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ASIA 
  

China 

China to use up 2019 local government 

bond quota by end-September  

25-Mar-2019  
BEIJING/SINGAPORE, March 25 (IFR) - China 

plans to use up its Rmb3.08trn (US$458bn) 
local government bond issuance quota for 
2019 by the end of September to support the 
economy in the face of a sharp slowdown in 
infrastructure investment. 

Speaking at the China Development Forum on 
Sunday, Finance Minister Liu Kun said local 
government bond issues will be prioritised to 
support large infrastructure projects and repay 

old debt by local governments. 
But he also said that cities and counties with 
high implicit debts risks should reduce their 
debt levels as soon as possible. 

In December, the State Council approved a plan 
to speed up issuance by allowing local 
governments to start issuing debt from January, 
rather than the typical start in March, when 

quotas are approved at the National People’s 

Congress.  
 
(Reporting by Yanfei Wang and Daniel Stanton; Editing 
by David Holland) 
(( Yanfei.Wang@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Chinese local government bonds 

receive strong demand from retail 

investors  

27-Mar-2019  
BEIJING/SINGAPORE, March 27 (IFR) - Chinese 

local government bonds received strong 
demand after financial regulators for the first 
time allowed commercial banks to sell bonds 
from six provincial and municipal 
governments to individual investors. 

Bonds from four regions - Zhejiang province, 
Ningbo city, Sichuan province and Shandong 
province - that opened channels to retail 
investors earlier this week sold out quickly as 

investors showed their strong belief in 

government credits. 
For instance, Zhejiang’s five-year Rmb2.2bn 
(US$327m) bond priced at 3.04% drew strong 
demand as it opened to individuals on Monday. 
The Rmb1.1bn quota allocated to retail investors 
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sold out in just a few hours early in the morning, 

according to Zhejiang provincial financial 

bureau. 
Local government bonds issued by Shandong 
will be available for investors tomorrow, and 
Beijing from next Monday. 

The Ministry of Finance has chosen Zhejiang, 
Ningbo city, Sichuan, Shaanxi, Shandong and 
Beijing as the first batch of pilot regions to sell 

government bonds to individuals through bank 
counters and internet banking as part of efforts 
to broaden sales channels and support local 
governments’ infrastructure construction. All of 
the pilot regions have Triple A local ratings. 
The six pilot regions located in the eastern and 
central parts of China have stronger financial 

performances than other less-developed areas. 

Individuals are able to purchase local 
government bonds at local bank counters or via 
internet banking from Industrial and Commercial 
Bank of China, Agricultural Bank of China, Bank 
of China, China Construction Bank, Bank of 

Communications, Industrial Bank, Shanghai 
Pudong Development Bank and Bank of Ningbo. 
 
(Reporting by Yanfei Wang and Daniel Stanton; Editing 
by Vincent Baby and David Holland) 
(( Yanfei.Wang@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Beijing issues 1st gov't bond to smaller 

investors  

29-Mar-2019  
BEIJING, March 29 (Xinhua) -- Beijing will 

issue 2 billion yuan (298 million U.S. dollars) 
in local government bonds Friday, available 
over the counter at commercial banks for the 
first time to smaller investors. 

Individual, small and medium-sized institutional 

investors can buy the bonds at 11 banks, 
including Industrial and Commercial Bank of 
China, Agricultural Bank of China, China 
Construction Bank and Bank of China between 
April 1 and 3. The purchase threshold is 100 
yuan, according to the municipal bureau of 
finance. 

The funds raised will be used for land reserve 
and shantytown renovation projects in the 
suburban districts of Daxing and Fangshan, it 
said. 
Beijing is among six provincial-level regions 
nationwide to pilot the over-the-counter 
government bond issuance at commercial banks 

to smaller investors starting this week. 
Previously, local government bonds were only 
sold and traded on the interbank bond market 
and on domestic stock exchanges. The 
investors mainly included banks, securities 
firms and fund management companies. 

The move is of great significance in terms of 

broadening the channels for bond issuance by 

local governments, implementing the proactive 
fiscal policy and diversifying investors in local 
government bonds, as well as expanding 
channels for property-based earnings by offering 
more investment choices to individuals, small 

and medium-sized institutions, said Han Jie, 

spokesperson of the finance bureau. 
China's local governments ramped up bond 
issuance in the first two months of the year to 
ensure enough funding for major projects and 
stabilize investment.  

 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

China has room to maneuver on debt, 

deleveraging to be paced 

29-Mar-2019  
BOAO, China, March 29 (Reuters) - China has 

ample room to maneuver on debt and it will 
take a paced approach towards deleveraging, 

a deputy head of the country's foreign 
exchange regulator said on Friday. 

China is very serious about tackling debt risks, 
Xuan Changneng, a deputy head of the State 
Administration of Foreign Exchange told 
reporters at the Boao Forum. 
Concerns about debt risks in China are 
increasing as policymakers roll out more 

measures to support the slowing economy.  

 
(Reporting by Kevin Yao and Beijing Monitoring Desk; 
Editing by Kim Coghill) 
(( yifan.qiu@thomsonreuters.com ; 86-10-66271289; 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 

China awaits first Italian Panda  

29-Mar-2019  

By Yanfei Wang and Helene Durand 
BEIJING/LONDON, March 29 (IFR) - Italian 

agency Cassa Depositi e Prestiti is about to 
sell its first Panda bonds, adding to the list of 
sovereigns, supranationals and agencies 
lining up to tap the Chinese domestic bond 
market. 

The state lender is eyeing up to Rmb5bn 
(US$742.7m) of Panda bonds across various 

tranches and is working with Bank of China. At 

least one tranche is expected in the coming 
weeks, according to a plan revealed during 
Chinese President Xi Jinping’s state visit to Italy 
last week. 
The deal comes amid some concerns around the 
rising funding costs for Panda bond issuance that 

have delayed some potential deals. 
"There's a lot of noise around Italy doing a 
Panda bond via CDP,” said a London-based debt 
market banker who has been working on Panda 
mandates. 
The banker said that at the time of winning the 

mandates there was a big cost advantage for 
issuers, but that has since faded. 

“The market has moved since quite aggressively 
and now it would cost them 20bp-30bp,” the 
banker said. “Having said that, all the issuers we 
have mandates from are still going to pursue 
Panda bonds for political and strategic reasons." 

The banker said four or five Panda issuers are in 

mailto:Publicdebtnet.dt@tesoro.it
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the pipeline and the typical issue sizes are 

expected to be US$200m–$300m. Such volumes 

would build momentum for others, after a 
planned Panda issue from Belarus seemingly 
stalled in late 2018. 
Italy's Panda plan was announced as it 
became the first G7 country and the biggest 
European economy to sign up to China's Belt 

and Road Initiative. Portugal and one other 

European country may also issue Panda bonds 
following Italy, both of which have shown 
interest in the BRI, according to people familiar 
with the matter. Separately, the African 
Development Bank has also held a roadshow in 
China, while Panama has also been linked with a 
potential issue. 
Some market participants see plenty of room 
for optimism for the nascent market this year, 
mainly driven by a search for cheap funding 
channels, even if the cross-currency swap 
rates may not be favourable at the moment. 

“There might be some short-term fluctuations 
for Panda bond issuance, but we expect the 
funding costs to remain low until the end of the 
year as key reference rates, for instance, the 

China Development Bank 10-year YTM, are on 
the track to continue to decline,” said Felix Sun, 
head of foreign exchange, rates and credit at 
UBS Securities. 
Issuers looking to convert renminbi proceeds 
from Panda bonds into dollars using cross-

currency swaps are also likely to benefit from an 

expected rise in dollar/renminbi CCS rates. 
Beijing’s new Panda bond guidelines issued last 
year are also likely to encourage more foreign 
entities to sell renminbi-denominated bonds, 
with a wider definition of qualified issuers and 
looser controls on how proceeds are used. 

New Development Bank, a multilateral 
development bank established by Brazil, Russia, 
India, China and South Africa, issued the first 
Panda bond after the new guidelines came out.  
“Real estate issuers and Chinese red chips that 
have been restricted by government regulations 
may come back to the Panda bond market this 

year. There are some signs that the government 
would relax some controls for their issuance,” 

said Zhang Hao, deputy general manager of 
debt financing at China Merchants Securities. 
 
(This article will appear in the March 30 issue of IFR 
Asia magazine. Reporting by Yanfei Wang and Helene 
Durand; Editing by Daniel Stanton and Steve Garton) 
(( Yanfei.Wang@thomsonreuters.com ;)) 
NEWS-07 

(c) Copyright Thomson Reuters 2019.  
 
 

China outstanding foreign debt rises to 

$1.965 trln at end-2018  

29-Mar-2019  

BEIJING, March 29 (Reuters) - China's 

outstanding foreign debt rose to $1.965 
trillion by the end of 2018, from $1.91 trillion 
at the end of September, the foreign exchange 
regulator said on Friday. 

Outstanding short-term foreign debt stood at 

$1.27 trillion at end-December, up from $1.21 

trillion at the end of the third quarter last year, 

the State Administration of Foreign Exchange 
(SAFE) said on its website. 
 
(Reporting by Beijing Monitoring Desk and Lusha 
Zhang; Editing by Subhranshu Sahu) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Georgia 

Georgia sees growth of at least 5 pct, 

plans local and foreign bond issues in 

2019  

29-Mar-2019  
By Margarita Antidze 
TBILISI, March 29 (Reuters) - Georgia expects 

2019 economic growth of at least 5 percent, 
and is looking at issuing sovereign bonds in 
its national currency as well as in U.S. dollars 
and euros this year, economy and sustainable 

development minister Giorgi Kobulia said. 

"We intend to do it potentially this year. The 
timing depends on the refinancing of existing 
obligations and many other things," Kobulia said 
in an interview with Reuters late on Thursday. 
On the size of the issues, he said each one 
would be in the order of "several hundred 

millions" of the currency in which the bond is 
being issued. 
Kobulia added that issuing bonds in dollars and 
euro was necessary "not only because we need 
capital, but we also need to keep creating 
benchmarks for investors". 
Georgia issued $500 million worth of 10-year 

Eurobonds in 2011 and at the same time 
bought back $417 million of its five-year $500 
million Eurobonds, which it had issued in 
2008. 

Georgia's economic growth slightly slowed last 
year to an annual 4.7 percent from 5 percent in 
2017. Kobulia said that the former Soviet 
republic can do more this year. 

