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ASIA 
 

Armenia 

Ministry of Finance of the Republic of 

Armenia - The Discussion of the RA 

Draft State Budget for 2019 Started at 

the Ministry of Finance  

27-Jul-2018  
The Discussion of the RA Draft State Budget 
for 2019 Started at the Ministry of Finance.  
The discussion of the RA Draft State Budget 

for 2019 started at the RA Ministry of Finance, 
which was attended by representatives from 

different state bodies. Discussions refer to 
sectoral issues (including those not directly 
related to the budget - companies with state 
participation, state-initiated SNCOs, project 
implementation offices, foundations, etc.), 

during which the issues to be presented to the 
Prime Minister are also being separated. The 
emphasis is on expedient targeting of 
expenditures to improve the quality of public 
services. The budget should ensure the 

maximum output for the spent funds, 
preventing the inefficient distribution of the 
state's financial resources.  

The RA First Deputy Minister of Finance Karen 
Brutyan stated that the transition to the 
program budgeting format from 2019 implies 
that, besides the spent funds, the results 
obtained will be given more importance.  
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Karen Brutyan highlighted that regardless of the 

amount of financial resources, the efficiency of 

budgetary programs and public organizations 
activities should be ensured, as well as the 
rational use of public resources, mitigating 
various risks.  
 
(C) Copyright 2018 - Ministry of Finance of the 
Republic of Armenia 

 
 

Azerbaijan 

Fitch Affirms Azerbaijan at 'BB+'; 

Outlook Stable  

27-Jul-2018  
Fitch Ratings-London-July 27: Fitch Ratings 
has affirmed Azerbaijan's Long-Term Foreign-
Currency Issuer Default Rating (IDR) at 'BB+' 
with a Stable Outlook. 

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

KEY RATING DRIVERS 
Azerbaijan's 'BB+' ratings balance a strong 
external balance sheet and low government 
debt, stemming from accumulated surpluses in 
times of high oil revenues, with a heavy 
dependence on hydrocarbons, an 
underdeveloped and opaque policy framework, 

and a weak banking sector and governance 
indicators. 
Azerbaijan's external balance sheet is strong 
relative to peers, with sovereign net foreign 
assets accounting for 81% of GDP at end-
2017, compared with negative 3% of GDP for 
the current 'BB' median. Assets of the State 
Oil Fund of Azerbaijan (Sofaz) increased by 
5.1% in 1Q18 to USD37 billion (77% of GDP), 
from USD36 billion in 2017. FX reserves are 

set to recover to USD8.6 billion in 2018 
(USD6.7 billion in 2017) or 4.5 months of 
import cover (3.9 months in 2017). 

Azerbaijan's economy is recovering slowly from 
the oil price shock and the subsequent policy 
response, which included exchange rate 
devaluations and tightening of fiscal policy. 

Growth reached 1.3% y-o-y in 1H18. Higher oil 

prices and gas output and uptick in the 
agriculture and tourism sectors should push up 
growth to 2% in 2018. However, commodity 
dependence remains high, with the hydrocarbon 
sector representing 44% of GDP, 90% of good 
exports and 50% of fiscal revenues. Non-oil 
sector growth is gradually picking-up, but we 

expect diversification of the economy to be 
incremental. 
Macro-stability improved further as inflation fell 
to 3.2% over the first five months of 2018, from 
12.9% in 2017 due to the stable exchange rate 
and imported disinflation from Azerbaijan's main 
trading partners. Dollarisation decreased to 63% 

of deposits and 39% of loans in May 2018 (67% 
and 41% at end-December 2017), as confidence 
in the manat has recovered and regulatory 
measures limiting FX-lending and tightening 
reserves requirements have supported manat 

loans. 

However, Fitch believes that Azerbaijan's 

underdeveloped and opaque policy framework 
would reduce the country's ability to effectively 
withstand a new external shock. Monetary policy 
is still constrained by the high level of 
dollarisation and the underdeveloped money 
market, making inflation targeting a medium-

term objective. The stability of the exchange 
rate, which has remained at around 
1.70AZN/USD since April 2017 suggests that the 
exchange rate is not fully floating. 
The current account turned into a surplus in 
2017 and we expect it to reach 6.4% of GDP in 

2018, compared with a current 'BB' median 
deficit of 2.6% of GDP. Higher oil prices, 
completion of the Southern Gas Corridor project 

and production from the Shah Deniz II field will 
boost hydrocarbon exports. Rising external 
surplus will help rebuild foreign exchange 
reserves and Sofaz assets. 
Fitch forecasts Azerbaijan's fiscal balance to 
turn into a surplus in 2018 due to higher oil 
and gas revenues and after recording a 1.6% 

of GDP deficit in 2017. This is despite a 
loosening of policy in the revised 2018 budget, 
with higher revenues used to finance higher 
spending, including an AZN1.6 billion (2% of 
GDP) increase in capex. Budget transfers from 

Sofaz will rise by 13% to AZN11 billion, while 
support to the state-owned oil and gas company 
SOCAR will also increase by AZN0.96 billion in 

form of a capital injection and subsidies. 
New fiscal rules, elaborated with IFI technical 
assistance, are expected to be adopted by the 
parliament in 2018 and are set for 

implementation in 2019. The rules provide for a 
more prudent fiscal policy framework, including 
a potential upper limit for expenditure. The new 
framework could reduce the current pro-
cyclicality of the budget and enhance fiscal 
discipline, although we believe implementation 

could be delayed. 
Gross general government debt is low relative 
to peers at a forecast 21% of GDP in 2018, 
compared to 39% for the current 'BB' median, 
but high contingent liabilities are a risk to the 

sovereign. State-owned Aqrarkredit's debt 
issuances also benefited from sovereign 
guarantees of 15.1% of GDP to purchase the 
bad loans of the country's largest bank, 

International Bank of Azerbaijan (IBA), which 
brought contingent liabilities to 30.7% of GDP in 
2017. However, progressive asset disposal in 
1Q18 has helped decrease Aqrarkredit's balance 
sheet by 21% to AZN11.9billion. IBA's 
capitalisation and asset quality improved 

markedly after its restructuring in 2017 but the 
closing of the bank's large net FX open positon 
of USD1.2 billion in 1Q18 (2.5% of GDP) could 
entail additional costs for the government. 

The banking sector remains weak, as reflected 
by Fitch Banking System Indicator (BSI) score of 
'ccc'. Capital adequacy declined to 17.2% in 

April 2018, from 18.4% at end-2017 (excluding 
IBA), non-performing loans rose by 1.3pp to 
21% over 4M18 and profitability eroded. Credit 

mailto:Publicdebtnet.dt@tesoro.it
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growth recovered slightly to 1.6% over 4M18, 

supported by looser monetary policy, and 

following a 29% contraction in 2017 due to IBA 
restructuring. The net open FX position of the 
overall banking sector (excluding IBA) stood at 
AZN1.5 billion in April 2018 (1.8% of GDP). 
GDP per capita on a PPP basis and human 
development indicators are close to the 'BB' 

medians and Fitch does not expect any 
significant policy or governance evolution after 
the last presidential election. The incumbent 
president, Ilham Aliyev, was re-elected for a 
fourth term on 11 April 2018 after calling for 
snap elections in February. The presidential term 

was extended to seven years in 2016, which will 
likely support policy continuity, given the long-
standing centralisation of power. Political risk 

associated with the unresolved conflict with 
Armenia over Nagorno-Karabakh also remains 
material and negotiations leading to a resolution 
are not expected in the near term. Hence, 

escalation remains a real risk. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Azerbaijan a 
score equivalent to a rating of 'BB' 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: 

•External Finances: +1 notch, to reflect the size 

of Sofaz assets, which underpin Azerbaijan's 
exceptionally strong foreign currency liquidity 
position and the very large net external creditor 
position of the country. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 

The main factors that could, individually or 
collectively, trigger positive rating action are: 
•Improvement in the macroeconomic policy 

framework, strengthening the country's ability to 
address external shocks and reducing macro 
volatility. 
•An improvement in governance and the 
business environment and progress in economic 
diversification underpinning growth prospects. 

•A significant improvement in public and 
external balance sheet. 
The main factors that could, individually or 
collectively, trigger negative rating action are: 
•An oil price or other external shock that would 

have a significant adverse effect on the 
economy, the public finances or the external 

position. 
•Developments in the economic policy 
framework that undermine macroeconomic 
stability. 

•Weakening growth performance and prospects. 

KEY ASSUMPTIONS 

Fitch forecasts Brent Crude to average USD70/b 
in 2018, USD65/b in 2019 and USD57.5/b in 
2020. 
Fitch assumes that Azerbaijan will continue to 
experience broad social and political stability 
and that there will be no prolonged escalation 
in the conflict with Armenia over Nagorno-

Karabakh to a level that would affect 
economic and financial stability. 

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

Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'BB+' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'BB+' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'BB+' 
Issue ratings on short-term senior unsecured 

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

China 

China to speed up special local govt 

bond issuance to meet demand  

26-Jul-2018  
BEIJING, July 26 (Reuters) - China's special 

local government bond issuance will 
accelerate in the second half of this year, and 
the finance ministry will focus the "proactive" 
fiscal policy on cutting taxes and fees, the 
vice-finance minister said on Thursday. 

Liu Wei said such a fiscal stance would boost 
jobs and resolve financing difficulties, and he 

pledged support to small and medium-sized 
companies. 
China issued more than 300 billion yuan ($44.27 
billion)worth of special local government bonds 
in the first half of the year, a pace which Liu Wei 
described as "slow".  
China's cabinet on Monday said China would 

adopt a more vigorous fiscal policy to help tackle 
external uncertainties without resorting to 
strong policy stimulus. 
At a briefing in Beijing, Liu stressed the need to 
meet local funding demand and ensure financing 
for government projects under construction.  

"While we strictly control implicit debt and 
require local governments to not illegally raise 
debt, we must at the same time 'open the front 
door' for raising debt through legal means," said 
Liu.  

mailto:Publicdebtnet.dt@tesoro.it
http://www.fitchratings.com/
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Liu also called for better policy coordination 

among government agencies. 

 
($1 = 6.7768 yuan) 
(Reporting by Kevin Yao; Writing by Yawen Chen and 
Elias Glenn) 
(( yawen.chen@thomsonreuters.com ; +86 10 6627 
1207; Reuters Messaging: 
yawen.chen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF says China growth robust, urges 

Beijing to stick to reform plan  

27-Jul-2018  
BEIJING, July 27 (Reuters) - China's economy 

continues to perform strongly, the 
International Monetary Fund said on Friday, 
with growth expected at 6.6 percent this year, 
a slightly slower rate than last year's 6.9 
percent.  

The economic growth estimate was unchanged 
from the IMF's last forecast made in May. The 
IMF raised its estimate for China's growth in 
2018 in January after the economy unexpectedly 
accelerated last year. 
While the IMF praised China's progress on 
reducing financial sector risks and in further 

opening its economy, it said credit growth was 
still unsustainably high as some aspects of the 
country's rebalancing had slowed.  
Beijing has over the last two years sought to 

rein in rapid credit growth, which economists 
and analysts say will result in slower growth in 

the near term but is needed to avoid a sharp 
slowdown and the risk of a financial crisis longer 
term. 
The IMF said China needs to stick to its 
deleveraging agenda while implementing 
much-needed fiscal reforms and economic 
rebalancing.  
"China is at an historic juncture. After 
decades of high-speed growth, the authorities 
are now focusing on high-quality growth," the 

report said.  

"Whether and how this shift is carried through 
will determine China's development path for 

decades to come."  
Economic growth slowed slightly to 6.7 percent 
in the second quarter as Beijing's efforts to 
contain debt hurt activity, sparking concerns the 

economy was slowing faster than expected. 
Beijing has taken steps to increase credit to 
small firms and has said it will adopt a more 
active fiscal policy, though it will refrain from a 
repeat of strong stimulus to boost economic 
growth.  
The IMF said "China's near-term outlook remains 

robust due to strong domestic momentum, 
recovering global trade, and significant reform 
progress". 
But the IMF cited widespread state intervention, 

a still relatively closed economy, and a 
slowdown in rebalancing towards consumption 

last year as challenges, and reiterated its long-
standing call for China to de-emphasise growth 
targets. 

The IMF said China's headline inflation is 

expected to rise gradually to around 2.5 percent, 

while producer price inflation would moderate.  
 
(Reporting by Elias Glenn; Editing by Jacqueline Wong) 
(( Elias.Glenn@thomsonreuters.com ; +86 6627 1221; 
Reuters Messaging: elias.glenn@thomsonreuters.com 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India RBI Allows More Entities To Short 

Sell Govt Bonds  

25-Jul-2018  

By Mrigank Dhaniwala 

NewsRise 
MUMBAI (Jul 25) -- The Reserve Bank of India 

today released updated regulations on short 
selling of government bonds, under which any 
entity that has the approval of regulators can 
short sell bonds.  

These regulators include the Securities and 
Exchange Board of India, Insurance Regulatory 

and Development Authority, Pension Fund 
Regulatory and Development Authority, National 
Bank for Agriculture and Rural Development and 
National Housing Bank, the central bank said.  
Banks and primary dealers are also allowed to 
short sell, according to the notification from the 

central bank. 

The maximum amount of a security (face value) 
that can be short sold shall be 2% of the total 
outstanding stock of each liquid security, or five 
billion rupees, whichever is higher, the RBI said. 
For other securities 1% of the total outstanding 
stock of each security, or, 2.5 billion rupees, 

whichever is higher, can be short sold.  
Short sales must be covered within three 
months from the date of transaction and short 
sales, including notional short sales by banks, 
shall be covered by outright purchase of an 
equivalent amount (face value) of the same 
security, either in the secondary market or in 

primary auction, including in the When Issued 

market, the central bank said. 
 
