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ASIA 
 

China 

China's foreign debt rises 7.5 pct in Q3 

to $1.68 trln  

28-Dec-2017  
•Outstanding foreign debt at $1.68 trln at 
end-Sept -SAFE 

•Q3 debt growth slows to 7.5 pct from 8.7 pct 
in Q2 

BEIJING, Dec 28 (Reuters) - China's 

outstanding foreign debt rose 7.5 percent in 
the third quarter to $1.68 trillion, the foreign 
exchange regulator said on Thursday, slowing 
from a 8.7 percent rise in the second quarter. 

The rise in foreign debt was mainly driven by 

debt securities, as more foreign institutions 

entered China's debt market, and also by trade 
credit and pre-payments, the State 
Administration of Foreign Exchange (SAFE) said. 
"Demand for cross-border financing in the real 
economy has been gradually rising as the two-
way fluctuations of the yuan exchange rate 
increase significantly while the exchange rate is 

expected to be generally stable," it said. 
Some analysts believe China's capital controls 
may have forced firms to roll over their dollar 
debt, and Chinese authorities may encourage 
more dollar borrowings to shore up the yuan. 

Outstanding short-term foreign debt stood at 
$1.09 trillion at the end of September, 

accounting for 65 percent of total debt, the 

regulator said. 
Yuan-denominated foreign debt made up for 33 
percent of total foreign debt at the end of 
September, it added. 
 
(Reporting by Beijing Monitoring Desk and Kevin Yao; 
Editing by Richard Borsuk) 
(( fang.cheng@thomsonreuters.com ; 8610-
66271024; )) 
 
 

China vows to control local govt debt 

risks  

29-Dec-2017  
SHANGHAI, Dec 29 (Reuters) - China will 

continue to focus on reducing risks from local 

government debt in 2018, the finance ministry 
said. 

The Ministry of Finance will crack down on illegal 

financing guarantees, and also curb activities 

designed to "disguise" new loans as government 
investment funds or public private partnerships, 
it said in a notice on its website late on 
Thursday. 
Following a work meeting, the ministry also said 

it would work to ensure that financial resources 
are allocated optimally in order to promote 

supply-side reforms, alleviate poverty, curb 
pollution and provide support to major 
government programmes like the Belt and Road 
initiative. 
Alarmed by rising local government debt 
levels, China's authorities have stepped up 
reduce leveraging and cracked down on 
reckless borrowing. The finance ministry has 

also punished local officials for providing 
illegal debt financing guarantees.  

But a central bank official said earlier this week 
that local governments should be allowed to 
take more responsibility when it comes to raising 

finances and handling debt.  
 
(Reporting by David Stanway; Editing by Kim Coghill) 

(( david.stanway@thomsonreuters.com ; +86 21 6104 
1799; Reuters Messaging: 
david.stanway.thomsonreuters.com@reuters.net )) 
 
 

India 

India's likely purchase of $23.2 billion 

US treasuries second highest in a year  

27-Dec-2017  

MUMBAI: India is likely to have made its 

second-highest annual investments in US 
Treasuries in 2017, with the Mint Street 
buying dollars through the year to prevent the 
rupee from appreciating to levels that could 
potentially have hurt the country's export 

competitiveness. 

The Reserve Bank of India's (RBI) holdings of US 
Treasury bonds have increased by $23.2 billion 
this year until October, marking the second 
highest annual investment in the instruments. 
The central bank purchased $33.8 billion in 
2015, show data from Bloomberg. 
"The record in forex reserves has triggered a 

spurt in UST investments, " said Sujan Hajra, 

chief economist at Anand Rathi Financial 
Services. "The authorities would not like any 
sharp rise in the rupee's value and will continue 
to intervene in the forex market. This will further 
help shore up dollar reserves, which in turn may 

lead to more investment in US Treasuries." 
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It touched a record high at $145 billion in 

September, but fell a bit to $141.4 in October. 

India's forex reserves rose to more than $400 
billion amid steady dollar flows. The central bank 
intervenes in the currency market either through 
buying or selling of dollars, a move aimed at 
curbing intra-day volatility. 
The RBI is said to be buying dollars to check any 

sharp rise in the rupee's value as the local unit 
has gained about 5.50% this year. 
"US Treasuries are a safe investment bet and 
considered a globally liquid investment 
product, " said Srinath Sridharan, a member 
of the US-India Strategic Partnership Forum. 
He is also a member of the group 
management council at Wadhawan Global 
Capital. 

"With increasing policy engagement and trade 
association between the US and India, the 
RBI's investment in US Treasuries is likely to 
increase in the coming years. India is also 
seen as an important partner-market for the 
US, " Sridharan said. 

With Indian investments at a record high in US 
treasuries, the returns for the RBI could fall as 
policy rates are set to climb in the US, leading to 
a decline in bond prices. "There could be some 

notional losses with rising UST yields, but the 
objective of such investment is primarily safety 
and liquidity, " Hajra said. 
In the past one month, US benchmark yields 
shot up about 15 basis points to 2.48 per cent. 

 
For Reprint Rights: timescontent.com 
Copyright (c) 2016 BENNETT,COLEMAN &amp; 
CO.LTD. 
 
 

Indian benchmark bond slumps as 

higher borrowing raises inflation 

concerns  

28-Dec-2017  
•Benchmark 10-yr bond yield rises as much as 
13 bps 
•Yield hits highest since early July 2016 
•India announces higher-than-expected 
additional mkt borrowing 
•Borrowing raises inflation, fiscal deficit fears 

By Swati Bhat 

MUMBAI, Dec 28 (Reuters) - India's benchmark 

10-year bond slumped to a nearly 18-month 
low on Thursday, sending its yield up as much 
as 17 basis points, after the government 
flagged additional borrowing for the year 
ending in March that far exceed market 
expectations. 

It's no surprise there would be extra borrowing 
in the last three months of the fiscal year, as tax 
collection plunged after the launch of the 

national Goods and Services Tax (GST) in July. 
But India's announcement it would borrow an 
additional 500 billion rupees ($7.79 billion) was 

well above the 250-300 billion rupees most 
traders expected.  
The government now faces a steep challenge as 

it tries to offset the sharp shortfall in tax 
revenue at a time when it is seeking to bolster 

an economy that's only just started to recover 

after a five-quarter slide. 
The government will need to determine how 
much to widen the deficit, currently set at 3.2 
percent of gross domestic product, with 
traders having pencilled in 3.5 percent. 

Anything wider than that could further spook 
investors as they worry the inflationary impulse 
from additional fiscal impulse could prompt the 

central bank to raise interest rates. 
"The market is nervous. No one was expecting 
an additional 500 billion rupees worth of 
borrowing," said Harish Agarwal, a fixed income 
trader in Mumbai for First Rand Bank. 
The benchmark 10-year bond yield was up 15 
basis points at 7.37 percent by 0752 GMT, after 

rising to 7.39 percent, its highest level since 

early July 2016. 
However, Indian shares and the rupee were 
broadly flat.  
GROWTH VS INFLATION 
Although India's GDP grew 6.3 percent in 
July-September, its fastest pace in three 
quarters, Prime Minister Narendra Modi's 

government is hoping for stronger growth as 
it vies for re-election in 2019, raising 
concerns of increased spending. 

However, Modi's government also wants to 
maintain its standing with investors and burnish 
its fiscal credentials, having just a few weeks 
ago earned a sovereign ratings upgrade from 
Moody's Investors Service.  

Policy makers would also be mindful of an 
acceleration in annual inflation, which spiked to 
a 15-month high of 4.88 percent in November, 
due to higher food and commodity prices.  
The Reserve Bank of India took advantage of a 
period of extraordinary low inflation to cut rates 
by 200 bps between January 2015 and August 

2017.  
But the 10-year bond yield has risen more than 
90 bps since that last cut in early August, as 
investors have started pricing in the prospect of 
rate hikes. 
Early this month, the RBI kept its policy rate 

steady at 6.00 percent, and for now, analysts 
said they still expect the central bank to hold 

rates again at its next meeting in early February.  
Much of what happens next will hinge on how 
the government manages its fiscal deficit, 
with a key test looming as it prepares to 
unveil the annual budget for the next year 
around the same time. 

"Going ahead, we continue to believe that India 

rates look set to remain on the upside in fiscal 
year 2018/19. The floor will be set with the end 
of RBI's rate-cut cycle and expectations of a 
possible start to a rate-hike cycle," Kotak wrote 
in a note. 
 
