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ASIA 
 

China 

Investors rethink China spreads in rush 

for sovereign bond  

27-Oct-2017  
HONG KONG, Oct 27 (IFR) - The People's 

Republic of China issued one of the tightest 
US dollar sovereign bonds on record, sealing 
its position as an economic heavyweight in 
global debt capital markets. 

The US$2bn five and 10-year notes, equally split 

between the two tranches, priced at Treasuries 
plus 15bp and 25bp, respectively, and received 
US$21bn in orders as investors at home and 
abroad chased the country's first US dollar 

sovereign deal since 2004. 
Final pricing came below guidance of Treasuries 
plus 30bp-40bp for the five-year tranche and 
Treasuries plus 40bp-50bp for the 10-year. 
The bonds priced inside the secondary curve of 
Triple A rated Sweden's US$2bn 1.25% five-year 

notes priced in September 2016, which were 
spotted at G+17bp on an after-swap basis, 
according to Thomson Reuters data. China is 
rated lower at A1/A+/A+, after it lost its Double 

A ratings from Moody's and S&P this year. 
In what was seen as payback, China's Ministry of 
Finance issued the new bonds without 

international ratings. 
"This is an extremely eye-catching deal that 
validates China's position in trade and in 

international capital markets in terms of 

pricing, reception and secondary levels," said 
Ashish Malhotra, global head of bond 
syndicate at Standard Chartered. 

"The outcome also provides a material positive 
impact on emerging markets for what it can 
demonstrate in pricing. It's the deal of the 
decade." 
Both the 2022s and 2027s were bid tighter in 

the aftermarket at a range of Treasuries plus 
8bp to Treasuries plus 11bp, with some bids as 
low as Treasuries plus 4bp, just a stone's throw 
away from the risk-free rate of US Treasuries. 
Investors such as Pimco said the new bonds 
could soon trade inside US Treasuries. 
"Given how this deal was priced, trading inside 

of UST is not that far away and could happen in 
the blink of an eye," said Luke Spajic, head of 
portfolio management for emerging Asia at 
Pimco. "The credit quality of the US (compared 
to China), the depth of liquidity in its treasury 
market and benchmark nature of US debt should 
not be compared in an unfiltered way to a very 

small bond issue which was heavily 
oversubscribed. Experienced investors would not 
dwell on it too much and naturally would prefer 
USTs over the Chinese sovereign debt in USD." 
Major Chinese SOEs such as Sinopec have 
tightened massively since the sovereign 

announcement in June, with some names 
continuing to tighten 10bp this week. The trend 

is expected to continue as investors like the 
Bank of Singapore view the National Congress's 
move to continue to deleverage the economy 
and rebalance toward consumption as positive. 
"For the US dollar emerging market bond 
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markets, China remains the primary growth 
engine and we expect that this will continue," 

said Todd Schubert, head of fixed income 

research at Bank of Singapore. "However, with 
valuations at historic tights investors will need to 
be selective in their purchases of Chinese US 
dollar bonds." 
THE BLUEST OF BLUE CHIPS 
Chinese investors, including banks and bank 

entities, placed large tickets of at least 
US$600m each for the new bonds, according to 
sources. However, a deal banker cited "the 
bluest of blue chips of global fund managers, 
asset liability desks at banks and key central 
bank names" as receiving allocations. Europe 
and offshore US accounts were allocated nearly 

half the bonds across both tranches. 

Demand was further spurred as the bonds will 
be considered a high-quality liquid asset (HQLA), 
making them repo-eligible in the US dollar 
clearing system in Hong Kong. The offering 
prospectus stated that the Hong Kong 

government is also examining a profits tax 
exemption on Chinese US dollar sovereign 
bonds. 
In a further show of support from the city, an 
investor told IFR that Hong Kong Financial 
Secretary Paul Chan attended the roadshow at 
the Hong Kong Monetary Authority headquarters 

on Wednesday. 
The bonds will also be eligible for major bond 
indexes such as the JP Morgan Emerging 
Markets Bond Index (EMBI). 

When China last issued US dollar notes in 2004, 
it sold a US$500m five-year bond at Treasuries 
plus 60bp. The massive tightening since is a 
reflection of the country's rising influence in the 

global economy in the past decade. 
Final orders for the five-year tranche totalled 
US$11bn across 279 accounts. Asia took 52%, 
Europe 28% and offshore US 20%. In terms of 
investor types, 51% of the buyers were fund 
managers, 34% were banks, 11% from the 
public sector, 2% insurers and pension funds 

and the rest private banks. 
For the 10-year notes, final orders stood at 
US$10bn from 314 accounts. Asia took 47%, 

Europe 34% and offshore US 19%. By investor 
type, 66% went to fund managers, 12% to 
banks, 16% to the public sector, 4% to insurers 

and pension funds, and the rest to private 
banks. 
The Reg S notes, to be listed on the Stock 
Exchange of Hong Kong, are unrated. 
Bank of China, Bank of Communications, 
Agricultural Bank of China, China Construction 
Bank, CICC, Citigroup, Deutsche Bank, HSBC, 

ICBC and Standard Chartered Bank were joint 
lead managers and joint bookrunners on the 
transaction. 
 
(Reporting by Frances Yoon, Carol Chan; Editing by 
Vincent Baby) 
((frances.yoon@thomsonreuters.com; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net)) 
 

 

Rare China sovereign bond sees robust 

global demand, tight pricing  

27-Oct-2017  

•Orders pile in for first China sovereign bond 
issue since 2004 
•Tight pricing to help lower borrowing cost 
for state firms 

•China sovereign CDS, SOE bonds rally 

By Umesh Desai 
HONG KONG, Oct 26 (Reuters) - International 

investors piled into a rare global bond offering 
from China, with orders more than 10 times 
the $2 billion on offer, allowing Beijing to 
price it at much lower spreads than initially 
indicated. 
The sovereign debt sale is expected to serve 
as a pricing benchmark for China's state-

owned firms which are among Asia's most 
active issuers in the offshore bond market. 

China, which last sold a global bond in 2004, 
priced a $1 billion, 5-year bond at 15 basis 
points (bps) over US Treasuries on Thursday and 
a $1 billion, 10-year tranche at 25 bps over. 
That compares with the initial guidance of 30-40 
bps and 40-50 bps respectively. The bonds are 

unrated. 
The total issue attracted $21 billion in orders, 
with investors unfazed by two downgrades of the 
sovereign this year by S&P and Moody's.  
By late afternoon on Friday, the 2.125 percent 
bonds due 2022 were trading at 99.65/99.78 

cents on the dollar for a yield of about 2.19 
percent. 
The yield had dropped to as low as 2.114 
percent, according to Thomson Reuters data. 
The 2.625 percent bonds due 2027 were 
trading at 110.27/100.58 cents on the dollar 
for a yield of 2.57 percent. 

The yield had fallen to a low of 2.317 percent, 
trading inside US Treasuries at one point. 

"Everyone wants to get their hands on this bond. 
These are tight levels but we are interested as 
there is little risk of repeated issuance in the 
same maturity bucket," said Edmund Goh, fund 
manager at Aberdeen Standard Investments. 
The unsatiated demand spilled over into the 

credit default swaps market - another route that 

investors can use to get credit exposure. The 5-
year CDS for China dropped on Friday to 45.5 
bps from 49 bps. 
The bonds had similar allocation patterns in 
geographic terms and by investor type.  
The 2022 bond saw 52 percent participation 
from Asia, 28 percent from Europe and 20 

percent from the United States. 
By investor type ,fund managers accounted 
for 51 percent, banks 34 percent, public 
sector investors 11 percent and others 4 
percent. 
The 2027 bonds saw a 47 percent take up 
from Asia, 34 percent from Europe and 19 
percent from U.S. investors. 

By investor type, fund managers accounted for 
66 percent, banks 12 percent, public sector 

investors 16 percent and others 6 percent. 
"Sovereign bonds set the benchmark and create 

mailto:frances.yoon.thomsonreuters.com@reuters.net)
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velocity for capital markets to deepen," said 

Henrik Raber, Standard Chartered debt capital 

market head.  
We expect to see continued robust primary bond 
issuance activity across Asia, and in particular, 
from China."  
Existing bonds from these issuers have seen 
spreads narrow in anticipation of tight pricing of 

the underlying sovereign. 
Export Import Bank of China's bonds have rallied 
10 bps since the sovereign debt plan was 
announced earlier this month. 
"It will re-price the China (state-owned 
enterprise) curve across the board particularly 

higher-rated bonds like CNOOC, Sinopec, 
Petrochina," said Raymond Lee of Kapstream 
Capital adding that he would prefer investing via 

credit default swaps - insurance-like contracts 
that protect against defaults. 
"I would prefer to go long the CDS if I want 
exposure to a China sovereign, which is 

providing an extra around 20 bps of carry and 
also considered liquid. In recent times it's 
uncommon for the CDS to trade tighter than the 
bond, and it tells us that the technical bid is very 
strong for the new deal." 
This demand for China's CDS has pushed it to 
levels below higher-rated sovereigns such as 
South Korea. 

Investors say that infrequent, high profile 
issuers such as China can get away with 
pricing the bonds tightly even though the 
bonds are unrated. 

Last month, S&P cut China's long-term 
sovereign credit ratings by one notch to A+ from 
AA-, after a downgrade from Moody's in May. 
The move put S&P's ratings in line with those of 

Fitch and Moody's. 
Both S&P and Moody's cited risks from a rapid 
build-up in debt.  
China's finance ministry has described the 
S&P downgrade as "a wrong decision" that 
ignored the economic fundamentals and 
development potential of the world's second-
largest economy.  

President Xi Jinping said at the Communist Party 

Congress last week that China will deepen 

economic and financial reforms and further open 
its markets to foreign investors as it looks to 
move from high-speed to high-quality growth. 
Bank of China, Bank of Communications, 
Agricultural Bank of China, China Construction 
Bank, CICC, Citigroup, Deutsche Bank, HSBC, 

ICBC and Standard Chartered Bank have been 
hired to manage the deal. 
 
(Reporting by Umesh Desai; Editing by Kim Coghill, 
Jacqueline Wong and Peter Graff) 
(( umesh.desai@thomsonreuters.com ; +852-2843 
6935)) 
 
 

China's US$ sovereign bonds rally  

27-Oct-2017  
HONG KONG, Oct 27 (IFR) - China's sovereign 

bonds rallied a day after investors who had 
fuelled a US$21bn order book for the US$2bn 

issue rushed to the secondary market to buy 
more of the bonds. 

The US$2bn five and ten-year notes, split 

equally between the tranches, were last spotted 
at Treasuries plus 11.5bp and 12bp respectively, 
inside final pricing that was already deemed 
tight. 
The 2.125% 2022s and 2.625% 2027s priced at 
Treasuries plus 15bp and 25bp respectively, 

below guidance of Treasuries plus 30bp-40bp for 
the five-year tranche and Treasuries plus 40bp-
50bp for the 10-year. 
The bond prices of Chinese SOEs such as 
Sinopec and State Grid rose briefly on Friday 
morning, but had shed the modest gains by the 

afternoon. 
Sinopec's April 2027s jumped almost a point at 

the break, but have since pared those gains and 
were bid at 102.2, according to Tradeweb. 
Sinopec's 3.0% April 2022s shed gains and were 
last spotted about a third of a point lower at 
100.64. 

State Grid's 3.5% 2027s were bid at 
79.8bp/75.8bp. 
South Korea's US$1bn 2.75% 2027s were little 
changed, trading around T+66bp, but the 
sovereign had benefited from the rally in 
Chinese credits, tightening 4bp since Monday. 
In frontier markets, Mongolia's US$800m 

5.625% 2023s, which also were heavily 
oversubscribed, were wrapped around par. 
Those bonds tightened 50bp during marketing 

on Wednesday. 
 
(Reporting by Frances Yoon; Editing by Vincent Baby) 
©Thomson Reuters 2017. All rights reserved. 
 
 

India 

India Government Bonds Slump After 

Hawkish MPC Minutes 

23-Oct-2017  
By Dharam Dhutia 
NewsRise 

MUMBAI (Oct 23) -- Indian sovereign bonds 

tumbled after the nation’s Monetary Policy 
Committee reiterated inflation risks in its 
October meeting minutes last week, with one 
panel member hinting at the possibility of a 

future rate hike. 

The benchmark 6.79% bond maturing in 2027 
ended at 99.93 rupees, the lowest since its 
issuance on May 12, yielding 6.80%, against 
100.20 rupees and a 6.76% yield on Oct. 18. 
Indian financial markets were closed on Oct. 19 
and Oct. 20 for local holidays. 

