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ASIA 
 

Azerbaijan 

Azerbaijan raises 2018 GDP growth 

forecast to 2 pct from 1.5 pct  

29-Jun-2018  
BAKU, June 29 (Reuters) - Azerbaijan has 

raised its gross domestic product growth 
forecast for this year to 2 percent from 1.5 
percent and raised assumed oil price in a 
revised budget to $55 per barrel, Azeri news 

agencies reported. 

They said the Azeri parliament had approved the 
government's proposed budget changes on 
Friday.  
The ex-Soviet country's GDP rose by 1.1 percent 

year-on-year in January-May. Credit rating 
agency Moody's forecasts 1.5 percent economic 
growth in 2018. 
Finance Minister Samir Sharifov told lawmakers 
Azerbaijan had sold its oil at an average price of 

$71-$72 per barrel in January-May, hence the 
decision to increase the oil price on which the 

budget is based to $55 per barrel from a 
previous $45. 
Parliament also approved a 9.6 percent rise in 
spending in the budget, to 23.6 billion manats, 
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supported by projected budget revenues that 

were 9.9 percent higher, at 22.1 billion manats 

($13 billion). 
 
($1=1.7 manats) 
(Writing by Margarita Antidze; Editing by Catherine 
Evans) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bahrain 

Debt jitters push Bahraini dinar to 17-

year low as hedge funds sell  

26-Jun-2018  

•Bankers don't see concerted attack on 
dinar's peg 

•Action by central bank could stabilise spot 
market 
•But hedge funds using FX forwards as proxy 
for bonds 
•Bahrain seen by foreign investors as 
weakest link in Gulf 
•Growing concern about country's public debt 
levels 

By Andrew Torchia and Claire Milhench 
DUBAI/LONDON, June 26 (Reuters) - Bahrain's 

dinar sank to a 17-year low against the U.S. 
dollar on Tuesday as hedge funds dumped 
Bahraini bonds because of concern about the 
country's rising public debt, regional bankers 
said. 

The dinar dropped as low as 0.38261 to the 
dollar in the spot market. The bankers said they 
did not detect any concerted attack on the 
currency, but a plunge in Bahrain's international 

bond prices in recent weeks had fuelled jitters in 
the foreign exchange market.  
The central bank, which pegs the dinar at 
0.37608 and sells dollars when needed to keep 
its currency close to that level, said in a brief 
statement that it was committed to the peg and 
had no plans to alter the dinar's value. 

Bahrain lacks the ample oil and financial 

resources of its neighbours, and its state 
finances are among the weakest in the region. 
Domestic political opposition has slowed 
austerity plans designed to cut the government's 
budget deficit. 
An International Monetary Fund official 
warned last month that Bahrain needed to 
reform its finances urgently, noting that 
public debt rose sharply to 89 percent of gross 
domestic product last year and foreign 
reserves were low. 

The dinar also weakened in the one-year 
forwards market on Tuesday to its lowest since 
September 2016, while bond prices slid further 
and the cost of insuring Bahraini sovereign debt 

against default hit a record high, implying more 
than a 30 percent chance of a default in the next 
five years. 
Ehsan Khoman, regional strategist at Japanese 
bank MUFG, said the IMF's warning as well as an 

agreement among global oil producers this 

month to boost output, which could pull down oil 

prices, had added to pressure on Bahrain's 
currency. 
"We are the whipping boy of the region," said a 
Bahraini banker, noting that many international 
investors viewed Bahrain as the weakest link 
among the Gulf oil-exporting states. 

Bankers said the dinar's drop in the spot market 
did not necessarily mean the currency would 
remain under major pressure. As oil prices 
tumbled in early 2015, creating concern over the 
Saudi Arabian economy, the Saudi riyal also fell 
unusually far from its dollar peg. 

Traders said at the time that Saudi authorities 
seemed temporarily taken aback by the pressure 
on the currency, but the riyal began to rebound 

within days as the central bank organised 
additional dollar supplies and warned banks not 
to speculate. 
Nevertheless, a Western banker in the region 

said that in the immediate term, there might be 
little the Bahraini central bank could do to 
stabilise the markets. 
"There appears to be hedge fund activity -- they 
use FX as a proxy for the bonds," he said. 
"There is no panic in the market, but there is 
tension." 
Many bankers said expectations that Saudi 
Arabia, and perhaps other regional allies of 
Bahrain, would eventually provide it with 
additional financial support were preventing 
worse instability in the markets. 

Bahrain has been discussing for over a year the 
possibility of obtaining such aid from Saudi 
Arabia and other Gulf Cooperation Council 
countries, bankers and officials in the Gulf say, 

although government spokesmen have declined 
to comment. 
The small size of the Bahraini economy would 
make it relatively easy for neighbouring 
states to bail it out, which could protect their 
own economies from the risk of contagion. 
Manama has projected a state budget gap of 
$3.5 billion in 2018. 

"Given that the track record of support has been 

strong in the past and Bahrain's small nominal 

GDP size, expectations are that GCC support will 
continue," said Khoman, noting that GCC states 
pledged $2.5 billion of aid to Jordan earlier this 
month to help it weather an economic and 
political crisis. 
But a regional banker said markets still needed 

to see efforts by Bahrain itself to bring its 
finances under control.  
"The question is whether aid from other 
countries will be infinite or finite. How many 
times can it happen?" he said. 
 
(Additional reporting by Davide Barbuscia Editing by 
Catherine Evans) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Bahrain dinar, bonds rebound after 

GCC allies promise to avert debt crisis  

27-Jun-2018  
•Saudi Arabia, UAE, Kuwait pledge aid, no 
details 

•Eases fears over November 2018 sukuk 
redemption 
•Economy's small size makes bailout 
relatively cheap 
•Many sceptical over Bahrain's fiscal reforms 
•Cost of insuring Bahraini debt stays high 

By Andrew Torchia and Davide Barbuscia 
DUBAI, June 27 (Reuters) - Bahrain's dinar 

recovered from 17-year lows and its bond 
prices rebounded on Wednesday after the 

country's diplomatic allies in the Gulf pledged 
to prevent its ballooning public debt from 
triggering a financial crisis. 

Bankers said the pledge of aid to Bahrain by 
Saudi Arabia, the United Arab Emirates and 
Kuwait eased fears that Manama might be 
unable to redeem a $750 million Islamic bond 
that will mature in November. 

"It’s time to buy Bahrain," Barclays said in an 
analyst report, predicting the aid pledge would 
ease international investors' worries about the 
country's solvency. 
However, the cost of insuring Bahrain's debt 
against default remained high on Wednesday, 
suggesting many investors were still sceptical 
about the country's ability to stabilise its 
finances over the long term without repeated 

injections of aid. 

The dinar bounced to 0.37850 against the U.S. 
dollar in early spot market trade. On Tuesday, it 
had dropped as low as 0.38261, moving away 
from its official peg of 0.37608 as hedge funds 
dumped Bahraini bonds. 
The currency also recovered in the forwards 

market, which reflects expectations for its value 
in coming months. One-year dollar/dinar 
forwards fell to 210 points from Tuesday's peak 
of 408 points, their highest since September 
2016. 
The rebounding dinar prompted investors to 
buy back Bahraini debt. The yield on its 
international bond maturing in August 2023 

plunged to 7.58 percent from 8.95 percent - 
though it stayed far above early 2018 levels of 
5.22 percent. 

Saudi Arabia, the United Arab Emirates and 
Kuwait said in a statement released shortly 
before midnight on Tuesday that they were in 
discussions on aid for Bahrain and would 
consider all options to support the country. 

They promised "an integrated programme that 
will soon be announced to enable the kingdom of 
Bahrain to support its economic reforms and 
fiscal stability". No details were given. 
Supporting Bahrain makes sense for its 
neighbours economically and politically - any 

collapse of its currency could undermine 

confidence in the rest of the region. Sunni 
Muslim-led Saudi Arabia and the UAE sent 
security forces to protect the government in 
Manama from a Shi'ite-led uprising in 2011. 

The small size of the Bahraini economy would 

make it relatively easy for neighbouring states 

to bail it out. Manama has projected a state 
budget gap of $3.5 billion in 2018, far less than 
the hundreds of billions of dollars which each of 
its neighbours hold in their sovereign wealth 
funds. 
However, five-year Bahraini credit default swaps 

dropped only 16 basis points to 529 early on 
Wednesday, Markit said, remaining near record 
highs and implying a probability of around 30 
percent of a sovereign default in the next five 
years. 
Bahrain's state finances are among the 
weakest in the region; the International 

Monetary Fund warned last month that 
Manama needed to reform its finances 
urgently, as public debt had jumped to 89 
percent of gross domestic product last year.  

Domestic political opposition has slowed 
austerity plans designed to cut the government's 
budget deficit. Many bankers think that unless 
authorities can ram through tax increases and 
spending cuts, its finances will remain shaky. 

The statement by Bahrain's allies did not say 
whether they would demand policy 
commitments along with the aid, but their 
reference to economic reforms suggested there 
would be a link. 
There are signs that Bahraini officials are 
mounting a fresh effort to break the political 

impasse over fiscal reform. Last week, the 
king asked the cabinet to open a dialogue on 
pension reform with parliament, Bahraini 
members of parliament said. 

The king wants an agreement that would protect 
retirees and also guarantee the durability of the 
kingdom’s pension funds, parliament's president 
Ahmed bin Ibrahim al-Mulla said in a statement 
late on Tuesday. “The joint committee will hold 

its first meeting in coming days,” he said.  
Last month, officials said the cabinet had 
launched a similar effort to reach a deal on 
reform of the subsidies which the government 
pays to keep down living costs for its citizens. 
Saudi Arabia, connected to Bahrain on its 

eastern coast by a causeway, has for years 

provided political and economic support to its 
Sunni-ruled neighbor, which has a Shi’ite 
majority that rose up in 2011 demanding equal 
rights and an end to alleged government 
discrimination in jobs, housing and 
representation. 

Saudi Arabia and other Sunni Gulf allies accused 
Iran of stirring up those protests. More recently, 
Bahrain joined Saudi Arabia and the UAE in June 
last year to break diplomatic ties and transport 
links with Qatar, accusing it of backing 
terrorism, a charge which Doha denies. 
 
(Additional reporting by Claire Milhench in London and 
Aziz El Yaakoubi in Dubai; Editing by Janet Lawrence 
and Andrew Heavens) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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GCC Support to Ease Near-Term 

Funding Pressure on Bahrain  

28-Jun-2018  
Fitch Ratings-Hong Kong/London-June 28: The 

financial support for Bahrain being prepared 
by the GCC will ease near-term external 
financing pressures, but a more durable 
improvement in Bahrain's financial position 
will depend both on the scale and nature of 
GCC support and on Bahrain's ability to 

implement fiscal reform, Fitch Rating says. We 
expected further material support from the GCC, 
given Bahrain's small size and strategic 
importance. Bahrain's 'BB-'/Stable sovereign 

rating already incorporates significant uplift to 
reflect existing and expected GCC support. 
On Tuesday, Saudi Arabia, Kuwait and the UAE 
said that they were finalising "an integrated 
program that will soon be announced to 
enable the kingdom of Bahrain to support its 
economic reforms and fiscal stability". 
Bahrain's finance minister confirmed this, and 
the central bank reaffirmed its commitment to 

its US dollar peg. 

