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ASIA 
  

China 

China's benchmark overnight repo rate 

falls to lowest in a decade  

24-Jun-2019  
SHANGHAI, June 24 (Reuters) - The volume-

weighted average rate of China's benchmark 
overnight repo for banks extended losses on 
Monday falling below 1% to the lowest in 10 
years, pressured by ample liquidity in the 

banking system. 

The weighted average overnight repo stood at 
0.9985 percent as of 0158 GMT, the lowest level 
since late June 2009, and was about 23 basis 
points lower than Friday's close of 1.2301%. 
 
(Reporting by Winni Zhou and John Ruwitch 
Editing by Jacqueline Wong) 
(( winni.zhou@thomsonreuters.com ; +86 21 2083 
0100; Reuters Messaging: 

winni.zhou.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

China to sell 2 bln yuan of treasury 

bonds in Macau  

25-Jun-2019  

SHANGHAI, June 25 (Reuters) - China will issue 

2 billion yuan ($291.04 million) in yuan-
denominated treasury bonds in Macau on July 
4, the finance ministry said on Tuesday. 

The Ministry of Finance said in a statement that 
the bond sales will continue to strengthen 
financial cooperation between the mainland and 
Macau. 

 
($1 = 6.8720 Chinese yuan) 
(Reporting by Winni Zhou and Andrew Galbraith; 
Editing by Sam Holmes) 
(( winni.zhou@thomsonreuters.com ; +86 21 2083 
0100; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

India 

India market regulator raises disclosure norms; 
tightens rules for mutual funds  

27-Jun-2019  
MUMBAI, June 27 (Reuters) - India's market 

regulator on Thursday raised disclosure 

norms for pledging of shares by promoters of 
companies and tightened rules for mutual 
funds in the country in an effort to protect 
minority shareholders and retail investors. 

The Securities and Exchange Board of India 
(SEBI) also put a cap of 5% of net sales on 

royalty paid by companies to their parents or 
promoters and mandated companies to get 
shareholder approval for royalty payments 

above the cap, it said in a release after its board 
meeting.  
The need for higher transparency on pledged 
shares come after recent fears of high exposure 
of mutual funds to companies with a high 
percentage of promoter shares pledged through 

complex structures.  
 
(Reporting by Abhirup Roy; editing by Emelia Sithole-
Matarise) 
(( abhirup.roy@thomsonreuters.com ; + 91 22 6180 
7067; Reuters Messaging: 
abhirup.roy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

India Bonds Seen Down On State 

Borrowing Plan  

28-Jun-2019  
By Siddhi Nayak 
NewsRise 
MUMBAI (Jun 28) -- Indian government bonds 

are likely to fall in early trade as state 
governments are expected to raise a higher 

quantum of funds by selling bonds during 
July-September. 

The yield on the benchmark 7.26% bond 
maturing in 2029 is likely to trade in a range of 
6.88%-6.95% today, a trader with a state-run 
bank said. The note ended at 102.50 rupees, 
yielding 6.90%, yesterday. The Indian rupee 
ended at 69.06 to the dollar, highest since Apr. 

mailto:Publicdebtnet.dt@tesoro.it
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11.  

India’s states and union territories are expected 

to borrow 1.39 trillion rupees via bonds in July-
September, the central bank said in a statement 
after market hours yesterday. State 
governments were expected to borrow 1.10 
trillion rupees in April to June. New Delhi will 
raise 170 billion rupees by selling bonds today. 

“The quantum of the state auctions is higher 
than the previous quarter which will put 
pressure on bonds,” the trader said. “We also 
have the weekly debt supply today which will 
keep yields elevated.” 
Indian Finance Minister Nirmala Sitharaman 
will present her maiden budget on Jul. 5. The 

federal government aims to keep its fiscal 
deficit at 3.4% of gross domestic product in 
this financial year, according to the interim 
budget. Several traders expect the fiscal 
deficit target to be widened. 

India’s southwest monsoon rains for the week of 
Jun. 20 to Jun. 26 were 24% below normal at 
35.9 millimetres, the third consecutive week of 
sub-par seasonal rains, according to a statement 

on the India Meteorological Department’s 
website. Rains for the annual June-September 
monsoon season until Jun. 26 were 36% below 
normal at 86.3 millimetres, it said. 
Crude oil prices were little changed as investors 
await the meeting between U.S. President 
Donald Trump and Chinese President Xi Jinping 

at the Group of 20 summit in Japan, scheduled 

today and tomorrow. 
Trump has agreed to no preconditions for his 
meeting with the Chinese counterpart this 
weekend, and is maintaining his threat to 
impose new tariffs on Chinese goods, White 
House economic adviser Larry Kudlow said, 
according to Reuters. India imports over 80% 
of its crude oil requirements. 

KEY FACTORS: 
*Benchmark Brent crude oil contract trading 
0.15% higher at $66.45 per barrel 
*Ten-year US yield at 2.0140% 
*Foreign investors bought net $101.22 million 
worth of Indian bonds on Jun. 26. Month-to-date 
these investors are buyers of net $599.91 

million of Indian debt. 
*Parliament session continues 
*Indian states likely to borrow 1.39 trillion via 
state development loans in July-September 
*India's Jun 20-Jun 26 monsoon rains 24% 
below normal -IMD 
*RBI to release weekly foreign exchange data 

*RBI likely to release January-March current 
account deficit data 
*Government likely to release April-May fiscal 
deficit data 
*RBI to conduct 14-day term repo auction worth 
245 billion rupees 

*RBI to set underwriting fees for 170 billion 
rupees weekly bond auction 

*RBI to conduct 170 billion rupees weekly bond 
auction 
 
*RBI to conduct three-day reverse repo auctions worth 
1.25 trillion rupees 

- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 

Information Services Pvt Ltd 
(c) Copyright Thomson Reuters 2019. 
 
 

Indonesia 

Indonesia raises 8 trln rupiah from 

Islamic bonds auction, above target  

25-Jun-2019  
JAKARTA, June 25 (Reuters) -  
• Indonesia raised 8 trillion rupiah 
($566.57 million) in an Islamic bonds auction 
on Tuesday, above the indicative target of 6 
trillion rupiah, the financing and risk 
management office at the finance ministry 

said. 

• The weighted average yields of the 
project-based sukuk sold on Tuesday were lower 
than yields of comparable sukuk at the previous 
auction on May 28. 
• Total incoming bids at Tuesday's auction 
were 40.2 trillion rupiah. 
 
($1 = 14,120.0000 rupiah) 
(Reporting by Tabita Diela; 
Editing by Kim Coghill) 
(( tabita.diela@thomsonreuters.com ; 
+628561539032; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Israel 

Israel issues first 50-year bonds for 

500 mln euros  

27-Jun-2019  
JERUSALEM, June 27 (Reuters) - Israel has 

issued its first 50-year bonds in a deal worth 
500 million euros ($568 million) with a single 
institutional investor in Europe, the Finance 

Ministry said on Thursday. 

The bonds have a fixed 2% interest rate, which 
reflects a lower cost than previous offerings that 
were for periods of up to 30 years, the ministry 
said. 
The investor in the issue was one of the largest 
pension funds in Europe, which has never 

invested in Israeli bonds in the past, it said. 
The underwriters were Barclays and Deutsche 
Bank. 
Israel has been seeing increased demand 
from institutional investors for its bonds, and 
in January carried out a record public offering 
of 2.5 billion euro. 

