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ASIA 
  

GULF COOPERATION COUNCIL  

GCC sovereign borrowings to see 

steady rise for next two years  

26-Feb-2019  
Gulf News 
Most GCC countries have been tapping 
international debt markets in recent years to 
meet their funding needs. 
Dubai: Lower oil prices, upcoming debt 
maturities requiring refinancing are expected 

to push up the commercial borrowings of GCC 
countries and wider Middle East and North 
Africa (Mena), according to rating agency 
Standard & Poor's. 

Sovereign long-term commercial borrowing in 
the Mena region could increase by 25 per cent 
this year after falling 38 per cent in 2018. S&P 
projects the total borrowings for the region to 
rise to $136 billion this year from $109 billion in 

2018. 
"This [decline in borrowings last year] was 
chiefly because higher oil prices and fiscal 
consolidation measures in GCC countries 

significantly reduced GCC sovereigns' funding 
needs in 2018. However, lower oil prices in 2019 

will not support a further reduction in GCC fiscal 
deficits," said Trevor Cullinan, a credit analyst 
with S&P. 

A significant portion of Mena region's 
government debt this year is expected to go 

towards debt refinancing. "We expect that about 
44 per cent of MENA sovereigns' $136 billion of 
gross borrowing this year will go toward 
refinancing maturing long-term debt, resulting in 
an estimated net borrowing requirement of $76 
billion," said Cullinan. 

Total sovereign debt of the region, including 
borrowings from bilateral and multilateral 
institutions, is expected to rise by $85 billion (11 
per cent) in 2019 to $892 billion. 
Most GCC countries have been tapping 
international debt markets in recent years to 
meet their funding needs, diversify funding 
sources, and reduce liquidity pressures in the 

domestic banking systems. Regarding GCC 

central governments' deficit-financing strategies, 
Qatar, Bahrain, and Oman have largely focused 
on debt issuance rather than asset drawdowns. 
Saudi Arabia has seen a more equal split 
between issuing debt and liquidating part of 
their assets, while Abu Dhabi and Kuwait have 

mostly drawn down assets, issuing in the 
markets more opportunistically. 
S&P expects Saudi Arabia, Egypt, and Lebanon 
will issue the lion's share of long-term 
commercial government debt in the region in 

2019 representing 22 per cent, 20 per cent, and 
14 per cent, respectively. Iraq will continue to 

have the largest share of bi- and multilateral 
debt in 2018 accounting for 40 per cent of the 
total debt. 
"We expect Saudi Arabia, the largest Mena 
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economy that we rate, to be the largest 
borrower in 2019 with $29 billion, or 22 per 

cent of gross commercial long-term borrowing 
in the region as a whole. The next largest 
borrower will be Egypt ($28 billion; 20 per 
cent of the total," said Cullinan. 

Egypt is expected to face the highest debt 
rollover ratio (including short-term debt) in the 
region, reaching 36 per cent of GDP, followed by 
Jordan (30 per cent) and Lebanon (27 per cent). 

The rollover ratios of sovereigns with higher 
proportions of official debt tend to be lower 
because official debt typically has longer tenors 
than commercial debt. 
For 2019, S&P projects that sovereigns' 
commercial debt rated in the 'AA' category (Abu 
Dhabi, Kuwait, and Qatar) will be 18 per cent of 

the total, significantly up from 8 per cent in 
2018. This is based on their expectation that the 
Kuwaiti government will pass a new debt law, 
raising the debt ceiling and authorising extra 
borrowing. 
Due to the rise in the share of debt issuance by 
higher-rated Mena sovereigns to 39 per cent in 

2019 from 35 per cent in 2018, the share of 
commercial debt rated in the 'BBB' category or 
lower is projected to fall to about 61 per cent of 
the total from 65 per cent in 2018. 
 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
 
 

Armenia 

Armenia's economy grows 5.2 pct in 

2018, slower than 2017  

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

economy expanded 5.2 percent year-on-year 
in 2018, preliminary data showed on 
Wednesday, down from 7.5 percent in 2017. 

The South Caucasus country of 3.2 million 
depends heavily on aid and investment from 
former imperial master Russia, whose economic 

downturn has hit Armenian exports as well as 

remittances from Armenians working there in 
recent years. 
In September the government raised its forecast 
for 2018 growth to 6.5 percent from a previous 
4.5 percent after a blistering 7.2 percent 

expansion year-on-year in the second quarter. 
This year the government expects the economy 
in the former Soviet republic to expand 4.5 
percent. 
 
(Reporting by Hasmik Mkrtchyan; Writing by Margarita 
Antidze; Editing by Hugh Lawson) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Bahrain 

Bahrain says budget deficit expected to 

fall in 2020  

25-Feb-2019  
DUBAI, Feb 25 (Reuters) - Bahrain's cabinet 

has approved a draft budget for 2019 and 
2020, which projects a reduction in its budget 
deficit and a rise in the state's revenues, 
according to a government statement. 

Bahrain's revenues are expected to reach 2.74 
billion dinars ($7.27 billion) in 2019 and 2.87 

billion dinars in 2020, the statement said. 
Spending will hit 3.25 billion dinars in 2019 and 
3.28 billion dinars in 2020. The draft also says 

public investment will reach 670 million in 2019 
and the same amount will be allocated for 2020. 
The budget deficit is expected at 708 million 
dinars in 2019 and 613 million dinars in 2020.  

Bahrain released a 33-page fiscal plan last year 
after signing an agreement with its Gulf 
neighbours, which have provided a $10 billion 
aid package, to fix its debt-burdened finances 
and eliminate its budget deficit by 2022.  
 
($1 = 0.3770 Bahraini dinars) 

(Reporting by Aziz El Yaakoubi; Writing by Saeed 
Azhar) 
(( Saeed.Azhar@thomsonreuters.com ; +971 
44536787; Reuters Messaging: 
saeed.azhar.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Bahrain has "come a long way" on 

budget deficit, vows more reforms 

26-Feb-2019  

By Davide Barbuscia and Lisa Barrington 
MANAMA, Feb 26 (Reuters) - Bahrain has 

"come a long way" in tackling its budget 
deficit and is committed to more reforms 
following last year's $10 billion aid package 
from Gulf allies, the central bank governor 
said on Tuesday.  

Bahrain last year released a plan to help it avert 

a debt crisis, a series of fiscal reforms linked to 
the package from Saudi Arabia, Kuwait and the 
United Arab Emirates. 
The first payment was made after the aid deal 
was signed last year and "the programme will 
continue as we unfold our different action 
plans", Rasheed Mohammed al-Maraj said at a 

conference in Manama, declining to give more 
details.  
"I think we have come a long way now with 
the fiscal balance programme. It has put out a 
clear plan to the market about how we are 
going to deal with our budget deficit and 
public debt." 

Bahrain does not have the vast oil wealth of 
other Gulf Arab states and its revenues have 

declined since the 2014 slump in oil prices.  
As well as introducing a value-added tax in 
January, the government has cut subsidies, 
raised fees and is pushing economic 
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diversification and inward investment 

programmes.  

Authorities are hailing the decision of Amazon 
Web Services to locate its Middle East hub in 
Bahrain, due to open early this year, as an 
example of the sort of investment they want 
more of.  
Bahrain in April announced the country's largest 

oilfield discovery since 1932, but it is not known 
how much could be commercially extracted.  
"The oil industry is a blessing, but it should not 
take away from the reforms we are making or 
the overall diversification strategy," said Khalid 
al Rumaihi, chief executive at Bahrain Economic 

Development Board, an investment promotion 
agency.  
This month the finance minister said the 
government had managed to cut the deficit by 
35 percent from the 2017 figure of $3.5 
billion. Bahrain's cabinet on Monday approved 
a draft state budget for the next two years 
that projects a further reduction in its deficit 
to $1.63 billion by 2020. 

Bahrain's latest official fiscal deficit to GDP ratio 

was 10.3 percent in 2017.  
The central bank governor said Bahrain expects 
its economy to grow between 2.0 and 2.5 
percent in 2019, in line with last year's pace. 
After oil prices plunged, Bahrain increasingly 
relied on external funding to refill its state 
coffers. Last March it had to cancel a planned 

sale of international conventional bonds as 

investors demanded higher yields. 
Governor al-Maraj said the $10 billion aid 
package has not removed the need for 
fundraising this year, but debt would be raised 
in smaller amounts than in previous years. 

Financing plans for this year will be decided after 
the budget is approved, he told reporters. 
Al-Maraj reiterated that the currency's peg to 
the U.S. dollar was the anchor of the central 
bank's monetary policy and would remain so. 
 
(Reporting by Davide Barbuscia and Lisa Barrington; 
Writing by Saeed Azhar; Editing by Kevin Liffey and 
Peter Graff) 
(( Saeed.Azhar@thomsonreuters.com ; +971 
44536787; Reuters Messaging: 

saeed.azhar.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Bahrain bailout tied to "general 

assessment" of rebalancing, not 

specific numbers   

27-Feb-2019  
By Lisa Barrington and Davide Barbuscia 
MANAMA, Feb 27 (Reuters) - A $10 billion 

bailout pledged to Bahrain – one of the Gulf's 
weakest economies – from Saudi Arabia, 
Kuwait and the United Arab Emirates is tied to 
a "general assessment" of its progress in 
rebalancing its fiscal position rather than to 

specific numbers, its finance minister said. 

Bahrain in October was promised the $10 billion 
in assistance over five years from the three Gulf 
allies after experiencing severe pressure in 

currency and debt markets. 

"We put together a fiscal balance plan for 

Bahrain, by Bahrain, which was then presented 
to the three countries. The main thing with 
regards to the support attached to that plan is 
an assessment of us staying on plan," Sheikh 
Salman bin Khalifa Al Khalifa told Reuters on the 
sidelines of an investment conference in 

Manama. 
"It's a general assessment … We will not tie to a 
specific number on a five-year cycle, because 
you will need to make sure that you are aligning 
growth with fiscal measures." 
Bahrain's central bank governor on Tuesday 
said it expects the economy to grow 2.0 to 2.5 

percent in 2019, in line with last year's pace. 

Saudi Arabia, connected to Bahrain on its 

eastern coast by a causeway, has for years 
provided political and economic support to its 
Sunni-ruled neighbour. 
Sunni Muslim Saudi Arabia and the UAE sent 
security forces to protect the government in 

Manama from a Shi'ite-led uprising in 2011. 
Bahrain in October released a 33-page plan to 
fix its debt-burdened finances and eliminate 
its budget deficit by 2022. The plan aims to 
put Bahrain on a sustainable financial footing. 
Oil prices plunged in 2014, leaving it with big 
fiscal and external deficits. 

"One of the things we've seen in Bahrain is, as 
the economy has grown, non-oil revenues have 
not kept the pace. And therefore we need to 

build in measures that capture more with 
regards to positive economic growth," said the 
minister. 
Bahrain in January introduced a value-added 
tax. 
When asked if the introduction of more types of 

tax was a way to align economic growth with 
non-oil revenue generation, Sheikh Salman said 
"we are not looking at things other than the 
VAT." 
Bahrain has increasingly relied on 
international debt issues over the past years 
but had to cancel a conventional bond sale 
last March as investors demanded higher 
returns, raising doubts over Bahrain's ability 

to continue to access debt markets. 

Sheikh Salman said Bahrain is working on this 
year's funding plan and will look at potentially 
tapping the international debt markets on an 
"opportunistic" basis. 
According to initial estimates, Bahrain managed 
to narrow its budget deficit in 2018 by 35 

percent to 874 million dinars ($2.3 billion), he 
said. 
It had projected a 1.2 billion dinars deficit for 
the year. 
As part of the fiscal balance program announced 
last year Bahrain has embarked on reforms 
aimed at reducing public expenditure. 