We think support is likely to include dollar 
deposits at the Central Bank of Bahrain (CBB) to 
improve Bahrain's weak foreign exchange 
position ahead of a USD750 million sukuk 
maturing in November. GCC countries have 
boosted central bank reserves in a range of 

countries in recent years, including Egypt, 

Yemen, Jordan and Ethiopia. We estimate that 
the CBB's reserves cover less than one month of 
current external payments (CXP), despite rising 
in April to USD2.1 billion from USD1.4 billion in 
March following a USD1 billion sukuk issue. 
Reserves have been sliding following the oil 

shock at end-2014, when they totalled USD6.2 
billion. An influx of USD3 billion-USD3.5 billion 
would put reserves back to around two months 
of CXP (their average in 2000-2015), although 
coverage would likely worsen again without 
fundamental fiscal improvements, in Fitch's 
view. 

Additional options for support could include 

Saudi Arabia allowing Bahrain a larger share of 
production from the offshore Abu Safa'a oil field. 
Bahrain currently receives half of the output 
(150,000 b/d), but has received more in the 
past, including 100% of output in some years. 

An extra 75,000 b/d (taking its allocation to 
75%) in 2018-19 would imply extra revenue of 
at least USD1.5 billion in 2018 and 2019 
(assuming Brent crude prices of USD70/b and 
USD65/b), potentially cutting the budget deficit 
and bringing public debt/GDP below 75%. 
Bahrain hopes to significantly boost its own oil 

production following a large oil discovery in 
April, but this will take at least five years. 
Another conduit could be a top-up of the GCC 

Development Fund, inaugurated in 2011. 
Bahrain's USD7.5 billion allocation has enabled it 
to reduce capital spending in the budget and has 
supported robust GDP growth. An enlargement 

may bolster medium term growth, but would not 

create as much additional fiscal space as capex 

is a smaller component of the budget. 

A boost to FX reserves and other financial 
support would bolster Bahrain's sovereign credit 
metrics, at least temporarily. The full impact will 
depend on the exact nature of GCC support, but 
without a stronger fiscal reform programme, 
Bahrain's public finances would likely come 

under renewed pressure at some point. While 
GCC support does not typically come with 
explicit conditionality, we believe that Bahrain's 
partners will push for fiscal reform measures to 
contain the need for further support. This could 
involve introducing VAT in a certain timeframe, 

for example. 
Some subsidy reforms and spending restraint 
notwithstanding, Fitch's view that the 

government had yet to identify a clear medium-
term strategy to tackle high deficits was 
reflected in our two-notch downgrade to 'BB-' in 
March. We forecast that government debt/GDP 

will edge down in 2018 to 80%, given higher oil 
prices, but then rise to 89% in 2020 and 
continue rising thereafter, as oil prices drop back 
(we forecast USD57.5/b in 2020, while Bahrain's 
fiscal breakeven price is still close to USD100/b). 
Debt maturities also pick up from 2020, 
averaging around USD1.5 billion annually in 

2020-2023. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

China 

China to issue 10 bln yuan T-bonds, $3 

bln dlr-denominated sovereign bonds  

26-Jun-2018  
BEIJING, June 26 (Reuters) - China's finance 

ministry said on Tuesday that it would issue 
10 billion yuan ($1.53 billion) of treasury 
bonds and $3 billion in dollar-denominated 
sovereign bonds in 2018. 

It also said treasury bonds will be issued in two 
tranches in Hong Kong. Each worth 5 billion 
yuan. 
The $3 billion worth of sovereign bonds will be 

issued in the second half this year, the finance 
ministry said in a statement on its website.  
 
($1 = 6.5525 Chinese yuan renminbi) 
(Reporting by Beijing Monitoring Desk; Editing by 
Simon Cameron-Moore) 
(( yifan.qiu@thomsonreuters.com ; 86-10-66271289; 
)) 
(c) Copyright Thomson Reuters 2018. 
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yuan treasury bonds in HK  

26-Jun-2018  

BEIJING, June 26 (Xinhua) -- China's Ministry 

of Finance said Tuesday that it would issue 
yuan-denominated treasury bonds worth 5 
billion yuan (about 760 million U.S. dollars) in 
Hong Kong in the near future. 

It will be the first of two rounds of overseas 
yuan-denominated treasury bonds issued by the 

ministry this year. The second round will also be 
worth 5 billion yuan and be issued in Hong Kong, 
the ministry said, without giving a specific 
timetable. 
The specific date and other details will be 
released before the issuance. 

The ministry has also planned to issue 3 billion 
dollars of U.S. dollar-denominated sovereign 

bonds overseas in the second half of 2018. 
The ministry started selling yuan-denominated 
treasury bonds in Hong Kong in September 2009 
to boost the region's economy and speed up the 
expansion of offshore yuan business. 

 
Copyright (c) 2018 Xinhua News Agency 
 
 

China readies dollar bond return  

29-Jun-2018  
•Bonds: Repeat of last year's frenzy looks 

unlikely against weak market backdrop 

By Carol Chan and Ina Zhou 

HONG KONG, June 29 (IFR) - The People’s 

Republic of China is set to issue US$3bn of 
sovereign bonds later this year, adding to its 
sovereign curve after ending a decade-long 
absence from the dollar market last October. 

Market participants expect strong demand for 
the new issue, but said a repeat of last year's 

frenzy looked unlikely against the weak market 
backdrop. 
China's US$2bn offering nine months ago was 
the country’s first US dollar sovereign offering 
since 2004. It priced at a tiny spread over US 
Treasuries and repriced the dollar curve for 
state-owned Chinese banks and corporate 
issuers.  

"There is hard demand for China's US dollar 

sovereign bonds, especially from Chinese banks 
and index funds. Moreover, the issue size is 
relatively small compared to the economy. I 
don't see any problem in terms of demand," said 
a DCM banker who was involved in last year's 
deal. 
The banker expects China will not give too much 

premium in terms of pricing and will price close 
to the secondary market curve of its US dollar 
sovereign bonds issued last year. 
Angus Hui, head of Asian credit and emerging 
market credit at Schroders Investment 
Management, also expects demand will remain 
intact as China's US dollar sovereign bonds 

provide investors with a relatively higher yield 
but low volatility among other emerging 
sovereign markets. 
STABLE SPREADS 
"Credit risk differentiation is becoming even 

more important in risk-off environments. With a 

solid sovereign rating and small issue size, 

China's planned US dollar bond will continue to 
be welcomed by the market," Hui said. 
Last October, China issued one of the tightest 
US dollar sovereign bonds on record, sealing 
its position as an economic heavyweight in 
global debt capital markets.  
The US$2bn five-year and 10-year notes, 

equally split between the two tranches, priced at 
Treasuries plus 15bp and 25bp, respectively, 
and received US$21bn in orders, or 10.5 times 
the issue size, as the rare bond offering gained 
solid support from both Chinese investors and 
international investors. 
"The Chinese government of course wants this 

year's US dollar sovereign bond to drive the 

momentum for other Chinese credits, but it 
seems pretty hard amid recent market volatility 
in the wake of US-China trade tensions and 
expectation of further interest rate hikes in the 
US," said the banker. 
Both tranches of last October's issue, which 

benefited from the extreme rarity value, have 
fallen in cash terms this year, in line with US 
Treasuries as rates have risen in the US, but 
their spreads remain relatively stable. 
The 2.125% bonds due 2022 and 2.625% bonds 
due 2027 were quoted at 96.762/97.159 and 
96.037/96.628 in cash prices on Friday morning 

or a spread of 20bp and 27bp over US 
Treasuries, respectively, according to Thomson 

Reuters.  
This year's offshore sovereign offerings from 
China will be skewed more towards dollars 
than renminbi.  

Alongside its June 26 announcement of the US 

dollar plans, the Ministry of Finance also said it 
would issue Rmb10bn (US$1.5bn) of Dim Sum 
bonds via two offerings this year, down from 
Rmb14bn last year. 
The banker said the MoF had not yet picked 
banks to handle the US dollar bond sale and the 
issue would not launch in the near term. 

RMB BONDS AFFECTED 
For the Dim Sum bonds, the MoF is set to 
auction Rmb3bn two-year notes and 
Rmb1.5bn five-year notes to non-central bank 
institutional investors on July 5 in Hong Kong 
through the Central Moneymarkets Unit and 
sell Rmb500m of notes to foreign central 
banks based on the tender result. 

Banny Lam, head of research at CEB 
International, expects demand for the sovereign 

Dim Sum bonds will be weaker this year after 
the sharp drop of the renminbi in June because 
of renewed US-China trade jitters. 
The renminbi slid more than 3% against the US 
dollar in June, erasing all the gains earlier this 
year, and has weakened to its lowest level in 

more than seven months. 
 
(This story will appear in the June 30 issue of IFR Asia 
magazine. Reporting by Carol Chan and Ina Zhou; 
Editing by Daniel Stanton and Steve Garton) 
(( C.Chan@thomsonreuters.com ; +852 2912 6604; )) 
(c) Copyright Thomson Reuters 2018. 
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India 

India Bond Traders Eye State Debt 

Valuation Tweak From Next Quarter  

28-Jun-2018  
By Dharam Dhutia and Neha Dubey 
NewsRise 
MUMBAI (Jun 28) -- Traders await RBI 

notification of revised guidelines on market-
linked valuation of state government bonds; 
some say new norms may be made applicable 
from July-September.  
“Positions had been adjusted after the new 
norms were announced at the policy,” trader 
with primary dealership says. "It will be a relief 

if the RBI does not notify them from June 
quarter," he adds. RBI on June 6 said it has 

decided state bonds should be valued based 
on observed prices and laid out parameters 
for valuation of traded and non-traded 

securities; it had said that detailed guidelines 

would be issued by June 20. Traders say 
guidelines have not been received so far. Banks 
had slowed purchases of state bonds, pushing 
up yield spreads by as much as 20 basis points 
after announcement of new norms.  
 
- By Dharam Dhutia and Neha Dubey; 
dharam.dhutia@newsrise.org; 91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Stay Higher Amid Short 

Covering At Quarter End  

29-Jun-2018  

By Neha Dubey 
NewsRise 
MUMBAI (Jun 29) -- Indian government bonds 

are set to post its third consecutive monthly 
as well as quarterly fall amid bearish 
sentiment, even as the benchmark note 
stayed higher for the day on short covering 
and as rupee rebounded against the dollar. 

The benchmark 7.17% bond maturing in 2028 
changed hands at 95.24 rupees, yielding 7.89%, 
at 1:00 a.m. in Mumbai, against 94.95 rupees 
and a 7.94% yield yesterday. The benchmark 
bond yield is higher for the third consecutive 
quarter and is so far up by 49 basis points in 
April-June.  