(Reporting by Swati Bhat; Editing by Rafael Nam & 
Shri Navaratnam) 
(( swati.bhat@thomsonreuters.com ; 

twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net )) 
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10-year bond yield hits 17-month high 

on govt borrowing plan  

29-Dec-2017  
MUMBAI, Dec. 29 -- The benchmark 10-year 

government bond yield rose the most in more 
than 11 months on Thursday after the 
government said it would borrow an 
additional Rs 50,000 crore via bonds to fund 
its fiscal deficit. 

The 10-year bond yield rose 17.70 basis points 
to 7.396%-a level last seen on July 4, 2016- 
from its Wednesday's close of 7.219%. It 
opened at 7.250% and touched a high of 

7.399%. So far this year, the bond yield has 
surged over 88 basis points. Thursday's rise was 
the biggest jump since February 8. 

Bond prices and yields move in opposite 
direction. Rising yields will increase the 
government's borrowing costs. 
The government announced the additional 

borrowing plan on Wednesday after the goods 
and services tax (GST) data for December 
showed a slide in revenue receipts. The 
expanded market borrowing programme, 
analysts say, signals that the government may 
breach its fiscal deficit target of 3.2% of gross 
domestic product (GDP). 

This may force finance minister Arun Jaitley to 
recalibrate his fiscal consolidation roadmap of 
achieving capping the fiscal deficit at 3% of GDP 

by 2018-19. 
GST collection in December, on transactions 
done in November, fell further to Rs 80,808 

crore from Rs 83,346 crore in November, 
according to official data released on Tuesday. 
The government has taken approval from 
Parliament for extra spending of Rs 33,380 
crore. 
"Rise in market borrowings is coming at a time 
when appetite from investors has lessened and 

other factors have turned wobbly, especially 
global yields. Now investors will be more 
concerned about next year's supply," said 
Soumyajit Niyogi, associate director, India 
Ratings and Research Pvt. Ltd. 

Securities house firm Kotak Institutional Equities 
has Dec 28, 2017 revised its fourth quarter 2018 

range for the 10-year bond yield to 7.15-7.40% 
from 6.9-7.1% earlier. 
Traders are already concerned by a surge in 
international crude oil prices, which may lead to 
higher inflation and may give less space to the 
RBI to cut rates. 

Meanwhile, the rupee closed marginally higher 
against the dollar. The rupee opened at 64.13 
and touched a high and a low of 64.07 and 
64.27 respectively. The home currency closed at 
64.08 a dollar, up 0.12% from its previous close 
of 64.16. 

 
Published by HT Digital Content Services with 
permission from Hindustan Times. For any query with 
respect to this article or any other content 
requirement, please contact Editor at 
content.services@htlive.com 

Copyright (c) 2017 HT Digital streams Ltd 
 
 

India's April-Nov fiscal deficit hits 112 

pct of full-year target  

29-Dec-2017  
NEW DELHI, Dec 29 (Reuters) - India reported 

a fiscal deficit of 6.12 trillion rupees ($95.77 
billion) for April-November, or 112 percent of 
the budgeted target for the current fiscal year 
that ends in March. 

Net tax receipts in the first eight months of 
2017/18 fiscal year were 6.99 trillion rupees 
($109.39 billion), government data showed on 
Friday.  

On Wednesday, the finance ministry said it 
would borrow an additional 500 billion rupees 

($7.82 billion) this fiscal year that could lead to 
it breaching its fiscal deficit target of 3.2 percent 
of gross domestic product.  
 
($1 = 63.9250 Indian rupees) 
(Reporting by Manoj Kumar; Editing by Biju 
Dwarakanath) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 

manoj.kumar.thomsonreuters.com@reuters.net )) 
 
 

Palestine 

International investment position and 

External Debt statistics, Third Quarter 

2017 

24-Dec-2017  
Palestinian Central Bureau of Statistics (PCBS) 
and the Palestine Monetary Authority (PMA)  
Results Announcement  

International Investment Position & External 
Debt - Third Quarter 2017  
The Palestinian Central Bureau of Statistics 
(PCBS) and the Palestine Monetary Authority 
(PMA) announced the preliminary results of 
the International Investment Position (IIP), 
and External Debt statistics for Palestine as of 
end of third quarter 2017.  

The primary results of the IIP (external assets - 

foreign liabilities) for Palestine at the end of 
third quarter 2017 revealed that the net IIP 
amounted to about USD 1,195 million, which 
means that the Palestinian economy 's 
investments outside Palestine outweighs 
investments in Palestine from abroad. The 
resident cash deposits in foreign banks and 

foreign exchange in the Palestinian economy 
accounted for the bulk of the external assets, 
constituting 62.5% of the total value of external 
assets.  
The total stocks of External Assets for Palestine 
amounted to USD 6,350 million, the Foreign 

Direct Investment Abroad contributed to 6.2%, 
Portfolio Investments abroad reached 17. 8 %, 
while Other Foreign Investments Abroad (mainly 
currency and deposits) reached 96 % and 
Reserve Assets amounted to 7%. at sectoral 
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level, the external investments of banks sector 

represented a large share of the external assets, 

standing at 72.9% of the total value of external 
assets.  
The total stocks of Foreign Liabilities in Palestine 
(Stocks of non-residents invested in Palestine) 
amounted to USD 5,155 million, the Foreign 
Direct Investment in Palestine contributed to 

51.1%, Portfolio Investments in Palestine 
reached 13.9% and Other Investments in 
Palestine (mainly loans and deposits from 
abroad) amounted to 35%. According to sectoral 
level, the foreign investments in banks sector 
contributed a major value in the foreign 

liabilities, represented by 37.9% of the total 
value of foreign liabilities on Palestinian 
economy.  
The Gross External Debt on different sectors 
of the Palestinian economy reached USD 
1,809 million, the debt on government sector 
represented 57.2%, while debt on banks 
sector reached 38.6%, and debt on other 
sectors (Nonbank financial corporations, non-
financial corporations, NGOs and household 

sector) amounted to 3.9%, and the lending 
between affiliated companies reached 0.3%.  

The International Investment Position (IIP) is an 
accounting sheet that records the investments 
stocks for the residents in Palestine (individuals, 
institutions and government) invested in the rest 
of the world (abroad) under the name of 
(assets), and compares them to the investments 

stocks owned by residents outside Palestine 
(individuals, institutions and government) 
invested in Palestine under the name of 
(liabilities).  
The Balance of Payments Manual - fifth edition, 
issued by the International Monetary Fund in 

1993, divides the assets and liabilities into direct 
investment (investment by 10% and more in the 
non-resident capital), and portfolio investment 
(investment less than 10% in the non-resident 
capital as well as investment in bonds ), and 
other investments. It divides these other 
investments into stocks of trade credit, loans, 

currency and deposits and any other assets or 
liabilities), in addition to the Reserve Assets, i.e. 

Stocks held by the Central Banks/ Monetary 
Authorities to address the imbalances in the 
balance of payments, it is worth mentioning that 
the reserve assets are only included in the asset 
side.  
The External Debt is an accounting sheet that 
records the debt stocks on Palestinian 
economic sectors due to non-residents. These 
include (loans from non-residents, the 
deposits of the non-residents deposited in the 
banks sector in Palestine, the Palestinian 
bonds purchased by non-residents, debt 
transactions between the non-resident 
enterprises and fellow enterprises in 

Palestine. They encompass as well any other 

liabilities on Palestinian economy) the data of 
external debt have been extracted from the 
liabilities side in the international investment 
position matrix (debt items). Preparing, 
classifying and publishing of the data are based 

on (External Debt Statistics Manual) issued by 

IMF in 2003, this manual is harmonized with 5 

th edition of Balance of Payments and 
International Investment Position Manual  
 
PCBS - Palestinian Central Bureau of Statistics 
published this content on 24 December 2017 and is 
solely responsible for the information contained herein. 
Public permalink  
(C) Copyright 2017 - PCBS - Palestinian Central 
Bureau of Statistics 
 
 

South Korea 

South Korea sees economic growth 

slowing in 2018 on slowing 

investment, shrinking workforce  

27-Dec-2017  
SEOUL, Dec 27 (Reuters) - South Korea’s 

government said on Wednesday it expects the 
economic recovery to continue in 2018 but 
sees growth at a slightly slower pace than this 
year as moderating investment and a 
shrinking workforce weigh on the economy. 