- By Mrigank Dhaniwala; 
Mrigank.Dhaniwala@newsrise.org; 91-22-61353300 
- Edited By Debasis Basak 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Bond investors shun India, citing lack 

of reassurance from RBI  

26-Jul-2018  
•Indian rupee posts the worst performance in 
Asia this year 
•India sees heaviest foreign debt investment 
outflow in region 
•Investors seek greater clarity on RBI 

thinking on forex, rates 

By Suvashree Choudhury and Manoj Kumar 
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MUMBAI/NEW DELHI, July 26 (Reuters) - Amid 

all the noise about an increasingly hawkish 
U.S. Federal Reserve, a trade war and higher 
oil prices, the Reserve Bank of India's silence 
is deafening, say investors piling out of the 
country's bonds. 

India has seen the largest bond outflows in Asia 
this year, and investors say the RBI's laconic 
communication has added uncertainty in an 
already challenging environment for emerging 

markets, especially those countries running 
current account deficits. 
The Indian rupee hit a record low of $69.13 
on Friday and has fallen 7 percent so far in 
2018, the most in Asia. Bond outflows totalled 
around $6 billion this year, the heaviest in the 
region, although foreign investment in the 
debt market is capped at 5.5 percent of 
India's roughly $760 billion of issued debt in 
the fiscal year ending March 2019. 

During emerging market weakness in the last 
three months, RBI Governor Urjit Patel made 
only one passing reference to the rupee. 
Prompted by a question in a 15-minute news 
conference following the bank's decision to raise 
rates in June, he said the bank was watching the 
currency's impact on inflation. 

By contrast, many central banks in Asia, from 
China to the Philippines, have publicly reassured 
investors that foreign exchange stability was an 
important policy objective. 
The Reserve Bank of India did not respond to a 

request for comment.  

But Subhash Chandra Garg, chief economic 
affairs secretary of the government, praised the 
RBI's efforts to control foreign exchange 
volatility in comments last month. 
"The central bank has enough firepower in the 
form of forex reserves to deal with the rupee 
volatility," Garg said. "The role of RBI is to 

ensure that there was no disorder." 
Investors say a central bank's signals give them 
a sense of how uncomfortable they are with 
market pressure and offer valuable context 
about policymakers' thinking and decisions. 
When there are few explanations and guidance 
is scarce, investors price in an uncertainty 

premium, investors said. 
"If you have confusing communication, that only 
results in increased volatility," said Rohit Garg, 
an emerging markets fixed-income and foreign 
exchange strategist at Bank of America Merrill 
Lynch in Singapore. "It could result in the 

currency underperforming and weakening much 
more than expected." 
More than a half-dozen Indian investors, who 
asked not to be named due to the sensitivity 
of the issue, told Reuters a tight-lipped RBI 
was a key reason for ditching bonds in recent 
months. 
Total returns on Indian bonds this year are 
negative 4 percent, one of the worst in Asia 
after outperforming last year.  

"We have sold off most Indian assets and will 
prefer not to enter into India in the short term 
until the macro-picture on pressure on the 
rupee, fiscal slippage and current account deficit 

becomes clear," said Johnny Chen, a portfolio 

manager at NN Investment Partners in 

Singapore, who said he preferred Indonesia to 
India because of a stable rupiah. 
Chen, however, said he did not take issue with 
the Indian central bank's communication 
strategy, noting that its primary focus was the 
inflation target. 

NO GUIDANCE 
To be sure, the RBI is not sitting idly. It 
increased rates by 0.25 percentage point in 
June, while forex reserves have dropped by $20 
billion, or 5 percent, from April peaks after the 
central bank sold dollars to support the rupee. 

That seems to signal RBI's discomfort with the 
pace of the rupee's weakening. 
But critics say simply saying so could have 

saved the RBI some money. 
"RBI could issue statements, offer guidance 
more clearly to the markets on India's stance on 
rupee and factors behind volatility in the 

currency markets," a finance ministry official 
said. 
The central bank's opaque communications have 
been a long-running source of frustration for 
market participants. 
For instance, although the RBI sounded dovish 
in its April policy statement, the minutes 

released two weeks later included hawkish 
comments by deputy governor Viral Acharya, 
pushing bond yields sharply up and sending the 
rupee to one-year lows. 

Open and consistent communication "gives 
investors comfort when they understand how 

the authorities are thinking about risks," said 
Cristiana de Alessi, senior emerging markets 
fixed income portfolio manager at BNP Paribas 
Asset Management in London. De Alessi said she 
had stopped buying Indian bonds after high oil 
prices exposed India to balance of payment risks 
in addition to fiscal concerns. 

Patel, who has given six public speeches since 
taking office in September 2016 and who 
typically takes seven to eight questions in his 
15-minute news conferences, also came under 
severe criticism for not addressing the 

controversial high-value banknote ban in late 
2016.  
The move by the government had severely 
disrupted the supply of notes, hurting 
employment and growth, and pulled the rupee 
down to a record low in November 2016. 

Patel's silence on the exchange rate stands in 
sharp contrast to Bank Indonesia's governor, 
Perry Warjiyo, who has been speaking in public 
multiple times a week and, after heavy 

intervention and a full percentage point rate 
increase, has managed to arrest the sell-off in 
bond markets. 
Rohit Garg said his in-house tracker of real 
money investors, who tend to hold assets for the 

long term, showed them buying more bonds in 
Indonesia, "purely because they have more 

confidence" in the central bank there after its 
aggressive moves to defend the rupiah. 
 
(Additional reporting by Marius Zaharia in Hong Kong, 
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Tanvi Mehta in Mumbai and Krishna Merchant at IFR 
Singapore; Editing by Gerry Doyle) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n

et )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indian State Bonds To Be Valued At 

Market Prices From Sep 30  

27-Jul-2018  

By Mumbai Newsroom 
NewsRise 
MUMBAI (Jul 27) -- Indian state government 

debt will be valued based on observed prices 
from Sep. 30, the Reserve Bank of India said 
today.  

The prices will be provided by Financial 
Benchmarks India Pvt. Ltd. which should be 

used for valuation of SDLs from that date, the 
central bank said in a statement. 
Until then, banks will continue to value state 
debt by applying the yield to maturity method - 
marking such securities' yields up by 25 basis 
points above the yields of the federal 
government bonds of equivalent maturity. 

In June, the RBI had announced that state 
government bonds should be valued based on 
observed prices.  
"The valuation of traded state government 
securities shall be at the price at which they 

have been traded in the market. In case of non-

traded state government securities, the 
valuation shall be based on the state-specific 
weighted average spread over the yield of the 
central government securities of equivalent 
maturity, as observed at primary auctions," the 
RBI had said. 
 
- By Mumbai Newsroom; editorial@newsrise.org; 91-
22-6135 3300 
- Edited by Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd. 
 
 

Indonesia 

Indonesia sells 4.81 trillion rupiah of 

Islamic bonds  

24-Jul-2018  
JAKARTA, July 24 (Reuters) -  
Indonesia's finance ministry sold 4.81 trillion 
rupiah ($331.15 million) of Islamic bonds at 
an auction on Tuesday, below the indicative 
target of 6 trillion rupiah, its financing and 

risk management office said. 

The weighted average yields of the project-
based sukuk sold on Tuesday were mostly 

higher than yields of comparable sukuk at the 
previous auction. (Full Story) 
Total incoming bids for Tuesday's auction were 
9.89 trillion rupiah. 

 

($1 = 14,525 rupiah) 
(Reporting by Nilufar Rizki Editing by Jacqueline Wong) 
(( nilufar.rizki@thomsonreuters.com ; ( +6221 2992 
7611)  
Reuters Messaging: 

nilufar.rizki.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Israel 

Israel raises 250 mln euros in private 

bond sale to Asian govt fund  

23-Jul-2018  
JERUSALEM, July 23 (Reuters) - Israel raised 

250 million euros ($293 million) in a private 
bond placement to an Asian government fund, 
the Finance Ministry said on Monday. 

The three-year issue will pay a fixed interest 
rate of 0.05 percent, significantly lower than the 

cost of raising capital in public offerings, the 
ministry said. 
"The zero interest rate in the issue reflects the 
growing demand from the largest global 
investors for Israeli debt," said Accountant 
General Rony Hizkiyahu. 

The issue, underwritten by Barclays Capital, 
comes after Moody's Investors Service on Friday 
raised the outlook on Israel's sovereign credit 
rating to positive. 
 
($1 = 0.8523 euros) 
(Reporting by Steven Scheer Editing by Tova Cohen) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan 

Pakistan dollar bonds rise as election 

results awaited  

26-Jul-2018  

LONDON, July 26 (Reuters) - Pakistan's 

sovereign dollar bonds rose across the curve 
on Thursday as cricket icon-turned-politician 
Imran Khan inched closer to power after a 
general election.  

The 2025 eurobond jumped 2.2 cents to 102 
cents in the dollar according to Tradeweb data, 

the highest since June 1. The 2024 issue rose 
1.7 cents to 101.7 cents, the highest in almost 
two months. 
Pakistan's benchmark index surged as much as 
1.9 percent in early trading after Khan took a 
commanding lead with nearly half the votes 
counted after the election, which has been 

marred by claims of rigging by opponents. 

Analysts said investors were relieved Khan was 
unlikely to have to rely on major opposition 
parties in a messy coalition.  
 
(Reporting by Claire Milhench; Editing by Susan 
Fenton) 
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(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan's Imran Khan faces tough test 

in looming economic crisis  

27-Jul-2018  
•Pakistan expected to go to IMF to avert 

currency crisis 
•Imran Khan has promised reforms to help 
poor, boost tax take 
•Shake-up of state-run enterprises also on 
agenda 
•IMF bailout conditions could clash with 
populist spending pledges 
•Likely finance minister has not ruled out 
turning to China instead 

By Drazen Jorgic 
ISLAMABAD, July 27 (Reuters) - Equity and 

bond markets have welcomed Imran Khan's 
victory in Pakistan's disputed election, but the 
former cricket hero faces a tough slog to avert 
a currency crisis and implement long-term 
reforms needed to end decades of boom-and-
bust cycles. 

Khan's first major economic call will be to decide 
whether to ease pressure on the rupee by 
seeking Pakistan's 12th bailout from the 

International Monetary Fund (IMF) since the late 
1980s. 

Harder still will be to persuade more people to 
pay taxes in a nation famous for tax dodging, 
turn off subsidy taps draining government 
coffers, and reform loss-making state-run 

enterprises that past governments have 
struggled to sell off. 
"The country's position is such that now you can 
no longer sustain the status quo," said Suleman 
Maniya, head of research at local brokerage 
house Shajar Capital. "Speed is of the essence." 
Pakistan's central bank has devalued the 

currency four times since December, weakening 
the rupee by more than 20 percent, amid efforts 
to avert a balance of payments crisis in the $305 
billion economy. A similar scenario in 2013 led 

to Pakistan obtaining a $6.7 billion loan from the 
IMF. 
While the economy is growing at 5.8 percent, 

the fastest pace in 13 years, pressures on 
Pakistan's current account show no signs 
abating. 
The country's central bank is concerned by rising 
global oil prices - Pakistan imports about 80 
percent of oil needs - and dwindling foreign 

reserves, which plunged to just over $9 billion 
last week from $16.4 billion in May 2017. 
Pakistan's current account deficit widened 43 
percent to $18 billion in the fiscal year that 
ended June 30, while the fiscal deficit has 
ballooned to 6.8 percent of the economy. 

"Pakistan is facing the biggest economic 
challenge in the country's history," Khan said in 
his victory speech on Thursday, where he 

outlined a reform agenda. 
"Our economy is going down because of our 

dysfunctional institutions. We need to fix our 

governance systems." 

If Khan does turn to the IMF, the Washington-
based body will likely require spending cuts to 
reduce the fiscal deficit, which could imperil his 
populist promises to improve the lives of the 
poor by building world-class schools and 
hospitals. 

On the campaign trail Khan has zeroed in on 
Pakistan's culture of tax evasion, which is 
prevalent across South Asia and means only 
about 1 percent of population pays income tax.  
Increasing that figure would be a major coup for 
the economy and Khan, who has vowed to 

reform the Federal Bureau of Revenue (FBR) in 
his first six months in office. 
He has also promised to step up an anti-

corruption drive, though this risks triggering 
capital flight in a country where vast wealth is 
undocumented, analysts say. 
Another immediate focus will be on reforming 

state giants such as Pakistan International 
Airlines and various power utilities, which the 
previous government struggled to privatise. 
Exotix Capital, a research house, said Pakistan's 
long-term outlook hangs on whether Khan can 
improve governance and end the culture of the 
powerful avoiding taxes and sucking cash out of 

state-run enterprises, which adds to the fiscal 
burden. 
"Otherwise, we are simply in for more the same 
(advice to investors): buy Pakistan as it heads to 

the IMF and sell before the IMF loan ends," 
Exotix said in a research note. 

