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ASIA 
  

APAC Asia-Pacific 

Fitch Ratings: APAC Sovereign Outlook 

Stable despite Growth Challenges  

26-Nov-2019  
Fitch Ratings-Hong Kong/London-November 
25: Asia-Pacific sovereign Outlooks are mostly 
stable, with adequate financial buffers and 
policy space to support domestic demand, 

Fitch Ratings says. Nevertheless, APAC 
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sovereigns face a challenging year as slowing 

global growth and trade policy uncertainty weigh 

on exports and economic activity. 
APAC sovereign ratings span a broad range of 
developed, emerging and frontier markets. This 
is reflected in the dispersal of ratings from 'AAA' 
to 'B-'. The prevalence of stable rating outlooks 
indicates that the broad distribution is likely to 

remain intact over the next 12-18 months. 
Virtually all Fitch-rated APAC sovereigns have 
seen a slowdown in growth in 2019, and many 
will see a further decline in 2020 under our 
baseline. This typically reflects the impact of US-
China trade tensions and slower global demand. 

But country-specific factors are also at play. 
India's slowdown is being driven by a domestic 
credit crunch, for example. 
The region nevertheless is proving 
economically resilient. Southeast Asian 
economies benefit from robust consumption 
and favourable demographics, while a few 
have gained from trade and investment 

diversion. More broadly, policy stances are 

supporting growth with fiscal space being 
utilized as room for further monetary stimulus is 
shrinking. 
Plans for fiscal easing vary from modest 
loosening to accommodate automatic stabilisers 
as in Indonesia, Malaysia, and India, to more 
aggressive expansionary measures in South 

Korea and China. China's tax cuts and 
infrastructure spending, financed with local 

government special bonds, have so far helped 
the government avoid less transparent forms of 
stimulus that could be negative for the rating. 
Most APAC sovereigns have debt-to-GDP 
ratios at or below rating category means, but 

there are a few exceptions, including Japan, 
where we think the authorities might embark 
on more aggressive stimulus. 

Trade protectionism has been accompanied by 
slowing global capital flows. No Emerging Asia 
sovereigns are on Negative Outlook, but several 
APAC frontier markets face challenges posed by 
low reserves and high external debt repayments. 

Vietnam and Thailand are on Positive Outlook, 
while Hong Kong is the only APAC sovereign on 

Negative Outlook owing to the effects of 
continuing protests on the business environment 
and the territory's reputation as a stable 
business hub. Political and geo-political factors 
will be relevant in 2020. Relations between the 

Chinese Mainland and Taiwan could be affected 
positively or negatively by Taiwan's Presidential 
elections in January, for example. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email:  
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 

 

GCC-Gulf Cooperation Council 

Fitch Ratings: Sovereign Wealth Funds 

Key to High GCC Ratings  

26-Nov-2019  
Link to Fitch Ratings' Report(s): 
Fitch Ratings-Hong Kong-November 25: The 

sovereign wealth funds (SWFs) of Abu Dhabi, 
Kuwait and Qatar provide two-to-five notches 
of uplift to their sovereign ratings, Fitch 
Ratings says in a new report on SWFs. 

The three SWFs that are the main focus of 

Fitch's report predominantly invest fiscal 
reserves in external assets but offer limited 
public disclosures: the Kuwait Investment 

Authority (KIA, whose foreign assets under 
management (AUM) Fitch estimates at over 
USD560 billion in 2019), the Abu Dhabi 
Investment Authority (ADIA; estimated foreign 

AUM of USD500 billion), and the Qatar 
Investment Authority (QIA; estimated foreign 
AUM of USD230 billion). 
These SWFs are among the largest in the 
world both in absolute terms and relative to 
the size of their economies, ranging from 
around 120% of GDP in Qatar to more than 
400% in Kuwait. 

The ratio of assets to GDP varies significantly 

with oil prices, but more stable indicators also 
point to the strong buffer provided by SWFs, 

while accounting for the political economy of 
GCC states, which demands extensive public 
employment, direct transfers to citizens and 
state-supported non-oil activity. The foreign 

assets of the KIA are 8x the country's total 
government spending, non-oil GDP, or the 
government non-oil primary deficit. The foreign 
assets of QIA and ADIA are 2x-3x non-oil GDP, 
4x-6x government spending and 12x 
government non-oil primary deficits. 
SWF assets in the GCC are generally not 

disclosed, and Fitch estimates their value by 
compounding estimated historical net inflows 
using assumptions about returns and asset 

allocations. Supporting data for such estimates 
is available to varying degrees, with Kuwait and 
Abu Dhabi offering significantly more 
transparency than Qatar. Fitch applies no 

specific penalty for lack of transparency, but its 
estimates are conservative. 
Fitch estimates that SWF assets in Kuwait, 
Abu Dhabi and Qatar would remain large even 
under an adverse scenario involving a 
combination of significant further declines in 
oil prices, continued pressure on hydrocarbon 
production volumes, and weak financial 

returns. Favourable asset market returns could 

allow SWF assets to be maintained even if amid 
persistent fiscal deficits. Although financial 

market returns are uncertain and could lead to 
sudden valuation losses, they could generally be 
expected to offset a drawdown rate of 1%-3% of 
assets (which Fitch forecasts for Abu Dhabi and 
Kuwait). 

Kuwait, Abu Dhabi and Qatar have chosen to 

mailto:Publicdebtnet.dt@tesoro.it
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issue debt despite their large SWFs. This reflects 

a desire to preserve wealth for future 

generations and expected returns on assets 
exceeding the cost of debt. Fitch expects around 
USD35 billion of gross foreign issuance from 
these countries in 2020-2021, against a GCC 
total of USD85 billion. This would be 
accompanied by drawdown of wealth funds, 

deposits and other sovereign assets of around 
USD55 billion (half of the GCC total, with the 
rest mostly relating to Saudi Arabia). 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Armenia 

Armenia's economy grows 7.9% year-

on-year in Q3  

27-Nov-2019  
YEREVAN, Nov 27 (Reuters) - Armenia's 

economy expanded 7.9% in the third quarter 
compared with the same period last year, 
supported by growth in the manufacturing, 
construction, trade and hospitality sectors, 
preliminary official data showed on 
Wednesday. 
Economic growth in Armenia picked up to 7.1% 

in the first quarter and 6.5% year-on-year terms 
in the second quarter of 2019, the National 
Statistical Committee said. 
Earlier this month the central bank raised its 
GDP growth forecast for this year to 6.9%-7.1% 
from 4.9% due to the strength of both 
manufacturing and services. 

In 2018, Armenia's economy expanded 5.2%, 
down from 7.5% growth in 2017.  
The country of around 3 million people depends 
heavily on aid and investment from former 
imperial master Russia, whose economic 

downturn has in recent years hit Armenian 
exports as well as remittances from Armenians 

working in Russia. 
Armenian officials say that the proportion of 
remittances to its GDP is gradually decreasing.  
The IMF, which has forecast 4.6% growth for 
Armenia this year, approved a $248.2 million 
three-year stand-by precautionary 
arrangement for the country in May to support 
structural reforms and improve the business 

environment. 

Armenian authorities do not intend to draw on 
the funds unless economic shocks create balance 
of payments problems. 
 
(Reporting by Nvard Hovhannisyan; Editing by Alison 
Williams) 
((margarita.antidze@thomsonreuters.com; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 

 
 

Azerbaijan 

Azerbaijan passes 2020 budget, 

expects GDP growth of 3% next year  

29-Nov-2019  
BAKU, Nov 29 (Reuters) - Azerbaijan's 

parliament on Friday passed a budget for 
2020 based on an estimated oil price of $55 
per barrel and gross domestic product (GDP) 
growth of 3% next year.  

The government said in September that GDP 
growth this year was expected to ease to 2.3% 

from a previous forecast of 3.2%. An initial 
projection of 3.6% was revised downwards in 

July. Economic growth in 2018 was 1.4%. 
The budget forecasts an acceleration in annual 
inflation to 4.6% in 2020 from the 4% expected 
this year.  
Azerbaijan's budget deficit is expected to 

widen to 2.8 billion manats ($1.6 billion) in 
2020, or 3.3% of GDP, up from 2.0 billion 
manats or 2.5% of GDP projected for this 
year. 

Revenues are seen at 24.1 billion manats, up 
from 23.2 billion projected for this year. 
Spending is seen at 26.9 billion manats, up from 
25.2 billion in 2019. 
The country, where oil and gas account for about 

95% of exports and 75% of government 

revenue, plans to produce 37.712 million tonnes 
of oil in 2020, slightly less than the 37.752 
million tonnes expected this year, and 37.820 
billion cubic metres (bcm) of gas, up from 
35.183 bcm forecast this year. 

The government expects foreign direct 
investment (FDI) to rise 27% next year to 
$6.094 billion from $4.797 billion expected this 
year. 
 
($1=1.7 manats) 
(Reporting by Nailia Bagirova; Writing by Margarita 
Antidze; Editing by Kirsten Donovan) 
((margarita.antidze@thomsonreuters.com; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bahrain 

S&P Revised Bahrain's Outlook to 

Positive on Improving Fiscal Prospects  

29-Nov-2019  
Nov 29 (Reuters) - S&P  
• S&P says Bahrain outlook revised to 
positive on improving fiscal prospects; 'B+/B' 
ratings affirmed 

• S&P says although Bahrain's fiscal 

position is still sensitive to oil prices, S&P 

expects it to improve further 
• S&P says expect Bahrain's external 
vulnerabilities to decline, supported in part by 
other gulf cooperation council sovereigns 

mailto:Publicdebtnet.dt@tesoro.it
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• S&P says revising outlook on Bahrain to 

positive from stable & affirming 'b+/b' long- and 

short-term sovereign credit ratings 
• S&P says Bahrain's positive outlook 
indicates that S&P expects government to 
implement further reforms to keep fiscal deficits 
on decreasing trajectory 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bangladesh 

Fitch Affirms Bangladesh at 'BB-'; 

Outlook Stable  

25-Nov-2019  
Fitch Ratings-Hong Kong-November 25: Fitch 

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

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

rating action commentary. 
KEY RATING DRIVERS 
Bangladesh's ratings balance strong GDP 
growth, high foreign-exchange reserve buffers 
and moderate, although rising, general 
government debt against weak structural 
indicators, including a challenging business 

environment relative to peers, exceptionally low 
fiscal revenue and poor banking-sector health. 

Bangladesh's high economic growth has proved 
resilient to a number of severe shocks over the 
past decade, including political crises and natural 
disasters. The country exhibits one of the 

highest real GDP growth rates of all sovereigns; 
its 7.4% average real GDP growth over the past 
five years well exceeds the 'BB' category median 
of 4.2%. The government estimates growth of 
8.1% for the financial year ended June 2019 
(FY19), underpinned by strong domestic demand 
given high remittances and a solid net export 

contribution. Fitch forecasts growth to decelerate 
slightly to 7.5% in FY20 and 7.2% in FY21, as 
external demand for Bangladeshi exports has 

been falling in recent months, following the 
trend of slowing world trade. Bangladesh's 
inflation is high against the 'BB' median of 3.4%, 
averaging 5.5% in 10M19, but is on par with 

Bangladesh Bank's target ceiling for FY20. 
Foreign reserve buffers remain comfortable, 
amounting to USD32.4 billion in October 2019 
- 5.5 months of current external payments, 
compared with 4.3 months for 'BB' category 
peers - even though Bangladesh continues to 
run a modest current account deficit, which 

we forecast at 2.2% of GDP in 2019. This is 
due to several large infrastructure projects 

requiring significant imports of capital goods. 
International reserves, though, could come 

under pressure if Bangladesh Bank decides to 
intervene aggressively to support the exchange 
rate. Remittances from overseas workers 
continue to perform strongly, as USD17.1 billion 
flowed in through official channels in the 12 

months through September 2019, up by 10% 

from a year prior, even though average 

emigration fell by 22% over the same period. 

Bangladeshi ready-made garments, which make 
up 84% of total exports, earned the country 
USD34.1 billion in FY19 - USD3.5 billion more 
than in FY18. Export growth will likely slow this 
fiscal year, however. Bangladesh's share in the 
global apparel market has gradually risen to 

6.5% in 2017, but the country now faces weaker 
global trade and is not seeming to benefit much 
from a redirection in trade due to the US-China 
trade spat. 
Fitch estimates the fiscal deficit to have slightly 
widened to 4.8% in FY19, from 4.6% in FY18, 

due to weak revenue and for the revenue ratio 
to have fallen to 9.6% of GDP, the lowest ratio 
among all Fitch-rated sovereigns with the 

exception of Nigeria. The implementation of a 
new value-added tax law from July 2019 is 
unlikely to significantly improve the revenue 
ratio in the near term. 
Fitch expects fiscal deficits of just under 5.0% 
of GDP for the next few years, which implies a 
gradually rising general government debt 
ratio from a low 34.0% of GDP in FY18. 
Nevertheless, government debt/revenue of 
367% in FY19 is already more than double the 
167% 'BB' median and is increasing at a 

faster pace. The government has indicated that 
it aims to stop annual recapitalisation of public-
sector banks to improve banking management 

practices, but we believe there is upside risk to 

the government's debt trajectory due to further 
capital injections into public entities. 
Government interest payments/revenue was a 
high 17.6% relative to the 7.6% 'BB' median, 
but Bangladesh still benefits from external 

concessional financing. The lower use of national 
saving certificates to finance the deficit is 
positive, given the double-digit interest rates 
paid on such instruments, but a greater role by 
domestic banks to finance the deficit may crowd 
out private-sector borrowing. 
The banking sector's health and governance 

standards are weak, particularly at public-sector 
banks. The official gross non-performing loan 
(NPL) ratio was a high 11.7% in June 2019, up 

from 10.4% a year earlier, although the NPL 
ratio net of provisions was significantly lower at 
2.5%. According to the IMF the published NPL 
ratios are likely to underestimate problems in 

the sector, also indicating that the stressed 
asset ratio has risen to over 20%. In spite of the 
positive macroeconomic environment, gross 
NPLs at state-owned commercial banks rose to 
31.6% in June 2019, from 28.2% a year prior. 
The capital adequacy ratio for the sector is a low 

11.7% and is only 8.5% for state-owned 
commercial banks. The risk that the sovereign 
will need to provide additional financial support 
to the banking sector is somewhat mitigated by 

the small size of private credit, at 37% of GDP. 
Weak governance standards are illustrated by a 
low score for the World Bank governance 

indicator - 22nd percentile versus the 'BB' 
median of 44th percentile; this constrains the 
effectiveness of economic policies. The country 

mailto:Publicdebtnet.dt@tesoro.it
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ranks lowest in the 'BB' category for the Ease of 

Doing Business index, at 168th of 190 countries. 