“Short covering aided bond prices today as 
investors got jittery due to lack of unavailability 
of the benchmark note in the repo market on 
last day of the quarter,” said a trader with a 
private bank. “However, we are not seeing 
major surge in the prices because most short 

position build up is in the benchmark paper, 

which will also be available in the weekly auction 
today.” 
Banks were not lending bonds in the repo 
market, leading to a ‘short squeeze’ and forcing 

traders to cover short positions in the secondary 

market, market participants said. 

State-owned lenders net bought bonds worth 53 
billion rupees so far this week, while foreign 
lenders net sold 40 billion rupees, data from 
Clearing Corp of India showed. 
India’s federal government is selling four bonds 
worth 120 billion rupees today, including 40 

billion rupees of the benchmark note. Traders 
expect a likely a tug of war between state-run 
and foreign banks for the 10-year bond in the 
auction. 
A rebound in rupee against the dollar after 
falling to a record low yesterday also aided bond 

prices today. The Indian unit was at last trading 
at 68.55 to a dollar against 68.79 at previous 
close. However, global markets remained 

nervous amid U.S.-China trade tensions.  
Meanwhile, India’s federal Economic Affairs 
Secretary Subhash Chandra Garg said that there 
was no need to use special tools to boost foreign 

exchange reserves currently. The rupee’s 
volatility was being managed in a sensible 
manner, he said.  
The current inflation situation was not worrisome 
and there was no need to raise the key 
monetary policy repo rate, the secretary added.  
India’s Monetary Policy Committee had hiked 

its repo rate by 25 basis points earlier this 
month and some analysts expect it to raise 
rates again as soon as in August.  

Crude oil prices remained elevated amid 

concerns about trade frictions and as market 
conditions remain tight due to supply 
disruptions. 
The benchmark Brent crude oil contract was last 

trading at $77.73 per barrel, after rising nearly 
3% this week. India imports 80% of its crude oil 
requirements.  
India’s monsoon rains in June were about 10% 
below normal, a senior official of Skymet 
Weather Services said, while the private weather 
forecaster ruled out prospects of a ‘very good’ 

monsoon this year. 
Indian states and union territories are 
expected to borrow 1.37 trillion rupees to 
1.38 trillion rupees via bonds in July to 
September quarter by conducting 12 weekly 
auctions, the central bank said yesterday. 

States borrowed 668 billion rupees in the first 
quarter of this fiscal year against a scheduled 
quantum of 1.16 trillion rupees to 1.28 trillion 

rupees. 
 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India says April-May fiscal deficit at 

55.3 pct of full-year target  

29-Jun-2018  
NEW DELHI, June 29 (Reuters) - India reported 

on Friday a fiscal deficit  of 3.45 trillion 
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rupees ($50.37 billion) during April-May 
period, or 55.3 percent of the budgeted target 

for the current fiscal year compared with 68.3 
percent a year ago. 

Net tax receipts in the first two months of 
2018/19 fiscal year that ends next March were 
1.02 trillion rupees, government data showed. 
India expects to trim the deficit to 3.3 percent of 
GDP in this fiscal year, after meeting an 

upwardly revised fiscal deficit target of 3.5 
percent of GDP in 2017/18. 
 
($1 = 68.4925 Indian rupees) 
(Reporting by Manoj Kumar; Editing by Malini Menon) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia 

Indonesia sells 5.159 trillion rupiah of 

Islamic bonds  

26-Jun-2018  
JAKARTA, June 26 (Reuters) - Indonesia's 

finance ministry sold 5.159 trillion rupiah 
($364.08 million) of Islamic bonds at an 
auction on Tuesday, above the indicative 
target of 4 trillion rupiah, its financing and 
risk management office said. 

The weighted average yield for Islamic T-bills 
maturing in December 2018 was 5.54688 
percent, higher than 5.35417 percent received 
from the previous Islamic bonds' auction on May 

30. 
The weighted average yields of the project-
based sukuk sold on Tuesday were higher than 
yields of comparable sukuk at the previous 
auction. 
In Tuesday's auction, there were no winning bids 

for the project-based sukuk maturing in October 
2025 and February 2037. 
Total incoming bids were about 7.15 trillion 
rupiah, slightly down from 7.16 trillion rupiah in 
the previous auction.  

 
($1 = 14,170 rupiah) 
(Reporting by Nilufar Rizki, Editing by Sherry Jacob-
Phillips) 
(( nilufar.rizki@thomsonreuters.com ; +6221 2992 

7611  
Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Malaysia 

Foreign funds cool on Malaysia  

29-Jun-2018  
•Bonds: Sovereign CDS hits 14-month high 
after Mahathir revives talk of ringgit peg 

By Kit Yin Boey and Daniel Stanton 
SINGAPORE, June 29 (IFR) - Foreign investors 

are pulling out funds from Malaysia and 

hedging against widening credit spreads, with 
uncertainty over government policies driving 

sovereign credit default swaps to a one-year 
high. 

The spike came as Prime Minister Mahathir 
Mohamad suggested that the government was 
looking at certain options to stem growing fiscal 
deficits and protect the ringgit. 
In an interview with Singapore-based Channel 

News Asia television last week, Mahathir said 
pegging the ringgit was not necessary for now, 
but would be considered as an option if needed. 
Mahathir pegged the ringgit to the US dollar and 
introduced capital controls during his first stint 
as prime minister in a controversial measure to 
stabilise the economy in the 1998 Asian financial 

crisis. 
The comments added to investors' nerves 
over the new government's fiscal policies, 
sending five-year sovereign CDS to 115.15bp 
on Thursday, up 9bp on the week and the 
highest since April 19 2017.  

Since its May 9 election victory, the Pakatan 
Harapan government has raised its assessment 
of total government debt to over M$1trn 

(US$251.2bn), pledged to remove the goods and 
services tax, and reopened investigations into 
the alleged misappropriation of funds from 
1Malaysian Development. 
At the same time, global sentiment towards 
emerging markets has weakened, as the 
unwinding of quantitative easing in the US 
sends dollar rates higher and makes Asian 

local currency credit look relatively less 
attractive. 

“One of the main reasons people came into 
Malaysia local bonds was due to QE (similar to 
Asian corporate bonds)," said Phil Yuhn, portfolio 
manager for emerging market debt at Man GLG. 
"We believe Malaysia doesn’t have the external 
imbalances that many other EM countries have, 

but it does have a high level of foreign 
ownership of local bonds. One of the first moves 
of the new government was to remove GST, 
which may increase the fiscal deficit, and the 
external debt to GDP is high for a Single A 
country, in our view, once you include quasi-

sovereign debt and 1MDB.” 

LIQUID HEDGING TOOL 
Foreign investors were net sellers of a 
massive M$12.9bn (US$3.2bn) of short and 
long-dated Malaysian conventional and 
Islamic debt securities in May, according to 
Kenanga Research.  
This was the highest in 14 months and more 
than double the M$4.7bn outflow in April. 

Foreign holdings of all Malaysian government 
bonds, including sukuk, fell to 25.9% in May, the 
lowest since March 2017, while foreign holdings 
of conventional government bonds only dropped 
to 41.9%.  
Similar sell-offs were seen in the equity market. 

MIDF Research reported that initial data from 

Bursa Malaysia showed net sales by foreign 
investors were at M$1.89bn in the week ending 
June 15. The ringgit came under pressure as 
well, falling to M$4.04 against the US dollar from 
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M$3.9235 at end-April. 

That has caused some investors to worry that 

Mahathir might attempt to stem the decline by 
making it harder for foreigners to sell. 
“They could start putting some controls in place 
to minimise outflows,” said Yuhn. He said that if 
foreign investors find it hard to exit their local 
currency positions, “people may use more liquid 

instruments to hedge and CDS will reflect that”. 
NOT MUCH OVERHANG LEFT 
Not all foreign investors share the nervous 
outlook.  

“Capital controls can be a concern but for now, 
we are not treating it as a base case as they still 
have other means of survival and there is no 

need to resort to such a harsh measure,” said 
one foreign fund manager.  

“They may impose some simple capital control 
to prevent domestic outflows but there is no 
point clamping down on foreign investors as 
there isn’t as much of a foreign investment 
overhang anymore.” 

Malaysia has some US$108.5bn in its official 
reserves as of end-May, a slight dip from 
US$109.5bn a month ago, according to data 
from Bank Negara Malaysia.  
Analysts believe the sell-off will continue into 
the next few months following concerns that 
credit rating agencies may put on Malaysia on 
ratings watch.  

“Additionally, the sudden resignation of Bank 
Negara Malaysia’s governor and the change in 

several government-linked corporate heads is 
also expected to add uncertainty to the domestic 
bond market,” said the Kenanga report. 
Malaysia is also exposed to the ongoing trade 
war between the US and China. 

“In our view Malaysia is one of the more 
vulnerable countries to a trade war between 
China and the US. Around 1.0% to 1.5% of its 
GDP is trade supplied to China that is 
subsequently supplied to the US,” said Man 
GLG's Yuhn. 
 
(This story will appear in the June 30 issue of IFR Asia 
magazine. Reporting by Kit Yin Boey and Daniel 
Stanton; Editing by Steve Garton) 
(( kityin.boey@thomsonreuters.com ; +65 64174549; 
Reuters Messaging: 
kityin.boey.thomsonreuters.com@reuters.net )) 
NEWS-03 
(c) Copyright Thomson Reuters 2018. 
 
 

S&P Says Malaysia 'A-/A-2' Foreign 

Currency And 'A/A-1' Local Currency 

Ratings Affirmed; Outlook Stable  

29-Jun-2018  
June 29 (Reuters) - S&P:  
S&P says Malaysia 'a-/a-2' foreign currency 
and 'a/a-1' local currency ratings affirmed; 
outlook stable. 

S&P says Malaysia's stable outlook reflects 

expectations that strong external position, 
monetary flexibility, well-established institutions 
will remain. 
S&P says expect Malaysia's core credit strengths 

will continue to support the rating following the 

recent change in government. 

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

Thailand 

Thailand plans to sell $4 bln of govt 

bonds in July-September  

28-Jun-2018  
BANGKOK, June 28 (Reuters) - Thailand plans 

to sell 133 billion baht ($4.03 billion) of 
government bonds in the July-September 

quarter as part of debt-restructuring moves, 
the finance ministry said on Thursday. 

The baht-denominated bonds, to be sold 
domestically, will have maturities between five 
and 49 years, the ministry said in a statement. 
That compares with the 113 billion baht of 
government bonds planned for the April-June 

quarter. 
 
($1 = 33.04 baht) 
(Reporting by Satawasin Staporncharnchai 
Writing by Orathai Sriring Editing by Subhranshu 
Sahu) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Vietnam 

Investors Positive on Vietnam But See 

Protectionism Risks  

28-Jun-2018  
Fitch Ratings-Hong Kong/Singapore-June 28: 
Almost 80% of attendees at the "Fitch on 

Vietnam" conference held in Hanoi in mid-
June felt that now was the time to increase 
exposure to Vietnam, while 87% felt that the 
economy would either continue its strong 
recent performance or accelerate this year. 
External risks were seen as the biggest threat to 
this upbeat outlook, with trade protectionism 
cited by almost half of the attendees and US 
interest-rate rises by 27%. 