The steps include the creation of new bodies to 

oversee government spending and borrowing, 
cutting public spending, introducing voluntary 
retirement for state employees, and mounting 
an efficiency drive. 
Around 18 percent of the civil service has so far 
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accepted a voluntary retirement programme, 

which the minister said was "very positive." 

The Bahraini dinar touched 17-year lows in the 
first half of last year, and the cost of insuring 
Bahrain's sovereign debt against default hit 
record highs. 
In June, its Gulf allies reassured financial 
markets by saying they were in talks about a 
major aid package that would be linked to the 

kingdom's progress in reforming its finances. 

The $10 billion package is "a series of long term 
loans," said the minister, who declined to 
comment on whether the financing was interest-
free and on how much of the $10 billion had 
already been drawn down. 
He said more details on the loan would be 

announced "in due course". 

 
(Reporting by Lisa Barrington and Davide Barbuscia; 
Editing by Hugh Lawson) 
(( lisa.barrington@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Affirms Bahrain at 'BB-'; Outlook 

Stable  

28-Feb-2019  
Fitch Ratings-Hong Kong-February 28: Fitch 

Ratings has affirmed Bahrain'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 
Bahrain's ratings are supported by strong 
financial backing from richer neighbours in 
the GCC, a large and developed financial 
sector and high GDP per capita and human 
development indicators relative even to the 
'BBB' median. Weak public finances, high 
fiscal dependence on oil revenue and political 
constraints on enacting reforms all weigh on 
the ratings. 

The government's Fiscal Balance Plan (FBP) 
announced in October 2018 and supported by 
USD10 billion funding from Saudi Arabia, Kuwait 
and the UAE present a credible opportunity for 

Bahrain to stabilise its public finances. The FBP, 
which aims to eliminate the fiscal deficit by 2022 
and put government debt on a downward 

trajectory, is Bahrain's clearest medium-term 
plan in recent years, but there are still 
significant risks to implementation, in Fitch's 
view. 
The USD10 billion Gulf support package of long-
term interest-free loans to be disbursed in 2018-

2022 is significant in the context of Bahrain's 
annual financing needs and will help contain 
interest costs for the government, which had 
risen sharply. The announcement of the package 
led to a compression of bond yields and we 
expect Bahrain will again be able to access 

external markets as a result. The assumption of 

Gulf support has generally underpinned 
Bahrain's market access and US dollar peg 
despite extremely low foreign exchange 
reserves, which dipped below one month of 

current external payments in 2018. 

The first instalment, of USD2.3 billion, was 

disbursed in October-November, around the 
time of Bahrain's maturing USD750 million 
sukuk (there is no published schedule of future 
disbursements). In 2019-2022 Bahrain faces 
USD5.3 billion of maturing external debt. Under 
our forecasts, Bahrain will need the equivalent of 

USD2.3 billion on average per year of new 
financing in 2019 and 2020 to cover the budget 
deficit, with banks in a position to provide a 
portion of that and roll over holdings of short-
term domestic debt. 
Gulf backing was already captured in our ratings 

for Bahrain. There is no public information about 
conditionality for the support, but Fitch believes 
that Gulf backing will ultimately materialise even 

if implementation of the FBP stalls, given the 
country's small size and strategic importance. 
The package builds on existing channels of 
support, which are rooted in deep historical, 

cultural and familial ties as well as regional 
rivalries. The USD7.5 billion (close to 20% of 
GDP) GCC Development Fund provided in the 
wake of the Arab Spring unrest in 2011 has 
supported economic growth. Bahrain gets most 
of its oil from the Abu Sa'afa field shared with 
Saudi Arabia (it is entitled to 50% of production, 

but has sometimes received significantly more 
as a form of support). Gulf corporates and 
institutions invest heavily in Bahrain, including in 
government bonds. 
A significant reduction in the budget deficit to 
7.6% of GDP in 2018 from 12.3% of GDP in 
2017, according to preliminary data (including 
more than 2% of GDP of estimated extra-

budgetary spending), largely reflected higher 
oil prices (up by 33% yoy) accounting for 
approximately 75% of the deficit reduction. 
The remainder derived largely from the further 
cuts in gas subsidies (which shows up in 
stronger gas revenue), savings on wages (0.5% 
of GDP) and transfers and subsidies (0.5% of 
GDP) and on capital spending. These savings 

more than offset an 0.8% of GDP increase in 
interest expenditure. 
In 2019-2020, despite lower average oil prices, 

we forecast smaller budget deficits (6.1% and 
5.3% of GDP, respectively, again including more 
than 2% of GDP extra-budgetary spending), 
because of new measures taken under the FBP 

and interest cost savings. The FBP is targeting 
net savings of at least BHD800 million (5.4% of 
forecast 2019 GDP) in addition to existing 
policies. New measures include the introduction 
of 5% VAT; a voluntary retirement scheme 
(VRS); further subsidy reform; and greater 

control of operational spending. 
VAT was introduced at the start of 2019 with a 
headline rate of 5%, as in Saudi Arabia and the 
UAE, and the government hopes to collect 

BHD150 million in 2019, rising to BHD300 
million in 2020 (1.9% of GDP). A VRS under the 
FBP has attracted 8,711 applicants (out of 

48,000 civil servants) and the first batch left 
their positions at end-January. The government 
estimates that headcount reduction could save 
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BHD166 million in 2019 (11% of the 2018 wage 

bill), with further savings in 2020-22. However, 

there is uncertainty about the cost and financing 
(not yet disclosed) of the cash compensation 
associated with the VRS, which Fitch believes 
could amount to 5%-7% of GDP but is not 
included in our fiscal forecasts. The government 
plans for this to be funded off-budget, but has 

not yet clarified the source of these funds. 
Key risks to the implementation of the FBP, in 
Fitch's view, include the sustainability of the 
cut to the workforce and the squeeze on 
operational spending; whether the ambitious 
savings on subsidies can indeed be made; and 
to what extent economic growth can weather 

the storm of fiscal adjustment. There has been 
parliamentary pushback against sharper fiscal 

adjustment in recent years. However, the 
outgoing parliament approved VAT and the new 
parliament following the November 2018 
election approved the government's overarching 
four-year action plan in January. 
Fitch expects government debt/GDP to 
stabilise at just over 95% in 2019-2020 and 

to decline gradually to 2022. Government 

debt/GDP continued to rise in 2018, to 93% 
from 88% in 2017. The 2018 government debt 
figure includes BHD952 million (6.6% of GDP) of 
liabilities to the central bank and USD2.2 billion 
(6% of GDP) from the first instalment of the Gulf 
support package. Without these two items 

government debt/GDP was 80.4% at end-2018. 

The government could attempt to monetise state 
assets, notably parts of Mumtalakat Holding 
Company. Mumtalakat has a portfolio of assets 
with a balance sheet value of around 40% of 
GDP. A large oil discovery in 2018 may bring 
further fiscal respite when developed in around 

five years. 
For 2019-2020 we forecast average real GDP 
growth of 2.6%, down from an average of 3.6% 
in 2013-2018). We assume the hydrocarbons 
sector to remain flat and for non-oil growth 
averaging just above 3%, supported by project 
activity related to state-owned companies (in oil, 

gas, and aluminium), GCC Development Fund 
awards and other private sector investment. 

Political fault lines, both domestic and regional, 
will continue to be a source of tension in 
Bahrain. Lack of reconciliation between the 
government and the predominantly Shia 

opposition presents a degree of political risk. 
Fitch's baseline assumption is that Bahrain's 
security forces will continue to prevent the sort 
of escalation of domestic tensions that would 
materially affect economic stability. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Bahrain a score 
equivalent to a rating of 'BB' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 

• External Finances: +1 notch, to reflect 
the boost to external financing flexibility from 

strong GCC support, which more than outweighs 

the very low level of foreign reserves 

• Public Finances: -1 notch, to reflect low 
revenue mobilisation, expenditure rigidities, the 
high fiscal breakeven oil price (forecast at 
USD91/b in 2019) and the high level of 
government debt. 
• Structural Features: -1 notch, to reflect 

the political and social constraints on fiscal 
policy, which have prevented the government 
from cutting expenditure more rapidly and make 
it harder to use GDP per capita for generating 
more substantial diversified revenue. 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 

score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 

our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could lead to positive 
rating action are: 
• Confidence in a narrowing of the budget 
deficit consistent with placing government debt-

to-GDP on a firm downward path. 
• A broadly accepted political solution to 
domestic political tensions. 
The main factors that could lead to negative 

rating action are: 
-Further significant deterioration of debt 

dynamics, combined with increased financing 
constraints. 
• Severe deterioration of the domestic 
security environment. 
KEY ASSUMPTIONS 
• Brent crude will average USD65/bbl in 
2019 and USD62.5/bbl in 2020. 

• No change to the rule of the royal family. 
• Regional conflicts will not directly impact 
Bahrain or its ability to trade. 
• No change to the peg of the Bahraini 
dinar to the US dollar. 

The full list of rating actions is as follows: 
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 'BBB-' 

Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'BB-' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'BB-' 
Issue ratings on short-term senior unsecured 
local-currency bonds affirmed at 'B' 
Issue ratings on the sukuk trust certificates 

issued by CBB International Sukuk Company 5 
and 6 and 7 affirmed at 'BB-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
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Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

China 

China bond issuance reaches 3.2 trln 

yuan in January  

23-Feb-2019  
BEIJING, Feb. 23 (Xinhua) -- The value of 

bonds issued in China last month totaled 3.2 
trillion yuan (about 476.5 billion U.S. dollars), 
according to data from the central bank. 

Treasury bond issuance stood at 170 billion 

yuan, while local government bond issuance 

reached 418 billion yuan, according to the 
People's Bank of China. 
By the end of January, total bonds outstanding 
reached 87.5 trillion yuan, while local 
government bond balance stood at 18.3 trillion 
yuan. 
China has decided to speed up local 

government bond issuance this year to help 
the timely implementation of various projects. 

Central authorities have assigned 1.39 trillion 
yuan worth of bonds to local governments ahead 
of schedule for this year, accounting for 63 
percent of the total new debt quota in 2018. 
The funds will be used to finance projects under 

construction and other major projects of 

transportation, water conservation and 
environmental protection. 
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
 
 

China central bank's maturing bills, 

repos next week  

01-Mar-2019  
March 1 (Reuters) - Maturing Chinese central 

bank reverse bond repurchase agreements 
will drain 220 billion yuan ($32.84 billion) 
next week. 

The People's Bank of China (PBOC) has drained 
620 billion yuan on a net basis from money 
markets via open market operations (OMOs) so 
far this year. 
The PBOC drained a net 410 billion yuan from 
the markets in 2018, with the outstanding 
balance in its OMOs at 840 billion yuan, as of 

end-December. 
Following is a summary of the volume of the 
central bank's maturing bills, repos and reverse 
repos for the next week . 
 
($1 = 6.6986 Chinese yuan) 
(Reporting by Andrew Galbraith)  
((Andrew.Galbraith@tr.com; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith)) 
 

 

Hong Kong 

Hong Kong budget for fiscal 2019/20  

27-Feb-2019  
HONG KONG, Feb 27 (Reuters) - The following 

are highlights of Hong Kong's budget for the 
2019/20 fiscal year starting in April. 
Hong Kong's trade-reliant economy is 
vulnerable to simmering trade tensions 
between the United States and China and, if 
unresolved, they pose broader risks to the city 

this year. As one of the most open and free 
economies in the world, Hong Kong's growth is 
also highly reliant on capital, trade, tourist and 

investment flows from China. 