"On balance it is 5 percent, but it can be higher," 

Kobulia said, adding that the indicator would 
depend on the external environment and the 
government's efforts to develop the private 
sector. 
Kobulia said the growth this year would be 
driven by tourism and infrastructure, the energy 

and financial sectors, as well as manufacturing. 
Georgia serves as a transit route for Caspian Sea 
oil and gas, and has a growing tourism sector. 
He said he expected foreign direct investment to 
grow by 10-15 percent this year from $1.232 
billion in 2018. 
The 49-year-old minister, who has an MBA from 

Emory University in the United States and was a 

chief partner at McKinsey consultancy company, 
said the government saw big potential in 
supporting professional education programmes 
as well as improving logistics and transportation 
systems. 

mailto:Publicdebtnet.dt@tesoro.it
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The government planned to launch a regular 

container vessel from the Georgian Black Sea 

port of Poti to the Romanian port of Constanta to 
expand Georgian exports to Europe, he said. 
He also said the government had plans to 
prepare several state-owned assets, including its 
postal service, for sale. 
 
(Editing by Peter Graff) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

RBI's Fx swap: Precursor to an Indian 

offshore sovereign bond?  

25-Mar-2019  
By Somnath Mukherjee 
The Reserve Bank of India took the markets 
by surprise by announcing a three-year swap 

window for banks last week. It is the second 

time such a swap window has been opened for 
the commercial financial markets. In 2013, RBI 
offered a discounted swap rate for banks to 
participate. The 2013 exercise was a response to 
overall currency weakness triggered by the 
global taper tantrum and a stretched current 
account deficit and hence an exercise of tactical 

imperatives rather than a thought-out long-term 
strategy tool. This time, the macro backdrop is 
different -- INR has seen uptick, capital flows 
are healthy and there is no real current account 
issue. There is no discounted swap. RBI has 
asked banks to bid on swap rates -similar to 
primary bond auctions held for government 

securities. 
LIQUIDITY MANAGEMENT 
The official rationale for the swap window is 
straightforward -- it's an addition to the 
liquidity management toolkit of the RBI. 

Prima facie, the rationale is strong. Systemic 
liquidity has been stressed for some time, and 

RBI has been providing support via OMOs (Open 

Market Operations). However, the liquidity 
tightness is projected to get worse. One, 
elections around the corner suck out a material 
amount of liquidity. Second, credit growth has 
been outpacing deposit growth for banks for 
some time. As a result, SLR holdings of banks, 

which were at 30% 7-8 months ago are down to 
25% --essentially, banks were selling SLR 
securities to fund incremental loan growth. The 
depleting SLR securities with banks present a 
capacity challenge for RBI in its OMOs. An 
injection of liquidity through alternative sources 
is needed. 

The issue though is the quantum. At the 

announced $5 billion, the Fx swap window, 
assuming it gets filled 100%, would generate 
liquidity only equivalent to 02-0.3% of net 
demand and time liabilities of the banking 
system. That is not significant liquidity injection. 

RBI will need to look at other instruments to 

manage liquidity. 

PROXY SOVEREIGN BOND 
An Fx swap by RBI is, for all practical 
purposes, a sovereign bond issued by 
Government of India. Unlike in 2013, this 
round is being done in a more "market 

discovery" mode. Banks have been asked to 
put price bids for the swap (rather than being 
presented with a subsidised rate, as in 2013). 

This means a transparent, market-determined 
price discovery mechanism which will have a 
direct transmission on the Indian swap curves 
(MIFOR-OIS). India's BoP position is in good 
shape today, so there is no immediate need to 
boost foreign exchange reserves. The "bond 
issuance" is taking place when the issuer doesn't 

really need the money. 
A sovereign bond issuance by India has been 
spoken about several times over the years. 
Till now, the government has kept off from 
tapping global bond markets to fund itself, 

exclusively funding the fisc via local savings. 
This has stood India in good stead in managing 
the external account. Within prudent limits 
though, there is merit in an offshore Indian bond 

issuance. It presents a benchmark for Indian 
corporate bond issuers to price their offerings 
with greater efficiency (today, the closest proxy 
used is the State Bank of India Eurobonds). It 
also puts in place a significant piece of the 
jigsaw required to be erected for greater 

internationalisation of the INR and at some 

stage, full capital account convertibility. A 
market-determined Fx swap is a tentative step. 
That, rather than domestic liquidity instrument, 
is likely to be a more strategic rationale for the 
move. 
 
(Author is Managing Partner, ASK Wealth Advisors. 
Views and opinions expressed in this article are 
personal) 
For Reprint Rights: timescontent.com 
Copyright (c) 2019 BENNETT,COLEMAN & CO.LTD. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Foreign Investors Sold Net $117.35 

Mln Of Indian Bonds On Mar 28  

29-Mar-2019  
By Siddhi Nayak and Dipika Lalwani 
NewsRise 
MUMBAI (Mar 29) -- Foreign investors were 

net sellers of $117.35 million of Indian 
government and corporate bonds in the 
previous session, according to NewsRise 
calculations based on data from Clearing Corp 

of India Ltd. and National Securities 
Depository Ltd. 

In March so far, these investors net purchased 
$1.79 billion worth of Indian debt. 
Overseas investors have sold net $373.49 
million worth of Indian debt in 2019 against net 

sales of $5.88 billion in 2018. In 2017, these 
investors net bought $26.26 billion of local debt. 

 
- By Siddhi Nayak and Dipika Lalwani; 
dipika.lalwani@newsrise.org; +91-22-6135 3311 
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- Edited by Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 

 
 

Indonesia 

Indonesia central bank to buy 

"sizeable amount" of govt bonds from 

market  

29-Mar-2019  
JAKARTA, March 29 (Reuters) - Indonesia's 

central bank will buy a "sizeable amount" of 
government bonds from the market to help 
stabilise the rupiah, Nanang Hendarsah, head 

of monetary management at Bank Indonesia, 
told Reuters on Friday. 

The rupiah was trading at 14,235 per dollar 
early on Friday, little changed, after two days of 
losses as concern over global growth hit 
emerging markets' currencies. 
The yield on Indonesia's 10-year government 
bond was at 7.683 percent, its highest in a 

week. 
 
(Reporting by Gayatri Suroyo 
Writing by Fransiska Nangoy 
Editing by Darren Schuettler) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Israel 

Fitch Affirms Israel at 'A+'; Outlook 

Stable  

25-Mar-2019  
Fitch Ratings-Hong Kong-March 25: Fitch 

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

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Israel's IDRs balance strong external 
finances, robust macroeconomic performance 
and solid institutional strength against a 

government debt/GDP ratio that is high 
relative to peers and ongoing political and 
security risks. 

Israel's public finances remain a weakness 
relative to 'A' category sovereigns, despite a 
strong trend of improvement in recent years, 
and the fiscal outlook has become more 
challenging in the near term. The central 

government budget deficit widened to 2.9% of 

GDP in 2018 (in line with the budget target), 
from 1.9% in 2017, when budget performance 
was better than planned for the fifth consecutive 
year. We forecast the deficit to widen to 3.5% of 
GDP in 2019. Government debt/GDP increased 
moderately in 2018, to 61.2%, ending a long 

downward trend from 75.0% at end-2007 and 

95.0% at end-2003. It remains significantly 

higher than the 'A' median of 49% in 2018. The 
general government budget deficit and interest 
spending/revenue are also weaker than the peer 
medians. 
Other features of public debt are fairly 
favourable. The share of external debt is low, 
at 7.7% of GDP in 2018 down from 20% of 

GDP in 2006. Israel benefits from high 

financing flexibility. It has deep and liquid local 
markets, good access to international capital 
markets, an active diaspora bond programme, 
and US government guarantees in the event of 
market disruption. 
Recent budget planning has been somewhat pro-

cyclical and has sought to respond to long-

standing public complaints regarding the cost of 
living. There is also more discussion of tolerating 
a moderate increase in the debt ratio in order to 
boost investment in infrastructure and 
education. We forecast that the government 
debt/GDP ratio will edge up further in 2019 and 

2020 on the basis of larger deficits. 
Israel passed the 2019 budget in March 2018, 
earlier than normal due to political 
considerations, and while the official target 
remains 2.9% of GDP, in January the Ministry 
of Finance updated its forecast for the central 
government deficit to 3.5% of GDP if no 
additional changes are made to reduce 
spending or raise revenue. The updated 
forecast incorporates spending that was voted 

for after March 2018 and slower revenue 

growth. We project the central government 
budget deficit to widen to 3.5% of GDP in 2019, 
before narrowing to 3.0% of GDP in 2020. The 
forecast takes into account the limited legislative 
space to implement consolidation until several 
months after government formation following 

the 9 April election. 
In 2020, our base case is that the new 
government will take steps to narrow the deficit, 
given the country's track record of deleveraging 
and the high level of the deficit given Israel's 
position in the business cycle. Nonetheless, 
there are strong political pressures to address 

income inequalities, reduce the cost of living and 
tackle perceived shortfalls in investment in 
human and physical capital, while also 
continuing to enhance Israel's security and 
military, which could delay a fiscal adjustment. 
Israel's macroeconomic performance has been 
impressive and the economy remained buoyant 

in 2018, with real GDP growth of 3.3%, low 
unemployment, rising wage growth and still low 
inflation. Five-year average real GDP growth is 
stronger than rating category peers and growth 
volatility has been lower. We forecast that 
growth will remain robust in 2019-2020, just 

above 3% per year. There are upside risks, 
related to production gains at the expanded Intel 

factory and the start of gas output from the 
Leviathan offshore field in 2020. Downside risks 
relate to any large security incidents or further 
weakening of world trade. More generally, the 
economy has benefited from supportive fiscal 
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and monetary policies and a stronger global 

economy. These three factors are likely to 

become less supportive over the medium term. 
The Bank of Israel (BOI) is aiming to normalise 
monetary policy, but still faces inflation at the 
lower limit of its target band. It increased its 
interest rate to 0.25% in November 2018 and 
plans to bring it to 1.25% by the end of 2020. 

While inflation averaged 0.8% in 2018, below 
the BOI's 1%-3% target band, it has averaged 
above 1% since mid-2018. The BOI expects 
some of the factors holding inflation back, such 
as shekel appreciation and the impact of 
government policy, to fade, but recent monetary 

policy decisions in the US and Europe could slow 
the pace of interest rate rises. 
Israel's external balance sheet remains 
strong. Israel has returned current account 
surpluses each year since 2003, and Fitch 
expects further surpluses in 2019-2020. 