STRUCTURAL CHANGES 
Khan's reform ambitions will be boosted by his 
strong relations with the powerful military and 
the judiciary's favourable view of his anti-
corruption stance, analysts say.  
His better-than-expected performance at the 
polls also means he will be able to form a 

coalition with a handful of small parties unlikely 
to stand in the way of his reforms. 
"Imran Khan is unlikely to be any investor's top 
choice to run a country in such a precarious 
position, but any leader with the ability to form a 

government and take hard decisions is better 
than a protracted stalemate," said Carmen 

Altenkirch, Emerging Markets Sovereign Analyst 
at Aviva Investors. 
Pakistan's benchmark stocks index has surged 
about 3.5 percent since it became clear on 
Thursday morning that Khan would win a strong 
mandate, while Pakistan's sovereign dollar 

bonds have risen across the curve. 
Khan's economic agenda is likely to be entrusted 
to Asad Umar, the former chief executive of 
Engro, Pakistan's biggest conglomerate, widely 
tipped to be chosen as finance minister. 
Days before the vote, Umar told Reuters that a 
PTI government would not rule out asking China 

for a bailout instead of turning to the IMF, which 
he held partly "culpable" for the economic crisis 
because it allowed the last government to skip 
reforms. 
"The real issue is that the competitiveness of 
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Pakistan's economy has eroded badly - crop 

after crop, industry after industry has become 

uncompetitive," said Umar, blaming low 
productivity and skill levels of businesses, high 
input costs, lack of scale, and political 
intervention in some industries. 
"Until you restore that core competitiveness, we 
will keep going through this." 

 
(Editing by Alex Richardson) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Philippines 

Philippines files registration statement 

for Samurai  

23-Jul-2018  
TOKYO, July 23 (IFR) - Republic of the 

Philippines has filed a securities registration 
statement to issue Samurai bonds. 

The statement says that the South-East Asian 
nation is planning to issue three, five, seven, 10, 
and 20-year Samurai bonds, but that one 
tranche or more may be cancelled. 
Pricing is on August 8, but the statement says it 
may be pushed back about one week. 
Philippines last visited the yen market in 2010 

with a ¥100bn 10-year bond with a guarantee 
from Japan Bank for International Cooperation. 
This new trade will not come with such a 
guarantee, and the Philippines had actually sold 
standalone yen bonds seven times from 1978 to 
2000, according to Thomson Reuters data. 
The Philippines' return to the Samurai market 

has been long anticipated as its officials met 
Japanese investors in June, and it was reported 
by Reuters as aiming to raise as much as 
US$2bn via bond issues denominated in yen and 
dollars before the year-end. 
Daiwa, Mitsubishi UFJ Morgan Stanley, Mizuho, 

Nomura and SMBC Nikko are the leads. 
 
(Reporting by Takahiro Okamoto; Editing by David 
Holland) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF sees Philippines' GDP growth at 

6.7 pct in 2018, 2019  

25-Jul-2018  
•IMF says consumption, investment to 
underpin growth 
•IMF expects 2018 c/a deficit at 1.5 pct of 
GDP  
•IMF supports further monetary policy 
tightening 

MANILA, July 25 (Reuters) - The Philippines is 

likely to sustain economic growth of 6.7 
percent this year and in 2019, underpinned by 
strong consumption and investment, the 
International Monetary Fund said on 

Wednesday. 

However, it noted that near-term risks from 

rising inflation and a changing external 

environment had increased, and has revised its 
forecast for the country's current account deficit, 
which has weighed on the Philippine peso. 
"Downside risks stem mainly from rising 
inflation, continued rapid credit growth, higher 

U.S. interest rates and U.S. dollar, volatile 
capital flows and trade tensions," the IMF said in 
a statement issued following its regular "Article 
4" review of the Philippine economy. 
It now expects the current account deficit to rise 
to 1.5 percent of GDP by end-2018, from a 
previous forecast of 0.3 percent, mainly due to 

increased imports of capital goods and raw 
materials. 
The IMF, however, said the deficit is likely to 
remain manageable as it would be financed 
largely by foreign direct investment. 

The peso has weakened by more than 6 percent 
against the U.S. dollar since the start of the 
year, making it one of Asia's worst-performing 

currencies. 
"To strike the right balance between growth and 
macroeconomic stability, policies need to be 
adjusted to reduce inflationary pressures, while 
structural reforms should continue to support 
inclusive growth," it said. 
The IMF supports tightening monetary policy 

further to anchor inflation expectations. It 
also endorsed keeping the fiscal deficit in 
2018 and 2019 broadly unchanged at around 
2.4 percent of GDP to support efforts to 
contain inflationary pressures. 

It said maintaining exchange rate flexibility was 
also needed to help the economy adapt to 
external shocks and called for measures to 
safeguard financial stability amid rapid credit 

growth and rising corporate debt. 
 
(Reporting by Neil Jerome Morales and Enrico dela 
Cruz 
Editing by Eric Meijer and Sam Holmes) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Qatar 

S&P Says Qatar Ratings Affirmed At 

'AA-/A-1+'; Outlook Remains Negative  

27-Jul-2018  
July 27 (Reuters) - S&P Global Ratings: 
S&P says Qatar ratings affirmed at 'AA-/A-
1+'; outlook remains negative. 

S&P says Qatari authorities continue to 
effectively use Qatar's large fiscal & external 
assets to mitigate impact of an ongoing saudi-

led boycott. 
S&P says Qatar negative outlook primarily 
reflects view of geopolitical risks, potential 

consequences of ongoing diplomatic tensions 
for economic, fiscal, external metrics. 
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(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Saudi launches primary dealer scheme 

with 3.5 bln riyal sukuk issue  

26-Jul-2018  
DUBAI, July 26 (Reuters) - Saudi Arabia has 

begun selling local currency government 
bonds through a new "primary dealer" 
scheme designed to increase demand for the 
debt and widen the range of investors holding 
it, the Ministry of Finance said. 

The ministry's Debt Management Office issued 

3.5 billion riyals ($925 million) of five-, seven- 
and 10-year Islamic bonds under the system this 
week in its monthly auction, the ministry said in 
a statement late on Wednesday. 
Five local banks -- Alinma Bank, Bank Aljazira, 
Samba Financial Group, National Commercial 
Bank and Saudi British Bank -- for the first time 

acted as primary dealers, buying the sukuk 
directly from the government and then 
immediately making a market in them by 
quoting two-way prices to other investors. 
An electronic auction platform permitted over 20 
investors from financial institutions and asset 
managers to submit bids for their own books 

and on behalf of their customers, the ministry 

said.  
"Market-making will play an active role in 
stimulating the financial markets as a whole and 
significantly increasing the liquidity in the 
secondary market," it said. 
Saudi Arabia wants to develop deep 
government and corporate debt markets to 
expand its financial industry, attract foreign 
capital, help the government finance its 
budget deficit and make it easier for private 
sector companies to fund themselves without 
relying on banks. 

 
(Reporting by Andrew Torchia; Editing by Amrutha 
Gayathri) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Debt Management Office of the 

Ministry of Finance Announces Launch 

of Primary Dealers Program  

27-Jul-2018  
The Debt Management Office (DMO) of the 
Ministry of Finance announced that the first 
edition of the Primary Dealers Program for 
Sukuk distribution has taken place on Sunday 
July 22, 2018 under the (Saudi Arabian 
Government SAR-denominated Sukuk) 
Program. 

The issuance took place as per best industry 
standards via an electronic auction platform, 

that enabled over 20 investors from participating 

Financial Institutions and various asset 

managers to submit bids for both their 

proprietary books and on behalf of their 
customers. 
The five participating Financial Institutions 
appointed as Primary Dealers are as follows: 
Alinma Bank, Bank Aljazira, Samba Financial 
Group, The National Commercial Bank, and The 

Saudi British Bank. This group of banks 
represent a Public-Private Partnership based on 
experience, professionalism, and advanced 
capabilities in order to develop the Debt Capital 
Markets of the Kingdom of Saudi Arabia. 
The main duties of the Primary Dealers are 
the expansion of the investor base in their 

capacity in the primary market, in addition to 
their central role in market-making and 
providing two-way pricing for all issuances 
under the Saudi Arabian Government SAR-
denominated Sukuk Program in the secondary 

market going forward. This process would 
immediately commence following every 
issuance. Market-making will play an active role 
in stimulating the financial markets as a whole 

and significantly increasing the liquidity in the 
secondary market. 
The Primary Dealers program fits within the 
strategy of the Financial Sector Development 
Program (FSDP) that encompasses various 
goals, one of which is enabling financial 
institutions to increase the growth of the private 

sector via the development of the financial 

markets. 
The Ministry of Finance has a strategic goal of 
supporting and developing advanced financial 
markets in the Kingdom of Saudi Arabia via the 
integration of both the public and private sectors 

as part of its commitment to Vision 2030. 
 
Copyright (c) 2018 Euclid Infotech Pvt Ltd. 
 
 

South Korea 

South Korea to sell 6.5 trln won T-

bonds in Aug  

27-Jul-2018  
July 27 (Reuters) - South Korea plans to sell 

6.5 trillion Korean won ($5.79 billion) worth 
of treasury bonds through auctions in August, 

less than 9.34 trillion won worth planned for 
July, the finance ministry said on Thursday. 

The Ministry of Strategy and Finance also said it 
would buy back 3 trillion worth of treasury bonds 
ahead of maturity in August. It will also 
exchange 0.2 trillion won worth of existing paper 
with new debt.  
 
($1 = 1,123.0300 won) 
(Reporting by Hayoung Choi) 
(( hayoung.choi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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EUROPE 

 

Albania 

Albania to sell 10.4 bln leks (82.3 mln 

euro) of 6-mo, 1-yr T-bills on Aug 7  

25-Jul-2018  
TIRANA (Albania), July 25 (SeeNews) – 
Albania's finance ministry will offer a total of 
10.4 billion leks ($96.2 million/82.3 million 
euro) worth of six-month and one-year 
Treasury bills at an auction on August 7, it 
said. 

Investors will be offered 1.7 billion leks of six-
month T-bills, according to the third-quarter 

debt issuance calendar of the finance ministry. 
At the last auction of six-month government 

securities held on May 8, investors bought 2 
billion leks worth of government paper, in line 
with target. The average yield rose to 1.92%, 
from 1.84% at the last auction held on April 3. 
The finance ministry will also offer 8.7 billion 
leks of one-year T-bills on August 7. 
The finance ministry raised 9.7 billion leks at the 

last auction of one-year government securities 
held on July 3. The average weighted yield fell to 
1.87% from 1.97% at the previous auction of 
one-year Treasury bills held on June 19. 
 
(1 euro = 125.089 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Belarus 

Belarus to invite Eurasian Development 

Bank, Russian banks for bond issue  

26-Jul-2018  
MINSK, July 26 (Reuters) - Belarus will invite 

the Eurasian Development Bank and three 
Russian lenders to arrange an issue of 
Belarusian bonds on the Russian market, a 
Belarusian government said in a decree 
published on its website. 

The government has ordered the ministry to sign 
an agreement with Gazprombank, Sovcombank 

and Otkritie bank.  
Minsk had said it wanted to place a small volume 
of rouble-denominated bonds on the Russian 
market next year to refinance its external debt 
repayments.  
Belarus has $16.4 billion in external debt and 

this year will spend over $3.5 billion on 
repayments and servicing it.  
 
(Reporting by Andrei Makhovsky 
Writing by Tom Balmforth; Editing by Kevin Liffey) 
(( Tom.Balmforth@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 

 

Croatia 

Croatian govt done with financing in 

2018  

24-Jul-2018  
ZAGREB (Croatia), July 24 (SeeNews) - The 

Croatian government is done with financing 
this year and it will focus only on the roll-over 
of short-term debt paper and, shortly before 
the year's end, pre-financing, Erste Group 
said. 

The situation on bond markets remained calm in 
Central and Eastern Europe (CEE) last week, 

obviously affected by lower activity during the 
summer holidays, however, issuance too is 

becoming rare with Croatia expected to refrain 
from further financing, the banking group said in 
its latest CEE report issued on Monday. 
In a separate statement, issued on Tuesday, 

Erste's Serbian unit said cash buffers in Croatia 
are very close to remaining gross financing 
needs. 
Croatia was the only country that avoided a 
negative performance of their 5Y LCY bonds 
(measured in EUR) in the first half of 2018, 
partially also because the kuna currency has 
been supported by strong seasonal demand in 
recent months, Erste said in a statement sent 
to SeeNews. 

In early June, Croatia successfully placed a 10-

year bond worth 750 million euro ($877.8 
million) and carrying an annual coupon of 2.70% 
on the international market. The new Eurobond 
maturing in 2028 is intended to refinance old 
bonds worth 750 million euro maturing in July. 
Additionally, the country held T-bill auctions in 

the second quarter of 2018 with issuance just 
below 3 billion kuna, compared to 9.4 billion 
kuna in the first quarter. 
 
($=0.856073 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Cyprus 

Moody's Upgrades Cyprus's Ratings To 

Ba2, Changes Outlook To Stable From 

Positive  

27-Jul-2018  
July 27 (Reuters) - Moody's:  
Moody's says upgrades Cyprus's ratings to 
ba2, changes outlook to stable from positive. 
Moody's says upgrade of Cyprus's ratings is 
driven by the ongoing recovery of its banking 
system. 

Moody's says stable outlook on Cyprus's ratings 

balances its strong fiscal dynamics against 

pressures for higher public expenditure. 
Moody's says Cyprus's long-term local and 
foreign currency bond and bank deposit country 
ceilings have risen to a2 from a3. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
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(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czech net income from EU funds drops 

to six-year low in H1  

27-Jul-2018  
PRAGUE, July 27 (Reuters) - Net inflow of 

European subsidies to the Czech Republic 
dropped to 10.4 billion crowns ($472.10 
million) in the first half, the lowest level since 
2012, the Finance Ministry said. 