"This issuance is an expression of confidence in 

Israel's economy and market, but more than 

that, it expresses the belief in the world that the 
state of Israel is here to stay," said Finance 
Minister Moshe Kahlon. 
 
($1 = 0.8801 euros) 
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(Reporting by Ari Rabinovitch and Steven Scheer; 
Editing by Toby Chopra) 
(( ari.rabinovitch@thomsonreuters.com ; +972-2-632-
2202; Reuters Messaging: 
ari.rabinovitch@thomsonreuters.com @reuters.net)) 

(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon central bank backs debt 

servicing cost cuts plan; no deal yet  

25-Jun-2019  
By Tom Perry and Ellen Francis 
BEIRUT, June 25 (Reuters) - Lebanon's central 

bank governor backs government efforts to 
cut public debt servicing costs in the 2019 
budget, but an agreement has yet to be 
reached on how that will be done, he said on 

Tuesday. 
The debt totals around 150% of economic 
output and cutting those costs is an important 
factor in a budget draft that aims to slice the 
deficit to 7.6% of output from 11.5% in 2018 
and cushion the impact of a looming economic 
crisis.  

Approved by the cabinet last month, the budget 
- viewed as a critical test of the government's 
will to launch reforms put off for years in a state 

riddled with corruption and waste - is being 
debated in parliament. 
The finance minister aims for it to incorporate 
a cut about 1 trillion Lebanese pounds ($660 
million) in debt servicing through issuing low-
rate treasury bonds in coordination with the 
Lebanese banking sector.  

Asked if banks and the government had reached 
a deal on that, Central Bank head Riad Salameh 

said: "No. We are going to have discussions 
after the budget but the figures will be 
achieved".  
"...We back it as a central bank, but nothing will 
be imposed on the (commercial) banks," he told 
Reuters on the sidelines of a Euromoney 

conference in Beirut on Tuesday. 
Salameh also said the central bank assumed the 

economy would have zero percent economic 
growth for 2019 though this could improve due 
to better tourism. "I think the outlook could be 
better starting in the second half of this year," 
he said. 

Salameh told reporters he did not foresee any 
problems for Lebanon in repaying maturing 
Eurobonds this year and the government's 
solvency was not at stake. 
He said it was the view of the finance ministry 
and central bank not to issue new dollar-
denominated debt "until the future picture 

becomes clear". "We are not in a rush because 
we have liquidity," he said.  
He said remittances to Lebanon were stable at 
around $7-$8 billion a year. Asked if this was 
enough to meet Lebanon's financing needs, 
Salameh said if not, then any gap would be 
filled by the central bank. 

Financial transfers into the Lebanese banking 

sector from the country's large diaspora have 

been critical in supporting an economy that is 

heavily dependent on imports. 

Donor states and institutions have pledged some 
$11 billion in financing, conditional on the 
country undertaking the long-delayed reforms. 
Salameh said Lebanon was going through a 
deleveraging seen in a decline in outstanding 
deposits of $3 billion and in outstanding loans of 

$6 billion. This means "you still have the inflows 
in the country", he said.  
 
(Reporting by Tom Perry and Ellen Francis in Beirut; 
Editing by Andrew Heavens and John Stonestreet) 
(( lisa.barrington@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon's debt fix now hinges on 

central bank as lenders baulk  

26-Jun-2019  
 (Bloomberg) --Lebanese lenders are turning 

against a government plan to persuade them 
into buying treasury bonds at lower interest 
rates, leaving Banque du Liban (BdL) to go it 

alone as regional turmoil and budget delays 
keep the market on edge. 

In May, Ali Hassan Khalil, the Lebanese finance 
minister said that the government wanted to 
issue LBP 11 trillion ($7.3 billion) of the 
securities at a rate of one per cent, allowing it to 
cut LBP 1 trillion from the cost of servicing debt 
under this year's draft budget. 

The central bank is expected to handle the 
programme alone, with the details made clearer 
after parliament approves the final version of the 
budget. 
With at least three times as many Lebanese 
living abroad than at home, the economy has 

been sustained by remittances, mainly from the 
Gulf and Africa, which banks then use to buy 
government debt. 
Despite the risk of further increasing Lebanon's 
cost of funding, the finance ministry last year 
issued treasury bills at market rates for the first 
time in seven years to appeal to local lenders, 

which have instead been depositing their money 

at the central bank for higher rates. 
The Lebanese government approved its much 
delayed 2019 budget last month, along with 
spending cuts, additional taxes and fees and a 
hiring freeze in the public sector. 
The government projected a deficit of 7.6 per 

cent of gross domestic product, down from 
11.4 per cent in 2018 as well as a lower cost 
of debt servicing under the minister's plan. 

Lebanon committed itself last year to a drop in 
its deficit by a percentage point annually in the 
next five years along with other measures to 
unlock $11 billion in funding pledged by 
international donors. In a sign that investors are 

losing confidence, Lebanese eurobonds have 

entered distressed territory as political 
squabbles stall economic reforms. 
Prime Minister Saad Hariri has been critical of 
the parliamentary committee's work on the 
budget as lawmakers have been discussing and 
scrapping some revenue-generating measures 

mailto:Publicdebtnet.dt@tesoro.it
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introduced by the government. 
According to the International Monetary Fund 
(IMF), Lebanon's public debt is estimated at 
160 per cent of GDP and is projected to rise to 
near 180 per cent by 2023. 

 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
(c) Copyright Thomson Reuters 2019. 
 
 

Moody's sees risk of Lebanon debt 

rescheduling despite budget  

27-Jun-2019  
BEIRUT, June 27 (Reuters) - Slowing capital 

inflows to Lebanon and weaker deposit 
growth increase the risk of a government 
response that will include a debt rescheduling 

or another liability management exercise that 
may constitute a default, Moody's Investors 
Service said. 

"Despite the inclusion of fiscal consolidation 
measures in the draft 2019 budget, slowing 
capital inflows and weaker deposit growth 
increase the risk that the government's response 
will include a debt rescheduling or another 

liability management exercise that may 
constitute a default under our definition," Moody's 

said in a June 25 credit analysis of Lebanon. 
 
(Writing by Tom Perry; 
Editing by Alison Williams) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Malaysia sells 2.0 bln rgt sukuk at avg 

4.074 pct  

27-Jun-2019  
KUALA LUMPUR, June 27 (Reuters) - Malaysia 

has sold 2.0 billion ringgit in Islamic 

government bonds maturing in 2039 at an 
average yield of 4.074 percent, the central 
bank said on Thursday. 

The bid-to-cover ratio was 4.27 times. 
 
(Reporting by Kuala Lumpur newsroom) ((Tel: +603-
2333 8046)(Fax: +603-2072 6752)(Bureau Email: 
areuters@gmail.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sri Lanka 

Sri Lanka raises $2 bln in bond sales 

amid strong risk appetite  

25-Jun-2019  

By Shihar Aneez 
COLOMBO, June 25 (Reuters) - Sri Lanka raised 

$2 billion through bond sales, the central 
bank said on Tuesday, as falling U.S. treasury 
yields helped boost risk appetite in the 

island's debt despite a slowing economy. 