The security situation in Bangladesh seems to 
have improved significantly over recent years 
and no longer seems to deter foreign visitors, 
even though recurrence of security incidents and 
political turmoil cannot be ruled out. A large 
infrastructure deficit continues to hamper 

investment, although the government has in 
recent years significantly enhanced electricity 
generation capacity and is focused on 
progressing some large infrastructure projects. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Bangladesh a 
score equivalent to a rating of 'BB' on the Long-
Term Foreign-Currency IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 

• Structural features: -1 notch, to reflect 
weak governance hindering the strength and 
effectiveness of economic policy, weak health 
and governance in Bangladesh's banking sector 
as well as a challenging business environment 
from red tape, polarised political settings and 
domestic security issues. 

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

score equivalent to a Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 

qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 
are not fully quantifiable or not fully reflected in 
the SRM. 
RATING SENSITIVITIES 
The main factors that individually, or 

collectively, could trigger positive rating action 
are: 
• Sustained improvement in the structure 
of public finances in terms of higher government 
revenue and lower risk of contingent liabilities 

• Improved governance that strengthens 
the business climate and banking-sector health 

The main factors that individually, or 
collectively, could trigger negative rating action 
are: 
• A significant rise in the government 
debt/GDP ratio due to the crystallisation of 
contingent liabilities related to banks or other 

state-owned enterprises 
• A drop in foreign-exchange reserves, for 
instance, in combination with a widening of the 
current account deficit 
• Substantial slowdown in GDP growth, for 
example, related to materialising political risk or 
a deterioration in security 

KEY ASSUMPTIONS 
• The global economy performs broadly in 
line with Fitch's latest Global Economic Outlook 
(September 2019). 
FULL LIST OF RATING ACTION 

Long-Term Foreign-Currency IDR affirmed at 

'BB-'; Outlook Stable 

Long-Term Local-Currency IDR affirmed at 'BB-'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'BB-' 
ESG CONSIDERATIONS 

Bangladesh has an ESG Relevance Score of '5' 
for Political Stability and Rights, as World Bank 
Governance indicators have the highest weight 
in Fitch's SRM and are therefore highly relevant 
to the rating and a key rating driver with a high 
weight. 

Bangladesh has an ESG Relevance Score of '5' 
for Rule of Law, Institutional and Regulatory 
Quality, and Control of Corruption as World Bank 

Governance Indicators have the highest weight 
in the SRM and are therefore highly relevant to 
the rating and a key rating driver. 
Bangladesh has an ESG Relevance Score of '4' 

for Human Rights and Political Freedoms, as 
World Bank Governance indicators have the 
highest weight in the SRM and are relevant to 
the rating and a rating driver. 
Bangladesh has an ESG Relevance Score of '4' 
for Creditor Rights, as willingness and ability to 
service debt are relevant to the rating and a 

rating driver, as for all sovereigns. 
 
Media Relations: Alanis Ko, Hong Kong, Tel: +852 
2263 9953, Email: alanis.ko@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. 
©Thomson Reuters 2019. All rights reserved. 
 
 

China 

China raises 6 bln USD in record USD 

sovereign bond sale  

27-Nov-2019  
BEIJING, Nov. 27 (Xinhua) -- China's Ministry 

of Finance (MOF) issued its biggest ever U.S. 
dollar sovereign bonds in Hong Kong Tuesday. 

The 6 billion U.S. dollar sovereign bonds came in 
four tranches, including 1.5 billion three-year 
bonds, 2 billion five-year bonds, 2 billion 10-
year bonds and 500 million 20-year bonds, the 
MOF said on its website. 

The bonds' scale and durations are reasonable 
and could help improve the yield curve of 
China's overseas U.S. dollar sovereign bonds, 
the MOC said. 
The bonds' investors are diverse and from a 
wide range of regions, underscoring 
international investors' enhanced recognition of 

China's sovereign bonds. 
The successful issuance reflects China's 
commitment to seeking higher-level opening-
up and global investors' confidence in China's 
steady economic expansion, the MOC added.  
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Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

China front-loads $142 bln in 2020 

local govt bonds to spur growth  

27-Nov-2019  
• Local govts should issue bonds as 

early as possible -ministry 
• Special bond issuance may help 
underpin investment-analysts 
• Economic growth may dip below 6% in 
fourth quarter  

BEIJING, Nov 27 (Reuters) - China has brought 

forward 1 trillion yuan ($142.07 billion) of the 
2020 local government special bonds quota to 
this year as it seeks to avert a sharper 
economic slowdown. 

The finance ministry said on Wednesday that 

local governments must ensure that special 
purpose bonds -- used to finance infrastructure 
projects -- should be issued and used as early as 
possible. 
"To ensure we can see results early next year ... 
and the economy can be effectively boosted as 

soon as possible," the ministry said in a 
statement on its website.  
The front-loaded debt quota was equivalent to 
47% of the 2019 quota, it said. 
"This is a big decision, which means that the 
government is pretty worried about the 

downward pressure on the economy," said Hua 

Changchun, analyst at Guotai Junan Securities. 
"Currently speaking, the economy has not been 
effectively stabilised yet.” 
Tang Jianwei, senior economist at Bank of 
Communications in Shanghai, said faster local 
government bond issuance could help underpin 
infrastructure investment, but he cautioned 

against any quick impact on the economy.  
"Special bonds could help stabilise investment, 
but any impact may not be felt until the first 
quarter," he said. 
Beijing has been leaning more heavily on fiscal 
stimulus to weather the current downturn, 

announcing 2 trillion yuan in tax and fee cuts 
this year and 2.15 trillion yuan in special local 
government bond issuance. 
China's economic growth cooled to a near 30-
year low of 6% in the third quarter, and may dip 
lower in the fourth quarter amid a trade war 
with the United States. 

Analysts do not expect an interim trade deal to 
brighten the outlook any time soon as the tariff 
war has only exacerbated a slowdown caused by 
weaker domestic demand. 
Many local governments are facing increasing 
fiscal strains as the tax cuts and the broader 
economic slowdown reduce their revenues, 

hampering their ability to carry through on big 

infrastructure projects which Beijing is counting 
on to revive growth. 
To support growth, the central bank is 
expected to ease policy further, although it 
has limited room to act due to debt, housing 
and inflation risks, analysts said. 

"The central bank should coordinate with fiscal 

policy. It should release more liquidity, so we 

expect it to cut the reserve requirement ratio 
(RRR) again towards the year-end," Tang said. 
The central bank has cut the RRR seven times 
since early 2018, alongside modest cuts in its 
new benchmark lending rates. 
 
($1 = 7.0389 Chinese yuan renminbi) 
(Reporting by Kevin Yao, Stella Qiu, Leng Cheng and 
Beijing Monitoring Desk; Editing by Catherine Evans) 
((yifan.qiu@thomsonreuters.com; 86-10-66271289)) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

India Bonds Rise on Short-Covering, 

Rate Cut Hopes; GDP Data Eyed  

25-Nov-2019  
By Siddhi Nayak 
NewsRise 
MUMBAI (Nov 25) -- Indian government bonds 

gained today aided by short-covering and 
hopes of monetary policy easing, while 
investors eyed the nation’s economic growth 
data due later this week for further cues. 

The benchmark 6.45% bond maturing in 2029 
ended at 99.83 rupees, yielding 6.47% in 
Mumbai, against 99.63 rupees and a 6.50% 
yield on Nov. 22. The Indian rupee settled at 

71.73 to the dollar against 71.71 at previous 

close. 
“There has been some short-covering, and 
traders built some fresh positions as the July-
September gross domestic product data is likely 
to be subdued, supporting the case for a rate cut 
next week,” said Yogesh Kalinge, vice president 

at A.K. Capital. “While a 25-basis-point rate cut 
is completely factored in, market participants 
will eye the commentary from the (Reserve Bank 
of India) governor on the future rate cut 
trajectory.” 
India’s gross domestic product growth data for 
July-September is due on Nov. 29, and most 

brokerages expect the output to slow further 

from the 5% print in April-June. 
Expectations of falling GDP growth have 
cemented hopes of a 25-basis-point rate cut by 
the rate-setting Monetary Policy Committee next 
week, even as October’s retail inflation data was 
sharply higher than the central bank’s 4% 

target. The MPC’s policy decision is due on Dec. 
5. The panel has cut rates by 135 basis points 
since January. 
Meanwhile, India's federal finance ministry 
expects economic growth to pick up pace in the 
next two-to-three quarters, helping power the 

expansion rate to near 6% this fiscal year to 
Mar. 31, a senior ministry official said today. 

"We have taken certain measures that are 
expected to give medium-term dividends. For 
the next quarter (July-September) we may near 
5% GDP growth, while for the entire year it is 
expected to be close to 6%," the official, who did 

not wish to be identified, told NewsRise. 
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India’s federal government has no proposal at 

present to bring out a so-called white paper on 

the state of the economy, Finance Minister 
Nirmala Sitharaman told lawmakers in the lower 
house of parliament. 
Anurag Thakur, minister of state for finance, last 
week said the government plans to meet its 
budget gap target of 3.3% of gross domestic 

product this financial year. The cabinet also gave 
in-principle approval for strategic disinvestment 
in five state-run companies, which will help the 
government meet its disinvestment target of 
1.05 trillion rupees. 
Crude oil prices rose over optimism that the 

United States and China could sign a trade deal 
soon. The benchmark Brent crude contract was 
up 0.2% at $63.51 per barrel. India imports 

over 80% of its crude oil requirements. 
 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Sunil Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Ratings downgrades Macrotech 

Developers debt from "BBB-" to "BB"  

28-Nov-2019  
India Ratings (Ind-Ra) has downgraded 
ratings of Macrotech Developers Limited's 

(MDL), earlier known as Lodha, debt 
instruments from "BBB-" to "BB" due to 
slower-than-expected progress on refinancing 
initiatives for US dollar-denominated bond 
maturing in March 2020 and timely 
refinancing of domestic term debt. 

Timely creation of liquidity backup for the 
upcoming debt maturities in 2HFY20 and FY21 
amid the funding challenges being faced by the 

sector remains the key rating monitorable. The 
rating action also factors in weaker-than-
expected operating performance in domestic 
residential market during April-October 2019, 
Ind-Rsa said in a statement. 
Rating agency has maintained ratings on 
Rating Watch Negative (RWN). 

Its liquidity is stretched and there is elevated 

refinancing risk for Debt Maturities in 2HFY20 
and FY21. MDL’s outstanding debt reduced to Rs 
24,850 crore as on 31 October 2019 from Rs 
25,640 crore in FYE19. The reduction in debt 
was led by repayment of construction finance 
debt from Lincoln Square (48CS) project. 

Out of the outstanding debt, Rs 4,940 crore is 
due for repayment from November 2019 to 
March 2020. This includes construction finance 
debt of Rs 1,560 crore (GBP170 million due in 
December 2019) on its 48 CS project, dollar-
denominated bonds of Rs 2,300 crore ($ 324 

million) due in March 2020 and domestic debt of 

Rs 1,100 crore due for repayment from 
November 2019 to March 2020. 
MDL is in the process of monetising its 0.6 
million sq. ft. of leasable area at New Cuffe 

Parade commercial project in Mumbai for Rs 

1,050 crore. The final sale agreement is likely to 

be concluded shortly. Proceeds from sale would 
be first used to retire debt against the property 
of Rs 650 crore and pending Rs 400 crore would 
be utilised for debt repayment, rating agency 
added. 
 
Copyright (c) 2019 Business Standard Ltd. 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Steady This Month As Rate 

Cut Bets Offset Fiscal Woes  

29-Nov-2019  

By Dharam Dhutia 
NewsRise 

MUMBAI (Nov 29) -- Indian government bonds 

ended November on a steady note as gains on 
bets of monetary policy easing next month 
were largely offset by persistent worries that 
a likely fiscal slippage could lead to additional 
borrowing.  

The benchmark 6.45% bond maturing in 2029 
ended at 99.88 rupees, yielding 6.47% in 
Mumbai, against 99.93 rupees and a 6.46% 
yield yesterday. The benchmark yield fell for the 
third consecutive week, but gained two basis 
points for the month. It had fallen five basis 
points in October. The Indian rupee ended at 

71.74 to the dollar, down 1.2% in November.  