The drop from 16.7 billion last year and record 
126.8 billion in 2015 was attributable to slow 

tapping of funds from development 

programmes. 
The ministry said the drop was cyclical and it 
expected to utilise all allocated funds this year. 
Overall income from EU funds was 32.9 billion, 
including 24.7 billion in farm subsidies and 8.1 
billion from structural funds meant for 

development programmes, it said. 
The country paid 22.5 billion into the EU budget. 
Overall, the Czech Republic received net 705.8 
billion in EU subsidies since joining the bloc in 
2004, the ministry said. 
 
($1 = 22.0290 Czech crowns) 
(Reporting by Jan Lopatka) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Moldova 

IMF calls Moldova tax measures 

regressive and risky  

27-Jul-2018  
By Alexander Tanas 
CHISINAU, July 27 (Reuters) - The 

International Monetary Fund late on Thursday 
criticised Moldova's decision to cut taxes and 
offer an amnesty on registering assets, calling 

the measures regressive and risky. 

The criticism could complicate Moldova's 
relationship with the fund, which supports the 
small eastern European country with a $183 
million loan programme.  
Moldova's parliament passed measures on 
Thursday and they are due to take effect from 

October. The ruling party says they are designed 
to cut the size of the shadow economy.  
Moldovans with a monthly income of less than 
the equivalent of $95 will no longer pay income 
tax. An amnesty allows people to register assets 
without providing documents on how they 

acquired them, as long as they pay 3 percent 

tax. 
"In IMF staff's preliminary view, the recently 
approved package of tax initiatives and capital 
amnesty are not in line with the objectives of the 
Fund-supported program," said Volodymyr Tulin, 

the IMF Resident Representative in Moldova. 

"Specifically, the adopted measures will increase 

the regressivity of the tax system, could 
undermine tax compliance, and pose significant 
fiscal risks." 
Parliament Speaker Andrian Candu said the 
measures would benefit poor and middle income 
people first and foremost, and denied the 

measures were designed to help the rich.  
Moldova is one of Europe's poorest countries 
and blighted by corruption. In 2015, 
negotiations with the IMF and the European 
Union on funding were disrupted when it 
emerged the equivalent of one-eighth of 
national output had disappeared from 
Moldova's banking system, triggering an 
economic and political crisis. 

The United States embassy in Chisinau said it 

was "extremely disappointed" by parliament's 
move.  
"The law on voluntary declaration and tax 
incentives (called the law on amnesty of capital) 
legalizes theft and corruption, and also damages 
the business environment in Moldova," it said in 
statement.  

"Citizens of Moldova have already suffered as a 
result of major financial crimes. Criminals should 
be punished, not encouraged. The people of 
Moldova deserve more," it said.  
Veaceslav Ionita, from the think tank IDIS-
Viitorul Institute, said the measures would 

deprive the budget of 2.6 billion Moldovan lei 

($157 million). 
"Naturally, this, to put it mildly, causes serious 
concern in the IMF," he said.  
The ruling Democratic Party of Moldova has 
decided to hold elections next February after its 
mandate runs out in November. They will ask 

parliament to approve this decision later on 
Friday. Moldovan law allows the government to 
carry on for an interim period of three months 
before new elections.  
 
($1 = 16.5300 Moldovan lei) 
(Writing by Matthias Williams; Editing by Jon Boyle) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Poland 

Poland's central budget surplus at 9.5 

bln zlotys in Jan-June  

27-Jul-2018  
WARSAW, July 27 (Reuters) - Poland's central 

budget surplus amounted to 9.5 billion zlotys 
($2.58 billion) in a January-June period, the 
finance ministry of said on Friday. 

Budget revenue reached 182 billion zlotys over 
the period, while spending stood at 172.5 billion 
zlotys, the ministry said. 

 
($1 = 3.6751 zlotys) 
(Reporting by Anna Koper; Writing by Agnieszka 
Barteczko) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
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agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania's budget deficit widens to 1.6 

pct/GDP in H1  

26-Jul-2018  
BUCHAREST, July 26 (Reuters) - Romania's 

consolidated budget ran a deficit of 1.6 
percent of gross domestic product at the end 
of June, after a shortfall of 0.9 percent at the 
end of May, the finance ministry said on 
Thursday. 

In nominal terms, the deficit stood at 14.97 

billion lei ($3.76 billion). Revenues stood at 14.2 
percent of GDP, or 132 billion lei. Spending was 
147 billion lei. 
The Social Democrat government targets a 
deficit of just under 3 percent of GDP, the 
European Union's ceiling. 
 
($1 = 3.9774 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5263; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Serbia 

Serbia may skip Eurobond issuance this 

year  

24-Jul-2018  
BELGRADE (Serbia), June 24 (SeeNews) - 
Serbia may skip the issue of Eurobonds this 
year, given the relatively large cash buffer, 
budget surplus and less favourable 

developments on global markets, Erste Group 
said on Tuesday. 

Part of the refinancing of Serbia will go through 
local currency auctions, as the debt agency has 

increasingly focused on mitigating foreign 
exchange risk in the last few years, the Austria-
based banking group said in an e-mailed 
statement. 
The 2018 budget plan envisages Eurobond 
issuance, as the $1 billion (855 million euro) 
bond from 2013 matures in December, but it 
could be skipped, because the country's cash 
buffer is relatively large, Erste said. 

On the demand side, foreign investor interest is 
expected to remain strong, as lower, but still 
attractive yields on domestic and international 
debt paper, accompanied by stable inflation, 

more favourable fiscal performance and positive 
tones from rating agencies are supportive for 

overall demand in the mid-run, the bank noted. 
"As for local banks, we expect their usual 
dynamics on the local bond market," Erste said. 
The yield of dinar-denominated bonds maturing 

in 2023 is expected to move around 4% during 

the year, with upside pressure coming from 

benchmark yield developments, while spreads 

should remain relatively unchanged. 
 
($ = 0.811383 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Slovenia 

Slovenian H1 central gov't surplus 

almost triples  

26-Jul-2018  
LJUBLJANA, July 26 (Reuters) - Slovenia's 

central government had a surplus of 181 
million euros ($212 million) in the first half of 
2018 compared to 65.3 million in the same 
period last year, mainly due to higher tax 
income, the Finance Ministry said in a 
statement on Thursday. 

"The surplus at the end of the year could reach 
227 million euros," it said. It had previously said 
it expected a surplus of 50.9 million euros. 

The ministry kept its forecast for the general 
government surplus unchanged at 0.4 percent of 
GDP this year after a surplus of 0.03 percent in 
2017, adding that it could raise the forecast in 
the autumn. 
The general government budget also includes 
the budgets of the national health and 
pension systems and local communities. 

Central budget income jumped by 4.4 percent in 
the first six months of 2018, mainly due to a rise 
in tax income, which was up by 6.9 percent as 
the economy grew strongly. Budget spending 
was 1.8 percent higher than a year ago. 
The ministry said it did not plan to take on any 
new debt in the second half of the year. It said 

general government debt was expected to fall to 
69.3 percent of GDP by the end of 2018 from 
73.6 percent at the end of 2017. 
Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 
returned to growth a year later and the 
government expects the economy to expand by 

5.1 percent this year, boosted by exports, 

investments and household spending, after 5.0 
percent growth in 2017. 
 
($1 = 0.8538 euros) 
(Reporting By Marja Novak) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Turkish grain office says issued 100 

mln lira sukuk, planning another worth 

300 mln  

24-Jul-2018  
ANKARA, July 24 (Reuters) - The Turkish Grain 

Board (TMO) has issued a sukuk worth 100 
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million lira ($21 million) based on agricultural 
commodities and is planning another round of 

issuance worth 300 million lira in the coming 
days, the board said in a statement on 
Tuesday. 
The issue, the second of its kind by the TMO 
following the first one in November 2017, took 
place on Friday and its annual simple yield was 
at 18.50 percent. The bids totaled 185 million, 
TMO said. 

 
($1 = 4.7650 liras) 
(Reporting by Orhan Coskun Writing by Humeyra 
Pamuk Editing by Daren Butler) 
(( humeyra.pamuk@thomsonreuters.com ; +90 212 
3507062; Reuters Messaging: 
humeyra.pamuk.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey considers new stimulus as 

growth seen slowing, officials say  

27-Jul-2018  
By Nevzat Devranoglu and Orhan Coskun 
ANKARA, July 27 (Reuters) - President Tayyip 

Erdogan's government is considering further 
stimulus measures to address an expected 
slowdown in growth in coming quarters, two 
officials said - a move that could raise 

expectations that fiscal policy will be 
loosened. 

The economy expanded at a breakneck 7.4 

percent last year, boosted by government 
stimulus and domestic consumption, although 
analysts said growth was uneven and not 
sustainable. Erdogan, a self-described "enemy of 
interest rates", has pushed banks to lend more 

to boost private spending.  
His demands for lower interest rates have 
exacerbated concerns that the central bank lacks 
independence and sent the lira currency into 
free fall - it is down by a fifth this year. That has 
propelled inflation to a 14-year high above 15 
percent last month. 
In the aftermath of a failed coup in 2016, the 
government boosted the size of a fund that 
backs loans to companies to 250 billion lira 
($52 billion). It has also introduced measures 
to increase employment.  

"Certain steps may be taken to realise higher 
growth. This issue is on the agenda," one of the 
officials said, without elaborating on what that 

could entail. 
The officials said the steps were being 
considered because they now expect a 
contraction of the economy in the third quarter 
and full-year growth of around four percent - 
short of the government's 5.5 percent target in 
its medium-term programme. 

The officials declined to be identified because of 
the sensitivity of the issue. No one was 
immediately available for comment at the 

treasury and finance ministry. 
Even as the economy has kept growing - in the 
third quarter of last year it expanded at a 
blistering 11.3 percent - economists are 

concerned Erdogan is focused on expansion at 

seemingly any cost. While investors have long 

admired Turkey's budget discipline, that 

perception may be starting to change. 
"The government's reputation for fiscal prudence 
is coming under increasing scrutiny," said Jason 
Tuvey of Capital Economics in a note to clients 
this week. 
"Looser fiscal policy would exacerbate the 

vulnerabilities that have accumulated in Turkey's 
economy in recent years," Tuvey said, citing the 
wide current account deficit.  
BIG PROJECTS, LOWER RATES 
In his 15 years in power, Erdogan has 
transformed Turkey into a major emerging 

market, building hospitals, highways and 
ambitious infrastructure projects.  
But his apparent growing influence over 

monetary policy - and a sweeping security 
crackdown - have unnerved investors. 
This week the central bank left interest rates on 
hold, confounding market expectations of a rise 

and weakening the lira sharply. It was the 
bank's first policy decision since Erdogan was re-
elected last month with new, sweeping executive 
powers. 
More than 160,000 people have been detained, 
including dozens of journalists, in the crackdown 
that followed the failed coup. Scores of media 

outlets have also been shut. 
A Reuters poll of 55 economists last week 
forecast 2018 annual growth at 4.1 percent and 
2019 growth at 3.5 percent. 

The economy grew at 7.4 percent in the first 
quarter of this year. The officials said second-

quarter growth was seen at slightly more than 
six percent. 
The third quarter would see a contraction, partly 
due to the base effect given last year's 11.3 
percent growth, they said. 
 
($1 = 4.8047 liras) 
(Writing by Tuvan Gumrukcu; Editing by David Dolan, 
William Maclean) 
(( david.dolan@tr.com ; +90 212 350 7046; Reuters 
Messaging: 

david.dolan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

Ukraine sizes up bond sales, new 

finance minister says  

23-Jul-2018  
By Emma Rumney and Marc Jones 
LONDON, July 23 (Reuters) - Ukraine is 

preparing to ramp up its borrowing, its new 
acting finance minister told Reuters on 
Monday, with plans to restart bond issuance 
in euros and look at issuing debt in currencies 

such as China's yuan for the first time.  

Oksana Markarova said the country would 
borrow in dollars but also step up issuance in its 
domestic currency as it looks to manage hefty 
debts and reduce its sensitivity to exchange 
rates, which arises from much of its borrowing 

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 

  15 

being dollar-denominated.  

"We will be trying to intensify ... the issues 

internally, especially in Ukrainian currency," she 
said in an interview. "It's been a while since we 
issued in euros ... but we might even explore 
other markets as well." 
Asked whether this could include the Chinese 
yuan, she said it was something the country was 

looking at. "It might," she said, adding that it 
wouldn't happen this year.  
Bond issues would help Ukraine to manage $15 
billion in foreign currency debt that needs to be 
repaid or refinanced by 2020 - $8 billion of 
which is due by next year - with its programme 

with the International Monetary Fund (IMF) well 
off track.  
A euro issuance could come this year, depending 

on market conditions, Markarova said, but issues 
in other currencies like the yuan are further into 
the future.  
Ukraine's plan for servicing its debt would be 
made public in its upcoming mid-term debt 

strategy she said.  
The 2018 budget envisages total borrowing of 
bewteen $2 billion and $2.5 billion, with 
Markarova expecting about $1.5 billion of that 
to come from the market. The rest is expected 
to come from sources such as the IMF and the 
European Union. 

Ukraine is still at odds with the IMF over a 
number of outstanding measures in its $17.5 
billion aid programme, of which it has received 

about $8.7 billion so far. 
Recent tweaks to plans to establish a court to 
target corruption are believed to have received 
IMF approval but there is still a stalemate over 
demands for another rise in gas prices and 
measures to plug some other recent budget 

shortfalls. 
There is no firm date yet for the IMF's team to 
visit Ukraine again, though the two sides are in 
regular contact, Markarova said.  
"A 2.5 percent (budget deficit) is a target and 
we will definitely stay within that target," she 
said. 