The former British colony is grappling with its 
weakest retail sales growth in 18 months, while 
visitor spending has been hit by a weaker 
Chinese yuan which makes Hong Kong more 
expensive for mainland tourists. 
The budget is being presented by Financial 

Secretary Paul Chan on Wednesday. 
BUDGET 
* Govt forecast 2018/19 budget surplus at 
HK$58.7 billion ($7.48 billion) 
* Govt expects fiscal reserves at HK$1,161.6 
billion by end-March 2019 

ECONOMY 
* 2018 GDP up +3 pct, vs govt's forecast of 
+3.2 pct 

* 2018 Q4 GDP up 1.3 percent on year, lowest 
since Q1 of 2016 
* 2018 Q4 GDP down seasonally adjusted 0.3 
percent from Q3 

* Govt forecasts 2019 GDP growth of 2-3 
percent 
* Average GDP growth forecast at 3 percent per 
annum in real terms from 2020-2023 
* Expects 2019 headline inflation at +2.5 
percent 
* Forecasts 2019 underlying inflation at +2.5 

percent 
NEW DEBT ISSUE 
* To promote development of green finance in 

Hong Kong and diversification of related 
products 
* To gear up for the inaugural issuance of 

government green bonds  
SALARY 
* Govt says to reduce salaries tax payable by 75 
percent, capped at HK$20,000 
* It will benefit 1.91 million taxpayers and 
reduce government revenue by HK$17 billion  
PROFITS TAX 

* Govt says to reduce profits tax payable by 75 
percent, capped at HK$20,000 
* This will reduce government revenue by 
HK$1.9 billion 
* To waive business registration fees for 2019-

20, benefitting 1.4 million business operators 
but will reduce government revenue by HK$2.9 

billion 
SUPPORTIVE MEASURES FOR INDUSTRIES 
* Govt says will push for southbound trading of 

mailto:Publicdebtnet.dt@tesoro.it
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bond connect 

* To promote technological collaboration, 

facilitating the development of Guangdong-Hong 
Kong-Macau Greater Bay Area economic zone 
into an international I&T hub 
* To explore expansion of the channels for two-
way flow of cross-boundary renminbi funds 
* To introduce a more competitive tax 

arrangement to attract private equity funds to 
set up and operate in Hong Kong 
* Starting from April 1, onshore and offshore 
funds meeting certain conditions will be eligible 
for profits tax exemption  
* To provide tax concessions for marine 

insurance and the underwriting of specialty risks  
* Govt says Hong Kong Monetary Authority will 
shortly issue virtual banking licences.  

* To promoting I&T development, focusing on 
four areas in biotechnology, artificial 
intelligence, smart city and fintech 
* Govt will auction spectrums in different 

frequency bands in batches to prepare for the 
development of 5G networks and services 
HOUSING 
* Estimated public housing production for the 
next 5 years is 100,400 units, including 74,200 
units for public rental housing  
* Private sector will complete 18,800 residential 

units annually in the next 5 years to 2023, up 20 
percent from the past 5 years 
* Govt has no intention to withdraw any 
demand-side management measures at this 

stage 
EXPENDITURES 

* Total government revenue for 2019-20 is 
estimated at HK$626.1 billion. Revenue from 
land premium is estimated up 23.3 percent from 
the previous year to HK$143 billion, and from 
stamp duties will fall 5 percent to HK$76 billion 
* Operating expenditure for 2019-20 is 
estimated to be HK$501.5 billion, a year-on-year 

increase of 15.4 percent 
* Recurrent expenditure, which accounts for 
over 80 percent of operating expenditure, will 
reach HK$441 billion, a year-on-year increase of 
9 percent  

* In 2019-20, the civil service establishment is 
expected to expand by 3,481 posts to 191,816  

* Govt forecasts a surplus of HK$16.8 billion in 
the Consolidated Account in the coming year 
* Fiscal reserves are estimated to be 
HK$1,178.4 billion by the end of March 2020, 
equivalent to 39.4 percent of GDP 
MEDIUM TERM FORECASTS 

* Average economic growth rate is forecast to 
be 3 percent per annum in real terms from 2020 
to 2023, slightly higher than the trend growth 
rate of 2.8 percent over the past decade 
* Annual expenditure on infrastructure projects 
will exceed HK$100 billion 
* Fiscal reserves are estimated at HK$1,224.6 

billion by the end of March 2024, representing 
33.7 percent of GDP, equivalent to 19 months of 
government expenditure 
* The government will generally have an overall 
surplus in the next 5 years  

COMMENTS 

* "Every cloud has a silver lining. Even though 

we are not out of the woods yet, we have every 
confidence in our future." 
* "The momentum was checked by brewing 
trade tensions and other unfavourable conditions 
in the second half of the year. Production and 
trading activities in Asia saw notable growth for 

most of last year, but significantly weakened 
towards year end." 
* "If the U.S.-China trade conflict escalates, 
global trade, investment and financial markets 
will be subject to greater shocks. This will not 
only affect our exports and asset markets, but 

also dampen local investments and private 
consumption." 
* "We should, therefore, develop talent-

intensive industries and focus on high value-
added activities." 
* "Now that the economic environment is 
fraught with uncertainties and challenges, we 

must get ourselves well prepared." 
 
($1 = 7.8491 Hong Kong dollars) 
(Reporting by Donny Kwok; Editing by Jacqueline 
Wong) 
(( donny.kwok@thomsonreuters.com ; +852 2843 
6470; Reuters Messaging: 
donny.kwok.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

India's April-January fiscal deficit at 

121.5 pct of full-year target  

26-Feb-2019  
NEW DELHI, Feb 26 (Reuters) - India's April-

January fiscal deficit touched 7.7 trillion 
rupees ($108.36 billion), or 121.5 percent of 
the budgeted target for the current fiscal 
year, government data showed on Tuesday. 

Earlier this month, while presenting the annual 
budget for 2019/20, the government had revised 
upward its fiscal deficit target to 3.4 percent of 
GDP for the current fiscal year from the 

previously estimated 3.3 percent budgeted 

target. 
 
($1 = 71.0575 Indian rupees) 
(Reporting by Manoj Kumar; Editing by Subhranshu 
Sahu) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

India Bonds Stay Higher As Slower 

Growth Boosts Rate Cut Hopes  

01-Mar-2019  

By Dharam Dhutia 
NewsRise 
MUMBAI (Mar 01) -- Indian government bonds 

kept gains in afternoon trade as slower-than-
expected economic growth boosted bets of 
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further monetary easing by the nation’s 
central bank. 

The benchmark 7.17% bond maturing in 2028 

changed hands at 97.45 rupees, yielding 7.57%, 
at 1:10 p.m. in Mumbai against 97.31 rupees, 
and a 7.59% yield, yesterday. The note rose to 
97.55, highest since Feb. 22, in early trade. 
The 7.26% bond maturing in 2029 was at 99.06 
rupees, yielding 7.39%, against 98.97 rupees 

and a 7.41% yield at the previous close. The 
rupee fell to 70.93 to dollar against 70.72 
previous close. 
India’s federal government is selling bonds 
worth 120 billion rupees today amid 
expectations of strong demand for short 
maturity bonds. 

“Rate cuts bets have heightened and geo-

political tensions may also not escalate much,” a 
trader with a private bank said. “If the auction 
cutoffs are aggressive, we may see another 
round of rally after the cutoffs.” 
The Indian economy grew 6.6% from a year 
earlier in October-December, lagging the median 
forecast of 6.9% in a Reuters poll and against 

7% growth in the previous quarter, data 
released after market yesterday showed. The 
print was lowest since quarter ended June 2017. 
India also cut its estimate for economic growth 
in the fiscal year ending Mar. 31 to 7.0% from 
an earlier estimate of 7.2%. 

India’s Monetary Policy Committee had 
unexpectedly cut rates by 25 basis points last 

month as it expected inflation to stay below 
target for the next year. The panel had indicated 
more easing going ahead as it focuses on 
helping growth. 
Nomura, Deutsche Bank, HSBC and ANZ 

Research expect another rate cut at the April 
MPC meeting. 
Traders keenly await any new geo-political 
developments a day after Pakistan's Prime 
Minister Imran Khan said a captured Indian pilot 
would be released today as a gesture of peace. 
A terrorist suicide attack in India’s Kashmir 

valley that killed 40 paramilitary personnel on 
Feb. 14 triggered a crisis, with New Delhi 
targeting a terror camp in Pakistan’s Balakot 

earlier this week. In response, Pakistan’s air 
force violated India airspace, leading to a 
dogfight that led to both sides shooting down 

each other’s aircrafts. 
Meanwhile, the benchmark Brent crude oil 
contract rose 1.4% to $66.94 per barrel as 
markets tightened amid output cuts by producer 
club OPEC. India imports 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 
 

 

Indonesia 

Economy in brief: Govt pays Rp22.99t 

in debt interest  

26-Feb-2019  
The Jakarta Post, Jakarta 
The government paid Rp 22.99 trillion 
(US$1.64 billion) of its debt interest that was 
due in January, or 8.33 percent of the debt 
interest payment target it set in the 2019 
state budget. 

The figure marked a 2.22 year-on-year (yoy) 
decrease in the country's debt interest payment. 

In January last year, the government paid 9.86 
percent of the yearly debt interest payment 

target. 
The Finance Ministry's financing and risk 
management director general, Luky Alfirman, 
said the decrease in debt interest payment 
growth was caused by a smaller debt interest 
due in January this year compared to the 

same period last year, adding that some of the 
debt interest due January this year had been 
paid earlier in 2018. 

"The due dates of the debt interest payments 
are not distributed evenly each month 
throughout the year. It depends on when the 
loans were disbursed," Luky told kontan.co.id in 
a recent interview. 

Luky also attributed the decrease to the 

strengthening of the rupiah against the US dollar 
after the United States Federal Reserve decided 
to set its rates between 2.25 and 2.5 percent. 
According to Bank Indonesia, the country 
recorded a total foreign debt of US$376.8 billion 
as of December 2018, up 6.9 percent yoy. 

The central bank said the level of foreign debt 
remained healthy, considering 86.3 percent of 
the debt is long term in nature with maturity 
periods of more than one year. 
 
Copyright (c) 2019 The Jakarta Post 
 
 

Fitch Affirms Indonesia Infrastructure 

Finance at 'AAA(idn)'; Outlook Stable  

27-Feb-2019  
Fitch Ratings-Jakarta-February 27: Fitch 

Ratings Indonesia has affirmed PT Indonesia 

Infrastructure Finance's (IIF) National Long-
Term Rating at 'AAA(idn)'. The Outlook is 
Stable. The long-term senior unsecured rating 
has also been affirmed at 'AAA(idn)'. 

'AAA(idn)' National Ratings denote the highest 
rating assigned by the agency in its National 
Rating scale for Indonesia. This rating is 
assigned to issuers or obligations with the lowest 
expectation of default risk relative to all other 

issuers or obligations in the same country. 