Foreign-exchange reserves reached USD118 
billion in February 2019 (11 months of current 
external payments). Israel's net external 

creditor position reduced slightly to 48% of GDP 
at end-2018 but remains significantly stronger 
than the 'A' median and is also stronger than the 
'AA' median. Fitch's international liquidity ratio 
for Israel has continued to improve strongly. 
Further gas sector development will lend 
additional support to the external balance sheet, 

with production from the offshore Leviathan gas 
field planned to start in 2020. 
Israel's ratings are constrained by political 
and security risks, but its credit profile has 
shown resilience to periodic conflict and 
political shocks over an extended timeframe. 
Conflicts with military groups in surrounding 
countries and territories flare up intermittently 

and can lead to increased spending 
commitments or be damaging to economic 
activity. Domestic politics can be turbulent, with 
coalition governments often not lasting their full 
term. 
The April parliamentary election comes at a 
challenging time for the Prime Minister, 

Benjamin Netanyahu, who faces the prospect of 
indictment in several criminal cases. The newly-

formed Blue and White party, led by former chief 
of staff Benny Gantz, presents a meaningful 
challenge to Mr Netanyahu's Likud party. With 
both parties polling below 35 seats out of 120, 

coalition building could be tough. If Likud wins 
the election and Mr Netanyahu is able to form a 
coalition, confirmation of his indictment later in 
2019 could destabilise the coalition. 
Ongoing instability in Syria and the geopolitical 
position of Iran continue to present risks to 
Israel. Israel is concerned by the influence of 

Iran in neighbouring Syria and Lebanon. Israel 
continues to intervene in Syria with air strikes to 
counter the presence and activities of Iran or 

Iranian proxies. Risk remains of another conflict 
with Hizbollah, although there has not been a 
clash since 2006 and both sides would suffer 
losses, and there are periodic flare-ups in the 

Gaza strip, although the latter are unlikely to 
present a material security risk to Israel. There 

has been no tangible progress towards peace 

between Israel and the Palestinians and Fitch 

assumes no breakthrough in agreeing a peace 
deal. 
Israel's well-developed institutions and 
education system, despite disparities of quality 
among demographic groups, have led to a 
diverse and advanced economy, with an 

innovative high-tech sector. Human 
development indicators and GDP per capita are 
well above the peer medians. However, Doing 
Business indicators, as measured by the World 
Bank, remain below those of peers. The 
government also faces socio-economic 

challenges in terms of income inequality and 
integration of growing but less economically 
productive sections of the population into the 

labour force. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Israel a score 
equivalent to a rating of 'A+' on the Long-

Term Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
• Structural features: -1 notch to reflect 
political and security risks, which could have 

significant negative effects on the economy and 
public finances. 
• External finances: +1 notch to reflect the 

fact that Israel's strong net external creditor 
position relative to peers is not captured in the 
SRM. Further gas sector development should 
support Israel's external balance sheet over the 

medium term. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 

forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 

not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually or 

collectively, lead to positive rating action are: 
• Significant further progress in reducing 
the government debt/GDP ratio. 
• Sustained easing in political and security 
risks. 
The main factors that could, individually or 
collectively, lead to negative rating action are: 

• Sustained deterioration of the 
government debt/GDP ratio, either through 
widening fiscal deficits or a structural decline in 
GDP growth. 
• Serious worsening of political and 

security risks. 

KEY ASSUMPTIONS 
Fitch assumes regional conflicts and tensions will 
continue. Fitch does not assume any 
breakthrough in the peace process with the 
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Palestinians or a prolonged serious deterioration 

in domestic security conditions. 

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

'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AA' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'A+' 
Issue ratings on long-term senior unsecured 

local-currency bonds affirmed at 'A+' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc., Fitch Ratings 
Ltd. and its subsidiaries.  
©Thomson Reuters 2019. All rights reserved. 
 
 

Saudi Arabia 

Saudi finance ministry closes book on 

March sukuk issuance  

25-Mar-2019  
CAIRO, March 25 (Reuters) - Saudi Arabia's 

finance ministry has closed the book for 
investors seeking to take part in its March 
2019 sukuk issuance programme, which aims 
to raise 6.075 billion riyals ($1.62 billion), the 
Saudi press agency reported on Monday.  

The sukuk are divided into two tranches of 10 
and 15 years. The first tranche is for 2.395 
billion riyals of 10-year bonds, and the second is 
for 3.680 billion riyals of 15-year bonds. 

 
($1 = 3.7499 riyals) 
(Reporting by Nayera Abdallah; Editing by Mark 
Potter) 
(c) Copyright Thomson Reuters 2019.  
 
 

Saudi Arabia extends domestic debt 

curve with new Sukuk issue  

28-Mar-2019  
CPI FINANCIAL 
Saudi Arabia sold around $1.6 billion in local 
currency debt with maturities of 10 and 15 
years, the longest-dated public debt ever 
issued domestically by the Kingdom, 
according to loacal newswire, Saudi Press 
Agency. 

The finance ministry said that it issued SAR 6.08 

billion ($1.62 billion) in Sukuk this month which 
was divided into two tranches of 10 and 15 
years. 
Additionally, the first tranche is for SAR 2.4 
billion of 10-year bonds, and the second is for 

SAR 3.7 billion of 15-year bonds. 
The Ministry of Finance's Debt Management 
Office, said, "The 15-year issuance represents 
a new benchmark for potential government 
and private sector issuers to enable them to 
price off the government's extended yield 
curve." 

The 15-year issuance also create demand in the 
market for these tenors, which will translate into 
a new source of financing, especially during the 

transformation that the economy of the Kingdom 
is undergoing, which could be used to support 
financing long-term projects, added the Debt 
Management Office. 
 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved. 
 
 

South Korea 

Treasurys-April sales S. Korea to sell 

7.35 trillion won in state bonds in April   

28-Mar-2019  
Treasurys-April sales 
S. Korea to sell 7.35 trillion won in state bonds 
in April 
SEJONG, March 28 (Yonhap) -- South Korea 

plans to sell 7.35 trillion won (US$6.4 billion) 
in state bonds next month, the finance 
ministry said Thursday. 

The government will issue 1.45 trillion won in 
bonds with a maturity of three years and 
another 1.45 trillion won in five-year bonds, 
according to the Ministry of Economy and 
Finance. 
It also intends to sell 1.75 trillion won in 10-year 
Treasurys while issuing 500 billion won in bonds 

with a maturity of 20 years and 50 years each. 
The ministry will further look to sell 1.7 trillion 
won in 30-year bonds. 
In October 2016, the ministry floated its first-
ever super long 50-year state bonds. The 50-
year debts have the longest maturity of any 
securities issued by South Korea. 

 
entropy@yna.co.kr 
Copyright (c) 2019 Yonhap News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

Sri Lanka 

Sri Lanka rupee extends gains; stocks 

rebound from 6-year low  

28-Mar-2019  
COLOMBO, March 28 (Reuters) - The Sri Lankan 

rupee closed stronger on Thursday due to 
dollar inflows from inward remittances ahead 
of the traditional new year celebrations, 
market sources said, while stocks snapped an 
eight-session losing streak to end higher. 

The currency extended gains into a third session 
to end firmer at 176.10/25 to the dollar, up from 
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Wednesday's close of 176.20/40. 

The rupee has climbed 1.1 percent so far this 

week and 3.7 percent this year as exporters 
converted dollars and foreign investors 
purchased government securities amid 
stabilising investor confidence after the country 
repaid a $1 billion sovereign bond in mid-
January. 

Dealers expect pressure on the currency to ease 
with more inward remittances ahead of the 
traditional Sinhala-Hindu New Year on April 14. 
Sri Lanka was plunged into political turmoil in 
October when President Maithripala Sirisena 
abruptly removed Prime Minister Ranil 

Wickremesinghe and then dissolved parliament. 
A court later ruled the move was 
unconstitutional, and Wickremesinghe was 

reinstalled as premier. 
Investor sentiment took a big hit as a result of 
the 51-day political crisis, leading to credit rating 
downgrades and an outflow of foreign funds 

from government securities. 
The island nation is struggling to repay its 
foreign loans, with a record $5.9 billion due 
this year, including $2.6 billion in the first 
three months. 

The rupee dropped 16 percent in 2018, and was 
one of the worst-performing currencies in Asia 
due to heavy foreign outflows. 
Foreign investors bought a net 3.5 billion rupees 

worth of government securities in the week 
ended March 19, the third net inflow in five 

weeks, turning year-to-date net foreign buying 
to 1.8 billion rupees, the latest central bank data 
showed. 
The Colombo Stock Exchange index ended 0.81 

percent firmer at 5,556.28 on Thursday, edging 
up from their lowest since Dec. 18, 2012, hit in 
the previous session.  
The benchmark stock index slipped 1.36 percent 
last week, recording its seventh consecutive 
weekly drop. The index has declined 8.2 percent 
so far this year. 
The market awaits for some positive news 
from the third and final vote on the 2019 
budget scheduled for April 5, market sources 
said. 

Turnover was 457.8 million rupees ($2.60 
million), less than this year's daily average of 
656.6 million rupees. Last year's daily average 
came in at 834 million rupees. 

Foreign investors sold a net 46.8 million rupees 
worth of shares on Thursday, extending the 
year-to-date foreign outflows to 6.21 billion 
rupees worth of equities so far this year. 
The latest budget aims to increase 
government spending by 13 percent in 2019, 
during which the presidential election must be 

held, while it has set an ambitious goal to 

reduce a large fiscal deficit. 
 
($1 = 176.1000 Sri Lankan rupees) 
(Reporting by Ranga Sirilal and Shihar Aneez, Editing 
by Sherry Jacob-Phillips) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 

(c) Copyright Thomson Reuters 2019. 
 
 

United Arab Emirates 

Moody's Affirms UAE's AA2 Rating; 

Maintains The Stable Outlook  

25-Mar-2019  
March 25 (Reuters) - Moody's: 
Moody's says affirms UAE's AA2 rating; 

maintains stable outlook. 
Moody's says UAE's rating affirmation supported 
by unconditional support from Abu Dhabi to 
federal government. 

Moody's says UAE rating supported by strong 
credit fundamentals including very high & stable 

fiscal strength, high wealth levels, robust 
institutions. 
Moody's says projects no or very low federal 
government debt in foreseeable future and 
very high fiscal strength for UAE. 