The government projected economic growth of 
about 3 percent in 2018, slightly below its 3.2 
percent estimate for this year, the fastest since 
the 3.3 percent expansion seen in 2014. 
The finance ministry's latest outlook for next 
year, published on Wednesday, is unchanged 

from its earlier projections made in July, and sits 

slightly above the Bank of Korea's 2.9 percent. 
Asia's fourth largest economy is wrapping up 
this year on a firm note, as exports are expected 
to rise for a 14th straight month in December on 
strong global demand for South Korean memory 
chips and as business gains in confidence.  
However, South Koreans hold record debt 

while the nation's workforce is shrinking, 
which could hurt spending in 2018 as interest 
rates rise.  

"Growth momentum will continue (next year)," 
the ministry said in a statement. "In the second 
half, price growth of semiconductors will wane 
while facility investments could slow, weakening 

domestic recovery momentum." 

The ministry expects exports growth to 
moderate to 4 percent in 2018 from an 
estimated 15.8 percent expansion this year, 
while facility investment will grow at a slower 
3.3 percent after soaring 14.1 percent this year.  
The government also sees shrinking of the 
working age population, which accounted for 

72.9 percent of the total population in 2016, to 
accelerate in 2018 at a much faster rate than 
those of Japan and the United States. 
"The world's fastest aging population will slow 
growth and act as a burden in macroeconomic 
policies," the ministry said. 
Addressing income inequality and job creation 

will top President Moon Jae-in's economic 
policies in 2018, as he seeks to generate growth 
more from household spending and less from 
exports. 
To help sustain growth, the ministry will front-

mailto:Publicdebtnet.dt@tesoro.it


 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  6 

load 58 percent of next year's fiscal spending 

into the first half of the year. It will also increase 

public housing, subsidies for university tuition 
fees and enforce the new minimum wages.  
South Korea is raising its minimum wage by 16 
percent to 7,530 won ($7.01) per hour in 2018, 
the biggest jump in nearly two decade, affecting 
nearly one in four South Korean workers.  

 
($1 = 1,074.9000 won) 
(Reporting by Cynthia Kim; Editing by Sam Holmes) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5655; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
 
 

Thailand 

Thai monetary policy can remain 

accommodative despite higher U.S. 

rates 

23-Dec-2017  

CHIANG MAI, Thailand, Dec 23 (Reuters) - 
Thailand's central bank can continue its 
accommodative monetary policy to aid the 
country's economic recovery, although the 
U.S. Federal Reserve keeps raising its interest 
rates, the central bank governor said on 
Saturday. 

"Thailand's monetary policy still needs to be 
conducive to the economic recovery," Bank of 

Thailand Governor Veerathai Santiprabhob told 

reporters. 
Growth has yet to be sustained and broad-based 
while there is no concern about inflationary 
pressure, he added. 
The central bank is not worried about capital 
outflows in the wake of higher U.S. interest 
rates as Thailand's external position remains 
strong with high foreign reserves. 

However, the BOT will still have to monitor the 
pace of inflation and rate increases in major 
countries, Veerathai said. 
The central bank forecast headline inflation of 
0.7 percent this year and 1.1 percent next year, 
compared with its target range of 1-4 percent. 

The BOT has left its policy interest rate 

unchanged at 1.50 percent, near the record low, 
since April 2015.  
It next reviews policy on Feb. 14. Most analysts 
expect no policy change in 2018, while some 
forecast a hike in the second half of the year.  
On Dec. 20, the BOT raised its economic growth 

forecast for this year for the fourth time, to 3.9 
percent from 3.8 percent. It also lifted its 2018 
projection to 3.9 percent, from 3.8 percent.  
Last year's growth was 3.2 percent, still lagging 
regional peers. 
 
(Reporting by Kitiphong Thaichareon; Writing by 
Orathai Sriring; Editing by Andrew Bolton) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 

orathai.sriring.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

Albania 

Albania to sell 3 bln leks (22.4 mln 

euro) of 3-yr T-notes  

28-Dec-2017  
TIRANA (Albania), December 28 (SeeNews) – 
Albania will offer 3 billion leks ($26.6 
million/22.4 million euro) of three-year fixed-
rate Treasury notes at an auction on January 
4, the country's finance ministry said on 
Thursday. 

The government securities will mature on 
January 8, 2021, according to an auction notice 

posted on the website of the finance ministry. 
At the last auction of three-year T-notes held in 

January 2016, Albania offered and sold 6 billion 
leks. The coupon rate fell to 5% from 5.7% in 
the previous auction of three-year government 
securities held in 2015. 
 
(1 euro = 132.153 leks) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bosnia 

Bosnia's Federation raises 15.3 mln 

euro in 5-yr T-note auction, yield drops  

27-Dec-2017  
SARAJEVO (Bosnia and Herzegovina), December 
27 (SeeNews) – Bosnia's Federation entity 

raised 30 million marka ($18.3 million/15.3 
million euro), as much as planned, in an 
auction of five-year Treasury notes, the 
finance ministry said on Wednesday. 

The T-notes were sold at an average weighted 
price equal to 99.9972% of par, as the weighted 

average yield fell to 1.20%, down from 1.871% 
at the last similar auction of government 
securities held in May last year, the finance 
ministry said in a statement. 

The Federation is one of the two autonomous 
entities forming Bosnia and Herzegovina. The 

other one is the Serb Republic. 
 
(1 euro=1.95583 Bosnian marka) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bosnia's central government adopts 

interim financing for Q1  

28-Dec-2017  
SARAJEVO, Dec 28 (Reuters) - Bosnia's central 

government on Thursday adopted interim 
financing for the first quarter of 2018 after 
political bickering in the national parliament 
prevented next year's budget being passed on 
time. 

The first quarter financing of 235.5 million 

Bosnian marka ($143.2 million) will cover 
necessary spending and the servicing of debts 
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until the parliament meets again in January to 

debate a 2018 budget set at close to 2 billion 

marka. 
Bosnia's highly decentralised system of 
government, based on ethnic quotas, is often 
the cause of delays. The country was split after 
its 1992-95 war into two autonomous regions, 
linked via a weak central government, which 

frequently lock horns over funding. 
The Bosniak-Croat Federation and the Serb 
Republic have separate governments and 
budgets, and the central government has its 
own budget. 
The lower house of parliament of the Bosniak-

Croat Federation is due to debate the region's 
2018 budget of 2.9 billion marka on Thursday. It 
also must be approved by the upper house.  

The Federation's adoption of its budget and due 
diligence of its telecoms firms are key conditions 
set by the International Monetary Fund to 
conclude the first review under its three-year 

550 million euro ($656.9 million) programme for 
Bosnia as a whole and release fresh funds.  
Earlier this month, the Serb Republic passed a 
tight 2018 budget of 3.3 billion Bosnian marka. 
 
($1 = 1.644 Bosnian marka) 
($1 = 0.8372 euros) 
(Reporting by Maja Zuvela; Editing by Gareth Jones) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
 
 

Macedonia 

Macedonia's parliament adopts 2018 

budget, opposition boycotts vote  

23-Dec-2017  
SKOPJE, Dec 23 - Macedonia's parliament has 

adopted a 2018 draft budget, lowering the 
deficit to 2.7 percent of national output from 
2.9 this year and forecasting growth of 3.2 
percent. 

The budget, totalling 221.7 billion denars ($4.28 
billion) and adopted late on Friday, allocated 

spending equivalent to about 400 million euros 
($474.28 million) for capital investment, while 
average annual inflation was expected to be 1.7 
percent. Revenues were forecast at 193.5 billion 
denars. 
The main opposition VMRO-DPMNE party 
boycotted the budget vote in protest at the 

arrest of a former interior minister, several 
lawmakers and political activists on charges 
related to violence in parliament in April, which 
pushed the nation into a political crisis.  
Macedonia's central bank revised its economic 
growth forecast for 2017 down to 0.5 percent 

from 2.5 percent, citing a poor economic 

performance in the first half of the year because 
of political instability. Macedonia's two-year 
crisis over a wiretapping scandal that toppled 
the government of nationalist Prime Minister 
Nikola Gruevski, ended in June with the 
appointment of a pro-Western government of 

the Social Democrat Prime Minister Zoran Zaev. 
Finance Minister Dragan Tevdovski told 
parliament that the government planned to 
finance the deficit through a combination of 
domestic and foreign loans.  

"The borrowing abroad may be done through a 
Eurobond or favourable foreign loans," 
Tevdovski said. 
The economy of the landlocked Balkan country 

grew by 2.4 percent in 2016 but national output 
contracted 1.9 percent in the second quarter of 
2017, the first decline since 2012.  
Macedonia, which won independence from 
former Yugoslavia in 1991, has made little 
progress towards membership of the European 
Union and the NATO alliance due to a name 

dispute with Greece. 