IIF is a policy institution under Indonesia's 
Ministry of Finance (MoF). The company's key 
mission is to provide capital to accelerate the 
construction of commercially viable 
infrastructure projects in Indonesia. 
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Fitch classifies IIF as a government-related 

entity (GRE) that is credit linked to the 

Indonesia sovereign (BBB/Stable). The agency 
believes the government indirectly controls IIF 
through PT Sarana Multi Infrastruktur (Persero) 
(SMI, BBB/AAA(idn)/Stable), a 100% state-
owned entity. 
Fitch has assigned a GRE score of 45 based on 

the attributes assessed under our GRE Rating 
Criteria, leading to equalisation of IIF's rating 
with the Indonesian sovereign (BBB/Stable/F2) 
irrespective of the level of IIF's standalone 
profile. The agency believes the government has 
a very strong incentive to provide extraordinary 

support to IIF. Fitch has not assigned any 
standalone credit profile to IIF since it is difficult 
to detach the entity from the government 

framework in which it operates. 
KEY RATING DRIVERS 
'Strong' Status, Ownership, Control: IIF is 
indirectly owned by the Indonesian 
government and high-profile multilateral 

sponsors, including the Asian Development 
Bank (ADB, AAA/Stable), the World Bank 
Group's International Finance Corporation 
(IFC) and KfW's wholly owned unit Deutsche 
Investitions-und Entwicklungsgesellschaft 

(DEG). Government oversight of IIF is 
undertaken through SMI, which approves IIF's 
annual budget, long-term plans and board 
remuneration and composition at general 

shareholder meetings. 

'Very Strong' Support Record and Expectations: 
The Indonesian government and the public-
sector sponsors have shown strong willingness 
to provide extraordinary support for IIF. The 
majority of funding for IIF's operations comes 
from its shareholders through paid-up capital 

and loans, including subordinated loans from the 
ADB and World Bank that were provided to the 
government, distributed to SMI and then lent to 
IIF. These subordinated loans were provided in 
2011 and 2017 and totalled USD400 million 
(290% from current IIF equity). We believe that 
these subordinated loans demonstrate continued 

government support for IIF. 
Furthermore, IIF has also received loans from its 

public-sector sponsors. In addition, there is a 
minimum regulatory capital requirement. This 
obliges shareholders to top up the capital when 
it falls below the balance. Therefore, Fitch 

believes that the government and the public-
sector sponsors have shown very strong support 
for IIF's operations. 
'Strong' Socio-Political Impact of Default: IIF is 
owned 85% by the Indonesian government and 
public-sector sponsors (ADB, World Bank and 
DEG). Fitch believes that a default by IIF would 

have strong political implications for the 
government, which may affect multilateral 
institutions' confidence in projects in the 

country, particularly infrastructure projects. 
Fitch assesses the social impact of a default by 
IIF to be limited because IIF's objective is to 
finance commercially viable infrastructure 

projects, whereas SMI may be called upon by 
the government to assist in non-profitable social 

infrastructure projects. Nevertheless, 

infrastructure is a key sector to support 

Indonesia's economic growth in light of a large 
shortfall in infrastructure and the government is 
encouraging private participation in the sector. 
'Very Strong' Financial Implications of Default: 
Fitch considers that IIF is strategically important 
to the government as it assists the private 

sector in participating in infrastructure projects, 
including the development of public-private 
partnerships. IIF and SMI have similar roles in 
the development of Indonesia's infrastructure. 
However, Fitch believes that IIF has a distinctive 
function as the government's proxy-funding 

vehicle to access offshore public funding through 
partnerships with multilateral institutions. A 
default by IIF could have significant implications 

for the state's credibility and funding availability 
for other state-level GREs. 
RATING SENSITIVITIES 
Changed Ownership, Weakened Links: Any 

deterioration in IIF's legal status, which would 
be evident in the dilution of public-sector 
ownership to less than 75%, or reduction in the 
MoF's indirect influence on the entity may trigger 
a rating downgrade. 
Incentives to provide support: A change in 
Fitch's assessment of IIF's strategic 

infrastructure investment role in the public 
sector to 'Moderate' from 'Strong' could also 
trigger a negative rating action. 
The rating is at the highest level of the National 

Ratings scale and no upside is possible. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 6796 
7234, Email: leslie.tan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Jordan 

Jordan PM says economy 

strengthening, on track with growth  

27-Feb-2019  
• Jordan seeks cheaper financing to 
ease debt burdens 
• Razzaz says economy's fundamentals 
improving 
• Exports rise as conflict subsides in 
Syria and Iraq  

By Suleiman Al-Khalidi 

AMMAN, Feb 26 (Reuters) - Jordan's Prime 

Minister Omar al Razzaz said his country's 
economy has begun to strengthen less than a 
year after embarking on tough fiscal reforms 
needed to bring down debt crucial to spur 
growth hit by conflict in the region. 

Ahead of a major London donors conference on 
Thursday, Razzaz told Reuters on Tuesday the 
kingdom would be presenting its policy steps 

and commitment in proceeding with IMF-backed 
fiscal and structural reforms crucial to 
rejuvenate the economy. 
King Abdullah appointed Razzaz last June to 
defuse the biggest protests in years over tax 
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hikes pushed by the International Monetary 

Fund (IMF) to reduce Jordan's large public debt. 

Razzaz, whose task was to revive confidence, 
succeeded in prodding parliament last November 
to pass a new tax law, a main plank of austerity 
measures to ease a fiscal crunch and spur 
stagnant growth hovering at around 2 percent in 
recent years. 

Razzaz said the widened tax base alongside cuts 
in public expenditure had raised state revenues 
and reduced strains on state finances struggling 
to curb a public debt of around $40 billion. 
"The fundamentals of the economy are all 
starting to look better, the macro-economic and 

fiscal indicators are better," said Razzaz, who 
will be leading his country's delegation to the 
London conference.  
A recent IMF statement this month at the end 
of its last mission to review a three-year 
program to support Jordan's economic and 
financial reforms said the country's economic 
outlook showed "renewed momentum despite 
persistent challenges". 

Jordan has navigated years of instability at its 

borders, including wars in Iraq and Syria and 
conflict in the Israeli-occupied West Bank. 
But the instability has hit the economy of a 
country that is poor in resources and hosts close 
to over one million Syrian refugees. 
Unemployment among Jordanians stands at 18.4 

percent, according to Jordan’s department of 
statistics. 
The country's fiscal consolidation plan aims to 
reduce public debt to 77 percent of gross 
domestic product by 2021 from 95 percent 
now. 

"The bitter medicine that we needed to take we 
have done. Jordan has done everything it can on 
the fiscal front to allow for growth to happen," 

Razzaz said, adding that the onus was now on 
the international donor community to push the 
country to "realise sustainable growth". 
Razzaz said Jordan had for a while been 
negotiating with major donors and the World 
Bank for new concessionary loans, grants and 

guarantees that repay maturing debt to reduce 
high debt servicing that weighed heavily on its 

$13 billion budget. 
"These together make Jordan's debt sustainable 
and we can bring it down further," Razzaz 
added. 
The IMF also called on the London conference to 

unlock much-needed budget grants and 
concessional financing to support Jordan's 
reforms and large financing needs, accentuated 
by accommodating the many Syrian refugees. 
The economy was set to recover steadily in 
the coming five years beyond a forecast 3 
percent growth this year, helped by a pickup 
in exports and the reopening of border 

crossings with its war-torn neighbors, Iraq 
and Syria. 

Credit agencies and analysts say the economy is 
underpinned by strong Western donor support 
and geopolitical factors that provide an economic 
and political cushion for the country. 
Razzaz said there were already signs that 

exports were rising as the kingdom regained 

markets lost during the years of conflict along its 

borders. 
"Even our export numbers are starting to show 
now, month after month, a move up, especially 
with Iraq," Razzaz said. 
The country's macro-economic fundamentals 
and political stability had allowed it to escape 

relatively unscathed from the turmoil that 
spread across the region in recent years. 
"Jordan has proved how resilient it is in 
withstanding external shocks, surviving and 
turning them into opportunity while hosting 
refugees and doing it right," Razzaz said. 

 
(Reporting by Suleiman Al-Khalidi 
Editing by James Dalgleish) 
(( suleiman.al-khalidi@thomsonreuters.com ; +962-
79-552-1407; Reuters Messaging: suleiman.al-
khalidi.reuters.com@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

France to provide 1 bln euros in loans, 

grants to Jordan   

28-Feb-2019  
LONDON, Feb 28 (Reuters) - France is to 

provide 1 billion euros to Jordan in the form of 
loans and grants over the next four years, 
Agnes Pannier-Runacher, a junior minister in 
France's economy and finance ministry, said 
on Thursday. 

She was speaking at a conference in London 

aimed at boosting investment in Jordan. 
 
(Reporting By Tom Arnold; editing by John 
Stonestreet) 
(( Tom.Arnold@thomsonreuters.com ; Reuters 
Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kazakhstan 

Kazakh leader orders $3.6 bln pre-

election oil fund drawdown  

27-Feb-2019  
ASTANA, Feb 27 (Reuters) - Kazakh President 

Nursultan Nazarbayev ordered his 

government on Wednesday to tap the 
country's rainy-day fund for $3.6 billion in 
order to boost public sector salaries and social 
aid payouts and develop housing and 
infrastructure. 

Nazarbayev, who has run the oil-rich Central 
Asian nation since 1989, might seek re-election 
in a vote scheduled next year and the additional 
spending is likely to boost his already strong 

popularity. 
He spoke in the Kazakh capital, Astana, at a 

congress of his Nur Otan party, which is also 
preparing for a parliamentary election in 2020. 
Small groups of opponents staged protests 
outside the party buildings as he spoke, and 
were quickly detained by police. 
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Nazarbayev ordered lowest-bracket public sector 

salaries raised by a quarter, and told the 

government to allocate about $790 million to 
social assistance for low-income families. 
He also ordered additional spending on 
affordable housing, and healthcare and 
infrastructure development. 
The 78-year-old leader, who routinely wins 

elections with more than 90 percent of the vote, 
said some of the extra spending would be 
financed by regular revenue reallocated from 
other items. 
But the state will also tap its $58 billion national 
fund replenished by revenue from oil and metals 

exports for 1.35 trillion tenge (about $3.6 
billion), Nazarbayev said. 
As the former steelworker and Communist 

apparatchik spoke in Astana a few dozen 
protesters gathered outside the Nur Otan office 
in Almaty. 
Police quickly broke up the protest which was 

organised by supporters of Mukhtar Ablyazov, a 
fugitive former banker and politician who now 
lives in France and routinely attacks Nazarbayev 
via social media. 
A Reuters reporter on the scene saw police 
detain at least 20 people. 
 
(Reporting by Tamara Vaal; additional reporting by 
Pavel Mikheyev in Almaty; writing by Olzhas Auyezov; 
editing by Jacqueline Wong and Jason Neely) 
(( olzhas.auyezov@thomsonreuters.com ; +7 727 
2508 500; Reuters Messaging: 
olzhas.auyezov.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Pakistan 

Pakistan's dollar-bonds weaken on 

India tensions  

27-Feb-2019  
LONDON, Feb 27 (Reuters) - Pakistan's dollar-

denominated sovereign bonds fell on 
Wednesday after Pakistan said it shot down 
two Indian jets, escalating conflict between 

the two nuclear-armed neighbours. 

Bonds maturing in 2027 and 2036 dropped, with 
the 2036 issue down 2.4 cents according to 
Tradeweb data.  
 
(Reporting By Tom Arnold; editing by Marc Jones) 
(( Tom.Arnold@thomsonreuters.com ; +44 (0) 207 
542 8510; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sri Lanka 

Sri Lanka asks IMF for 1-yr loan 

extension, relax tight spending targets  

26-Feb-2019  
By Shihar Aneez 
COLOMBO, Feb 26 (Reuters) - Sri Lanka has 

asked the International Monetary Fund (IMF) 
to extend a $1.5 billion loan by another year 

and relax its tight spending targets ahead of 
key elections, two government sources close 
to the negotiations told Reuters on Tuesday.  