"I'm sure in discussions with our international 
colleague we will show them how we plan to do 

it. We will find a solution that is good for the 
budget." 
 
(Reporting by Marc Jones and Emma Rumney 
Editing by David Goodman) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF backs Ukraine anti-corruption 

court plan  

25-Jul-2018  

By Marc Jones 

LONDON, July 25 (Reuters) - The International 

Monetary Fund has given its backing to 
Ukraine's plans for an anti-corruption court, 
removing one of the key hurdles needed for 

the government to get its next $2 billion 
tranche of aid.  

The court is being set up as part of Ukraine's 

$17.5 billion bailout and has become a symbol of 
its efforts to stamp out high-level corruption that 
has blighted the country for decades.  
"The legislative framework for the High Anti-
Corruption Court, once the recently adopted 
amendments are signed into law, will be 

consistent with the authorities’ commitments 
under Ukraine’s IMF-supported program," an 
IMF spokeswoman told Reuters. 
There are still a number of other issues that still 
need to be resolved, however, before Kiev finally 
receives the IMF money. 

There remains a standoff over plans to raise the 
country's gas prices as well as additional 

spending cuts or money raising measures 
needed to plug some shortfalls in revenues 
earlier in the year. 
Kiev has only received half the $17.5 billion 
aid earmarked for its aid programme which is 
due to run out next year. It has not had any 

fresh money since April last year. 

"Discussions on other outstanding issues, 
including gas prices and the government budget, 
are ongoing," the spokeswoman said.  
 
(Reporting by Marc Jones; editing by Jamie McGeever) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine keeps gas prices unchanged 

despite IMF demands  

26-Jul-2018  
By Natalia Zinets 
KIEV, July 26 (Reuters) - Ukraine on Thursday 

extended a freeze on gas prices until at least 
Sept. 1, reducing its prospects of securing 
more money from the International Monetary 
Fund needed to keep its war-battered 
economy on a stable footing.  

Ukraine must raise gas prices to market levels in 

order to qualify for more aid under a $17.5 
billion IMF programme. It initially agreed to raise 

prices under a jointly agreed formula but has 
since postponed price rises a number of times. 
The government may shy away from potentially 
unpopular measures like gas price hikes with 
presidential and parliamentary elections due 
next year.  
Ukraine has received no IMF money since April 

2017 due to a slowdown in reforms, putting the 
country in a more financially precarious position 
as it must repay around $15 billion of foreign 
currency debt in the next two years. 
The government said talks with the IMF were 
continuing but signalled its reluctance to meet 

the fund's terms.  

"Negotiations are ongoing," the government said 
in a statement. "The government of Ukraine 
stresses that the price of gas is too sensitive a 
topic to approach in a purely mathematical 
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way." 
Ukraine earlier in July fulfilled another of the 
IMF's conditions by passing legislation to set 
up a special court to try corruption cases, but 
that on its own is unlikely to lead to more IMF 
disbursements. 

Asked for comment on Thursday's decision, an 
IMF spokesman repeated that Ukraine had 
fulfilled its obligations on the corruption court 
and "discussions on other outstanding issues, 

including gas prices and the government budget, 
are ongoing".  
The country's economy crashed following 
Russia's annexation of Crimea in 2014 and the 
outbreak of separatist fighting in the Donbass 
region.  
Ukraine plans to ramp up its borrowing in 

order to manage its debts and reduce its 
sensitivity to exchange rates, which arises 
from much of its debt being dollar-
denominated, the finance minister told 
Reuters on Monday. 

 
(Reporting by Natalia Zinets and Pavel Polityuk; 
writing by Matthias Williams; Editing by Jane Merriman 
and Jan Harvey) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

IMF's Lagarde says Argentina 

"unequivocally" making fiscal progress   

21-Jul-2018  
BUENOS AIRES, July 21 (Reuters) - Argentina is 

"unequivocally" making progress on its goals 
to cut its fiscal deficit as part of a $50 billion 
International Monetary Fund (IMF) program, 
Fund Managing Director Christine Lagarde 

said on Saturday.  

Lagarde told reporters at the G20 meeting of 

finance ministers and central bank governors in 
Buenos Aires that IMF staff consulted with 
Argentine officials after June's inflation level of 
29.5 percent printed above the target band, but 
that Argentina's inflation goals were 

"attainable."  
"We have respect and encouragement for the 
policies that are being developed by the 
government of Argentina," Lagarde said. 
 
(Reporting by Luc Cohen 
Editing by Daniel Flynn) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina economy plunges most since 

2009 in May; recession looms  

24-Jul-2018  

By Luc Cohen 
BUENOS AIRES, July 24 (Reuters) - Argentina's 

economy shrank 5.8 percent in May versus the 
same month last year, government statistics 
agency Indec said on Tuesday, the second 
straight month of declines in a sign of looming 
recession and a possible GDP contraction in 

2018. 

The sharpest monthly decline since July 2009 
was mostly caused by the grains powerhouse's 
worst drought in decades, which harmed 
soybean and corn crops. Farming activity shrank 
35 percent year-over-year, while industrial 
output fell 1.4 percent and transport and 

communications fell 4.9 percent. 

The drought was one factor behind a run on the 
peso currency and financial market volatility that 
prompted Argentina to turn to the International 
Monetary Fund (IMF) for an emergency loan. 
Argentina has also suffered from a broader 
investor pullback from risky emerging market 

assets. 
While the government began the year with rosy 
forecasts of growth above 3 percent this year 
after a 2.9 percent expansion in 2017, many 
analysts began predicting a recession -- two 
straight quarters of negative growth -- for 2018 
after the country announced in May it was 

turning to the IMF.  
The Fund still expects a slight expansion of 
0.4 percent in 2018, and the government says 
it could be even higher. But May's decline -- 
which exceeded the median estimate in a 
Reuters poll for a 1.3 percent contraction -- 
increased the chances that overall growth 
could be negative despite a strong first 
quarter. 

"We see a very significant risk that the economy 

will experience a recession in 2018 ... and that 
real GDP (gross domestic product) growth in 
2018 will dip into negative territory," Alberto 
Ramos, head of Latin America economics at 
Goldman Sachs, wrote in a note.  
Tighter fiscal policy as the government cuts 
public works spending to reach its deficit 

targets and high interest rates as the central 
bank seeks to fight incessant inflation mean 
the economy would "remain soft in coming 
quarters," Ramos wrote.  

Construction activity rose 4.4 percent in May, 
down substantially from the 10.2 percent 
increase in April, while wholesale and retail 
commerce rose 0.5 percent compared with 5.5 

percent in May. The financial sector grew 10.8 
percent and real estate activity grew 4 percent. 
Economic activity declined 1.4 percent when 
compared with April, the data showed. 
Indec also revised its estimates for April's 
economic activity to a 0.6 percent decline year-
over-year, compared with 0.9 percent 

previously, and a 2.8 percent decline month-on-
month, compared with 2.7 percent previously. 
 
(Reporting by Luc Cohen; Editing by Grant McCool and 
Sandra Maler) 
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(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 

 
 

Argentina sells $400 mln in dollar debt   

25-Jul-2018  
BUENOS AIRES, July 25 (Reuters) - Argentina 

sold $400 million in dollar-denominated 
Treasury notes maturing in 182 days at a 

nominal annual interest rate of 3.75 percent 
to refinance maturing debt, the Treasury 
Ministry said in a statement on Wednesday.  

The government said it received $486 million 
worth of orders. 

 
(Reporting by Luc Cohen 
Editing by Chizu Nomiyama) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina increases bus, train fares to 

reduce fiscal deficit  

27-Jul-2018  
BUENOS AIRES, July 27 (Reuters) - Argentina 

will gradually increase fares for public transit 
in the Buenos Aires metro area, the 
transportation minister said on Friday, in an 
effort to reduce its fiscal deficit. 

Bus tickets, which cost as little as 10 pesos 
($0.36), will increase by 30 percent, or one peso 
per month over the next three months. The 
price of train tickets will also rise to 8.75 ($0.32) 
from 6.75 ($0.25) over the same period, 

Transportation Minister Guillermo Dietrich told 
reporters. 
The increases seek to reduce Argentina's large 
subsidies for public transit operators in order to 
meet fiscal targets following its $50 billion 
financing deal with the International Monetary 

Fund last month. 

Dietrich said that if there was another option, 
President Mauricio Macri "would have done it, 
because we know that an extra peso in 
everyone's pocket matters."  
The minister said fares for low-income 
passengers would rise by a lower percentage. 

 
($1 = 27.2950 Argentine pesos) 
(Reporting by Eliana Raszewski, Scott Squires; editing 
by Grant McCool) 
(( Scott.Squires@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Chile 

Moody's Says Downgrades Chile's 

Ratings To A1  

27-Jul-2018  

July 26 (Reuters) - Moody's:  
Moody's says downgrades Chile's ratings to 
A1, changes outlook to stable from negative. 

Moody's says downgraded government of Chile's 
issuer and senior unsecured debt ratings to A1 
from AA3. 
Moody's says rating downgrade reflects 
gradual but broad-based deterioration in 
Chile's credit profile. 

Moody's says stable outlook reflects view Chilean 

government retains important credit strengths, 
including high scores on governance, policy 
effectiveness indicators. 
Moody's says does not anticipate Chile will 
regain the credit strength it had in previous 
years. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ecuador 

Ecuador economy on right track but 

reform follow-through is key  

23-Jul-2018  
By Rodrigo Campos 
NEW YORK, July 23 (Reuters) - Ecuador's 

recent turn toward a more market friendly 
economic policies has lifted investor 

sentiment toward the Andean country, but 
follow-through beyond fiscal discipline will be 
key in order for the positive market reaction 
to continue, investors and analysts said. 

Ecuador's stock market,  has outperformed most 
of its larger South American neighbors so far in 
2018. Its benchmark 2026 sovereign bond yield, 
recently above 11.5 percent, has fallen by more 
than 160 basis points over the last month to 9.8 

percent. 
Part of the upbeat market sentiment can be 
traced to May, when social democrat President 
Lenin Moreno named an economy minister from 
within the business community. 
Richard Martinez arrived with a plan to reduce 
external debt and the fiscal deficit. He has 

reached out to multilateral financing 
organizations and has driven negotiations 
over legislation that would allow 8-to-12 
years of income tax exemption for new 
private investment over the next two years.  

"This incentive would allow to accelerate both 
local and foreign private investment and foster 
growth," said the Ecuadorian economy and 
finance ministry in an emailed reply to Reuters. 

With Ecuador's currency pegged to the U.S. 
dollar, the country has effectively sacrificed an 
independent monetary policy, putting an even 
sharper focus on fiscal policy. 
The fiscal consolidation plan has pleased 
investors according to Giulia Pellegrini, 
deputy head of emerging markets economic 
research for BlackRock in London. 

Preliminary data for the first six months of 2018 
show a "significant fiscal tightening," both from 
a reduction in new spending and from lower 
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costs in recurring spending, she said.  

"The government has shown that it means 

business in the first half of the year," Pellegrini 
said. "We have good signs but we really want to 
see them complete this process." 
A reform of the mining code would also be 
important, analysts said, if the government 
expects the private sector investment to fill the 

void left by the government's belt tightening. 
"It’s a two-fold issue. It’s not only trying to 
correct the fiscal imbalance that they have but 
also trying to incentivize investment so that the 
economy becomes less reliant on government 
spending for growth, which had been the case 

over the past decade," said Renzo Merino, an 
analyst of sovereign risk at Moody’s Investors 
Service in New York. 

Ecuador's U.S. dollar-denominated sovereign 
bond yield spread stands at 637 basis points 
over benchmark U.S. Treasuries, as measured 
by the JPMorgan Emerging Markets Bond Index 

Global. That is down from a 1-1/2 year high of 
806 basis points hit a month ago, but still 
roughly 300 basis points wider than the 
benchmark index. 
"When markets realize that Ecuador is reducing 
fiscal expenditure and that the macroeconomic 
environment is better than 2017, we anticipate 

that the pricing of Ecuadorian bonds will 
recover," the economy ministry said. 
"When conditions guarantee a sizable amount 
(of debt issuance) at single digits (yield), 

Ecuador would consider tapping the world 
markets." 

CHALLENGES AND GREEN SHOOTS 
Ecuador pays a confidence premium after recent 
defaults on its debt. Traders in credit default 
swaps are pricing in a probability that Ecuador 
will default in the next year at 6.4 percent, 
compared to between 1.0 percent and 1.4 
percent for Colombia, Mexico and Brazil. 

Argentina's probability stands just above 3.0 
percent while Venezuela, with a crumbling 
economy, is near 73 percent. 
"I don't think an Ecuadorian default is a realistic 
discussion right now. They are cutting back 

spending and they have piecemeal sources of 
financing," said Siobhan Morden, head of Latin 

America fixed income strategy at Nomura 
Securities International in New York. 
"But there's a distrust given their track record of 
defaults," she said. "When a country is running a 
huge deficit and has no access to external 
capital markets, investors start to debate how it 

is going to pay." 
The OPEC member is particularly vulnerable to 
globally tightening financial conditions as its 
shallow market makes it heavily dependent on 
external financing, according to Richard Francis, 
a director at ratings agency Fitch. 
"Ecuador is still adjusting to external shocks that 

have exposed underlying structural imbalances 
in the country's economy," wrote International 
Monetary Fund staffers after a recent visit.  
The shocks have been felt across emerging 
market economies as the U.S. dollar 

strengthened in recent months and, combined 

with rising interest rates, served to drive 

financing costs higher. 
But the IMF also highlighted increased 
transparency as well as steps to "strengthen 
fiscal institutions and re-establish a competitive 
private-sector driven economy." 
The government said it is in "very close and 

active dialogue" with the IMF, the World Bank 
and other multilateral financing institutions, 
"mainly in the context of technical assistance 
missions." 
 
