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ASIA 
  

Armenia 

Moody's Upgrades Armenia's Rating to 

Ba3; Changes Outlook to Stable from 

Positive  

27-Aug-2019  
Aug 27 (Reuters) - Moody's 
Moody's upgrades Armenia's rating to BA3; 
changes outlook to stable from positive. 

Moody's says upgraded government of 
Armenia's local & foreign currency long-term 
issuer & foreign currency senior unsecured debt 

ratings to BA3 from B1. 

Moody's says upgrade is driven by diversification 
of growth drivers, lengthening track record of 
stabilising macroeconomic policy, raising 
Armenia's resiliency. 
Moody's says expects real GDP growth in 
Armenia to remain high over the medium term. 
Moody's says expects that decline in growth 

volatility in Armenia will persist compared to first 
half of decade. 

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

Azerbaijan 

Information on placement of the 

Ministry of Finance government bonds   

29-Aug-2019  
Baku Stock Exchange closed auction of 
government bonds of the Ministry of Finance 

in the amount for 20.0 million man at with the 
circulation date of 1092 days. 

The total amount of orders submitted by 
investors on ISIN-branded bonds is 41.1 million 

man at at face value. 
The Ministry of Finance has set the average 
weighted price of government bonds in the 
amount forf 20.0 million man at the level of 

101.2211 (yield 8.5300%). 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
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China 

China's local gov't bond issuance falls 

in July  

24-Aug-2019  
BEIJING, Aug. 24 (Xinhua) -- China's local 

governments slowed their pace of issuing 
bonds in July after a sharp increase a month 
ago, official data showed. 

The value of local government bonds issued in 
July totaled 555.9 billion yuan (about 79 billion 
U.S. dollars), down from a monthly high of 

899.6 billion yuan in June, according to the 
Ministry of Finance (MOF). 
In the first seven months, local governments 
issued nearly 3.4 trillion yuan of bonds, 
including 1.95 trillion yuan worth of special-
purpose local government bonds aimed at 
providing financial support for public-interest 
projects. 

To further spur the economy, China has eased 

the restrictions on infrastructure construction 
financing, allowing local governments to use part 
of special-purpose bonds as project capital to 
support major national infrastructure projects. 
Local authorities were also required to accelerate 
bond issuance and try to complete the annual 
bond quota by the end of September. 

MOF data also showed outstanding local 
government debt amounted to 21.07 trillion 
yuan by the end of July, below the official ceiling 
of 24.08 trillion yuan set for the year.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019.  
 
 

China government bonds rally after 

regulator moves to restrict some bond 

investments  

29-Aug-2019  
SHANGHAI, Aug 29 (Reuters) - China's 

government bonds rallied on Thursday after 
the country's banking regulator moved to 
restrict lenders' investment in policy bank 
bonds, widely seen as an effort to prod 
lending to the broader economy. 

Bonds issued by Chinese policy banks, 
previously exempt from supervision, have now 

been brought under regulators' management on 
interbank investment, three sources told Reuters 
earlier in the day.  
The move would force some banks to reduce 
their investment in policy bank bonds, the 
sources said, meaning more funds will now be 
freed up to lend across the broader economy.  

The development, seen by traders as positive for 

government bonds, livened up afternoon trading 
in the interbank market with Chinese 10-year 
treasury futures rising sharply. 
"The move could affect commercial banks' 
allocation and affect their demand for the 
bonds," said a trader at a Chinese bank, adding 

that investors could offload their holdings of 

policy bank bonds and invest in sovereign 
bonds. 
The government bond futures for December 

delivery, the most-traded contract, gained as 
much as 0.51 percent to 99.425 in afternoon 
deals. 
A second trader at a Chinese bank said the yield 

gap between government bonds and paper 
issued by China Development Bank, one of 
China's three policy banks, widened during the 
session. She expects the banking regulator's 
move will likely continue to underpin demand for 
government debt. 

The trader said banks could boost lending to 
businesses, but added it may not be significant 
in the near term.  
Yields on China's 10-year treasury bonds fell 
about 3 basis points to 3.025%, while those on 
the China Development Bank-bond for the same 
tenor was up about 2.5 basis points to 3.44%, 

according to traders. 
The 10-year treasury futures finished the trading 
session up 0.32%. 
The China Banking and Insurance Regulatory 
Commission was not immediately available for 
comment.  
 
(Reporting by Hongwei Li, Steven Bian and John 
Ruwitch; Writing by Samuel Shen 
Editing by Shri Navaratnam) 
((samuel.shen@thomsonreuters.com; +86 21 
20830018; Reuters Messaging: 
samuel.shen.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

African lender says China not trying to 

lead region into 'debt trap'  

30-Aug-2019  
• Africa is not in debt crisis -AfDB head 
• Japan, China must play 
complementary roles in Africa development 
• Abe urges debt sustainability with eye 
on China's massive loans  

By Tetsushi Kajimoto and Tim Kelly 
YOKOHAMA, Japan, Aug 30 (Reuters) - China is 

not trying to lead African countries into a debt 

trap and provides critical investment along 
with other countries to close a funding gap for 
crucial infrastructure projects on the 
continent, the head of the regional lender said 
on Friday. 

Debt sustainability was a key issue at this 
week's meeting hosted by Tokyo with African 
leaders and international lenders on 

development of the continent, with eyes on 

China's aggressive lending that some critics say 
has saddled poorer African countries with 
mountains of debt. 
African Development Bank President Akinwumi 
Adesina brushed aside such criticism, and urged 
Japan and China to not compete but play 
"complementary roles" in filling a massive 

funding gap for African infrastructure. 
"I don't think there is a deliberate plan by China 
to indebt any country at all. I think China is 

mailto:Publicdebtnet.dt@tesoro.it
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fulfilling a very important role, which is in terms 

of infrastructure support," Adesina told Reuters. 
"Africa is not in a debt crisis." 
Japan nonetheless views its regional rival as a 

competitor for influence around the world, 
including in Africa and worries that a flood of 
Chinese money will weaken its diplomatic 
standing.  

Africa today has a financing gap of $68 billion to 
$108 billion a year for power, ports, rail, and 
airports, he added. 
At the Tokyo International Conference on African 
Development (TICAD), Prime Minister Shinzo 
Abe announced on Wednesday Japan will 

establish trade insurance to spur private 
investment in Africa. At the last TICAD meeting 
in 2016, Japan pledged $30 billion in public and 
private support for infrastructure development, 
education and healthcare over three years. 
Japan's investment pales in comparison with 
China. 
Since launching the Forum on China-Africa 
Cooperation in 2000, Beijing has boosted its 
Africa-bound aid, and President Xi Jinping 
announced another $60 billion over the next 
three years last September.  