Moody's says expects debt ceiling in debt law 

will prevent debt burden from reaching levels 
that would alter its view of uae's fiscal strength. 
Moody's says qatar diplomatic dispute has had 
minimal impact on uae's economy. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Emirate of Sharjah to raise $1 billion 

with seven-year sukuk  

26-Mar-2019  
DUBAI, March 26 (Reuters) - The emirate of 

Sharjah, the third-largest constituent of the 
United Arab Emirates, is set to raise $1 billion 
in seven-year sukuk, or Islamic bonds, a 
source familiar with the terms of the 
transaction said. 

Sharjah started marketing the paper earlier on 
Tuesday with a spread of around 180 basis 
points (bps) over mid-swap, which was later 
tightened to 155 bps, documents issued by one 

of the banks leading the deal showed. 

Bank ABC, Dubai Islamic Bank, HSBC, KFH 
Capital, Sharjah Islamic Bank and Standard 
Chartered Bank have been hired as deal 
bookrunners. 
 
(Reporting by Davide Barbuscia, Editing by William 

Maclean) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania’s end-Dec gross foreign debt 
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rises 3.7% q/q  

25-Mar-2019  

TIRANA (Albania), March 25 (SeeNews) – 
Albania’s gross foreign debt totalled 8.3 
billion euro ($9.4 billion) at the end of 
December, up 3.7% compared to the level 
recorded at the end of September, the 
country's central bank said on Monday. 

The external debt of Albania's commercial 

banks, general government, central bank and 
non-financial sector increased in the fourth 
quarter, according to figures released by Bank of 
Albania. 
 
($=0.88466 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Croatia 

Croatia's T-bills sale doubles target, 

yield flat  

26-Mar-2019  
ZAGREB, March 26 (Reuters) - Croatia sold 800 

million kuna ($122.10 million) worth of one-
year treasury bills at an auction on Tuesday, 
double the target, with an unchanged yield, 
Finance Ministry data showed. 

Amid very smooth local liquidity the overall bids 
amounted to 1.17 billion kuna. The yield 

remained flat at 0.09 percent. 
Banks bought slightly more than half of the 
paper. 
Occasionally, the ministry also sells bills with 
three-month and six-month maturities as well as 
those denominated in euros. 
Following the auction, Croatia's short-term local 

currency debt rose to 16.92 billion kuna from 
16.53 billion. 
 
($1 = 6.5518 kuna) 
(Reporting by Igor Ilic, editing by Ed Osmond) 
((mailto:igor.ilic@thomsonreuters.com; +385 1 4899 
970; mobile 
+385 98 334 053;)) 
©Thomson Reuters 2019. All rights reserved. 
 
 

Czech Republic 

Foreign holdings of Czech domestic 

bonds rise in February  

29-Mar-2019  

PRAGUE, March 29 (Reuters) - The proportion 

of non-residents holding Czech state domestic 
bonds increased to 39.55 percent in February 
from 38.60 percent in January, Finance 
Ministry data showed on Friday. 

Foreigners' holdings are more than double levels 
seen prior to the central bank's intervention 
regime to keep the crown currency weak that 
ran from 2013-2017. Foreigners held a record 

51.35 percent of domestic bonds in September 
2017. 

 
(Reporting by Mirka Krufova 
Editing by Jason Hovet) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hungary 

Hungary central bank provides EUR 

363 mln worth of swaps at Monday 

tender  

25-Mar-2019  
BUDAPEST, March 25 (Reuters) - Hungary's 

central bank has accepted bids worth 363 

million euros ($410.63 million) from 
commercial banks for swaps providing forint 
liquidity at a Monday tender, the National 
Bank of Hungary said on its Reuters page. 

The accepted amount was in line with its 
combined original offer. 
It provided 79 million euros worth of one-month 
swaps at 6.81 average swap points, 95 million 

euros each of 3-month and 6-month swaps at 
23.75 and 66.71 average swap points, and 94 
million euros of 12-month swaps at 180.89 swap 
points. 
 
($1 = 0.8840 euros) 
(Reporting by Gergely Szakacs and Sandor Peto) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3606 ; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Poland 

Polish rate setter sees stable rates 

despite spending hike  

25-Mar-2019  
By Pawel Florkiewicz and Alan Charlish 

WARSAW, March 25 (Reuters) - Spending 

pledges made by Poland's ruling Law and 
Justice (PiS) party may speed up economic 
growth in Poland, but not to the extent that it 
would be necessary to raise interest rates, 
said Polish rate-setter Jerzy Zyzynski in 

comments approved for publication on 
Monday. 

With an eye on upcoming elections, PiS has 
vowed to increase public spending by up to $10 
billion a year, raising child subsidies, offering an 
extra payment to pensioners and improving 
transport services while also cutting taxes. 
"I do not really expect a strong inflationary 

impulse from the solutions proposed by the 

government," Zyzynski told Reuters in an 
interview. 
"The government's new propositions could raise 
the tempo of economic growth by 0.3-0.4 
percentage points and I estimate that in 2020 it 
could even be 5.0-5.5 percent," he said. 
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Gross domestic product (GDP) in central 

Europe's largest economy grew by 5.1 percent in 

2018, and most economists have forecast 
slowing growth in 2019 and 2020. 
"However, we do not risk overheating of the 
economy in these conditions. We have stable 
economic growth," said Zyzynski. 
Poland's benchmark interest rate has been at a 

record low of 1.5 percent since March 2015, and 
with inflation well below its 2.5 percent target 
the central bank has had little impetus to start 
tightening policy. 
According to Zyzynski, who is widely regarded 
as one of the more dovish members of Poland's 

Monetary Policy Council (MPC), there is also no 
need to cut rates. 
"In Europe the cost of credit was cut and now 
there is no room for manouvre," he said. 
"That is why it is better to have slightly higher 
interest rates, because then you have space to 
cut them if there is a recession, which in the 
case of Poland we do not expect." 

Zyzynski echoed the view of central bank 
governor Adam Glapinski that rates might stay 

on hold until the end of the current MPC term in 
2022. 
 
(Writing by Alan Charlish; Editing by Toby Chopra) 
(( alan.charlish@thomsonreuters.com ; +48 22 653 
9723; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Poland's deficit to rise up to 3.0 pct of 

GDP-PM  

26-Mar-2019  
WARSAW, March 26 (Reuters) - Poland's 

general government deficit will likely rise to 
2.0-3.0 percent of gross domestic product 
(GDP) this and next year following planned 

increase in social spending, Prime Minister 
Mateusz Morawiecki said on Tuesday. 

"We conduct an anticyclical policy and as we are 
entering economic slowdown, we implement 
fiscal stimulus which is a good action," 
Morawiecki told a news conference when asked 
about the expected rise in budget deficit. 

Last year the deficit amounted to 0.5 percent of 

GDP, Morawiecki added. 
 
(Reporting by Marcin Goclowski 
Editing by Agnieszka Barteczko) 
((m arcin.goclowski@tr.com +48 22 653 97 24; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romania raises 3 bln euro from sale of 

Eurobonds amidst strong demand  

28-Mar-2019  
BUCHAREST (Romania), March 28 (SeeNews) - 
Romania has 'successfully' raised 3.0 billion 
euro ($3.4 billion) through the sale of 
Eurobonds amidst strong demand, finance 
minister Eugen Teodorovici said. 

"Today the Eurobonds were issued, there are 

still some procedures ongoing and then we will 

announce details on the structure of investors. 
We reached a 8.7 billion euro demand and this 
means our economy is trustworthy," Teodorovici 
told local TV station Digi24 over the phone late 
on Wednesday. 
"We chose to ask for 3 billion euro, because that 

is our current financing need, but anyway, we 
had where to choose from, as the offer was 
oversubscribed, which is very important. The 
issue was a success." 
Teodorovici also said that the borrowing costs 
would have been higher if the ministry had 

announced the sale of Eurobonds earlier. 
According to Teodorovici, part of the Eurobonds 
placed on Wednesday have a maximum maturity 

of 30 years. 
"Romania has managed to emerge today in 
foreign markets with a very large volume of 
government securities in euro with different 
yields and different maturities, the highest 
being 30 years, which is very much. This 

shows the confidence that foreign investors 
have in Romania's economy." 

Teodorovici added that Romania will have a 
budget deficit equivalent to 2.76% of GDP this 
year, which means roughly 29 billion lei ($6.9 
billion/ 6.1 billion euro), which will have to be 
financed from the market. 
According to an announcement published on 

Wednesday in Romania's official Gazette, the 

Eurobonds have a minimum maturity of 7 years. 
The issue will be managed by Citi, Erste, ING, JP 
Morgan and Societe Generale, the 
announcement showed. 
No further details were immediately available 

from the finance ministry on Thursday. 
However, according to local media outlet 
profit.ro, the issuance consisted of three 
tranches of Eurobonds worth 1.15 billion euro, 
500 million euro and 1.35 billion euro and 
maturity of 7, 15 and 30 years, respectively. 
This was Romania's first sale of Eurobonds this 

year. The finance ministry raised 3.75 billion 
euro and $1.2 billion through bond sales on 
international markets in 2018. 

 
($=0.8864 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russia 

Russia may issue more Eurobonds this 

year - fin min official   

26-Mar-2019  

MOSCOW, March 26 (Reuters) - Russia may 

issue more Eurobonds this year if market 
conditions are favourable, the head of the 
Finance Ministry's debt department, 
Konstantin Vyshkovsky, said on Tuesday.  

Russia on Thursday raised $3 billion in a new 
dollar-denominated Eurobond and 750 million 
euros in a top-up issue of an existing euro-
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denominated Eurobond, tapping the global bond 

market for first time this year. 

Central Bank Governor Elvira Nabiullina said on 
Friday she considered the Eurobond issue a 
success. 
 
(Reporting by Darya Korsunskaya, Andrey Ostroukh 
and Polina Nikolskaya; writing by Tom Balmforth; 
editing by Maria Kiselyova) 
(( Tom.Balmforth@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Russian Finance Ministry closes 

Eurobonds issue deal  

28-Mar-2019  
MOSCOW, March 28. /TASS/. The deal on 

floating the new issue of Eurobonds 
denominated in dollars and the extra issue of 
euro-denominated Eurobonds is closed, the 
Russian Finance Ministry said on Thursday. 