 
($1 = 0.8434 euros) 
(Reporting by Kole Casule; Writing by Aleksandar 
Vasovic; Editing by Edmund Blair) 
(( aleksdandar.vasovic@tr.com ; +38162451129)) 
 
 

Montenegro 

Montenegro passes 2018 budget, 

reducing deficit  

27-Dec-2017  
SARAJEVO, Dec 27 (Reuters) - Montenegro's 

parliament passed a 2018 budget late on 

Tuesday, setting the deficit at 2.6 percent of 
national output, down by a half from a year 
before. 

Forty-one deputies in the 81-seat parliament of 
the European Union candidate country voted for 
the budget. The opposition boycotted the vote. 
Opposition lawmakers have been largely 
boycotting parliament in protest over the 2016 

election day arrest of a group accused of having 
planned to kill Montenegro's ruling party leader 
Milo Djukanovic. 
The new budget assumes 3 percent growth in 
gross domestic product (GDP) next year, 
down from 4.2 percent in 2017. 
The government this year adopted a set of 
fiscal measures to help rein in the debt by 
2020 due to the financing of large 

infrastructure projects, such as the highway 
linking the port of Bar with neighbouring 
Serbia. 

They include raising value added tax from 19 
percent to 21 percent as of 2018, freezing 
employment in the public sector, cutting salaries 
for public officials and scrapping some benefits.  
In September, the International Monetary Fund 

affirmed its 2017 growth forecast for 
Montenegro at 3 percent, but said the pace of 
expansion would slow to 2.75 percent in 2018, 
due to planned fiscal consolidation.  
While infrastructure projects will boost growth, 

their financing has added to Montenegro's debts, 
the Washington-based lender said.  

 
(Reporting by Maja Zuvela; Editing by Andrew Bolton) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
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maja.zuvela.thomsonreuters.com@reuters.net )) 
 
 

Romania 

Romania's 11-month fiscal shortfall widens 
to 1.2 pct/GDP  

27-Dec-2017  

BUCHAREST, Dec 27 (Reuters) - Romania's 

consolidated budget recorded a deficit of 1.2 
percent of gross domestic product at the end 
of November, against end-October's 0.8 
percent, finance ministry data showed on 
Wednesday. 

The ruling Social Democrats target a full-year 
deficit of 3 percent of GDP. In nominal terms, 

the gap was 10.2 billion lei ($2.61 billion). 

Revenues were at 27.1 percent of GDP, or 228.2 
billion lei. 
Spending rose by 12.9 percent on the year to 
238.4 billion lei. 
Personnel spending rose 21.3 percent on the 
year following public sector wage hikes, while 
social assistance expenditure was up 12.9 

percent driven largely by pension rises. 
Investment spending was 2.1 percent of GDP. 
 
($1 = 3.9061 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Romania to issue 4.4 bln lei (945 mln 

euro) of domestic debt in Jan  

28-Dec-2017  
BUCHAREST (Romania), December 28 

(SeeNews) - Romania's finance ministry said 
on Thursday it plans to auction 4.4 billion lei 
($1.12 billion/945 million euro) worth of 

government securities and to sell an 
additional 540 million lei in non-competitive 
offers in January. 

The finance ministry plans eight auctions of 
government securities with maturity of 1.1 to 

9.6 years and one auction of one-year T-bills in 
January, it said in a debt issuance calendar. 
Starting October, several tenders failed due to 

low market liquidity. 
In December, the ministry planned to raise 2.81 
billion lei worth of government securities, but it 
has only sold a total of 1.33 billion lei. 
At the end of October, Romania's finance 
ministry said it has a comfortable funding buffer 
and a plan to meet the country's financing needs 

for the rest of the year, despite the failed 
auctions. 
Year-to-date, the ministry has sold some 41 
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. 

Earlier in December, the ministry said that it 

plans to raise to 27 billion euro ($31.9 billion) 
from 20 billion euro the borrowing ceiling under 

its Medium Term Notes programme for 

international markets. 

For 2018 finance ministry said it is considering 
issuing Eurobonds worth about 4 billion euro. 
 
(1 euro= 4.6507 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Russia 

Russian finance ministry to increase 

foreign currency buying in 2018  

27-Dec-2017  

By Darya Korsunskaya 
MOSCOW, Dec 26 (Reuters) - The Russian 

finance ministry plans to increase purchases 
of foreign currency for its reserves next year, 
reducing rouble volatility in a presidential 
election year, the Finance Minister said on 
Tuesday. 

After two years of recession and a draining of 
reserves amid a sharp drop in the price of oil, 

Russia's key export, the finance ministry has 
decided to replenish coffers and insulate the 
rouble by setting a budget rule. 
According to the rule, the finance ministry will 
buy dollars and other foreign currency when 
Russia's crude blend Urals trades above $40 per 
barrel, the level factored into the budget. The 

higher the oil price, the bigger the forex 

purchases would be. 
Finance Minister Anton Siluanov said the 
finance ministry could spend around 2 trillion 
roubles ($35 billion) on foreign currency next 
year if Urals prices are at $54-55 per barrel. 
Urals crude last traded at $64.35 per barrel.  

"This would more than offset the envisaged 

reserves spending next year," Siluanov said, 
adding that his ministry would increase foreign 
exchange purchases next year to level of up to 
70 percent of non-oil and gas budget revenues 
from around 30-40 percent at present. 
Speaking to reporters, Siluanov said the 
increased foreign currency purchases would 

reduce the rouble's vulnerability to volatility on 

capital markets in 2018. 
President Vladimir Putin, who will seek re-
election for another six years in March, said this 
year the rouble's stability was more important 
than its actual exchange rate. 
If oil prices average $60 per barrel, the finance 

ministry would buy foreign currency worth 
around 2.8 trillion roubles, Siluanov said. 
Analysts at ING had predicted the finance 
ministry would increase its foreign currency 
purchases to more than $27 billion in 2018 from 
around $15 billion in 2017. 

The central bank carries out these purchases for 
the finance ministry but does not consider them 

as interventions aimed at bringing the rouble to 
a certain level as the rouble has had a free-
floating status since 2015. 
Siluanov said he expected the rouble, trading in 
a range between 57 and 59 versus the dollar for 

a few weeks, to stay at these levels in 2018 if oil 
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prices hover near $55 per barrel. 

The rouble forecast is valid if "there are no new 

additional sanctions and nuisances due to 
external restrictions," Siluanov said. 
Russian authorities largely dismiss risks of 
new U.S. sanctions, which could be imposed in 
2018 and could ban purchases of Russian 
debt, but are still bracing themselves for 
possible shocks in 2018. 

BUDGET DEFICIT 

Russia is likely to run a smaller-than-expected 
budget deficit this year as some of the planned 
spending has been postponed until next year, 
Siluanov said. 
The 2017 deficit is now seen at 1.5 trillion 
roubles, which accounts for 1.6 percent of 
gross domestic product, Siluanov said. 
The earlier approved budget plan envisaged a 

budget deficit of 2.1 percent of GDP. 
The budget deficit target for 2018 stands at 
1.3 percent of GDP. 

Part of the budget shortfall next year will be 
covered by Russia's No.1 state-owned lender 
Sberbank that is expected to channel around 
130 billion roubles worth of dividends to the 
budget, Siluanov said.  

 
($1 = 57.7355 roubles) 
(Writing by Andrey Ostroukh; Editing by Robin 
Pomeroy) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Demand soars for Russian bond issue 

seen aiding repatriation  

28-Dec-2017  
•Oligarchs asked for bond to bring funds 
home 
•Fin ministry offers special conditions for 
Eurobond 
•May cut local borrowing to accommodate 
demand 

By Darya Korsunskaya, Tatiana Voronova and 
Gleb Stolyarov 

MOSCOW, Dec 28 (Reuters) - Demand has 

soared for a planned Eurobond that sources 
said is meant to help Russians bring money 
back home in a way that would protect them 
from being damaged by potential new 
sanctions. 

Initial bids for the Russian sovereign Eurobonds, 
due to be issued next year, had come in at $200 
million, a source in a state bank and another 

from the finance ministry told Reuters. 
But demand has now topped $3 billion, the 
finance ministry source said, declining to 
speculate on the reason.  
Sources told Reuters in early December that 
wealthy Russians facing the prospect of targeted 

U.S. sanctions next year had floated the idea of 
a special treasury bond to help them repatriate 
assets. Crucially, unlike with bank accounts, 

holders would remain anonymous under the 
proposal, they added.  
Two weeks later, authorities said they planned 
to adjust the terms of a Eurobond planned for 

next year, in a way that would help Russians 

repatriate financial assets.  