Japan is focusing on high-quality infrastructure 
investment in Africa in a bid to set itself apart 
from China. 
"I don't see a competition at all, I see 

complementarity. Africa has a tremendous 
amount of needs. Africa is a friend of China, 
Africa is a friend of Japan. The China Belt and 
Road Initiative is highly appreciated," he said, 
adding that a lot will be used to fund transport 
corridors, rail and port projects. 
Chinese officials say the Beijing summit is aimed 

at strengthening Africa's role in its Belt and Road 
initiative to link China by sea and land with 

Southeast and Central Asia, the Middle East and 
Africa. 
Some critics say China is keen on resource 
extraction in poorer countries to feed its 

economy, that the projects it funds have poor 
environmental safeguards, and that too many of 
the workers are flown in from China rather then 
using local labour. 
"The interest and engagement of China in Africa 
is welcome. Will I say there were no mistakes 
made in the beginning, no I wouldn't say so," 

Adesina said. "There are issues of sensitivity to 
local communities, there are issues of making 
sure you don’t displace people in the labour 
market, but these are a learning curve for 
China." 
The International Monetary Fund says 

Cameroon, Ghana and other faces a high risk of 

debt distress, as does Djibouti, already home to 
the People's Liberation Army's first overseas 
base.  
 
(Additional reporting by Kwiyeon Ha; Editing by Kim 
Coghill) 
((tetsushi.kajimoto@thomsonreuters.com; +81-3-
6441-1829)) 
(c) Copyright Thomson Reuters 2019. 
 

 

India 

Fin Min may go slow on overseas bonds 

plan  

26-Aug-2019  
New Delhi, Aug. 26 -- The finance ministry may 

go slow on the contentious budget proposal to 
issue overseas sovereign bonds with officials 
maintaining that no timeline has been set so 
far for the bond issue. 

"We are yet to decide a timeline or tranches for 
the bond issue. What is more important is that 

we have shown our willingness to borrow 
overseas through the Budget announcement. 
The intention is more important," a finance 
ministry official said seeking anonymity. 
In her maiden budget speech, finance 
minister Nirmala Sitharaman announced the 
proposal to issue offshore sovereign bonds, 

starting from the current fiscal year. "India's 

sovereign external debt to GDP is among the 
lowest globally at less than 5%. The government 
would start raising a part of its gross borrowing 
programme in external markets in external 
currencies. This will also have beneficial impact 
on demand situation for the government 
securities in domestic market," she said in her 

Budget speech on 5 July. 
Subhash Chandra Garg, finance secretary at the 
time had said in a post-Budget interview that 
the government plans to borrow a maximum 
10% of its gross domestic borrowing or around 
$10 billion. "We should also take advantage of 
the lower interest rates. If we have dollar-rupee 

depreciation in the historical range and believing 
that the growth story will remain strong, we can 

hope for a more stable rupee going forward," he 
said. 
However, after Garg was shifted to power 
ministry in a surprise move, there has been 

uncertainty about the future of the plan, 
especially with growing opposition to it. In an 
interview with Economic Times on 27 July, 
Sitharaman, however, denied speculations that 
the Prime Minister's Office has asked the finance 
ministry to review the proposal. 
The plan has been criticized by many former 

Reserve Bank of India governors like 
Raghuram Rajan and Y.V. Reddy but 
supported by Bimal Jalan. While supporters 
have drawn attention to the loans available at 
very low interest rates, critics have pointed to 
the currency risk involved with overseas 
borrowing. 

India Ratings said in a report earlier this month 
that sovereign borrowing in foreign currency 
against the backdrop of moderating household 

savings and easy global liquidity appears to be a 
very attractive option for meeting the Union 
government's funding requirement. Published by 
HT Digital Content Services with permission from 
MINT. For any query with respect to this article 
or any other content requirement. 
 
Copyright (c) 2019 HT Digital streams Ltd 
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Bonds rally on record RBI payout to 

government  

27-Aug-2019  
India, Aug. 27 -- The 10-year government 

bond yield fell another 8 basis points on 
Tuesday to hit a three-week low after the 
Reserve Bank of India said it will transfer 
Rs.1.76 lakh crore surplus to the government 
this fiscal, easing worries over the Centre's 
fiscal deficit target for this financial year. 

The 10-year bond yield fell to 6.398% from its 
Monday's close of 6.48%. Bond yield and prices 
move in opposite direction. 

"The fiscal math looks a lot more achievable 
following this transfer," said Emkay Research in 
a note to its investors. 
The transfer includes Rs.1.23 lakh crore of 
surplus for 2018-19 and Rs.52,637 crore of 

excess provisions identified as per the revised 
Economic Capital Framework (ECF) adopted at 

the meeting, RBI said in a statement on 
Monday. This was in line with the 
recommendations of the committee under 
former central bank governor Bimal Jalan. RBI's 
central board accepted all the recommendations 
of the committee. 
Analysts said the surplus amount could be 

either used to provide fiscal stimulus to a 
sagging economy, reduce off-balance sheet 
borrowings or meet the expected shortfall in 
revenue collections. 

"The transfer of surplus from the RBI should 
help offset the expected shortfalls in various tax 
revenues in FY2020 and aid the government in 
meeting its fiscal deficit target. As a result, G-

sec yields are likely to ease in the immediate 
term", Aditi Nayar principal economist at ICRA 
said. 
According to a Bloomberg report, the 
government is likely to mull a cut in borrowings 
and meet its fiscal deficit aim with the fund 
transfer from the central bank. 

On Monday, bond yields fell nearly 9 basis points 
after the measures announced by finance 
minister Nirmala Sitharaman eased fears that 
the government may borrow more to fund its 
stimulus plan. 
Meanwhile, the rupee strengthened to 71.82 a 
dollar, up 0.28% from its previous close of 

72.020, while the benchmark equity index 
Sensex rose 0.44% to 37,658.48 points. 
Published by HT Digital Content Services with 
permission from Hindustan Times.  
 
Copyright (c) 2019 HT Digital streams Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

Bonds in India take a breather after 

RBI-induced rally  

27-Aug-2019  
India, Aug. 27 -- Sovereign bonds fell and 

equities shed some gains in India as traders 

sold into this week's rally spurred by the 
record central bank payout to the 

government. 

While the 1.76-trillion rupee ($24 billion) 

transfer lifted all assets in the first half, doubts 
about how the surplus would be used emerged 
as the day wore on. 
"The bond market was sitting long and there 
seems to be profit-booking," said Harish 

Agarwal, a trader at FirstRand Bank in Mumbai. 
GDP data due Friday will be the "next big 
trigger," he said, adding that he still expects 
yields to ease toward 6%. 
The windfall came as Finance Minister Nirmala 
Sitharaman late Friday took a slew of measures 
to revive growth, but resisted the pressure to 

deliver a big fiscal stimulus as she strives to 
meet a fiscal gap goal of 3.3% of GDP. 
While the government might use the cash to 
meet its deficit aim, according to people with 
knowledge of the matter, Kotak Mahindra 
Bank said the risk of fiscal slippage remains 
because of weak tax collections and weak 
growth. 

"While the initial reading could be positive for 

government bonds, fiscal slippage risks will 
continue to weigh on yields," the bank said in a 
note. 
The yield on the benchmark 10-year bonds rose 
three basis points to 6.51% after dropping as 
much as 13 basis points. It fell nine basis points 
Monday as fears the government may borrow 

more to fund stimulus eased. 
The rupee rose 0.4% to 71.70 per dollar and key 
equity indexes were modestly higher after 
logging their best day in three months on 
Monday. The S&P Sensex rose 0.4% in choppy 
trade, off its 0.6% intraday gain. 