“Rate cut hopes have widely supported bond 
market sentiment, and with GDP growth 
expected to moderate, there is scope for further 
monetary easing in this cycle,” said Aneesh 
Shrivastava, chief investment officer at IDBI 
Federal Life Insurance Company. “However, 

there is an underlying fear that if the divestment 
proceeds do not materialise as planned, 
additional borrowing is a certainty, which has 
capped a rally.” 
Indian bonds gained on bets that the nation’s 
Monetary Policy Committee will cut rates for a 
sixth consecutive time when it announces its 

decision next week. The MPC has cut rates by 

135 basis points in five consecutive policies since 

January, and has reiterated its focus on reviving 
growth. Most traders expect the MPC to deliver 
another 25-basis-point cut on Dec. 5.  
India’s GDP growth for July-September is 
expected to slow further from an over-six-year 

low of 5% in April-June. A Reuters poll pegs the 
print at 4.7%, while Nomura expects growth to 
have fallen to 4.2%. The data is due after 
market hours today. 
The economy likely grew at a slower pace of 4% 
to 4.5% in the second quarter of this fiscal year, 
Anantha Nageswaran, a part time member of 

the economic advisory council to the prime 
minister, said today. 
The federal finance ministry believes the 

Reserve Bank of India has room to further 
reduce the key policy rate in its upcoming 
monetary policy review next month as 
authorities seek to rev up economic growth, a 

senior ministry official said. “There is certainly 
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room available on the monetary policy side as 

real interest rates remain high,” the official, who 

did not wish to be identified, told NewsRise. 
India’s economic growth may have lost pace but 
the economy is not in recession yet, Finance 
Minister Nirmala Sitharaman said earlier this 
week. New Delhi is aiming for a fiscal deficit of 
3.3% of GDP for this financial year ending Mar. 

31, but most brokerages expect the target to be 
missed amid a shortfall in tax revenues. 
The government is likely to miss its fiscal 
deficit target for this financial year by 50 
basis points, which could lead to additional 
borrowing in the last quarter and there may 
be a revised calendar in end-December or 
early January, Ashish Agrawal, head of FX & 
EM macro strategy, Asia at Barclays, said  

Crude oil prices jumped this month, with the 
benchmark Brent crude contract set to post its 
biggest rise since April, as positive developments 
on the U.S.-China trade issue improved demand 
outlook for the commodity. The contract was last 
trading at $63.40 per barrel, up by 5.2% for 
November. India imports over 80% of its crude 

oil requirements. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia raises 7.9 trillion rupiah 

from Islamic bonds  

26-Nov-2019  
JAKARTA, Nov 26 (Reuters) -  
• Indonesia raised 7.9 trillion rupiah 
($561.08 million) in a biweekly Islamic bond 
auction on Tuesday, above an indicative 
target of 7 trillion rupiah, according to the 
financing and risk management office at the 
Finance Ministry. 

• The weighted average yields of project-
based sukuk sold on Tuesday were slightly 
higher compared with yields of comparable 
sukuk at the previous auction on Nov. 12. 

• Total incoming bids for Tuesday's auction 
were 19.5 trillion rupiah. 
 
($1 = 14,080.0000 rupiah) 
(Reporting by Tabita Diela; Editing by Louise Heavens) 
((tabita.diela@thomsonreuters.com; 
+622129927621)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia won't sell 2020 pre-funding 

bonds next month  

29-Nov-2019  
JAKARTA, Nov 29 (Reuters) - The Indonesian 

government has no plans to raise cash to pre-

fund the 2020 state budget in the remainder 
of this year, something it had done every 

December in the past four years, a senior 
finance ministry official told reporters on 
Friday. 
In each December since 2015, the government 
had tapped the offshore markets by issuing 
dollar-denominated bonds to manage cashflow 
for the first few weeks of the following year, 
when tax revenues were still trickling in.  

This time, the finance ministry has already set 
aside 15 trillion rupiah ($1.07 billion) to fund 
government operations in early 2020, its 
director general of budgeting Askolani said.  
Although the government is struggling to 
control its budget deficit this year amid weak 
tax takes, it still manages 80 trillion rupiah of 
cash surplus carried over from 2018, Askolani 

said. 
In December of 2018, the government raised a 
total of $3 billion from sales of 5-year, 10-year 
and 30-year U.S. dollar-denominated notes. 
The finance ministry has this week cancelled the 
remaining two onshore rupiah bond auctions 
initially scheduled for Dec. 3 and Dec. 10, with 

no auctions planned for the rest of the year.  
 
($1 = 14,080.0000 rupiah) 
(Reporting by Maikel Jefriando; Writing by Gayatri 
Suroyo; Editing by Alex Richardson) 
((gayatri.suroyo@thomsonreuters.com; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Jordan 

Jordan PM says 2020 budget to focus 

on growth to ease unemployment  

27-Nov-2019  
By Suleiman Al-Khalidi 

AMMAN, Nov 27 (Reuters) - Jordanian Prime 

Minister Omar al Razzaz said the country's 
draft 2020 budget approved on Wednesday 
aims to spur stagnant economic growth to 
create jobs and ease high unemployment, a 
major threat to the country's stability.  

Razzaz told a group of university students that 
maintaining the country's much-vaunted 
economic and financial stability rather than 

imposing any new IMF-inspired taxes was the 
main driving force for the draft budget, which 
was approved by the cabinet. IMF-inspired taxes 
triggered protests in 2018 that were the biggest 
in years.  
"Our direction now is not to raise taxes but to 
attain economic growth that leads to jobs for 

youths," Razzaz said of the budget, which will be 
sent to Parliament for approval and whose 
details will be unveiled on Thursday. 

Economists and analysts say low growth and 
insufficient job creation are the kingdom’s two 
main problems, although fiscal prudence to rein 

in public debt that has hit a record 94% of gross 
domestic product should not be jeopardized. 
Officials privately say the 2020 budget deficit 
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is expected to almost double to around 1.3 
billion dinars ($1.8 billion) with the costly 

round of wage rises that Razzaz has pledged 
next year for public-sector employees 

Jordan is pinning hopes on direct cash support 
by major Western donors that traditionally cover 
chronic budget shortfalls. 
The staunch U.S. ally has navigated years of 
instability at its borders, including wars in Iraq 

and Syria and conflict in the Israeli-occupied 
West Bank. 
The budget comes as the International Monetary 
Fund ended a mission last week that was 
concerned the kingdom was not able to meet 
revenues targets and lower public debt under a 
three-year Extended Fund Facility agreement 

that just ended.  
The IMF warned in a statement on Monday 
that public debt remained very high and the 
challenge was to push growth beyond an 
average 2% to 2.5% - where it has been 
stuck for almost a decade - to reduce poverty 
and youth unemployment, which has risen to 

19%. The IMF said it had begun talks over a 
new three-year programme that would give 

priority to growth and job creation  
Jordanian officials, mindful of mass protests in 
neighbouring countries, including Lebanon and 
Iraq, in the past month over eroding living 
standards and corruption have warned the IMF 
that pushing the country towards more austerity 
moves could spark renewed civil unrest, 

diplomatic sources said.  
Growing disenchantment among ordinary 
Jordanians over IMF austerity measures and 
high taxes spilled into large street protests in 
the summer of 2018 that railed against 
corruption and mismanagement of public funds. 
The spectre of bigger spending surfaced when 

the government in October reached a costly pay 
deal with the teachers union in a bid to end an 
unprecedented nationwide strike. 
The cabinet also raised pensions for military 
retirees, which economists characterized as 
caving in to populist demands at the expense of 

fiscal prudence. 
Razzaz admitted that over 65% of the budget's 

expenditure was on salaries, in a country with 
some of the highest government spending 
relative to the size of the economy. 
The country's public sector has over the last two 
decades expanded rapidly as successive 

governments sought to appease citizens with 
state jobs to maintain stability 
 
(Reporting by Suleiman Al-Khalidi 
Editing by Leslie Adler) 
((suleiman.al-khalidi@thomsonreuters.com; +96279-
5521407)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Jordan says began negotiations over 

new IMF programme  

29-Nov-2019  
By Suleiman Al-Khalidi 
AMMAN, Nov 29 (Reuters) - Jordan has begun 

negotiations over a new three-year funding 
programme with the International Monetary 

Fund (IMF) to stimulate growth that has been 
stagnant at about 2% for the last decade, the 
finance minister said on Thursday. 

Mohammad Al Ississ however said the country 
would not accept "dictates" from the 
international body, adding the kingdom's 
authorities were more aware than anyone else of 
what was needed to spur the sluggish economy. 

"Jordan won't take any dictates in our economic 
file and will not allow anyone to interfere in our 
affairs," Al Ississ said, adding the country was 
committed to pursuing "deep structural 
reforms". 
The IMF said on Monday it had begun 
discussions with Jordan on a new programme 

to replace an earlier three-year agreement 
that focused on reducing a record $40 billion 
public debt, equivalent to 94% of gross 
domestic product. 

The fund said it would come to Amman to 
continue talks in late January on a new 
programme after agreement that the priority in 
coming years was maintaining economic 
stability, stronger growth and creating jobs. 

It slammed Jordan for slow fiscal consolidation, 
saying public debt remained very high and 
efforts to broaden the tax base and raise 
revenue had fallen short.  
It said the country had "limited fiscal space".  
Al Ississ said Jordan's 9.8 billion dinar ($14 

billion) budget for 2020 that the cabinet 
approved on Wednesday forecast a 10% rise in 
revenue from higher income taxes and sales tax.  
The budget, which was sent to parliament for 
approval, envisaged a deficit equal to 2.3% of 
Jordan's gross domestic product.  
Estimates in the projected budget include about 

800 million dinars in foreign aid, hardly changed 
from the 2019 budget. Direct cash support by 
major donors traditionally covers chronic budget 
shortfalls. 
The government had also reduced taxes on cars 
and real estate transactions as part of efforts to 
stimulate the economy, Al Ississ said. 

"When there is economic slowdown you have to 

stimulate the economy to encourage growth," Al 
Ississ said. 
Last year's steep tax hikes dampened domestic 
consumption and dealt a blow to investor 
sentiment, already hit by political uncertainty. 
The IMF-backed austerity measures last year 

also triggered some of the largest protests in 
years that brought down the previous 
government. 
Al Ississ said the government was committed to 
keeping a tight rein on spending. Public-sector 
pay hikes envisaged in the new budget would be 

compensated by expected growth in revenue 
from improved business activity, he added. 
While the government has focused on fiscal 

reforms, it has refrained from public wage 
reforms that remain a red line, donors say.  
Economists say maintaining a large bureaucracy 
which consumes the bulk of state expenditure is 

increasingly untenable.  
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(Reporting by Suleiman Al-Khalidi; Editing by Stephen 
Coates) 
((suleiman.al-khalidi@thomsonreuters.com; +96279-
5521407)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon pays off maturing $1.5 billion 

Eurobond  

28-Nov-2019  
BEIRUT/LONDON, Nov 28 (Reuters) - Lebanon 

has paid off a Eurobond of $1.5 billion that 
was due to mature on Thursday, plus the 
coupon, two financial sources familiar with 
the matter said. 

The repayment was viewed as a test of the 
government's willingness to meet its debt 
obligations at a time when Lebanon, one of the 
most heavily indebted states in the world, is 
grappling with an acute economic crisis. 
The central bank has previously said it stands 
ready to repay the state's maturing dollar-

denominated debt to protect the country's 
financial credibility.  
Ahead of the repayment, the bond was trading 
close to par, reflecting market expectations that 
the government would meet its obligations. In 
contrast, many of Lebanon's longer-dated 

international issues are trading at less than half 

their face value as investors worry about the risk 
of distress ahead. 
The repayment will heap further pressure on 
already-strained reserves, which were 
insufficient to cover Lebanon's gross financing 
needs over the next year, said Jason Tuvey, 

senior emerging markets economist at Capital 
Economics. 
The central bank said this month it had usable 
foreign cash reserves of $30 billion and total 
assets of $38 billion. 
"The repayment of Eurobonds is a drain on FX 
reserves to the extent that they are held by 
non-residents, so in this case we are looking 

at around half of the $1.5bn redemption," said 
Farouk Soussa, senior economist at Goldman 
Sachs. 

"As we go further out on the Lebanese curve, 
foreign holdings drop off significantly, meaning 
external bond repayments will become less of a 
burden on reserves." 
Lebanon issued two new bonds on Nov. 27, 

according to Refinitiv data. These were a $1.5 
billion with a maturity of 10 years and a $1.5 
billion with a maturity of 16 years. 
Economists said the new issues were a financing 
mechanism to help account for the payment of 
the maturing bond by the central bank. 
The cost of insuring Lebanese sovereign debt 

against the risk of default has more than 
doubled since the start of civil unrest on Oct. 17. 
On Thursday Lebanon’s 5-year credit default 
swaps (CDS) stood at 2,602 basis points, IHS 
Markit data showed. 

Defaulting on the $1.5 billion repayment would 

have been a mistake and set Lebanon on a 

"hard-landing scenario", said Nasser Saidi, an 
economist and a former central bank vice 
governor.  
"It is important at this delicate juncture to 
rebuild confidence in the banking sector and 
avoid actions or policy measures that would 

increase financial vulnerability," he said. 
Credit default swaps implied a probability of 
Lebanon defaulting on its debt of 58% within the 
next year and 78% within the next five years, 
IHS Markit calculated. 
 
(Reporting by Tom Perry in Beirut and Karin 
Strohecker and Tom Arnold in London; Editing by Alex 
Richardson, Gareth Jones, Pravin Char) 
((thomas.perry@thomsonreuters.com; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanese lawmakers to approve 2020 

budget this year   

28-Nov-2019  

BEIRUT, Nov 28 (Reuters) - The Lebanese 

parliament's budget and finance committee 
will approve the 2020 budget by year-end and 
the next government must adopt it, the 
committee head said on Thursday, as the 
country seeks to break a political deadlock 
and pull itself from crisis. 