“There are no positive triggers left for the 
market, as the minutes are hawkish. The U.S. 
yields have risen and we already have worries 

on the fiscal front,” said Killol Pandya, Head - 
Fixed Income, Peerless Mutual Fund. “There may 
be bouts of value buying from long-term 
investors and the benchmark yield should 

remain around current level till any new 
negative trigger.” 
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India should be ready to raise policy rates if the 

underlying drivers of inflation strengthen further, 

Reserve Bank of India Executive Director and a 
member of the rate-setting MPC Michael Patra 
said, according to the minutes of the rate-
setting’s latest meeting. 
“I vote for status quo, but only as long as 
inflation readings stay within the target of 4%,” 

Patra said in the minutes released on Oct. 18. 
“It is time to be in readiness to raise the policy 
rate to quell the underlying drivers of inflation if 
they strengthen further.” 
The MPC had kept its key policy rates unchanged 
at the meeting earlier this month while 

highlighting inflation risks. The Committee said 
that inflation is expected to rise from its current 
level and range between 4.2%-4.6% in the 

second half of this year, against the earlier 
projection of 4%-4.5% released in August. 
The central bank needs to be vigilant on account 
of uncertainties on the external and fiscal fronts 

and this calls for a cautious approach on policy 
stance, MPC Chairman and Reserve Bank of 
India Governor Urjit Patel said in the minutes. 
The panel is mandated to keep retail inflation at 
4% with a band of two percentage points on 
either side. 
Meanwhile, India’s fiscal deficit in the first six 

months of the current financial year that started 
Apr. 1 is likely to be around 90% of the full-year 
target, narrowing about six percentage points 
from the April-August reading, a senior 

government official said, citing an initial forecast 
based on provisional data.  

India will raise 150 billion rupees by selling 
bonds this week. The Reserve Bank of India will 
likely announce the details of the papers today, 
while 12 states will raise at least 120 billion 
rupees by selling debt tomorrow. The central 
bank will also sell 100 billion rupees of bonds via 
an open market operation on Oct. 26. 

 
The benchmark Brent crude oil contract was at $57.79 
per barrel against $57.75 per barrel in the previous 
session. India imports 80% of its crude oil needs. 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

India bank recap bonds unlikely to 

reflect in fiscal deficit  

26-Oct-2017  
NEW DELHI, Oct 26 (Reuters) - The Indian 

government's 2.11 trillion-rupee ($32.53 
billion) plan to infuse capital into its banks, 
bulk of which will be funded via 
recapitalisation bonds, is unlikely to reflect in 
the fiscal deficit, a finance ministry official 
said on Thursday. 

The government announced the recapitalisation 
plan earlier this week. As part of the plan 1.35 
trillion rupees worth of bonds will be issued. 
The government has a target to keep fiscal 

deficit at 3.2 percent of gross domestic product 

in the year to March 2018, and at 3 percent in 

the next financial year. 
 
($1 = 64.8550 Indian rupees) 
(Reporting by Manoj Kumar) 
(( devidutta.tripathy@thomsonreuters.com ; +91 
84518 40430; Reuters Messaging: 
devidutta.tripathy.thomsonreuters.com@reuters.net )) 
 
 

India Government Bonds Rise On Value 

Buying; Debt Auction Eyed  

26-Oct-2017  
By Dharam Dhutia 
NewsRise 
MUMBAI (Oct 26) -- Indian sovereign bonds 

rose, on likely value buying after the 
benchmark note hit a record low yesterday, 
even as traders await a debt auction 
tomorrow. 

The benchmark 6.79% bond maturing in 2027 
ended at 99.94 rupees, yielding 6.80% in 
Mumbai. The note had ended at 99.83 rupees, 
the lowest closing level since its issuance on May 
12, yielding 6.81%, yesterday. 

“The market was oversold yesterday, as we still 
do not have clarity on how the recapitalisation 
bonds will work. So, we saw some buying 
today,” said Soumyajit Niyogi, associate director 
of credit and market research, India Ratings. 
“However, there is a general caution, and the 

benchmark yield is unlikely to fall below 6.80% 
in near term.” 
Bonds had fallen yesterday after the government 
announced earlier this week a bank 
recapitalisation plan that might increase supply 
in the market. 
India will inject 2.11 trillion rupees ($32.4 

billion) in the next two years to recapitalise 
state-run banks in a bid to spur credit growth 
and boost private investments as part of 
efforts to help revive a slowing economy. 

The government will fund the banks’ capital 
infusion with the so-called recapitalisation bonds 
worth 1.35 trillion rupees, while the balance 760 
billion rupees will be funded via budgetary 

support and market borrowing, Financial 

Services Secretary Rajiv Kumar told reporters in 
New Delhi earlier this week. 
India aims to issue bank recapitalisation bonds 
amounting to 600-700 billion rupees this fiscal 
year, a senior finance ministry official said. “The 
details of the bonds - their tenors, rates, etc., 

will be decided in four weeks,” the official, who 
didn’t wish to be identified, told NewsRise. 
India’s proposed bank recapitalisation bonds are 
unlikely to be accounted as part of the fiscal 
deficit, a senior government official said today, 
potentially easing concerns that such 
instruments aimed at injecting fresh capital in 

state-run lenders may widen the budget gap. 
Bank recapitalisation bonds that were issued in 
1995 will serve as a template for the proposed 
papers that the government will issue through 
the next two fiscal years, an official, who didn’t 
wish to be identified, told reporters in New Delhi. 
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State-run banks were the largest buyers of 

government bonds yesterday, with net 

purchases of 21.40 billion rupees, taking their 
total weekly purchase to 54.59 billion rupees, 
data from Clearing Corp of India Ltd. showed. 
The central bank today sold 100 billion rupees 
worth of government bonds under the so-called 
open market operations, the eighth such auction 

this fiscal. The cutoff for the notes was largely in 
line with expectations. 
India will also borrow 150 billion rupees by 
selling four bonds tomorrow, and the auction 
includes 80 billion rupees of 6.68% 2031 bond. 
The RBI will set underwriting fees for the same 

today. 
 
The benchmark Brent crude oil contract was at $58.30 
per barrel against $58.44 at the previous close. 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indonesia 

Indonesia sells nearly 9 trillion rupiah 

in retail bonds  

23-Oct-2017  

JAKARTA, Oct 23 (Reuters) - Indonesian 

government sold 8.95 trillion rupiah ($661.35 

million) worth of bonds to local retail 
investors, Finance Ministry's financing and 
risk management office said in a statement on 
Monday.  
The bonds, maturing in October 2020, were 
sold with 5.85 percent coupon rate, the 
statement said. It is the lowest coupon rate 
for the debt, locally known as "ORI", since it 
was first introduced in 2006, it added. 

More than 11,000 investors bought the bonds. 

Last year, the government raised nearly 20 
trillion rupiah through sales of ORI, with 6.6 
percent coupon rate. 

In comparison, Indonesia's 3-year government 
bonds are traded with 6.084 percent yield on 
Monday.  
"The incoming bid was lower-than-expected 

because there are many investors who are still 
in 'wait-and-see'. They see high market 
dynamics, currently," Scenaider Siahaan, a 
finance ministry official, told Reuters.  
Global geo-political conditions and U.S. Federal 
rate decision are among the risks market are 
watching now, he added.  

Meanwhile, Indonesia's central bank surprised 
the market with two consecutive cuts in key 
policy interest rate in August and September. It 
has cut the benchmark rate by 200 basis points 

since the beginning of 2016. 
 
($1 = 13,533 rupiah) 
(Reporting by Hidayat Setiaji; Writing by Fransiska 
Nangoy; Editing by Sherry Jacob-Phillips) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 

2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Indonesia sells 7 trillion rupiah of 

Islamic bonds  

24-Oct-2017  
JAKARTA, Oct 24 (Reuters) - Indonesia's 

finance ministry sold 7 trillion rupiah of 
Islamic bonds at an auction on Tuesday, 
above the indicative target of 5 trillion rupiah, 
its financing and risk management office said. 

The weighted average yield for Islamic T-bills 
maturing in April 2018 was 4.79102 percent. 
The project-based sukuk maturing in May 2019 
had a weighted average yield of 5.88564 

percent, higher than the 5.83568 percent yield 

at the previous auction on Oct. 10. 
The weighted average yield for the project-
based sukuk maturing in May 2021 was 6.40123 
percent, up from 6.26968 percent at the last 
auction. 
The weighted average yield for the project-

based sukuk maturing in August 2023 was 
6.60745 percent, compared with 6.50399 
percent in the previous auction, while the 
sukuk maturing in November 2031 had a 
weighted average yield of 7.42991 percent. 

Total incoming bids on Tuesday were 13.87 
trillion rupiah, down from 17.32 trillion rupiah in 
the previous auction. 
The highest bid-to-cover ratio was 2.95 for the 

Islamic T-bills maturing in April 2018.  
On Monday the financing and riks management 
office said the government raised nearly 9 
trillion rupiah through sales of bonds to local 
retail investors. 
 
(Reporting by Fransiska Nangoy; Editing by Sunil Nair) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 

fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Indonesia parliament approves 2018 

budget, deficit target 2.19 pct of GDP  

25-Oct-2017  

JAKARTA, Oct 25 (Reuters) - Indonesia's 

parliament has approved the government's 
proposed 2018 budget and its fiscal deficit 
target of 2.19 percent of GDP, deputy house 
speaker Taufik Kurniawan said on 
Wednesday. 

The 2018 deficit target is lower than the official 
target of 2.92 percent of gross domestic product 
in the revised 2017 budget. 

The government is aiming for 2,220.7 trillion 
rupiah ($163.67 billion) in spending next year 
and expects revenue of 1,894.7 trillion rupiah, 
based on an assumption of GDP growing 5.4 
percent. 

Below are details of the 2018 state budget and 
the revised 2017 budget for comparison.  

 
($1 = 13,568 rupiah) 
(Reporting by Hidayat Setiaji; Writing by Fransiska 
Nangoy; Editing by Sam Holmes) 
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(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Kuwait 

Fitch Affirms Kuwait at 'AA'; Outlook 

Stable  

23-Oct-2017  
HONG KONG, October 23 (Fitch) Fitch Ratings 

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

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

KEY RATING DRIVERS 
Kuwait's key credit strengths are the 
sovereign's exceptionally strong fiscal and 
external metrics and, at a forecast 
USD50/bbl, one of the lowest fiscal breakeven 
Brent oil prices among Fitch-rated oil 

exporters. These strengths are tempered by 
Kuwait's heavily oil- dependent economy, 
geopolitical risk, weak governance and a poor 

business environment. A generous welfare state 
and the large economic role of the public sector 
present increasing challenges to public finances, 
given robust growth of the Kuwaiti population. 
Assets and performance of the Kuwait 
Investment Authority (KIA) are not disclosed. 

We estimate that KIA's assets exceeded USD514 

billion or 453% of GDP at end-2016. Of this 
amount, the Reserve Fund for Future 
Generations (RFFG) accounted for almost 
USD400 billion and continues to increase, due to 
investment income and the statutory transfer of 
10% of government revenue. Meanwhile, the 

value of the General Reserve Fund (GRF), which 
holds the accumulated government surpluses of 
previous years, is estimated to have fallen for a 
third year in a row, to USD116 billion, as the 
government tapped the GRF for financing. 
In a hypothetical scenario where fiscal deficits 
remain at the level expected for the fiscal year 

ending March 2018 (FY17/18), the transfer to 

the RFFG continues and the GRF remains the 
sole source of financing, the GRF would be 
exhausted within about 10 years, while tapping 
the RFFG would allow Kuwait to sustain its 
current deficits for decades. 
The government met its FY16/17 financing 

need by issuing around KWD2.2 billion (USD 
7.3 billion) of net new local debt, USD8 billion 
of eurobonds and taking around USD4 billion 
from the GRF. We expect the financing mix in 
FY17/18 to have a similar debt component, 
although this is conditional on the passage of 
the new debt law in the National Assembly, 
doubling the government's borrowing cap to 
KWD20 billion. Assuming that the law will be 
passed, we see debt approaching the new cap 
in FY19/20, when it would be equivalent to 

48% of GDP. 

We estimate the general government balance at 
KWD74 million (0.2% of GDP) in FY16/17, 

including estimated investment income worth 

around KWD4.7 billion and excluding the 

statutory transfer of 10% of revenue to the 
RFFG, worth around KWD1.3 billion. The 
government does not count investment income 
and treats the RFFG transfer as an expenditure 
in its own presentation, resulting in a deficit of 
more than KWD5.9 billion. The balance in 

FY16/17 was almost unchanged from FY15/16, 
as a further 3% drop in oil revenue was offset by 
a similar decline in current spending. A mild 
decline in current spending masked significant 
under-spending relative to the budget (nearly 
KWD1.2 billion, or 6.3%). 