The twin announcements are a "conducive 

combination" for equities and bonds, said Chakri 
Lokapriya, chief investment officer at TCG Asset 
Management, which oversees about $3 billion of 
assets. 
"The RBI's cash transfer in essence infuses 
liquidity and lowers borrowing cost for 

companies as it allows transmission of rates by 
banks," he said. 
(The story has been published from a wire feed 
without any modifications to the text, only the 
headline has been changed) Published by HT 
Digital Content Services with permission from 
Hindustan Times.  

 
Copyright (c) 2019 HT Digital streams Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India RBI to Issue 10-Yr, Other Bonds, 

Work Out Rule-Based WMA Limit for 

Govt  

29-Aug-2019  
By Neha Dubey and Siddhi Nayak 
NewsRise 
MUMBAI (Aug 29) -- India’s central bank said 

today it will issue two-year, five-year, seven-
year and 10-year bonds this year and will 

mailto:Publicdebtnet.dt@tesoro.it
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examine a rule-based method for determining 
ways and means advances limit for the federal 

government. 

The Reserve Bank of India also aims to enhance 

liquidity in the government bond market through 
a calendar of auction-based switches and 
buyback operations, the central bank said in its 
annual report for 2018-19. It seeks to expand 
investor base through greater participation of 

multilateral financial institutions, development 
banks and foreign central banks in India’s 
government bond market. 
To develop the debt market for states, the RBI 
will explore various options to reflect risk 
asymmetry among state governments in their 
cost of borrowings.  

“Capacity building programmes for sensitising 

state governments about the prudent measures 
of cash and debt management will be conducted. 
Further, meetings between states and investors 
will be facilitated,” the RBI said. 

The RBI is the debt manager for India’s federal 
and state governments. The combined gross 
fiscal deficit of the center and states is budgeted 

at 5.7% in 2019-20, down from 5.9% in the 
revised estimates for 2018-19. 
 
The RBI’s financial year runs from July to June. 
- By Neha Dubey and Siddhi Nayak; 
neha.dubey@newsrise.org; 91-22-61353300 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia raises 17.3 trln rupiah from 

debt auction, above target  

27-Aug-2019  

JAKARTA, Aug 27 (Reuters) -  
• Indonesia raised 17.3 trillion rupiah 

($1.22 billion) in a bond auction on Tuesday, 
above the indicative target of 15 trillion 
rupiah, the financing and risk management 
office at the Finance Ministry said. 

• The weighted average yields of the 
bonds were lower than yields of comparable 
bonds in the previous auction on Aug. 13. 

• Total incoming bids at Tuesday's auction 
were 29.11 trillion rupiah. 
 
($1 = 14,210 rupiah) 
(Reporting by Nilufar Rizki 
Editing by xxx) 
((nilufar.rizki@thomsonreuters.com; (+6221 2992 
7611)  
(Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Israel 

Fitch Affirms Israel at 'A+'; Outlook 

Stable  

29-Aug-2019  
Fitch Ratings-Hong Kong-August 29: Fitch 
Ratings has affirmed Israel's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'A+' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Israel's IDRs balance strong external 
finances, robust macroeconomic performance 
and solid institutional strength against a 
government debt/GDP ratio that is high 
relative to peers and ongoing political and 
security risks. 

Israel's public finances remain a weakness 
relative to 'A' category sovereigns. The 
sustained trend of decreasing indebtedness 

reversed in 2018 and the fiscal outlook has 
become more challenging in the near term. The 
central government budget deficit widened to 

2.9% of GDP in 2018 (in line with the budget 
target), from 1.9% in 2017. We forecast the 
deficit to widen to 3.6% of GDP in 2019. 
Government debt/GDP increased moderately in 

2018, to 61%, ending a long downward trend 
from 75.0% at end-2007 and 95.0% at end-
2003. It remains significantly higher than the 'A' 
median of 49% in 2018. The general 
government budget deficit and interest 
spending/revenue are also weaker than the peer 

medians. 
Other features of public debt are fairly 
favourable. The share of external debt is low, 
at 8% of GDP in 2018 down from 20% of GDP 

in 2006. Israel benefits from high financing 
flexibility, having deep and liquid local markets, 
good access to international capital markets, an 
active diaspora bond programme, and US 

government guarantees in the event of market 
disruption. 
Israel passed the 2019 budget in March 2018, 
earlier than normal due to political 
considerations and it rested on overly optimistic 
revenue projections. The failure to form a 
government after the April 2019 elections has 

prevented the adoption of corrective measures. 
We project the central government budget 
deficit to widen to 3.6% of GDP compared to 
2.9% budgeted, 
Fitch's base case scenario is that the 2020 
budget will be adopted around March 2020, 
several months after the formation of a 

government following the 17 September 
elections. We expect the government coalition 
will take steps to narrow the deficit, given the 

country's track record of deleveraging and the 
high level of the deficit given Israel's position in 
the business cycle. 
We forecast the central government deficit to 
narrow slightly to 3.5% of GDP in 2020 and 
3% in 2021, resulting in a moderate rise of 
government debt/GDP ratio. The forecast 
factors in that the deficit will reach close to 
4% of GDP in 2020 in the absence of fiscal 
consolidation. 

While the deficit will narrow, it will remain above 

mailto:Publicdebtnet.dt@tesoro.it
mailto:nilufar.rizki@thomsonreuters.com
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the debt-stabilising level in the medium term, 

estimated at close to 2.5% of GDP. Recent 
budget planning has been pro-cyclical and has 
sought to respond to long-standing public 

complaints regarding the cost of living. There is 
also more discussion of tolerating a moderate 
increase in the debt ratio in order to boost 
investment in infrastructure and education. 

Israel's macroeconomic performance has been 
strong and the economy will remain buoyant in 
2019, with real GDP growth of 3.1%, low 
unemployment, rising wage growth and still low 
inflation. Five-year average real GDP growth is 
stronger than rating category peers and growth 

volatility has been lower. We forecast that 
growth will remain robust in 2020-2021, at close 
to 3% per year despite fiscal tightening, which 
will partly be mitigated by the start of gas 
output from the Leviathan offshore field in 2020. 
There are upside risks, related to production 
gains at the Intel factory or larger than forecast 

gas exports to Egypt. Downside risks relate to 
any large security incidents or further weakening 
of world trade. More generally, the economy has 
benefited from supportive monetary and fiscal 
policies and a stronger global economy. The last 
two factors are likely to become less supportive 
over the medium term. 

The Bank of Israel (BOI) is unlikely to raise rates 
in 2019. While the BOI is aiming to normalise 
monetary policy, it still faces inflation at the 
lower limit of its target band, recent dovish 
monetary policy decisions in the US and Europe 
limit its room to manoeuvre and the shekel is 

appreciating. Inflation hovered mostly just 
above the lower end of the BOI's 1%-3% target 
band since mid-2018 but dipped below it in June 
and July 2019. 