Russians would be given preference over 

foreigners during the sale, finance minister 
Anton Siluanov later told reporters.  
The ministry would be ready to increase the 
Eurobond offer and to cut the domestic 
borrowing plan to accommodate the demand if 
needed, Siluanov said. 

"REQUESTS BY BUSINESSMEN" 
The issues would be issued via the Russian 
National Settlement Depository - a local version 
of Euroclear, the finance ministry said earlier, a 
move which would allow the holders to keep 
anonymity. 

The finance ministry said in the emailed 
comments to Reuters on Thursday that the 
proposed special conditions of the Eurobond 

issue were "a step towards a number of requests 
by businessmen." It declined to elaborate 
further.  
The finance ministry source said the adjusted 
Eurobonds had been nicknamed 'Beryozki', 

after the oligarch Grigory Berezkin, who the 
source said was a driver behind the original 
proposal to launch a special treasury bond. 

Berezkin, whose assets range from power 
transmission to the media, said on Thursday the 
idea for a special instrument had first come from 
the finance ministry but acknowledged he had 
supported it and discussed it with other business 

leaders. 
"We have supported this idea within the Russian 

Union of Industrialists and Entrepreneurs, and I 
was among whose who took part in the 
discussions on the different levels, including in 
the government," he told Reuters. 
Berezkin, asked by Reuters whether he would 

buy the new Eurobond, said: "I will study it 
when the issuance documents are ready... If it is 
a standard Eurobond, then it is a very good 
tool." 
There is no reliable data on how much money 
Russians have abroad. According to a rough 

estimate by Gabriel Zucman, an assistant 
professor of economics at the University of 
California at Berkeley, Russians had about $200 
billion worth of financial assets in offshore tax 

havens as of 2014, equivalent to 10 percent of 
Russia's GDP that year. 
The U.S. government is due to draw up a 

blacklist of individuals early next year under a 
sanctions bill passed overwhelmingly by 
Congress soon after Donald Trump became 
president and signed by him in August.  
 
(Writing by Katya Golubkova; Editing by Andrew 
Heavens) 
(( ekaterina.golubkova@thomsonreuters.com ; +7 495 
775 1242; )) 
 
 

Turkey 

Turkey's parliament approves 2018 

budget  

23-Dec-2017  
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ISTANBUL, Dec 23(Reuters) - Turkey's 

parliament has approved the government's 
2018 budget, which includes increased 
spending on defence and projects a rise in the 
fiscal deficit to 65.9 billion lira ($17.28 
billion). 

The 2018 budget, approved by parliament late 
on Friday, introduces changes in tax regulations, 
such as tax increases for companies and motor 
vehicles, to help pay for increased security. 

In 2017, Turkey's budget is expected to show a 
deficit of 61.7 billion lira, more than twice the 
2016 budget deficit of around 30 billion lira. 
Turkey's 2018 budget also projects tax 
income of 599.4 billion lira, up some 15 
percent from estimates for 2017, and a 5.8 
billion lira primary surplus. 

Over the past two years, Turkey's current 

account deficit has widened due to increasing 
government incentives to boost the economy 
and defence spending. Next year's budget deficit 
to gross domestic product ratio is expected to be 
1.9 percent. 
The government says the additional defence 
spending is urgently needed to modernise the 

military, the second-largest in the NATO alliance, 
and meet the costs of domestic and foreign 
security operations. 
Turkey's economy has rebounded from a 
downturn that followed an attempted coup last 
year, helped by a series of government stimulus 
measures. GDP grew 11.1 percent year-on-year 

in the third quarter, its fastest expansion in six 
years, according to official data. 
 
($1 = 3.8130 liras) 
(Reporting by Gulsen Solaker; Writing by Ezgi 
Erkoyun; Editing by Sam Holmes) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
 

LATIN AMERICA AND 
CARIBBEAN 

Argentina 

Argentina eases inflation target, 

stoking rate cut expectations  

28-Dec-2017  
•Gov't to target inflation of 15 pct next year 
•Peso currency plunges to record low 

•Central bank seen lowering interest rates 
By Jorge Otaola and Luc Cohen 
BUENOS AIRES, Dec 28 (Reuters) - Argentina 

changed its inflation target for 2018 to 15 
percent, up from the central bank's previous 
goal of 8-12 percent, Treasury Minister 
Nicolas Dujovne said on Thursday, raising 
expectations for interest rate cuts.  

The government will postpone by one year its 

goal of lowering inflation to 5 percent, pushing it 
back to 2020, Dujovne said. The 2019 target will 
be 10 percent. Consumer prices rose 21 percent 
in the first 11 months of 2017, above the central 

bank target for 12-17 percent inflation for the 

year. 

The shift in next year's inflation target brought it 
closer to market expectations of 16.6 percent. It 
prompted a 3.18 percent drop in the peso 
currency, which fell below 19 per U.S. dollar for 
the first time in history, amid expectations of 
lower interest rates. 

The bank has hiked its policy rate to 28.75 
percent this year to fight inflation, prompting 
concerns that rising financing costs could stifle 
growth. 
"This change of the target allows us to 
recalibrate that monetary policy, because now it 

has to be oriented toward achieving the 15 
percent target, not 10 percent," central bank 
Governor Federico Sturzenegger said at a 

conference. 
The change came as President Mauricio Macri's 
government planned further cuts to utilities and 
transportation subsidies, which will help cut the 

primary fiscal deficit to 3.2 percent of gross 
domestic product (GDP) next year but will 
contribute to inflation by hiking consumers' fees. 
Lower inflation is a key element of Macri's plan 
to attract investment and boost growth to an 
expected 3.5 percent next year. His tax and 
pension overhauls recently passed Congress 

despite harsh opposition criticism, and cabinet 
chief Marcos Pena said on Thursday Congress 
would take up labor and capital markets reform 
legislation in February.  

"It is not good news that they could not comply 
with the target, but it is good that the 

government recognized it," said Alfredo Blanco, 
an economist at the University of Cordoba. 
"Otherwise, it would have kept insisting on an 
unreachable goal for next year, submitting the 
economy to unnecessary stress." 
The central bank will now likely cut its 
benchmark interest rate by at least 100 basis 

points in January, and lower it to 21.25 percent 
by the end of 2018, Alejo Costa, head strategist 
at BTG Pactual, said in a note.  
A Treasury Ministry source said the change 
would give the central bank "more flexibility" 

with interest rates, and that the new levels 
would provide a more realistic starting point for 

upcoming annual salary negotiations.  
"The targets had lost credibility, so they no 
longer served to anchor expectations," said the 
source. 
In order to continue fighting inflation, 
Sturzenegger said the central bank needed to 
keep reducing transfers to the executive 
branch to help finance its deficit. Dujovne said 

the primary fiscal deficit target would fall to 
1.2 percent of GDP by 2020, down from 4.2 
percent of GDP this year. 

The central bank will transfer $7.3 billion to the 
Treasury in 2018 and $3.3 billion in 2019, 

Finance Minister Luis Caputo said. He added that 
total financing needs are $30.1 billion next year 
and $26.1 billion in 2019. 

 
(Additional reporting by Hugh Bronstein; Editing by 
Susan Thomas and Andrew Hay) 
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(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Bahamas 

Central Bank of The Bahamas - Monthly 

Economic and Financial Developments, 

November 2017  

27-Dec-2017  
Published: Wednesday December 27, 2017  
Overview  
Indications are that the domestic economy 
improved modestly during the review month 

in comparison to 2016, as increased visitor 
arrivals and a boost in hotel capacity, 

contributed to gains in tourism output. In 
addition, construction sector output continued to 
be supported by varied-scale foreign investment 
projects. Monetary developments were 

dominated by the receipt of proceeds from the 
Government's external bond issue, which 

boosted liquidity and external reserves.  

Real Sector  
Tourism  
Preliminary indicators suggest that the tourism 
sector improved in November, as data from the 
Nassau Airport Development Company (NAD) 
showed a 4.9% increase in international 

departures during the review month, as opposed 

to 2016's 0.9% softening. In terms of the 
components, non-U.S. international traffic 
rebounded by 5.1% from an 8.8% contraction 
last year, while the growth in U.S. departures 
quickened to 4.9% from a mere 0.6% in 2016.  
A more in-depth analysis of visitor trends using 

the latest official data from the Ministry of 
Tourism, showed that total arrivals to The 
Bahamas expanded by 30.2% during October, 
vis-à-vis a 10.8% falloff in the prior year, when 
Hurricane Matthew impacted key destinations in 
the country. In comparison to October 2015, 
arrivals were also up by 16.1%. In terms of the 

major markets, traffic to Grand Bahama-which 
was severely impacted by the storm in 2016-

nearly doubled on a yearly basis. This outturn 
reflected gains in sea and air visitors of 116.8% 
and 26.8%, compared to reductions of 84.1% 
and 72.3%, respectively, in the prior year. 