Under our baseline Brent oil price assumption of 
USD52.5/bbl in 2017-2018, we expect the fiscal 
balance to be broadly unchanged at KWD57 

million (0.2% of GDP) in FY17/18. According to 
the government's reporting convention, our 
forecast deficit would be KWD6.4 billion, which 
roughly corresponds to the government's 

financing need, as the government does not 
intend to touch the RFFG. The government's own 
headline budget deficit is KWD7.8 billion for 
FY17/18, mainly due to a lower oil price 
assumption of USD45/bbl. 
Progress on the government's "Programme 
for Economic and Fiscal Sustainability" has 
been slow, partly due to a strengthening of 

parliamentary opposition after elections in 

November 2016. The September 2016 fuel price 
hike has remained in place and has been upheld 

by courts. Utility price hikes came into effect 
gradually between May and September 2017 but 
are far lower than initially approved by 
parliament, remain below production costs and 

international rates and, as expected, did not 
directly apply to Kuwaiti citizens, the biggest 
consumers. The government has been working 
on non-legislative measures to limit spending, 
including by cracking down on employee 
absenteeism in the public sector, tightening 
bonus rules, stopping the creation of new 

allowances and limiting budgetary entities' fiscal 
discretion. 
We expect that the government will continue to 
enjoy some success on measures that do not 

require major new legislation, such as multi-year 
budgeting, expenditure ceilings and further 
tightening of rules for hiring and compensation 

in the civil service. Progress will be slower on 
more comprehensive measures such as a new 
public sector wage law, privatisation and VAT 
and excise tax laws. This is due to strong 
political opposition in a fractious parliament and 
due to capacity constraints in the parliament and 

in the public sector. In particular, we do not 
factor in VAT or excise tax revenue into our 
forecasts. 
The government commands an effective 
majority in parliament as its unelected ministers 

also have voting rights and because the 
authority of Kuwait's Amir, who appoints the 

government, is respected. However, members of 
parliament can and have obstructed the 
government's agenda by resorting to hearings of 
ministers and votes of no confidence. Despite a 
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degree of consensus in many parts of society on 

the structural challenges that Kuwait is facing, 

the government's proposed answers to these 
challenges remain deeply controversial. 
We expect Kuwait's real GDP to fall 3.5% in 
2017 (after 3.5% growth in 2016) as oil 
production cuts in line with the OPEC agreement 
will imply an 8.3% drop in production from 2016 

average levels. We expect non-oil growth to pick 
up to 3% in 2017-2019 from 2% in 2016 amid 
higher government spending, particularly on 
investment. Despite increases to fuel prices, 
inflation has been muted, which along with 
higher oil prices and continuation of government 

spending should help retail trade and confidence 
indicators recover from their dip in mid-2016. A 
record number of land grants under the 

government's housing programme in 2016 will 
support residential construction activity in the 
coming years. Banks remain adequately 
capitalised, liquid, and profitable. 

Kuwait has remained neutral in the dispute 
between Qatar, and Saudi Arabia and the UAE, 
instead stepping into the role of mediator. 
Kuwait's traditionally low-key, non-
interventionist foreign policy is respected within 
the Gulf Cooperation Council, and we see little 
risk of sanctions being imposed on it for its 

continued ties with Qatar or Iran. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Kuwait a score 

equivalent to a rating of 'AA-' on the Long-Term 
Foreign Currency IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign Currency IDR by applying its QO, 
relative to rated peers, as follows: 
•Public Finances: +1 notch, to reflect an 
exceptionally strong fiscal position, which is 
reflected in Kuwait's sovereign net foreign assets 

but is not sufficiently covered by fiscal indicators 
included in the SRM. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three year-centred averages, 

including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign 

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

RATING SENSITIVITIES 
The main factors that could individually or 
collectively lead to negative rating action are: 
-Erosion of fiscal and external positions, for 
example due to a sustained period of low oil 
prices or an inability to address structural drains 
on public finances. 

The main factors that could individually or 
collectively lead to positive rating action are: 
-Improvement in structural factors such as 
reduction in oil dependence, and a strengthening 
in governance, the business environment and 

the economic policy framework. 

KEY ASSUMPTIONS 

We forecast that Brent crude will average 
USD52.5/bbl in 2017-2018 and USD55/bbl in 
2019. 
We assume broad policy continuity and a 
smooth eventual transition of power from 
Kuwait's current Amir. 

Fitch assumes that regional conflicts will not 
directly impact Kuwait or its ability to trade. 
The full list of rating actions is as follows: 
Long-Term Foreign- and Local-Currency IDRs 
affirmed at 'AA'; Outlook Stable 
Short-Term Foreign- and Local-Currency IDRs 

affirmed at 'F1+' 
Country Ceiling affirmed at 'AA+' 
Issue ratings on long-term senior-unsecured 

foreign-currency bonds affirmed at 'AA' 
 
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 
 
 

Lebanon 

Lebanese central bank says pound 

stable, adds to forex reserves  

25-Oct-2017  
•FX reserves at record high of $44.3 bn 
•Central bank boosting FX reserves with 
operations 
•Central bank sees 2017 growth rate of 2.5 
pct 
•International investors "positive" on 
Lebanon 
By Tom Perry and Lisa Barrington 

BEIRUT, Oct 24 (Reuters) - The Lebanese 

central bank has the foreign-currency 
reserves it needs to keep the pound stable 
against the U.S. dollar at its pegged rate for 
the foreseeable future, the central bank 
governor said on Tuesday. 

Riad Salameh also told Reuters in an interview 
that since June the central bank has been 
engaged in three financial operations intended to 

maintain high levels of dollar assets and to help 
banks run their credit portfolios in a less risky 
way. 
"The reserves of the central bank are now at 
$44.3 billion, so it is a record high," Salameh 
said at the headquarters of the central bank in 
Beirut. "These operations have contributed in 

increasing the dollar assets of the central bank." 
Salameh declined to say by how much dollar 
assets had increased as a result of the three 
operations, but he said Lebanon's foreign 

currency reserves stood at $40 billion at the 
start of the year. 

"I can affirm that the Lebanese pound is stable - 
the policy to keep it stable is not about to 
change - and that we have the means to keep 

http://www.fitchratings.com/
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this currency stable against the value of the U.S. 

dollar for the foreseeable future," Salameh said. 

Lebanese government officials had recently 
suggested the pound, which has been pegged at 
around 1,500 to the dollar for 20 years, could 
come under pressure unless the state levied new 
taxes to pay for a public-sector pay rise. The 
controversial taxes were approved by parliament 

this month.  
MAINTAINING FX RESERVES  
Lebanon's foreign currency reserves fell last year 
to around $35 billion, strained by a slowdown in 
deposits, a negative balance of payments and 
political paralysis, which weighed on investor 

confidence. 
To increase reserves, maintain the U.S. dollar 
peg and raise banks' capital reserves, the 
central bank last year undertook what the 
International Monetary Fund termed 
"unconventional" financial engineering, 
raising dollar reserves to a then-record high 
of $41 billion.  

The problems that prompted last year's 
engineering have eased, Salameh said. Deposits 

are growing 6 to 7 percent and Lebanon's 
balance of payments is now in equilibrium.  
Salameh said the three financial operations 
currently underway to maintain dollar levels 
were "completely different" to last year's 
financial engineering.  
First, he said, Lebanese pounds are being 

swapped from short- to medium-term tenure, 

"enhanced by a differential of 1 percent over the 
yield curve on the Lebanese pound".  
Second, he said, there are "medium- to long-
term dollar deposit opportunities for the banks, 
with a half percent over the yield curve".  

The third operation is against long-term U.S. 
dollar deposits, where a bank "can obtain a 
credit line in Lebanese pounds at 2 percent to be 
invested in Lebanese instruments". 
MODEST GROWTH 
Lebanon's economy has been battered by six 
years of war in neighbouring Syria and by 

political divisions, which have slowed growth to 
just over 1 percent a year from an average of 8 
percent before the conflict. Lebanon has one of 

the world's highest ratios of debt to gross 
domestic product, around 140 percent. 

Salameh said the central bank estimates a 
"modest" growth rate of 2.5 percent for 2017. 
He said real estate prices had dropped "by 

maybe 10 percent" compared with last year, 
according to central bank statistics. "I don't 
think prices can go up for the time being in the 
real estate market," he said. 
However, a good tourism season had led to 
increased consumption, and imports had 

increased, he said.  
Some of Lebanon's political problems have 
abated since last year: a political deal ended a 
two-and-a-half-year presidential vacuum and 
installed a new government under Prime 
Minister Saad al-Hariri. The government 
recently approved its first budget in 12 years. 

Salameh said the approval of the 2017 budget 
this month was a good start, indicating that "a 

new discipline is in place". 

He said markets were now waiting to see if the 

2018 budget contained measures to bring the 
deficit down.  
CRITICISM  
Directed by Salameh since 1993, the central 
bank has often been described as one of the few 
pillars of stability in Lebanon. But it has recently 

faced unusually fierce criticism. 
Last month, the central bank published a 
detailed, five-page rebuttal of criticism levelled 
against it by a research paper that warned 
Lebanon faced "financial crisis conditions that 
may turn into full-fledged crisis" affecting the 

exchange rate. 
Last week, a Lebanese MP called in parliament 
for publication of detailed central bank accounts. 

The finance minister responded that these were 
sent annually to his ministry. 
"We have seen a build-up in campaigns against 
the monetary stability that started more than a 

year ago," Salameh said. 
"We don't know the objectives of these 
campaigns, but if we look at the figures we can 
see that the confidence was not affected: 
deposits are growing, the balance of payments is 
improving compared to where we were in 2015. 
Interest rates did not go up."  
In the absence of effective government 
decision-making, the central bank has for 
many years quietly steered policy in Lebanon, 
using stimulus packages and financial 
engineering to maintain monetary stability 
and keep growth ticking over. 

The central bank would continue to play that 
role, he said. 
If Lebanon manages to start bringing its deficit 

down, the central bank would not have to carry 
out its "unconventional operations", Salameh 
said.  
Salameh said oversubscribed Lebanese treasury 
bill auctions and higher interest from 
international investors in Lebanon's Eurobonds 
showed markets were "positive on the future" of 

Lebanon. 
 
(Reporting by Tom Perry and Lisa Barrington, editing 
by Larry King) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
 
 

Malaysia 

Malaysia's Najib unveils expansionary 

budget as polls loom  

27-Oct-2017  
KUALA LUMPUR, Oct 27 (Reuters) - Malaysian 

Prime Minister Najib Razak announced an 
expansionary budget targeted at his vote 
bank on Friday, as he looks to shore up 
support ahead of a tough election that must 
be called by next year. 

"I stand here today... to bring happy news that 
will put a smile on everyone's faces," Najib said 
as he delivered his budget speech in the 
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parliament. 

Najib said Malaysia plans to spend 280.25 billion 

ringgit ($66.1 billion) in 2018, up 7.5 percent 
from this year's allocated budget of 260.8 billion 
ringgit.  
Before the speech, Najib said the budget would 
be "mildly expansionary". Analysts had predicted 
increased spending on handouts and 

infrastructure projects. 
Malaysia's improved economic performance and 
revenue collection this year, aided by higher oil 
prices, facilitates Najib hiking spending ahead of 
elections. 
Despite increased spending next year, the 
fiscal deficit is seen narrowing to 2.8 percent 

of gross domestic product in 2018 from the 
projected level of 3.0 percent this year.  

Growth is expected to come in at 5.2 to 5.7 
percent this year, on robust exports and some 
recovery in global crude prices, the 
government's annual economic report said. In 
2016, the economy expanded 4.2 percent. 
The economic report, released in conjunction 

with the budget speech, said growth next year is 
forecast to be 5.0-5.5 percent. 
 
($1 = 4.2405 ringgit) 
(Reporting by Joseph Sipalan, Praveen Menon and A. 
Ananthalakshmi; Editing by Richard Borsuk) 
(( Joseph.Sipalan@thomsonreuters.com ; 
+60323338019; Reuters Messaging: 
joseph.sipalan.thomsonreuters.com@reuters.net )) 
 
 

Mongolia 

Government of Mongolia markets 5.5-

year US dollar bonds  

25-Oct-2017  

HONG KONG, Oct 25 (IFR) - The Government of 

Mongolia, rated Caa1/B–/B–
(Moody's/S&P/Fitch), is marketing 5.5-year 
US dollar senior unsecured bonds at initial 
price guidance of 6.125% area. 

The benchmark-sized 144A/Reg S notes have 
expected ratings of B–/B– (S&P/Fitch) and will 

price today. 
Proceeds will be used for the repurchase of the 

US$500m 4.125% notes due January 2018 and 
Rmb1bn (US$151m) 7.50% Dim Sum notes due 
June 2018 via tender offer, as well as to retire 
certain of the government’s external debt. 
Credit Suisse, Deutsche Bank and JP Morgan are 
joint bookrunners on the transaction. 