"The Russian Finance Ministry informs on March 
28, 2019 about completion of settlements (deal 
closing) for floating the new issue of bonds of 
sovereign bond loans of the Russian Federation 
in US dollars mature in 2035 and the extra issue 

of euro-denominated bonds mature in 2025, 
with initial offering thereof taking place in 
November 2018," the Ministry says.  
 
Copyright (c) 2019 Itar-Tass 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovakia 

Slovak January current account in 150 

million euro deficit  

26-Mar-2019  

PRAGUE, March 26 (Reuters) - Slovakia's 

current account showed a deficit of 150 
million euros ($169.40 million) in January 
after a revised deficit of 446 million euros in 
December, the central bank said on Tuesday. 

The December figure was widened from an 

originally reported deficit of 443 million euros. 
 
($1 = 0.8855 euros) 
(Reporting by Mirka Krufova 
Editing by Jason Hovet) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 476) (Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey running low on hard cash 

reserves as markets fear 'dollarisation'   

27-Mar-2019  
• Lira back in focus ahead of Sunday 
local elections 
• Turkey has little room to manoeuvre 
on FX reserves 

• Central bank suspends one week repo 
auctions  

By Karin Strohecker 

LONDON, March 27 (Reuters) - Turkey's 

repeated attempts to shore up the lira over 
the past year have left it perilously low on 
hard cash reserves as domestic households 
scramble to shift their savings to dollars and 
companies struggle to refinance their 
overseas debts. 

The drain on the central bank's foreign currency 

buffers raises uncomfortable questions about 
Turkey's balance of payments and its ability to 
roll over foreign loans - and how and from whom 
it would seek emergency reserves if necessary. 
The voracious domestic appetite for hard 
currency, meantime, has become a critical 
gauge of trust in the authorities' ability to 

manage the lira and the country's finance during 
the harshest economic contraction in a decade. 
Data released last week showed gross FX 
reserves at Turkey's central bank dropped by 
some $3 billion to $73.78 billion in the week to 
March 15. Meanwhile total forex deposits and 
funds, including precious metals, of Turkish local 

individuals hit a record high of $105.74 billion. 
"There are very few other countries whose level 
of FX reserves is as low as Turkey's," Paul 
McNamara, investment director at GAM in 
London. "With reserves down to this level, they 
really have no room for error and there is a lack 

of confidence, and that needs to be addressed." 

The numbers weighed heavily on the lira, 
prompting Ankara's regulator to launch probes 
into a number of banks and blaming them for 
fuelling speculation with Turkish lenders 
reluctant to provide liras to offshore FX markets, 
pushing rates for foreign investors to punitive 

levels. 
But the data itself showed more than just the 
low levels of reserves. It was also testimony to 
the role the central bank plays in the country 
ruled by President Tayyip Erdogan who takes a 
tough stance on the direction of monetary 
policy. 

"It is a signal that the central bank is supplying 
part of the economy with FX reserves and not 

through the market," said Ulrich Leuchtman, 
head of FX & EM research at Commerzbank in 
Frankfurt. 
"That indicates that the exchange rate is an 

issue, and also that the central bank is meddling 
in economic policy, which isn't really what it 
should be doing." 
Turkey's reserves look under pressure on 
several measures.  
The International Monetary Fund (IMF), seen 
as the oracle on currency crises due to its vast 
experience in trying to put countries' finances 

back together, has developed a number of 
gauges to capture the resources a country has 
available to meet shocks. 
According to the IMF, reserves to short-term 
debt ratio stood at just over 50 percent for 
Turkey at the end of 2018 while the fund's 
rule of thumb is that a ratio of 100 percent is 
adequate. 
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The picture looks somewhat different in 

calculations by the Institute of International 

Finance. The IIF estimated some $75 billion 
issued by government, banks and corporates is 
maturing in 2019, of which $17 billion is short-
term, $59 billion medium to longer-term, and 
the rest made up of trade finance and non-
resident deposits. 

Turkey's import cover ratio - the number of 
months that imports can be sustained should all 
inflows seize up - stood at around four months, 
compared more than six months for South Africa 
or 18 months for Russia, according to the IMF.  
Fresh FX reserve data due out in the coming 

days is expected to show some reprieve, but not 
necessarily for the right reasons, say analysts. 
As part of efforts to prop up the lira in the run-

up to local elections on Sunday, the central bank 
suspended auctions at the one-week repo rate, 
forcing borrowers into higher interest rate 
windows - a move that is expected to add 

another $2.5 billion to reserves. 
Meanwhile, locals' mistrust of their own 
policymakers as seen in their record holdings of 
dollars, gold and other safe haven assets have 
added to market jitters. 
Countless emerging market crises have shown 
over the decades that it is not necessarily the 
withdrawal of foreign investors from a market 

but the drying up of central bank reserves and 
a flight of local households and businesses 
from a currency that are instrumental in its 
collapse. 

"The concern has been dollarisation: It is not 
really foreigners leading the way, it is all about 
locals," said Tim Ash, senior emerging markets 
strategist at BlueBay Asset Management. "The 

actions they have taken takes foreigners out, 
but it doesn't really solve the problem with 
locals." 
Rampant inflation dogged Turkey for decades 
before 2000 and has been back in double digits 
since the start of 2017. In February, inflation 
stood at just under 20 percent. 

Meanwhile last August's 25 percent lira tumble 
of the lira has pushed Turkey into a painful 
recession.  

Locals' appetite for hard currency shows little 
sign of abating. Mustafa Alkan, manager at a 
foreign exchange office in Istanbul, said demand 
has been high over the past three weeks.  

"People are panicking - when the dollar 
increases, they panic and buy," he said, adding 
some customers had come with tens of 
thousands of liras in their pockets to his counter.  
Many Turks were rattled by the lira's tumble last 
August to 7.24 to the dollar. The lira currently 

trades at 5.4. 
"There is a view that the dollar will go back to 
the levels it saw (last summer)... As long as 
there is no value in the lira, people will flock to 

dollar." 
 
(Reporting by Karin Strohecker; Additional reporting 
by Ali Kucukgocmen in Istanbul, Ece Toksabay in 
Ankara and Marc Jones in London; Graphics by Ritvik 
Carvalho; Editing by Hugh Lawson) 

(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkey dollar bonds tumble, CDS soar 

on fresh lira rout  

28-Mar-2019  
LONDON, March 28 (Reuters) - Turkey's dollar-

denominated sovereign bonds tumbled on 
Thursday for an eighth straight session and 
the cost of insuring exposure to its debt 
soared to a 6-1/2 month high as the lira 
suffered another sharp sell-off.  

Many dollar bond issues plumbed multi-month 
lows after suffering a losing streak last seen in 

June 2017. The 2030 bond fell 1.9 cents in the 

dollar to trade at 125.128 cents - the lowest 
level since September 2018, according to data 
from Tradeweb. 
Turkey's 5-year credit default swaps (CDS) 
soared to 506 basis points (bps), up 36 bps from 
Wednesday's close, having now jumped by some 
177 bps over the past week, data from IHS 

Markit showed. 
 
(Reporting by Karin Strohecker; Editing by Tom 
Arnold) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkey finance minister says share and 

bond markets expected to normalise in 

coming days   

28-Mar-2019  
ISTANBUL, March 28 (Reuters) - Turkey's 

finance minister said he expects share and 
bond markets to normalise in coming days, 

speaking on the same day the Turkish lira 
dropped 5 percent as liquidity returned to a 
key London foreign exchange market. 

The Istanbul share index .XU100, which 

weakened more than 12 percent in the week to 
Wednesday's close, rose 2 percent on Thursday. 
During an interview with Turkish broadcaster 
NTV, Berat Albayrak said Turkey will enter a 

reform period in the economy after elections, 
but did not give specific details of what Turkey 
plans to do. 
 
(Reporting by Ali Kucukgocmen; Writing by Sarah 
Dadouch, Editing by William Maclean) 
(( Sarah.Dadouch@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
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LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentina's peso hit by political 

uncertainty, plumbs new lows  

26-Mar-2019  
By Jorge Otaola and Cassandra Garrison 
BUENOS AIRES, March 26 (Reuters) - 
Argentina's peso currency weakened 1.34 

percent to an all-time low close of 42.65 per 
dollar on Tuesday, as concerns about high 
inflation and political uncertainty ahead of the 
October presidential election dented 
confidence in the economy. 

The markets rejoiced in late 2015 when center-
right Buenos Aires Mayor Mauricio Macri was 
elected leader of Argentina on promises that his 
orthodox policies would attract waves of foreign 

direct investment after eight years of free-
spending populism under outgoing President 
Cristina Fernandez. 
Latin America's No. 3 economy has soured 
over the last year, however, with benchmark 
interest rates in excess of 66 percent and 
inflation galloping at a more than 50 percent 
annual rate. 

Fernandez, still popular among millions of the 

country's low-income voters, may challenge 
Macri in October. His popularity has been 
gouged by Argentina's shrinking economy and 
the higher public utility bills that followed after 
Macri reduced electricity, water and heating gas 
subsidies.  
"Markets are really nervous about the October 

presidential election, so every time there's a poll 
with negative numbers for Macri, you will see a 
negative reaction on the peso," Carlos de Sousa, 
a senior economist at Oxford Economics, said to 
Reuters.  
He added, however, that despite Tuesday's 

record low, he had an optimistic view on the 
peso over the next six months.  

"We think the central bank's ultra-hawkish 
stance will provide sufficient support to avoid 
another currency crisis even if the political 
outlook remains highly uncertain," De Sousa 
said. 
Macri was forced by the weakening peso to 
negotiate a $56.3 billion standby financing 
deal with the International Monetary Fund 
last year. The agreement requires his 
government to erase its primary fiscal deficit. 
His politically painful utility subsidy cuts are part 
of that fiscal effort. 
Argentina on Tuesday reported a current 
account deficit of $2.317 billion in the fourth 

quarter of 2018 versus a deficit of $9.367 billion 

in the same 2017 period.  
The peso's weakness on Tuesday was also 
influenced by trouble in the markets of other 
developing countries. 
"The peso continues to suffer amid the broader 

emerging markets pain. The volatility in the 

Turkish Lira in particular over the past few days 

has reminded investors about Argentine 
vulnerabilities," said Ilya Gofshteyn, an analyst 
with Standard Chartered Bank. 
"Argentina has the benefit on an IMF package 
and a credible adjustment plan in place, so 
this latest weakness in the currency may 
prove transitory," Gofshteyn said. 