Israel's external balance sheet remains strong. 
Israel has returned current account surpluses 
each year since 2003, and Fitch expects further 

surpluses in 2019-2020. In recent years, the 
weakness of the trade balance in goods has 
been mitigated by the strong growth of services 
exports. Foreign exchange reserves reached 
USD120 billion in July 2019 (11 months of 
current external payments). Israel's net external 
creditor position reduced slightly to 48% of GDP 

at end-2018 but remains significantly stronger 
than the 'A' median and stronger than the 'AA' 
median. Fitch's international liquidity ratio for 
Israel has continued to improve strongly. 
Israel's ratings are constrained by political and 
security risks, but its credit profile has shown 

resilience to periodic conflict and political shocks 
over an extended timeframe. Conflicts with 

military groups in surrounding countries and 
territories flare up intermittently and can lead to 
increased spending commitments or be 
damaging to economic activity. Domestic politics 
can be turbulent, with coalition governments 

often not lasting their full term. 
The September repeat parliamentary election is 
unlikely to present a clearer outcome than the 
previous one in April, and building a coalition is 
likely to prove challenging. Both Blue and White 

party, led by former chief of staff Benny Gantz, 

and Mr Netanyahu's Likud party poll at close to 
30 seats out of 120. If Mr Netanyahu is able to 
form a coalition, potential confirmation of his 

indictment in several criminal cases later in 2019 
could destabilise the government. 
Ongoing instability in Syria and geopolitical risks 
centred on Iran, in the context of the latter's 

rising tensions with the US, continue to present 
risks to Israel. Israel is concerned by the 
influence of Iran in neighbouring Syria and 
Lebanon, and continues to intervene in Syria 
with air strikes to counter the presence and 
activities of Iran or Iranian proxies. Risk remains 

of another conflict with Hezbollah, although 
there has not been a clash since 2006 and both 
sides would suffer losses. There are periodic 
flare-ups in the Gaza strip, although they are 
unlikely to present a material security risk to 
Israel. There has been no tangible progress 
towards peace between Israel and the 

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

development indicators and GDP per capita are 
well above the peer medians. However, Doing 
Business indicators, as measured by the World 
Bank, remain below those of peers. The 
government also faces socio-economic 
challenges in terms of income inequality and 

integration of growing but less economically 
productive sections of the population into the 
labour force. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Israel a score 
equivalent to a rating of 'A+' on the Long-Term 

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

significant negative effects on the economy and 
public finances. 
• External finances: +1 notch to reflect the 
fact that Israel's strong net external creditor 
position relative to peers is not captured in the 
SRM. 

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. 
ESG CONSIDERATIONS 
Israel has an ESG Relevance Score of 4 for 
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Human Rights and Political Freedoms as scores 

for the Voice and Accountability pillar of the 
World Bank Governance Indicators ares relevant 
to the rating and a rating driver captured in 

Fitch's SRM. 
Israel has an ESG Relevance Score of 5 for 
Political Stability and Rights (for which Israel 
score well below peer) as World Bank 

Governance Indicators have the highest weight 
in Fitch's SRM and is therefore highly relevant to 
the rating and a key rating driver with a high 
weight. 
Israel has an ESG Relevance Score of 5 for Rule 
of Law, Institutional & Regulatory Quality and 

Control of Corruption as World Bank Governance 
Indicators have the highest weight in Fitch's 
SRM and are therefore highly relevant to the 
rating and a key rating driver with a high 
weight. 
Israel has an ESG Relevance Score of 4 for 
Creditors' Rights as willingness to service and 

repay debt is relevant to the rating and a rating 
driver, as it is for all sovereigns. 
RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, lead to positive rating action are: 
• Renewed progress in reducing the 
government debt/GDP ratio. 

• Sustained easing in political and security 
risks. 
The main factors that could, individually or 
collectively, lead to negative rating action are: 
• Sustained deterioration of the 
government debt/GDP ratio, either through 

widening fiscal deficits or a structural decline in 
GDP growth. 
• Serious worsening of political and 
security risks. 

KEY ASSUMPTIONS 
Fitch assumes regional conflicts and tensions will 
continue. Fitch does not assume any 

breakthrough in the peace process with the 
Palestinians or a prolonged serious deterioration 
in domestic security conditions. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'A+'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'A+'; 

Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AA' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds affirmed at 'A+' 
Issue ratings on long-term senior unsecured 

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

 
 

Lebanon 

Lebanese government says committed 

to reforms after rating downgrade  

24-Aug-2019  
• Fitch lowers rating to CCC  
• S&P keeps rating at B-/B 
• Finance minister says country 
committed to reforms  

Aug 23 (Reuters) - The Lebanese government 

has vowed to make urgent progress on 
reforms to help overcome a worsening 
economic crisis that prompted Fitch Ratings to 

cut the country's credit rating on Friday. 

Speaking after Fitch downgraded the sovereign 
to CCC on debt-servicing concerns, President 
Michel Aoun said the current crisis had been 
brewing for many years, but that "everyone" 

was now working to tackle its causes. 
S&P Global, which on Friday affirmed Lebanon's 

credit rating at B-/B with a negative outlook, 
said it considered Lebanon's foreign exchange 
reserves sufficient to service government debt in 
the "near term".  
However, Finance Minister Ali Hassan Khalil said 
both ratings reports showed the urgency for 
reform, which the government has long put off. 

"There should be no slacking for a single 
moment," he told Reuters on Friday. 
"We will deal responsibly with the reports," 
Khalil said. "We are confident we will be able to 
get out of the crisis."  
Lebanon is grappling with one of the world's 
heaviest public debt burdens at 150% of GDP 

and years of low economic growth. Government 

finances, riddled with corruption and waste, are 
strained by a bloated public sector, debt-
servicing costs and subsidising the state power 
producer. 
Lebanese leaders have warned of a financial 

crisis without changes. The impetus to enact 
reforms has grown with the slowdown of 
deposits into its banking sector, a critical source 
of finance for the state. 
The government is now trying to put public 
finances on a more sustainable path with a 
deficit cut in the 2019 budget and a plan to fix 

the state-run power sector, which bleeds funds 
while inflicting daily power cuts on Lebanese. 
"INTENSIFYING PRESSURE" 
Fitch said its downgrade from B- reflected 
"intensifying pressure on Lebanon's financing 
model and increasing risks to the 
government's debt servicing capacity."  

Lebanon requires substantial capital inflows to 
fund its large twin budget and current account 

deficits, it added. 
Friday's report by S&P Global said it expected 
the country to make progress on reforms to 
improve investor confidence given the weakness 
of foreign currency inflows.  
But it warned it could lower the sovereign's 

rating in the coming six-12 months if bank 
deposits and central bank foreign exchange 
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reserves continued to fall. 

"Continued weakness in foreign currency inflows 
and the use of [the central bank's foreign 
exchange] reserves to meet government debt-

service could test the country's ability to 
maintain the currency peg," the report said. 
The Lebanese pound is pegged to the dollar. 
Moody's downgraded Lebanon's rating to Caa1 in 

January.  
DOMESTIC POLITICS 
The head of parliament's budget committee, 
Ibrahim Kanaan, called for the 2019 reforms 
and the timely adoption of a 2020 budget to 
be carried out in an atmosphere of "political 
stability". 