 
(Reporting by Carol Chan; Editing by Vincent Baby) 
(( vincent.baby@thomsonreuters.com ; +852 2912 
6612; )) 
 
 

Mongolia nabs US$5.5bn order book  

26-Oct-2017  
HONG KONG, Oct 26 (IFR) - The Government of 

Mongolia (Caa1/B-/B-) booked a whopping 
US$5.5bn from 335 accounts for its second 
sovereign bond this year. 

Its US$800m 5.5-year bonds priced at 5.625%, 

50bp inside initial price guidance of 6.125% 

area. 
The US was allocated the largest share, taking 
42%, followed by Asia with 30% and Europe 
with 28%. By investor type, asset and fund 
managers were allocated 77%, followed by 
hedge funds with 12%, banks 3%, private banks 

5% and others 3%. 
The 144A/Reg S notes have expected ratings of 
B-/B- (S&P/Fitch). 
The bonds were spotted in the aftermarket at 
100.70/100.80. 
Proceeds will be used to buy back US$500m of 

4.125% notes due January 2018 and Rmb1bn 
(US$151m) of 7.50% Dim Sum notes due June 
2018 through a tender offer, as well as to retire 

certain portions of the government's external 
debt. 
Credit Suisse, Deutsche Bank and JP Morgan 
were joint bookrunners on the issue. 

 
(Reporting by Frances Yoon; Editing by Vincent Baby) 
((frances.yoon@thomsonreuters.com; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net)) 
 
 

Saudi Arabia 

S&P Global Ratings starts operations in 

Saudi Arabia  

23-Oct-2017  
DUBAI, Oct 23 (Reuters) - S&P Global Ratings 

has opened a branch in Riyadh after receiving 
its final licence from Saudi Arabia’s Capital 
Market Authority (CMA), it said on Monday, 

the latest sign of Saudi Arabia’s efforts to 
develop its local corporate debt markets. 

S&P Global Ratings has appointed Meshari Al-
Khaled as S&P Global Ratings’ managing director 
and office head for its Saudi Arabian branch. 
“As Saudi Arabia’s capital markets evolve to 
match the size of the country’s economy, 
there is a prime potential for greater debt 
issuance,” Al-Khaled said in a statement. 

“Only 15 percent of listed companies in Saudi 
Arabia have a credit rating so there is a 
significant opportunity for S&P Global Ratings 
to serve investors through our objective 
evaluation of risk for governments, corporates 
and financial institutions.”  

Companies in the Gulf’s largest economy have 
traditionally relied on bank loans to support their 
financing requirements. But the impact of lower 
oil prices have reduced liquidity in the banking 

sector so the government has taken steps to 
encourage companies to raise money by selling 
bonds to reduce pressure on local banks’ 
liquidity. 
Saudi Arabia has become a key issuer in the 

international debt markets after selling a $17.5 

billion debut international bond last year – the 
largest bond ever sold across emerging markets. 
Since then the country has also sold a $9 billion 
international sukuk and some additional $12.5 

mailto:frances.yoon.thomsonreuters.com@reuters.net)
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billion in conventional bonds this year. 

But dollar bond issuance from Saudi banks and 

companies has remained subdued this year, 
despite investors’ expectations of a flurry of 
deals after the establishment of a yield curve by 
the Saudi Arabia's sovereign deals.  
The final license obtained by S&P Global Ratings 
allows the agency, one of the three major global 

rating agencies, to conduct credit rating 
activities in the kingdom. 
S&P was the first international credit rating 
agency to obtain pre-approval from the CMA in 
October 2016. The other two major foreign 
credit agencies Fitch and Moody’s obtained such 

permissions in April and July this year, 
respectively. 
 
(Reporting by Davide Barbuscia. Editing by Jane 
Merriman) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

Saudi sells 10 bln riyals of domestic 

sukuk, issue size rises  

23-Oct-2017  
RIYADH, Oct 23 (Reuters) - Saudi Arabia's 

government sold 10 billion riyals ($2.67 
billion) worth of Islamic bonds in its fourth 
monthly offer of domestic sukuk, with the 
issuance size rising from the last offer, the 

Ministry of Finance said on Monday. 

The government sold 4.15 billion riyals of five-
year sukuk, 1.35 billion riyals of seven-year and 
4.50 billion riyals of 10-year. Applications to buy 
totalled almost 32 billion riyals. 
In last month's sale, the government issued 7 
billion riyals of sukuk and received bids of 24 

billion riyals. It sold 2.4 billion riyals of five-year, 
3.9 billion riyals of seven-year and 0.7 billion 
riyals of 10-year.  
 
(Reporting by Andrew Torchia; editing by Peter Graff) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Saudi central bank studying money 

market operations given rise in debt 

issuance  

26-Oct-2017  
RIYADH, Oct 26 (Reuters) - Saudi Arabia's 

central bank governor said on Thursday he 
was seriously studying how to conduct future 
money market operations given the rise in 
debt issuance. 

The governor of the Saudi Arabian Monetary 
Authority (SAMA), Ahmed al-Kholifey, was 
speaking at an investment conference in Riyadh 

against a background of a surge in domestic 

bond issuance by the government to help fund 
the budget deficit. 
He gave no details of what operations would be 
considered. 

He also said: "As central bank governor, what 

wakes me up at night, it might be the cyber 

attacks. Always we keep thinking over nights 
and over the weekends." 
 
(Reporting by Andrew Torchia; Editing by Edmund 
Blair) 
(( edmund.blair@thomsonreuters.com ; Reuters 
Messaging: 
edmund.blair.thomsonreuters.com@thomsonreuters.n
et) ) 
 
 

Saudi Arabia considers issuing 

international sukuk early next year  

26-Oct-2017  
RIYADH, Oct 26 (Reuters) - Saudi Arabia plans 

to issue an international sukuk, or Islamic 

bond, in the first quarter of 2018, said the 
head of the debt management office, 
according to the Maaal financial news 
website. 

Saudi Arabia issued its debut international sukuk 
earlier this year, raising $9 billion. 
The government will issue domestic sukuk in 
November and December, the DMO head Fahad 
Al-Saif also said, according to Maaal.  

 
(Reporting by Marwa Rashad, writing by Davide 
Barbuscia; Editing by Adrian Croft) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

Saudi may make more but smaller 

international bond issues in 2018  

26-Oct-2017  
RIYADH, Oct 26 (Reuters) - Saudi Arabia's 

government is considering whether to make a 
greater number of international bond issues 
next year but reduce the size of each one 
compared to this year, the president of the 
kingdom's Debt Management Office told 
Reuters on Thursday. 

The government made two international issues 
this year, a$12.5 billion conventional bond in 

September and a $9 billion Islamic bond in April. 
"We are studying whether to continue with the 
same pattern as this year or to become a more 
frequent issuer," Fahad al-Saif said, stressing 
that the total volume of issuance would not rise 

as a result of any increase in frequency. There 
will be no more international issues this year, he 
said. 
 
(Reporting by Andrew Torchia; Editing by Robin 
Pomeroy) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Saudi may issue bonds more frequently 

as investor base grows  

26-Oct-2017  
•2018 international issue plan not yet decided 
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•Increase in frequency wouldn't mean rise in 
volume 

•Content with structure of April sukuk issue 
•May introduce electronic bidding system for 
local sales 
•To open riyal debt issues to regional 
investors 

By Andrew Torchia 
RIYADH, Oct 26 (Reuters) - Saudi Arabia's 

government is considering whether to issue 
international bonds more frequently in 2018 
while reducing the size of each individual 

issue, the president of the kingdom's Debt 
Management Office said on Thursday. 

Fahad al-Saif said any change would be in 
response to feedback from investors. Seeking to 
cover a big budget deficit caused by low oil 
prices, Riyadh made its first global issue last 

October, a $17.5 billion sale that was the largest 
emerging market issue ever. 
This year, the government has made two 
international issues - a $9 billion Islamic bond 
in April and a $12.5 billion conventional bond 
in September - and there will be no more 
international issues this year, Saif said. 

"We are studying whether to continue with the 
same pattern as this year or to become a more 
frequent issuer," he said, stressing that the total 

volume of issuance would not rise as a result of 
any increase in frequency.  
Saif, a veteran banker who has held senior 
positions at Saudi British Bank and HSBC Saudi 
Arabia, said his office aimed to hold more 

frequent non-deal roadshows for investors in 
Saudi debt in the United States, Europe and 

Asia. 
April's sukuk issue used a hybrid 
mudaraba/murabaha structure, which some 
foreign investors described as complex. Saif said 
he would structure future sukuk issues in 
response to investor feedback and legal advice, 
but indicated he felt no strong pressure to 

change the format. 
"We received feedback on the issue and the 
results were skewed towards the positive -- 
investors were fine with the structure. Nobody 
has asked us to alter or change it." 

The sukuk came in tranches of five and 10 

years. Saif said he did not rule out lengthening 
sukuk maturities in future to as long as 30 
years, the maximum length of Riyadh's 
conventional bonds, but he would first need to 
be sure this would not distort the yield curve. 
In an unusual move, Saudi Arabia itself 
purchased and retained 5 percent of the April 

sukuk issue, in order to avoid any risk of 
contravening part of the U.S. Dodd-Frank Act, 
which seeks to align the interests of issuers of 
asset-backed securities with those of investors. 
In the prospectus, Riyadh said it did not consider 
the sukuk a securitisation, but that the issuance 
“may be captured, as a technical matter, by the 

language of the U.S risk retention rules”. 
Saif said on Thursday that his office would 
decide on a case-by-case basis, after seeking 
legal and regulatory advice, whether it was 
necessary to retain part of future international 

sukuk issues. 

Saudi Arabia is balancing its international debt 

issues with a domestic programme; for the last 
four months, the government has been holding 
monthly sales of riyal-denominated sukuk. 
Currently, about 65 percent of its public debt is 
local and the rest foreign, a ratio which the 
government is keen to maintain in future, plus 

or minus 10 percent, Saif said. 
Efforts are underway to stimulate secondary 
market trade in riyal government bonds, and 
authorities plan to bring institutional investors 
such as asset managers and insurers into the 
primary market, now dominated by a group of 

qualified banks. 
An email system for buyers to indicate their 
preferences in the primary market may be 

upgraded to an electronic bidding system, Saif 
said. 
In response to inquiries by investors in the Gulf 
region, Riyadh plans to open riyal-denominated 

bond issues to regional institutions by the end of 
2018, after the market has become more liquid, 
he said. 
 
(Reporting by Andrew Torchia; Editing by Hugh 
Lawson) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

South Korea 

Moody's says Korea's credit profile 

supported by very strong 

fundamentals; geopolitical risks are 

key credit constraint  

27-Oct-2017  
Oct 26 (Reuters) –  
Moody's says Korea's credit profile supported 
by very strong fundamentals; geopolitical 

risks are key credit constraint. 

Moody's says stable rating outlook reflects 
Moody's view that Korea's credit strengths and 

challenges are balanced. 
Moody's on Korea says expects real GDP growth 
of 3% and 2.8% in 2017 and 2018, respectively. 
Moody's on South Korea says potential military 
conflict with North Korea would damage 

economy and weaken public finances. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
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EUROPE 

 

Albania 

Albania sells 8.2 bln leks (61 mln euro) 

in 1-yr T-bills, yield falls  

24-Oct-2017  
TIRANA (Albania), October 24 (SeeNews) - 
Albania sold 8.2 billion leks ($71.3 
million/60.7 million euro) worth of one-year 
Treasury bills at an auction on Tuesday, in line 
with target, the central bank said. 

The average weighted accepted yield on the 
government secirities edged down to 2.45% 
from 2.46% at the previous auction of one-year 

T-bills held on October 3. 
The T-bills will mature on October 25, 2018. 

 
($=112.421 leks) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bulgaria 

Bulgaria wants a small deficit, but 

pressure mounts for higher pay  

23-Oct-2017  
•Budget eyes budget shortfall at 1 pct of GDP 
•Government aims to boost wage bill by 9.6 
percent 
•Trade unions say pay increase not enough, 
plan protests 

By Tsvetelia Tsolova and Angel Krasimirov 
SOFIA, Oct 23 (Reuters) - Bulgaria's 

government plans to hold down its fiscal 
deficit next year by raising the wages of state 
employees only slightly, a draft of the 2018 
budget showed on Monday. 

A small deficit would provide a much-needed 
cushion for the state finances, but the restraint 

on public-sector pay risks angering unions. 
Prime Minister Boyko Borissov's election 
promises - to double the salaries of teachers and 

to increase all incomes by 50 percent over four 
years - has been made easier by stronger-than-
expected economic growth. 
But trade unions don't think the increases are 

generous enough, a sign of mounting wage 
pressures that could stoke popular discontent in 
the European Union's poorest state. 
The draft budget would result in a deficit of 1.0 
percent of gross domestic product, after the 
balanced budget expected this year. 
The government plans to increase spending on 

state salaries by about 9.6 percent next year, 
but the leading trade unions want more. They 
threatened to stage a massive street protest on 
Friday to demand better pay for public workers. 