Going to the international markets for the first 

time since a series of suicide bomb attacks on 

Sri Lankan hotels and churches killed more than 
250 on Easter Sunday, the government raised 
$500 million on Monday via 5-year bonds at a 
6.35% yield and $1.5 billion through 10-year 
bonds at 7.55%.  

The yields of both bonds were more than 25 
basis points below initial guidance by the lead 
manager and also less than the yields on similar 
bonds it sold in March.  
In another indication of strong demand, the 
bonds were oversubscribed more than three 
times.  

"Market conditions were conducive with 10-year 
U.S. treasuries down to near 2%. There was 

good supply (of funds) for emerging markets. 
The risk appetite was positive," central bank 
governor Indrajit Coomaraswamy told Reuters.  
The money raised would allow Sri Lanka to 
repay some loans and act as a buffer against 

political uncertainty, he said. The country is 
expected to face a presidential election towards 
the end of the year and a general election in 
2020. 
In March, Sri Lanka sold $1 billion in five-year 
bonds with a coupon of 6.85 percent and $1.4 
billion in 10-year bonds with a coupon of 7.85 
percent. 

"The U.S. economy is weakening and they are 
looking at cutting rates. So there is higher 

appetite for emerging markets," said Dimantha 
Mathew, research head at Colombo-based First 
Capital Holdings.  
The bomb attacks have badly dented the Sri 
Lankan economy, in particular deterring many 

thousands of foreign tourists. 
BOC International, Citigroup, Deutsche Bank, 
HSBC, JPMorgan, SMBC Nikko and Standard 
Chartered Bank, who were the lead managers 
for the $2.4 billion borrowing in March, are the 
joint bookrunners for the latest bond sale. 

Ravin Basnayake, Citigroup's country officer for 
Sri Lanka, said the price tightening and investor 
appetite underlined the continued confidence in 
Sri Lanka. 
The sale comes as Sri Lanka is struggling to 
repay foreign loans, with a record $5.9 billion 
due this year, including $2.6 billion in the first 
quarter and more than $1.2 billion in the 
second, central bank data showed. 

All three major rating agencies downgraded Sri 
Lanka's debt after President Maithripala Sirisena 
sacked Prime Minister Ranil Wickremesinghe last 
October and replaced him with pro-China former 
president Mahinda Rajapaksa, though that 
decision was later reversed. 
But the resulting seven-week political crisis hurt 

the rupee and drove sovereign bond yields 
higher, straining state finances. 

Sri Lanka is unlikely to hit its full-year economic 
growth target of 3-4% following the bombings, 
the government has said. A Reuters poll has 
forecast growth to slump to its lowest in nearly 

two decades this year. 
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(Reporting by Shihar Aneez; Editing by Martin Howell 
and Nick Macfie) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 

https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania to sell 3 bln leks (24.3 mln 

euro) of 10-yr T-notes on July 4  

28-Jun-2019  

TIRANA (Albania), June 28 (SeeNews) – Albania 

will offer 3 billion leks ($27.7 million/24.3 
million euro) worth of 10-year Treasury notes 
at an auction on July 4, the finance ministry 
said in its debt issuance calendar for the third 
quarter of 2019. 

At the last auction of 10-year T-notes held on 
April 4, the finance ministry sold 2.5 billion leks 
worth of government paper. 

The coupon rate on the issue was set at 5.85%, 
unchanged from the last auction of 10-year T-
notes held in January, according to figures 
published on the website of the finance ministry. 
 
(1 euro = 121.198 leks) 
Copyright 2019 SeeNews. All rights reserved. 
(c) Copyright Thomson Reuters 2019. 
 
 

Belarus 

Belarus may decide against Eurobonds 

in 2020 if it gets $630 mln Russian 

loan  

26-Jun-2019  
MINSK. June 26 (Interfax) - Belarus might not 

offer Eurobonds in 2020 if it receives a 
Russian government loan of $630 million. 

"We'll probably adjust our plans [if we get the 
Russian loan] regarding tapping the debt market 

next year as we had been planning a possible 
Eurobond. If we get this $630 million there'll be 
no need to borrow on the market," Belarusian 
Finance Minister Maxim Yermolovich told 
reporters. 
He said interest in bonds was high, that yields 

were at an all-time low and the situation for 
going to the market was very good. "I think it 
will be just as good next year and I see no risks 
in financing the foreign debt in current economic 
conditions," Yermolovich said. 
If Belarus receives the Russian loan it will use 
it to repay obligations in 2020-2021. "That is 
the loan would be an additional source not for 

the current year but a debt policy source for 
the longer term," Yermolovich said. 

Belarus is planning to place its next sovereign 
Eurobonds in 2020, and this may happen on the 

London Stock Exchange (LSE), Prime Minister 

Sergei Rumas said at the beginning of June. 

Belarus returned to the international debt 
market in 2017 after a six-year absence, selling 
$800 million in five-year bonds at 7.125% per 
annum and $600 million in 10-year bonds at 
7.625%. Belarus completed its latest placement 
of Eurobonds on February 28, 2018, selling $600 

million in 12-year notes at a coupon rate of 
6.20% per annum. 
The Finance Ministry has also said it plans to 
places bonds denominated in Russian rubles on 
the Moscow Exchange (MOEX: MOEX) this year. 
 
Pr mz 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
(c) Copyright Thomson Reuters 2019. 
 
 

Bulgaria 

Bulgaria's gross foreign debt rises 1% 

at end-April  

27-Jun-2019  
SOFIA (Bulgaria), June 27 (SeeNews) - 
Bulgaria's gross foreign debt edged up by an 
annual 1% to 33.96 billion euro ($38.62 
billion) at the end of April, the central bank 
said on Thursday. 

The gross foreign debt at the end of the fourth 

month of the year was equivalent to 57.4% of 
the projected 2019 gross domestic product 
(GDP), the Bulgarian National Bank said in a 
statement. 
Compared with the end of March, Bulgaria's 
external debt was 0.5% higher at the end of 

April. 
 
($ = 0.8794 euro) 
Copyright 2019 SeeNews. All rights reserved. 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia sells 965 mln kuna (130.5 mln 

euro) of T-bills, above target  

26-Jun-2019  
ZAGREB (Croatia), June 26 (SeeNews) - 
Croatia's finance ministry sold 965 million 
kuna ($148.2 million/130.5 million euro) 

worth of one-year Treasury bills at an auction 
on June 26, above its 700 million kuna target, 
it said on Wednesday. 

The yield on the issue stood at 0.08%, same as 
the yield achieved at the last auction of one-year 
T-bills held on May 28, the finance ministry said 
in a statement. 

The one-year T-bills auctioned on Tuesday will 

mature on June 25, 2020. 
 
(1 euro = 7.39747 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
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(c) Copyright Thomson Reuters 2019. 
 
 

Czech Republic 

Czech central bank keeps rates 

unchanged, outlook in focus   

26-Jun-2019  
PRAGUE, June 26 (Reuters) - The Czech 

National Bank (CNB) kept interest rates 
unchanged on Wednesday, in line with market 
expectations, as global central banks shifted 
towards easing monetary policy and the 
domestic economy was expected to slow 
down further. 