Years of intermittent government paralysis and 
political squabbling since the country's civil war 

ended in 1990 have hindered infrastructure 
upgrades and the adoption of many of the 
reforms needed today. The country functioned 
without a government budget between 2005 and 

2017. 
Fitch said political instability and ineffective 

government continue to weigh on investor 
confidence in the country.  
Markets had been pricing in the risk of a 
sovereign credit rating downgrade. Bond prices 
fell to new lows and five-year credit default 
swaps (CDS) -- the cost of insuring against a 
Lebanese sovereign default -- rose in recent 

days.  
Friday's downgrade will have no "material 
impact" on investor holdings of Lebanon's bonds 
as the debt was already rated non-investment 
grade, said Jan Dehn, head of research at 
emerging markets investment manager Ashmore 
Group. 

Economists have questioned whether the 
government's efforts will be enough to meet its 

goals. The IMF said last month the deficit would 
likely be well above the government's target of 
7.6% of national output. In 2018, it was over 
11%. 

Nassib Ghobril, chief economist at Byblos Bank, 
said the situation should be a "wake-up call" for 
politicians to form a credible plan that would 
result in an investment grade rating. 
"They have to restructure the public sector; they 
have to fight tax and customs evasion, not in 
words but in actions." 

 
(Reporting by Ellen Francis, Laila Bassam and Lisa 
Barrington in Beirut, Additional reporting by Tom 
Arnold in London, Editing by Chris Reese and Cynthia 
Osterman) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon CDS hit record high, bonds 

under pressure amid escalating Israel 

tensions  

28-Aug-2019  
LONDON, Aug 28 (Reuters) - The cost of 

insuring Lebanon's sovereign debt against 
default jumped to a fresh record high and the 
country's dollar-denominated bonds came 

under pressure again on Wednesday after 

mounting tensions with Israel.) 

Lebanon's 5-year credit default swaps (CDS) 

rose by 21 basis points (bps) from Tuesday's 
close to 1229 bps, data from IHS Markit showed.  

The country's eurobonds also came under 
pressure with the 2030 and 2035 issues both 
slipping around 0.5 cents to hit their lowest level 
on record, according to Refinitiv data.  

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

Malaysia 

Malaysia's olive branch to foreign 

investors might not be enough  

26-Aug-2019  
By Joseph Sipalan 
KUALA LUMPUR, Aug 23 (Reuters) - Malaysia's 

move to free up trading in its currency is a 

compromise between appeasing foreign 
investors and curbing hot money flows, but 
the changes might not be enough to 
immediately woo back players who had 
ditched the ringgit in recent years. 

Last week's announcement by the central bank 
was an attempt to roll back some of the 
draconian restrictions it imposed in 2016 to stem 
a currency rout. 

They were also aimed at appeasing FTSE Russell 
as the global index provider reviews Malaysia's 
participation in its world bond index. 
"FTSE Russell places a lot of focus on liquidity ... 

it seems to be now addressed. But it's hard to 
tell if that will be enough, because at the end of 

the day they're going to go around the world 
asking different centres of investors for 
feedback," said Ng Kheng Siang, Asia Pacific 
head of fixed income for State Street Global 
Advisors. 
FTSE Russell declined to comment on the review 
of Malaysia's market on its index. 

Bank Negara's measures, announced last Friday, 
will allow foreign investors to hedge risks in the 
onshore ringgit markets even on an anticipatory 
basis, remove limits on the duration of hedges, 
and deepen bond market liquidity. 
They partly address concerns over risk-
management and access that forced overseas 

investors to pull about $14 billion from Asia's 

most foreign-owned bond market between 
November 2016 and March 2017. 
Central bank governor Nur Shamsiah Mohd 
Yunus said BNM has had "very positive 
engagement" with FTSE Russell, which decides 
next month whether to keep Malaysia on its 

World Government Bond Index (WGBI). 
Singapore-based brokerage Maybank Kim Eng 
said in a note this week the new measures 
"suggests a higher chance that Malaysia will be 
retained in the WGBI". 
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OFFSHORE RINGGIT 
When FTSE Russell announced its review in 
April, Malaysia's bonds slid with the 10-year 
bond yields rising 11 basis points over five 
days. 
The ringgit is down more than 1% against the 
dollar so far this year. 

Analysts at Morgan Stanley said foreign 
investors have cut their Malaysian government 
bond holdings since late 2016, and said nearly 

$8 billion could leave Malaysia if it was dropped 
from the index. Malaysia represents 0.39% of 
the benchmark. 
Foreign holdings in Malaysia's bond market were 
about $157 billion in July. 
Malaysian bonds have seen interest pick up as 
global central banks ease policy to support 

growth amid a long-running U.S.-China trade 
war. Rate cuts in Malaysia have also helped: 
BNM lowered its benchmark rate in May for the 
first time since July 2016, becoming the first 

central bank in Southeast Asia to ease. 
However, there are issues hanging over the 
market. In 2016, Malaysia banned overseas 

firms invested in its markets from trading in 
offshore ringgit derivatives, the non-deliverable 
forwards.  
Another is a plan by global index providers 
such as FTSE Russell to include Chinese bonds 
in their benchmarks, which analysts suspect 
will mean smaller constituents such as 
Malaysia are squeezed out. 

"The NDF has its own benefits and, for a lot of 
big asset managers, they historically prefer the 
NDF for ease of trading," said Mohammad Hasif 
Murad, an Asia fixed income investment 
manager with Aberdeen Standard Investments. 
"The fact that we're taking important measures 
to stay on the index is a show of face on our 

side, and maybe this time around it is enough. 
But as China's weight increases, we may have to 
get kicked off regardless of what is done." 
State Street's Ng, who maintained a neutral 
stance on the WGBI and whose investment 
portfolio includes Malaysia, said conditions for 
investment have improved from a year ago. 

"It's moving in the positive direction. Is it 
enough? That's a hard question to answer," Ng 
said. "Some investors are more difficult to 
satisfy compared to others." 
 
($1 = 4.1800 ringgit) 
(Reporting by Joseph Sipalan 
Editing by Vidya Ranganathan and Sam Holmes) 
((Joseph.Sipalan@thomsonreuters.com; 
+60323338019; Reuters Messaging: 
joseph.sipalan.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  

 
 

Malaysia considering second JBIC-

guaranteed Samurai offering  

29-Aug-2019  
TOKYO, Aug 29 (IFR) - Malaysia is considering 

a second Samurai bond issue with a guarantee 
from Japan Bank for International 
Cooperation following an oversubscribed sale 

in March, said a staff member at the Japanese 
embassy in Malaysia, confirming a report in 

the local press. 

Japanese ambassador to Malaysia Makio 

Miyagawa reportedly said the size could be 
similar to the previous issue and that Japan is 
working hard to lower the interest rate. The size 
is being discussed by the Malaysian government 
and the coupon will ultimately depend on market 

conditions, the staff member said. 
The timing has also not been decided. 
Malaysia priced ¥200bn (US$1.9bn) of 10-year 
Samurai bonds in March and used the funds to 
help restore a fiscal position that had 
deteriorated during the previous administration. 
The JBIC guarantee helped draw demand from 

Japanese investors, with books reaching about 
¥320bn, and kept the coupon low at 0.53%, or 
the full cost of 0.63%.  
The Japanese government and JBIC are ready to 
help the sale as it would revitalise the Samurai 

market. 