"Salaries need to be raised more significantly, by 
15 or 20 percent where needed, so that 

Bulgarians stay in the country rather than 
choosing to emigrate," said a spokesman for 
Bulgaria's Confederation of Independent Trade 

Unions. 

LOW WAGES 

Under the government plans, teachers' salaries 
would rise an average of 15 percent. The 
monthly pay of police and army officers would 
go up. So would salaries in some government 
agencies. 
The minimum monthly pay in the country would 

rise by almost 11 percent to 510 levs ($306) in 
2018 and should reach 610 levs by 2020, the 
budget draft showed.  
Bulgaria's average salary increased by 9.9 
percent on an annual basis in the second quarter 
but remains among the lowest in the EU at 

about 500 euros ($590) per month. 
"The government promised an increase, but the 
lag (with the rest of the EU) is so great that 

even after that Bulgaria will remain at the 
bottom," said Rostislav Dragiev, 36, a Sofia-
based trader.  
Bulgaria expects domestic demand and exports 

to drive economic growth of 4 percent this year 
and 3.9 percent a year through 2020.  
"The priorities are focused on measures linked to 
reforms in the education system, as well as 
defence and security, the social and health 
policy as well as the pending presidency of the 
European Council in the first half of 2018," the 

finance ministry said in a statement.  
Under the plan, Bulgaria, one of the least-
indebted EU member states, sees its gross 
public debt dropping further to 22.3 percent 
of GDP next year. It is considering raising up 
to 1.0 billion levs on the local debt market. 

The draft will be discussed with trade unions and 
employer groups over the next week, before 
being sent to government and parliament for 

approval. 
 
($1 = 1.6660 leva) 
($1 = 0.8511 euros) 
(Writing by Radu Marinas, editing by Larry King) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
 
 

Bulgarian fin min seeks admission to 

trading of govt bonds on Sofia bourse  

24-Oct-2017  
SOFIA (Bulgaria), October 24 (SeeNews) – The 

Bulgarian Stock Exchange (BSE) said on 
Tuesday it has received an application from 
the finance ministry for admission to trading 
of 20 issues of government securities. 

The issues will trade on the regulated market of 
the BSE, in the Government Securities segment, 
the BSE said in a statement. 
In May, Ivan Takev, co-CEO of the BSE, told 
SeeNews the stock exchange will focus its efforts 
on setting up a mechanism for admitting 
government securities to trading. 

“At the moment, our rules have been submitted 
to the FSC and are awaiting approval,” Takev 
said at the time. “After receiving approval we 
will at least have the legal possibility to organize 
such a market,” he added. 
From then on, the initiative will no longer be 
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with the BSE, as the Bulgarian National Bank will 

need to update its IT systems in order to 

accommodate the requirement for the new 
market, he said back in May. 
 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bulgaria sells 43.5 mln euro in 7.5-yr 

T-notes, yield plunges  

24-Oct-2017  
SOFIA (Bulgaria), October 24 (SeeNews) - 
Bulgaria raised on Monday 85 million levs 
($51.5 million/43.5 million euro) through the 
sale of 7.5-year fixed-rate Treasury notes at a 

yield that was significantly lower than a 
month ago despite weaker demand. 

The average accepted yield dropped to 0.42% 
from 0.69% achieved at the previous auction of 
government securities of the same issue held in 
September, data from the Bulgarian National 
Bank (BNB), published late on Monday, 
indicated. 

Primary dealers placed orders worth 188.25 
million levs, which corresponds to a bid-to-cover 
ratio of 2.21. Demand was 34% lower than a 
month ago. 
The issue bears a coupon of 0.8%, payable 
semi-annually with the last one due at maturity 

on March 27, 2025 together with the principal. 
The average weighted price of the bids in the 

auction was 102.78 levs for a par value of 100 
levs, while that of the approved bids was 101.93 
levs. 
 
(1 euro=1.95583 levs) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bulgarian govt bonds to start trading 

on Sofia bourse on Nov 1  

24-Oct-2017  
SOFIA (Bulgaria), October 24 (SeeNews) – The 

Bulgarian Stock Exchange (BSE) said on 
Tuesday that government securities will start 
trading on its floor on November 1. 

Earlier on Tuesday, the BSE said it has received 
an application from the finance ministry for 
admission to trading of 20 issues of government 
securities. 
The issues will trade on the regulated market of 

the BSE, in the Government Securities segment. 
In May, Ivan Takev, co-CEO of the BSE, told 
SeeNews the stock exchange will focus its efforts 
on setting up a mechanism for admitting 
government securities to trading. 
“At the moment, our rules have been submitted 

to the FSC and are awaiting approval,” Takev 
said at the time. “After receiving approval we 
will at least have the legal possibility to organize 

such a market,” he added. 
From then on, the initiative will no longer be 
with the BSE, as the Bulgarian National Bank will 
need to update its IT systems in order to 

accommodate the requirement for the new 
market, he said back in May. 

 
Copyright 2017 SeeNews. All rights reserved 
 
 

Croatia 

Croatia sells 1.4 bln kuna (186.3 mln 

euro), 11.1 mln euro of 1-year T-bills  

24-Oct-2017  
ZAGREB (Croatia), October 24 (SeeNews) - 
Croatia's finance ministry said on Tuesday it 
sold one-year T-bills worth a total of 1.4 
billion kuna ($219.0 million/186.3 million 
euro), slightly above its target of 1.2 billion 
kuna. 

The ministry also sold 11.1 million euro ($13 

million) of one-year T-bills, below its 20 million 
euro target, it said in a statement. 
The yield on the kuna-denominated T-bills was 
0.30%, down from 0.40% achieved at the 
previous auction of one-year government 
securities held on August 29. 

The yield on the euro-denominated T-bills was 
0.01%, unchanged from the last similar auction 
held also on August 29. 
 
(1 euro=7.51337 kuna) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Poland 

Poland sells 8.00 bln zlotys worth of 

bonds at tender  

25-Oct-2017  

WARSAW, Oct 25 (Reuters) - Poland sold 

treasury bonds worth a total of eight billion 
zlotys ($2.22 billion) at a tender on 
Wednesday, attracting investor demand worth 
11.78 billion zlotys, the finance ministry said. 

The sale included: 1.31 billion zlotys in paper 
due July 2020, 1.0 billion in bonds due 
November 2022, 1.11 billion zlotys in bonds due 

January 2023, 1.99 billion in paper due January 

2026, 2.47 billion in bonds due July 2027 and 
0.126 billion in bonds due April 2047. 
The ministry said it would not carry out a 
supplementary tender on Friday. 
 
($1 = 3.6005 zlotys) 
(Reporting by Agnieszka Barteczko and Lidia Kelly) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 

agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
 
 

Romania 

Romania has funding buffer despite 

lack of debt sales in Oct  

25-Oct-2017  
BUCHAREST (Romania), October 25 (SeeNews) - 
Romania's finance ministry said on 
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Wednesday it has a comfortable funding 
buffer and a plan to meet the country's 

financing needs for the rest of the year, after 
it rejected all bids placed in government 
securities auctions in October. 

The ministry rejected the offers placed by the 
primary dealers in all six auctions organized in 
October amidst a temporary rise in money 
market interest rates which has also influenced 
yields on government securities, the ministry 

said in a press release. 
The ministry said it has largely covered the 
financing needs forecast for the year, by 
'prudently' implementing the 2017 funding 
plan through uniform distribution of 
borrowing throughout the year in order to 
avoid accumulation of very high funding 
needs over short periods of time. 

"The level of cash and foreign currency available 
to the State Treasury, which are in the balance 

of the general treasury account, currently cover 
over six months of the gross financing 
requirement," the ministry said. 
The finance ministry on Monday rejected all bids 
in a 300 million lei ($77 million/65 million euro) 
auction of Treasury notes due on October 26, 

2020. This was the sixth consecutive auction of 
government securities in October in which the 
finance ministry has rejected all bids. The 
ministry said earlier it planned to raise 2.44 
billion lei ($624 million/ 531 million euro) in 
auctions of government paper this month. 
In September, the ministry auctioned 3.35 

billion lei worth of domestic debt paper and 
an additional 405 million lei in non-
competitive offers, slightly below target. 

At the beginning of October, the finance ministry 
raised 1 billion euro ($1.17 billion) through the 
sale of 10-year Eurobonds at a yield of 2.114% 
amidst solid demand. According to the ministry, 
with the transaction, Romania has closed its 

2017 external financing plan of 3 billion euro. 
So far this year, the ministry has sold some 37.5 
billion lei and 340 million euro worth of 
government bills and bonds and has tapped 
foreign markets for 2.75 billion euro of 2027 and 
2035 Eurobonds. 

The ministry has said it planned to sell some 48-

50 billion lei worth of leu-denominated domestic 
debt this year. 
 
(1 euro=4.5978 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Romania records 0.81 pct/GDP fiscal 

deficit in Jan-Sept  

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

consolidated budget recorded a deficit of 0.81 
percent of gross domestic product at the end 
of September, compared with a shortfall of 
0.8 percent at the end August and a 0.5 

percent gap in the same period of last year, 
data showed on Wednesday. 

In nominal terms, the gap was 6.82 billion lei 
($1.75 billion). Revenues were at 21.6 percent 

of GDP, or 180.4 billion lei, finance ministry data 

showed. 

The ruling Social Democrats target a full-year 
deficit of 3 percent of GDP. 
 
($1 = 3.8918 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Russia's economic recovery not enough 

for higher rating  

26-Oct-2017  

By Andrey Ostroukh 
MOSCOW, Oct 26 (Reuters) - Economic 

recovery in Russia is not strong enough to 
convince Moody's rating agency to upgrade its 
sovereign credit rating as the country still 
lacks sufficient structural reform, a senior 
vice president at Moody's Investor Service 
said on Thursday. 

Moody's downgraded Russia's rating to below 

investment grade in early 2015 as Russia's 
economy slipped into recession amid a rapid 
drop in oil prices and Western sanctions imposed 
on Moscow over its role in the Ukrainian crisis. 
Moody's confirmed the Ba1 rating two years 

later, in February this year, when it also revised 
its rating outlook to stable from negative. 

In an interview with Reuters, Kristin Lindow said 
Moody's rating outlook has a time horizon of 12-
18 months before the agency may consider the 
next rating action.  
In Russia's case it is likely to be closer to 18 
months, said Lindow, who is in charge of the 

country's sovereign ratings.  
"We're looking for those structural reforms that 
have been delayed by the political cycle over the 
last several years to begin to be implemented in 
order to move upward with the rating." 
Moody's improved the outlook to stable as 
Russia was proceeding with structural 
reforms. The central bank convinced the 

market the rouble will remain a free-floating 
currency, while the finance ministry this year 
started buying dollars for its reserves when 
prices for oil, Russia's key exports, stay above 
$40 per barrel. 

Lindow said the latest economic crisis in Russia 
"was not wasted" in the sense that it helped 
Russia to undertake reforms that might not have 
taken in good times. 

"The mix of policies, monetary, fiscal, the 
exchange rate policy, reduce the dependence on 
high oil prices, reduce the volatility of that 
income and therefore diminish the inherent 
volatility of the economy," Lindow said. 

But without further reforms, such as a reduction 
of state ownership in the economy and higher 

retirement age, the Russian economy is seen 
growing by only around 1.5 percent a year over 
the next several years, Lindow said. 
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Moody's economic forecasts are worse than 

expectations voiced by the Russian authorities. 

The Russian central bank said last month it 
revised gross domestic product growth for 2017 
to up to 2.2 percent, up from 1-1.5 percent 
expected in early 2017. 
Lindow said a stronger GDP growth this year 
could be a one-off. 

"Growth of 2 percent plus is not expected to be 
sustained. The economy may pay for higher 
growth this year with lower growth next year." 
Even if the Russian economy is getting more 
stable and grows further, it would not be enough 
to meaningfully reduce poverty and curtail 

income differentials among households, Lindow 
said. 
 
(Reporting by Andrey Ostroukh; editing by Richard 
Balmforth) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
Keywords: RUSSIA-RATINGS/MOODY'S (INTERVIEW) 
 
 

Serbia 

Serbia sells 19.8 bln dinars (166 mln 

euro) of 7-yr T  

23-Oct-2017  
BELGRADE (Serbia), October 23 (SeeNews) - 
Serbia sold on Monday 19.8 billion dinars 
($195 million/166 million euro) in seven-year 
Treasury notes, as it reopened an issue of 
government securities first auctioned on July 
19, 2016, the finance ministry’s said. 