(Reporting by Rodrigo Campos; additional reporting by 
Alexandra Valencia in Quito; Editing by Daniel Bases) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Peru 

IMF - IMF Executive Board Concludes 2018 
Article IV Consultation with Peru  

25-Jul-2018  
July 25, 2018  
On July 9, 2018, the Executive Board of the 

International Monetary Fund (IMF) concluded 
the Article IV consultation with Peru.  
Peru has been one of the top performers in 
Latin America since the turn of the century. 
Robust growth has helped close the income 
gap with the largest regional economies and 
reduce poverty significantly, while inflation 

has remained low. Sound macroeconomic and 
structural reforms have played an indispensable 
role in this.  

After a difficult 2017, the economy is recovering. 
Extreme weather caused by El Niño and 
spillovers from the Odebrecht investigation led 
to subpar growth in 2017, and the poverty ratio 
increased. While high commodity prices are 
currently supporting investment and broader 

economic activity, domestic headwinds have 
continued. The Odebrecht case led to the 

resignation of President Kuczynski. The 
authorities have also been facing the challenge 
of rebuilding infrastructure damaged by El Niño. 
In the face of this, the new Cabinet has moved 
quickly to implement various measures and 

receive special legislative powers from Congress 
to speed up the reconstruction and implement 
needed reforms. Recent indicators suggest a 
pickup in economic activity.  
Against this backdrop, growth in 2018 is 
expected to increase to 3.7 percent, supported 
by countercyclical fiscal and monetary stimulus. 

In 2019-20, the recovery of private domestic 
demand is expected to push growth above 4 
percent, even as gradual fiscal consolidation 

takes place. In the medium term, growth is 
projected to converge to its potential of 4 
percent. Headline inflation is expected to 

gradually increase to the center of the central 
bank target range of 1-3 percent by end-2018.  
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Executive Board Assessment  

Executive Directors commended the authorities 

for implementing sound macroeconomic policies 
and key structural reforms over the past two 
decades, which have helped keep inflation low, 
raise incomes and reduce poverty. While 
medium term risks are tilted to the downside, 
high copper prices and reduced political 

uncertainty create a window of opportunity for 
addressing remaining challenges and increasing 
potential growth.  
Directors agreed that the fiscal policy stance 
should remain countercyclical in 2018. Given 
the negative output gap, Directors supported 
the authorities' objective to expand public 
investment to meet the significant 
reconstruction needs after the flooding and 

landslides, while also stressing the 
importance of increasing implementation 
capacity of subnational governments.  

Directors welcomed the commitment to medium 
term fiscal consolidation, under the fiscal 
responsibility framework. They supported the 
focus on revenue mobilization through 
strengthening tax policy and administration, and 

streamlining current expenditures to help free 
up space for much needed public investment.  
Directors considered that the accommodative 
monetary policy stance remains appropriate and 
that monetary policy should remain data 
dependent. While the central bank has improved 
the communication of its policy guidance, it 

could consider further enhancements in this 
area. Directors underscored that exchange rate 
flexibility is an important shock absorber, and 
foreign exchange interventions should continue 
to be two sided and limited to addressing 
disorderly market conditions.  

Directors observed that the financial sector 
remains sound and resilient to severe 
macroeconomic shocks, as shown by the stress 
tests, thanks to a robust supervisory framework, 
although high concentration, off balance sheet 
positions, and common exposures call for 
continued monitoring of risks and for increasing 

capital surcharges for systemically important 
banks. Directors welcomed the reduction in 

financial dollarization, but stressed the 
importance of taking steps to reduce it further. 
Directors recommended further improvement of 
the macroprudential framework, including by 
giving enhanced mandates for macroprudential 

policy to the central bank and the financial 
supervisor.  
Directors underscored the need for continued 
structural reforms to tackle the long standing 
challenge of high informality and low 
productivity. Directors called for further efforts 

to strengthen governance, improve education, 
increase labor market flexibility, and enhance 
financial deepening and inclusion. They 

highlighted the importance of reforming the 
pension system to enhance social protection and 
reduce inequities.  
Under Article IV of the IMF's Articles of 

Agreement, the IMF holds bilateral discussions 
with members, usually every year. A staff team 

visits the country, collects economic and 

financial information, and discusses with officials 

the country's economic developments and 
policies. On return to headquarters, the staff 
prepares a report, which forms the basis for 
discussion by the Executive Board.  
At the conclusion of the discussion, the 
Managing Director, as Chairman of the Board, 

summarizes the views of Executive Directors, 
and this summary is transmitted to the country's 
authorities.  
 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Puerto Rico 

U.S. Senate liberals seek new Puerto 

Rico debt relief  

26-Jul-2018  

By Richard Cowan 
WASHINGTON, July 25 (Reuters) - A group of 

U.S. Senate liberals on Wednesday introduced 
legislation providing debt relief to Puerto Rico 
as the island territory struggles to recover 
from a devastating 2017 hurricane that 
worsened conditions in an already-suffering 
economy. 

Independent Senator Bernie Sanders and 

Democratic Senator Elizabeth Warren have 

joined up with three other liberal Democratic 
senators in seeking broad debt relief for Puerto 
Rico and other U.S. territories. 
The U.S. commonwealth declared the largest 
municipal bankruptcy in 2017 under the so-
called federal PROMESA law, and is seeking to 

restructure in court more than $70 billion in 
debt. It also has another $45 billion or so in 
unfunded pension liabilities. 
"Greedy Wall Street vulture funds must not be 
allowed to reap huge profits off the suffering and 
misery of the Puerto Rican people for a second 

longer," Sanders said in a statement. 
Their initiative is not expected to gain traction in 

the Republican-controlled Congress, but it could 
provide hints about what Democrats might 
pursue if they manage to win majorities in either 
the Senate or House of Representatives in 
November's congressional elections. 

The bill surfaced on the same day a federal 
judge took up but did not immediately rule on 
litigation by the Puerto Rican government 
challenging the ability of its federally appointed 
oversight board to enforce certain measures 
through the budget and fiscal plan. A U.S. House 
committee also held a hearing on management 

turmoil at the island's bankrupt electric utility.  
The Senate bill would give U.S. territories the 
option to terminate non-pension debt obligations 

under certain conditions. 
It would provide $7.5 billion for Puerto Rican 
creditors whose debt is terminated, including 
Puerto Rican residents, banks and credit 
unions that did business solely in Puerto Rico. 

Another $7.5 billion would be set aside for 

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 

  20 

mainland creditors whose debt was 
terminated, including individual investors. 

Backers of the legislation said the $15 billion in 

Washington funding would not be made 
available to hedge funds and their investors, 
bond insurers or financial firms with consolidated 
assets greater than $2 billion. 
Spokesmen for a bondholders group that 
includes hedge funds and for bond insurer MBIA 

Inc declined to comment on the legislation on 
Wednesday. 
Congress passed the PROMESA legislation in 
2016, which created a seven-member board to 
manage Puerto Rico's finances. 
In U.S. District Court in Puerto Rico on 

Wednesday, Judge Laura Taylor Swain, who is 
overseeing the territory's bankruptcy case, also 

received an update on privatizing the Puerto 
Rico Electric Power Authority (PREPA). Attorneys 
for the island's oversight panel said the private 
market had “significant amount of interest” in 
taking over PREPA assets and operations. 

Meanwhile, the U.S. House Committee on 
Natural Resources heard from energy, finance 
and restructuring experts on ways to depoliticize 
PREPA and make it a regulated and fully 
functioning utility in order to attract private 
investment.  
"This has been an ongoing problem we need to 

break this time," said Committee Chairman Rob 
Bishop, who rejected the idea of federalizing the 
utility. 

Since mid-July, there have been three executive 
directors either in place or named to oversee the 
utility's restructuring and the restoration and 

upgrading of the U.S. territory's electric grid, 
which was decimated by Hurricane Maria last 
year. 
Although invited, Puerto Rico Governor Ricardo 
Rossello declined to attend. In written 
testimony, Rossello disputed allegations of 
political interference sparking turnover of the 

utility's executive directors and board members. 
He said current PREPA head Jose Ortiz has 
unassailable credentials and has demonstrated 
in his previous government roles the ability "to 

put politics aside." 
 
(Reporting by Richard Cowan in Washington 
Additional reporting by Karen Pierog in Chicago and 

Luis Valentin Ortiz in San Juan 
Editing by Daniel Bases, Susan Thomas and Matthew 
Lewis) 
(( Richard.Cowan@thomsonreuters.com  
+1 202 898-8391  
Reuters Messaging: 
richard.cowan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Venezuela 

Venezuela to remove five zeroes from 

ailing currency  

26-Jul-2018  
By Brian Ellsworth 

CARACAS, July 25 (Reuters) - Venezuela will 

remove five zeroes from the bolivar currency 
rather than the three zeroes originally 
planned, President Nicolas Maduro said on 
Wednesday, in an effort to keep up with 
inflation projected to reach 1 million percent 
this year.  

The OPEC nation's economy has been steadily 
collapsing since the 2014 crash of oil prices left 
it unable to maintain its socialist economic 

system that for years provided lavish subsidies 
while enforcing strict price controls.  
Annual inflation in June topped 46,000 
percent, according to the opposition-run 
Congress. The IMF said this week it could hit 
seven digits this year, putting it on par with 
the crises of Zimbabwe in the 2000s and 
Germany in the 1920s. 

"The monetary reconversion will start on Aug. 
20," Maduro said in a televised broadcast, 

showing new bills that are to be released next 
month. 
He said the overhaul would tie the bolivar to the 
recently launched state-backed cryptocurrency 
called the petro, without offering details. 
Cryptocurrency experts have said the petro 

suffers from a lack of credibility because of a 
lack of confidence in Maduro's government and 
the mismanagement of the country's existing 
national currency. 
The government has said it is the victim of an 
"economic war" led by opposition leaders with 

the help of Washington, which last year levied 

several rounds of sanctions against Maduro's 
administration and a group of top officials. 
The country's high inflation rate has made it 
nearly impossible to obtain cash. 
Venezuela's minimum wage is now about the 
equivalent of $1 a month, which has left citizens 
across the country unable to eat properly or 

obtain basic medical care - fueling an exodus of 
Venezuelans seeking to escape the economic 
crisis.  
The government had been prepared to cut three 
zeroes off the currency in June but postponed 
the measure at the request of banking industry 

leaders who said the financial system was not 

ready for the measure. 
Maduro on Wednesday proposed an overhaul to 
the currency crimes law in order to improve the 
flow of foreign investments. 
Economists routinely identify the exchange 
controls as a major hindrance to economic 

growth. The issue will be taken up by the 
country's all-powerful Constituent Assembly, 
Maduro said. 
He also said he was transferring a concession 
bloc of the vast Orinoco heavy oil belt to the 
central bank, which he said would help shore up 
the bank's international reserves. 

 
(Additional reporting by Deisy Buitrago and Corina 
Pons; Editing by Leslie Adler and Peter Cooney) 
(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
(c) Copyright Thomson Reuters 2018. 
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AFRICA 
 

Algeria 

Algeria's economic policy may 

accelerate inflation - IMF  

23-Jul-2018  
ALGIERS, July 23 (Reuters) - OPEC member 

Algeria's decision to turn to monetary 
financing to cut budget deficits could cause 
higher inflation as its non-oil sector remains 
weak, the International Monetary Fund (IMF) 

said. 

Algeria late last year approved a law allowing 
the central bank to lend directly to the public 

treasury to overcome deficits after a fall in 
energy earnings. 
The North African country relies heavily on oil 
and gas, which account for about 94 percent 
of total exports and 60 percent of the state 
budget. 

"If not adequately sterilized, the increased 
liquidity would raise perceived or actual nominal 
wealth and stimulate demand, causing prices to 
rise in the short term due to insufficient 
domestic supply or saving opportunities," the 
IMF said in a report. 
The government has imposed import restrictions 

for some goods including foodstuffs and home 
appliances as part of measures to cut spending 

and offset the fall in energy revenue since 2014. 
"The government may then need to further 
resort to monetary financing in the subsequent 
years, which would risk plunging the economy 
into an inflationary spiral," the report said. 

Algeria's inflation declined to 5.6 percent in 2017 
from 6.4 percent the previous year, according to 
the government. 
 
(Reporting by Hamid Ould Ahmed Editing by Ulf 
Laessing) 
(( hamid.ouldahmed@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

Egypt's budget deficit narrows to 9.8 

pct in FY 2017/18  

26-Jul-2018  
CAIRO, July 26 (Reuters) - Egypt's budget 

deficit for the 2017-2018 fiscal year was 9.8 
percent of gross domestic product (GDP), 
down from 10.9 percent the previous year, 
deputy finance minister Ahmed Kouchouk said 
on Thursday. 

Egypt achieved a primary fiscal surplus for the 
first time in 15 years, making four billion 

Egyptian pounds ($224 million), Kouchouk said 

in a news conference. 
Tax revenues increased by 36 percent in fiscal 
year 2017-2018, to 628 billion Egyptian 
pounds, he added. 

Egypt increased subsidies on fuel to 121 billion 

Egyptian pounds, up from previous projections 

of 110 billion pounds, Kouchouk said. 