The loan is crucial for Sri Lanka, which plans to 
sell up to $3 billion of bonds as early as next 
week and needs the IMF programme to continue 
to ensure more attractive borrowing terms. 
The global lender delayed discussions on the 

sixth tranche of a three-year loan in November 
after a political crisis that has led to a slump in 
economic growth on the island.  
At the time, the IMF said it had suspended the 
programme until it had more clarity on the 
political situation, after President Maithripala 
Sirisena abruptly sacked his prime minister in a 

move that was later ruled unconstitutional.  
The government has requested the IMF push 
back its deficit target of 3.5 percent of gross 
domestic product (GDP) agreed under the 
loan programme to 2021 from 2020, a senior 
government official familiar with the 
discussions told Reuters.  

"The discussions were focused on budget deficit 
and expenditure numbers," the source said. 

"We will not deviate from the fiscal consolidation 
path. But expenditure cannot be drastically 
curtailed this year, given it is an election year. 
We hope there could be a compromise."  
A second official said Colombo had told the 
lender that an IMF-backed revenue act, which 

was a condition for granting the loan, also needs 
amendments.  
Officials from the IMF were not immediately 
available for comment. The talks will end on 
Thursday. 
The IMF has disbursed over $1 billion of the 
$1.5 billion loan agreed in 2016. It was 
designed to avert a financial crisis and 

support the economic reform agenda of 
President Maithripala Sirisena's coalition 
government. 

Sri Lanka is due to hold a presidential election 
this year and parliamentary polls in 2020.  
Junior Finance Minister Eran Wickremeratne told 
Reuters that the government will move ahead 

with a plan to sell sovereign bonds after the IMF 

discussions conclude. 
Sri Lanka is struggling to repay its foreign loans, 
with a record $5.9 billion due this year, including 
$2.6 billion in the first three months. It used its 
reserves to repay a $1 billion sovereign bond 
loan in January.  
The South Asian island nation failed to finalise 

financing it had planned in the first quarter, 
including a $300 million loan from Bank of China 
and a $400 million swap from Reserve Bank of 
India.  
Sirisena's abrupt change of prime minister and 
decision to dissolve parliament created panic 
and uncertainty among investors, who dumped 

Sri Lankan government bonds and other assets, 
sending the rupee currency to record lows. 
The move was later ruled unconstitutional and 
Ranil Wickremesinghe was reinstated as prime 
minister after 51 days. 
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(Reporting by Shihar Aneez, Editing by Alasdair Pal & 
Kim Coghill) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Sri Lanka shares fall for 8th session 

ahead of budget  

27-Feb-2019  
COLOMBO, Feb 27 (Reuters) - ** Sri Lankan 

shares fell for an eighth straight session on 
Wednesday and the rupee closed weaker, with 
investors waiting for directions from next 
week's budget and the outcome of talks 
between government authorities and the IMF, 
market sources said. 

** Sri Lanka has asked the IMF to extend a $1.5 

billion loan by another year and relax its tight 
spending targets ahead of key elections, two 
government sources close to the negotiations 
told Reuters on Tuesday.)  
** The rupee ended at 179.85/95 per dollar, 
compared with Tuesday's close of 179.80/90. 
** Finance Minister Mangala Samaraweera will 

present the 2019 budget on March 5.  
** Traders and investors are waiting to see how 
the market would react to the central bank's 
surprise announcement on Friday of reducing 

commercial banks' statutory reserve ratio (SRR) 
by 100 basis points after the effective date 
March 1, the sources said.  

** The central bank reduced the SRR to increase 
liquidity and spur credit growth as policymakers 
struggle to boost a faltering economic growth 
following a political crisis and a recent rate 
increase. 
** Foreign investors exited from government 

securities for the first time in five weeks in the 
week ended Feb. 20, with net sales of 1.5 billion 
rupees, the central bank's latest data showed.  
** The rupee has climbed 1.5 percent so far this 
year as exporters converted dollars and foreign 
investors purchased government securities amid 

stabilising investor confidence after the country 

repaid a $1 billion sovereign bond in mid-
January.  
** Worries over heavy debt repayment after the 
51-day political crisis that resulted in a series of 
credit rating downgrades dented investor 
sentiment as the country struggled to repay its 
foreign loans.  

** The rupee dropped 16 percent in 2018, and 
was one of the worst-performing currencies in 
Asia due to heavy foreign outflows.  
** The Colombo Stock Exchange index closed 
lower for an eighth straight session on 
Wednesday, shedding 0.38 percent to 5,799.98 

- its lowest close since Oct. 25. 
** The benchmark index dropped 1.2 percent 
last week, recording its third straight weekly fall. 
It declined about 1 percent in January. 
** Turnover was 300.3 million rupees ($1.67 
million), well below last year's daily average of 

834 million rupees.  

  
($1 = 179.7000 Sri Lankan rupees) 
(Reporting by Ranga Sirilal and Shihar Aneez; Editing 
by Subhranshu Sahu) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2019.  
 
 

IMF agrees to extend Sri Lanka's $1.5 

bln loan facility by one year  

01-Mar-2019  
• IMF sees 2019 growth at 3.5 pct, up 
from 3 pct last year  
• IMF says loan agreement allows gov't 
to complete economic reform programme 
• Analysts say extension might allow 
govt to boost spending before elections 

By Shihar Aneez 

COLOMBO, March 1 (Reuters) - The 

International Monetary Fund (IMF) on Friday 
said it has reached an agreement with Sri 
Lanka to extend a $1.5 billion loan facility for 
an extra year, a move some analysts say could 
allow the government to boost spending 
ahead of key elections. 

The global lender also concluded its fifth review 
to ensure the terms of its lending facility are 
being met, allowing it to disburse the sixth 

tranche of the loan.  

Reuters had earlier exclusively reported the IMF 
agreement on extending the loan programme 
and sixth tranche. 
The loan programme, known as the Extended 
Fund Facility (EFF), now stretches to four years, 

from the originally agreed three in mid-2016. 
Manuela Goretti, the head of visiting IMF staff 
team, in a statement said the team welcomes 
the authorities’ efforts to bring their economic 
reform program back on track following the 
political turmoil of late 2018.  
"The team reached understandings.... on the 

fifth review and their request to extend the EFF 
arrangement for an additional year with the 

remaining disbursements being evenly spread 
over this period to allow more time for the 
completion of the economic reform agenda," 
Goretti said in a statement. 
The IMF has already disbursed over $1 billion of 

the $1.5 billion loan.  
The global lender also said the island nation's 
economic growth is expected to improve to 
about 3.5 percent this year, speeding from 3 
percent last year and urged the central bank 
to be ready to tighten monetary policy if 
inflationary pressures re-emerge. 

The loan is crucial for Sri Lanka, which plans to 
sell up to $3 billion of bonds as early as next 

week and needs the IMF programme to continue 

to ensure more attractive borrowing terms. 
"This is very positive when the government goes 
for the sovereign bond," said Dimantha Mathew, 
head of research at broker First Capital Holdings. 
"Extended time for targets considering election 
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year also gives space for government to face the 

elections. With this, investors would be very 

comfortable coming to Sri Lanka. Markets will 
also take this as a positive sign." 
Sri Lanka is set to hold presidential elections 
later this year, followed by parliamentary polls in 
2020. 
The IMF in November said it had delayed the 

programme until it had more clarity on the 
political situation, after President Maithripala 
Sirisena abruptly sacked his prime minister Ranil 
Wickremesinghe in a move that was later ruled 
unconstitutional. Wickremesinghe was later 
reinstated. 

Sri Lanka is struggling to repay its foreign loans, 
with a record $5.9 billion due this year, including 
$2.6 billion in the first three months. It used its 

reserves to repay a $1 billion sovereign bond 
loan in January. 
It was designed to avert a financial crisis and 
support the economic reform agenda of the 

Sirisena-led coalition government of the Sri 
Lanka Freedom Party (SLFP) and 
Wickremesinghe's centre-right United National 
Party (UNP).  
 
(Reporting by Shihar Aneez and Ranga Sirilal 
Editing by Shri Navaratnam) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uzbekistan 

Fitch Ratings: Policy Coordination Key to 
Uzbekistan Macro Stability Progress  

26-Feb-2019  

Fitch Ratings-London-February 26: Better 

coordination between monetary policy goals 
and the financing of state projects and 
programmes are key to Uzbekistan (BB-
/Stable) achieving sustainable progress in 
macroeconomic stability, Fitch Ratings says. 

A robust external balance sheet, stemming from 
the accumulation of international reserves and 
historically limited use of foreign financing, and 

low government debt provide headroom for the 
authorities' ambitious plans to open and 
liberalise Uzbekistan's economy, in our view. At 
41% of GDP (Fitch's end-2018 estimate), net 
sovereign foreign assets are one of the highest 
among non-investment-grade Fitch-rated 
sovereigns. Uzbekistan Fund for Reconstruction 

and Development (UFRD) cash holdings 
accounted for 42% of international reserves in 
2018. 
The removal in September 2017 of foreign-
exchange controls reduced macroeconomic 
distortions and improved the economy's 
ability to absorb shocks without eating into 

external buffers. We expect the authorities to 

maintain exchange-rate flexibility, with 
monetary policy focused on the main 

macroeconomic challenge of reducing inflation, 

which averaged 17.6% in 2018, partly due to 

soum devaluation after FX liberalisation, as well 
as the removal of price controls. 
The monetary policy framework continues to 
develop. The Central Bank of Uzbekistan is 
improving its economic forecasting 
instruments and liquidity management tools, 
and inflation-targeting is due to be formally 
introduced by 2021. 

But reducing inflation will also depend on 
effective policy coordination by the authorities. 
Budgetary policy is relatively conservative, but 
rapid, directed credit growth and off-budget 
investment spending through the UFRD have 
created domestic demand pressures. Combined 
with high dollarisation and shallow capital 

markets, the large role of the public sector in 
credit provision constrains the effectiveness of 
monetary policy. 
An important part of our ongoing sovereign 
rating assessment will focus on how far policy 
coordination improves, bringing the rate of 
inflation down and supporting macroeconomic 

stability, and progress in broader structural 
reforms designed to reduce the state's role in 
the economy and improve the quality of 
institutions. We forecast average inflation to 
decline gradually to an average of 14.9% in 
2019 and 14.0% in 2020. 

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

EUROPE 

 

Bulgaria 

Bulgaria expects budget surplus at 1.3 

percent of GDP in February  

28-Feb-2019  
SOFIA, Feb 28 (Reuters) - Bulgaria expects to 

post a fiscal surplus of 1.3 percent of gross 
domestic product at the end of February, the 
finance ministry said on Thursday. 
The ministry said the Balkan country recorded a 
surplus of 0.9 percent of GDP at the end of 

January slightly more than a surplus of 0.7 
percent in January 2018, mainly due to better 
tax collection. 
Bulgaria plans to run a small deficit of 0.5 
percent of economic output this year, and has 
earmarked funds for public wages and small 
municipalities in an effort to please voters 
ahead of EU elections in May and local 
elections in the autumn. 

Government estimates see the small, open 

economy expanding by 3.7 percent this year 
compared to 3.6 percent in 2018, while average 
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annual inflation is expected to increase to 3.0 

percent. 

Government revenues in January were 3.7 
billion levs ($2.15 billion) -- some 8.5 percent of 
annual estimates. Spending in the first month of 
the year rose to 2.71 billion levs from 2.54 
billion a year ago, data showed. 
Fiscal reserves held under the currency regime 

pegging the lev to the euro stood at 10.5 billion 
levs at the end of January.  
 