Ibrahim Kanaan said quick action was needed to 
restore confidence after Prime Minister Saad al-

Hariri quit amid protests on Oct. 29, leaving 
Lebanon drifting politically as it grapples with 
the worst economic conditions in decades. 
"Before the end of next month, the holiday 
season ... we will have finished the debate and 
approval of the 2020 budget," he told a televised 
news conference. "It is not possible for the new 

government not to adopt this budget because 
when this budget is approved it will become a 
law." 
Hariri, Lebanon's leading Sunni Muslim politician, 
who is aligned with Western and Gulf Arab 
states, has said he will not be premier in a new 

government. The post is reserved for a Sunni 
Muslim in Lebanon's sectarian power-sharing 
system. 
Without a clear frontrunner for the post there is 
no indication when consultations to designate a 
new prime minister might begin. 
President Michel Aoun said in a tweet that "the 

current situation cannot bear conditions and 
counter conditions," an apparent reference to 
stalled talks for a new government.  
'LEBANON STILL STANDING'  
Kanaan acknowledged serious financial 
difficulties but said it was not the case "as is 
rumoured" that Lebanon faces bankruptcy or 

collapse. 
He said treasury revenues had been almost non-
existent for the last 45 days, but assured hard-
hit Lebanese that public-sector salaries would be 
paid. 
The government paid off a $1.5 billion 
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Eurobond on Thursday, which it hopes will 
reassure investors of Lebanon's willingness to 

meet steep debt obligations but a further blow 
to dwindling dollar reserves.  

"Today we must pass this budget in order for us 
to say to the world that Lebanon is still standing 
and has not fallen," said Kanaan.  
Protests against a ruling class seen as looting 
Lebanon have slowed an already weak economy. 

Many businesses have shed jobs or slashed 
salaries and moved workers onto part time.  
An acute dollar shortage has meanwhile led 
commercial banks to impose tight restrictions on 
the transfer and withdrawal of hard currency, 
sowing concerns among depositors.  
Lebanon needs to form a new government to 

enact urgent economic reforms that can 

convince donors to disburse some $11 billion in 
aid pledged at a conference last year. 
 
(Reporting by Laila Bassam, Tom Perry, and Eric 
Knecht; 
Writing by Eric Knecht; Editing by Catherine Evans) 
((thomas.perry@thomsonreuters.com; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon central bank to take needed 

steps amid crisis  

29-Nov-2019  
BEIRUT, Nov 29 (Reuters) - Lebanon's central 

bank governor will take "necessary, 

temporary measures" to preserve the banking 
sector and depositor rights, the banking 
association head said on Friday. 

Salim Sfeir, chairman of the Association of 
Banks in Lebanon (ABL) that represents the 
country's banks, read a statement after a top-
level meeting at the presidential palace as 
Lebanon grapples with the worst economic crisis 

in decades.  
He did not give details on the steps and added 
without elaborating that Central Bank Governor 
Riad Salameh had also made "some suggestions 
that require legal provisions". 
"The central bank governor was assigned to take 

the necessary, temporary measures, in 

coordination with the banking association, to 
issue circulars," Sfeir said after the meeting with 
President Michel Aoun, Salameh, and 
government officials.  
"This is to preserve stability, confidence in the 
banking and monetary sector, as well as its 
safety, and depositors' rights."  

In response to a question from reporters, he 
repeated previous remarks from officials that 
there will be no formal capital controls. 
Lebanese banks have imposed new curbs on 
access to cash, fuelling depositor worries over 
their savings despite government assurances 

they are safe. The banks have tightened limits 
on withdrawing U.S. dollars and blocked nearly 
all transfers abroad amid worries about a capital 
flight and political gridlock over forming a new 
government.  
Since protests erupted across Lebanon on Oct. 

17, pressure has piled on the financial system. A 

hard currency crunch has deepened, with many 

importers unable to bring in goods, forcing up 
prices and heightening concerns of financial 
collapse. 
In a Reuters interview this month, Sfeir 
described the new bank controls as "a fence to 
protect the system" until things return to 

normal. 
Sfeir also noted on Friday that Lebanon had 
fulfilled its commitment and paid off a Eurobond 
of $1.5 billion that was due to mature on 
Thursday. 
 
(Reporting by Ellen Francis) 
((Ellen.Francis@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mongolia 

S&P Says Mongolia 'B' Rating Affirmed; 

Outlook Stable  

28-Nov-2019  
Nov 28 (Reuters) - S&P Global Ratings:  
• S&P says Mongolia 'b' rating affirmed; 
outlook stable 

• S&P - Mongolian government's fiscal 
performance continues to improve owing to 

higher commodity prices, expenditure discipline, 
sound economic growth 

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

Pakistan 

Pakistan raises 575 mln dirhams 

Islamic loan with Ajman Bank  

26-Nov-2019  
DUBAI, Nov 26 (Reuters) - The government of 

Pakistan raised 575 million dirhams ($156.56 
million) through a syndicated financing 
arranged by Ajman Bank, an Islamic lender 
based in the United Arab Emirates. 

The one-year Islamic loan saw the participation 
of a number of regional and international banks, 
Ajman Bank said in a statement on Tuesday. 
 
($1 = 3.6728 UAE dirham) 
(Reporting by Davide Barbuscia) 
((Davide.Barbuscia@thomsonreuters.com; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sri Lanka 

Sri Lankan bonds slammed by new 

govt's aggressive tax cuts  

29-Nov-2019  
LONDON, Nov 29 (Reuters) - Sri Lanka's 
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benchmark government bonds slumped to 
their worst- ever week on Friday, after the 

new government's move to immediately slash 
value-added tax (VAT) and other major taxes 
stoked worries about the cost of plans. 

Dollar-denominated bond due to be paid back in 
2027 and 2028 fell for the eighth straight 
session between 3.4 cents and 4.1 cents, taking 
them from roughly 96 cents on the dollar to 
around 90 cents and pushing yields up to 8% 

from 6.8%.  
In its first week of office, the new Sri Lanka 
Podujana Peramuna (SLPP) government led by 
former civil wartime defence Chief Gotabaya 
Rajapaksa, has cut VAT from 15% to 8%, 
reduced some corporate taxes, scrapped a 
'nation-building' tax and a PAYE tax on wages, 

and introduced a zero tax rate for tourism 
sectors which source 60% of inputs locally. 
Analysts at Citi calculated the VAT cut alone 
could cost 200 billion Sri Lankan rupees ($1.11 
billion), or 1.3% of the country's GDP, while the 
overall package of cuts would significantly widen 

the gap between revenues and expenditure.  
"We are forecasting the budget deficit at 
about 5.8% of GDP in 2019, but the annual 
deficit run-rate could approach closer to 7% 
of GDP in the 1H20 barring corrective fiscal 
measures," they said in a note to clients.  

The changes are also likely to add pressure to 
the country's lowly 'B' sovereign credit rating, 
with both S&P Global and . Fitch both already 

warning about fiscal loosing in recent weeks.  
Sri Lanka's debt-to-GDP ratio is currently around 
75% but was expected to gradually subside in 
coming years. 
"While we highlighted fiscal risks given the tax-
cut filled campaign policies in Gota's manifesto, 
we weren’t sure how much would be carried out 

given fiscal constraints. We underestimated their 
political resolve," the Citi note said.  
 
($1 = 180.0000 Sri Lankan rupees) 
(Reporting by Marc Jones; Editing by Rashmi Aich) 
((marc.jones@thomsonreuters.com; +44 (0) 207 542 
9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Thailand 

Thai central bank to ease FX rules due 

to limited scope on rates   

23-Nov-2019  

LUANG PRABANG, Laos, Nov 23 (Reuters) - 
Thailand's central bank said on Saturday it 
would ease rules governing the foreign 
exchange market and international reserves, 
giving it more scope to tackle the baht's 
strength following a series of rate cuts. 

"The policy rate is low when compared with the 
region ... will not be able to lower rates much 
further," Bank of Thailand Governor Veerathai 

Santiprabhob told reporters, adding that 
negative interest rates would lead to structural 

problems. 

Earlier this month the central bank lowered its 

one-day repurchase rates to 1.25%, the lowest 
level since the global financial crisis. 
The baht is Asia's best-performing currency 
this year, rising 7.7% against the dollar, and 
putting further pressure on exporters already 
affected by global trade tensions. 

Veerathai said the central bank would review 

foreign exchange laws to allow greater flexibility, 
and to align regulations with new technological 
developments including digital currencies. 
Outlining the monetary authority's 2020-2022 
strategy, Veerathai said exchange rate volatility 
was unavoidable because it is closely tied to 
unpredictable external factors. 

He added that the central bank would look at 

how to relax foreign reserve measures and let 
Thai businesses keep currencies abroad because 
the country already had sufficient international 
buffers.  
Mathee Supapongse, deputy governor for 
monetary stability, said the central bank was 

also studying policies that could be deployed 
through non-financial institutions to directly 
impact the market. He did not give further 
details.  
 
(Reporting by Kitiphong Thaichareon 
Writing by Chayut Setboonsarng 
Editing by Helen Popper) 
((chayut.setboonsarng@tr.com; +66854849033)) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Fitch Ratings Says Emerging Europe 

Sovereign Outlook Stable in 2020  

29-Nov-2019  

Nov 29 (Reuters) - Fitch Ratings:  
• Fitch ratings says emerging Europe 
sovereign outlook stable in 2020 

• Fitch says a weaker external 
environment will offset relatively buoyant 

domestic demand and test recent improvement 
in public finances in cee 
• Fitch says forecast GDP growth to slow 

for most emerging Europe sovereigns in 2020 
due to weaker global growth 
• Fitch-geopolitical factors and their 
interaction with sanctions to continue to affect 
ratings of Russia and turkey 
• Fitch says Europe sovereign's largest 

economies, Russia and turkey, are exceptions to 
slowdown 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Belarus 

Belarus says new IMF programme in 
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2020 unlikely  

27-Nov-2019  
Do not expect to sign a new lending 
programme with the International Monetary 
Fund in 2020, Belarus Finance Minister Maxim 
Yermolovich said on Wednesday. 

He added that the price of Russian gas in the 
country's budget next year was at the same 
level as in 2019. 

 
(Reporting by Andrei Makhovsky; writing by Anton 
Kolodyazhnyy; Editing by Catherine Evans) 
((moscow.newsroom@thomsonreuters.com; +7 495 
775 12 42)) 
(c) Copyright Thomson Reuters 2019.  
 
 

World Bank cuts Belarus 2020 GDP 

growth forecast to 0.9%   

28-Nov-2019  
MINSK, Nov 28 (Reuters) - The World Bank on 

Thursday cut its growth forecast for Belarus's 
gross domestic product to 0.9% from an 
earlier forecast of 1.3% because of the 
unfavourable external environment and the 
lack of clarity in relations with Russia, it said. 

 
(Reporting by Andrei Makhovsky; writing by Tom 
Balmforth; editing by Maria Kiselyova) 
((Tom.Balmforth@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bulgaria 

Bulgaria expects budget surplus at 

0.9% of GDP at end-November  

29-Nov-2019  
SOFIA, Nov 29 (Reuters) - Bulgaria expects to 

have a fiscal surplus of 0.9% of gross 
domestic product at the end of November, 
finance ministry data showed on Friday. 
Sofia is targeting a one-off budget deficit of 

2.1% of economic output this year, mainly due 
to a $1.26 billion fighter jet deal it signed with 

the United States and planned larger spending in 
December. 
Bulgaria, a small and open economy, hopes to 
join the Eurozone's obligatory two-year "waiting 

room", the ERM-2 mechanism, by next April, and 
it aims to balance its fiscal books in 2020. 
The finance ministry sees the economy 
growing 3.4% this year, slowly slightly to 
3.3% in 2020.  
Bulgaria's consolidated fiscal programme 
recorded a surplus of 1.08 billion levs ($608.8 
million) or 0.9% of GDP in the first 10 months 
of 2019, the ministry said.  

Government revenues at the end of October 

were 36.3 billion levs, up 11% from the same 

period last year. Spending in the first 10 months 
was 35.2 billion levs, up 18.3% on the year, 
data showed. 
The fiscal reserves, held under a currency 
regime pegging the lev to the euro, stood at 10 
billion levs at the end of October. 

 
($1 = 1.7739 leva) 
(Reporting by Tsvetelia Tsolova 
Editing by Gareth Jones) 
((tsvetelia.tsolova@thomsonreuters.com; +359-2-93-
99-731)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia to auction 1.3 bln kuna (175 

mln euro) of 1-yr T-bills on Dec 3  

28-Nov-2019  
ZAGREB (Croatia), November 28 (SeeNews) - 
Croatia's finance ministry said on Thursday it 
will offer 1.3 billion kuna euro ($192 
million/175 million euro) worth of one-year 
Treasury bills at an auction on December 3. 

The issue will mature on December 3, 2020, the 
ministry said in a statement. 
The ministry sold 1.5 billion kuna worth of 
government securities, above its 1.3 billion kuna 
target, at the last auction of one-year kuna-
denominated T-bills held on November 19. The 
yield was 0.06%, unchanged in comparison with 

the previous auction of one-year T-bills held on 
October 22. 
 
(1 euro = 7.43848 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Hungary 

Hungary sold over $9.38 bln worth of 

new retail bonds so far  

28-Nov-2019  
BUDAPEST, Nov 28 (Reuters) - Hungary's 

government has sold over 2.845 trillion 
forints ($9.38 billion) worth of its new forint-
denominated retail bonds so far, Finance 
Minister Mihaly Varga said on Thursday, state 
news agency MTI reported. 

Prime Minister Viktor Orban's government has 
been offering the five-year savings bond for the 
domestic retail market since June as his 
government pursues efforts to cut its reliance on 

foreign investors in debt financing. 
The bond carries an initial yield of 3.5 percent, 
gradually rising to 6 percent at maturity, offering 
a premium over currently available retail bonds 
and bank deposits. 
Foreign investors hold 4.333 trillion forints of 

Hungarian government bonds. 
 
($1 = 303.37 forints) 
(Reporting by Krisztina Than) 
((krisztina.than@thomsonreuters.com; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
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Kosovo 

Kosovo to sell 20 mln euro of 5-yr T-

notes on Dec 3  

27-Nov-2019  
PRISTINA (Kosovo), November 27 (SeeNews) – 
Kosovo's finance ministry said it will offer 20 
million euro ($22.0 million) worth of five-year 
Treasury notes at an auction on December 3. 
The issue will mature on December 4, 2024, 
the finance ministry said in a notice. 