The main two-week repo rate  remained at 

2.00%. The central bank raised it to that level at 
its last policy meeting on May 2. 
Such decision was expected by all 14 analysts in 
a Reuters poll, while 12 out of 13 forecast no 
change to policy for the remainder of the year. 
Governor Jiri Rusnok will comment on the 

meeting at a news conference at 2:15 p.m. local 
time (1215 GMT), where he will also present the 
board's assessment of risks to the central bank's 
macroeconomic outlook. 
The market will focus on how dovish language 
from the European Central Bank and Federal 
Reserve from last week would impact the 
Czech policy outlook. 

ECB President Mario Draghi called for "additional 

stimulus" in the absence of any improvement in 
weak growth and tepid inflation, while the U.S. 
Fed kept rates steady but signalled it was ready 
to cut rates beginning as early as next month. 
 
(Reporting by Robert Muller) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kosovo 

Kosovo to sell 25 mln euro of 2-yr T-

notes on June 28  

26-Jun-2019  
PRISTINA (Kosovo), June 26 (SeeNews) – 
Kosovo's finance ministry said it will offer 25 
million euro ($28.5 million) worth of two-year 
Treasury notes at an auction on June 28. 

At the last auction of two-year T-notes held on 
April 8, the average weighted yield fell to 1.5%, 

from 1.7% at the previous auction held in 
January, according to data by Kosovo's finance 
ministry. 
 
($ = 0.87819 euro) 
Copyright 2019 SeeNews. All rights reserved. 
(c) Copyright Thomson Reuters 2019. 
 

 

Hungary 

Hungary : Budget in line with prior 

expectations  

26-Jun-2019  
Favourable economic trends experienced 
hitherto and expected for the future 
guarantee fiscal balance and stability. 
Including a deficit of HUF 137.4bn in the 
month of May, the central sub sector of the 
state budget closed the period January-May 
2019 with a deficit of HUF 176.4bn, 
corresponding to 17.7 percent of the annual 
deficit target. The ESA full-year deficit target 

of 1.8 percent of GDP will be attainable. 

As a result of the wage agreement concluded at 
the end of 2016, 4.5 million people are now in 
employment in Hungary. This favourable trend 
has been coupled with dynamic, double-digit 
earnings growth. Thanks to this as well as tax 
reductions and incentives, more and more 

money has been left at families. This fuels 
consumption which trend has been reflected in 
the steady upward trend of retail sales in the 
past five-and-a-half years. The following data 
show the effect of the government?s housing 
programme: in Q1 2019 the number of newly 
built homes was up by 8 percent year-on-year, 

the volume of investment soared by 26 percent 
and the country?s GDP grew by 5.3 percent ? 

the best figure of the past two decades ? in the 
same period. Besides these factors, fiscal 
revenues grew -- despite tax cuts -- as a result 
of government measures aiming to increase 
economic transparency. 

As a consequence, fiscal revenues from VAT 
were up by HUF 367.3bn, PIT by HUF 91.3bn, 
excise tax by HUF 46.5bn, and payroll taxes 
(social contribution tax as well as pension, 
healthcare and labour market contributions) by 
HUF 209.2bn, compared to the corresponding 

period of the previous year. In the 

aforementioned period, fiscal expenditures 
related to EU-funded projects totalled HUF 
608.1bn, while transfers from Brussels 

totalled HUF 305.9bn. Accordingly, Hungary 
continues to pre-pay amounts expected from EU 
funds, while the implementation of state-funded 
investment projects aiming for various social 

and economic goals continue (such as the 
Modern Cities Programme, the modernization of 
rail networks, various projects in Pest county 
and investment-promotion incentives aiming to 
boost corporate efficiency.) In the period 
January-May 2019, the central government 
budget accumulated a deficit of HUF 253.4bn, 

while Social Security Funds and Extra-Budgetary 
State Funds posted surpluses of some HUF 
25.5bn and HUF 51.5bn, respectively. 

 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
(c) Copyright Thomson Reuters 2019. 
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Russia 

Russian Eurobonds up slightly on 

appetite for risk  

27-Jun-2019  
MOSCOW. June 27 (Interfax) - Prices for most 

Russian Eurobond issues are again rising 
slightly on Thursday as global appetite for risk 
re-awakens. 

US Treasuries are also posting moderate gains, 
and sovereign spreads are little changed. 
Russia's benchmark 2030 bonds were up 10 

basis points from previous closing by 6:15 p.m. 
Moscow time at 113.11% with yield at 3.045% 
per annum, down 4 bps. Three-year US 

Treasuries were up 5 bps from previous closing 
at 1.73%, with yield down 2 bps at 1.73%. 
Spread between Russia-30 and UST3 narrowed 2 

bps to 131.5 bps. 
Russia's 2043 bond was up 14 bps at 121.8% 
yielding 4.44%, down 1 bp; the 2042 bond 
rose 21 bps to 117.11%, yielding 4.425%, 
down 1.5 bps; the 2026 bond was up 13 bps 
at 106.37% with yield down 2.5 bps at 
3.695%; and the 2023 bond rose 3 bps in 
price to 106.96% yielding 3.10%, down 1 bp. 

The 30-year bond maturing in 2047 was up 15 
bps to 110.21% with yield down 1 bp at 4.6%; 

and the 10-year bond maturing in 2027 was up 
20 bps at 103.25%, with yield down 3 bps at 

3.775%. 
 
Pr ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
(c) Copyright Thomson Reuters 2019. 
 
 

Serbia 

Serbia eyes more Eurobond sales to 

fund investment programme  

25-Jun-2019  

LONDON, June 25 (Reuters) - Serbia is 

planning to issue more euro-denominated 
sovereign bonds on international capital 
markets before the end of 2020 to fund 
specific projects in its investment plan, the 
country's Finance Minister Sinisa Mali said on 
Tuesday.  

Last week, Serbia sold a $1 billion euro-
denominated sovereign bond to pay off more 

expensive dollar-denominated government debt. 
"In the next 12-18 months we will reconsider 
coming back to the market again, not for 
budgetary purposes but for specific project 
financing purpose," Mali said on the sidelines of 

an investment conference at Bloomberg in 
London.  

The proceeds of the next issue would be 
earmarked to help fund some of the upcoming 
investment projects and would very likely again 
be euro-denominated, Mali added.  

"Our long-term strategy is to decrease our 

exposure to dollars, because we are simply 

naturally hedged in euros." 
Speaking about the privatisation of the 
country's second largest lender, Komercijalna 
Banka, Mali said the government had received 
seven letters of interest and expected the 
tender commission to meet on Wednesday, 
publicise the names and kick off the due 
diligence process.  

"We expect that in September we get the final 

binding offers," he said. "It's not going to be 
cheap, because of the competition." 
Serbia plans to privatise Komercijalna and other 
assets under a 30-month non-financial advisory 
and monitoring programme between Belgrade 
and the International Monetary Fund. 