 
(Reporting by Jorge Otaola; additional reporting by 
Cassandra Garrison; writing by Hugh Bronstein; 
editing by Richard Chang and Sandra Maler) 
(( hugh.bronstein@thomsonreuters.com ; +54-11-
4318-0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina sells $2.41 bln worth of 

Treasury notes   

26-Mar-2019  
BUENOS AIRES, March 26 (Reuters) - Argentina 

issued three series of treasury notes 
denominated in U.S. dollars and Argentine 
pesos on Tuesday for an equivalent of about 
$2.41 billion, the economy ministry said in a 
statement. 

The issuance included $600 million in so-called 

"Letes" notes due on October 25, 2019, at a 
nominal annual interest rate of 4.5 percent. 
 
(Reporting by Maximilian Heath, writing by Hugh 
Bronstein) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina's peso closes at record low 

against U.S. dollar  

27-Mar-2019  
By Jorge Otaola and Hugh Bronstein 
BUENOS AIRES, March 27 (Reuters) - 
Argentina's peso closed at a record low 
against the U.S. dollar on Wednesday as 

concerns about inflation, weak growth and 
October's presidential election bit into market 
confidence in Latin America's No. 3 economy. 

The peso weakened 2.85 percent to close at an 
all-time low of 43.90 per dollar, traders said.  
The peso, which lost half its value against the 
greenback last year, has been one of the world's 
worst-performing currencies in 2019, losing 14 

percent since the beginning of the year. It has 
tumbled more than 10 percent this month alone. 
The weakness has raised fears of a repeat of 
2018, when investors dumped the currency amid 
what Argentine President Mauricio Macri called a 
year of economic "storms."  
After a stronger start this year, investors have 

been rattled by stubborn inflation, with 
consumer prices rising at a rate of more than 
50 percent per year, while benchmark interest 
rates gallop along at over 66 percent. 

The peso closed on Tuesday at 42.65 per dollar, 
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which was a record low before Wednesday's 

close. It has weakened steadily since the middle 

of last month. 
Argentina's central bank and Treasury have 
signaled a more hawkish stance over the last 
month, looking to tighten monetary policy in 
order to tame inflation and protect the peso, 
which analysts said should limit the recent 
weakness. 

Macri was forced by the tumbling peso last year 

to negotiate a $56.3 billion standby financing 
deal with the International Monetary Fund. The 
agreement requires his government to erase its 
primary fiscal deficit. His politically painful utility 
subsidy cuts are part of that fiscal effort. 
On Wednesday, Macri defended his 
government's monetary policy, telling a local 

radio station that the country is on course to 
have a record trade surplus.  
"All currencies are depreciating against the 
dollar," Macri said to Radio Mitre.  
Argentina will hold general elections on Oct. 27. 
Latin American currencies, including Brazil's real, 
fell more broadly on Wednesday. South Africa's 

rand also slumped as sentiment toward 
emerging market currencies was soured by a 
slide in the Turkish lira. 
 
(Reporting by Hugh Bronstein and Jorge Otaola in 
Buenos Aires; additional reporting by Walter Bianchi in 
Buenos Aires; writing by Adam Jourdan; editing by 
Paul Simao and Lisa Shumaker) 
(( hugh.bronstein@thomsonreuters.com ; +54-11-
4318-0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil posts $1.134 billion current 

account deficit in February  

25-Mar-2019  
BRASILIA, March 25 (Reuters) - Brazil posted a 

current account deficit of $1.134 billion in 
February, narrowing from a deficit of $2.043 
billion a year earlier, the central bank said on 
Monday. 

Net foreign direct investment in Brazil totaled 
$8.400 billion in the month, up from $4.712 

billion a year earlier. 
 
(Reporting by Marcela Ayres and Jamie McGeever 
Editing by Chizu Nomiyama) 
(( brad.c.haynes@tr.com ; +55 11 5644 7725; 
Reuters Messaging: 
brad.c.haynes.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil real slips as Congress reaches 

for more power over budget  

27-Mar-2019  
BRASILIA, March 27 (Reuters) - Brazil's 

currency weakened more than 1 percent in 
early trade on Wednesday after a nearly 

unanimous late night vote by lawmakers to 
strip some presidential budget power, a sign 

of growing defiance against President Jair 
Bolsonaro's economic reforms. 

The Brazilian real slipped to 3.9262 per dollar, 
and interest rate futures jumped. The April 2020 
rates futures contract rose 10 basis points to 
6.63 percent, implying a roughly 50-50 
probability of a rate hike within 12 months. 

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

Brazil federal public debt up 1.71 pct in 

Feb  

27-Mar-2019  
BRASILIA, March 27 (Reuters) - Brazil's federal 

public debt rose to 3.874 trillion reais ($987 
billion) in February, up 1.71 percent from the 
month before, the Treasury said on 
Wednesday.  

 
($1 = 3.9232 reais) 
(Reporting by Jamie McGeever 
Editing by Chizu Nomiyama) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 

jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil budget vote in Congress this 

week could cost $1 bln  

28-Mar-2019  

By Jamie McGeever 
BRASILIA, March 28 (Reuters) - A move by 

Brazil's Congress this week grabbing for more 
control over the federal budget would have an 
annual fiscal impact of up to 4 billion reais ($1 
billion), Treasury Secretary Mansueto Almeida 
estimated on Thursday. 

The Tuesday vote by the lower house of 

Congress could add that much to the 

government's non-discretionary spending, which 
is already near its limits and must be cut if 
Brazil's public finances are to be brought back 
under control, Almeida said. 
The impact is a drop in the ocean of total 
government non-discretionary spending, which 
totaled 1.248 trillion reais ($320 billion) in the 

12 months to February, according to Treasury 
figures released on Thursday. 
The increase would also be vastly outweighed by 
the savings generated from a proposed pension 
reform, Almeida said. 
However, some investors took the vote as a 

troubling sign of weakness for the government, 

which has struggled out of the gate in building a 
coalition to pass a social security overhaul aimed 
at saving more than 1 trillion reais over the next 
decade. 
"The persistent growth in non-discretionary 
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expenditure means discretionary spending has 

gone back to levels last seen in March 2010, in 

real terms," the Treasury said on Thursday. 
Treasury reiterated that social security 
payments account for the lion's share of non-
discretionary spending, and raised its 2019 
pension deficit forecast to 314 billion reais, 
from 309.4 billion reais previously.  

President Jair Bolsonaro, Economy Minister Paulo 
Guedes and House Speaker Rodrigo Maia 

presented a united front on Thursday on pension 
reform, trying to move past days of finger 
pointing that had rattled markets. 
 
($1 = 3.9012 reais) 
(Reporting by Jamie McGeever; additional reporting by 
Marcela Ayres; editing by Brad Haynes and Marguerita 
Choy) 
(( jamie.mcgeever@thomsonreuters.com ; +55-61-
3428-7015;  
Reuters Messaging: 
jamie.mcgeever.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

Fitch Says Ecuador New Economic Plan 

Could Stabilize Rating Outlook  

27-Mar-2019  
March 27 (Reuters) - FITCH: 
Fitch says Ecuador new economic plan could 
stabilize rating outlook. 

Fitch says significant implementation risks for 
Ecuador's new economic plan exist, owing to 
likely political unpopularity of key reform 

measures. 
Fitch says - passage of necessary legislation 
through national assembly is uncertain and will 
be a key test for Ecuador's economic plan. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico central bank holds rates steady, 

flags rating risks  

28-Mar-2019   

MEXICO CITY, March 28 (Reuters) - Mexico's 

central bank held its benchmark interest rate 
steady on Thursday, as expected, flagging 
economic uncertainty and risks surrounding 
the credit ratings of both state oil company 
Pemex and the government. 

Among risk factors that have led to a discount 
on domestic assets or boosted risk premia, 
"those related to the credit rating of Pemex, and 

even to Mexico's sovereign debt, are particularly 

noteworthy," the bank said in its post-meeting 
statement. 
In recent weeks, credit ratings agencies have 
issued warnings about Pemex, the sovereign 
rating, and dozens of corporations, expressing 
concern about the government's plans to bail out 

the deeply indebted oil company. 

The Bank of Mexico's (Banxico) board members 

voted unanimously to hold the overnight 
interbank rate at 8.25 percent, its highest since 
August 2008. 
All 18 analysts and economists surveyed in a 
Reuters poll forecast that Banxico would hold the 
key lending rate at 8.25 percent, the level it has 

been at since Dec. 20. 
The bank said the balance of risks for growth 
remained tilted downward and that slack 
conditions in the economy loosened towards 
the end of 2018 and the early part of 2019. 

Despite a recent easing in price pressures, the 
bank said "the balance of risks for the forecasted 
path of inflation still remains to the upside, in an 

environment of high uncertainty." 

Mexico's annual inflation continued to slow in the 
first half of March, with consumer prices rising 
3.95 percent in the year through February, 
slightly below the 3.99 percent increase 
registered in the second half of February. 
One risk for inflation the bank mentioned was 

President Andres Manuel Lopez Obrador's move 
to boost the minimum wage. 
"Considering the magnitude of the minimum 
wage increases, in addition to their possible 
direct impact, there is also the risk that these 
bring about wage revisions that exceed 
productivity gains and give rise to cost 

pressures, affecting formal employment and 
prices," said the bank. 

In December, the country's wage commission 
agreed to raise the daily minimum wage of just 
over $4 by 16 percent, the biggest percentage 
raise since 1996. 

 
(Reporting by Anthony Esposito 
Editing by James Dalgleish) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Peru 

Fitch Affirms Peru's Ratings at 'BBB+'; 

Outlook Stable 

28-Mar-2019   
Fitch Ratings-New York-28 March 2019: Fitch 
Ratings has affirmed Peru's Long-Term 
Foreign Currency Issuer Default Rating (IDR) 

at 'BBB+' with a Stable Outlook.  

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS  
Peru's ratings reflect its strong public and 
external balance sheets and its credible and 
consistent macro policies, which have 
entrenched macroeconomic and financial 

stability. These strengths balance vulnerabilities 

from high commodity dependence, financial 
dollarization, and a low government revenue 
base, as well as lower income per capita and 
governance indicators (including government 
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effectiveness) than the current 'BBB' median. 

A cyclical recovery of copper investment, 

supported by infrastructure projects and firmer 
private consumption, drove Peru's 4% real GDP 
growth in 2018. Fitch expects copper projects 
and progress on a handful of airport, metro, and 
port infrastructure investments to underpin 
average annual growth of 3.7% in 2019-2020. 