At the last auction of five-year T-notes held on 
September 10, the average weighted yield on 

the government securities fell to 2.18%, from 
2.61% at the previous auction of five-year T-

notes held in April, according to figures 
published by the finance ministry. 
 
($=0.90768 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Moldova 

Moldova seeks $500 million loan from 

Russia in 2020-21  

25-Nov-2019  
New pro-Moscow government has asked 
Russia for a $500 million loan to help 
modernise its infrastructure over the next two 
years, its prime minister said, after the 
resignation of the previous pro-Western 
administration. 

Ion Chicu, confirmed in his post by parliament 
on Nov. 14, said he had discussed the possible 

loan during a meeting with Russian Prime 
Minister Dmitry Medvedev in Moscow last week, 
during his first trip abroad as premier. 
"Negotiations on the $500 million credit line that 
Russia can provide to Moldova are at an initial 
stage, so it is premature to talk about loan 

conditions," Chicu told a news conference on 

Monday. 
Chicu, a former finance minister, said his 
government wanted to receive $300 million in 
2020 and a further $200 million in 2021. 
The previous government of pro-Western Prime 
Minister Maia Sandu was felled by a no-

confidence vote just five months after it took 
power promising to fight corruption. 
The tiny former Soviet republic signed a political 
and trade agreement with the European Union in 
2014, but since Igor Dodon was elected as 
president in 2016 Chisinau has increasingly 
taken the path of establishing closer ties with 

Moscow. 
Moldova, situated between Ukraine and EU 
member Romania, has lurched from crisis to 
crisis since the disappearance of $1 billion 
from its financial system in 2014, which 
tarnished the reputation of its political class. 

 
(Reporting by Alexander Tanas, writing by Natalia 

Zinets; Editing by Alexander Marrow and Gareth 
Jones) 
((Natasha.Zinets1@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moldova, eyeing Russia loan, may 

"pause" cooperation with IMF  

26-Nov-2019  
CHISINAU, Nov 26 (Reuters) - Moldova's new 

prime minister on Tuesday raised the 
possibility of a "pause" in its cooperation with 
the International Monetary Fund, a day after 
he said his ex-Soviet republic was negotiating 
a $500 million loan with Russia. 

Ion Chicu's comments and actions, including a 
trip to Moscow last week, suggest a likely pivot 

back towards Russia after Moldova's previous 

pro-Western government was felled by a no-
confidence vote on Nov. 12, just five months 
after it took power promising to fight corruption. 
Chicu's minority Socialist government wants to 
raise pensions and salaries ahead of a 
presidential election next year. President Igor 
Dodon is a former Socialist Party leader and also 

a strong supporter of closer ties with Moscow. 
"We consider any cooperation with external 
partners through the prism of Moldova's national 
interests. We are committed to investing a 
significant amount of money in the social 
sphere," Chicu told N4 television channel. 
"If the IMF shows flexibility, we will continue 

to cooperate with it. If there is no such 
flexibility, then we do not exclude the 
possibility of a pause in our cooperation," he 
said. 
Moldova has already received $157 million out 
of $182 million under a three-year IMF 
programme which expires in 2020. 

Chicu, a former finance minister, announced on 
Monday that Moldova, one of Europe's poorest 
countries, was negotiating a loan with Russia 

following his talks in Moscow with Russian Prime 
Minister Dmitry Medvedev. 
Moldova, sandwiched between Ukraine and 
Romania, signed a political and trade accord 
with the European Union in 2014, but 

membership of the bloc remains a remote 
prospect, and Russia is keen to restore its 

influence in ex-Soviet republics. 
The tiny country of 3.5 million people has 
lurched from crisis to crisis since the 
disappearance of $1 billion from its financial 
system in 2014, which tarnished the reputation 
of its political class. 

 
(Reporting by Alexander Tanas, writing by Pavel 
Polityuk 
Editing by Gareth Jones) 
((pavel.polityuk@tr.com; +380 44 2449150; Reuters 
Messaging: 
pavel.polityuk.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  16 

 

Romania 

Romanian 2020 budget plan to show 

fiscal consolidation 

25-Nov-2019  
BUCHAREST, Nov 25 (Reuters) - Romania's 

budget plan for 2020 will take the 
consolidated deficit as close to 3% of gross 
domestic product as possible, from a touch 
over 4% at the end of this year, Finance 
Minister Florin Citu said on Monday. 

Citu said the Liberal minority government, which 
came to power this month after the collapse of a 

Social Democrat government, aimed to approve 
on Wednesday a budget revision for 2019 with a 

deficit slightly above 4% of GDP, sharply above 
the European Commission's 3% ceiling. 
Throughout their three years in power, the 
Social Democrats went back and forth on their 

tax plans, hiked state wages and pensions at the 
expense of infrastructure investment and 
introduced measures without impact assessment 
and public debate. 
However, Citu said next year's deficit would be 
lower despite already approved state pension 
hikes. 
"The budget plan for next year will indicate 
fiscal consolidation and ... an improvement in 
the deficit target," he told Reuters without 
elaborating. 

The Romanian leu traded 0.1% firmer to the 
euro on Monday after a presidential election 
which analysts said eased some political risks, 
but it has lost 2.5% this year over rising current 

account and budget deficits, the region's 
second-worst performer after Hungary's forint. 
The European Union member state holds local 
and parliamentary elections in 2020. 
 
(Reporting by Luiza Ilie 
Editing by Chizu Nomiyama) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romania aims to sell debt worth 5.95 

bln lei in December  

28-Nov-2019  
BUCHAREST, Nov 28 (Reuters) - Romania's 

finance ministry aims to sell roughly 5.95 
billion lei ($1.37 billion) worth of leu currency 
bills and bonds in December, including 645 
million lei at non-competitive tenders, it said 
on Thursday. 
The ministry said it scheduled eight bond 
tenders in December, with residual maturities 
ranging from 2.6 to 15 years, as well as two 

auctions for 500 million lei each worth of six-

month and one-year treasury bills.  
In November, it sold 5.02 billion lei and 670.6 
million euros on the local market. 
Romania sold roughly 45.42 billion lei and 1.18 
billion euros ($1.30 billion) on the local market 

so far this year. It tapped foreign markets in 

March and July for 5 billion euros of 2026, 2031, 

2034 and 2049 Eurobonds.  
 
($1 = 4.3309 lei) 
($1 = 0.9073 euros) 
(Reporting by Luiza Ilie) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romanian govt raises 2019 budget 

deficit target to 4.4%/GDP  

28-Nov-2019  
BUCHAREST, Nov 28 (Reuters) - Romania's 

new Liberal minority government raised the 
consolidated budget deficit target for this year 
to 4.4% of gross domestic product on 

Thursday, Finance Minister Florin Citu said. 

The new target, which stands significantly above 
the European Union's 3% ceiling compares with 
4.3% of GDP from a 2019 budget revision draft 
bill released earlier this week.  
The initial deficit target was 2.8% of GDP, and 
Citu said the jump stemmed from 

underperforming budget revenue and higher 
expenses enforced by a previous Social 
Democrat government which collapsed in a no 
confidence vote in parliament in October.  
 
(Reporting by Luiza Ilie) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russian Eurobonds rose moderately 

over week on expectations surrounding 

U.S.-China talks  

29-Nov-2019  
Moscow. Nov 29 (Interfax) - The prices of most 

Russian Eurobonds rose moderately over the 
past week amid hopes for the U.S.-China trade 
talks, which predominated until Thursday; the 
2030 bond was the only exception. 

U.S. Treasuries rose only slightly in price, 
leading to a widening of sovereign spreads. 
The upward trend took shape on Monday, thanks 
both to continued demand among global 
investors for risky assets and to positive U.S. 
Treasury trends. Russia's long Eurobonds 
performed best, as they tend to do. 

In the middle of the week, market players 
increased, and Eurobond prices rose to local 
maxima in spite of U.S. Treasuries' downward 

swing. Hopes around the U.S.-China trade talks 
supported demand among global investors. The 
decrease of geopolitical risks in connection with 
the upcoming meeting of the Normandy Four 

leaders on December 9 was another positive 
factor. U.S. Treasuries reacted negatively to the 
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publication of macroeconomic data but still 

remained higher than expected. 

On Thursday and Friday, amid conflicting 
external factors, there was no clear trend in 
Eurobond prices. Some investors took profit, but 
purchasers were still active in the market, 
keeping prices from falling. The situation was 
less positive in the Russian equity and currency 

markets, where sellers predominated. 
The 2030 bond fell 0.13% to 114.13%, with 
spread with three-year UST widening 1 bp to 
102 bps; the 2043 bond rose 0.4%, with yield 
down 3 bps to 3.885% per annum; the 2042 
bond rose 0.75%, and spread with UST with the 

same maturity narrowed 8 bps to 187 bps; the 
2047 bond rose 0.43%, with yield down 3 bps to 
3.885%; the 2027 bond rose 0.3% to 108.7%, 

yielding 2.96%, down 5 bps; the 2026 bond rose 
0.13%, to 111.05%, yield down 3 bps to 2.87%; 
and the 2023 bond rose 0.05%, to 109.76%, 
with spread narrowing 4 bps to 56 bps. 
The Russian Eurobond market is unlikely to 
show a clear trend in the coming week amid 
conflicting external factors and expectations 
of a pause in monetary easing in the U.S., 
according to the Interfax Center for Economic 

Analysis. Continuing uncertainty surrounding 
the U.S.-China trade talks could also hinder the 
emergence of a clear trend. 
 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Serbia 

Serbia to redeem early 7 bln dinars (60 

mln euro) of 3-yr T-notes  

26-Nov-2019  
BELGRADE (Serbia), November 26 (SeeNews) - 
Serbia's finance ministry said it plans to 
redeem early 7 billion dinars ($65.6 
million/59.5 million euro) of three-year 
Treasury notes maturing in April 2020 on 
November 29. 

The government securities that the finance 

ministry plans to repurchase are part of a 110 
billion dinars issue carrying an annual coupon of 
4.5%, it said in a notice. 
The Treasury notes were issued on April 3, 
2017. 
 
(1 euro = 117.643 dinars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Ukraine 

IMF to continue new-loan talks with 

Ukraine in coming weeks  

23-Nov-2019  
KIEV, Nov 23 (Reuters) - The International 

Monetary Fund said on Saturday it will 
continue talks with Ukraine about a new 

support program in coming weeks following 
significant progress in discussions so far with 

Kiev. 

An IMF mission has been in Ukraine for a week 
as part of talks between Kiev and the fund to 
replace a $3.9 billion stand-by arrangement that 
expires in January. 
"The IMF staff team had constructive and 
productive discussions with the Ukrainian 
authorities and commended them on the 

considerable progress made during the last 
few months in advancing reforms and 
continuing with sound economic policies," it 
said in a statement.  
Ukraine wants to secure an IMF deal worth 
around $5 billion-6 billion over three years to 
support its economy and signal to investors 
that the new government of President 
Volodymyr Zelenskiy is committed to reform. 

"Discussions will continue in the coming weeks," 
the IMF said. 

 
(Reporting by Natalia Zinets; Editing by Kirsten 
Donovan) 
((Natasha.Zinets1@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Fitch Ratings: Latin American 

Sovereigns Face Persistent Rating 

Pressure  

25-Nov-2019  
Fitch Ratings-New York-November 25: 
Downward rating pressures will persist in 
2020 for Latin American sovereigns, Fitch 
Ratings says, with seven of 19 on Negative 
Outlook compared with five (plus one on 

Rating Watch Negative) at end-2018. Despite 
our expectations for a mild economic recovery 
(from a low base) for the region as a whole, 
fiscal, political and governability risks will 
continue to challenge economic and ratings 

outlooks. 
Latin America includes the highest number of 
Negative Sovereign Outlooks among the 

world's regions. It has been challenged by 
persistent lacklustre growth over recent years 
and risks to the downside are likely to persist 
into 2020. External challenges remain 
significant. The slowdown in the global economy 
will restrain the modest recovery forecast next 
year while several Latin American economies will 

be exposed in the event of a further escalation 
of the US-China trade dispute. Notably, 
previously faster-growing economies, such as 
Chile and Peru, have also been slowing. Latin 
America is forecast to remain the weakest-

growing emerging market region in 2020. 
Persistent weak growth will mean continued 
headwinds to fiscal consolidation. 
Governments have struggled to reduce 
deficits and stabilise government debt amid 
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the modest growth environment and 
budgetary rigidities. Recent social unrest in 

several countries will only add to these 
spending pressures and policy constraints. 
The unrest underscores long-standing 
institutional weaknesses, wide income 
inequality, limited job creation and a perceived 
lack of policy action by governments to address 
these issues. The spread of social unrest to 

other countries cannot be ruled out, nor can 
sustained and escalated protest activity that 
could undermine governability and medium-term 
economic growth. The extent to which such 
unrest could affect ratings will depend on 
country-specific factors. 
The election cycle in the region is much lighter in 

2020 than 2019, although Peru is expected to 

hold interim congressional elections pending a 
court decision. Bolivia's political outlook also 
remains highly uncertain following the 
resignation of former President Evo Morales after 
an election marred by irregularities. Even 
without a formal election cycle, political 

challenges will remain significant. Uruguay's 
next government will inherit a large fiscal deficit 
and a rising debt burden, and will face a difficult 
path to a sustainable fiscal adjustment policy. 
Argentina's new government faces deep 
structural macroeconomic challenges and a 
complex path to debt restructuring and 

renegotiating its IMF Standby Arrangement. 
We expect two-thirds of the region's 
sovereigns to see a further public debt 

increase in 2020. Only Jamaica has a debt 
trajectory on a firm downward trend. Brazil has 
seen some progress in passing reforms 
necessary to begin reducing its high deficit, 

notably advancing a key social security reform 
bill. However, the bill in itself is not sufficient for 
accelerating consolidation and further necessary 
measures for medium-term compliance with the 
spending cap could yet face delays and dilution. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 

peter.fitzpatrick@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Argentina 

Argentine local bonds tumble ahead of 

index removal, Templeton may face 

losses  

28-Nov-2019  
By Rodrigo Campos 
NEW YORK, Nov 28 (Reuters) - A trio of 

Argentine peso bonds have crashed sharply in 
price ahead of their scheduled removal from a 
key index, underscoring the fragility of the 
country’s debt and possibly dealing major 
holder Franklin Templeton a loss of over half a 
billion dollars.  