Fitch upgraded Vietnam's sovereign rating to 
'BB' from 'BB-' in May 2018 to reflect an 
improving record of strong macroeconomic 
performance, as well as rising foreign-exchange 
reserves and a commitment by the authorities to 
contain debt levels. We also expect Vietnam to 
maintain healthy growth of 6.7% in 2018 and 

2019, supported by continued inflows of FDI into 
the export-oriented manufacturing sector and 
the expanding services sector. 
Public finances remain a rating weakness. 
Deficit ratios are above the 'BB' median, and 
the government faces contingent-liability 
risks associated with structural weaknesses in 
the banking sector and guarantees for state-
owned enterprises (SOEs).  
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However, the government has stepped up 
implementation of its privatisation 

programme, generating receipts worth around 
1.2% of GDP in 2017 - in line with the official 
target - which contributed to a fall in the 
public debt ratio last year.  

The government is targeting cumulative receipts 
worth around 5% of 2017 GDP in 2016-2020, 
which should help to contain government debt. 
The authorities have also made progress on SOE 

divestment, which is part of a restructuring plan 
that aims to improve the efficiency and 
competitiveness of the sector. 
Attendees' concerns over trade protectionism 
are likely to reflect the withdrawal of the US 
from the Trans-Pacific Partnership (TPP) last 
year and the more recent escalation of trade 

tensions between the US and China, as well as 
Vietnam's high trade dependence. The US has 
also announced tariffs on imports of iron, steel 
and washing machines, which includes Vietnam. 
That said, it is possible that some manufacturing 
activities may be shifting to Vietnam from China 
in response to the US-China trade war. 
Vietnam's financial markets could be exposed 
to volatility from US monetary tightening. In 
particular, a shift in global investor sentiment 
could trigger capital outflows from emerging 
and frontier markets, such as Vietnam. 
Attendees at our conference highlighted liquidity 
risks facing the credit markets. Un-sterilised 
reserve accumulation amid large capital inflows 

has led to a build-up in liquidity in the banking 
system in recent years, boosting credit growth 
and pushing down domestic government bond 
yields. These trends have added to the risk of 
volatility in the event that capital inflows 
reverse. 
Nevertheless, the economy's overall vulnerability 

to rising US rates and shifts in global sentiment 
is mitigated by rising external buffers and the 
implementation of a flexible exchange-rate 
mechanism since early 2016. Vietnam has also 
run consistent current account surpluses since 
2011, and its external debt-servicing 
ratio/current external receipts ratio is 4.7% - far 

below the 'BB' median of 12.1%. 

Social stability risks have also emerged this 
month with demonstrations against proposed 
special economic zones - given domestic 
sensitivities about perceived benefits to Chinese 
investors - as well as new cybersecurity laws. 
However, the risks to the sovereign credit profile 

are likely to remain limited unless there is an 
escalation that undermines investor confidence 
or disrupts economic activity significantly. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 

EUROPE 

 

Albania 

Albania to sell 2.5 bln leks (19.7 mln 

euro) of 10-yr T-notes  

28-Jun-2018  
TIRANA (Albania), June 27 (SeeNews) – Albania 

finance ministry will offer 2.5 billion leks ($23 
million/19.7 million euro) worth of ten-year 
Treasury notes at an auction on July 4, it said. 

The government securities will mature on July 6, 
2028, according to an auction notice posted on 
the website of the finance ministry. 
In the last auction of ten-year T-notes held in 

March, the finance ministry sold 3.1 billion leks 

of government paper, below its 3.5 billion leks 
target. The coupon rate on the issue slightly 
decreased to 6.95% from 7.0% at the previous 
auction of ten-year fixed-rate T-notes held in 
January. 
 
(1 euro = 125.289 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Belarus 

Belarus expects to receive $400 mln 

from Eurasian fund this year  

29-Jun-2018  
MINSK, June 29 (Reuters) - Belarus expects to 

receive $400 million from the Russia-led 
Eurasian Fund for Stabilization and 
Development by year-end, Deputy Finance 
Minister Maxim Ermolovich said on Friday. 

Ermolovich told Reuters Minsk expects to receive 
a tranche of $200 million "very soon" and 

another tranche of the same size by the end of 
the year. 
Belarus has already received $1.6 billion of a $2 
billion loan the Eurasian Fund agreed with Minsk 
in 2016. 

 
(Editing by Andrei Makhovsky Writing by Andrey 
Ostroukh Editing by Catherine Evans) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bosnia 

Bosnia's Serb Republic raises 168 mln 

euro in debut Eurobond  

25-Jun-2018  
SARAJEVO (Bosnia and Herzegovina), June 25 

(SeeNews) – The finance ministry of Bosnia's 

Serb Republic said it has raised 168 million 
euro ($195.6 million) via the issuance of five-
year Eurobonds on the Vienna Stock 

Exchange. 
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The bonds, which mature on June 28, 2023, 

carry a balanced interest rate of 4.75% per 

annum, the finance ministry said in a statement 
late on Friday. 
"By successfully executing this bond issue, 
the government of the Serb Republic 
diversified its sources of financing, reduced 
the risk of financing uncertainty, and enabled 
better planning and execution of budgetary 
inflows, as well as expenditures," the finance 

ministry said. 

It was the Serb Republic's first bond issue on the 
international market. The entity planned to raise 
200 million euro on the Vienna bourse. 
The Serb Republic is one of the two entities that 
form Bosnia and Herzegovina, the other is the 
Federation. 

 
($=0.859194 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

IMF Board postpones decision on new 

aid to Bosnia  

29-Jun-2018  
By Daria Sito-Sucic 
SARAJEVO, June 29 (Reuters) - The 

International Monetary Fund's Executive 
Board has postponed at the last minute a 
meeting called to conclude a review of 
Bosnia's loan programme which would unlock 
fresh aid, an IMF official said on Friday. 

"The IMF staff needs more time to evaluate 

recent cabinet decisions to increase veteran 
benefits and public sector wages," Francisco 
Parodi, the IMF Resident Representative in 
Bosnia, told Reuters. 
The Board was scheduled to meet on Monday 
and sign off on a review of Bosnia's 553-million-
euro ($644 million) loan programme that would 

provide 38 million euros in fresh aid to the 
country's two autonomous regions, the Bosniak-
Croat Federation and the Serb Republic. 
But the two regional governments announced 
this week new spending legislation that had not 
been agreed in detail with the lender, Parodi 

said. The laws are seen as sweeteners ahead of 

an Oct. 7 general election. 
The Bosniak-Croat Federation government has 
sent to parliament a new law expanding 
benefits of veterans from the country's 1992-
95 war, while the Serb Republic government 
is discussing on Friday a 12.5 percent rise in 
the minimum wage and a 2.5 percent increase 
in pensions starting from July. 
The two governments have already cancelled 

most of their respective auctions of domestic 
debt in the first half of 2018, citing increased 
revenues. 

This month, the Serb Republic raised 168.3 
million euros via its debut five-year Eurobond 
issue that authorities have said would reduce its 

dependence on international lenders.  
The IMF in February disbursed a 74.6-million-

euro tranche to Bosnia after its aid programme 
was unblocked following an 18-month halt over 
delays to reform.  

 
($1 = 0.8593 euros) 
(Reporting by Daria Sito-Sucic Editing by Peter Graff) 
(( daria.sito-sucic@thomsonreuters.com ; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bulgaria 

Bulgaria's gross foreign debt falls 

4.3% y/y in April  

28-Jun-2018  
SOFIA (Bulgaria), June 28 (SeeNews) - 
Bulgaria's gross foreign debt fell by an annual 
4.3% to 32.9 billion euro ($38.1 billion) at the 
end of April, the central bank said on 
Thursday. 

The gross foreign debt was equivalent to 61.3% 
of the projected 2018 gross domestic product 
(GDP), down from 68.1% of GDP at the end of 
April 2017, the Bulgarian National Bank said in a 
statement. 
Month-on-month, Bulgaria's external debt 
decreased 1.2% at end-April. 

 
($ = 0.8633 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Moody's Says Bulgaria's Credit Profile 

Reflects Strong Fiscal Position 

Challenges Include Institutional 

Quality  

29-Jun-2018  
June 29 (Reuters) –  
Moody's: Bulgaria's credit profile reflects 

strong fiscal position; challenges include 
institutional quality. 

Moody's - Bulgaria's credit challenges include its 
institutional quality and a range of factors that 
weigh on potential growth. 
Moody's says Bulgaria has moderate 
susceptibility to event risk, primarily driven by 

the country's banking system challenges. 

Moody's - in short to medium-term, Bulgaria' 
government's debt remains vulnerable to 
materialization of contingent liabilities from 
sues, and energy sector. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bulgaria aims to enter euro 'waiting 

room', EU bank union on same day  

29-Jun-2018  
SOFIA, June 29 (Reuters) - Bulgaria aims to 

join the EU's banking union on the same day it 
enters the "waiting room" for euro zone 
membership, where it must spend at least two 
years before joining the single currency, its 
prime minister said on Friday. 

Boyko Borissov said Sofia was ready to allow 
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scrutiny of its banks by the European Central 

Bank, but needed a commitment from euro zone 

states to a firm date for entry into the bloc's 
exchange rate mechanism, ERM-2. 
"The banking union and the euro zone's waiting 
room should happen on one and the same day," 
Borissov told reporters on the sidelines of an 
European Union summit in Brussels. 
As one of EU's poorest states, Bulgaria has 
been trying to build momentum for its entry 
to ERM-2 while holding the rotating EU 
presidency. Its tenure ends on Saturday. 

It had initially argued that entry to ERM-2 and 
the banking union should be separate processes, 
while the European Commission and the 
European Central Bank have said they should be 

linked. 
But some euro zone countries, concerned 
about low income levels in Bulgaria and the 
impact a legacy of corruption may have on the 
stability of its banks, do not want Sofia to join 
the single currency any time soon.  

Borissov suggested on Thursday it would push to 
apply to join the ERM-2 at a meeting of EU's 
finance ministers next month. 

But he declined to confirm that on Friday, saying 
bankers at the ECB and the European 
Commission were "very sensitive" to such 
matters. 
Bulgaria meets the nominal criteria for adoption 
of the euro, with its lev currency pegged to the 
euro, low inflation and healthy public finances.  

But economic output per capita, just half the EU 
average, and widespread graft, as well as the 
collapse of its fourth largest bank in 2014, have 
cast a shadow over its ambitions.  
It is also yet not clear how Bulgaria would 
combine the applications to enter the banking 

union and ERM-2.  
The request for the first must be filed at least 
five months before an expected entry date, 
while a reply to a request to join the ERM-2 
takes three days.  
Finance Minister Vladislav Goranov said this 
month he expected Bulgaria would be able to 

enter both within a year. 
 
(Reporting by Tsvetelia Tsolova; editing by John 
Stonestreet) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bulgaria expects budget surplus at 1.7 

percent of GDP in June  

29-Jun-2018  
SOFIA, June 29 (Reuters) - Bulgaria expects to 

post a fiscal surplus of 1.7 percent of gross 
domestic product on a cash basis at the end of 
June, the finance ministry said on Friday. 