However, the economic outlook is sensitive 
global demand for copper, the pace of 
retendering Odebrecht-related projects, the 
severity of El Nino weather conditions, and U.S. 
monetary policy revisions that would affect the 
timing of the central bank's rollback of the 

current monetary stimulus.  
Growth potential is likely to remain 3.5%-4%, 
absent substantial economic reforms that would 

boost investment and productivity such as 
improvement in infrastructure or labor market 
reform. Fitch assumes the political environment 
would prevent the implementation of such 

reforms over our forecast period. Real GDP 
growth has decelerated below the current 'BBB' 
median, with a five-year average growth rate of 
3.2% versus 3.6% for peers. New copper 
investments are increasing export and economic 
concentration in the metal (Peru is now the 
world's second largest supplier) and intensifying 

its exposure to the commodity cycle.  
Inflation is low and stable with public 
expectations well anchored. Inflation averaged 
1.3% in 2018 amid economic slack and an 

absence of food price and external shocks. It is 
expected to pick up to the mid-point of the 

central bank's target band of 2%+/-1% in 2019-
2020 as private consumption and non-mining 
investment rise moderately. Firmer copper 
prices and a small projected surplus of the 
current account balance plus FDI are expected 
to keep the Sol-U.S. dollar exchange rate 
relatively stable during 2019-2020, limiting 

import-price-inflation pass-through. 
Peru's strong external balance sheet largely 
offsets vulnerabilities from its commodity 
export dependence (72% of current external 
receipts, CXR) and financial dollarization 

(29% of credit in 2018). Peru maintains a more 

robust net external creditor position, 9% of CXR 
in 2018, than the current 'BBB' median (net debt 
of 11%). However, Peru's external debt service 

ratio, 15% of CXR in 2018, exceeds the current 
'BBB' median of 13%, reflecting higher public 
and private foreign borrowing since 2014. Peru's 
strong balance sheet liquidity, with international 
reserves of USD64.6 billion at end-March 2019, 
support its international liquidity ratio of above 

200% (current 'BBB' median; 138%).  
General government debt (NFPS debt excluding 
Petroperu's external debt) will stabilize close to 
24% of GDP during 2018-2020, below the current 
'BBB' median of 36% of GDP, as the government 

reduces the budget deficit. The interest burden, at 
6.4% of revenues in 2018, is approaching the 
current 'BBB' median of 7.5%, but this reflects 
greater Sol-denominated issuance, which raised 

the local-currency share of debt to 66% in 2018. 
Deficit financing has eroded Peru's large 

aggregate savings buffer (general government 

deposits, including restricted subnational 

government deposits) to 11% of GDP at end-
2018 from 15% at end-2014, with the fiscal 
stabilization fund (FEF) balance narrowing to 
2.6% of GDP at end-2018 from 4.7% at end-
2014. 
Fitch expects the general government deficit to 

narrow to 1.9% of GDP in 2019 from 2.1% in 
2018 in line with the Vizcarra administration's 
commitment to return to a small primary surplus 
by 2021. Revenue is recovering reflecting the 
cyclical upswing of copper prices and expanding 
production, the economic pick-up, and tax 

enforcement and compliance efforts. 
Expenditure restraint remains firm, supported by 
the fiscal rule and constitutional strictures. The 

capital budget, which underperformed in 2018, 
is likely to do so again in 2019 reflecting 
transitional and execution constraints among 
subnational governments, slow reconstruction 

for El Nino flooding and delays to major 
infrastructure projects.  
The political volatility that colored Peruvian 
politics during 2017-2018 has calmed, although 
governability challenges have not entirely 
dissipated. Congressional risks to President 
Vizcarra's ability to finish his presidential term 

and the cabinet instability that plagued the 
preceding Kuczynski and Humala administrations 
abated in October 2018 with the arrest of the 
leader of the largest opposition party in congress 

on corruption charges and the subsequent 
fragmentation of the party. The president won a 

mandate for anti-corruption reforms in a 
December 2018 referendum.  
Governance indicators, as measures by the 
World Bank, are weaker than peers, but the 
measures approved in the referendum could 
support an improvement. These included efforts 
to improve the transparency of top judicial 

appointments, limit immediate congressional 
reelection, and bring greater accountability for 
campaign financing and sanctions for abuses 
(which requires implementing legislation). We 
expect that the administration will prioritize 

implementation of these reforms over its final 
three years of its term. 

Peru's commercial banks are well capitalized 
(14.7% CAR) with low non-performing loans 
(3%) covered 154% by provisions and adequate 
liquidity. Credit dollarization fell to 29% in 2018 
from 40% in 2013, reflecting BCRP and SBS 
policies to reduce foreign currency credit to 

vulnerable segments (household, small-
business, and consumer credits). 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Peru a score 
equivalent to a rating of 'BBB' on the Long-Term 
Foreign Currency (LT FC) IDR scale. Fitch's 

sovereign rating committee adjusted the output 
from the SRM to arrive at the final LT FC IDR by 
applying its QO, relative to rated peers, as 
follows: 
--Macroeconomic outlook, policies and 
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prospects: +1 notch: Peru's consistent and 

credible macro policy framework has entrenched 

macroeconomic and financial stability. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 

forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 

The main risk factors that, individually or 
collectively, could trigger a positive rating action 
are: 

--Higher growth that reduces Peru's income gap 
relative to higher-rated sovereigns; 
--Structural improvement of governance 
standards and strengthened institutional 

capacity; 
--Significant improvements in Peru's fiscal and 
external balance sheets and material reduction 
of financial dollarization. 
Conversely, the main factors that could lead to a 
negative rating action are: 
--Failure to consolidate public finances resulting 

in a deterioration of the general government 
balance sheet; 
--Weakening investment and growth hindering 
the convergence of income levels toward the 

'BBB' median; 
--A negative external shock, such as a sharp 

decline in the price of Peru's main commodity 
exports, resulting in weaker macroeconomic 
performance and deterioration in fiscal and 
external balance sheets. 
KEY ASSUMPTIONS 
Fitch assumes that global growth, commodity 
prices and interest rates evolve in line with 

Fitch's quarterly Global Economic Outlook. 
Fitch has affirmed the following ratings: 
--Long-Term Foreign Currency IDR at 'BBB+'; 
Outlook Stable; 
--Long-Term Local Currency IDR at 'A-'; Outlook 

Stable; 
--Short-Term Foreign Currency IDR at 'F2'; 

--Short-Term Local Currency IDR at 'F1'; 
--Country Ceiling at 'A-'; 
--Issue ratings on long-term senior unsecured 
Foreign Currency bonds at 'BBB+'; 
--Issue ratings on long-term senior unsecured 
Local Currency bonds at 'A-'. 

 
Media Relations: Elizabeth Fogerty, New York, Tel: +1 
212 908 0526, Email: 
elizabeth.fogerty@thefitchgroup.com 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 
 
 

AFRICA 
 

Benin 

Fitch Rates Benin's New EUR Bond 'B'  

27-Mar-2019  
Fitch Ratings-Hong Kong-March 27: Fitch 

Ratings has assigned Benin's EUR500 million 
5.75% notes maturing 2026 a long-term 
foreign currency 'B' debt rating. 

The net proceeds from the notes will be used by 
Benin to finance priority projects under the 
2016-2021 Government Action Plan (PAG), 

mostly in the infrastructure, digital economy and 
electricity sectors. 

KEY RATING DRIVERS 
The rating is in line with Benin's Long-Term 
Foreign-Currency Issuer Default Rating (IDR), 
which Fitch assigned at 'B' with a Positive 

Outlook on 8 March 2019. 
RATING SENSITIVITIES 
The bonds' rating is sensitive to changes in 
Benin's Long-Term Foreign-Currency IDR. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Congo Republic 

Fitch Upgrades the Republic of Congo 

to 'CCC'  

27-Mar-2019  
Fitch Ratings-Hong Kong-March 27: Fitch 

Ratings has upgraded the Republic of Congo's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) to 'CCC' from 'CC'. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
The upgrade of Congo's IDR reflects an 
improvement in government liquidity from 
higher oil revenues, and reduced risk of 
disruptions to payments of bondholders, 
despite lingering uncertainty over the 
conclusion of debt restructuring discussions 
and agreement on an IMF programme. 

The recovery in oil prices and production, as well 
as fiscal consolidation measures, offer temporary 

liquidity relief to government finances. Congo's 
external current account balance (CAB) has 
shifted from large double-digit deficits over 
2015-2017 to an estimated surplus of 11.3% of 

GDP in 2018 and projected at 8.7% in 2019. 
However, as oil production is expected to 
decrease in 2020 with the depletion of the Moho 

Nord field, the CAB is expected to revert to 
deficit again in 2020, to -5.1% of GDP according 
to Fitch's estimates. Similarly, the fiscal deficit 
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will substantially narrow in 2018 to -2.3% of 

GDP, against an average of -23.3% between 

2015 and 2017, and should record a surplus in 
2019 (5.3% of GDP) and in 2020 (2%). 
The default risks on Congo's market debt 
instruments have lessened. We understand 
that the authorities continue to aim to exclude 
Congo's sole Eurobond (USD478 million 
maturing in 2029) and the five-year local-
currency bond from ongoing debt 

restructuring negotiations. They expect to 
reach an agreement with bilateral creditors this 
year, although further delays are possible. 
Negotiations with oil traders are likely to take 
longer but are not expected to hold up progress 
towards an agreement on an IMF programme. 
An IMF programme would catalyse further 

international donor financing of up to around 
USD900 million over three years, according to 
the authorities. Importantly, in Fitch's view, a 
programme would strengthen the credibility and 
coherence of the macroeconomic framework, 
especially on the fiscal consolidation and debt 
sustainability front, although implementation 

risks are likely to be high. 
Congo's 'CCC' IDR also reflects the country's low 
governance indicators and uneven track record 
of debt repayment, unsustainable debt levels, 
narrow funding options and vulnerability to 
external shocks. 