($1 = 1.7189 leva) 
(Reporting by Angel Krasimirov; Editing by Catherine 
Evans) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia to offer 1.0 bln HRK in T-bills 

next week  

28-Feb-2019  

ZAGREB, Feb 28 (Reuters) - Croatia's Finance 

Ministry said on Thursday it would offer 1.0 
billion kuna ($153.50 million) in one-year 
treasury bills at an auction on March 5. 

At this week's auction, when the ministry also 
offered 1.0 billion kuna worth of one-year bills, 
the sale strongly beat its target and yielded 0.09 

percent. 

The Croatian finance ministry sometimes also 
offers three-month and six-month bills as well as 
those denominated in euros. 
The benchmark overnight rate on the local 
money market was quoted at 0.30 percent on 
Thursday and the one-year rate at 0.52 percent. 
Daily market rates change at 1000 GMT. ($1 = 

6.5147 kuna) 
 
(Reporting by Igor Ilic 
Editing by Peter Graff) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hungary 

Hungary keeps rates unchanged, as 

expected  

26-Feb-2019  
BUDAPEST, Feb 26 (Reuters) - The National 

Bank of Hungary left its main interest rates 
unchanged at record lows on Tuesday, as 
expected, moving a step closer to a key 
meeting next month where it may give the 
first signals of how it plans to start 
normalising monetary policy. 

The bank kept its base rate at 0.9 percent and 
the overnight deposit rate at -0.15 percent, both 
in line with analyst forecasts in a Reuters poll. 
At 1301 GMT, the forint traded at 317.04 versus 

the euro, unchanged from levels just before the 

announcement. 

 
(Reporting by Gergely Szakacs and Sandor Peto) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3605 ; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Hungary aims to double retail stock of 

government debt  

27-Feb-2019  
BUDAPEST, Feb 27 (Reuters) - Hungary's 

government aims to double the stock of 
government debt held by retail investors in 
the coming years from the current 7.5 trillion 
forints ($27 billion), Finance Minister Mihaly 
Varga told a business conference on 
Wednesday. 

Varga said the government would unveil new 

measures in the first half of the year to boost 
retail demand for government debt securities. 
Central bank Governor Gyorgy Matolcsy told the 
same conference that in the long run, Hungary 
should aim for all government debt to be held by 
domestic investors. 

 
($1 = 277.6900 forints) 
(Reporting by Gergely Szakacs and Marton Dunai) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3605; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Hungary's debt should be held by 

domestic investors  

27-Feb-2019 
 BUDAPEST, Feb 27 (Reuters)  
- Hungary's government supports a proposal 
by central bank Governor Gyorgy Matolcsy, 
that in the longer term, all state debt should 
be held by domestic investors, Prime Minister 
Viktor Orban told a business conference on 
Wednesday.) 

"Finances must be in order," Orban said. "That 

means we must keep the budget deficit below 3 
percent (of GDP), and keep state debt on a 
downward path," Orban said. 
"In the end all Hungarian state debt must be in 
Hungarian hands, I agree with that. Moreover, in 
terms of state debt I think we should ultimately 

become lenders, because it is always better to 
lend than to borrow. Let us not give up that 
goal." 
 
(Reporting by Gergely Szakacs and Marton Dunai) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3605; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019. 
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Poland 

Poland's state budget surplus 6.6 bln 

zlotys at end of January  

28-Feb-2019  
WARSAW, Feb 28 (Reuters) - Poland had a 

state budget surplus of 6.6 billion zlotys 
($1.74 billion) at the end of January, the 
country's ministry of finance said on 
Thursday. 
The state budget's income as of the end of 
January was 38.7 billion zlotys, while 

expenditure stood at 32.1 billion zlotys, the 
ministry said. 
Poland's state budget deficit came to 10.4 billion 

zlotys in 2018. 
 
($1 = 3.7841 zlotys) 
(Reporting by Alan Charlish) 
(( alan.charlish@thomsonreuters.com ; +48 22 653 
9723; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romania records 0.1 pct/GDP budget 

surplus in Jan  

26-Feb-2019  

BUCHAREST, Feb 26 (Reuters) - Romania 

recorded a consolidated budget surplus of 0.1 
percent of gross domestic product at the end 
of January, the finance ministry said on 
Tuesday. 

It said budget revenues were 25.8 billion lei 
($6.16 billion), representing 2.5 percent of GDP 

at the end of January and spending was 25.1 
billion. 
The budget shortfall widened to 2.9 percent of 
GDP last year. The government targets a fiscal 
deficit of 2.8 percent against an originally 
planned 2.6 percent this year. 
The budget is predicated on an economic growth 

estimate of 5.5 percent, which economists say is 
overly optimistic.  
 
($1 = 4.1857 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
0313; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania aims to sell 2.47 bln lei debt 

in March  

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

finance ministry plans to sell 2.47 billion lei 
($592.57 million) of debt including 270 
million lei at non-competitive rounds of 

tenders in March against 2.22 billion it sold 
this month, it said on Thursday. 

The ministry said it has scheduled six bond 

tenders, with residual maturities ranging from 

2.7 to 12.5 years, as well as one auction for 400 

million lei worth of 364-day treasury bills. 
So far this year, Romania sold about 3.8 billion 
lei of domestic bills and bonds, as well as 83.5 
million euros. 
 
($1 = 4.1683 lei) 
(Reporting by Radu Marinas) 

(( radu.marinas@thomsonreuters.com ; +40 21 527 
0313; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russian Eurobonds grind to halt on 

Tuesday as situation in global markets 

deteriorates  

26-Feb-2019  
MOSCOW. Feb 26 (Interfax) - Prices for most 

Russian Eurobonds stopped making gains on 
Tuesday amid an emerging deterioration in 

the global capital market situation, reducing 
investor appetite for risk, while US Treasuries 
were up somewhat, resulting in a slight 
widening of the spread between the two 
benchmark issues. 

Russia's benchmark 2030 bonds were down 1 
basis point from previous closing by 6:15 p.m. 

Moscow time at 111.02% with yield at 3.69% 
per annum, unchanged from previous closing. 

Three-year US Treasuries were up 3.5 bps from 
previous closing at 98.84%, with yield down 1.5 
bp at 2.445%. Spread between Russia-30 and 
UST3 widened 1.5 bps to 124.5 bps. 
Russia's 2043 bond was down 13 bps at 
111.13% yielding 5.08%, up 1 bp; the 2042 
bond was down 17 bps at 107.66%, yielding 

5.06%, up 1 bps; the 2026 bond was up 6 bps 
at 101.68% with yield down 1 bps to 4.475%; 
and the 2023 bond rose 11 bps in price to 
103.63% yielding 3.995%, down 2.5 bp. 
The new 2047 bond was down 13 bps to 99.13% 
with yield up 1 bps to 5.31%; and the new 10-

year bond maturing in 2027 was down 11 bps at 
97.81%, with yield up 2 bps at 4.57%. 
 
Ng aa 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
 
 

Slovakia 

Slovak December current account 

shows 443 million euros deficit  

26-Feb-2019  

BRATISLAVA, Feb 26 (Reuters) - Slovakia's 

current account showed a deficit of 443 
million euros ($503.12 million) in December 
after a revised deficit of 401 million euros in 
November, the central bank said on Tuesday. 
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The November figure was revised from an 

originally reported deficit of 416 million euros. 

 
($1 = 0.8805 euros) 
(Reporting by Mirka Krufova 
Editing by Michael Kahn) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 476) (Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey issues gold-linked bonds and 

sukuks  

25-Feb-2019  
ISTANBUL, Feb 25 (Reuters) - Turkey has 

issued gold-backed sukuks worth 24.294 
tonnes of gold, as well as gold-backed bonds 
worth 1.883 tonnes of gold, the treasury said 
on Monday. 
The bonds and sukuks have a 6-month rate of 1 
percent, it said. 
 
(Reporting by Ali Kucukgocmen 
Editing by Dominic Evans) 
(( ali.kucukgocmen@thomsonreuters.com , 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkey to offer SMEs a second 25 

billion-lira loan package  

01-Mar-2019  
ISTANBUL, March 1 (Reuters) - Turkey will 

offer small- and medium-size enterprises a 
second loan package totalling 25 billion lira 
($4.67 billion), the finance minister said on 
Friday, as the government tries to boost 
flagging economic activity. 

Seventeen banks are participating in the 
package, Berat Albayrak said, adding that 20 
billion lira of the package would be backed by 

the treasury. 

The loans will have a maturity of 36 months and 
allow six months without principle repayments, 
the Turkish Banking Association said. The 
monthly interest rate will be 1.54 percent and 
the annual rate 18.48 percent, the association 
said. The loans will be available from next week, 

it said. 
Turkey rolled out a similar package in 
January, with 13 banks participating. The 
banking association said on Friday that 
package provided 25 billion lira to SMEs. 

The government hopes to reinvigorate the 
economy after a currency crisis last year slowed 
its growth to 1.6 percent in the third quarter and 

pushed annual inflation above 20 percent. 

The lira lost nearly 30 percent last year amid 
concern over the central bank's independence as 
President Tayyip Erdogan pushed it to cut 
borrowing costs.  

The crisis also raised worries over the state of 

the country's banks, which saw an increase in 

non-performing loan ratios and a slowdown in 
loan growth. 
Moody's said recent measures by Turkey to 
increase loan growth at state banks threaten the 
credit of the banks.  
 
($1 = 5.3570 liras) 
(Reporting by Nevzat Devranoglu, writing by Ali 
Kucukgocmen; editing by Daren Butler, Larry King) 
(( ali.kucukgocmen@thomsonreuters.com , 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina issues bonds totaling $1.125 

bln  

25-Feb-2019  

SANTIAGO, Feb 25 (Reuters) - Argentina has 

issued three different bonds for a total of 
43.959 billion pesos ($1.125 bln dollars), the 
Ministry of Finance said on Monday. 

The government issued 35.000 billion pesos in 
71-day Lecap notes, 3.787 billion pesos in 365-
day Lecap notes and 5.172 billion pesos in 183-
day inflation-adjustable Lecer notes.  

The Treasury reported that it received 2,207 
purchase orders and that offers totaled 46.392 
billion pesos. 
 
(Reporting by Aislinn Laing; Editing by Dan Grebler) 
(( Aislinn.Laing@thomsonreuters.com ; +56 
223704250; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil current account gap widens, 

foreign investment inflows slow  

25-Feb-2019  

By Jamie McGeever 
BRASILIA, Feb 25 (Reuters) - Brazil's current 

account deficit widened slightly and foreign 
investment slowed sharply in January 
compared with the same month a year earlier, 
central bank figures showed on Monday, as 
the economy got the Bolsonaro era off to a 
cautious start. 

Figures later this week are expected to confirm 

that Brazil's economy slowed sharply in the 
fourth quarter of last year, and that sluggish 
activity is unlikely to have reversed much, if at 
all, in the early part of this year. 
Last month's $6.55 billion current account gap 
was the widest January deficit for four years, 
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slightly wider than the $6.35 billion shortfall 

predicted in a Reuters poll of economists and the 

widest for any month since February 2015. 
A shrinking trade surplus was the main driver. 
Imports of goods rose 16.2 percent to $16.9 
billion in January while exports rose only 9.4 
percent to $18.5 billion, narrowing the goods 
trade surplus to $1.6 billion. 
It was Brazil's third monthly current account 
deficit in a row. But for the 12 months to 
January, the gap held relatively steady at 0.78 
percent of gross domestic product (GDP), the 
central bank said. 