The notes, which and mature on July 21, 2023, 
yielded 5%, down from 5.60% achieved in the 
previous auction of the issue held on July 25, 
2017. 

Demand for the T-notes was 41.1 billion dinars. 
 
(1 euro = 119.266 dinars) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Turkey 

Turkish lira extends losses against 

dollar, bond yields rise  

27-Oct-2017  
ISTANBUL, Oct 27 (Reuters) - The Turkish lira 

extend losses against the dollar and the 

benchmark 10-year bond yield rose as high as 
12.15 percent on Friday, hit by dollar strength 
and concerns about monetary policy and 
Ankara's souring relations with key allies. 

Turkey's central bank kept key interest rates 
steady as expected on Thursday, resisting calls 
to tighten policy after core inflation spiked to a 
13-year high last month. 

The lira dipped as far as 3.8430, its weakest 

level in some three weeks, bringing its losses 
against the U.S. currency this year to more than 
8 percent. It touched a record low of 3.9417 in 
January. 
"The lira has been sliding due to the latest news 

flow and the central bank's hold on interest 

rates. After passing 3.78 level, the weakening 

accelerated yesterday evening. The lira staying 
above 3.83 signals a move towards 3.89." 
Kapital FX Research Assistant Manager Enver 
Erkan said. 
The strengthening of the dollar globally affected 
the Turkish currency as well, he said. 

Turkish Economy Minister Nihat Zeybekci said on 
Friday the current lira weakness was temporary 
and that the market will recover soon without 
any intervention from the central bank. 
Earlier this month, the lira hit 3.9223 against the 
dollar, following a diplomatic rift between Ankara 

and Washington over the detention of U.S. 
mission staff in Turkey, which caused the two 
allies to suspend most visa services. 

 
(Reporting by Behiye Selin Taner; Writing by Ezgi 
Erkoyun; Editing by Daren Butler) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
 
 

Ukraine 

Ukraine central bank expects $3.5 bln 

of IMF loans next year  

26-Oct-2017  

KIEV, Oct 26 (Reuters) - Ukraine is expected to 

receive a total of $3.5 billion in loans from the 
International Monetary Fund next year, 
spread across two tranches, Deputy Central 
Bank Governor Dmytro Sologub told reporters 
on Thursday.  

Speaking after the bank raised interest rates for 
the first time since March 2015, Sologub said an 
IMF mission was expected to visit Ukraine in 

November.  
 
(Reporting by Natalia Zinets; writing by Matthias 
Williams; editing by Alessandra Prentice) 
(( matthias.williams@thomsonreuters.com ;)) 
 

LATIN AMERICA 

 

Argentina 

Argentina beats primary deficit goal for 

first nine months of 2017  

24-Oct-2017  
BUENOS AIRES, Oct 24 (Reuters) - Argentina 

beat its primary fiscal deficit target for the 
first nine months of 2017 with a gap of 2.2 
percent of gross domestic product (GDP), but 
the financial deficit including interest 
payments was unchanged as a percentage of 

GDP, the Treasury Ministry said on Tuesday.  

The primary fiscal deficit of 222.379 billion pesos 
($12.83 billion) was lower than both the 2.6 
percent deficit posted in the same period last 
year and the Ministry's target for a 3.2 percent 
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deficit through the first three quarters of this 

year. The primary fiscal deficit in the month of 

September was 31.353 billion pesos, 15 percent 
lower than the same month last year. 
The Ministry aims to end the year with a 
primary fiscal deficit worth 4.2 percent of 
GDP, although the government's 2018 budget 
proposal presented last month anticipated a 
deficit of 4 percent of GDP this year. The 
government is aiming to slash the primary 

deficit to 3.2 percent of GDP in 2018. 

Since taking office nearly two years ago, 
business-friendly President Mauricio Macri has 
prioritized reducing utilities subsidies to unwind 
the yawning fiscal gap he inherited after more 
than a decade of populist rule, though 
infrastructure and social welfare spending has 

increased.  
His "Let's Change" coalition's strong 
performance in mid-term legislative elections on 
Sunday will likely boost the prospects for the 
rest of his reform agenda, including deficit 
reduction, analysts said. 
Despite the reduction in the primary fiscal 

deficit, the financial deficit - which includes 
interest payments - remained flat at 3.6 percent 
of GDP compared with the first nine months of 
last year. That came as interest payments rose 
77 percent to 148.610 billion pesos in the year 
through September.  
The 2018 budget anticipates a financial deficit of 

5.5 percent of GDP next year, compared with 

6.1 percent in 2017. 
 
($1 = 17.33 Argentine pesos at end of September) 
(Reporting by Maximilian Heath; Writing by Luc 
Cohen; Editing by Chizu Nomiyama and Andrea Ricci) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Argentina sells $800 mln in Treasury 

notes  

25-Oct-2017  
BUENOS AIRES, Oct 25 (Reuters) - Argentina 

sold $800 million in Treasury notes to 
refinance maturing debt, the Finance Ministry 
said in a statement on Wednesday. 

The government sold $400 million in 209-day 
Treasury notes and $400 million in 364-day 
Treasury notes, for which it received $2.07 
billion and $1.28 billion in orders, respectively.  
 
(Reporting by Maximiliano Rizzi, writing by Caroline 
Stauffer, Editing by Rosalba O'Brien) 
(( caroline.stauffer@tr.com ; + +54 11 4510 2591, + 
+54 9 11 5830 7443 ; Reuters Messaging: 
caroline.stauffer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/carostauffer) 
 
 

Argentina hires for Euro bond offering  

27-Oct-2017  
By Robert Hogg 
LONDON, Oct 27 (IFR) - The Republic of 

Argentina has mandated banks for a potential 

dual tranche euro-denominated bond offering 
of 4-5 years and 7-10 years, and will also 

explore the possibility of a long-dated bond, 
according to a lead. 

The sovereign has hired BBVA, Citigroup and 
Santander to arrange fixed income investor 
meetings. The roadshow will visit London on 
October 31 and Frankfurt on November 1. 
Argentina is rated B3 by Moody's and B by S&P. 

 
(Reporting by Robert Hogg; editing by Alex Chambers) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
 
 

Brazil  

Brazil central gov't budget deficit tops 

forecasts in September  

26-Oct-2017  
BRASILIA, Oct 26 (Reuters) - Brazil's central 

government primary budget deficit widened 
more than expected in September, Treasury 
data showed on Thursday, underscoring the 
President Michel Temer's uphill battle to cut 

public debt as the economy recovers from a 
recession. 

The central government, which includes federal 
ministries, the social security system and the 
central bank, posted a primary budget deficit of 
22.725 billion reais ($6.9 billion) last month, up 

from 9.599 billion reais in August. Analysts had 
forecast a September deficit of 20.6 billion reais 

in a Reuters Poll. 
 
($1 = 3.2726 reais) 
(Reporting by Silvio Cascione) 
(( Twitter: https://twitter.com/silviocascione; 
silvio.cascione@tr.com ; +55 61 99873 6261; Reuters 
Messaging: 
silvio.cascione.thomsonreuters.com@reuters.net )) 
 
 

Colombia 

Colombia's expansion too low to 

reverse fiscal woes, S&P says  

25-Oct-2017  
BOGOTA, Oct 24 (Reuters) - S&P Global 

Ratings will wait until the end of the year to 
evaluate Colombia's credit rating in order to 
have more economic data, an S&P official said 
on Tuesday, amid expansion that is too low to 
reverse current fiscal headaches. 

Colombia's Finance Minister Mauricio Cardenas 
has said he expects the agency to upgrade the 
country's outlook to stable from negative soon, 
as the Andean nation continues to grapple with 

falling economic growth and high inflation. 
But Roberto Sifon, managing director of 

sovereign ratings for the Americas for the 
agency, told journalists in Bogota that fiscal 
trends from this year will need to change to 
keep the country's BBB rating. 

"What is urgent is that the final fiscal trajectory 

https://twitter.com/carostauffer
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changes to maintain the ratings," Sifon said. 

The economy will grow 1.6 percent this year, he 

added. This is down from an original estimate of 
2.4 percent. The agency also reduced its 
projection for 2018 to 2.2 percent from 2.5 
percent. 
"It's a low number for a country with this level of 
economic development, but it's definitely low if 

we're hoping it will reverse the trend of fiscal 
deterioration that we've seen since the fall in 
commodities prices," Sifon said.  
The ratings agency said earlier on Tuesday 
that if it were to downgrade Colombia it would 
be due to a deterioration in the country's 
financial profile. 

The agency predicts a central government deficit 

of 3 percent of GDP for this year and 2.8 percent 

of GDP for 2018. 
"With that fiscal performance it's probable there 
are more possibilities that the rating is lowered 
than that it is raised," Sifon said. 
The government has set a fiscal deficit target of 
3.6 percent of GDP for this year and 3.1 percent 

of GDP for next. It estimates growth at 2 
percent for this year and 3 percent for 2018. 
Ratings agencies Fitch and Moody's have said in 
recent months that there are growing fiscal risks 
for the country. 
 
(Reporting by Nelson Bocanegra; Writing by Julia 

Symmes Cobb; Editing by Helen Murphy and Cynthia 
Osterman) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381; 
)) 
 
 

Fitch Affirms Colombia at 'BBB'; 

Outlook Stable  

26-Oct-2017  

NEW YORK, October 26 (Fitch) Fitch Ratings 

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

A full list of rating actions follows at the end of 
this release. 
KEY RATING DRIVERS 
The 'BBB' rating reflects Colombia's long track 

record of credible, flexible and consistent 
macroeconomic policies as well as a record of 
macroeconomic and financial stability. 
Colombia's ratings are constrained by high 
commodity dependence, limited fiscal flexibility 
and structural constraints in terms of low GDP 
per capita and weak governance indicators 

compared to peers. 
Colombia's economy has adjusted to the sharp 
fall in oil prices and terms of trade have started 
to improve. After widening to 6.4% of GDP in 
2015, the current account deficit fell to 4.3% in 
2016. The current account deficit is expected to 

fall further to 3.8% of GDP in 2017, largely due 

to a pick-up in exports driven in part by higher 
average oil prices as well as solid performance of 
non-traditional exports. Inflation fell to within 
the central bank's 3+/-1% target in 2017, after 
rising to nearly 9% in July 2016 partly as a 
result of the sharp peso depreciation. Year-end 

inflation is expected to continue to fall to 3.6% 

in 2018. 

However, the economic adjustment has entailed 
an extended sharp slowdown in growth. 
Colombia's economy is expected to grow by just 
1.9% in 2017 after growing by 2% in 2016. 
Fitch forecasts an acceleration in growth in 2018 
to 2.8% as public infrastructure spending picks 

up and domestic demand improves due to cuts 
in interest rates. 
The fiscal deficit is on a downward path and 
Fitch expects the government to reach its 
revised central government fiscal deficit 
target of 3.6%. Its 2018 target of 3.1% of 
GDP is credible, based on expenditure 
restraint, especially in capital expenditures, 
as well as additional revenues from the tax 

reform that passed in December 2016. 
Colombia's general government debt to GDP 
ratio has stabilized at close to 47%. However, 
further deficit narrowing, as stipulated by the 
Structural Balance Rule, will prove difficult 
without additional revenue measures beyond 
2018. Further fiscal measures would be needed 
to begin to reduce the government's debt 

burden, which is above the 'BBB' median of 42% 
of GDP, and to increase fiscal room to meet 
future shocks. 
Colombia's external debt metrics compare 
unfavourably to peers. However, Fitch expects 
Colombia's gross external debt to gradually 
fall after peaking at 262% of current account 

receipts in 2016. The reduction in the current 

account deficit and a substitution of local debt 
for external debt by the private sector are 
driving the trend. Colombia's international 
reserves have gradually increased to just over 
USD47.5 billion since 2016. In addition, 
Colombia's external liquidity is supported by an 
IMF Flexible Credit Line of USD11.35 billion. FDI 

is expected to cover over fifty percent of 
Colombia's gross external financing needs of 
nearly USD19 billion in 2018. 
A presidential and legislative election cycle 
begins March 2018. Fitch does not expect major 
changes to its macroeconomic policy framework 

from the next administration, no matter who 

wins the presidency. One of the key policy 
challenges for the next administration will be the 
implementation of the peace agreement with the 
FARC guerrillas in the context of a fiscal 
adjustment as stipulated by the Structural 
Balance Rule. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Colombia a score 
equivalent to a rating of 'BBB-' 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: 

--Macroeconomic: +1 notch, to reflect 
Colombia's long track record of prudent and 
consistent macroeconomic policies. 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
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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, lead to a negative rating change 
include: 
--Persistent period of low economic growth that 
undermines fiscal performance 

--Failure to reduce the fiscal deficit and stabilize 
the government's debt burden; 
--Re-emergence of large external imbalances 

that lead to continued increase in the external 
debt burden. 
Future developments that could individually, or 
collectively, result in a positive rating change 

include: 
--Fiscal consolidation that results in a significant 
reduction of the public debt burden; 
--Higher growth prospects that supports 
improved debt dynamics and improves 
Colombia's income gap with higher-rated 
sovereigns; 

--A sharp reduction in the country's external 
vulnerabilities. 
KEY ASSUMPTIONS 
Fitch assumes the oil price averages USD52.5 in 

2017, USD52.5 in 2018 and USD55 in 2019. 
Fitch has affirmed Colombia's ratings as follows: 

--Long-Term Foreign-Currency IDR at 'BBB'; 
Outlook Stable; 
--Long-Term Local-Currency IDR at 'BBB'; 
Outlook Stable; 
--Short-Term Foreign-Currency IDR at 'F2'; 
--Short-Term Local-Currency IDR at 'F2'; 
--Country Ceiling at 'BBB+'; 

--Issue ratings on long-term senior unsecured 
foreign-currency bonds at 'BBB'; 
--Issue ratings on long-term senior unsecured 
local-currency bonds at 'BBB'. 
 