A recent history of defaults, recurring 
governance and public finance management 

(PFM) deficiencies weigh on the rating. Congo 
defaulted twice on its Eurobond, in 2016 and 
2017, one of which was caused by poor debt 
management and the other linked to the 
litigation between Congo and Commissions 

Import Exports SA (Commisinpex). Deep-rooted 
institutional shortcomings have also laid the 
ground for past recourse to opaque financing 
schemes. PFM deficiencies could hinder future 
debt repayments or leave debt levels on an 
unsustainable track. 
General government debt and debt service 

levels remain unsustainably high. We 
estimate general government debt declined to 
about 100% of GDP in 2018, against 113% in 

2017. We project the ratio will decrease slightly 
to 97% in 2019, before rising again to 101% in 
2020, mainly due to a projected contraction of 
nominal GDP. The concentration of maturities 
coming due on public debt over the coming two 

years will lead to debt maturities averaging 
12.7% of GDP between 2018 and 2020, against 
5.6% in 2017. Congo has accumulated large 
arrears, essentially domestic, reaching around 
28% of GDP in 2018 according to official 
estimates. 
The materialisation of contingent liabilities 

remains a risk. The lack of transparency of 
state-owned enterprises' balance sheets brings 

uncertainty about the level of their debt. A 
government-commission audit of arrears and 
contingent liabilities is still on-going. In addition, 
continuing litigation with Commisinpex could 

cause additional debt claims to arise. 
Net external debt is estimated to have reached 

61.1% of GDP in 2018, compared with 78.8% in 

2017 and, and should decline to 57.2% of GDP 

on average over 2019-2020. External debt 
service as a share of current account receipts 
more than doubled in 2016 and 2017 to reach 
19.4% on average, mainly due to a fall in oil 
exports proceeds. 
Congo's membership of the Central African 

Economic and Monetary Community (CEMAC) 
reduces the foreign exchange liquidity risk as it 
gives the country access to the pooled reserves 
of the six member states and to the unlimited 
convertibility from the CFA franc to the euro 
provided by France. Congo's virtually allocated 

official reserves will remain low, with 1.6 months 
of import coverage on average in 2019 and 
2020. 

Funding options remain narrow as delays in final 
agreement of an IMF programme have hindered 
budget support from international donors and 
access to international capital markets remains 

limited. A freeze of statutory advances from the 
Central Bank of Central African States (BEAC )in 
2016 coupled with a shallow regional market and 
tighter liquidity conditions in CEMAC have 
reduced local currency funding options. 
The current growth recovery is expected to be 
temporary as we project oil production to start 

declining in 2020 and non-oil growth to remain 
negative. Fuelled by the increase in oil revenues, 
GDP grew by 1.0% in 2018 and will grow by 
2.5% in 2019, albeit a slower rate than assumed 

by the government in the 2019 budget (+3.1%). 
However, the decline in oil production will lead 

to a renewed contraction of GDP in 2020 (-1%). 
Our projections are driven by our lower non-oil 
growth forecasts, which average -3% between 
2019 and 2020 compared with positive rates 
expected by the authorities. Public investment 
should be constrained by limited fiscal space and 
restricted private sector investment. 

Social and political tensions remain high. 
Security in the Pool region of Congo improved 
after the 2017 peace agreement, allowing the 
train and the road between Congo's economic 
hub of Pointe-Noire and the capital Brazzaville to 

function again. Risks of social unrest remain, 
exacerbated by arrears on payment of 

government wages in the health and education 
sectors. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
In accordance with its rating criteria, for 
ratings of 'CCC' and below, Fitch's sovereign 
rating committee has not utilised the SRM and 
QO to explain the ratings, which are instead 

guided by the ratings definitions. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 

score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

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

The following developments could lead to 

positive rating action: 
• Sustained easing of financing conditions 
through, for example, inflows facilitated by 
implementation of an IMF programme 
• Improvement of debt sustainability from 
finalisation of a restructuring agreement 

• A reconstitution of fiscal and external 
buffers 
The following developments could lead to a 
negative rating action: 
• Increased signs of an imminent default 
or possible restructuring of market debt 

instruments 
• Disruptions to payments to bondholders 
arising from legal procedures initiated against 

the sovereign 
KEY ASSUMPTIONS 
Global economic trends and commodity prices 
are expected to develop as outlined in Fitch's 

Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR upgraded to 
'CCC' from 'CC' 
Long-Term Local-Currency IDR affirmed at 'CCC' 
Short-Term Foreign-Currency IDR affirmed at 'C' 
Short-Term Local-Currency IDR affirmed at 'C' 

Country Ceiling upgraded to 'BB-' from 'B+ 
Issue ratings on long-term senior unsecured 
foreign-currency bonds upgraded to 'CCC' from 
'CC' 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 

©Thomson Reuters 2019. All rights reserved. 
 
 

Ghana 

Moody's Says Ghana's Credit Profile 

Constrained By High Debt Ratio And 

Low Debt Affordability   

25-Mar-2019  
March 25 (Reuters) - Moody's Ratings: 
Moody's says Ghana's credit profile 
constrained by high debt ratio and low debt 
affordability. 

Moody's says weak debt affordability and 
revenue generation capacity remain key credit 
challenges for Ghana. 
Moody's says strong growth outlook is among 
Ghana's credit strengths. 
Moody's says Ghana's expansionary tilt in 2019 
budget, potential for further contingent liabilities 

materializing in 2019 pose risk to debt 
trajectory. 
Moody's says Ghana's strong growth outlook is 
supported by expansion of oil and gas-field 
developments after technical interruptions in 
2018. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Rates Ghana's USD Notes 'B'  

25-Mar-2019  
Fitch Ratings-Hong Kong-March 25: Fitch 

Ratings has assigned Ghana's USD750 million 

senior unsecured notes due 26 March 2027, 
USD1.25 billion senior unsecured notes due 
26 March 2032, and USD1 billion senior 
unsecured notes due 26 March 2051 final 
ratings of 'B'. 

The final rating replaces the expected rating of 
'B( EXP)' that Fitch assigned on 18 March 2019. 
KEY RATING DRIVERS 

The ratings are in line with Ghana's Long-Term 

Foreign-Currency Issuer Default Rating (IDR) of 
'B', which has a Stable Outlook. 
RATING SENSITIVITIES 
The rating of the notes is sensitive to changes in 
Ghana's Long-Term Foreign-Currency IDR. 
On 18 March 2019, Fitch affirmed Ghana's Long-
Term Foreign-and Local Currency IDRs at 'B' 

with a Stable Outlook. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Mozambique 

IMF says will consider emergency 

financial assistance for Mozambique 

after cyclone  

26-Mar-2019  
JOHANNESBURG, March 26 (Reuters) - The 

International Monetary Fund said on Tuesday 
it will consider emergency financial assistance 
in Mozambique under an IMF Rapid Credit 
Facility after Cyclone Idai ripped through 
three southern African countries killing at 
least 686 people.  

“While it is still early to precisely assess the 

macroeconomic effects of Cyclone Idai and 
reconstruction costs, these will be very 
significant," the IMF said in a statement.  
 
(Reporting by Tanisha Heiberg; Editing by Alison 
Williams) 
(( Tanisha.Heiberg@thomsonreuters.com ; 
+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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Nigeria 

Nigeria aims to borrow at home and 

abroad to fund 2019 budget  

27-Mar-2019  
ABUJA, March 27 (Reuters) - Nigeria plans to 

tap concessionary long-term loans to finance 
its 2019 budget in addition to borrowing at 
home, Finance Minister Zainab Ahmed said on 
Wednesday. 

"We intend to fund the 2019 budget through 
borrowing locally and internationally with a 

spread of 50:50. Our focus is on concessionary 
long-term loans," said a National Assembly 
tweet quoting the finance minister. 

 
(Reporting by Chijioke Ohuocha 
Editing by Mark Heinrich) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

Nigerian bond yields drop after 

surprise central bank rate cut  

27-Mar-2019  
By Chijioke Ohuocha 
ABUJA, March 27 (Reuters) - Nigerian bond 

yields fell slightly on Wednesday, a day after 
the central bank unexpectedly announced an 
interest rate cut aimed at stimulating growth 
in Africa's biggest economy, traders said. 

Nigeria's central bank cut its benchmark interest 
rate by 50 basis points to 13.5 percent on 
Tuesday, its first reduction in four years. The 
rate has been held at 14 percent since July 2016 
to support the naira and curb inflation. 

Bond yields dropped to around 13 percent across 
maturities on Wednesday on minor buying 
interest, traders said. They later recovered to 
14.15 percent. The most liquid one-year 
treasury yield fell 15 basis points to 12.75 
percent. 

"The markets opened lower but no one is buying 

as investors adjust their bids," one trader said. 
Traders said low liquidity on the interbank 
market hampered deals, adding yields have 
already fallen from as high as 15 percent last 
month after the central bank lowered the rates 
at which it sold treasuries at its last auction. 

Banking sector credit doubled to 80 billion naira 
on Tuesday from the previous day but the 
amount of maturities due to be repaid between 
now and August is not sufficient to boost 
liquidity, traders said. 
President Muhammadu Buhari last month 
defeated his pro-market rival Atiku Abubakar, 

winning re-election on a pledge to revive the 
economy, which has faced low growth since 

emerging from its first recession in 25 years in 
2017. 
With election uncertainty out of the way, bond 
buyers expect the central bank could start to 

increase liquidity to improve funding conditions.  

The central bank expects the country to lift 

growth to between 2.7 and 3 percent this year, 

up from 1.9 percent last year, the governor said 
during Tuesday's rate decision. 
The stock market, which is beset with worries 
over low growth, dropped 0.5 percent on 
Wednesday as brokers say the rate cut was too 
little to stimulate the economy. 

 
(Reporting by Chijioke Ohuocha 
Editing by Alexandra Hudson) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EMERGING MARKET 
 

IMF's firepower insufficient to respond 

to major new crisis   

28-Mar-2019  
PARIS, March 28 (Reuters) - The International 

Monetary Fund does not have sufficient 
lending capacity to respond if a major new 
emerging market crisis affecting several 
countries erupted, the head of the Bank for 
International Settlements said on Thursday. 

BIS general manager Agustin Carstens, a former 
head of the Bank of Mexico, said that last 

reviews of IMF quotas, how much member 

countries pay in and the voting rights that go 
with that, had failed to ensure it had sufficient 
financial resources. 
"This leaves us with the problem of having 
inadequate resources and having to improvise in 
times of crisis. The mission of the fund is there," 

Carstens told a conference at the French central 
bank.  
"If the Fund cannot do it others will have to 
do it otherwise the economic costs will be 
huge," he added. 

 
(Reporting by Leigh Thomas; editing by Richard 
Lough) 
(( leigh.thomas@thomsonreuters.com ; +33 1 4949 
5143; )) 
(c) Copyright Thomson Reuters 2019. 
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