The Serbian state is the single largest 
shareholder in the bank, holding 41.75%.  
Belgrade also plans to sell the stakes in the bank 
owned by the European Bank for Reconstruction 
and Development (EBRD) and the International 
Finance Corporation (IFC), part of the World 
Bank group, as well as from Germany's DEG 

development fund and Sweden's Swedfund, 
which the ministry will acquire as part of the 
tender process. 
The stake for sale could be something 
between 50.1% and up to 83.23% of all 
ordinary shares issued by the bank.  

In March, Austrian lender Raiffeisen Bank, which 
operates across eastern Europe from the Czech 

Republic to Russia and down to the Balkans, said 
it was considering acquisitions to expand in its 
main markets and did not rule out its interest in 
Komercijalna Banka. 
 
(Reporting by Karin Strohecker; 
Editing by Alison Williams) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey dollar bonds gain after large 

inflows into local markets  

27-Jun-2019  
LONDON, June 27 (Reuters) - Dollar-

denominated bonds issued by Turkey's 
government gained on Thursday after inflows 
into local assets surged to their highest level 
since early February. 

Prices for longer-dated bonds made the biggest 
gains, with most bonds maturing in 2030 or 

beyond rising 1 cents in the dollar or more. 
The 2036 issue jumped 1.8 cents to trade at the 
strongest level since late February. 
Local assets had $256 million of inflows into 
local assets, government bonds and equities, 
in the week to June 21, the largest amount 
since early February and the second highest 
year to date, according to Deutsche Bank. 

 
(Reporting By Tom Arnold) 
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(( Tom.Arnold@thomsonreuters.com ; 
+442075428510; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine government sets price cap for 

heating tariffs  

26-Jun-2019  
KIEV, June 26 (Reuters) - Ukraine's 

government set a price cap on Wednesday for 
heating tariffs, according to comments made 
in a televised cabinet meeting, after the 
International Monetary Fund urged Kiev to set 
prices at market levels. 

There was no immediate confirmation of the 

price cap level, but earlier in the cabinet session 
the justice minister suggested a price of 1,400 
hryvnia ($53.51) per gigacalorie. The average 
price stood at 1,535.8 hryvnia as of April.  
The IMF wants Ukraine to bring household 
heating tariffs up to market levels as part of a 
$3.9 billion aid programme. The finance minister 

opposed the cap during the televised meeting, 
saying it went against Ukraine's international 
obligations.  
 
($1 = 26.1655 hryvnias) 
(Reporting by Natalia Zinets; 
Writing by Matthias Williams; 
Editing by Edmund Blair) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Most Latin American FX fall, Brazil's 

real firms  

27-Jun-2019  

By Susan Mathew 
June 27 (Reuters) - Most Latin American 

currencies dipped on Thursday as news flow 
from the White House dampened optimism 
around a China-U.S. trade deal, while Brazil's 
real reversed course to trade higher. 

Currencies of Colombia, Chile and Argentina fell 
between 0.07% and 0.3% against a dollar that 
held steady as traders moved to the sidelines 
ahead of this weekend's G20 summit when 

leaders of China and United States are to meet 
to discuss trade.  
U.S. President Donald Trump's decision on 
whether to impose a new round of tariffs on 
Chinese goods is contingent on the outcome 
of his meeting with Chinese President Xi 
Jinping, a senior Trump administration official 
said on Thursday. 

He added it was unlikely that the United States 
would agree to lift sanctions imposed on Chinese 

telecom equipment maker Huawei Technologies 

Co Ltd. 

Mexico's peso was 0.2% lower. The Bank of 

Mexico kept rates unchanged on Thursday, as 
expected, and said the balance of risks for 
growth has become more uncertain. 
Christian Lawrence, a senior market strategist at 
Rabobank, said that while there has been a 
gradual rise in dovish-ness over the last three 

meetings, this meeting's message has been the 
most dovish so far. 
"I would say that the door is now open for rate 
cuts," he said.  
"I personally don't think they are going to cut 
rates until the fourth quarter, but that will be 

dependent on the Fed decision in July. If the Fed 
says it's going to start an easing cycle 
immediately then Banxico may end up cutting 

rates sooner." 
The peso steepened losses slightly right after the 
central bank announcement, but moved back to 
levels before the rate decision. It later deepened 

losses as the session progressed. 
Mexican stocks slid 1.1% with shares of energy 
infrastructure firm IEnova declining the most, 
down 6.2%, on pipeline contract concerns. 
Brazil's real rose 0.5%, recovering from a week's 
low hit earlier in the session, on reassurances on 
economic growth and pension reforms. 

Brazil's economy should recover in the second 
quarter of this year, central bank president 
Roberto Campos Neto said, but he said it was 
contingent on the approval of pension reforms. 

The bank had slashed its 2019 economic growth 
forecast earlier in the day. 

On the pension reform front, special 
congressional pension coordinator Samuel 
Moreira said there is still time to vote on the 
reform this month, even after a committee 
meeting to decide on a final version of the bill 
before sending it to the lower house plenary was 
canceled on Thursday. 

Sao Paulo traded stocks cut losses to trade flat. 
Shares in Colombia rose 0.2%, while those in 
Argentina jumped 3% to hover near all-time 
highs.  
 
(Reporting by Susan Mathew in Bengaluru; editing by 
Grant McCool) 
(( susan.mathew@thomsonreuters.com ; +91-80-
6749-1130; Reuters Messaging: 
susan.mathew.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Argentina 

Argentina posts biggest fiscal surplus 

in eight years, peso rises  

21-Jun-2019 16:53:37 
By Jorge Otaola 

BUENOS AIRES, June 21 (Reuters) - Argentina's 

Treasury said on Friday that the country 
posted its biggest monthly primary fiscal 
surplus in eight years in May, helping bolster 
the local peso currency which rose over 1% in 
morning trading. 
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The South American country, which has been 

looking to trim public sector spending and shed 

heavy debt loads, had a primary fiscal surplus of 
25.97 billion pesos ($600 million) for May, which 
it said was the largest since 2011. 
In the same month a year earlier, it had a deficit 
of 7.8 billion pesos.  
Argentine President Mauricio Macri, vying for re-

election later this year, has instituted an 
austerity program to help meet goals included in 
a $57 billion deal with the International 
Monetary Fund (IMF) last year. 
The Treasury said in a commentary after the 
data was released that it marked a "major 
step" toward meeting its targets with the 
international lender. 

The IMF is currently carrying out its fourth 

review of Argentina's program. The body is 
expected to give its approval, which would 
unlock the latest tranche of funds amounting to 
around $5.5 billion. 
Argentina ran a primary fiscal surplus of 499 
million pesos in April and had a first-quarter 
surplus of 10.347 billion pesos. 

 
($1 = 43.2520 Argentine pesos) 
(Reporting by Jorge Otaola; Writing by Adam Jourdan; 
Editing by Chizu Nomiyama) 
(( adam.jourdan@thomsonreuters.com ; +54 
1155446882; Reuters Messaging: 
adam.jourdan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil sets 2022 inflation target at 

3.5%   

27-Jun-2019  
BRASILIA, June 27 (Reuters) - Brazil's top 

economic policy body on Thursday set its 
inflation target for 2022 at 3.5%, with a 

tolerance margin of 1.5 percentage points on 
either side.  