 
(Reporting by Takahiro Okamoto; Editing by David 
Holland) 
((Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Maldives 

Moody's Says Maldives' Credit Profile 

Reflects Competitive Tourism Sector, 

But Also Rising Debt Burden   

27-Aug-2019  
Aug 27 (Reuters) - Moody's: 
Moody's says Maldives' credit profile reflects 
competitive tourism sector, but also rising 
debt burden. 

Moody's says Maldives' rising government debt 
raises liquidity and external vulnerability risks. 
Moody's says Maldives' economic growth should 
remain supported by strong tourism arrivals. 
Moody's says implementation of large 

infrastructure projects in Maldives has given rise 
to twin budget, current account deficits & ramp-
up in debt. 
Moody's says planned implementation of 
government infrastructure program will continue 
to weigh on Maldives' fiscal & debt metrics in 
coming years. 

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

Pakistan 

S&P Says Pakistan Ratings Affirmed At 

'B-/B'  

29-Aug-2019  
Aug 29 (Reuters) - S&P Global Ratings: 

S&P says Pakistan ratings affirmed at 'B-/B'; 
outlook stable. 

S&P says Pakistan faces a muted economic 
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outlook, along with a highly stressed external 

position. 
S&P says ratings on Pakistan reflect subdued 
expectations for economic growth, heightened 

external indebtedness and liquidity needs. 
S&P says ratings on Pakistan also reflect 
elevated general government fiscal deficit and 
debt stock. 

S&P says stable outlook reflects S&P's 

expectations that IMF, other partners funding to 
be sufficient for Pakistan to meet external 
obligations over next 1-2 yrs. 
S&P says Pakistan's economic slowdown results 
from a paucity of growth drivers. 
S&Psays continued reform progress will likely be 
necessary to address Pakistan's credit 

vulnerabilities. 
S&P says Pakistan's economy has begun a 
period of structural adjustment which entails 
slower real gdp growth. 
S&P, on Pakistan, says growth will also be 

constrained by domestic security challenges and 

extended hostility with neighboring India and 
Afghanistan. 
S&P, on Pakistan, says further incidents with 
India, especially in vicinity of line of control in 
Kashmir, cannot be ruled out. 
S&P, on Pakistan, says inflationary pressure is 
likely to remain elevated in fiscal 2020 following 

the recent depreciation of the rupee. 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

 

Sri Lanka 

Moody's Says Sri Lanka's Credit Profile 

Reflects Ongoing Government Liquidity 

And External Vulnerability Risks   

30-Aug-2019  

Aug 30 (Reuters) -  
Moody's says Sri Lanka's credit profile reflects 
ongoing government liquidity and external 
vulnerability risks. 

Moody's says Sri Lanka's GDP growth potential, 
incomes and institutions are stronger than many 
other similarly rated sovereigns. 
Moody's says Sri Lanka's very weak public 

finances, large refinancing needs, remain a 
key credit weakness. 

Moody's says credit profile of Sri Lanka (B2 
stable) reflects ongoing government liquidity and 
external vulnerability risks. 

Moody's says Sri Lanka's government has a very 
high government debt burden, weak revenue 
generation and very low debt affordability. 

Moody's says expects Sri Lankan government 
will remain focused on implementing important 
fiscal, monetary and economic reforms. 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania to sell 9.7 bln leks (79 mln 

euro) of 1-yr T-bills on Sept 3  

27-Aug-2019  
TIRANA (Albania), August 27 (SeeNews) – 
Albania's finance ministry will offer 9.7 billion 
leks ($88 million/79 million euro) of one-year 
Treasury bills at an auction on September 3, 
the ministry's debt issuance calendar shows. 

The finance ministry sold 9.8 billion leks worth of 
government securities at the last auction of one-
year T-bills held on August 20. 
The average weighted yield rose to 2.18% from 
1.92% at the previous auction of one-year 

Treasury bills held on August 6, according to 
auction results published by the finance 

ministry. 
 
(1 euro = 119.671 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bulgaria 

Sofia stock exchange admits to trading 

102.3 mln euro worth of 20-yr T-bonds  

27-Aug-2019  

SOFIA (Bulgaria), August 27 (SeeNews) - The 

Bulgarian Stock Exchange said on Tuesday 
that it has decided to admit to trading 200 
million levs ($115.4 million/102.3 million 
euro) worth of 20-year Treasury bonds. 

The government securities will start trading on 
Wednesday, the Sofia bourse operator said in a 
notice. 

The bonds carry a nominal value of 1,000 levs 
apiece. 
Bulgaria raised 200 million levs at an auction 
held on Monday by reopening а 20-year 
Treasury bond issue due in June 2039. The 
bonds were placed at a weighted average annual 
yield of 1.42%. 

 
(1 euro = 1.95583 levs) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Bulgaria's gross foreign debt edges up 

0.4% at end-June  

28-Aug-2019  
SOFIA (Bulgaria), August 28 (SeeNews) - 
Bulgaria's gross foreign debt edged up by an 
annual 0.4% to 34.0 billion euro ($37.7 
billion) at the end of June, the central bank 
said on Wednesday. 

The gross foreign debt at the end of the first half 
of the year was equivalent to 57.5% of the 

projected 2019 gross domestic product (GDP), 
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the Bulgarian National Bank said in a statement. 

At the end of June, Bulgaria's external debt was 
0.3% higher compared to a month earlier. 
 
($ = 0.9018 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Moody's Changes Bulgaria's Outlook to 

Positive from Stable Affirms BAA2 

Rating  

30-Aug-2019  
Aug 30 (Reuters) - Moody's:  
Moody's changes Bulgaria's outlook to 

positive from stable; affirms BAA2 rating. 

Moody's says decision to change Bulgaria's 
outlook reflects growth prospects to benefit from 
ongoing EU integration & its increased 
competitiveness. 
Moody's says decision to change outlook on 

Bulgaria reflects strengthening fiscal metrics due 

to the Bulgarian government's prudent 
policymaking. 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia's T-bill auction below target; 

yield on euro debt turns negative  

27-Aug-2019  
ZAGREB, Aug 27 (Reuters) - Croatia's treasury 

bill auctions on Tuesday missed its target and 
the yield on one-year debt denominated in 
euros fell into negative territory for the first 
time, Finance Ministry data showed. 

The ministry sold 81 million kuna ($12.22 
million) and 32 million euros ($35.66 million) in 
one-year debt. The targets were set at 200 
million kuna and 40 million euros, respectively. 

The yield on the kuna debt inched down one 
percentage point to 0.07%. The yield on the 
euro bill fell to -0.05% from 0.0%. 
The ministry occasionally also offers three- and 
six-month debt. 
After the auction Croatia's short-term local 
currency debt fell to 17.84 billion kuna from 

17.96 billion. The debt in euros fell to 100.6 
million euros from 118.6 million. 
The next auction will be held on Oct. 22, the 
ministry said. 