The economy has been battered by years of 
turmoil that began after mass protests in 2011 
forced President Hosni Mubarak to step down. 
But the country has been showing signs of 
recovery in recent months amid tough reforms 
including cuts to energy subsidies implemented 

by the government of President Abdel Fattah al-
Sisi as part of a $12 billion IMF loan agreement. 
 
($1 = 17.8500 Egyptian pounds) 
(Reporting by Ehab Farouk, writing by Amina Ismail; 
Editing by Kevin Liffey and Stephen Powell) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Foreign holdings of Egyptian treasuries 

$17.5 bln at end-June  

26-Jul-2018  
By Ehab Farouk and Nadine Awadalla 
CAIRO, July 26 (Reuters) - Foreign holdings of 

Egyptian treasuries stood at $17.5 billion at 

the close of the fiscal year at the end of June, 
Finance Minister Mohamed Maait told a news 
conference on Thursday.  

The number represents a sharp drop from the 
end of March, when holdings stood at $23.1 
billion. 
"Around $3-4 billion in foreign investment in 

Egyptian government debt exited during the 

latest emerging markets crisis ... but our yields 
are still the best among the emerging markets," 
Maait said. 
Egypt's short- and long-term debt yields 
climbed steadily between April and July as 
part of a broad global sell-off in emerging 
markets. 

Bankers and economists told Reuters this month 

that an estimated $4-5 billion had left Egypt's 
debt market during the sell-off. (nL8N1U84F7)  
Yields have cooled since, with 12-month yields 
declining at an auction on Tuesday to an 
average of 19.134 pct from 19.379 a week 
earlier. Yields also fell on three-, six-, and nine-

month treasuries auctioned on Tuesday. 

Egypt floated its currency in November 2016, as 
part of an ambitious economic reform plan tied 
to a $12 billion IMF loan programme aimed at 
boosting growth after years of turmoil drove 
tourists and foreign investors away. 
It became one of the world's hottest destinations 
for portfolio investors last year after short-term 

yields touched 22 percent, the result of 
aggressive central bank rate hikes aimed at 
curbing inflation. 
Egypt sold $7 billion in Eurobonds in 2017, 
returning to international markets after 
turmoil following the overthrow of President 
Hosni Mubarak in 2011.  

"No decision has been made thus far over 

international bond issuances in 2018-2019 and 
there will not be any decision for another month 
or two," Maait said on Thursday. 
Former finance minister Amr El Garhy said in 
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April that Egypt aims to issue dollar-

denominated Eurobonds worth $6-7 billion in the 

2018-2019 financial year. 
 
(Reporting by Ehab Farouk; Writing by Nadine 
Awadalla; Editing by Kevin Liffey) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018 
 
 

Ethiopia 

Ethiopia set on economic reforms, but 

won't be rushed  

26-Jul-2018  
•New PM wants to open up economy of 100 

million people 
•Growth requires new way of working, bank 
governor says 
•Says FX shortages are hurting businesses 
•Says liberalising banking sector some way 
off 
•Rules out birr devaluation this financial year 

By Maggie Fick and Aaron Maasho 
ADDIS ABABA, July 26 (Reuters) - Ethiopia has 

embarked on a root-and-branch overhaul of 

its economy, though its currency will not be 
devalued any time soon and liberalising the 
state-dominated banking sector will take 
years, the recently appointed head of its 
central bank said.  

Yinager Dessie took the helm last month as one 

of the main players in a far-reaching programme 
of political and economic reforms that Prime 
Minister Abiy Ahmed is pushing though.  

In a candid interview at odds with the secretive 
traditions of the National Bank of Ethiopia (NBE), 
the 47-year-old Yinager said the country was 
making a clean break with the state-driven 
economic model phased in following the end of 
military rule in 1991. 
"We cannot move the way we were moving the 

past 15-16 years," he told Reuters on 
Wednesday, referring to a period of rapid growth 
driven by huge state investments in 
infrastructure. 

"We should look into new ways of managing the 
economy."  

Massive change has swept through the country 
of 100 million people since Abiy took office in 
April and set about dismantling the status quo. 
The 41-year-old has made peace with neighbour 
Eritrea - a move that could bring substantial 
economic benefits to landlocked Ethiopia - ended 
a state of emergency, freed political prisoners 

and put a complacent civil service on notice. 
The government has also said it wants sell 
stakes in state-owned firms in the hope the 
private sector will boost already pacy growth 
and create jobs for the hundreds of thousands of 
young Ethiopians entering the market each year. 

"If we maintain and sustain this environment 

politically, it will create tremendous opportunity 
for this country," Yinager said. 
In an attempt to boost exports, the bank 
devalued the birr currency by 15 percent in 

October for the first time in seven years  

While acknowledging a chronic shortage of 

dollars that is stifling growth, Yinager ruled out 
any further devaluation in this financial year, 
which runs until next July.  
OPENING UP 
Yinager's predecessor held the position for two 
decades, during which time he granted only a 

handful of interviews to state media. Ethiopian 
journalists joked that he was as shadowy as the 
head of the intelligence services. 
By contrast Yinager, a former National Planning 
Commission head who holds a PhD in 
environmental science from a university in 

Vienna, was happy to acknowledge the problems 
facing the economy and admit the government 
was seeking help to solve them. 

"We have established a working group which 
deals with reforms in the finance sector... that 
will be supported by experts from the World 
Bank and IMF," he said. 

When and how to liberalise the antiquated 
banking sector, currently off-limits to foreign 
investors, is a sensitive issue for the 
government, however. 
Yinager said establishing mobile banking was a 
priority, but authorities would tread carefully for 
fear that local lenders, locked in a 20th century 

banking time-warp, would be crushed by an 
influx of international banks. 
"It requires some sort of preparation to liberalise 
our banking system, so we are working on that," 

he said, adding this process would take "some 
years". 

The currency crunch that Ethiopia has been 
battling has eased slightly over the last two 
months with a sharp narrowing of the gap 
between the official and black-market birr rates. 
But businesses that need hard currency to 
import raw materials say the unpredictability of 
the central bank's foreign currency allocation 

system has forced some to lay off staff or shut 
down completely. 
"This is one area where we are going to make 
some reform," Yinager said, acknowledging 
that one of the main reasons for the overhaul 
was the need for the economy to generate 
more dollars. 

In the last three weeks, remittances from 
Ethiopia's huge diaspora had also started flowing 

through the official market, he added, declining 
to give figures. 
More short-term relief had come from a $1 
billion deposit by the United Arab Emirates into 
central bank coffers, support that Addis was 
trying to replicate with other foreign 
governments, including Saudi Arabia, he said. 

"Other countries have shown huge interest to 
give us billions of dollars," he said, declining to 
give details. 
Yinager also said Addis was looking at ways to 

reduce its reliance on loans from China, which 
he said was the source of 85 percent of 

Ethiopia's external debt. 
 
(Additional reporting by Cecilie Kallestrup in Nairobi; 
Editing by Ed Cropley and John Stonestreet) 
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(( edward.cropley@thomsonreuters.com ; +27 11 775 
3165; Reuters Messaging: 
edward.cropley.thomsonreuters.com@reuters.net 
af.reuters.com @ReutersAfrica)) 
(c) Copyright Thomson Reuters 2018. 

 
 

Ghana 

Ghana central bank keeps policy rate at 

17 pct  

23-Jul-2018  
ACCRA, July 23 (Reuters) - Ghana's central 

bank kept its benchmark interest rate 
unchanged at 17 percent as expected on 
Monday, mindful of the possible impact on 
inflation of pressure on emerging economies, 
governor Ernest Addison said. 

The first hold this year also helps cushion any 

spillover effect from a potential trade war 
between the U.S and China, Addison told 
reporters in Accra. 
Annualized inflation rose for a second time in a 
row to 10 percent in June while the local cedi 
currency, which had been fairly stable in the first 

quarter, depreciated around 6 pct in the last two 
months, Addison said. 
"Global conditions are characterized by 
geopolitical tensions and uncertainties in the 
external environment ... There are also concerns 
about further tightening of US monetary policy 

with adverse implications on capital flows and 

currency markets for emerging market and 
frontier economies," he said. 
"Given the circumstances, especially with 
regards to the global outlook, the committee 
decided to maintain the monetary policy rate at 
17 percent while closely monitoring 
developments in the near-term," he added. 

Monday's hold was expected and it would "calm 
the markets", banking analyst Otuo 
Acheampong told Reuters. 
Yet the local currency remained under pressure 
on Monday at 4.81 to the dollar, down from last 
week's 4.79, Reuters data showed.  
The major commodity exporter's public debt 
amounted to $34.9 billion, representing 63.8 
percent of GDP at the end of May, while its net 
international reserves stood at $4.15 billion at 
the end of June, representing 2.2 months of 
import cover. 

 
(Reporting by Kwasi Kpodo; Editing by Andrew Bolton) 
(( kwasi.kpodo@thomsonreuters.com ; +233)( 
244696990; Reuters Messaging: 
kwasi.kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana sells $98 mln of local bonds at 

18 pct yield  

26-Jul-2018  
ACCRA, July 26 (Reuters) - Ghana accepted all 

471 million cedis ($98 million) worth of bids 

tendered for a 3-year domestic bond issued 
on Thursday and will pay a slightly higher 

yield of 18 percent compared to the last sale, 
joint book-builders Barclays Bank Ghana said. 

An initial guide price for the 2021 paper, which 

was open to non-resident investors, was set at 
between 17.25 percent and 18 percent. 
Settlement is due on July 30, Barclays said. 
The West African major commodity exporter is 
seeking funds to finance the government's 2018 
budget and restructure debt. It sold a 3-year 

bond in a similar transaction last month with a 
17.5 percent yield. 
 
(Reporting By Kwasi Kpodo; Editing by Kirsten 
Donovan) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

Tunisia plans to reduce its budget 

deficit next year to 3.9 pct  

24-Jul-2018  

July 24 (Reuters) - Tunisia plans to reduce its 

budget deficit next year to 3.9 pct from 4.9 
pct this year, with expectations of a relative 
improvement in public finances thanks to 
improved tourism revenues, Tunisian Prime 
Minister said on Tuesday. 

"The economic data will begin to improve by the 
end of this year and we plan to contain the 
deficit to just 3.9 percent for the first after the 

2011 revolution", Youssef Chahed told state 
news agency TAP. 
 
(Reporting By Tarek Amara Editing by Matthew Mpoke 
Bigg) 
(( tarek.amara@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Uganda 

Fitch Affirms Uganda at 'B+'; Outlook 

Stable  

24-Jul-2018  
Fitch Ratings-Hong Kong-July 24: Fitch 

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

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The 'B+' rating reflects Uganda's strong 
medium-term growth outlook and track record of 

relative macroeconomic stability, balanced 
against persistent twin deficits. The rating is 
constrained by low GDP per capita, a weak 

business environment, and political risks related 
to the lack of a clear succession plan for the 
long-serving President Museveni. 
Fitch forecasts Uganda's GDP growth to 

accelerate to 5.8% in the fiscal year ending June 
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2019 (FY19). This follows an acceleration to 

5.5% in FY18 after growth dropped to 3.9% in 

the previous year owing to drought conditions 
and lower government expenditure. The 
recovery in overall growth has been supported 
by strong growth in the services sector and by a 
rebound in agriculture following improved 
rainfall. Under-execution of the capital budget 

presents a downside risk to the growth outlook. 
Moreover most of Uganda's agriculture is rain-
fed, a fact that will leave agricultural output 
varying with weather conditions, and low levels 
of private-sector credit growth will continue to 
act as a drag on economic growth. 

Uganda's medium-term growth outlook supports 
the ratings. Fitch expects growth to reach 6% in 
FY20 and to remain at or above that level in the 

following years. The commencement of oil 
production will provide an additional boost to 
growth, but Fitch expects that oil production will 
not begin before FY22. The date of first oil in 

Uganda has been a moving target, with 
significant delays stemming from slow 
movement on government actions necessary to 
begin building wells, storage facilities and an 
export pipeline. Most notably, the authorities will 
need to settle land rights issues and implement 
the inter-governmental agreement with Tanzania 

before the final investment decision on the 
planned export pipeline can be made. 
The track record of relative macroeconomic 
stability is a rating strength. The Bank of 

Uganda's (BOU) monetary policy has helped 
moderate inflation. CPI growth fell to 1.7% in 

May 2018, from 7.2% in same month in 2017, 
although Fitch expects inflation to begin rising 
and to average 5.8% in FY19. The authorities' 
commitment to a flexible FX rate makes Uganda 
less vulnerable to external shocks and has 
helped with foreign reserves accumulation. Fitch 
forecasts reserves to increase to USD3.5 billion 

by end-2018, up from USD2.9 billion in 2015. 
The reserves level will fall in months of current 
external payments (CXP) in 2018, to 4.8 months 
from 5.3 in 2017, but this still compares 
favourably with the 'B' median of 3.9 months of 

CXP. 
The authorities' economic policymaking was 

supported by a non-disbursing Policy Support 
Instrument (PSI) that commenced in 2013. The 
programme expired in 2017, but the 
government is in discussions with the Fund for a 
new three-year programme. In Fitch's view, a 
new programme would support the authorities' 

policy adjustment efforts, especially in the areas 
of public finances and fiscal policy. 
Uganda's fiscal deficit continues to be wider 
than peers, with an FY17/18 general 
government deficit estimated at 4.9% of GDP, 

compared with 3.7% for the 'B' median. Fitch 
expects that Uganda's deficit will widen to 6.4% 

of GDP in FY18/19, as the government continues 

increasing its capital expenditure to finance 
infrastructure developments. Uganda's fiscal 
deficits have been somewhat restrained by 
lower-than-budgeted levels of capital 

expenditure; this trend is likely to continue. 