The National Monetary Council's target is in line 
with policymakers' view that inflation will 

gradually slow over the coming years. The 
targets for this year, next year and 2021 were 
kept at 4.25%, 4.00%, and 3.75%, respectively, 
all with a 1.5 percentage point margin of error. 

 
(Reporting by Mateus Maia 
Writing by Jamie McGeever; Editing by Lisa Shumaker) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile launches 12yr Green at MS+50   

25-Jun-2019  
LONDON, June 25 (IFR) -  
* Launched: EUR861m at MS+50. Allocs & 
pricing later today. (3:10pm) 

* Final guidance MS+50/+55 (wpir) for 
EUR861m size. Books subject. (2:17pm) 

* Guidance MS+60 area for up to EUR860m 
size. Global books subject at 2pm. (12:02pm) 
* IPTs MS+75 area, benchmark size, pricing 
today. Due 2 Jul 2031, pay 2 Jul, NY law, 
London listing, 100k/1k denoms. 3m par call. 

JPM is B&D. (9:13am) 
The Republic of Chile, rated A1/A+/A 
(Moody’s/S&P/Fitch), has mandated Credit 
Agricole CIB, J.P. Morgan, and Société 
Générale to lead a new EUR SEC Registered 

12-year benchmark size Green offering. The 
deal is expected to be launched in the near 
future, subject to market conditions. Relevant 
stabilisation (including FCA/ICMA) applies. (June 
24) 
 
(( julian.baker@thomsonreuters.com ; 020 7542 
7432) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico to raise bond issuance volumes 

in third quarter  

27-Jun-2019  
MEXICO CITY, June 27 (Reuters) - Mexico's 

finance ministry said on Thursday it would 
raise the issuance volume of bonds with 
maturities of 3 years, 5 years, 10 years, 20 
years and 30 years during the third quarter. 

Compared with the second quarter planning, 
average issuance volume for 3-year bonds would 

be raised by 800 million pesos, for 5-year bonds 
by 1.5 billion pesos, for 10-year bonds by 2 
billion pesos, for 20-year bonds by 1 billion 
pesos and for 30-year bonds by 1 billion pesos, 
the ministry said. 
 
(Reporting by Miguel Gutierrez and Dave Graham 
Editing by Chizu Nomiyama) 
(( dave.graham@thomsonreuters.com ; +52 1 55 
5282 7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Mexico raises massive 4-part Samurai  

27-Jun-2019  
TOKYO, June 27 (IFR) - The United Mexican 

States has raised a massive ¥165bn 
(US$1.53bn) from a well-oversubscribed four-
tranche Samurai bond offering. 

The deal comprises a ¥65.5bn 0.62% three-
year, a ¥41.2bn 0.83% five-year, a ¥27.3bn 
1.05% seven-year, and a ¥31bn 1.30% 10-year. 
The spreads over yen offer-side swaps are 68bp, 
88bp, 105bp, and 120bp. 

Investors found the deal attractive for its 

absolute yield levels and relative values, as JGBs 
with up to 13 years remaining to maturity are 
now trading at negative yields. The bonds also 
have roughly 20bp of premiums over the issuer's 
US dollar curve, according to a banker on the 
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deal.  

A wide variety of investors participated, with 

large orders coming from big investors both at 
home and abroad. The issuer saw the books 
build up to more than ¥220bn. 
Some bankers away said they had not 
anticipated such a large transaction, but the deal 
went well despite the recent downgrades by 

Fitch on both the issuer and state-owned oil 
company Pemex. Earlier this month, the rating 

agency downgraded Mexico to BBB from BBB+ 
and cut Pemex to junk status of BB+ from 
BBB–. Pemex is known to Japanese investors 
as it sold ¥80bn of 10-year Samurai bonds 
with a guarantee from Japan Bank for 
International Cooperation three years ago.  

The issuer is recognised among Japanese 

investors as a frequent borrower in the Samurai 
market. It raised ¥135bn in 2016 and another 
¥135bn last year. It has ¥246.7bn of 
outstanding bonds maturing this year – ¥45.9bn 
on June 14, ¥33.8bn on July 24, ¥17bn on 
August 8, and ¥150bn on December 20, 
according to Refinitiv data. 
The new deal also provides fresh evidence of 
the popularity of sovereign bonds among 
Japanese investors. In May, Indonesia printed 
¥177bn of Samurai bonds in five tranches. 

However, the issuer was unable to add a 20-
year tranche. Its three previous deals had a 
tranche of that maturity, and it also marketed 
one this time as well, but it eventually dropped it 

as it failed to draw sufficient demand.  
Mizuho, Nomura and SMBC Nikko are the lead 
managers on the deal rated A3 by Moody's and 
A– by JCR.  
 
(Reporting by Takahiro Okamoto; Editing by David 
Holland) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela 

Venezuelan recoveries to be low and 

slow says Guaido adviser  

27-Jun-2019  
By Christopher Spink 
LONDON, June 27 (IFR) - Holders of defaulted 

bonds issued by Venezuela and state oil 
producer PDVSA can expect a long wait before 
receiving any recoveries even after any 
change in the country’s regime, according to 
sovereign debt legal expert Lee Buchheit, who 
is advising opposition leader Juan Guaido. 

Buchheit was appointed strategic adviser last 
month to Guaido’s government-in-waiting, which 
has been recognised by most Western nations as 
the legitimate holder of power in Venezuela 
rather than incumbent president Nicolas Maduro. 

Before retiring at the end of March, Buchheit had 
spent his career at law firm Cleary Gottlieb 

advising sovereigns, such as Greece, Argentina, 
Iraq and Iceland, on restructuring their debts. 
Speaking at a conference in London on Tuesday 

organised by Imperial College, Buchheit said the 

unique circumstances facing any government in 

Venezuela that eventually succeeds Maduro will 
delay an assessment of its financial 
circumstances and reduce potential recoveries to 
bondholders. 
A lot of the uncertainty stems from the 
International Monetary Fund not having formally 

visited the country since 2004.  
“Uniquely, the IMF will have no idea of the 
economy and that will affect the timing,” said 
Buchheit. “It will take six to 12 months for the 
IMF to get a handle on things.” 

He said the immediate priority of any incoming 
government will be to alleviate suffering among 
the undernourished population, bringing in food, 

aid and medical supplies after years of shortages 

exacerbated by an economic crisis that has seen 
annual inflation surge above 1,000,000%. 
He estimated that US$10bn-$15bn will be 
required to cope with the humanitarian crisis. A 
further delay before receiving any additional 
official sector support might be expected as 

Guaido has said he will call an election within six 
to 12 months of taking power. 
“Official sector creditors do not like lending into 
interim governments in case their successors 
change policy,” said Buchheit. 
When the IMF analyses Venezuela’s economic 
prospects, it is likely to be conservative in its 

forecasts, said Buchheit. “That will inform its 
debt sustainability analysis,” he said, which in 
turn determines how much debt relief the 
country should seek from creditors. 

Even then, obtaining the necessary haircuts 
from lenders will prove arduous.  
“Venezuela has an extremely diverse debt 
stock, compared to, say, Argentina, where it 
was mainly bonds. Now there are unpaid 
suppliers and arbitration judgment claimants 

as well. This makes it ripe for inter-creditor 
rivalry,” said Buchheit. 