Similarly, Family Island markets firmed by 
67.7%, buoyed by gains in cruise and air 
arrivals, by 72.2% and 32.3%, reversing 
respective contractions of 30.6% and 14.7% in 
the previous period. In a modest offset, the 
growth in total visitors to New Providence 
slowed to 17.0%, from 21.5% a year earlier, as 

the gains in sea traffic eased to 16.6% from 
40.3% in 2016; however, the air component 
firmed by 18.9%, a reversal from the 24.7% 

decline a year earlier.  
Over the first 10 months of the year, tourism 
inflows remained weak, as visitor arrivals 
contracted by 3.0%, vis-à-vis a 2.8% uptick in 

the comparable period of 2016. This reflected 
declines in both the air and sea segments, by 

6.9% and 1.8%, a reversal from gains of 0.9% 

and 3.4%, respectively, recorded in the prior 

year. In Grand Bahama, arrivals plunged by 
29.9%, amid contractions in both the air and sea 
segments by 48.6% and 26.5%, respectively. 
Comparatively, visitors to the Family Islands fell 
by 2.4%, reflecting a falloff in the dominant 
cruise segment by 4.8%, overshadowing the 

11.7% gain in air arrivals. Further, in New 
Providence, total visitors firmed by 3.7%, as the 
7.7% increase in sea visitors, eclipsed the 5.9% 
falloff in air tourists.  
In line with these developments, preliminary 
data from the Bahamas Hotel and Tourism 

Association showed a 13.0% increase in 
estimated room revenues for October, relative to 
the prior year, supported by a 6.1 percentage 

point rise in hotel occupancy to 47.9%; although 
the average daily room rate (ADR) softened by 
0.8% to $171.06. In contrast, total room 
revenue fell by 7.0% over the 10-month period, 

due to declines in both the average occupancy 
rate, by 4.5 percentage points to 64.8%, and 
the ADR, by 2.4% to $234.76.  
 
Central Bank of The Bahamas published this content 
on 27 December 2017 and is solely responsible for the 
information contained herein. 
Distributed by Public, unedited and unaltered, on 27 
December 2017 20:31:34 UTC.  
(C) Copyright 2017 - Central Bank of The Bahamas 
 
 

Brazil 

Brazil posts smaller-than-expected Nov 

primary budget deficit  

28-Dec-2017  

SAO PAULO, Dec 28 (Reuters) - Brazil posted a 

smaller-than-expected 909 million real ($275 
million) primary budget deficit in November, 
beating analyst expectations for a fifth 
straight month and looking set to meet the 
year-end target. 

Economists had expected a deficit of 10 billion 
reais, according to the median forecast in a 

Reuters poll. The primary deficit shrank to 149.0 
billion reais in the 12 months through 
November, or 2.29 percent of gross domestic 
product. Brazil targets a 163.1 billion real 
primary deficit this year. 
 
($1 = 3.3129 reais) 
(Reporting by Bruno Federowski 
Editing by Chizu Nomiyama) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 

https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
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AFRICA 
 

Congo Republic 

Congo Republic to cut 2018 spending 

by 9 pct as growth lags  

27-Dec-2017  
BRAZZAVILLE, Dec 27 (Reuters) - Congo 

Republic's government said on Wednesday it 
planned to cut spending next year by 8.6 
percent to 1.38 trillion CFA francs ($2.5 
billion), following a 45 percent cut to the 2017 

budget this month, as it seeks an 
International Monetary Fund bailout.  

The economy has been badly hit by low oil prices 
and poor fiscal management, causing total 

government revenue to slide by nearly a third 
since 2015 and public or publicly-guaranteed 
debt to surge to around 110 percent of GDP.  
In a statement announcing the budget 

proposal, government spokesman Thierry 
Moungalla said the economy would contract 
by 4.6 percent this year but should recover to 
grow by 0.7 percent in 2018 as crude 
production picks up at Total's Moho Nord 
offshore field. 

Moungalla said the government planned to run a 
219 billion-CFA franc surplus in order to reduce 
public debt and adhere to principles agreed with 
the IMF during a two-week mission earlier this 

month.  

That visit ended without a deal as the IMF said 
the government needed to do more to restore 
debt sustainability and strengthen governance. 
Congo is regularly singled out by anti-corruption 
groups for the opaque management of its oil 

sector.  
Holders of Congo's Eurobond are closely 
following the government's efforts to get back 
on top of its debt, which have been complicated 
by a $1-billion legal dispute in a United States 
court.  
 
($1 = 552.49 CFA francs)  
(Reporting by Christian Elion; Writing by Aaron Ross; 
Editing by Andrew Roche) 
(( Aaron.Ross@thomsonreuters.com ; +221 77 569 
1702; )) 
 
 

Egypt 

Egypt will choose 4-5 banks to arrange 

next Eurobonds issuance  

26-Dec-2017  
CAIRO, Dec 26 (Reuters) - Egypt will choose 

four to five international banks to arrange its 
next dollar-denominated Eurobond issuance, 
Finance Minister Amr El-Garhy told Reuters on 
Tuesday. 

"Egypt will conduct a short roadshow to promote 
the Eurobonds issuance in January," he said. 
The dollar-denominated Eurobonds would be 
worth $3 billion to $4 billion.  
"About 22 banks, including all the prominent 

ones, have applied to arrange the latest 

Eurobond issuance," the minister said. 

Earlier this year, the government sold $7 billion 
in 5-, 10- and 30-year bonds, part of its return 
to international markets after turmoil following 
the ouster of president Hosni Mubarak in 2011. 
Egypt’s central bank floated the Egyptian pound 
in November 2016, helping the country secure a 

$12 billion IMF loan, which is tied to reforms 
such as spending cuts, tax hikes and an 
overhaul of its subsidy system. 
Egypt is to receive a fourth disbursal of that 
loan, worth $2 billion, in June or July, the 
finance ministry says, bringing the total it has 
received to $8 billion. Last week, the IMF 
agreed to the third disbursal, also worth $2 
billion. 

 
(Reporting by Ehab Farouk, writing by Dahlia Nehme; 
Editing by Shri Navaratnam and Robin Pomeroy) 
(( dahlia.nehme@thomsonreuters.com ; 
0096171552500; )) 
 
 

Egypt's central bank keeps interest 

rates unchanged  

28-Dec-2017  
By Arwa Gaballa 
CAIRO, Dec 28 (Reuters) - Egypt's central bank 

kept its key interest rates unchanged on 
Thursday as inflation remained in double 
digits a year after the country floated its 
currency and sent prices shooting higher.  

The overnight deposit rate remained at 18.75 

percent and the overnight lending rate at 19.75 
percent, the bank said in a statement.  
"The baseline inflation outlook remains 
consistent with achieving the CBE's inflation 
target of 13 percent (±3 percent) in 2018 Q4 
and single digits thereafter," the bank said.  
Six out of 10 economists polled by Reuters said 

on Tuesday the bank would keep rates steady, 
citing still-high inflation as a reason for the 
central bank to delay loosening its policy. 
Egypt's inflation has climbed since the country 
floated its currency, the pound, in November last 
year to secure a $12 billion loan from the 

International Monetary Fund.  
Last month annual urban consumer price 
inflation stood at 26 percent - a 2017 low - while 
core inflation, which strips out volatile items 
such as food, at 25.53 percent. It had hit a 
record high in July as the government cut 
subsidies.  
Egypt has raised key interest rates by 700 
basis points since the flotation, encouraging 
investors to buy its debt. Foreign investment 
in Egyptian securities surged to $19 billion 
since the flotation, a record high.  

The head of research at Pharos Securities 
Brokerage, Radwa El-Swaify, said a series of 
factors would influence the timing of any 

reduction in borrowing costs. 