The ministry said the Black Sea state recorded a 

surplus of 1.4 percent of GDP at the end of May, 
mainly due to better tax collection. 
Bulgaria is targeting a fiscal shortfall of 1.0 
percent of economic output this year as it allots 
more funds for education and public sector 

wages. It ended 2017 with a surplus of 0.9 

percent of GDP. 
The ministry sees the economy growing by 3.9 
percent this year mainly due to increased 
domestic demand and strong exports. The 
economy expanded by 3.6 percent in 2017. 

Government revenues in May rose 9.3 percent 
from the same period in 2017 to 16 billion levs 
($9.56 billion). Spending rose to 14.6 billion levs 

in May from 13 billion a year ago, data showed. 
Fiscal reserves held under the currency regime 
pegging the lev to the euro stood at 10.4 billion 
levs at the end of May. 
 
($1 = 1.6739 leva) 
(Reporting by Angel Krasimirov Editing by Raissa 
Kasolowsky) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia sells more bills than planned, 

yield unchanged  

26-Jun-2018  
ZAGREB, June 26 (Reuters) - Croatia sold 721 

million kuna ($113.88 million) worth of bills 
at an auction on Tuesday, beating its target, 
while the yield remained flat, finance ministry 
data showed. 

The yield on the one-year bill, which was the 
only paper on offer, stayed unchanged at 0.09 

percent. Occasionally the ministry offers three- 
and six-month bills as well as those 
denominated in euros. 
The target at the auction was 400 million kuna. 
Most of the bills, or 90 percent, were bought by 
non-banking investors. 
After the auction, Croatia's overall short-term 

debt in the local currency edged up to 18.31 
billion kuna from 18.23 billion. 
The next auction will be held on Aug. 21. Before 
that the finance ministry plans to refinance a 
bond worth 6 billion kuna that matures in July. 

 
($1 = 6.3310 kuna) 

(Reporting by Igor Ilic, editing by Louise Heavens) 
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98334 053;)) 
 
 

Czech Republic 

Czech fin min sees issuing at least CZK 

50 bln in bonds in H2, confirms full-

year outlook   

29-Jun-2018  
PRAGUE, June 29 (Reuters) - The Czech 

Finance Ministry plans to issue at least 50 
billion crowns ($2.24 billion) worth of 

domestic bonds in the second half of the year, 
it said in an update of its financing strategy 
on Friday. 
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The issuance follows 173.3 billion crown gross 

issuance in the first half, the ministry said. 

The ministry also kept unchanged the plan for 
gross issuance for the whole 2018 at "at least" 
150 billion crowns. 
The government will be repaying one bond in 
the second half with total value of 74.4 billion. 
 
($1 = 22.2970 Czech crowns) 
(Reporting by Robert Muller Editing by Michael Kahn) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Georgia 

IMF allocates further $42.3 mln 

tranche to Georgia  

28-Jun-2018  
TBILISI, June 28 (Reuters) - The IMF said on 

Thursday it had approved a further $42.25 
million loan to Georgia after it carried out 
structural reforms to support private sector 

development, improve fiscal performance and 
implement infrastructure projects. 

The credit is the third tranche under a three-
year, International Monetary Fund programme 
totalling $285 million, bringing total 
disbursements to $130 million. 

Georgia, a major conduit for Caspian oil and gas 
to Europe, has even recovering from falling 

exports and a plunge in the currencies of its 
main trading partners Russia, Turkey and 
Azerbaijan, which depressed economic growth in 
recent years. 
"Georgia has made notable progress under the 
IMF-supported programme," Tao Zhang, IMF 
Deputy Managing Director and Acting Chair, said 

after discussions by the fund's executive board. 
"All end-December quantitative performance 
criteria were met, most with significant margins, 
while most structural benchmarks have been 
implemented," he said in a statement. 
Zhang said that the former Soviet republic's 
economic growth had been stronger than 

initially envisaged, inflation had declined, the 
fiscal and external positions had improved, 
and public debt continued to diminish. 

Important progress had also been made in 
implementing the structural reform agenda, but 
Georgia remained vulnerable to external shocks, 
including market volatility in major trading 
partners. 

"Prudent macroeconomic policies and 
implementation of structural reforms are critical 
to address remaining vulnerabilities and promote 
higher and more inclusive growth," Zhang said. 
 
(Reporting by Margarita Antidze; Editing by Mark 
Heinrich) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Hungary 

Hungary sees no change in debt 

issuance after market jitters  

26-Jun-2018  
BUDAPEST, June 26 (Reuters) - There is no 

need to change Hungary's 2018 debt financing 
plan in light of recent market volatility, 
government debt agency AKK said on 
Tuesday, following a surge in bond yields and 
a sharp fall in the forint. 
Net debt issuance in the first five months 
reached the full-year target set at the start of 
2018, the AKK said in an emailed reply to 

questions from Reuters. 

It said issuance in the second half would cover 
remaining debt expiries and the possible pre-
financing of European Union-backed projects. 
Pre-financing has been a key cause of a surge in 
the budget deficit to 1.187 trillion forints ($4.25 
billion) by May, near the 1.36 trillion forint full-

year target. 
The AKK has cut back its 3- and 12-month 
Treasury bill auction offers since big forint- and 
foreign-currency-denominated expiries earlier 
this month, while the amount of bond sales 
hinges on demand and is decided after 
discussions with primary dealers, the agency 

said. 
Only a small amount of foreign-currency debt 
expiry remains for the rest of the year, but a 
foreign currency bond issue is still possible if 
market conditions are appropriate, it said. 

The AKK bought back bonds worth 158 billion 
forints early this year, compared with a target of 
200 billion forints, and depending on liquidity 

conditions, may repurchase further bonds to cut 
the amount of 2019 expiries, it said. 
 
($1 = 279.0500 forints) 
(Reporting by Gergely Szakacs and Sandor Peto; 
editing by John Stonestreet) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018 
 
 

Staff Concluding Statement of the 2018 

Article IV Mission  

27-Jun-2018  
June 27, 2018  
A Concluding Statement describes the 
preliminary findings of IMF staff at the end of 
an official staff visit (or 'mission'), in most 

cases to a member country. Missions are 
undertaken as part of regular (usually annual) 
consultations under Article IV of the IMF's 
Articles of Agreement, in the context of a 

request to use IMF resources (borrow from the 
IMF), as part of discussions of staff monitored 
programs, or as part of other staff monitoring of 

economic developments.  
The authorities have consented to the 
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publication of this statement. The views 

expressed in this statement are those of the IMF 

staff and do not necessarily represent the views 
of the IMF's Executive Board. Based on the 
preliminary findings of this mission, staff will 
prepare a report that, subject to management 
approval, will be presented to the IMF Executive 
Board for discussion and decision.  
Hungary has achieved several years of strong 
growth and substantially reduced its external 
debt. However, the public debt ratio has come 
down only to a limited extent.  
With economic expansion well entrenched, now 
is the time to do more to reduce this 
vulnerability and create space for policy to be 
able to react again when new shocks hit. 

Rebalancing the policy mix and advancing 

structural reforms would also help moderate the 
reduction of the external current account surplus 
that is being driven by strong domestic demand.  
The Hungarian economy is expected to achieve 
another year of strong growth in 2018. Staff 
projects GDP to grow by around 4 percent, 

similar to last year. The strong economic 
expansion will continue to be supported by 
robust private consumption and EU funds-
related investments. However, the output gap 
has closed. It will turn positive over the medium 
term, and growth is projected to gradually 
decelerate starting in 2019 as the utilization of 

EU funds tapers off unless substantial structural 
reforms are implemented to boost productivity 

and potential growth. Downside risks have 

increased with tightening global financing 
condition, recent developments in capital 
markets, and growing trade tensions. 
Furthermore, in the absence of structural 

reforms, the strong domestic demand is 
resulting in a rapid increase in imports and a 
narrowing of the external current account 
surplus. Asset prices and wages have been 
rising. Furthermore, consumer price inflation 
picked up to 2.8 percent in May, largely due to 
energy prices, close to the Magyar National 

Bank's (MNB) inflation target of 3 percent.  
The 2018 overall fiscal deficit is projected at 
about 2.4 percent of GDP, which is almost half 
a percentage point more than the previous 
year's deficit.  

However, in view of the strong cyclical position 
and decreased interest expenses, the 
deterioration in the structural primary balance 
would be even larger. In view of this, the 2019 

budget is an important step in the right direction 
as it aims at almost neutralizing this procyclical 
stance by targeting an overall deficit of 1.8 
percent of GDP. This will be achieved through 
lower spending on goods and services, social 
transfers, and interest payments. These savings 

will more than compensate for the planned 
reduction in social security contributions, which 
aims at lowering the tax wedge. However, since 

the mission's assumption for GDP growth in 
2019 is smaller than that of the budget, staff 
projects the overall fiscal deficit at around 2 
percent of GDP.  
In view of the increased risks, it would be 

desirable to expedite the reversal in the 
procyclical fiscal stance and the reduction in 

public debt. Such a rebalancing of the policy 

mix would also alleviate the burden on monetary 
policy. Staff would, therefore, recommend a set 
of growth-friendly fiscal measures to achieve 
smaller deficits starting in the second half of 
2018 and over the medium term. Phasing out 
the remaining sectoral taxes, broadening the tax 

base, and further enhancing tax administration 
would reduce distortions while boosting revenue 
collection. Furthermore, property taxes are low 
compared with other countries and modernizing 
them would help local governments raise 
revenue to finance spending on healthcare, 

education, and infrastructure, while protecting 
the vulnerable. On the expenditure side, 

reforming public administration would help 
reduce the wage bill while facilitating a 
competitive public salaries scale as well as 
improving the provision and quality of public 
services. There is also room to further decrease 

spending on goods and services. In addition, 
eliminating generalized subsidies, while 
protecting the poor by targeted measures, would 
enhance efficiency and save resources.  
Once inflation sustainably approaches the upper 
half of the tolerance band (3±1 percent), the 
monetary policy stimulus would need to be 

gradually scaled back. During 2017 and in early 
2018, the MNB further relaxed its monetary 
stance, mostly with the help of unconventional 

tools. Imported inflation has been low and large 
wage increases have thus far been mitigated by 
lowering social security contributions. However, 

the output gap has closed and labor shortages 
are intensifying. Against this backdrop, the 
normalization of the monetary stance should be 
data dependent. The risks related to premature 
tightening have declined now that economic 
expansion is well entrenched. Rising inflationary 
pressure and falling current account surpluses 

point to accelerating domestic demand, which 
calls for some removal of the monetary 
accommodation, starting with unconventional 
measures. We, therefore, welcome the recent 

MNB communication, which emphasizes the 
commitment to its inflation target and keeps the 
options open to take any action to achieve it. We 

also welcome the commitment to let the Market-
Based Lending Scheme expire as scheduled by 
end-2018.  
The banking sector is on average profitable, 
liquid, and well-capitalized. Bank lending to 
the private sector, including small- and 
medium-size enterprises, has been increasing. 
Non-performing loans continued to decline 

due to NPL sales and better debt service.  
Staff welcomes the MNB's continued enhancing 
of supervisory practices and guidelines in line 
with EU requirements. MNB's estimates do not 

point to a significant overvaluation of real estate 
prices. Furthermore, household debt in 

percent of GDP is relatively low compared to 
EU peers and is almost completely 

denominated in local currency.  
Nonetheless, the MNB has preemptively 
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tightened macroprudential rules to reduce risks 

and is encouraging fixed interest rate mortgage 

lending. Incentives that stimulate housing 
demand, especially the reduced VAT on new 
dwellings, should also be phased out.  
Improving productivity through structural 
reforms is key to achieving convergence and 
higher living standards. In this regard, we 

welcome the establishment of the 
Competitiveness Council and the implementation 
of some of its recommendations to improve the 
business environment. To further make progress 
in this regard, it is important to address the 
challenges in the areas of obtaining construction 

permits and electricity connection, ease of 
paying taxes, and perceived corruption. It is also 
important to level the playing field for all 

investors, including SMEs and FDI, by reducing 
red tape and simplifying the regulatory 
environment. In addition, as highlighted by the 
MNB's Competitiveness Report, there is a need 

to improve education and vocational training to 
address skills mismatches, and to continue to 
reduce the number of participants in the public 
works schemes to release them to the primary 
labor market. Increasing the availability of child-
care facilities would also improve labor market 
participation, especially among women.  