 
($1 = 6.6284 kuna) 
($1 = 0.8973 euros) 
(Reporting by Igor Ilic;  
Editing by Alison Williams)  
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98 
334 053)) 
©Thomson Reuters 2019. All rights reserved.  
 
 

Croatia sells 81 mln kuna (10.9 mln 

euro), 32 mln euro of 1-yr T-bills, 

below target  

27-Aug-2019  

ZAGREB (Croatia), August 27 (SeeNews) - 
Croatia's finance ministry sold 81 million kuna 
($12.2 million/10.9 million euro) worth of 
one-year Treasury bills, below its 200 million 

kuna target, and 32 million euro of one-year 
T-bills, below the 40 million euro target at 
auctions on Tuesday, it said. 

The yield on the kuna-denominated issue fell to 
0.07%, from 0.08% at the last auction of one-
year kuna-denominated T-bills held on August 
20, the finance ministry said in a statement. 
The euro-denominated T-bills yielded negative a 

0.05%, compared with 0% at the last auction of 
one-year euro-denominated government paper 
held on May 21. 
Both issues auctioned on Tuesday will mature on 
August 27, 2020. 
 
(1 euro = 7.40008 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Kosovo 

Kosovo sells 15 mln euro of 7-yr T-

notes  

29-Aug-2019  
PRISTINA (Kosovo), October 2 (SeeNews) – 
Kosovo's finance ministry said on Thursday it 
raised 15 million euro ($16.6 million) through 
the sale of seven-year Treasury notes, in line 
with plan. 

The average weighted yield on the government 

securities sold on August 29 decreased to 2.4% 

from 4.3% at the last auction of seven-year 
Treasury notes held in October 1, 2018, data 
showed. 
 
($=0.9021 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Montenegro 

Montenegro sells 30 mln euro in 182-

day T-bills  

27-Aug-2019  
PODGORICA (Montenegro), August 27 

(SeeNews) - Montenegro sold 30 million euro 

($33.3 million) worth of 182-day Treasury 
bills in an auction held on August 27, the 
central bank said. 

The annual yield on the issue rose to 0.49% 
from 0.40% achieved at the last auction of 182-

day Treasury bills held on August 19, the central 
bank said in a statement on Monday. 
The government securities will mature on 
February 26, 2020. 
 
($ = 0.900557 euro) 
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Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland plans balanced budget in 2020  

26-Aug-2019  

WARSAW, Aug 26 (Reuters) - Poland's 

government plans to move its budget out of 
deficit in 2020 for the first time in 30 years, 
Rzeczpospolita daily said on Monday quoting 
sources close to the government. 

Last year's deficit totaled 10.8 billion zloty 
($2.75 billion) despite hefty welfare handouts 
offered by the ruling nationalist Law and Justice 
(PiS) party. 

When contacted by Reuters, the government 
spokesman declined to comment saying the 
decision over the 2020 budget is to be taken 

only on Tuesday.  
Poland enjoys a low deficit mainly due to high 
economic growth. The government says the 
budget is in good shape because of its 
tightening grip over tax-payers who avoid 

paying taxes. 

Rzeczpospolita said the 2020 budget would 
receive injections from the sale of mobile phone 
frequencies, rights to CO2 emissions and cash 
connected with the country's pension system 
reform. Taken together, the steps will bring in 
17.8 billion zloty. 

Another 14.9 billion zloty will come from further 
improvements in tax collection, and 5.2 billion 
zloty from changes to social security system 
payments. 
Higher alcohol taxes are to bring in 1.1 billion 
zloty, new tax for millionaires another 1.1 billion 

zloty while changes to the ecological tax 1.4 

billion, Rzeczpospolita said. 
The government expects economic growth in 
the biggest post-communist European Union 
member country to slow to 3.7% next year 
from 5.1% this year. 

Rzeczpospolita said that a balanced budget will 
be a positive factor for the ruling party in the 
ongoing election campaign. Poles are to vote for 

their representatives to the lower and upper 
houses of parliament in October. 
Last week, opinion polls showed a decline in 
support for the PiS after a series of scandals. A 
PiS parliament speaker resigned after being 
criticised for using a government jet for private 
flights with his family and a deputy justice 

minister resigned last week after a website 

reported that he sought to discredit judges 
critical of the government's judicial reforms by 
planting media rumours about their private lives. 
The Polish zloty was almost unchanged at 
4.3825 versus the euro in early trade, according 
to Refinitiv data. 

 
($1 = 3.9258 zlotys) 
(Reporting by Marcin Goclowski and Pawel Florkiewicz; 
Editing by Jacqueline Wong) 
((marcin.goclowski@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  

 
 

Polish government approves balanced 

budget for 2020  

27-Aug-2019  
WARSAW, Aug 27 (Reuters) - Poland's 

government approved a plan on Tuesday to 
eliminate its budget deficit in 2020, Prime 
Minister Mateusz Morawiecki said, as the 
ruling nationalists sought to emphasise their 
economic credentials before coming elections. 

Both revenues and spending are envisaged at 
429.5 billion zloty ($109.40 billion), Morawiecki 
told news conference. 
 
($1 = 3.9258 zlotys) 
(Reporting by Marcin Goclowski and Joanna Plucinska; 
editing by Larry King) 
((marcin.goclowski@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. Click For 
Restrictions - 
https://agency.reuters.com/en/copyright.html 
©Thomson Reuters 2019. All rights reserved.  
 
 

Polish government touts deficit cut 

ahead of election  

27-Aug-2019  
By Marcin Goclowski and Joanna Plucinska 
WARSAW, Aug 27 (Reuters) - Poland's 

government approved a plan on Tuesday to 
eliminate its budget deficit for the first time 
since 1990, Prime Minister Mateusz 
Morawiecki said, a move that could help 
bolster public support for its ambitious social 
spending plans ahead of a national election on 

October 13. 

Robust economic growth and improved tax 

collection has kept Poland's deficits low in recent 
years, despite substantial welfare spending. Last 
year's deficit totalled 10.4 billion zlotys ($2.65 
billion) and is to be cut to zero in 2020. 
"We present a balanced budget for the first time 

in 30 years," Morawiecki told a news conference 
devoted to the 2020 budget draft approved by 
his cabinet. 
It has yet to be approved by parliament, which 
will be reconstituted after the elections. 
Both budget revenues and spending are 
envisaged at 429.5 billion zloty ($109.40 

billion), Morawiecki said. 
In the last election, the opposition criticised the 
PiS' social spending programmes, saying the 
country could not afford them. The balanced 
budget could help to show voters they are 
fiscally responsible and firm up support for their 

ambitious social plans. 

Critics say however that the budget's 
assumptions are based on one-offs and are too 
optimistic in light of an expected economic 
slowdown. 
"In large extent this is thanks to big one-off 
payments, such as pension reform fees, CO2 

emission certificates, the sale of 5G frequencies 
- these elements add up to two thirds of the 
2019 planned deficit," chief economist at ING 
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Bank Slaski Rafal Benecki said.  