"The timing of interest rate cuts will be 
determined by: managing consumer 
expectations to be able to reach CBE inflation 
targets by 2018 year-end, oil prices and their 
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impact on inflation through subsidy cuts, 

domestic demand growth as a result of the 

witnessed pick-up in economic activity, and 
monetary policy in advanced economies," El-
Swaify said.  
Egypt's economy has been struggling since a 
2011 uprising drove tourists and foreign 
investors away, two main sources of hard 

currency, but the government hopes the IMF-
backed reforms it has embarked on over the 
past year will put it back on track.  
"The continuation of this disinflationary trend 
could open the door to a gradual easing of 
interest rates, but the CBE should remain 

vigilant and be prepared to tighten the monetary 
stance if demand pressures re-emerge," the IMF 
said in a statement last week.  

Egypt's finance minister said earlier this month 
he expected inflation to drop to 20 percent by 
January and 13-14 percent by August.  
 
(Reporting by Arwa Gaballa, editing by Gareth Jones) 
(( arwa.gaballa@thomsonreuters.com ; +20 2 2578 
3290; )) 
 
 

Average yields rise on Egypt's 6-

month, one-year T-bills 

28-Dec-2017  

CAIRO, Dec 28 (Reuters) - Average yields on 

Egypt's six-month and one-year treasury bills 
rose at an auction on Thursday, data from the 
central bank showed. 

The yield on the 182-day bill rose to 18.990 
percent from 18.743 percent at the last similar 
auction, and the yield on the 357-day bill rose to 
17.689 percent from 17.580 percent at a similar 

sale. 
Egypt has raised key interest rates by 700 basis 
points since it floated the currency in November 
last year, encouraging investors to buy its debt.  
The central bank is set to meet later on 
Thursday to decide on overnight rates. 

 
(Reporting by Arwa Gaballa; Editing by Kevin Liffey) 
(( arwa.gaballa@thomsonreuters.com ; +20 2 2578 
3290; )) 
 
 

Gabon 

IMF sees Gabon GDP growth at 0.8 pct 

in 2017, rising to 2.7 pct in 2018  

29-Dec-2017 
DAKAR, Dec 29 (Reuters) - The International 

Monetary Fund sees Gabon's economy 
growing at 0.8 percent in 2017, down from an 
earlier forecast of 1 percent, but expects 
growth to rebound to 2.7 percent next year 

due to recovering oil prices, it said late on 
Thursday.  
The IMF approved a three-year, $642 million 
programme in March for the central African 
OPEC member, which like other oil-dominated 
economies in the region has struggled due to a 

decline in world crude prices. 

 
(Reporting by Aaron Ross; Editing by Robin Pomeroy) 
(( Aaron.Ross@thomsonreuters.com ; +221 77 569 
1702; )) 
 
 

Sudan 

Sudan's 2018 budget estimated at 

$24.7 billion  

24-Dec-2017  
KHARTOUM, Dec 24 (Reuters) - Sudan's draft 

budget for 2018 is estimated at 173.1 billion 
Sudanese pounds ($24.7 billion), state news 
agency SUNA quoted Finance Minister Othman 

Rukabi as saying at an emergency 
parliamentary session on Sunday.  

The Sudanese pound, held at an official level of 
6.7 to the dollar, has steadily weakened to more 
than three times that rate on the black market 
after the United States lifted a 20-year-old trade 
embargo. 
The import-dependent country hopes to see its 

economy grow by 4 percent in 2018, the cabinet 
said on Wednesday after it approved next year's 
proposed budget. 
The government in November said it would take 
new measures to unify the Sudanese pound's 
exchange rates by January, but ruled out a 

currency float. 

Sudan's economy has been struggling since the 
south seceded in 2011, taking with it three-
quarters of the country's oil output.  
 
($1 = 6.9982 Sudanese pounds) 
(Reporting by Omar Fahmy; Writing by Nadine 
Awadalla; Editing by Dale Hudson) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
 
 

Tunisia 

Tunisia trade deficit widens year-on-

year by 23.5 percent in Nov  

29-Dec-2017  
TUNIS, Dec 29 (Reuters) - Tunisia's trade 

deficit widened by 23.5 percent year-on-year 
in the first 11 months of 2017 to 14.362 
billion Tunisian dinars ($5.81 billion), a record 
level, central bank data showed. 

The deficit was 11.628 billion dinars in the same 
period last year. It widened after imports rose 

by 19.2 percent, the data showed. 
Last month, the central bank ordered local 
lenders to stop financing imports of about 220 
products - from fish to perfume - as the country 
tries to curb its trade deficit. 
Unemployment is high, especially among the 

young, and some inland regions remain 

impoverished. International lenders have 
demanded reforms to cut the deficit and reduce 
spending on a bloated public sector. 
Tunisia's parliament approved this month a 32.7 
billion dinar budget for next year, including 
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deficit cutting measures that had been watered 

down under pressure from unions. 

Praised for its successful democratic transition 
after a 2011 uprising, Tunisia has struggled with 
tough economic reforms to reduce public 
spending agreed with its international lenders. 
 
($1 = 2.4708 Tunisian dinars) 
(Reporting by Mohamed Argoubi; Writing by Ulf 

Laessing; Editing) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing)) 
 
 

Uganda 

Uganda's inflation down to 3.3 pct 

year-on-year in December  

29-Dec-2017  
KAMPALA, Dec 29 (Reuters) - Uganda's 

inflation fell to 3.3 percent year-on-year in 
December from 4.0 percent the previous 
month due to a slowdown in prices of fruit 
and vegetables, the statistics office said on 
Friday. 

Core inflation, which excludes food, electricity 
and metered water, inched down to 3.0 percent 
during the period from 3.3 percent, the Uganda 
Bureau of Statistics said. 
 
(Reporting by Elias Biryabarema; Writing by Clement 
Uwiringiyimana; Editing by Matthew Mpoke Bigg) 
(( Clement.Uwiringiyimana@thomsonreuters.com ; 
+250 784 031935; Reuters Messaging: 
Clement.Uwiringiyimana.thomsonreuters.com@reuters
.net )) 
 

OCEANIA 
 

Fiji 

Reserve Bank of Fiji - Economic Review 

- December 2017 

29-Dec-2017  
Global economic prospects in the near-term 
remain favourable supported by an improved 

outlook for advanced and emerging market 
economies. For our major trading partners, a 
rebound in government investment in the 
United States (US) propelled growth in the 
third quarter while expansion in 
manufacturing and services output 
contributed to firmer growth in the Euro zone 

economy. For Japan, a pick-up in manufacturing 
activity strengthened growth while continuation 
of policies by the Abe-led government indicates 

sustained growth prospects. Growth in China 

continued to be supported by services and 
consumption activity while increased investment 
and manufacturing output boosted growth in 
India. For Australia, the economy is still 
expanding albeit at a slower pace while 

economic activity in New Zealand is anticipated 

to improve further in the near term.  

Domestically, sectoral performances to date 

remained generally mixed. Total tonnes of 
sugarcane crushed and sugar produced by the 
end of the 2017 sugarcane crushing season (20 
November), was higher than last year's 
comparable season. Electricity production rose 
while gold and timber production contracted 

cumulative to November. In the same period, 
visitor arrivals increased by 6.4 percent mainly 
led by strong growth in New Zealand and US 
tourist arrivals.  
Robust consumption and investment activity 
continue to drive aggregate demand. Favourable 

monetary and labour market conditions, higher 
disposable incomes and inward remittances 
remain supportive of business investment and 

consumer spending. Consumption indicators 
such as new lending for consumption purposes 
increased in the first eleven months, led by 
higher growth in the wholesale, retail, hotels & 

restaurants sector.  
Building & Construction sectors. However, 
domestic cement sales declined in the same 
period due to a slowdown in production. The 
near term forecast for investment is positive 
owing to new private sector projects and 
continued rehabilitation works post Tropical 

Cyclone Winston.  
Labour market conditions remain favourable. 
According to the RBF's Job Advertisement 
Survey, the number of advertised vacancies 

recorded an annual increase cumulative to 
November 2017. Higher recruitment intentions 

were noted in the wholesale & retail trade & 
restaurants & hotels; constructions and finance, 
insurance, real estates & business services 
sectors. The near-term employment outlook 
remains optimistic backed by the firm domestic 
economic performance.  
Monetary conditions continue to support growth 

and the financial system is relatively stable. In 
the year to November, the commercial banks' 
outstanding lending rate declined over the year 
to 5.66 percent while the new lending rate rose 
to 5.94 percent over the same period. In terms 

of funding costs, the outstanding time deposit 
rate increased to 3.21 percent while the new 

time deposit rate declined to 2.55 percent 
relative to the same period last year. Domestic 
credit growth decelerated further in the review 
period although remaining firm at 6.4 percent, 
following a slowdown in private sector credit. 
The outturn was underpinned by the slower 

lending to the building & construction and 
private individuals sectors coupled with 
contractions in the transport & storage and 
nonbank financial institutions sectors.  
Liquidity in the banking system remained 
adequate, although it fell over the month of 
November. As at 28 December, liquidity stood at 

$597.7 million.  
Similarly, partial indicators for investment 
activity recorded improved outcomes as new 
lending to commercial banks grew cumulative to 
November, mainly attributed to lending to the 
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real estate and  
In November, the Fiji dollar strengthened 
against the US (4.1%) dollar but weakened 
against the Euro (-3.9%), Australian (-2.7%) 
and New Zealand (-2.1%) dollars and the Yen 
(-2.0%).  