 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Poland 

Poland rate-setters see stable rates 

ahead 

28-Jun-2018  
WARSAW, June 28 (Reuters) - The majority of 

Polish rate-setters have said that stable 
interest rates would continue to help meet the 
inflation target, minutes from their meeting in 

June showed on Thursday.  

"These Council members pointed out that the 
need to take into account the monetary 

conditions in the immediate environment of the 
Polish economy, including the likelihood of the 
maintenance of negative interest rates in the 
euro area, also spoke in favour of keeping the 

current level of interest rates in the coming 
quarters," the minutes showed. 
Some rate-setters said that it might be 
justified to consider a hike in interest rates in 
the coming quarters if data suggested a 
further increase in wage growth and higher 
inflationary pressures.  

An opinion was also expressed that in the longer 
run, lower borrowing costs may have to be 

considered if economic indicators deteriorate 
significantly and if consumer and corporate 

sentiment worsens. 
Poland's central bank kept its benchmark 
interest rate unchanged at a record low of 1.50 
percent at its meeting in June. 
 
(Reporting by Agnieszka Barteczko; Editing by Marcin 

Goclowski) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 

(c) Copyright Thomson Reuters 2018. 
 
 

Poland's central budget surplus at 9.6 

bln zlotys in Jan-May  

28-Jun-2018  

WARSAW, June 28 (Reuters) - Poland's central 

budget surplus amounted to 9.6 billion zlotys 
($2.55 billion) in a January-May period, the 
finance ministry of said on Thursday. 

Budget revenue reached 154 billion zlotys over 
the period, while spending 144.4 billion zlotys, 

the ministry said. 
 
($1 = 3.7652 zlotys) 
(Reporting by Agnieszka Barteczko) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Details of Poland's debt supply for July 

and Q3  

29-Jun-2018  
WARSAW, June 29 (Reuters) - Poland's finance 

ministry plans to offer treasury bonds worth 
between 8 billion and 18 billion zlotys ($2.13 
billion-$4.80 billion) at two or three regular 
bond auctions in the third quarter, it said on 
Friday. 

The ministry said it plans two or three switch 
auctions in the July-September quarter, 

depending on market and budget conditions, at 
which it will buy back debt due this year and 
next. 
International bond markets are also possible in 
the third quarter, it said. Auctions of treasury 
bills are not planned for July, the ministry said. 
 
($1 = 3.7508 zlotys) 
($1 = 3.7495 zlotys) 
(Reporting by Agnieszka Barteczko Editing by 
Catherine Evans) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Poland has financed 60 pct of 2018 

borrowing needs  

29-Jun-2018  
WARSAW, June 29 (Reuters) - Poland has 

already financed 60 percent of its borrowing 
needs for 2018 at the end of the second 
quarter, the finance ministry said in a 
statement on Friday. 

The ministry said that at the second quarter 
switch tenders it prefinanced 5 billion zlotys for 
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its 2019 borrowing needs. The ministry released 

details of debt supply for July and the third 

quarter earlier on Friday. 
 
(Reporting by Agnieszka Barteczko and Pawel Sobczak 
Editing by Catherine Evans) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania plans to sell domestic 3.1 bln 

lei of debt in July  

27-Jun-2018  

BUCHAREST, June 27 (Reuters) - Romanian 

debt managers aim to sell leu currency bonds 
worth 3.1 billion lei ($772.87 million) in July, 
including 405 million lei at non-competitive 
rounds of auctions, the finance ministry said 
on Wednesday. 

In June, the ministry sold debt worth 3.09 billion 
lei. Yields have been under upward pressure as 
the central bank has hiked its benchmark 
interest rate three times so far this year to 

counter rising inflation. 
It has scheduled eight bond tenders in July, with 
residual maturities ranging from 1 to 13.2 years. 

So far this year, Romania has sold roughly 18.1 
billion lei and 252 million euros of domestic 
debt. The ministry has also tapped foreign 
markets for 2.0 billion euros of 2028 and 2030 

Eurobonds, as well as $1.2 billion of 2048 dollar 
bonds. 
 
($1 = 4.0110 lei) 
(Reporting by Luiza Ilie 
Editing by Radu Marinas) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania's consolidated budget 

shortfall widens to 0.9 pct/GDP  

27-Jun-2018  
BUCHAREST, June 27 (Reuters) - Romania ran a 

consolidated budget deficit of 0.9 percent of 
gross domestic product in the first five 

months, against a shortfall of 0.65 percent at 
the end of April, finance ministry data showed 
on Wednesday. 

The government targets a full-year deficit of just 
under 3 percent of GDP. In nominal terms, the 
gap was 8.14 billion lei ($2.02 billion). 
Revenues were at 11.9 percent of GDP, or 110.9 
billion lei. Spending stood at 119 billion lei. The 

five-month gap compares with a deficit of 0.3 
percent in the same period of last year. 
 
($1 = 4.0260 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 

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

Romania to issue 3.1 bln lei (666 mln 

euro) of domestic debt in July  

28-Jun-2018  
BUCHAREST (Romania), June 28 (SeeNews) - 
Romania's finance ministry plans to auction 
3.1 billion lei ($775 million/666 million euro) 
worth of government securities in July, 
including 405 million lei in non-competitive 
offers, it said on Thursday. 

The finance ministry plans eight auctions of 
government securities with residual maturities 
ranging from one year to 13.2 years, it said in a 

monthly debt issuance calendar. 

The ministry planned to auction 3.64 billion lei 
worth of government securities in June, of which 
it sold some 3.1 billion lei. 
Since the beginning of 2018, the finance 
ministry has sold roughly 18 billion lei and 252 
million euro worth of domestic debt and has 

raised 2 billion euro on international markets 
from the sale of 2028 and 2030 Eurobonds. 
 
(1 euro= 4.6537 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russia won't use Eurobonds to pay for 

infrastructure projects  

27-Jun-2018  
MOSCOW, June 27 (Reuters) - Russia has no 

plans to use funds that is raises by selling 
Eurobonds to finance infrastructure projects, 
Deputy Finance Minister Vladimir Kolychev 
said on Wednesday. 

Kolychev said infrastructure projects were 
expected to be paid for in Russian roubles. 
Russia is on track to raise state borrowing by up 
to 200 billion roubles ($3.15 billion) a year over 

the next six years to fund infrastructure 

development. 
 
($1 = 63.2000 roubles) 
(Reporting by Andrey Ostroukh; editing by John 
Stonestreet) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018 
 
 

Turkey 

Turkey downgrade review hinges on 

new government’s policies  

26-Jun-2018   
LONDON, June 26 (Reuters) - Credit rating 

agency Moody's said on Tuesday that a review 
on a possible downgrade of Turkey's 
sovereign credit rating will hinge on what 
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policies the country's government pursues 
following President Tayyip Erdogan's election 

victory this week. 

"Turkey’s rating review announced earlier in 
June will focus on the incoming government’s 
capacity and intention to implement policies that 
would promote sustainable growth and protect 
the government’s fiscal strength," Moody's said 
in a statement. 

"Such policies will be key to restoring confidence 
in the economy and provide greater assurance of 
Turkey's ability to obtain the requisite funding 
for its large current account deficit and to meet 
its external repayment requirements."  
 
(Reporting by Marc Jones, editing by Karin Strohecker) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 

542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina central bank boosts amount 

of daily auction of IMF funds  

28-Jun-2018  
BUENOS AIRES, June 28 (Reuters) - Argentina's 

central bank will auction $150 million on 
Thursday and Friday, the bank said in a 
statement, up from the $100 million in 
treasury funds offered in daily auctions that 
began last week. 

After the International Monetary Fund disbursed 
the first $15 billion of a $50 billion stand-by 
financing deal with Argentina last week, the 
central bank outlined a plan to convert$7.5 

billion of that into pesos through 75 daily 
auctions in order to finance the budget. 
It had said that each of those auctions would be 

for $100 million, but that the figure could be 
modified due to "greater seasonal needs for 
pesos." 
 
(Reporting by Luc Cohen 
Editing by Chizu Nomiyama) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina central bank boosts dollar 

sales as peso slides  

28-Jun-2018  
BUENOS AIRES, June 28 (Reuters) - Argentina's 

central bank auctioned $150 million on 
Thursday and will sell the same amount on 
Friday, the bank said in a statement, up from 
the $100 million in treasury funds offered in 

daily auctions that began last week. 

The move came as the peso currency resumed 

its slide following a week of relative stability 

after touching record lows earlier this month. 
The peso closed down 2.4 percent at 28.12 per 
U.S. dollar, and has declined 11.2 percent so far 
in June at 33.6 percent in 2018. 
The run on the peso had prompted Argentina to 

turn to the International Monetary Fund (IMF) 
for a $50 billion stand-by financing deal. 
The IMF disbursed the first $15 billion last week, 
and the central bank outlined a plan to convert 
$7.5 billion of that into pesos through 75 daily 
auctions to finance the budget. 
It had said that each of those auctions would be 

for $100 million, but that the figure could be 
modified due to "greater seasonal needs for 

pesos." 
The $150 million auctioned on Thursday at 1 
p.m. local time (1600 GMT) were sold at an 
average price of 27.75 pesos per dollar. 
 
(Reporting by Luc Cohen 
Editing by Chizu Nomiyama and Diane Craft) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Brazil 

Brazilian government's fiscal deficit 

smaller than expected in May  

28-Jun-2018  
BRASILIA, June 28 (Reuters) - Brazil's 

government posted a smaller-than-expected 
fiscal deficit in May, in an unexpected boost to 
President Michel Temer's efforts to curb public 

debt growth. 

The central government, which includes federal 
ministries, the social security system and the 
central bank, posted a deficit of 11.024 billion 
reais ($2.9 billion) before interest payments, 
compared to the median estimate in a Reuters 

poll of economists for a deficit of 12.1 billion 

reais.  
 