Venezuela is also in a weaker position than 
Argentina since its main export is oil into the US, 
making it likely for those who hold out from any 
restructuring deal to seize assets as 
compensation for their claims. 

Holdouts from Argentina’s 2001 and 2005 

restructuring offers were unable to attach assets 
in this way but did eventually settle with the 
government in 2016 after president Mauricio 
Macri, advised by Buchheit, took power. 
Buchheit said the success of the Argentine 
holdouts’ strategy “cast a deep shadow” and 
meant a large group of creditors was likely to 

holdout from any Venezuelan offer. 
He also said that US sanctions that prevented 
trading in Venezuela and PDVSA’s bonds would 
complicate any restructuring offer. 
“Normally, there will be market churn ahead 
of a restructuring, with some holders selling 
to debt funds. This is normally good for a 
restructurer, as it is easier to get someone to 

accept it if their purchase price is, say, 20 
cents in the dollar,” he said. 

But with no trading taking place, it is hard to set 
a price at which a restructuring might “bite” and 
some holders may want to hang out for a full 
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repayment. Buchheit said the offer might include 

value recovery instruments linked to the price of 

oil and the country’s output. 
Negotiations might happen during next year’s 
US presidential campaign as well, which might 
complicate the situation.  
“The vote in Florida will be vital,” said Buchheit, 
noting that many Venezuelans who had fled 

their country had resettled in the swing state. 
 
(Reporting by Christopher Spink, editing by Ian 
Edmondson, Philip Wright) 
(( chris.spink@thomsonreuters.com ; +44 20 7542 
3814; Reuters Messaging: 
chris.spink.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 
 
 

Egypt 

Egypt aims to tap debt markets for up 

to $7 bln in new financial year  

25-Jun-2019  
By Tom Arnold 
LONDON, June 25 (Reuters) - Egypt will tap 

debt markets for between $4 billion and $7 

billion in the coming financial year starting in 
July and is in talks with the IMF about a non-
financial deal to help entice investors, its 
finance minister said on Tuesday. 

The country was considering all options for debt 
instruments, including sukuk, green bonds and 
Asian currency bonds, Finance Minister 
Mohamed Maait told Reuters on the sidelines of 

an investment conference at Bloomberg in 
London.  
“This time last year I said we would go for 
between $4 to $7 billion and eventually we went 
for $6.2 billion," he said. "Let me repeat what I 
said last year: between $4-7 billion (for this 
coming financial year). It depends on market 

conditions, demand and whether we can 
diversify to other instruments as we are hoping 

for green bonds, sukuk.” 
The Egyptian parliament on Monday approved 
the government's budget for the coming 
2019/2020 financial year, targeting a 7.2% 
deficit for the year and 6% GDP growth. 

Now that the budget was approved, Egypt will 

start talks with banks in the first quarter from 
July to September about a potential bond issue, 
Maait said, adding that the period from 
November to February was the normal time for 
any issuance. 
Depending on financial conditions, the country 
could also consider tapping finance from other 

sources, including the World Bank, African 
Development Bank, European Bank for 

Reconstruction and Development and European 
governments such as France and Germany, he 
added. 
“In the Middle East, development partners 
find Egypt as somewhere to go for as other 

places have problems. Egypt needs funding 
for infrastructure and the development 

partners have the money,” Maait said. 

Egypt signed a three-year, $12 billion loan 
programme with the IMF in late 2016, seeking to 
attract back international investors who pulled 
out after an uprising in 2011. 
Maait said the government was in talks with the 
IMF about a new non-financial programme that 

could last around two years with a plan to reach 
a deal by October. “It would give comfort to 
international investors and international 
institutions." 
 
(Additional reporting by Patrick Werr in Cairo 
Editing by Mark Heinrich) 
(( Tom.Arnold@thomsonreuters.com ; Reuters 
Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa records FDI, portfolio 

investment inflows in Q1  

27-Jun-2019  
PRETORIA, June 27 (Reuters) - South Africa 

saw foreign direct investment inflows in the 
first three months of this year versus outflows 
in the previous quarter as private domestic 
firms received funding from foreign parent 
companies, the central bank said on Thursday. 

South Africa relies heavily on foreign money to 

cover its large budget and current account 
deficits.  
The economy nosedived 3.2% in the first 
quarter, its worst economic contraction in a 
decade, another sign that President Cyril 
Ramaphosa's growth drive is struggling to gain 
traction.  

Despite the GDP contraction, FDI inflows totalled 
11.7 billion rand ($825.33 million) in the first 
quarter, against outflows of 8.2 billion in the 
previous three months, the South African 
Reserve Bank (SARB) said.  
The country also registered portfolio 
investment inflows of 29.2 billion rand from 

January to March from outflows of 33.9 billion 
rand in the prior quarter as foreigners' 
acquisitions of domestic debt securities 
exceeded net sales of local equities, the SARB 
said. 

Investor confidence in Africa's most 
industrialised economy remains fragile, despite 
Ramaphosa's pledges to woo investment, create 
jobs and root out rampant corruption. 

SARB data showed that South Africa's business 
cycle has been in a downward phase since 
December 2013, its longest downswing since 
1946. 

 
($1 = 14.1762 rand) 
(Reporting by Olivia Kumwenda-Mtambo; Editing by 
Jan Harvey) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
595 2817; Reuters Messaging: 

mailto:Publicdebtnet.dt@tesoro.it
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olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

 

Era of low sovereign yields to last at 

least two more years  

28-Jun-2019  
By Hari Kishan 
BENGALURU, June 28 (Reuters) - The era of low 

sovereign bond yields is not over and any 
significant pick-up is at least two years away, 
according to fixed-income strategists in a 
Reuters poll who are finally shifting away 
from predictions of higher yields. 

A move towards more easing by most major 
central banks and an escalation in the U.S.-
China trade war have pushed yields to new lows. 
The U.S. Treasury yield curve has also inverted, 

a market event previously a precursor to almost 
all U.S. recessions since the Second World War. 
With global growth weakening, inflation not 
expected to reach or breach central banks' 
targets and no clarity on how trade conflicts will 
play out, major sovereign bond yields were 
forecast to trade significantly lower than 

predicted three months ago. 
A majority of the more than 70 analysts 
questioned in the June 20-27 poll also said the 

risk to those new expectations were skewed 
more to the downside. 
"Economic growth in developed economies will 

remain around 1 to 2% over the next decade 
and inflation will be restrained on the upside. 
That low-growth, low-inflation regime requires 
low policy rates and low sovereign bond yields," 
said James Orlando, senior economist at TD 
Securities. 
Among analysts who answered a separate 

question on how long the current low-yield era 
will last, 29 of 39 said over two years, including 
four respondents who said over 10 years and 
one who said "forever".  

The remaining 10 analysts said less than two 
years. 
That view is underscored by expectations the 

U.S. Federal Reserve, on a steady tightening 
mode until late last year, will cut interest rates 
in coming months.  
Over 60% of analysts who answered an 
additional question forecast a Fed rate cut in 
July, most likely by 25 basis points. 