As a result, the Nominal Effective Exchange Rate 
(NEER) 1 index fell in the same month (-0.4%), 
indicating a general weakening of the Fiji dollar 
against major trading partner currencies. 

Despite the higher domestic inflationary outturn 
relative to that of trading partners, the weaker 
Fiji dollar led to a decline (-1.0%) in the Real 
Effective Exchange Rate (REER) 2 over the 
month of November.  
Annual inflation anchored at 2.6 percent in 
November, same as the previous month. Over 

the year, prices were higher for alcoholic 
beverages, tobacco & narcotics; housing, water, 
electricity, gas & other fuels; transport; 
restaurants & hotels; and clothing & footwear.  
1 The NEER is the sum of the indices of each 
trading partner country's currency against the 

Fiji dollar, adjusted by their respective weights 
in the basket. This index measures the overall 
movement of the Fiji dollar against the basket of 
currencies. An increase in this index indicates a 
slight appreciation of the Fiji dollar against the 
basket of currencies and vice versa.  
2 The REER index is the sum of each component 

of the NEER index, adjusted by the relative price 
differential between Fiji and each of Fiji's major 

trading partners. The index measures the 
competitiveness of the Fiji dollar against the 
basket of currencies. A decline in the REER index 
indicates an improvement in Fiji's international 
competitiveness.  

Merchandise exports based on the Overseas 
Exchange Large Transactions report, declined 
annually by 4.2 percent cumulative to November 
2017, compared to the same period in 2016.  
The outturn was mainly led by lower receipts 
from timber, sugar and gold which more-than-

offset the increase in earnings from mineral 
water and fish. Similarly, merchandise imports 
fell marginally by 1.8 percent over the same 
period led by declines in fuel and food 

payments. Despite the deteriorating current 
account over the medium term, the overall 
external position remains comfortable.  

In November, foreign reserves fell by $98.3 
million to $2,311.8 million, sufficient to cover 
5.5 months of retained imports of goods and 
non-factor services (MORI). As at 29 December, 
foreign reserves stood at $2,275.9 million, 
sufficient to cover 5.5 MORI.  
 
Reserve Bank of Fiji published this content on 29 
December 2017 and is solely responsible for the 
information contained herein. 
Distributed by Public, unedited and unaltered, on 29 
December 2017 05:47:09 UTC.  
(C) Copyright 2017 - Reserve Bank of Fiji 
 
 

EMERGING MARKET 

 

Emerging market bonds - brace for 

lower yields in 2018 But there are still 

pockets of opportunities where bond 

investors can seek value 

23-Dec-2017  
EMERGING market (EM) bonds have had a 
solid run for several years now (see chart 
below). The JP Morgan Asia Credit Index 
(JACI, a widely used index of Asian USD-
denominated bonds) has returned a CAGR of 
around 7 per cent between January 2009 and 
December 2017. 

However, investors will find 2018 a much more 
challenging year to replicate this kind of 

performance, especially as interest rates rise. 
Moreover, bond valuations, following years of 
solid performance, especially over the past two 
years, have become more expensive, reducing 
further upside (The JACI BBB index, for 
example, had a yield of around 3.8 per cent as 

at December 2017, compared to 4.3 per cent at 
the start of the year). 
In this challenging environment, however, there 
are positive factors supporting bond 
performance. Firstly, continued high liquidity 
among market participants and the resultant 
search for yield provide some support for 

valuations. Secondly, credit fundamentals in Asia 

are still generally solid and default rates are 
expected to remain low. 
Consequently, barring a major global event (for 
instance, geopolitical), which would affect all 
asset classes, we do not see any major catalyst 
for a big sell-off in bonds, despite the expensive 

valuations and rising interest rates. Any big sell-
off will be seen as a buying opportunity, given 
the positive fundamental backdrop. Overall, our 
view is that while EM bond returns in 2018 will 
be lower than in 2017 (mainly coupon income, 
potentially offset by some correction in bond 

prices), there are still pockets of opportunities 
where bond investors can seek value. 
Choose quality over yield  
Bond investors should ideally focus on 
BBB/BB rated issuers as they offer arguably 
better risk-reward. The absolute yields on 
bonds rated higher than BBB are still low (less 
than 3 per cent for a five-year bond) and 
unattractive to most retail investors. 

The lower-yielding bonds are also more exposed 

to interest-rate risk, though credit risk is lower. 
A common temptation in a low-yield 
environment is to compromise on credit quality 
and go for bonds with higher yield. This is not an 
approach we advocate. Exposure to bonds lower 
than BB is suitable only for investors who have 

high risk appetite and can accept significant 
volatility. 

Moreover, such investments should be selective 
(for example where there are strong/sovereign 
shareholders) and form only a small percentage 
of the portfolio. This is because, even though 
default rates are still low, incidents of negative 
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news from lower-rated issuers have increased. 

Further, given expensive valuations (tight 

spreads), investors are not compensated 
adequately for the higher risk. Given a rising 
interest-rate environment, we also advise retail 
investors to focus on bonds of relatively short 
tenors (say around five years or less), as it is 
not easy for retail investors to hedge interest-

rate risk (unlike institutional investors who can 
short US Treasuries). 
Subordinated bonds are bonds whose claim on a 
company's assets/earnings ranks lower than 
senior bonds. 
Hence, they offer a higher yield relative to senior 

bonds to compensate for the juniority in the 
capital structure. 
For investors looking for some yield pick-up, we 

advise going down the capital structure to 
subordinated bonds of investment grade-rated 
issuers, rather than compromising on credit 
quality. 
That said, subordinated bonds have also 
gotten expensive in valuation and the yield 
pick-up between subordinated and senior 
bonds has declined materially. As an 
indication, the spread (bond yield-comparable 
treasury yield) on many Asian subordinated 
bonds have compressed to as low as around 
1.3x currently from levels of 1.5x or even 2x 

seen in the past. Hence, such investments 
should be considered only when the valuation is 

justified. 

Secondly, subordinated bonds have more 
complicated structural features (for example 
coupon structures, principal write-down, and so 
on) and investors need to get comfortable with 
these features. 
Subordinated bonds are also, generally, more 

volatile in a rising yield/spread widening 
environment, though some bonds have 
structures that could mitigate this risk (for 
example coupon resets/step-up). 
Selective opportunities outside Asia  
Currently, selective non-Asian EM bonds offer 
more attractive valuations than Asian bonds, 

though often these come with higher risk. For 
example, selected BB-rated bonds from leading 

Brazilian or Turkish banks offer a yield of around 
4.5 per cent to 5 per cent (five-year maturity), 
when comparable Asian bonds yield around 4 
per cent. However, political risk is arguably 

higher outside Asia, and hence the higher yield 
is more of a compensation for the higher risk. 
We believe selectively looking at such issuers 
with solid fundamentals would help enhance 
portfolio yield. For investors who choose only 
issuers with strong credit fundamentals, we 
believe the key issue is more bond price 

volatility than default risk. 
Within Asia, non-Chinese bonds will likely 
perform better, given a better technical 

backdrop, that is fewer primary issuance or 
lower supply of bonds. In 2017, China accounted 
for around 65 per cent of primary issuance in 
Asia, giving quality issues outside China a rarity 

value and a stronger secondary-market bid. 
In 2018, investors in EM bonds will need to 

lower their expectation on returns. Investing in 

bonds at this time is more for coupon carry and 

long-term holding, with trading opportunities 
limited by expensive valuations. We believe a 
portfolio of bonds positioned predominantly in 
solid BBB/BB names, with some exposure to 
subordinated debt and EM bonds outside Asia for 
yield pick-up, should deliver meaningful positive 

returns, which is a reasonable performance 
when you start the year at expensive valuations 
in a rising interest-rate environment. 
 
The writer is executive director and senior credit 
analyst, Group Research, DBS Bank  
Copyright (c) 2017 SHARED 
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