($1 = 3.85 reais) 
(Reporting by Mateus Maia Writing by Bruno 
Federowski Editing by Paul Simao) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Chile 

Chile sets IPTs on Euro clearable peso 

bond  

28-Jun-2018   
By Natalie Harrison 
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NEW YORK, June 28 (IFR) - Chile, rated 

Aa3/A+/A, has announced initial price 
thoughts on a peso-denominated Euro 
clearable two-part bond that is expected to 
price on Thursday, a source close to the deal 
told IFR. 

IPTs on a five-year tranche, maturing March 
2023, are at a yield of 4.2% area. The coupon 
has been set at 4%. IPTs on the 12-year 
tranche, maturing September 2030, are at a 

yield of 4.95% area, with the coupon set at 
4.7%. 
Each tranche is expected to be benchmark size, 
which indicates the total deal will be at least 
US$1bn-equivalent. 
HSBC, Itau and Scotiabank are managing the 
offering, and books are beginning to build, said 

the source. The issuer met with accounts in 
Boston, London, the West Coast and New York 
earlier this week, and also held calls with 
investors. 
Chile sold euro and US dollar bonds in January, 
but the issuer also has a local curve which 

bankers used to help gauge fair value for the 
Euro clearable deal. 
 
(Reporting by Natalie Harrison 
Editing by Davide Scigliuzzo) 
(( natalie.harrison@thomsonreuters.com ; 646 223 
4070; Reuters Messaging: 
natalie.harrison.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

S&P Says Republic Of Chile 'A+/A-1' 

Foreign Currency Ratings Affirmed 

Outlook Remains Stable  

29-Jun-2018  
June 28 (Reuters) –  
S&P ays republic of Chile 'a+/a-1' foreign 
currency ratings affirmed; outlook remains 
stable. 

S&P says expect Pinera administration to 
continue with Chile's rules-based fiscal policy, 
take measures to boost long-term economic 
growth prospects. 
S&P says Chile's stable outlook reflects S&P's 

view that gradual fiscal consolidation & recovery 
in GDP growth will help stabilize Chile's public 
finances. 
S&P says favorable GDP growth should boost 
government revenue, improve Chile's fiscal 
balance this year, helping to stabilize net 
general government debt burden. 

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

Mexico 

Mexico says will hold bond issuance 

steady in third quarter  

28-Jun-2018  
MEXICO CITY, June 28 (Reuters) - Mexico's 

finance ministry said on Thursday it would 
hold steady its plans for bond issuance in the 

third quarter and that it would vary amounts 
of 6-month and 1-year T-bills.  

The total amount of peso-denominated bonds 
and inflation-linked Udibonos would remain 
unchanged compared with the previous quarter, 
the ministry said in a statement.  
The ministry said that it would begin to offer 

variable amounts of longer-term Cetes, or T-
bills, replacing fixed sums offered in previous 
quarters.  
 
(Reporting by Miguel Angel Gutierrez; Editing by 
Michael O'Boyle and Chizu Nomiyama) 
(( daina.solomon@thomsonreuters.com ; +52 55 5282 
7150; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Paraguay 

S&P Says Paraguay 'BB/B' Ratings 

Affirmed Outlook Remains Stable  

25-Jun-2018  

June 25 (Reuters) –  
S&P says Paraguay 'BB/B' ratings affirmed; 
outlook remains stable. 

S&P on Paraguay says expect continuity in key 
economic policies following transition from 
president Horacio Cartes to president-elect Mario 

Abdo Benitez. 
S&P says Paraguay's stable outlook reflects 

S&P's expectation of continued good GDP growth 
and small current account deficits in the coming 
3 years. 
S&P says believe that Paraguay's "institutional 
framework and its polarized political landscape" 
could lead to weakening investor confidence. 

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

Peru 

Peru central bank to ease dollar 

reserve requirements in July  

29-Jun-2018  
By Marco Aquino 
LIMA, June 28 (Reuters) - Peru's central bank 

said on Thursday it would reduce reserve 
requirements for dollar deposits to 35 percent 

from the current 36 percent, beginning in 
July, in an effort to boost credit and liquidity 
in local markets. 

The measure will allow $169 million to be 
injected into the country's financial system, the 
bank said in a statement. 
Peru's central bank has been easing dollar 

reserve requirements since early 2017 in an 

effort to counter a slowdown in credit and a 
period of higher international interest rates. 
Central Bank President Julio Velarde said earlier 
in June that the central bank would nonetheless 
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keep the foreign currency reserve requirement 

"relatively high" as a buffer against an unlikely 

run on dollars in one of Latin America's most 
stable economies. 
The reserves are a percentage of the deposits 
that financial institutions and banks must keep 
in their vaults. 
 
(Reporting by Marco Aquino; Writing by Dave 
Sherwood; Editing by Peter Cooney) 
(( dave.sherwood@thomsonreuters.com ; +56 9 9138 
1047, +56 2 2370 4224; Reuters Messaging: 
dave.sherwood.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

AFRICA 
 

Moody's Says East African Economies 

To Grow Rapidly Over Next Two Years 

Highest Growth In Rwanda And 

Tanzania  

25-Jun-2018  
June 25 (Reuters) –  
Moody's says east African economies to grow 
rapidly over next two years; highest growth in 
Rwanda and Tanzania. 

Moody's says Kenya, Rwanda, Tanzania, and 

Uganda will be among fastest growing 
economies in Sub-Saharan Arica and globally 
over next two years. 

Moody's says as Sub-Saharan Africa region's 
largest and most diversified economies, Kenya 
and Tanzania have a greater capacity to absorb 

shocks. 
Moody's says Kenyan economy is more 
diversified than regional peers, which has 
supported its relatively high and stable growth 
rates over past decade. 
Moody's says Tanzania's production base is well 
diversified and benefits from significant 

exploitable natural resources. 
Moody's says Rwanda's economy suffers from 
many constraints like landlocked location, low 
incomes, poor infrastructure & relatively high 

political risk. 
Moody's says high growth expected in Kenya, 
Rwanda, Tanzania, Uganda partly driven by 

public spending, especially in infrastructure to 
support economic development. 
Moody's says over longer term, start of oil 
production could significantly boost growth and 
external payments position in Uganda. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Congo Republic 

IMF board to consider bailout for 

Congo Republic on July 6  

27-Jun-2018  
JOHANNESBURG, June 27 (Reuters) - The 

Executive Board of the International Monetary 
Fund will examine debt-crippled OPEC 

member Congo Republic's request for a 
bailout on July 6, according to an IMF 
calendar seen by Reuters on Wednesday.  
Like other central African oil producers, Congo 
has been hit hard by low crude prices and is 
struggling under the weight of over $9 billion 
in debt, equivalent to around 110 percent of 
its gross domestic product. 

Following a mission to Congo in April, an IMF 
delegation said it had "reached broad 

understandings on policies" it could support 
within the framework of an arrangement under 
the Fund's Extended Credit Facility. 
However, before it could submit a deal to the 
board, the delegation said Congo would need to 
fulfill conditions including making progress 

towards restructuring debt the Fund considered 

unsustainable.  
Congolese authorities are currently in talks with 
creditors, including trading houses Trafigura and 
Glencore, from which it has borrowed around $2 
billion.  
Congo joined the Organization of the Petroleum 

Exporting Countries (OPEC) last week as it 
moves ahead with new projects that could see it 
become sub-Saharan Africa's third-largest oil 
producer with a target of 350,000 barrels per 
day this year. 
 
(Reporting by Joe Bavier; Editing by Aaron Ross and 
Catherine Evans) 
(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 

joe.bavier.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

Egypt current account deficit narrows 

as tourism rises  

28-Jun-2018  
CAIRO, June 28 (Reuters) - Egypt's current 

account deficit for the third quarter of the 
2017-18 fiscal year narrowed to $1.93 billion 
from $3.1 billion a year earlier as tourism 
revenues improved, data from the central 
bank and Reuters calculations showed on 
Thursday. 

Egypt has been trying to tighten its finances and 
draw back investors, using economic reforms 
tied to three-year $12 billion IMF loan 
programme it began in late 2016. 
The country's fiscal year runs from July through 
June. 
The data showed that tourism revenues rose to 

$2.27 billion in the quarter, which runs from 
January through March, from $1.256 billion in 
the same quarter a year ago. Expatriate 

remittances increased to $6.46 billion from 
$5.78 billion. 
Net foreign direct investment inflows declined to 

$2.26 billion in the quarter from $2.28 billion. 
The trade deficit improved, dropping to $9.26 
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billion from $9.35 billion. 

Suez Canal revenues edged up to $1.39 billion in 

the quarter from $1.20 billion a year ago. 
The overall balance of payments improved, 
hitting a surplus of $5.38 billion for the quarter 
versus $3.97 billion last year. 
 
(Reporting by Eric Knecht; editing by Larry King) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 

8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Gabon 

Gabon's economy to recover in 2018, 

needs progress on reforms, IMF says  

26-Jun-2018  
LIBREVILLE, June 26 (Reuters) - Gabon's 

economic growth is expected to rise to 2 
percent in 2018 from 0.5 percent a year ago 
thanks to robust growth in agriculture, mining 
and logging, which enabled it avoid a 
recession, the International Monetary Fund 

said. 

The oil-dependent central Africa nation was 
forced to turn to the IMF for a bailout after oil 
prices slumped from 2014 to 2016. In return, it 
promised to carry out tough reforms, including 
deep spending cuts. Now economic activity is 

stabilising, the IMF said a statement late on 
Monday. 

"Economic growth appears set to recover in 
2018 and reach 2 percent, which is a more 
modest bounce back than previously expected," 
Alex Segura-Ubiergo, who led an IMF review 
mission to Gabon from June 13 to 25, said in the 
statement. 
The IMF board approved about $642 million 
facility in June last year to help Gabon's 
recovery programme. 
The mission said it was still concerned over 
Gabon's weak program performance, 
substantial fiscal slippages, and disappointing 
progress on structural reforms. 

"There was also insufficient progress to contain 
current spending -- wages and salaries, 
transfers, subsidies and special accounts -- and 

weak non-oil revenue collections," IMF said. 
It added that the government's efforts to clear 
domestic and external arrears was also slower 
than expected, and many important structural 
reforms had been delayed or not implemented 
as planned. 
Gabon last week announced further austerity 

measures that included a 15 percent reduction 
of spending by government institutions and 
administration and a 10 percent reduction the 
salary of cabinet members. 
It also announced staff reductions at ministries 

and other government agencies, froze hiring at 

all levels, forced those on long-term sick leave 
to retire and planned to cancel the contracts of 
temporary hires who are over 60. 
The belt-tightening could spark protests in 

Africa's fourth- largest oil producer, which has 

seen output decline to around 220,000 barrels 

per day as its fields mature. 
A leader of Gabon's largest public administration 
trade union, Dynamique Unitaire, on Tuesday 
rejected the austerity measures announced by 
the government and called for nationwide civil 
disobedience campaign. 