In order to secure long-lasting improvement in 
its external accounts, Brazil must shore up its 
public finances at home, economists say. 
"A deep fiscal adjustment that would elevate 

public sector savings is needed to facilitate a 
permanent structural current account 
adjustment," Alberto Ramos at Goldman Sachs 
said on Monday. 
Bolsonaro presented his pension reform 
proposals to Congress last week. They aim to 

save over 1 trillion reais ($300 billion) over the 
next ten years, but could face stiff resistance 
from lawmakers. 
Net foreign direct investment (FDI) into Brazil 
totaled $5.9 billion in January, the lowest since 
July last year and sharply down from $8.4 billion 
a year ago. It also marked the biggest month-

on-month fall since April last year. 
FDI inflows have slowed for three months in a 

row, a run not seen since May-July 2016, 
Reuters figures show. Over the 12 months to 
January, FDI flows totaled $85.8 billion, or 4.55 
percent of GDP, the central bank said. 
Portfolio inflows into Brazilian securities totaled 

$6.7 billion in January, rebounding strongly from 
the previous month but still down from $10.1 
billion in January last year, the central bank 
said.  
 
(Reporting by Jamie McGeever 
Editing by Phil Berlowitz) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  

 
 

Brazil posts 46.9 bln reais primary 

budget surplus in January, more than 

forecast  

28-Feb-2019  
BRASILIA, Feb 28 (Reuters) - The Brazilian 

government posted a fiscal surplus of 46.9 
billion reais ($12.5 billion) in January, the 
central bank said on Thursday, more than the 
34.3 billion reais economists had expected. 
For the 12 months to January the primary 
deficit, comprising the central government, 

regional governments and state-owned 
enterprises before interest payments are 
factored in, was equal to 1.57 percent of gross 
domestic product, the central bank said. 
 
($1 = 3.7450 reais)  

(Reporting by Marcela Ayres, writing by Jamie 
McGeever 
Editing by Chizu Nomiyama) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 

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

Mexico 

Spending vows create 'trilemma' for 

Mexico credit rating  

26-Feb-2019  
By Stefanie Eschenbacher 
MEXICO CITY, Feb 26 (Reuters) - The Mexican 

government faces tough choices if it wants to 
honor promises to ramp up social spending 
and rescue state oil firm Petróleos Mexicanos, 
or Pemex, while preserving its credit rating, 

rating agency Moody's said on Tuesday. 

Markets have been paying close attention to 
Mexico's credit profile since Fitch downgraded 
cash-strapped Pemex last month, sparking 
concerns that further rating reductions could 
raise the country's borrowing costs. 
Reviewing the outlook for Mexico, Moody's said 

it expected the government to maintain fiscal 
responsibility, but warned that heavily indebted 
Pemex could require more government support 
by next year if market conditions do not 

improve. 
"The authorities face a complicated balancing 
act as they attempt to reach three potentially 
conflicting policy objectives at the same 

time," Moody's said in its report. 

Calling the situation a "trilemma" for the 
government, Jaime Reusche, Moody's senior 
analyst on Mexico, told a news conference he did 
not expect the country to lose its investment 
grade rating, but warned that Pemex was 
hurting it. 

"Pemex's rating could suffer, but for now there's 
more pressure on the sovereign because of the 
support it's giving Pemex," Reusche said. 
Moody's rates Mexico A3, with a stable outlook. 
The government in December presented a 
budget for 2019 that helped to soothe 
concerns among investors rattled by decisions 
made in the five-month transition to leftist 
President Andres Manuel Lopez Obrador's 

inauguration on Dec. 1. 

Mexican markets dived in late October when 
Lopez Obrador canceled a $13 billion new Mexico 
City airport, and Moody's said his "highly 
discretionary decision-making process on future 
economic policies are weighing on business 
sentiment." 

The ratings agency said it believed the budget 
"does not fully capture the breadth of this 
administration's plans when it comes to public 

investment," pointing to government support for 
Pemex and Lopez Obrador's social programs. 
As a result, Moody's said, higher fiscal costs 
could become more evident in 2020-21, 
turning up pressure on the administration's 

pledge to maintain sound finances. 
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Lopez Obrador has vowed to give priority to 

helping the poor, and on taking office he quickly 

promised to implement a range of measures to 
reduce inequality, including higher old-age 
pensions and welfare payments to unemployed 
young people. 
"There are clear tensions between government 
objectives to promote socially-inclusive growth 

and achieve a more even distribution of wealth, 
and others aimed at preserving fiscal 
responsibility," Moody's said in the report. 
 
(Reporting by Stefanie Eschenbacher;  
editing by Dave Graham, Susan Thomas and Richard 
Chang) 
(( dave.graham@thomsonreuters.com ; +52-1-55-
5282-7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Kenya 

Republic of Kenya set to close 

refinancing  

26-Feb-2019  
The Republic of Kenya will close a refinancing 
of its US$1bn 2017 loan next week, banking 
sources said. 
Appetite for the loan was good and it could 
possibly be increased to over US$1bn, one of 
the bankers said. 

“The deal is effectively done, it has been well 
received,” he said. 
The original loan is divided between a US$766m 
two-year tranche paying 500bp over Libor and a 
US$234m three-year tranche paying 520bp. 
The facility was underwritten by Citigroup, Rand 
Merchant Bank, Standard Bank, and Standard 

Chartered Bank as bookrunners and initial 
mandated lead arrangers. 
ABSA Bank/Barclays, Credit Suisse and Mizuho 
Bank joined the financing ahead of general 
syndication as senior mandated lead arrangers. 

The final bank group includes institutions from 
Europe, the Middle East and Asia. 

The previous loan formed part of a wider 
financing raised by Kenya in 2017, which also 
included a US$250m two-year facility arranged 
by Trade Development Bank (TDB) and another 
US$500m facility led by TDB and Afreximbank. 
The latter facility comprised a US$200m 10-year 

loan from TDB and a US$300m five-year facility 
provided equally by Afreximbank and TDB. The 
loan was subsequently syndicated to 
development finance institutions. 
 
((Sandrine.bradley@thomsonreuters.com; +44 207 
542 0651; Reuters Messaging: 
Sandrine.bradley.com@reuters.net;)) 
(c) Copyright Thomson Reuters 2019 
 

 

Nigeria 

Nigeria bonds extend rally after 

Buhari's re-election, stocks falter  

28-Feb-2019  
By Chijioke Ohuocha 
LAGOS, Feb 28 (Reuters) - Nigerian bonds 

extended a six-month rally on Thursday amid 
hopes some of the country's current policies 
would be maintained after President 
Muhammadu Buhari won re-election, but 
stocks faltered. 

Buhari was re-elected on Wednesday, defeating 

businessman and former vice president Atiku 
Abubakar, who had been seen by markets as 

pro-business. Atiku rejected the result and 
vowed to challenge it in court. 
Bond yields, which move inversely to price, fell 
for a second session after the vote was 

announced. Nigeria's most liquid 10-year bond 
shed 40 basis points to 13.9 percent on 
Thursday as foreign funds came in, traders said. 
"We are seeing strong demand for bonds. 
Investors understand it's Buhari which signals 
continuity," said one trader at the local unit of 
a foreign bank. "As long as the global 
environment is stable, Nigeria stands to 
benefit." 

Bond buyers had been worried the elections 

would turn violent, not about who won, traders 

said. Buhari has favoured a strong and stable 
currency, which bondholders hope would 
continue. 
Stocks had risen early on Thursday after 
Nigeria's biggest listed company, Dangote 

Cement, announced better-than-expected 
dividends. The gains reversed as worries over 
slower growth set in. 
"Nobody is jumping into the (stock) market 
because Buhari has won," one equity trader 
said. 
Investors are waiting to see how quickly the 

president can set up his cabinet and appoint a 
new central bank governor before taking a 

positions on equities. 
Apart from Dangote Cement, which makes up a 
third of market value, only six other companies 
gained, out of more than 200 listed. Banking 
stocks fell more than 3.6 percent while 

consumer goods and oil shares both shed over 
1.5 percent. 
 
($1 = 306.35 naira) 
(Reporting by Chijioke Ohuocha, editing by Larry King) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Nigeria 1-year debt issue draws strong 

demand from foreign investors  

01-Mar-2019  
LAGOS, March 1 (Reuters) - An auction on 
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Thursday of one-year Nigerian treasury bills 
drew 1.2 trillion naira ($4 bln) of demand, 

more than 20 times the amount on offer, as 
foreign investors sought to lock in high yields, 
one trader at a foreign bank told Reuters. 

The central bank priced the offering at 14.3 
percent. The same maturity was sold at 15 
percent a week earlier. 
 
(Reporting by Chijioke Ohuocha; editing by John 
Stonestreet) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 

4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Zimbabwe 

Zimbabwe promises fiscal discipline as 

it launches new currency 

25-Feb-2019  
• Cash shortages hurting Zimbabwean 
economy 
• Devaluation, new RTGS dollar aim to 
address that 
• Finance minister promises responsible 
borrowing 
• Zimbabweans sceptical about 

government discipline 

By MacDonald Dzirutwe and Alexander Winning 
HARARE, Feb 25 (Reuters) - Zimbabwe's new 

currency will be backed up with fiscal 
discipline, Finance Minister Mthuli Ncube said 
on Monday, adding that the government 
would allow the RTGS dollar to fluctuate but 
would manage excessive volatility. 

Ncube spoke to Reuters as the central bank drip-
fed dollars to a handful of commercial banks to 

allocate to large businesses, part of efforts to 
ease a cash crunch that has starved the country 
of many basic goods. 
He said investors should not worry about the 
government ramping up issuance of Treasury 
bills, as it had done in the past. "That tap is 

closed for now," Ncube said. 
Economists and business executives worry 
that if Zimbabwe does not curtail its 
borrowing, it could fuel inflation and a black 
market for dollars, making a foreign currency 
interbank market the central bank launched 
last week redundant. 

Zimbabwe ditched a discredited 1:1 dollar peg 
for its dollar-surrogate bond notes and electronic 

dollars last week, merging them into a lower-
value transitional currency called the RTGS 
dollar. 
The central bank has been selling dollars to 
banks at a rate of one U.S. dollar to 2.5 RTGS, a 
level which bankers have criticised as too low 
but which Ncube said was appropriate for now, 

calling it an "initial trigger point".  

He declined to disclose where Zimbabwe got 
credit lines to launch the RTGS currency, or the 
size of those credit lines. 
"Actually we can't tell you how deep our pockets 
are or how shallow they are. If markets believe 

you have too much money they can bet by 

saying we are going to make money out of these 

guys," he said. 
Ncube added that the government was in talks 
with the International Monetary Fund over 
securing a staff-monitored programme and that 
the government had sufficient resources to meet 
civil servants' demands for salary increases. 

OVERDUE REFORM 
Ordinary Zimbabweans are not yet able to use 
the RTGS dollars in their bank accounts to buy 
dollars from banks, and the bond notes -- 
which many businesses are reluctant to 
accept -- are still in circulation. 

But big firms are happy that they have been 
promised greater access to foreign currency for 
critical imports. 

"The devaluation was long overdue. The 
economy has been in limbo and the RTGS can 
now play a role in boosting competitiveness," 
said Anthony Mandiwanza, chief executive of 
Zimbabwean food and dairy firm Dairibord.  
"What is critical is that the government lives 

within its means and narrows and eliminates the 
fiscal deficit." 
The last time Zimbabwe had its own currency, a 
decade ago, then-President Robert Mugabe's 
government turned on the printing presses to 
fund higher salaries for government workers and 
curry favour with the military -- with disastrous 

economic results. 
Mugabe's successor Emmerson Mnangagwa has 

promised a break with the past, but many 
Zimbabweans are wary after his government 
ramped up borrowing ahead of a national 
election last July and inflation rose to a 10-year 
high in January. 