Under-execution of the capital budget reflects 

ongoing problems with project implementation, 
which is likely to have a negative impact on the 
return on investment of Uganda's infrastructure 
build-out. 
Public-sector debt has risen substantially as 
external borrowing has replaced grants in 
financing government deficits. Grants 

averaged over 4% of GDP in FY03 to FY12, 
but fell to 1.1% in FY13 to FY17. Over the 
same five-year period general government 

debt rose to 36.8% of GDP, from 26.8%. Fitch 
forecasts government debt to rise to 38% by 
end-FY19 and to peak at 46% of GDP only in 
FY22. Although this is in line with the authorities 
plan to keep debt under 50% of GDP, rising 

levels of debt limit the country's ability to deal 
with shocks. 
Fitch forecasts Uganda's current account deficit 
(CAD) to narrow slightly in 2018, to 4.2% of 
GDP, which is equal to the 'B' median. However, 
the CAD will widen to 8.2% of GDP in 2019, as 
increasing development spending drives an 

increase in imports. Uganda's net external debt 
(forecast at 20.5% of GDP in 2018) is higher 
than peers, but most of the external debt stock 
is in long-dated, concessional or near-
concessional debt to the sovereign. 
Uganda is under-banked with banking sector 

assets below 30% of GDP. The sector is 
characterised by a high level of variance 

between foreign-owned banks and domestic 
banks in terms of credit profile and balance 
sheet strength. Banks have been impacted by 
economic headwinds, but the recovery in growth 
has improved the sector's financial soundness 

indicators. Asset quality has improved, with 
NPLs falling to 5.3% as of March 2018 after 
peaking at 10.5% in 4Q16. Ugandan banks are 
relatively well capitalised, with a ratio of Tier 1 
capital to assets of 21.6% in March 2018. In our 
view, these levels are prudent because of the 
banks' sensitivity to high credit concentration. 

According to the BOU's stress tests, the sector is 
resilient even to large shocks. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Uganda a 
score equivalent to a rating of 'B+' on the 
Long-Term Foreign-Currency (LT FC) IDR 
scale. 

In accordance with its rating criteria, Fitch's 
sovereign rating committee decided not to adopt 
the score indicated by the SRM as the starting 
point for its analysis because, the SRM output 
has migrated to 'B+' from 'B', but in our view 
this is potentially a temporary improvement. 
Assuming an SRM output of 'B', in accordance 

with its rating criteria, 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: 

•Macroeconomics: +1 notch, to reflect strong 
medium-term growth potential and sound 
economic policymaking. 
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Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 

variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 

our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the ratings are 
currently well-balanced. The main factors that 

could, individually, or collectively, trigger 
positive rating action include: 
•An improvement in the public finances, for 

example through higher domestic revenue 
mobilisation or improved expenditure 
rationalisation. 
•A narrowing in the current account deficit, for 

example as a result of improved export 
performance. 
•An improvement in GDP per capita relative to 
peers. 
The main factors that could, individually, or 
collectively, trigger negative rating action 
include: 

•Deterioration in the public finances leading to 
public debt peaking higher and not subsequently 
falling as currently expected. 
•A reduction in medium-term growth potential 

and a weakening of the macroeconomic policy-
making framework. 

•A sharp widening of the current account deficit, 
not matched by an increase in long-term 
financing, which would increase external 
vulnerability. 
KEY ASSUMPTIONS 
Fitch assumes that a final investment decision 
will be made by the end of 2018 in the oil 
sector and that rising infrastructure 

investment and oil sector development will 
culminate in the commencement of oil 
production by end-2022. 

We assume political stability is maintained. 
The full list of rating actions is as follows: 

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

Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'B+' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'B+' 
Issue ratings on short-term senior unsecured 

local-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 
 

 

Zambia 

Moody's Downgrades Zambia's Ratings 

To Caa1, Maintains Stable Outlook  

27-Jul-2018  
July 27 (Reuters) - Moody's:  
Moody's downgrades Zambia's ratings to 
CAA1, maintains stable outlook. 

Moody's says downgraded government of 
Zambia's long-term issuer ratings to caa1 from 
B3. 

Moody's says Zambia's downgrade reflects 
ongoing fiscal consolidation challenges, pointing 
to an increasing government debt burden. 
Moody's says while currency has been stable so 

far this year, downward pressure may intensify 
given Zambia's fragile external position. 
 
(( Reuters.Briefs@thomsonreuters.com ;))  
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia to refinance part of Chinese 

debt, Eurobonds  

30-Jul-2018  

LUSAKA, July 30 (Reuters) - Zambia wants to 

refinance portions of Africa's No. 2 copper 
producer's Chinese debt and its Eurobonds as 
part of a debt austerity plan, its finance 
minister said on Monday. 

Finance Minister Margaret Mwanakatwe said a 
high level mission from Zambia would travel to 
China in August to firm up discussions in order 

to create smooth cash flows.  
Mwanakatwe also said refinancing its Eurobonds 
was not in any way a failure to repay them. 
Zambia wanted to refinance portions of the 
Chinese debt with a medium-term maturity 
profile, she said.  

"This will ultimately create positive and smooth 
cash flows," Mwanakatwe said. 

President Edgar Lungu said on Saturday a 
Turkish company had expressed interest in 
refinancing Zambia's $750 million Eurobond 

falling due in 2022. 
Mwanakatwe said the refinancing of the 
Eurobonds to achieve lower costs and longer 
maturities with potential investors, will be done 

in full consultation with the bond holders. 
Zambia, whose credit rating was downgraded 
by Moody's on Friday, said in December last 
year that it would begin refinancing 
Eurobonds worth a total $3 billion in 2019 to 
reduce the cost of debt servicing for Africa's 
No.2 copper producer. 

In June, Zambia decided to delay all planned 
borrowing indefinitely, slowing down the 

accumulation of new debt amid worries about 
the risk of distress. 

 
(Reporting by Chris Mfula Editing by James Macharia) 
(( chris.mfula@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
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GLOBAL 
 

IMF warns G20 economic leaders that 

tariffs hurting global economy  

21-Jul-2018  
By Luc Cohen and David Lawder 
BUENOS AIRES, July 21 (Reuters) - The 

International Monetary Fund (IMF) warned 

world economic leaders on Saturday that a 
recent wave of trade tariffs would 
significantly harm global growth, a day after 
U.S. President Donald Trump threatened a 
major escalation in a dispute with China.  

IMF Managing Director Christine Lagarde said 
she would present the G20 finance ministers and 
central bank governors meeting in Buenos Aires 

with a report detailing the impacts of the 

restrictions already announced on global trade. 
"It certainly indicates the impact that it could 
have on GDP (gross domestic product), which in 
the worst case scenario under current 
measures...is in the range of 0.5 pct of GDP on a 
global basis," Lagarde said at a joint news 
conference with Argentine Treasury Minister 

Nicolas Dujovne.  
Her warning came shortly after the top U.S. 
economic official, Treasury Minister Steven 
Mnuchin, told reporters in the Argentine capital 
there was no "macroeconomic" effect yet on the 
world's largest economy. 

Long-simmering trade tensions have burst into 
the open in recent months, with the United 
States and China - the world's No. 2 economy - 
slapping tariffs on $34 billion worth of each 
other's goods so far.  
The weekend meeting in Buenos Aires comes 
amid a dramatic escalation in rhetoric on both 

sides. Trump on Friday threatened tariffs on all 
$500 billion of Chinese exports to the United 
States. 
U.S. Treasury Secretary Steven Mnuchin will try 
to rally G7 allies over the weekend to join it in 
more aggressive action against China, but they 
may be reluctant to cooperate because of U.S. 

tariffs on steel and aluminum imports from the 

European Union and Canada, which prompted 
retaliatory measures.  
The last G20 finance meeting in Buenos Aires 
in late March ended with no firm agreement 
by ministers on trade policy except for a 
commitment to "further dialogue."  

German Finance Minister Olaf Scholz said he 

would use the meeting to advocate for a rules-
based trading system, but that expectations 
were low. 
"I don't expect tangible progress to be made at 
this meeting," Scholz told reporters on the plane 
to Buenos Aires. 
Mnuchin told reporters on Saturday that he has 

not seen a macroeconomic impact from the U.S. 

tariffs on steel, aluminum and Chinese goods, 
along with retaliation from trading partners.  
But he said there have been microeconomic 
effects on individual businesses, he said, adding 
that the administration was closely monitoring 

these and looking at ways to help U.S. farmers 

hurt by retaliatory tariffs.  

The U.S. dollar fell the most in three weeks on 
Friday against a basket of six major currencies 
after Trump complained again about the 
greenback's strength and about Federal Reserve 
interest rate rises, halting a rally that had driven 
the dollar to its highest level in a year. 

 
(Reporting by Luc Cohen, David Lawder and Eliana 
Raszewski 
Additional reporting by Gernot Heller Editing by Daniel 
Flynn and Franklin Paul) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Global economy has peaked; trade war 

torpedoes optimism  

26-Jul-2018  
By Shrutee Sarkar 
BENGALURU, July 26 (Reuters) - Global 

economic activity remains solid but has 
already passed its peak, according to 
economists in Reuters polls who expect 
protectionist policies on trade, which show no 

signs of abating, to tap the brakes 
significantly. 

While trade conflict between the United States 

and other major trading partners, in particular 
China, has had only a modest impact on global 
trade and the world economy so far, the turmoil 
in financial markets clearly suggests confidence 

has taken a hit. 
World stocks have been whipsawed by several 
sell-offs in recent weeks. The dollar has risen 5 
percent since April on those concerns and on 
still-solid expectations for several more Federal 
Reserve interest rate hikes this year and next. 
Reuters polls of economists, foreign exchange 

analysts, bond market and equity market 
strategists in recent months have raised alarm 
bells and the U.S. government bond market is 
also close to flashing a recessionary signal. 
In the latest Reuters polls taken this month, 
nearly three-quarters of the 150 economists 
who answered an additional question said 
trade protectionism would have a significant 
downward impact on global growth next year. 

That conclusion is based on trade barriers 
already raised and U.S. President Donald 
Trump's threat to impose further tariffs on all 
$500 billion of imported goods from China will 
likely make sentiment worse. 
"The protectionist measures announced so far 
are unlikely in themselves to have a strong 

negative impact on growth, but we are deeply 
concerned about a possible escalation of the 
trade conflict," noted Marco Valli, head of macro 

research at UniCredit.  
"The balance of risks for the global economy is 
therefore now shifting significantly to the 

downside." 
Analysis of the latest Reuters polls based on 
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more than 500 economists covering around 40 

countries shows, based on their estimates, that 

growth in most major economies has already 
peaked. 
Average global economic growth for this year 
and 2019 was forecast at 3.8 percent and 3.7 
percent respectively, based on contributions 
from more than 70 economists. 

While that is unchanged from a poll published 
three months ago, it is lower than the 
International Monetary Fund's projections. 
"The direct effects of higher tariffs should not 
have a meaningful impact on global growth," 
wrote Neville Hill, co-head of global economics 

at Credit Suisse. 
"But we remain concerned that uncertainty could 
have a chilling effect on business investment, 

which remains a key driver of global growth. 
That's important given a global economy with 
differences in growth momentum and policy 
risks." 

U.S. economic growth, which likely surged to an 
annualised 4.1 percent in the quarter just gone, 
is expected to lose momentum in the current 
and subsequent quarters and through to the end 
of next year to about half that rate.  
Economic growth in the euro zone, Germany, 
France, Italy, Britain, Japan and China was also 

expected to slow this year and next.  
Even India, which is forecast to remain the 
fastest-growing major economy this year, is not 
expected to match or surpass the 7.7 percent 

rate reported for the latest quarter.  
CENTRAL BANKS  
While policymakers remain cautious on 
uncertainty caused by the trade war and 
slowing growth, policy tightening was still 
expected to be on the agenda before the next 
downturn. 

Despite the recent rise in oil prices, inflation was 
still forecast to remain tame and the outlook for 
interest rates across most major economies was 
largely unchanged compared with three months 

ago. 
The Fed is expected to plough ahead as planned 
with two more rate hikes this year and two next 
year. The European Central Bank is still on 

course to end its crisis-era stimulus by end-2018 
and raise rates in a year from now or a bit 
longer. The Bank of England is expected to raise 

rates in August. 
The dilemma for major central banks is the 
need to move away from almost a decade of 
stimulus without curbing economic growth 
and so bringing the next recession closer. 

The median probability of a U.S. recession in the 
next two years was 35 percent, higher than the 
30 percent chance of that in Britain and 25 

percent probability of one in the euro zone. 
But much depends on there being no further 
major escalation in global trade tensions. That is 

far from clear. 
"I am kind of assuming that trade tensions won't 
keep escalating," said Jim O'Sullivan, chief U.S. 
economist at High Frequency Economics. "I think 

it's the biggest source of downside risk in the 
year ahead. But in the end I am assuming that 

the trade war doesn't drag us into a recession." 

 
(Polling and reporting by the Reuters Polls team in 
Bengaluru and bureaus in Shanghai, Tokyo, London, 
Milan, Paris, Istanbul, Johannesburg, Toronto, Brasilia, 
Mexico City, Lima, Buenos Aires, Bogota, Caracas and 
Santiago 
Editing by Alison Williams) 
((shrutee.sarkar.thomsonreuters.com; +91 80 
67496170; Reuters Messaging: ( 
shrutee.sarkar.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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