Media Relations: Benjamin Rippey, New York, Tel: +1 
646 582 4588, Email: 
benjamin.rippey@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Venezuela 

Venezuelan and state oil firm bonds 

drop over payment concerns  

26-Oct-2017  
By Corina Pons and Brian Ellsworth 
CARACAS, Oct 26 (Reuters) - Bonds issued by 

Venezuela and state oil firm PDVSA dropped 
sharply in price on Thursday amid concern 
that cash-flow problems and regulatory 
hurdles may leave PDVSA unable to make 
more than $2 billion in payments coming due 

over the next week. 

Delays in making some $500 million in coupon 

payments on several bonds, along with 

confusion about what is causing those delays, 
has left investors jittery over a possible "credit 
event" when payments come due on Friday and 
on Nov. 2. 
The anxiety coincided with a surprise decision to 
put the country's finance minister in charge of 

the central bank, underscoring investor doubts 
about the stewardship of Venezuela's collapsing 
socialist economy. 
The country's all-powerful Constituent Assembly 
on Thursday named Finance Minister Ramon 
Lobo as head of the central bank, without 

naming a new finance minister, suggesting he 
will hold the posts simultaneously. 
Investors, who for years shrugged off 
concerns about the possibility of Venezuela 
defaulting on its debt despite hyper-inflation 
and an economic recession involving 
shortages of basic goods, have in recent days 
started considering the possibility.  

"The lack of any kind of official comment or 
information is causing this panic," said Juan 

Cordero, vice president at Caracas-based 
brokerage Rendivalores. "There has been a 
whirlwind of rumors and a buildup of anticipation 
regarding if PDVSA is able to meet its 
commitments."  
Failing to make Friday's payment on time could 

trigger default clauses on other PDVSA bonds, 
which could potentially create legal disputes with 

creditors and reduce the willingness of 
commercial partners to sell goods to the OPEC 
nation.  
Some investors believe PDVSA is attempting 
to make payments but is being hindered by 
factors beyond its control. Investors tend to 

view such unintentional failures to pay more 
charitably than defaults caused by an actual 
lack of funds.  

However, two sources close to PDVSA said there 
had been recent meetings between the 
government and the company to discuss the 
possibility of default.  
Both sources said there were increasing voices 

within government pushing for non-payment, 

whereas PDVSA executives were stressing the 
need to pay.  
The Information Ministry and PDVSA did not 
respond to a request for comment about the 
potential meetings.  
DEBT BEFORE IMPORTS 

Missing Friday's payment may be seen as similar 
to Argentina's 2014 default that was caused by a 
judge blocking an interest payment to holders of 
debt that was restructured in 2002, rather than 
Argentina refusing to pay or not having funds. 
Venezuela's socialist government has so far 
prioritized debt payments over imports, which 

fell 36 percent last year from 2015 to about 
$18 billion. 

Despite that, credit default swaps show traders 
calculating a 73 percent probability Venezuela 
will default over the next year and a 77 percent 
probability PDVSA will default over the same 
period, according to Thomson Reuters data. 
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PDVSA's 2017N bond, which comes due on 

Tuesday, was down 3.6250 points to a bid price 

of 90.75, rallying from an earlier drop of 5.025 
points. The company's other bonds were broadly 
down during the session. 
Several investors on Thursday said they had 
begun receiving coupon payments on PDVSA's 
2037 bond, due on Oct 12, but not for the oil 

company's 2027 bond, which were due on the 
same date. 
Clearing house Euroclear had not received 
payment on the PDVSA 2020 bond nor on the 
smaller payments due, according to a person 
familiar with the matter who asked not to be 

named. 
The inconsistency and unexplained delays 
have raised concerns that PDVSA could 
struggle to make upcoming payments of $985 
million on its 2020 bond and $1.170 billion on 
its maturing 2017N bond.  

Banks have become wary of dealing with 
Venezuela following several rounds of U.S. 
sanctions against Maduro's government for 

allegedly abusing human rights and undermining 
democracy. 
Though the sanctions specifically allow banks to 
carry out basic operations such as bond 
payments, such transactions are taking longer 
than usual.  
If PDVSA does not make the principal payment 

on the 2020 bond by Friday night, it would be in 
default. 

The 2020 bond is backed by shares in U.S. 
refiner and fuel distributor Citgo, which could be 
targeted by creditors if Friday's payment is not 
made on time. 
But PDVSA can avoid default if it gets the 

money to the paying agent, the financial 
institution charged with receiving and 
disbursing funds for bond payments, by 
Friday, according to two finance industry 
sources who asked not to be identified. 

A delay in getting funds from the paying agent 
to investors' accounts would not constitute a 
default, the sources said. 
Maduro says the country is the victim of an 

"economic war" led by opposition adversaries 

and fueled by the Trump administration. He 
insists Venezuela and PDVSA will make all debt 
payments, calling default talk a right-wing 
smear campaign. 
 
(Additional reporting by Alexandra Ulmer and Girish 

Gupta in Caracas, and Davide Scigliuzzo in New York; 
Editing by Christian Plumb and Clive McKeef) 
(( girish.gupta@tr.com +584241017786)) 
 
 

Venezuela allows $1.7 bln gold swap 

with Deutsche to lapse  

23-Oct-2017  

By Corina Pons 
CARACAS, Oct 23 (Reuters) - Venezuela this 

month allowed a $1.7 billion gold swap with 
Germany's Deutsche Bank AG to lapse, 
according to an opposition legislator who said 
it weakens the balance sheet of the crisis-

stricken OPEC nation's central bank. 

Through the operation, Venezuela had received 

$1.2 billion in cash in exchange for putting up 

$1.7 billion worth of gold in guarantee, part of 
efforts to improve the liquidity of foreign 
reserves amid heavy foreign debt payments and 
low oil prices. 
Legislator Angel Alvarado said the contract's 

expiration weakens international reserves, which 
are hovering near 21-year lows as the country's 
socialist economic model collapses under low oil 
prices. 
"Venezuela decided to allow this contract to 
lapse," said Alvarado in a telephone interview on 
Monday. "We think the government could have 

negotiated better." 
The central bank will receive another $500 

million in cash to reflect the difference between 
the amount of the loan and the value of the 
guarantee, said Alvarado, who obtained the 
information from finance industry sources. 
Venezuela had to pay $1.2 billion by the middle 

of October to recover the gold, he said.  
Alvarado added that Deutsche officials informally 
contacted the opposition-run legislature several 
months ago to ask about the legal implications 
of rolling over the swap.  
The legislature told Deutsche to put that request 

in writing, but it never did, Alvarado said. 
Deutsche declined to comment. Venezuela's 
central bank did not immediately respond to an 
email seeking comment. 

The government of President Nicolas Maduro has 
used swaps in recent years as a way of boosting 
the liquidity of international reserves, nearly 75 

percent of which were held in monetary gold in 
August. 
Venezuela and state oil company PDVSA must 
pay nearly $3.5 billion in debt service in 
October and November, including maturity 
payments of $2 billion. 
Bonds issued by Venezuela and PDVSA were 
down across the board on Monday, with some 
falling as much as 2.5 points. 
Traders attributed the decline to increased 

nervousness over delayed coupon payments. 

The heavy payment schedule has left the 

government with limited hard currency for 
imports of basic items such as food and 
medicine, spurring product shortages and 
leaving millions struggling to eat.  
Maduro says the government is victim of an 

"economic war" led by political adversaries and 
fueled by several rounds of economic sanctions 
by Washington. 
 
(Additional reporting by Tom Sims in Frankfurt; 
Writing by Brian Ellsworth; Editing by Jeffrey Benkoe) 
(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 

AFRICA 
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Chad 

Chad hires Rothschild to advise on $1 

bln Glencore debt  

26-Oct-2017  
•Glencore debt accounted for 15 pct of 2016 
GDP 
•Glencore being repaid with crude cargoes 
•Chad struggling after oil revenues plunged 
•Debt service calculation is opaque - IMF 

By Julia Payne 
LONDON, Oct 26 (Reuters) - Chad has hired 

Rothschild & Co to advise it on restructuring 
its external debt, namely a more than $1 

billion loan from oil trader Glencore, four 
sources familiar with the matter said. 

The International Monetary Fund has said the 

debt held by Chad, one of the world's poorest 
nations that relies heavily on oil revenues, was 
unsustainable without restructuring the 
commercial, external portion. 
An agreement on a restructuring had been 

expected to be completed last month, an IMF 
report said. 
But the sources, who included two bankers, said 
the parties involved were aiming for the end of 
the year or early 2018. 
Glencore and Rothschild both declined to 

comment. 
Chad's oil ministry directed a request for 
comment to its Finance Ministry, which also 

declined to comment. 
"The IMF is trying to lean on the country to 
share the burden with Glencore and the 
commercial lenders, but the country has little 

negotiating power," one of the sources told 
Reuters. 
The Glencore loan accounted for 98 percent of 
Chad's $1.4 billion external commercial debt 
at the end of 2016, according to the IMF. The 
World Bank estimated Chad's total gross 
domestic product last year at about $9.6 
billion.  

Glencore began lending to Chad in exchange for 

crude in 2013 with a $600 million three-year 
prepayment followed by a $1.45 billion oil 

prepayment in 2014 to finance the state oil 
firm's purchase of Chevron's oil assets in the 
country. 
International trading houses often lend to their 
partners, whether governments or companies, to 

secure business and gain better returns. But 
falling crude prices or other changes to the 
credit environment can turn such deals sour. 
Chad's key revenue stream was crippled by the 
fall in the oil price in 2014, prompting a 
restructuring of the loans with repayments 
extended to 2022.  

Chad produced about 110,000 barrels per day in 
2016 and exports its crude via a pipeline 
through Cameroon, according to the U.S. Energy 

Information Administration. 
Even after restructuring those loans, the country 
has still struggled. Only 11 percent of its 

dwindling oil profits went into government 
coffers last year, down from about a third in 

2015, the IMF reported in August. 

At the end of June, the IMF agreed a new credit 

arrangement with Chad for a little more than 
$300 million.  
Chad has also received loans from the World 
Bank and the African Development Bank among 
others. 
SPENDING CRUNCH 
The IMF has said it was unclear how existing 
debt payments were being calculated. "The 
debt service ... is determined in an opaque 
manner," the IMF said in an August report.  

"Glencore, presumably in discussion with SHT 
(Chad's oil firm), decides on the final allocation 
of payments to service the loan per oil shipment. 
The Ministry of Finance does not participate in 

this process and has little a priori information of 

the final amount paid to the Treasury, which 
varies significantly," it added. 
The IMF said that between 2015 and 2016, the 
amount allocated from oil sales to amortisation, 
interest and fees nearly doubled to about 60 
percent.  

A source familiar with the matter said debt costs 
changed from cargo to cargo partly because 
Chad has a trading contract and a debt contract 
with Glencore, which also has some exploration 
and production interests in Chad.  
Government spending has halved in the past two 
years since oil prices plunged from more than 

$100 a barrel in mid-2014 to below $30 at the 
start of 2016. Oil now trades at $58 a barrel. 

The spending crunch has come when Chad is 
fighting militant group Boko Haram, as well as 
facing a drought and a refugee crisis due most 
recently to those escaping Boko Haram attacks 

and conflict in the neighbouring Central African 
Republic.  
"Chad cannot afford to wait six months to 
restructure, it cannot even afford to wait less. A 
lot is riding on this," one of the sources said. 
 