'MANAGED FLOAT' 
Mnangagwa, who replaced Mugabe after an 
army coup in November 2017, hopes to steer 
the economy back to credibility and lure 
foreign investors, who have also been 
deterred by violent security crackdowns on 
post-election protests last year and 
demonstrations last month against a steep 
fuel price hike. 

But the new RTGS currency has been dogged by 

criticism that the level of 2.5 RTGS per U.S. 
dollar is too strong for the Zimbabwean unit. 
A dealer at a bank which operates on 
Zimbabwe's interbank market said launching the 
RTGS at 3 to the dollar or higher would have 
been better to encourage U.S. dollar sellers. 

"There are a lot of (dollar) buyers ... but no 
sellers because the rate is not high enough," the 
dealer said. "The interbank system will 
ultimately become redundant if the Reserve 
Bank doesn't allow the currency to freely trade." 
There are also indications the central bank is not 
selling many dollars. Only around $5 million 

changed hands on Friday, a senior central bank 
official told The Standard newspaper. 

A Standard Chartered bank teller in Harare said 
her branch was not selling dollars to individuals 
yet, and downtown bank queues were no longer 
than normal. 
On Monday, one U.S. dollar was being sold on 
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the black market for four electronic dollars -- 

those locked in individuals' accounts for months 

due to the chronic cash shortages -- compared 
to 4.2 on Friday, currency traders said. 
"The big players are holding onto their money, 
that is what is holding rates at the moment," 
one currency trader at Harare's Eastgate 
shopping centre said. 

 
(Additional reporting by Alfonce Mbizwo, Editing by 
John Stonestreet and Catherine Evans) 
(( alexander.winning@tr.com ; +27 11 595 2801; )) 
(c) Copyright Thomson Reuters 2019. 
 

OCEANIA 

 

Cook Islands 

S&P Says Cook Islands 'B+/B' Ratings 

Affirmed; Outlook Stable  

28-Feb-2019  
Feb 27 (Reuters) -  
S&P says Cook Islands 'B+/B' ratings 
affirmed; outlook stable. 
S&P on Cook Island says stable outlook 
reflects its expectation that strong tourism 
will continue to support the economy, debt 
levels will remain low. 

S&P says could raise the rating for Cook Islands 

over the next 12-18 months if there is an 
important improvement in data disclosure and 
quality. 
S&P-credit ratings on Cook Islands reflect its 
external and economic information deficiencies, 
developing policymaking institutional settings. 

S&P-credit ratings on Cook Islands also reflects 
narrow economic base with a declining 
population, and the absence of monetary policy 
flexibility. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

Moody's Says Slow Productivity Growth 

Will Pressure Sovereign Debt 

Sustainability  

26-Feb-2019  
Feb 26 (Reuters) - Moody's: 
Moody's says slow productivity growth will 
pressure sovereign debt sustainability. 
Moody's - low productivity growth to affect 
sovereign's primary budget deficit, interest 
rate-growth differential, flows from exchange 
rate changes, cash flow adjustments. 

Moody's says slow productivity growth poses 
significant risk to sovereign debt sustainability 
amid high debt levels, aging populations & rising 
interest rates. 

Moody's says impact on sovereign 

creditworthiness will depend on governments' 

ability to make policy adjustments. 

Moody's says additional negative fiscal pressures 
on sovereigns will arise if lower productivity 
growth reduces inflation rate or labor 
participation rates. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  

 
 

Global Markets-Impact of India-

Pakistan tensions spreads from Asia to 

Europe  

27-Feb-2019  
• European stock markets trade lower 
• Wall Street futures lose ground 
• Pakistan says it shot down two Indian 
jets 
• Fed chair reaffirms "patient" approach 
to raising rates 
• Dollar at three-week low 
• Trump, Kim start two-day summit in 
Hanoi  

By Julien Ponthus 
LONDON, Feb 27 (Reuters) - Global stocks 

traded lower on Wednesday after fresh 
hostilities between India and Pakistan led 
Asian assets to slip and investors sought "safe 
havens" such as the yen and Swiss franc. 

The pan-European STOXX 600 was down 0.5 
percent with most regional indexes in the red, 

while U.S. stock futures for the S&P 500 and the 

Nasdaq were both down 0.2 percent ahead of 
the U.S. market open.  
India and Pakistan both said they shot down 
each other's fighter jets on Wednesday, a day 
after Indian warplanes struck inside Pakistan for 
the first time since a 1971 war, prompting world 

powers to urge restraint. 
India's and Pakistan's bonds and currencies fell 
and MSCI's broadest index of Asia-Pacific shares 
outside Japan was down 0.13 percent as the 
threat of conflict between the nuclear-armed 
neighbours grew.  
"This adds another layer of risks for investors", 

said Charles St-Arnaud, a strategist at Lombard 
Odier. 
Markets were also watching the U.S.-North 
Korean summit, which begins in Hanoi later.  
U.S. President Donald Trump will meet Kim Jong 
Un for a second summit, with the United States 
pushing North Korea's leader to dismantle its 

nuclear weapons programme. 
BULLISH MOOD SOURS  
The heightened geopolitical risks helped 
assets considered safer than stocks, such as 
the Japanese yen or the Swiss franc, which 
gained against the dollar.  

"The yen is the pick of the major currencies as 
tensions flare between India and Pakistan and as 

the bullish global risk mood sours," said Societe 
Generale strategist Kit Juckes, though he noted 
the market moves remained limited for now. 
The dollar itself hovered around three-week lows 
after Federal Reserve Chairman Jerome Powell 
reiterated on Tuesday the Fed had shifted to a 
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more "patient" policy approach regarding 

changes to interest rates. 

"We didn't learn much new," St-Arnaud said, 
adding that the new dovish stance of U.S. 
monetary policy had not weakened the dollar 
much, notably against the euro.  
Also in the currency market, the British pound 
continued to rise after Prime Minister Theresa 

May offered lawmakers a chance to vote on 
delaying Brexit. 
Sterling last traded at $1.3308, levels not seen 
since July 2018.  
The export-heavy FTSE 100 which typically 
suffers from a higher pound lagged the broader 

market and lost 0.8 percent. 
There were gains in Africa where Nigeria's 
dollar-denominated government bonds rallied 
to 5 -7 month highs after confirmation 
President Muhammadu Buhari had won a 
second term at the helm of Africa's largest 
economy and top oil producer.  

The country's longer-dated bonds were up as 
much as 1.2 cents in the dollar to extend a more 
than 10 cents rally since the start of the year. 

In commodities markets, oil prices rose after a 
report that U.S. crude inventories had declined 
and as producer club OPEC seemed to stick to its 
supply cuts despite pressure from U.S. President 
Donald Trump. 
International Brent crude futures were at $66.20 

per barrel, up a dollar or 1.55 percent from their 
last close.  

Gold held steady, consolidating in a tight range, 
with the U.S. Federal Reserve's dovish stance on 
monetary policy offering limited support, while 
palladium stayed above the key $1,550 level 
and not far from its record high.  

 
(Additional reporting by Tom Finn in London, Daniel 
Leussink and Tomo Uetake in Tokyo; editing by Larry 
King and Alexander Smith) 
(( tomo.uetake@thomsonreuters.com ; +81-3-6441-
1645; Reuters Messaging: 
tomo.uetake.thomsonreuters.com@reuters.net )) 
 
 

Global funds reached for a bigger cash 

buffer in February  

28-Feb-2019  
By Rahul Karunakar 
BENGALURU, Feb 28 (Reuters) - Global funds 

recommended a bigger safety buffer in 
February, with cash holdings raised to their 
highest in more than three years and equity 
allocations cut to the lowest in nearly two, a 
Reuters poll showed on Thursday. 

Many top equity indexes posted their best start 
to a year in decades, but a slowdown is 
underway in several major economies and the 
still-unresolved trade war between the U.S. and 
China has kept investors cautious. 
A monthly Reuters poll of 43 fund managers 

around the globe, taken Feb 14-27, showed cash 

holdings - a key gauge of investor caution - 
were increased to their highest since June 2015, 
to 7.2 percent from 6.2 percent last month. 
Asset managers reduced recommendations to 

equity exposure to 45.9 percent of the model 

global portfolio from 48.5 percent, the lowest 

since March 2017. Bond allocations were nudged 
up to 39.3 percent of the portfolio from 39.1 
percent. 
Nearly 65 percent of fund managers who 
answered an additional question said the risk for 
global stocks by mid-year was for a sharp fall. 

The remaining said the opposite. 
The more defensive approach among long-term 
investors lines up with findings from a separate 
Reuters poll of equity market strategists, who 
cut their 2019 stock markets outlook and who 
also came to the same conclusion on risk.  
"At the beginning of the year, we saw 
opportunities to increase risk exposure, 
starting with emerging markets and credit - 
now partially exploited - and we are now 
taking some profits. We expect the year to be 
quite volatile with the market mood 
continuing to swing between fear and greed," 
said Pascal Blanqué, chief investment officer 
at Amundi Asset Management, in Paris. 

But nearly half the fund managers in the latest 
poll who answered a separate question said 

investor risk-taking will stay the same over the 
next 12 months. The others were almost evenly 
split between an increase and decrease. 
"Markets began 2019 pricing in gloom and doom 
after major indexes fell ... in 2018. If the major 
risks facing the market, rising interest rates and 
a full-blown trade war, are avoided, equities can 

rally to new record highs," said Alan Gayle, 
president at Via Nova Investment Management, 
in Washinton DC. 
"Interest rate risks have clearly subsided, and 
trade negotiations appear to be moving closer to 
a resolution. These are very positive 

developments for stock markets." 
Across equity portfolios, fund managers 
increased allocations to North American stocks 
to the highest since at least the start of 2013, 
according to a sub-set of respondents in the poll. 
"We expect the U.S. economy to stay strong 
relative to other major economies and there is a 

risk of USD strength in the next risk-off move 
which could hurt emerging market relative to 

developed market equities," said Trevor 
Greetham, head of multi-asset strategies fund at 
Royal London Asset Management. 
A regional breakdown also showed fund 
managers cutting allocations to euro zone and 
UK stocks this month on economic growth 

worries in those economies and on Britain's 
torturous exit process from the European 
Union. 

"Risks to economic momentum and parallel 
geopolitics appear to remain on the downside," 
said Michael Ingram, chief market strategist at 
WH Ireland, in London. 
"Given the sharp recovery in risk-appetite that 

we have seen year-to-date, it seems likely that 

equity market risk will increasingly lie to the 
downside by mid-year in the absence of more 
supportive fundamental momentum." 
Looking ahead, many fund managers said 
emerging-market assets will be buying 
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opportunities, provided the U.S. and China 
reach a trade deal - which several called the 

biggest risk if that doesn't happen. 

This also echoed what sell-side equity-market 
strategists told Reuters in a poll conducted over 
the same period.  
"Financial markets have seen a robust rebound 
since the beginning of the year with global 
central banks (sounding) more dovish tones, 

fears of an imminent recession receding and 
with a resolution on the war on trade looking 
more likely," said John Husselbee, head of multi-
asset at Liontrust, in London. 
"With sentiment improving these risks bring 
opportunity, however, significant deterioration 
will once again unsettle investors' nerves." 

 
(Additional reporting and polling by Sujith Pai in 
Bengaluru, Fumika Inoue in Tokyo and Maria Pia 
Quaglia Regondi in Milan; editing by Larry King) 
(( rahul.karunakar@thomsonreuters.com ; +91 80 
67496115; Reuters Messaging: 
rahul.karunakar.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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