"It is very rare that the beginning of the Fed 
cutting cycle is this low in yields. That is just not 
how financial markets operate," said Guy LeBas, 
chief fixed income strategist at Janney 
Montgomery Scott. 
"Moreover... all these rate cut fears and the rally 

at the long end of the U.S. curve is on the back 

of okay economic data. So I doubt if this is the 
low. I think 12 to 18 months from now, yields 
will be slightly comparable or lower." 
Market strategists have been wrong-footed by 

a significant margin over the past several 
years in predicting higher bond yields, which 

have not materialized for almost a decade. 

They have shifted away from that conventional 
view and are now forecasting subdued yields 
over the next 12 months. 
While there is hope of a trade war truce between 
the U.S. and China at this week's G20 meeting, 
the ongoing conflict is being blamed for slowing 

international growth and adding pressure on 
central banks to adopt looser policies. 
After dropping below 2.0% on Tuesday to levels 
last seen in November 2016, U.S. 10-year 
Treasury note yields rose slightly to a touch 
above 2.0%.  
While they are now forecast to rise to 2.20% in 

a year, that is the lowest since a survey almost 

three years ago and far lower than the 2.8% 
predicted in the March poll. 
As major central banks are expected to loosen 
policy to fight economic slowdown, more 
investors will likely flock into the safety of 
liquid and low-risk government debt, keeping 
yields depressed and returns elusive. 

German 10-year bond yields fell to a lifetime low 

of -0.336% this week and were at -0.303% on 
Thursday. While they are forecast to climb to 
about 0.10% in a year, that was the lowest 
prediction since Reuters started polling on it 
over 17 years ago. 
"What's going on in Europe ... is driven by a 

central bank that has promised to keep 

overnight rates at zero or below forever," said 
Janney Montgomery Scott's LeBas. 
"Although the prospects of deeply negative 
interest rates is somewhat befuddling, it does 
seem to be the base case in Europe at least." 
 
(Polling by Sarmista Sen and Hari Kishan 
Editing by Jonathan Cable and John Stonestreet) 
(( hari.kishan@thomsonreuters.com ; 91 80 
67496546) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Global Markets-Asian shares falter as 

Trump-Xi trade jitters build  

28-Jun-2019  
• MSCI Asia ex-Japan drops 0.26%; 
Nikkei off 0.55% 
• Gold surges on trade uncertainty, 
weak dollar 
• U.S. Treasury yields remain near 
recent lows 

By Andrew Galbraith 
SHANGHAI, June 28 (Reuters) - Asian shares 

stumbled on Friday amid rising doubts that a 
highly anticipated meeting between U.S. 
President Donald Trump and Chinese 
President Xi Jinping this weekend could lead 
to an easing of trade tensions. 

Uncertainty over whether the talks will produce 

progress in ending the year-long trade war 
between the world's two largest economies 
comes amid signs of rising risks to global 

growth.  
"I'm not sure the Americans can deliver what the 
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Chinese want and the Chinese don't want to 

deliver what the Americans want," said Greg 

McKenna, strategist at McKenna Macro, adding 
that he sees an "extend and pretend" outcome, 
in which Chinese and U.S. officials agree to 
continue talks, as the most likely outcome of the 
weekend meeting.  
Regardless of the outcome, McKenna said, "we 

will not be in a holding pattern on Monday 
morning." 
MSCI's broadest index of Asia-Pacific shares 
outside Japan fell 0.3%, with weakness in 
Chinese equities weighing on the broader region. 
Japan's Nikkei stock index was 0.55% lower. 

White House economic adviser Larry Kudlow said 
Thursday that Trump has agreed to no 
preconditions for the meeting, set to take place 

on Saturday at the G20 summit in Japan, and is 
maintaining his threat to impose new tariffs on 
Chinese goods.  
Kudlow also dismissed a Wall Street Journal 

report that China was insisting on lifting 
sanctions on Chinese telecom equipment giant 
Huawei Technologies Co Ltd as part of a trade 
deal and that the Trump administration had 
tentatively agreed to delay new tariffs on 
Chinese goods. 
On Thursday, China's central bank pledged to 

support a slowing economy as global risks 
rise, ahead of the release of data that is 
expected to show China's factory activity 
shrank for a second consecutive month in 
June. 

Chinese blue chips fell 0.49% on Friday and 
Hong Kong's Hang Seng lost 0.59%. Australian 
shares were off 0.3%. 
The losses followed gains in global equity 

markets overnight. But U.S S&P 500 e-mini 
stock futures wavered on Friday, trimming early 
gains to trade flat. 
"Central expectations for the G20 meeting 
between Trump and Xi are that negotiations will 
resume, additional U.S. tariffs will be delayed, 
China will buy more U.S. goods and talks over 

tech-trade will gain renewed focus," analysts at 
ANZ said in a morning note. 
"However, as the difficulty of resolving economic 

aspirations between the two countries is 
herculean, markets remain cautious."  
Seema Shah, global investment strategist at 

Principal Global Investors, said even if signs of 
progress emerge on trade, investors would 
quickly move on to U.S. interest rate policy. 
"As the equity market is now fully pricing in a 
50 basis point cut, market disappointment 
could be significant ... And if the Fed follows 
through with a cut despite a brighter trade 
outlook? Beyond the knee-jerk euphoria, 
expect minimal market reaction – this last 
scenario is exactly what the market is already 

expecting," she said in a note. 

On Thursday, the S&P 500 rose 0.38% and the 

Nasdaq Composite added 0.73%. The Dow Jones 
Industrial Average eased 0.04%, dragged down 
by losses in Boeing Co shares following a 
Reuters report that the U.S. Federal Aviation 
Administration identified a new safety risk in the 

plane maker's grounded 737 MAX aircraft.  

Highlighting mixed market views on the outlook 

for the weekend's Sino-U.S. talks, yields on 
benchmark 10-year Treasury notes rose to 
2.0123%, compared with a U.S. close of 2.005% 
on Thursday, despite the reversal in equities. 
The two-year yield was flat at 1.7409%, close to 
recent lows, reflecting near certainty that the 

Federal Reserve will cut benchmark interest 
rates in July. 
The dollar was 0.19% lower against the safe-
haven yen at 107.57, while the euro was flat, 
buying $1.1368. 
The dollar index, which tracks the greenback 

against a basket of six major rivals, was also 
virtually flat at 96.197 after hitting three-month 
lows earlier this week. 

In commodity markets, trade worries continued 
to weigh on oil, with U.S. crude losing 0.57% to 
$59.09 a barrel and global benchmark Brent 
crude down 0.56% to $66.18 per barrel.  

The weak dollar and uncertainty over global 
trade saw gold rebound after dipping below 
$1,400 per ounce on Thursday. Spot gold was 
last traded at $1,420.35 per ounce, up 0.79%.  
 
(Reporting by Andrew Galbraith; Additional reporting 
by Stephen Culp in NEW YORK 
Editing by Shri Navaratnam & Kim Coghill) 
(( Andrew.Galbraith@tr.com ; +86 21 2083 0079; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
To read Reuters Markets and Finance news, click on  
https://www.reuters.com/finance/markets For the 

state of play of Asian stock markets please click on: 
0#.INDEXA  
(c) Copyright Thomson Reuters 2019. 
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