Three Argentine peso bonds maturing in 2021, 
2023 and 2026 have dropped between 23% and 

65% from their price at the end of last month, 

just after Franklin Templeton raised its exposure 

to each of them by close to 50%. 
The bonds are scheduled to be removed from 
JPMorgan's GBI-EM Global and Narrow series on 
Friday after capital controls imposed by 
President Mauricio Macri's administration in 
September deemed them ineligible. 

The October 2021 bond dropped from 38.5 cents 
on Oct. 31 to 25.6 cents last week, before 
recovering slightly to 29.5 cents on Wednesday 
the October 2023 tumbled from 76 cents at the 
end of last month to 26 cents on Wednesday, 
according to Refinitiv data. 

The October 2026 hit 26.25 cents Wednesday, 
from over 70 cents in early October and 35 
cents as of Oct. 31. 

According to the price drops and Franklin 
Templeton's holdings as of Oct. 31, the declines 
amount to a paper loss of roughly $620 million 
across the large investor's funds, according to a 

Reuters calculation. 
All of the firm's funds holding these bonds are 
managed or co-managed by Michael Hasenstab, 
who oversees several bond investment 
strategies and made his name with contrarian 
bets on unloved markets that yielded huge 
payouts. 
The calculated paper losses in the Argentine 
bonds could be smaller if the funds exited 
their positions after Oct. 31, or a hedging 
strategy could be in place to soften the blow. 
Through its public relations firm, Franklin 
Templeton declined to comment. 

The three bonds were put on a watch list back in 
September, when JPMorgan said their removal 
from the GBI-EM index series would depend on 

whether capital controls would remain in place 
by the end of the review period, which ends on 
Friday. 
About $226 billion in assets is benchmarked to 
the 
GBI-EM suite of indices, JPMorgan said, based 
on a client survey. 
Argentina, gearing up for a new president in 
December, is locked in knife edge 
restructuring talks with international 
creditors over around $100 billion in debt 
amid fears over a default. 

Investors in Argentina have said that the local 
currency debt is the most vulnerable to sharp 
declines, since they can be written down by the 
government with the stroke of a pen. 

Since center-left candidate Alberto Fernandez's 
win in the August primary election Argentine 
assets have continued to crumble. The peso has 
lost nearly 25% of its value versus the dollar 
and the main stock index fell almost 50% before 
halving that decline. 

Fernandez will be sworn in as president in two 
weeks. 
 
(Reporting by Rodrigo Campos in New York, additional 
reporting by Karin Strohecker and Marc Jones in 
London; Editing by Kim Coghill) 
((rodrigo.campos@reuters.com; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net)) 
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(c) Copyright Thomson Reuters 2019.  
 
 

Argentina's Fernandez says doesn't 

want debt haircuts but priority on 

growth  

28-Nov-2019  
BUENOS AIRES, Nov 28 (Reuters) - Argentine 

President-elect Alberto Fernandez said on 
Thursday he did not want to fall short on debt 
obligations even as his government puts a 
premium on growth. 

Fernandez, who takes office on Dec. 10, will 
need to negotiate with creditors including the 
International Monetary Fund as Argentina 

buckles under the weight of about $100 billion in 
sovereign debt. 

"I do not want to give haircuts to anybody, I do 
not want to stop paying what we owe," 
Fernandez said while speaking at an Argentine 
industrial chamber event in Buenos Aires. 

"We are going to pay the day we have grown, 
produced more, exported more and obtained the 
dollars with which to pay this debt." 
Still, Fernandez called the state of the country's 
fiscal accounts "deplorable" and said much of its 
debt had been agreed to in a "delusional way," 
taking aim at the economic policies of outgoing 

conservative President Mauricio Macri. 
Macri lost his re-election bid to Fernandez in the 
October elections.  
Fernandez hinted on Tuesday he may not seek 
an outstanding $11 billion from its $57-billion 
IMF loan as the South American country 
grapples to renegotiate its debts and avoid a 
painful default. 

He told the IMF's managing director, Kristalina 

Georgieva, last week he had a "sustainable" plan 
to meet creditor obligations as well as maintain 
growth. 
Several factions of Argentina's bondholders are 
jostling for influence ahead of restructuring talks 
with Fernandez, but some have said they are 

frustrated by a lack of clarify on the incoming 
government's plans. 
Fernandez has not yet named his economic team 

or set out how he will deal with potential debt 
restructurings. 
 
(Reporting by Eliana Raszewski 
Writing by Cassandra Garrison; Editing by Tom Brown) 
((Cassandra.Garrison@thomsonreuters.com; +54 11 
5544 6746)) 
(c) Copyright Thomson Reuters 2019. 

 
 

Brazil 

Brazil govt posts primary budget 

surplus 8.7 bln reais in October  

28-Nov-2019  
BRASILIA, Nov 28 (Reuters) - Brazil's central 

government reported a primary budget 
surplus of 8.67 billion reais ($2.05 billion) in 
October, the Treasury said on Thursday, less 

than the 10.7 billion reais surplus median 
forecast in a Reuters poll of economists. 

That was 11% narrower in real terms than the 

same month last year, the Treasury said. In the 
first ten months of this year, the accumulated 
deficit before interest payments are taken into 
account stood at 63.85 billion reais, 14.8% 
narrower in real terms. 
 
($1 = 4.23 reais) 
(Reporting by Marcela Ayres; Writing by Jamie 
McGeever; Editing by Marguerita Choy) 
((jamie.mcgeever@thomsonreuters.com; +55 (0) 11 
97189 3169; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil to post current account gap of 

$5.8 bln in Nov  

25-Nov-2019  
BRASILIA, Nov 25 (Reuters) - Brazil is expected 

to post a current account deficit of $5.8 billion 
this month, a shortfall that should adequately 
be covered by anticipated foreign direct 
investment inflows of $7.0 billion, a bank 
official said on Monday.  

Speaking to journalists after figures showed a 
deterioration in Brazil's balance of payments 

position with the rest of the world in October, 
the bank's head of statistics Fernando Rocha 
said FDI this month up to Nov. 21 has totaled 

$6.1 billion. 
 
(Reporting by Isabel Versiani Writing by Jamie 
McGeever Editing by Chizu Nomiyama) 
((jamie.mcgeever@thomsonreuters.com; +55 (0) 11 
97189 3169; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019.  
 
 

Brazil primary deficit as share of GDP 

shrinks to smallest in a year  

29-Nov-2019  

By Jamie McGeever 
BRASILIA, Nov 29 (Reuters) - Brazil's public 

sector deficit as a share of the overall 
economy shrank to its smallest in a year, 
central bank figures on Friday showed, as the 
government posted a larger-than-expected 
surplus in October. 

The primary deficit for the consolidated public 
sector, before interest payments are factored in, 

fell to 1.27% of gross domestic product in the 12 
months to October from 1.29% the month 
before, the smallest shortfall in exactly a year. 
That deficit of 89.8 billion reais is well below 
the government's official 2019 target of 132 
billion reais. Economy Ministry officials have 
said recently it could actually come in closer 
to 80 billion reais by the end of the year. 

The narrowing was driven by a 9.4 billion reais 

($2.2 billion) primary surplus in October, which 
was more than the 8 billion reais predicted in a 
Reuters poll of economists and higher than the 
7.8 billion reais surplus in the same month last 
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year. 

These figures are similar to the Treasury's 

snapshot of public sector finances released on 
Thursday. It also showed a surplus in October, a 
month usually noted for the inflow of oil-related 
funds and corporate and income tax intakes. 
Taking into account interest payments, however, 
the picture is a little less rosy, as the 

government's nominal fiscal balance in October 
was a 10.9 billion reais deficit. 
In the 12 months to October, the nominal public 
sector deficit rose to 456.2 billion reais, 
equivalent to 6.44% of GDP. On Thursday, 
Treasury Secretary Mansueto Almeida said this 

should end the year around 6.0% of GDP. 
Central bank figures showed that interest 
payments in the year to October totaled 366.5 

billion reais. That is equal to 5.17% of GDP, the 
central bank said, the highest since May. 
Brazil's gross debt as a share of GDP fell to 
78.3% from 79.0% the month before, but net 
debt rose to 55.9% of GDP from 55.3%, the 

highest in 16 years. 

 
($1 = 4.20 reais) 
(Reporting by Jamie McGeever and Marcela Ayres;  
Editing by Alex Richardson and Chizu Nomiyama) 
((jamie.mcgeever@thomsonreuters.com; +55 (0) 11 
97189 3169; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile central bank says might sell up to 

$20 bln in interventions  

28-Nov-2019  
SANTIAGO, Nov 28 (Reuters) - Chile's central 

bank might sell up to $20 billion in foreign 

currency interventions starting on Monday in 
a bid to stabilize the local peso currency, the 
monetary authority said in a statement on 
Thursday. 

The intervention program is to last through May 
29, 2020, the statement said. 

 
(Reporting by Hugh Bronstein;  
Editing by Sandra Maler) 
((hugh.bronstein@thomsonreuters.com; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

IMF backs Ecuador tax reform, remains 

'closely engaged' with govt  

27-Nov-2019  

Nov 27 (Reuters) - The International Monetary 

Fund said passage of recently proposed tax 
reform would facilitate the soon-to-be-
completed reviews of its financing program 
with Ecuador. 

"The tax reform recently submitted to the 

legislative assembly will help strengthen 

government finances and make the tax system 

simpler and more growth-friendly," said IMF 
spokesperson Gerry Rice after Managing Director 
Kristalina Georgieva met with Ecuador Finance 
Minister Richard Martinez on Tuesday. 
"The passage of this reform by the National 
Assembly will be an important milestone for 
the government's program supported by the 

IMF and would facilitate the combined second 
and third reviews of the program to be 
completed soon." 

Ecuadorian president Lenin Moreno submitted 
last week a tax reform proposal with minor 
changes compared to one rejected by the 
National Assembly earlier this month. The new 
proposal was initially presented to several 

legislators, hinting that its approval is more 
likely. 
"We do not view the initial rejection as a 
rejection of the economic program but rather a 
political mistake from the Moreno 
administration," said Siobhan Morden, Head of 
Latin America Fixed Income Strategy at Amherst 

Pierpont Securities in New York in a Wednesday 
note to clients. 
"The tax reform is an important litmus test; 
however there are still many challenges ahead," 
she wrote. 
Ecuador's 2029 bond tumbled to a record low of 

74 cents on the dollar last week before 
recovering to 86 cents. It traded above par as 

recently as two weeks ago. 
Moreno last month had to reverse his decision to 
end a fuel subsidy after it triggered one of the 
worst street protests in the last decade. 
"The IMF remains closely engaged with the 

authorities as they continue to work on the 
implementation of their economic plan," Rice 
said. 

 
(Reporting by Rodrigo Campos in New York; Editing by 
Nick Zieminski) 
((rodrigo.campos@reuters.com; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Peru 

Peru signs measure to speed up $29 

bln infrastructure spending  

28-Nov-2019  
LIMA, Nov 28 (Reuters) - Peru will cut red tape 

on $29 billion in infrastructure spending 
aimed at reviving public investment and 
stimulating the economy, the economy 
ministry said in a statement on Thursday. 

The measure is aimed at speeding up 
construction on 52 "large-scale, public service-

oriented projects, whose completion will reduce 
the infrastructure gap, as well as boost the 

country's economic development," it said. 
Among the works are Line 2 of the Lima Metro 
and the expansion of Jorge Chavez Airport, as 
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well as port terminals. 

Public investment has slowed in the country due 

to an economic slowdown, global trade tensions 
and a slew of corruption investigations related to 
Brazilian construction company Odebrecht. A 
Peruvian court on Monday ordered the release of 
opposition leader Keiko Fujimori, jailed last year 
for allegedly receiving illegal contributions from 

the company. 
Peru's central bank said this month it intends to 
cut its economic growth projection for 2019. It 
would be the third reduction this year. The 
current forecast is for gross domestic product 
expansion of 2.7%. 

 
(Reporting by Maria Cervantes, writing by Hugh 
Bronstein 
Editing by Nick Zieminski) 
((hugh.bronstein@thomsonreuters.com; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 
 

SUB-SAHARAN AFRICA 

Fitch Says Sub-Saharan Africa 

Sovereign Outlook Stable But Upward 

Debt Risk  

29-Nov-2019  
Nov 29 (Reuters) -  
• Fitch says Sub-Saharan Africa 
sovereign outlook stable but upward debt risk 

• Fitch says median government debt in 
Sub-Saharan Africa region will decline in 2020 

although upward pressures on debt will remain 
strong 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Angola 

Fitch Rates Angola's 2029 and 2049 

USD Notes 'B'  

26-Nov-2019  
Fitch Ratings-Hong Kong-November 26: 
Fitch Ratings has assigned Angola's USD1.75 
billion notes maturing November 2029 and 
USD1.25 billion notes maturing November 
2049 'B' ratings. The 2029 notes have a 
coupon of 8% and the 2049 notes have a 
coupon of 9.125%. 

Key Rating Drivers 
The final rating is in line with Angola's Long-
Term Foreign-Currency Issuer Default Rating 

(IDR) of 'B', which has a Negative Outlook. 
RATING SENSITIVITIES 
The notes' rating is sensitive to changes in 
Angola's Long-Term Foreign-Currency IDR. 
On 12 July 2019, Fitch affirmed Angola's Long-

Term Foreign- and Local-Currency IDRs at 'B' 

and revised the Outlook to Negative. 