 
(Reporting by Geraud Wilfried Obangome, writing by 
Bate Felix, editing by Larry King) 
(( bate.felix@thomsonreuters.com ; +33 1 49 49 55 
70; Reuters Messaging: 
bate.felix.reuters.com@reuters.net ; Twitter: 
https://twitter.com/BateFelix) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana 

Ghana sells 237.8 mln cedis ($50 mln) 

0f 3-yr local bonds at 17.5 pct yield  

28-Jun-2018  
ACCRA, June 28 (Reuters) - Ghana sold 237.8 

million cedis ($50 mln) worth of 3-year 

domestic currency bond on Thursday and will 
pay a yield of 17.5 percent, transaction 
arrangers said. 

The issuance, open to foreign investors, 
attracted offers worth 238.8 million cedis, co-
arrangers Barclays Bank Ghana said in an email 

to Reuters.  
Initial pricing guidance for the paper, which 

matures in June 2021, was set at 17.0 percent 
to 17.75 percent. Settlement is slated for July 3. 
 
($1 = 4.75 Ghanaian cedis) 
(Reporting by Kwasi Kpodo) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Guinea 

Guinea says IMF board approves $24 

million credit facility  

27-Jun-2018  
CONAKRY, June 27 (Reuters) - The 

International Monetary Fund (IMF) has 
approved $24 million for Guinea to support 
the economy of the bauxite-producing West 
African nation, the Finance Ministry said on 
Wednesday. 

Guinea, whose economy has been hit by low 
global commodities prices, reached a deal with 
the IMF in December giving it access to $650 
million in non-concessional borrowing under a 

three-year Extended Credit Facility, running 

from 2017 to 2020. 
The IMF programme aims to help Guinea, 
Africa's top producer of the aluminium ore 
bauxite, boost spending on infrastructure 
projects. 
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Finance Minister Mamadi Camara said in a 

statement the $24 million would enable Guinea 

to secure other budgetary support from partners 
including $50 million from the World Bank and 
20 million euros ($23.16 million) from the 
European Union. 
 
($1 = 0.8636 euros) 
(Reporting by Saliou Samb  Writing by Bate Felix 

Editing by Edmund Blair) 
(( bate.felix@thomsonreuters.com ; +33 1 49 49 55 
70; Reuters Messaging: 
bate.felix.reuters.com@reuters.net ; Twitter: 
https://twitter.com/BateFelix) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Nigeria 

Nigeria eyes $2.8 bln debt from 

offshore sources 

27-Jun-2018  
By Chijioke Ohuocha 
LAGOS, June 27 (Reuters) - Nigeria plans to 

raise $2.8 billion of debt offshore as part of its 
2018 budget and will explore all options to 
lower costs, the head of the Debt Management 

Office (DMO) told Reuters. 

The government has laid out plans to borrow 
abroad even though interest rates are rising in 
the United States which could see the west 

African country pay a higher premium on this 
occasion compared with its most recent debt 
sale in February. 

Nigeria, which left recession last year, approved 
a three-year plan in 2016 to borrow more from 
abroad so that 40 percent of its loans would 
come from offshore in an attempt to lower 
borrowing costs. It now has around 23 percent 
of its debt from abroad, up from 16 percent 
when it approved the plan. 
The debt office has sent a request for a 
proposal to banks for an international bond 
offering, IFR reported, citing sources. 

"We will explore all options keeping in mind our 
twin objectives of extending the tenor of the 

debt stock and lowering costs," Patience Oniha 
told Reuters, without giving details.  
Nigeria's parliament needs to approve the new 

borrowing.  
Oniha in January said the DMO could tap capital 
markets or concessionary loans from the World 
Bank and would consider funding options after 
the 2018 budget had been approved. 
President Muhammadu Buhari last week signed a 
record 9.12 trillion naira budget for 2018 into 

law, aimed at fostering growth in Nigeria before 
elections next February, in which he will seek a 
second term. 
Growth rates in Nigeria have bounced back 
since the third quarter of 2016, when a 
recession, its first in 25 years, hit bottom. It 
exited that contraction last year, largely due 
to higher oil prices, with the country relying 

on crude sales for much of its revenue. 

However, growth slowed in the first quarter of 
2018 for the first time since pulling out of 

recession as its non-oil sector struggled. 

Nigeria raised $2.5 billion through a dual-

tranche Eurobond offering in February, selling a 
12-year note at 7.1 percent to raise $1.25 billion 
and a 20-year tranche at 7.7 percent. 
The February deal was the second international 
bond sale in less than three months, after the 
debt office raised $3 billion through an offering 

of 10- and 30- year bonds in November. 
 
(Reporting by Chijioke Ohuocha; 
Editing by Alexis Akwagyiram/David Evans) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

World Bank approves $2.1 bln loans for 

Nigerian projects  

28-Jun-2018  
LAGOS, June 28 (Reuters) - The World Bank 

said on Thursday it had approved a total of 
$2.1 billion in concessionary loans to fund 
projects in Nigeria aimed at improving access 
to electricity and promoting governance. 

The projects approved by the International 
Development Association (IDA), the bank's low-
interest arm, are expected to support Nigeria's 
economic growth plan. 
Growth rates in Nigeria have bounced back since 
the third quarter of 2016, when a recession, its 

first in 25 years, bottomed out. Growth returned 

largely due to higher oil prices, with the country 
relying on crude sales for much of its revenue. 
However, growth slowed again in the first 
quarter of 2018, as the country's non-oil sector 
struggled. 
The government expects growth to rise to a pre-
recession level of 7 percent by 2020. 
The World Bank said more than half of the 
loans would be used to fund power and 
climate change projects and boost fiscal 
transparency. It also approved a $7 million 
grant for nutrition. 

Nigeria privatised most of its power sector in 
2013 but retained control of its dilapidated 

monopoly transmission grid, often blamed for 
hobbling growth. 
The country intends to raise $2.8 billion of 
debt offshore to help part-finance its 2018 
budget and plans to explore all options to 
lower costs, the debt office head told Reuters. 

The debt office said it could tap capital markets 
or concessionary loans from the World Bank 
after the 2018 budget had been approved.  
 
(Reporting by Chijioke Ohuocha; Editing by Mark 
Potter) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Britain and Nigeria exploring ways to 

list naira bonds in London  

29-Jun-2018  
By Chijioke Ohuocha and Didi Akinyelure 

LAGOS, June 29 (Reuters) - Britain and Nigeria 

are exploring ways to list naira-denominated 
bonds on the London Stock Exchange to help 
fund infrastructure projects in the West 
African country, the City of London's Lord 
Mayor told Reuters. 

Charles Bowman, who acts as an ambassador 
for the British capital's financial district, made 
the comments during a three-day visit to Nigeria 

during which he held talks with the vice 
president, trade minister and representatives of 
both Nigeria's stock exchange and central bank.  

Nigeria, once a darling for frontier investors, 
suffered its worst recession in a generation in 
2016 after the price of its main export - oil - 
collapsed. It has since recovered but growth is 

fragile, with dilapidated infrastructure holding it 
back. 
"We are looking at clever methods of 
essentially being able to list, by way of 
example naira-denominated bonds, but having 
those listed on the London Stock Exchange. 
Having local bonds with an access point into 
the London Stock Exchange," said Bowman.  

Bowman, speaking to Reuters in an interview in 

Nigeria's commercial capital Lagos, did not 

provide specific details of who had been involved 
in the talks, how advanced discussions were or 
when such a move could take place.  
"We have a lot of capital in London but we don't 
have the projects to support. Nigeria has lots of 
projects to support and not the capital - you are 

reliant on the banking structure," said Bowman.  
"Unleash the capital market, link London and 
Nigeria and what a great opportunity," he said.  
Britain voted in 2016 to leave the European 
Union, which has forced London to rethink its 
trade ties with the rest of the world. The United 

Kingdom and the EU struck an agreement in 
December that opened the way for talks on 
future trade ties. 

"Nigeria is an example where in due course one 
would hope to have a profitable, pragmatic free 
trade agreement," said the lord mayor.  
His comments come after Britain in February 

said its export finance agency would add the 
naira to its list of "pre-approved currencies", 
allowing it to provide financing for transactions 
with Nigerian businesses denominated in the 
local currency. 
He said the finance agency has so far provided 
20 million pounds to local businesses from its 

750 million pound facility.  
Britain is due to leave the EU in March next 
year, a month after presidential elections are 
scheduled to take place in Nigeria.  

Bowman said peaceful elections next year could 
help boost Nigeria's image abroad and attract 

the sort of capital badly needed in the West 
African nation to develop infrastructure and 
propel growth. 

 
(Editing by Alexis Akwagyiram and Toby Chopra) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

South Africa's May budget deficit 

narrows year-on-year  

29-Jun-2018  
JOHANNESBURG, June 29 (Reuters) - South 

Africa recorded a budget deficit of 17.686 
billion rand ($1.28 billion) in May, compared 
with a shortfall of 21.188 billion rand a year 
ago, Treasury data showed on Friday. 

The table below shows revenue and expenditure 
for the first month of the 2018/19 fiscal year, 
compared with the previous financial year. These 
are also expressed as a percentage of the 
2018/19 budget and the preliminary outcome for 
2017/18. 
 
($1 = 13.7676 rand) 
(Reporting by Mfuneko Toyana Editing by Joe Brock) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

World Bank approves $500 mln loan 

for Tunisia  

28-Jun-2018  
TUNIS, June 28 (Reuters) - The World Bank has 

approved a new $500 million loan to support 
economic reforms in Tunisia, the state news 
agency said on Thursday.  

The loan is aimed at promoting private 

investment and creating opportunities for small 
businesses, while protecting vulnerable 

households and increasing energy security, TAP 
news agency said. 
It will also support concrete actions to simplify 
import and export procedures, open sectors to 

investment, and improve access to credit for 
small businesses and create a more sustainable 
and greener energy sector, TAP said. 
Tunisia dropped into a deep economic slump 
following the overthrow in 2011 of autocratic 
leader Zine El-Abidine Ben Ali. 
Praised as a model of democratic transition, it 
has so far mostly failed to deliver on planned 
economic reforms to help create jobs and cut 
public deficits. 

Successive governments have failed to cut the 

budget deficit, and Tunisia needs $3 billion in 
foreign loans this year alone. 
 
(Reporting by Tarek Amara 
Editing by Andrew Roche and Andrew Heavens) 
(( Aidan.Lewis@tr.com ; +216-29850352; )) 
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(c) Copyright Thomson Reuters 2018. 
 
 

Zambia 

Zambia won't fail to pay debt, finance 

minister says  

28-Jun-2018  
LUSAKA, June 28 (Reuters) - Zambia will not 

fail to pay its debt, Finance Minister Margaret 
Mwanakatwe said on Thursday, after concerns 
emerged about the southern African country's 
debt levels. 

Mwanakatwe also told parliament that Zambia, 
one of the largest copper producers in Africa, 

would keep reviewing its mining tax regime to 

ensure it is in line with "what the country 
wants". 
 
(Reporting by Chris Mfula 
Writing by Alexander Winning Editing by Ed Stoddard) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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