(Additional reporting by Madjiasra Nako in N'Djamena 
and Dmitry Zhdannikov in London; Editing by Edmund 
Blair) 

(( julia.payne@thomsonreuters.com ; +44 207 542 
1836; )) 
 
 

Ghana 

Ghana extends debut energy bond sale 

due to strong interest 

26-Oct-2017  
ACCRA, Oct 26 (Reuters) - Bids for an 

inaugural 6 billion cedi ($1.36 bln) energy 
bond being issued by Ghana will close on 
Friday, a day later than scheduled, due to high 
investor interest, transaction arrangers said 
on Thursday. 
The government is issuing the bonds in seven-

year and 10-year maturities as part of plans 
to raise 10 billion cedis to settle debts owed 
by state power utilities to banks and bulk oil 
distributors. 

The paper, for which bids opened on Tuesday, 
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differs from standard sovereign issues by being 

backed by ESLA, a government-sponsored 

vehicle set up to raise fresh funds to clear the 
debt. 
Initial pricing guidance for the seven-year 
tranche was 17.7 percent to 19.0 percent while 
the 10-year was pegged at 17.8 percent to 19.5 
percent. 

"The book-building has been extended to 
accommodate enquiries by both local and 
offshore investors who are showing keen 
interest in the transaction," co-arranger Fidelity 
Bank told Reuters. 
Settlement of the bonds has also been shifted, 

to Wednesday from Monday, to allow investors 
enough time to process payments after pricing 
on Friday, it said. 

Ghana named Standard Chartered Bank and 
local lender Fidelity as lead managers for the 
bond in June. 
 
(Reporting by Kwasi Kpodo; editing by John 
Stonestreet) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
 
 

Kenya 

Kenya's foreign debt investors take 

election turmoil calmly  

26-Oct-2017  
By Karin Strohecker 
LONDON, Oct 26 (Reuters) - While many 

Kenyans fear Thursday's election re-run will 
provoke serious trouble, foreign investors are 
cautiously confident that the country's debt 

can ride out the crisis, although they remain 
hesitant about local stocks. 

Their base scenario is that the vote can conclude 
largely smoothly. However, given that Kenya's 

external debt is rated B+ but trading at levels 
more akin to bonds with ratings two notches 
lower, this means assets have already 
adjusted to the uncertainty and any negative 
surprises may have less of an impact. 

And Nairobi's $1.5 billion stand-by facility deal 

with the International Monetary Fund provides 
additional comfort. 
East Africa's largest economy has slipped into 
turmoil since a Supreme Court ruling annulled 
the result of presidential elections in August. 
Matters worsened when opposition leader Raila 

Odinga quit the re-run against incumbent Uhuru 
Kenyatta. 
"In the very, very near term ... with the ruling 
we had in September, the period of uncertainty 
was extended to up until this point," said Diana 
Amoa, portfolio manager at JPMorgan Asset 
Management. "But the outlook going forward - 

once we get past this period - should be a 
positive one." 
Police clashed with opposition supporters on 
Thursday and gangs of youths prevented voting 
in some towns. A handful of polling officials who 

pitched up to work in Kisumu, the scene of 

major ethnic violence after a disputed election in 

2007, cowered behind closed doors, unable to 
distribute any voting material. 
However, the government said the security 
situation was by and large "OK", with polling 
stations open in over 90 percent of the country. 
For funds active in Africa and across frontier 

markets - a sub-set of riskier, smaller 
developing countries - the $55 billion Kenyan 
economy has been a firm part of their portfolios. 
The country's $2.75 billion in dollar-
denominated bonds maturing in 2019 and 
2024 form part of major emerging market 
debt benchmarks and frontier indexes.  

Year-to-date, Kenyan dollar bonds, have chalked 

up solid returns of more than 12 percent 

compared with nearly 9 percent on the index. 
However, the political stand-off has blunted 
economic growth in Kenya, which has been 
largely stable since the violence a decade ago.  
Kenyan debt has still underperformed its 
peers, said Gabriele Foa, a strategist at Bank 
of America Merrill Lynch. He noted that yield 

premiums over U.S. debt had not narrowed as 
much as those on other sub-Saharan debt. 

"When you look at the spreads with Angola, 
Ghana, Nigeria, Zambia, that has been widening 
over this year," said Foa, who has an 
"overweight" rating on Kenya's dollar bonds. 
"We saw a compression in line with the region, 
but Kenya is definitely lagging."  

Still, investors are also upbeat on the local 
government bond market, worth 1,387 billion 
shillings ($13.4 billion). The Kenyan shilling has 
been broadly unshaken by the political events, 
softening just over 1 percent since the start of 
the year. 

Previous experience points towards the shilling 
bouncing back swiftly. When violence ripped 
through the country following the 2007 
elections, the shilling fell about 15 percent 
against the dollar, but recovered to pre-vote 
levels within three months.  
Any softness in the currency, coupled with low 

foreign positioning overall in those assets, made 
local debt attractive, said JPMorgan's Amoa. 

Investors in Kenya's $22.3 billion stock market 
have been more cautious. While the Nairobi 
Stock Exchange All Share Index has risen 
around 17 percent since the start of the year in 
dollar terms, the gains fall well short of the 30 

percent jump across emerging equities more 
broadly.  
"Foreign investors have been generally in wait-
and-see mode with some net selling at the 
margin," said Hasnain Malik, head of equity 
research at Exotix Capital. 

The percentage of Nairobi-listed stocks owned 
by foreigners has edged down to 21 percent in 
2017 from a peak of 22.5 percent in 2013. Yet 

those waiting on the sidelines may well be happy 
to return if and when the political impasse has 
been resolved.  
"Kenya is the great hope for investors in Africa 

as a non-commodity producing country, which 
has the potential to industrialize ahead of its 
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peers, with money going into railways, roads 

and ports," said Daniel Salter, head of equity 

strategy at Renaissance Capital.  
"It is a country that investors want to like, but 
what they don't like is the current uncertainty." 
 
($1 = 103.8000 Kenyan shillings) 
(Reporting by Karin Strohecker; editing by David 
Stamp) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Nigeria 

Nigeria's cabinet approves draft 2018 

budget  

26-Oct-2017  
•Spending plan to be sent to lawmakers, says 
budget minister 
•Budget ministry document outlines 8.6 
trillion naira plan 
•Africa's largest economy left recession in 
second quarter 
•Budget approval delayed by disagreements 
in recent years 

By Felix Onuah 

ABUJA, Oct 26 (Reuters) - Nigeria's cabinet on 

Thursday approved a draft 2018 budget that 
will now be sent to lawmakers, the minister of 
budget and national planning said, as the 
government seeks to bolster growth after 
getting out of its first recession in 25 years.  

Africa's biggest economy emerged from 
recession in the second quarter, although the 

pace of growth was slow at just 0.55 percent 
compared with the same three-month period a 
year earlier. 
The country has increased its budget each year 
under President Muhammadu Buhari, who took 
office in May 2015, in a bid to spend its way out 
of a downturn caused by low oil prices. But it 

has struggled to fund its plans fully and to 
increase its revenues. 
"The federal executive council (cabinet) today 

approved a draft of the 2018 budget proposal," 
Udoma Udo Udoma told reporters in the capital 
Abuja after the weekly ministerial meeting. 
"It is the prerogative of the president to give the 

details of the budget to the National Assembly, 
not me, so be patient until he presents the 
budget," he said. 
Although Udoma did not disclose details of the 
draft budget, his ministry last week published 
a document that said the budget would be a 
record 8.6 trillion naira ($27.3 billion) in 
2018, up 15.5 percent from this year.  

The government has increased spending on 

infrastructure in recent years in an attempt to 
diversify the OPEC member's oil-dependent 

economy. Crude oil sales supply around two-
thirds of government revenue. 
Analysts have said the country's failure to meet 
its budget commitments in the last few years 

has been more significant than the size of the 
spending plan.  

Udoma said lawmakers would approve a date for 

Buhari to address them and formally submit the 

budget.  
The draft budget figures must be approved by 
the upper chamber of parliament before the final 
budget can be submitted and signed into law by 
Buhari. 
Approval of the budget was delayed for months 

in 2016 and 2017 due to disagreements between 
lawmakers and the presidency, which froze the 
allocation of money for government projects and 
deepened the economic crisis in Africa's biggest 
economy. 
"Before now we used to submit in December but 

now the budget is ready in October, so there is a 
very big difference," said the budget minister 
when asked about the government's aim for the 

process to be faster than in previous years. 
 
($1 = 314.5000 naira) 
(Writing by Alexis Akwagyiram; Editing by Andrew 
Roche and Hugh Lawson) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak)) 
 
 

South Africa 

South African debt to jump to nearly 60 

pct of GDP over 3 years  

25-Oct-2017  
CAPE TOWN, Oct 25 (Reuters) - South Africa's 

debt will rise by almost a trillion rand in the 
next three years to almost two-thirds of gross 
domestic product, Treasury said Wednesday, 
as stuttering economic growth hurts 
revenues. 
Gross loan debt will swell to 3.4 trillion rand 

($247 billion)in 2020 from 2.5 trillion currently 
as government accelerates borrowing in local 
and international markets, Treasury said in its 
medium term budget, adding that interest 
payments on debt remained the fastest growing 
spending item at 11 percent.  

 
($1 = 13.7505 rand) 
(Reporting by Mfuneko Toyana; Editing by Tiisetso 
Motsoeneng) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
 
 

South African rand, bonds extend 

losses on budget shock  

26-Oct-2017  
•Downgrade risk hurts rand, bonds 
•Stocks lifted by rand-hedged resources 

JOHANNESBURG, Oct 26 (Reuters) - South 

Africa's rand and government bonds remained 
under pressure on Thursday in a second day 
of heavy losses sparked by a bleak budget 
outlined by Finance Minister Malusi Gigaba on 
Wednesday that raised the risk of credit 
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downgrades. 

Resource stocks, which earn their revenue in 

dollars and pay their costs in rand, lifted the 

bourse due to the weaker rand. 
At 1544 GMT, the rand traded at 14.1950 versus 
the dollar, 1 percent weaker on the day after 
earlier hitting an 11-month low of 14.3000. The 
rand closed at 14.0575 on Wednesday. 

The rout was triggered after Gigaba raised the 
estimated budget deficit in the 2017/18 fiscal 
year to 4.3 percent of GDP, which would be the 
highest deficit since 2009. 
He also halved this year's economic growth 
forecast and warned that public debt would 
reach nearly 60 percent of GDP in the next 
three years. 
Rating agencies were downbeat on the deficit 

and debt news. 

Fitch, which already has South Africa's foreign 
and local-currency debt in junk territory, said 
the lack of concrete plans to limit the damage to 
the economy that will be caused by a larger 
budget deficit and ballooning debt was worrying.  
S&P said politics will probably trump near-term 

macro-economic performance. 
"It's likely you're seeing some profit-taking at 
the moment but we see a big chance of the rand 
going further down in the next few sessions 
mainly on the fears of further downgrades," said 
emerging market analyst at Continuum 
Economics Juri Ken. 
Fitch and S&P rate South African foreign-
currency debt in sub-investment, or "junk", 
territory. But only Fitch has the country's 
local-currency debt in junk. 
Moody's rates both the foreign and local 
currency debt a notch above speculative 
grade. 

The yield on the benchmark government bond 
due in 2026 was at 9.28 percent from 9.255 the 

day before. 
"The markets are reacting to concerns about 
what happens to South Africa's ratings. 
Downgrades seem more likely than not," said 
Halen Bothma, an economist at ETM Analytics. 
On the bourse, the benchmark Top-40 index 
rose 0.8 percent to 52,274 points while the All-

Share index added 0.78 percent to 58,576 
points.  
The bullion sector rose 4.21 percent and the 
platinum index jumped 7.21 percent as investors 
opted for resource stocks which will benefit from 
currency weakness.  
"People are rushing into rand hedges, making 

the assumption that the rand will remain weak," 
said Cratos Capital equities trader Greg Davies 
referring to stocks which tend to strengthen as 
the currency weakens. 
 
(Reporting by Mfuneko Toyana, Alexander Winning and 
Tanisha Heiberg; Editing by James Macharia) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
 

 

Tunisia 

Tunisia will ask U.S. for a $500 million 

loan guarantee  

26-Oct-2017  
TUNIS, Oct 26 (Reuters) - Tunisia will ask the 

United States for a $500 million loan 
guarantee as it prepares to issue bonds on 
financial markets next year, a senior 
government official told Reuters on Thursday. 

Tunisia will need about 7.4 billion Tunisian 
dinars ($3 billion) from foreign loans including 

1.4 billion dinars from the sale of bonds. 
Since the 2011 uprising that ended the rule of 
the former president Zine El Abidine Ben Ali, the 

United States has guaranteed about 1 billion 
dollars in loans to Tunisia to support the 
democratic transition in the north Africa's 
country. 

 
($1 = 2.4682 Tunisian diners) 
(Reporting by Tarek Amara; Editing by Toby Chopra) 
(( tarek.amara@thomsonreuters.com ;)) 

 
 

 