Date of Relevant Committee 
10 July 2019 
Public Ratings with Credit Linkage to other 
ratings 
Date of Relevant Committee 
10 July 2019 

Angola-senior unsecured; Long Term Rating; 
New Rating; B 
 
Media Relations: Wai Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com; 
Peter Fitzpatrick, London, Tel: +44 20 3530 1103, 
Email: peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Botswana 

Botswana's GDP to slow to 3.5% in 

2019  

27-Nov-2019  

GABORONE, Nov 27 (Reuters) - Botswana's 

economic growth will slow to about 3.5% in 
2019 from 4.5% in 2018, before speeding up 
to around 4.2% in 2020 if the southern 
African nation can shake-off the effects of 
weak diamond exports and drought, the IMF 
said on Wednesday. 

"The outlook is subject to significant downside 
risks, including a global rise in protectionism, a 

faster-than-anticipated slowdown in China and in 
the euro area, and continued slow growth in 
South Africa," said the International Monetary 
Fund in a statement. 
 
(Reporting by Brian Benza  
Writing by Mfuneko Toyana 
Editing by Tim Cocks) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Fitch Affirms Egypt at 'B+'; Outlook 

Stable  

25-Nov-2019  
Fitch Ratings-Hong Kong-November 25: 
Fitch Ratings has affirmed Egypt's Long-Term 
Foreign-Currency (LTFC) Issuer Default 
Rating (IDR) at 'B+' with a Stable Outlook. 

Key Rating Drivers 
Egypt's ratings are supported by a recent track 

record of economic and fiscal reforms, and 
improvements to macroeconomic stability and 
external finances, while the ratings are 
constrained by still large fiscal deficits, high 
general government debt/GDP and weak 
governance scores (as measured by the World 
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Bank governance indicators), which underscore 

political risks. 

Macroeconomic performance strengthened 
further in 2019, with real GDP growth firming to 
5.6% and inflation falling to single digits. 
Prudent monetary policy, base effects, lower oil 
prices and currency appreciation have fostered 
disinflation. We forecast inflation to average 

9.5% in 2019 and 8% in 2020-2021, down from 
14.4% in 2018. Real interest rates remain 
comfortably positive, even after the Central 
Bank of Egypt (CBE) has cut its main policy rate 
by a cumulative 450bp in 2019, to 12.25%. We 
expect CBE will seek to maintain positive real 

interest rates, marking a shift from the 
monetary policy stance before the reforms of 
late 2016. 

We forecast real GDP growth will remain robust 
at around 5.5% in FY20 (the fiscal year ending 
June 2020) and FY21, with balanced risks to this 
forecast. Investment and net exports have 

driven faster growth, while private consumption 
growth has been weak, edging above 1% yoy in 
recent quarters. Lower interest rates should lend 
support to private-sector investment, 
employment and private consumption, while 
strong contributions from other drivers over the 
last two years may start to taper. However, 

recent employment growth readings have been 
lacklustre and the business environment, while 
improving, remains challenging (Egypt climbed 
eight places to 120th in the 2019 World Bank 

Ease of Doing Business Ranking). 
We expect Egypt to remain committed to its reform 
programme, following completion of its 

USD12billion three-year Extended Fund Facility 
with the IMF, which officially ends in November 
2019. The final disbursement occurred in July. 
Egypt and the IMF will likely agree a new 
arrangement in the coming months, most likely a 
non-loan agreement, possibly with precautionary 

liquidity. This should maintain high levels of 
technical assistance and help anchor structural 
and fiscal reforms, even if benchmarks are not 
linked to disbursements. 

The government hit its fiscal targets in FY19, 
with preliminary numbers indicating a budget 

deficit of 8.2% of GDP, down from 9.7% in 
FY18, and a primary surplus of 2.0% of GDP. 
Expenditure restraint was at the heart of the 
improvement, with spending on wages and 

subsidies and social spending both falling as a 
share of GDP (2.4pp combined). This allowed 
space for a sizeable increase in capex, as well as 
in pensions. The government's medium-term 

fiscal plan is built on maintaining primary 
budget surpluses of 2% of GDP, with the aim 
of reducing debt to 80% of GDP in FY21. 

We forecast the budget deficit to narrow in FY20 

to 7.6% of GDP, helped by lower interest 
spending in particular, but to remain slightly 
wider than the government target (7.2% of 

GDP), given lower revenue projections and 
weaker assumptions for real GDP growth and 
nominal GDP. Nonetheless, this still implies a 
further decline in government debt/GDP, to 

around 83%, an improvement of 20pp from the 

peak of 103% in FY17. A downside risk to this 

forecast is if a portion of government-

guaranteed debt (23% of GDP) crystallises on 
the government's balance sheet, although this 
currently seems a contained risk. An upside risk 
to our fiscal projections stems from government 
efforts to enhance revenue collection, including 
the formulation of a medium-term revenue 

strategy. 
Egypt's external finances have improved since 
the exchange rate reform of late 2016, 
although we forecast that the current account 
deficit (CAD) will widen to around 3.2% of 
GDP in 2021, from 2.3% in 2018, placing 
modest downward pressure on foreign 
reserves and the exchange rate. Nonetheless, 
we expect reserves to remain more than 4.5 
months of current external payments (CXP). 

This assumes that Egypt continues to roll over 
the vast majority of maturing GCC deposits at 
the CBE (the outstanding stock is USD17.4 
billion, with USD10 billion that was due to 
mature in 2019 being rolled over). Net external 
debt has risen sharply, but at 16% of GDP it 
remains lower than the current 'B' peer median 

of 28% of GDP. Around 60% of sovereign 
external debt is multilateral, bilateral or in the 
form of GCC deposits. 
Foreign reserves were USD45 billion at end-
October, up from USD42 billion at end-2018, 
helped by renewed portfolio inflows and 
substantial external borrowing (the government 

has issued USD8 billion of Eurobonds in 2019). 
In addition, CBE reports USD6.1 billion of 
foreign-currency deposits, which are not 
included in official reserves. Foreign participation 
in EGP T-bills was the equivalent of 
USD15.2billion at end-September (4%-5% of 

GDP; around 17% of the total stock of EGP T-
bills), up from USD10.7 billion at end-2018. 
The Egyptian pound has strengthened around 
11% against the US dollar YTD in 2019, 
following the cancellation of the profit 
repatriation mechanism in late 2018. The 
currency displayed minimal volatility in 2017-

2018. The next test for exchange-rate flexibility 
will be when there is depreciation pressure. 

Given nominal appreciation and the ongoing 
positive inflation differential with trade partners, 
the Egyptian pound has appreciated more 
strongly in real effective terms (CPI-based), 
eroding some more of the competitiveness gains 

from the 2016 devaluation. 
Relatively weak governance, together with 
security and political risks, continue to weigh on 
the rating. Egypt scores below the 'B' median on 
the composite World Bank governance indicator, 
although it registered some improvement in 

2017-2018. The potential for political instability 
remains a risk, in Fitch's view, given ongoing 
structural problems including high youth 

unemployment and deficiencies in governance. 
In mid-September rare public protests broke out 
in Cairo and several other Egyptian cities. 
Intermittent security issues have previously hit 

the economy via the tourism sector. 
The government has sought to mitigate the risk 
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of discontent by bolstering social safety nets 

(including cash transfer schemes), maintaining 

food subsidies, increasing the minimum wage 
and pensions, boosting electricity provision and 
implementing some structural reform measures 
to improve the business environment, while the 
space for political opposition and freedom of 
expression is restricted, in Fitch's view. 

Sovereign Rating Model (SRM) and 
Qualitative Overlay (QO) 
Fitch's proprietary SRM assigns Egypt a score 
equivalent to a rating of 'B' on the LTFC IDR 
scale. 
Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final LTFC 
IDR by applying its QO, relative to rated peers, 
as follows: 

• Macro: +1 notch, to reflect material 
improvements in macroeconomic stability (in 
particular disinflation), driven by improvements 
in both the fiscal and monetary policy 

frameworks, which are not yet fully captured in 
the SRM. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LTFC 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, individually or 
collectively, could lead to positive rating action 
are: 
• Significant improvement across 
structural factors, such as governance 
standards, the business environment and 
income per capita, to levels closer to 'B' and 'BB' 

rated sovereigns'. 
• Sustained progress on fiscal 
consolidation leading to a further substantial 
reduction in the gross general government 
debt/GDP ratio to a level closer to rated peers'. 

The main factors that, individually or 
collectively, could lead to negative rating action 

are: 
• Failure to narrow the fiscal deficit and 
keep government debt/GDP on a downward 
path. 
• Reversal of fiscal and/or monetary 
reforms, for example in the face of social unrest. 

• Renewed signs of external vulnerability, 
including downward pressure on international 
reserves or portfolio capital outflows that create 
financing strains. 
Key Assumptions 
Fitch forecasts Brent crude to average USD65/b 
in 2019, USD62.5/b in 2020 and USD60/b in 

2021. 
ESG Considerations 
Egypt has an ESG Relevance Score of 5 for 
Political Stability and Rights as World Bank 
Governance Indicators have the highest weight 

in Fitch's SRM and is therefore highly relevant to 

the rating and a key rating driver with a high 

weight. 
Egypt has an ESG Relevance Score of 5 for Rule 
of Law, Inst. Reg. Quality and Control of 
Corruption as World Bank Governance Indicators 
have the highest weight in Fitch's SRM and is 
therefore highly relevant to the rating and a key 

rating driver with a high weight. 
Egypt has an ESG Relevance Score of 4 for 
Human Rights and Political Freedoms as scores 
for the Voice and Accountability pillar of the 
World Bank Governance Indicators are relevant 
to the rating and a rating driver. 

Egypt has an ESG Relevance Score of 4 for 
Creditors' Rights as willingness to service and 
repay debt is relevant to the rating and a rating 

driver, as it is for all sovereigns. 
Egypt; Long Term Issuer Default Rating; 
Affirmed; B+; RO:Sta; Short Term Issuer 
Default Rating; Affirmed; B 

; Local Currency Long Term Issuer Default 
Rating; Affirmed; B+; RO:Sta ; Local Currency 
Short Term Issuer Default Rating; Affirmed; B; 
Country Ceiling; Affirmed; B+ senior unsecured; 
Long Term Rating; Affirmed; B+ 
 
Media Relations: 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. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Kenya 

Kenyan parliament body cuts finance 

ministry's request for extra spending  

27-Nov-2019  
NAIROBI, Nov 27 (Reuters) - A Kenyan 

parliament committee has cut the extra 
funding the finance ministry had requested in 
the 2019-20 budget, saying the ministry's 
revenue collection will fall short of forecasts. 

In mid-November, the finance ministry 

requested an 86.60 billion shilling, or 3% rise in 
spending for roads, health, and projects to 
support the manufacturing sector, a priority of 
President Uhuru Kenyatta. 
But the parliament's budget and 
appropriations committee slashed the amount 
to 49.77 billion shillings, according to its 
report dated Nov. 26, seen by Reuters on 

Wednesday. 

The committee said the government's revenue 
collection performance for 2019-20, which ends 
next June, may fall short by about 120 billion 
shillings to 1.7 trillion shillings. 
"Given the likelihood of underperformance of the 
revenue collection for 2019/20, if the 

supplementary budget was to be approved as 
submitted, the financing gap will have to be met 
from additional borrowing," the report said. 
The original supplementary budget had 
forecast the fiscal deficit at 6.3% of GDP in 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  24 

financial year 2019/20, which began in July, 
up from 5.9%. 

With elevated borrowing, especially from China, 

in recent years for projects like a new railway 
line linking the port of Mombasa with the 
hinterland, the country's growing debt stock has 
raised concerns among the public. 
Total public debt stood at 62.3% of GDP as of 
June, the World Bank said in late October. 

When Kenyatta took office in 2013, total public 
debt stood at about 42% of GDP. The 
government has justified the higher borrowing, 
saying it is required for infrastructure. 
Finance Minister Ukur Yatani, who was appointed 
in July after the previous minister was charged 
with graft, has said he is committed to cutting 

the deficit by reducing spending and boosting 

revenue collection. 
The budget committee also said that the finance 
ministry gave insufficient information to justify 
the increased spending and that it introduced 
projects in the supplementary budget that were 
not highlighted when it was first read in June. 

It also lambasted the ministry for proposing cuts 
in the Judiciary and parliament budgets. 
"This should never happen in future, as this is 
against the constitution," the report said. 
 
(Reporting by George Obulutsa. Editing by Gerry 
Doyle) 
((george.obulutsa@thomsonreuters.com; Tel: +254 20 
499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ivory Coast 

Ivory Coast issues 7-year 150 bln CFA 

franc ($255 mln) bond  

25-Nov-2019  
ABIDJAN, Nov 25 (Reuters) - Ivory Coast has 

issued a 150 billion CFA franc ($254.57 
million)seven-year bond with a 5.80 percent 
coupon, the West African country's Treasury 
said on its website on Monday. 

The bond, which will finance school 
infrastructure, will be sold from Nov. 20 to Nov. 

29 in units of 10,000 CFA francs to investors 
across the region's eight-nation CFA franc 
currency zone. 
  
($1 = 589.2200 CFA francs) 
(Reporting by Loucoumane Coulibaly 
Editing by Alessandra Prentice) 
((loucoumane.coulibaly@thomsonreuters.com; +225 
05083848)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malawi 

Malawi clinches $43 mln from IMF 

credit programme  

25-Nov-2019  

JOHANNESBURG, Nov 25 (Reuters) - Malawi 

can access a further $43.3 million from the 
International Monetary Fund to drive further 
economic reform, the IMF said on Monday 
after a visit to the southern African nation to 
assess progress on a three-year recovery 
plan. 

"Completion of the reviews enables Malawi to 
draw the equivalent of about $43.3 million, 
bringing total disbursements under the 

arrangement to about $73.9 million," the IMF 
said in a statement. 
Malawi and the IMF agreed a 3-year Extended 
Credit Facility of $107.7 million in 2018 to help 
the country rebalance growing debt and budget 
deficits fanned by a slowdown in the economy, 
which relies largely on sales of tobacco, tea and 

sugarcane.  
 
(Reporting by Mfuneko Toyana) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mozambique 

S&P Says Mozambique Foreign Currency Rating 
Raised to 'CCC+' from 'SD' On Completed Debt 
Exchange  

23-Nov-2019  

Nov 22 (Reuters) - S&P Global Ratings: 
• S&P says Mozambique foreign 
currency rating raised to 'ccc+' from 'SD' on 
completed debt exchange; outlook stable 

• S&P says Mozambique's outlook balances 
view of risks associated with large twin deficits 

against improving economic growth prospects 
over next 12 months 
• S&P says 'ccc+' foreign currency rating 
on Mozambique reflects forward looking opinion 
on creditworthiness, following recent debt 
restructuring 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Nigeria 

Nigeria's Buhari seeks parliamentary 

nod on $23 billion in foreign loans  

29-Nov-2019  
By Camillus Eboh 
ABUJA, Nov 29 (Reuters) - Nigerian President 

Muhammadu Buhari has asked parliament to 
approve $22.72 billion of foreign borrowings 
tied to infrastructure and other projects, 

according to a letter seen by Reuters on 
Friday, after a similar request three years ago 
was rejected. 

In the letter dated Nov. 26, Buhari said 
parliament did not approve a $30 billion external 
borrowing plan in its entirety. Rather, a $4.5 
billion Eurobond sale was approved alongside 
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five projects out of a total of 39.  

He asked for the lower house to reconsider and 

approve the external borrowing plan for 2016-
2018 as well as projects tied to the funds, he 
said in the letter. 
The government has said it wanted to borrow 
more from abroad so that 40% of its loans come 
from offshore sources by 2019 to lower cost and 

help fund its record budgets. Buhari plans to 
spend 10.33 trillion naira ($33.8 billion) next 
year, a 17% increase over this year's budget.  
The Debt Management Office (DMO) said it 
had no plans to use the international debt 
market in 2019 after its sixth Eurobond sale a 
year earlier. However, the debt office has said 
the government plans to tap cheap 
concessionary loans this year. 

The new borrowings are tied to projects 
supported by the World Bank, African 
Development Bank, Islamic Development Bank, 
German Development Bank and China 
EXIMBank, the letter read. 
"Outstanding projects in the plan that were not 
approved by the legislature are ... critical to the 

delivery of the government's policies and 
programmes relating to power, mining, roads, 
agriculture, health, water and educational 
sectors," Buhari said in the letter. 
In 2016, Buhari asked the Senate to approve 
$30 billion of foreign borrowing to fund projects. 

But the Senate dealt him an unexpected blow by 
rejecting the plan. 

During Buhari's first term, the executive was 
embroiled in a power tussle with the legislature 
that slowed government including confirmation 
of appointments. However, in February, Buhari 
won a second term while some of his party 

loyalists in parliament were re-elected. 
Nigeria has been borrowing abroad to fund 
projects after a 2016 recession caused largely by 
low global oil prices, but debt service costs have 
been rising. 
 
(Reporting by Camillus Eboh in Abuja 
Writing by Chijioke Ohuocha 

Editing by Matthew Lewis) 
((chijioke.ohuocha@thomsonreuters.com; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa's at risk unless it rapidly 

reforms economy  

25-Nov-2019  
JOHANNESBURG, Nov 25 (Reuters) - South 

Africa faces a prolonged period of weak 
economic growth marked by rising 
unemployment, inequality and greater credit-
rating risk if the government does not act fast 
to implement reforms, the International 

Monetary Fund (IMF) said on Monday. 

Africa's most industrialised economy has seen 
growth slow to a trickle over the last decade, 

while government borrowing has climbed rapidly 

to plug a widening budget deficit and fund 

bailouts of state firms plagued by 
mismanagement.  
In October, the IMF slashed its 2019 gross 
domestic production (GDP) forecast for South 
Africa to 0.5% from 1.2%. On Monday, it said 
growth would remain subdued in 2020 and 
beyond if the government pursued its current 
policies and failed to quickly implement 

reforms. 

"The FY20/21 budget to be presented in 
February should articulate measures to address 
fiscal and SOE (state-owned entities) challenges 
and stabilize government debt," the global 
lender said in statement at the conclusion of a 
two-week, "Article IV" assessment visit to the 

country.  
"Failure to implement the needed adjustment 
in government and SOE spending and 
efficiency will worsen debt dynamics, erode 
financial stability, and further raise the 
country risk premium." 

Since taking over in early 2018, President Cyril 
Ramaphosa has vowed to stimulate economic 
growth by winning back foreign investors, easing 

policy log-jams and reforming cash-guzzling 
state firms, particularly power utility Eskom 
which is reliant on government money to stay 
afloat. 
However his plan to split Eskom into three 
entities, seen as a centrepiece of economic 

reforms, has struggled to get off the ground. A 

new chief executive was appointed only last 
week and the government has pledged to give 
the company more than 100 billion rand ($6.8 
billion) in bailouts over the next two fiscal years.  
 
($1 = 14.7075 rand) 
(Reporting by Mfuneko Toyana; Editing by Mark 
Heinrich and Pravin Char) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

South Africa's power sector reform 

timeline "optimistic"  

26-Nov-2019  
JOHANNESBURG, Nov 26 (Reuters) - The 

timeline for South Africa's plan to overhaul its 
power sector by breaking up loss-making 
state utility Eskom over the next three years 
is "somewhat optimistic", S&P Global Ratings 
said on Tuesday. 

President Cyril Ramah promised in February that 
he would split Eskimo into units for generation, 
transmission and distribution, to make the utility 

more efficient.  
A government paper released in October set out 
a vision for a restructured electricity supply 

industry, where Eskom could relinquish its near-
monopoly and compete with independent power 
producers to generate electricity at least cost. 
The government plans to set up a transmission 

unit within Eskom by the end of March 2020 and 
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complete the legal separation of all three units in 

2022. 
S&P said it saw "the reform timeline as 
somewhat optimistic", although the firm said 
it noted that "improved financial flexibility 
introduced by the support package reduces 
the risk of unintentionally triggering a default 
at Eskom, or of its debt guaranteed by the 
sovereign". 

The rating agency said Eskom's business 
separation process would require sweeping 

changes to systems and processes, ownership of 
assets and contracts, as well as laws and 
regulations. 
"Successful reform will also require some form of 
restructuring of Eskom's debt, which is critical to 
normalizing Eskom's leverage, and on which the 

roadmap and (medium-term budget policy 
statement) were silent," S&P said as it affirmed 
its 'CCC+' issuer credit rating with a stable 
outlook for Eskom. 
"This aspect would require extensive lender and 
other stakeholder engagement, including 
concomitant debt support, which we see as 

unlikely to be contemplated before 2022." 
Robust economic growth in South Africa hinges 
on saving Eskom, which is struggling under a 
440 billion rand ($30 billion) debt mountain. 
The government has pledged to give Eskom 
more than 100 billion rand over the next two 
fiscal years, with additional aid spread over the 

next decade. 

S&P said the financial support was insufficient to 
cover Eskom's funding requirements for the 
fiscal year ending March 2020 and the following 
year. 
"We believe that, in addition to full utilization of 

the government's support package, Eskom 
needs to raise around ZAR50 billion in each of 
the next two fiscal years to refinance high 
upcoming debt maturities," S&P said. 
 
($1 = 14.7075 rand) 
(Reporting by Olivia Kumwenda-Mtambo; Editing by 
Emelia Sithole-Matarise) 
((Olivia.Kumwenda@thomsonreuters.com; +27 11 595 
2817; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

South Africa's rand dips ahead of trade, 

budget data  

29-Nov-2019  
JOHANNESBURG, Nov 29 (Reuters) - South 

Africa's rand weakened early on Friday, as 
disappearing bets of the United States central 
bank cutting lending rates further added to 
worries about the local economy.  

At 0700 GMT the rand was 0.24% weaker at 
14.7350 per dollar, compared with an overnight 
close of 14.70, in relatively light-volume trade 

with the U.S. markets closed for the 
Thanksgiving holiday. 

The dollar climbed higher on Friday, as data 
showing the U.S. economy is on a firm footing 
led investors to cut back rate-cut bets that have 

so far supported flows into high-yielding 

emerging currencies such as the rand. 

Trade and monthly government budget balance 
figures due in the session, ahead of next 
Tuesday's third quarter economic growth data, 
were set to drive sentiment, with 14.80 the next 
sell target.  
Bonds edged firmer, with the yield on the 

benchmark 2026 paper ZAR186= down 1 basis 
point to 8.465%. 
 
(Reporting by Mfuneko Toyana; Editing by Alex 
Richardson) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tanzania 

Tanzania secures $1 bln syndicated 

loan from TDB bank for infrastructure  

26-Nov-2019  

DAR ES SALAAM, Nov 26 (Reuters) - Tanzania 

has received a $1 billion syndicated loan 
arranged by the Trade and Development Bank 
for infrastructure projects and is seeking an 
additional $500 million from the regional 
lender, the presidency said. 

The government said in 2016 it had agreed a 

$7.6 billion loan from China's Export-Import 
Bank (Exim) to build a railway line that will link 

it to neighbours, but the funds were never 
disbursed. No reasons were given by authorities. 
"TDB has issued a $1 billion soft loan to the 
country and is now finalising procedures for 
releasing other additional loans worth $500 
million for implementation of various 
development projects," the presidency said in a 

statement late on Monday. 
East Africa's third biggest economy wants to 
profit from its long coastline and upgrade 
rickety railways and roads to serve growing 
economies in the wider East and Central 
Africa region. 

Admassu Tadesse, TDB's chief executive, said 
the bank was in discussion with the Tanzanian 

government for additional loans worth "hundreds 
of millions of dollars" to finance infrastructure 
projects, including a new railway. 
"We underwrote $500 million of that $1 billion 
and the other $500 million was mobilised and 
raised through some of our partners," said 
Tadesse after meeting Tanzania's president. 

"There is more on the table right now. We'll be 
putting in several hundred million going 
forward." 
In total, Tanzania wants to spend $14.2 billion 
over the next five years to build a 2,561 km 
(1,591 mile) standard gauge railway network 
connecting its main Indian Ocean port of Dar 
es Salaam to its hinterland. 

Tadesse said the high-speed electric rail network 

that Tanzania is building is expected to boost 
trade with landlocked neighbours in the region. 
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The TDB institution is owned by regional states 

and other shareholders. 

 
(Reporting by Fumbuka Ng'wanakilala 
Editing by Duncan Miriri and Andrew Cawthorne) 
((duncan.miriri@thomsonreuters.com; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019 
 

OCEANIA 
  

Papua New Guinea 

Papua New Guinea faces cash crunch 

as China repayment schedule ramps up  

29-Nov-2019  
• Debt-to-GDP breaches PNG's legal 
limit 
• PNG has increasingly turned to China 
for financing 
• Gas sector income has repeatedly 
come in below forecasts 

By Jonathan Barrett and Charlotte Greenfield 
SYDNEY/WELLINGTON, Nov 29 (Reuters) - 
Papua New Guinea's annual debt repayments 

to China are forecast to increase 25% by 
2023, new budget figures show, at the same 
time as the Pacific nation falls to its largest 
ever deficit. 

The resource-rich archipelago, which is at the 
centre of a diplomatic tussle between China and 
the United States, has blamed extravagant 
spending by the previous administration for its 
souring finances, which will require the 

government to borrow even more to pay the 
bills. 
Balancing its books has been made more 
difficult by recalculations to the country's 
outstanding debt. It has soared 10 percentage 
points since the last annual budget to 42% of 
gross domestic product (GDP), above the 
legal limit of 35%. 

"You have some of those loans clicking in; the 

repayments are going to be a problem," said 

Paul Barker, executive director of Port Moresby-
based think tank the Institute of National Affairs. 
Formerly administered by U.S. ally Australia, 
PNG has in recent years turned increasingly to 
China for financing as Beijing becomes a bigger 
player in the region. 

The U.S. has repeatedly warned that China was 
using "predatory economics" to destabilize the 
Indo-Pacific; a charge strongly denied by 
Beijing.  
Although the total debt owed to Beijing was 
not disclosed in PNG's budget documents 
released on Thursday, repayment schedules 
show China is by far the biggest bilateral 

creditor, with annual repayments to the Asian 
giant projected to increase 25% to about $67 
million by 2023. 

Treasurer Ian Ling-Stuckey said that past 
excesses, including extravagant spending linked 
to hosting the Asia-Pacific Economic Cooperation 

forum last year, were emblematic of the 

financial problems that had been building up.  

"At that time, we were in the midst of the APEC 
extravaganza with our new APEC Haus, red 
carpet, fancy new roads all focused in Port 
Moresby, and Maseratis," he said in a speech 
delivered to parliament on Thursday. 
"Now, we have a new prime minister that travels 

economy class." 
The purchase of a luxury fleet of cars during the 
forum, that included 40 slick Maserati 
Quattroporte sedans, sparked public protests at 
the time, given the country is beset by poverty.  
Prime Minister James Marape took over as leader 

in late May after Peter O'Neill lost the support of 
the parliament following almost eight years in 
power. 

Adding to the fiscal strain, income from the 
country's natural gas sector has also repeatedly 
come in below forecasts. 
PNG's total expenditure in the 2020 budget is 
forecast to reach a record 18.7 billion kina 

($5.36 billion), against an anticipated 14.1 
billion kina ($4.04 billion) in revenue, 
creating the largest deficit it has ever faced, 
according to budget documents.  

 
(Reporting by Jonathan Barrett in Sydney and 
Charlotte Greenfield in Wellington; Editing by Kim 
Coghill) 
((Jonathan.Barrett@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
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