The budget situation might turn out to be less 
rosy, especially once economic growth slows 
down to 3.7% next year from 4.4%, according 

to a Reuters poll published by Refinitiv. 
EXTRA FUNDS 
Earlier, the newspaper Rzeczpospolita reported 
that the 2020 budget would benefit from the 

sale of mobile phone frequencies, rights to 
carbon dioxide emissions and cash connected 
with a pension reform. Taken together, those 
steps should bring in 17.8 billion zloty. 
Another 14.9 billion zloty will come from 
improvements in tax collection and 5.2 billion 

zloty will come from changes to social security 
system payments. 
Higher alcohol taxes are expected to bring in 1.1 
billion zloty, a new tax for millionaires another 
1.1 billion zloty and changes to the ecological 
tax an additional 1.4 billion. 
"If you take out 20 billion zloty from Poles' 

pockets, and cut spending on health sector at 
the cost of people suffering from cancer and 
heart diseases, then you can get a balanced 
budget easily," said Izabela Leszczyna, a 
member of parliament for the opposition centrist 
party Civic Platform (PO. 
Despite scandals that have plagued the PiS in 

recent weeks, it still leads in opinion polls. 
Whether it could form a government - alone or 
in a coalition - would depend on the mix of 
parties that win seats in the election. 
The newest poll conducted by Indicator pollster 
for state TV said on Tuesday that PiS could earn 

41% of votes, PO 29%, leftist Lewica 11%, and 
coalition of agrarian party PSL and anti-system 
Kukiz'15 6%. 
In a reaction to the news on the balanced 

budget, bond yields fell by seven basis points in 
the afternoon - mBank dealer, Mateusz Milewski 
explained that investors expected the 

government to issue less debt. 
Poland's zloty currency did not react to the 
news. It is slightly positive, but the market is 
more focused on the global environment, 
Warsaw-based dealers said. At 15:08 Warsaw 
time euro was quoted at 4.366 zloty, up 0.1% 
on a day. 

 
($1 = 3.9258 zlotys) 
(Reporting by Marcin Goclowski and Joanna Plucinska; 
additional reporting by Anna Wlodarczak-Smeczuk, 
Alan Charlish and Alicja Ptak; editing by Larry King 
and Angus MacSwan) 
((marcin.goclowski@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Poland plots general government debt 

of 46.3% of GDP at end-2020  

28-Aug-2019  
Poland is plotting a general government debt 
at 46.3% of GDP at end-2020, down from 
47.7% now expected at end-2019, according 
to a justification to the 2020 budget bill. 

On Tueasday, PM Mateusz Morawiecki signaled 
the gg debt would decline to below 47% of GDP 

in 2020. 

Poland's public debt (according to the Polish 
methodology) is seen declining to 43.5% of GDP 
from 44.9% at end-2019. 

The Treasury debt is expected to decline to 
42.1% of GDP from 43.6% at the end of this 
year. 
 
mbn/ maf 
Copyright (c) 2019 PAP - POLSKA AGENCJA PRASOWA 
SA 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania's Jan-July budget deficit at 

1.76% of GDP 

27-Aug-2019  
BUCHAREST, Aug 27 (Reuters) - Romania's 

consolidated budget deficit narrowed slightly 
to 1.76% of gross domestic product at the 
end of July from 1.94% of GDP a month 
earlier, the finance ministry said on Tuesday. 

The seven-month shortfall compares with a gap 
of 1.3% in the same period of 2018. The ruling 
Social Democrats are targeting a budget deficit 
of 2.8% of GDP this year, marginally lower than 
last year's 2.9%. 
In nominal terms, the deficit stood at 18.14 
billion lei ($4.28 billion) at the end of July. 

Budget revenue totalled 180.1 billion lei, or 
17.5% of GDP. Spending stood at 198.2 billion 
lei. 
 
($1 = 4.2347 lei) 
(Reporting by Luiza Ilie) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romania to issue 4 bln lei (842 mln 

euro) of domestic debt in Sept  

29-Aug-2019  
BUCHAREST (Romania), August 29 (SeeNews) - 
Romania's finance ministry plans to auction 

3.98 billion lei ($932 million/842 million 
euro) worth of government securities in 
September, including 495 million lei in non-
competitive offers. 

The finance ministry plans seven auctions of 
government securities with residual maturities 
ranging from 3 to 15 years and an auction of 

one-year Treasury bills, it said in an issuance 
plan published in the Official Gazette on 

Thursday. 
The ministry planned to place 4 billion lei worth 
of government securities in August and managed 
to sell 3.9 billion lei. 
Since the beginning of 2019, the finance 
ministry has sold roughly 33 billion lei and 507 

million euro ($563 million) worth of domestic 
government securities. 
It also tapped foreign markets for 3 billion euro 
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worth of 2026, 2034 and 2049 Eurobonds. 

 
(1 euro=4.7277 lei) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

S&P Says Romania Ratings Affirmed At 

'Bbb-/A-3' Outlook Stable  

30-Aug-2019  
Aug 30 (Reuters) -  
S&P says Romania ratings affirmed at 'BBB-

/A-3'; outlook stable. 
S&P says expect Romania's growth to gradually 
decelerate next year as external demand & wage 
inflation subside amid weakening fiscal impulse. 

S&P says Romania's twin deficits are widening, 
but we do not project public private debt levels 
will rise meaningfully over next 2 years. 
 
((Reuters Messaging: 
Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russian Eurobonds stop rising on 

Thursday as UST start to correct down  

29-Aug-2019  

MOSCOW. Aug 29 (Interfax) - The prices of 

most Russian eurobonds stopped rising on 
Thursday, consolidating at earlier levels as 
U.S. Treasuries began to correct down; 
sovereign spreads did not change 
significantly. 

At 6:15 p.m. Moscow time, Russia's benchmark 

2030 bond was down 1 basis point from previous 
closing at 113.08%, with yield at 2.84% per 

annum, down 0.5 bp. Three-year U.S. Treasuries 
were down 4 bps at 101.14%, with yield up 1.5 
bps at 1.47%. The spread between Russia-30 
and UST3 narrowed 2 bps to 137 bps. 
Russia's 2043 bond was down 11 bps at 
127.88%, yielding 4.05%, up 0.5 bp; the 2042 

bond was down 9 bps at 123.62%, yielding 
4.025%, up 0.5 bp; the 2026 bond was down 2 
bps at 109.22%, with yield up 0.3 bps at 
3.216%; and the 2023 bond was up 1 bp at 
109.14%, yielding 2.48%, down 0.5 bp. 
The 2047 bond was down 27 bps at 118.89%, 
with yield up 1.5 bps at 4.105%, and the 10-

year bond maturing in 2027 was up 5 bps at 
106.43%, with yield down 1 bp at 3.305%. 

 
Mc ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovenia 

DBRS Confirms Republic of Slovenia at 

A, Trend Changed to Positive  

30-Aug-2019  
Date of Release: August 30, 2019 
DBRS Confirms Republic of Slovenia at A, 
Trend Changed to Positive 

Industry: Public Finance--Sovereigns 
DBRS Ratings Limited (DBRS) confirmed the 
Republic of Slovenia's Long-Term Foreign and 

Local Currency - Issuer Ratings at A. At the 
same time, DBRS confirmed the Republic of 
Slovenia's Short-Term Foreign and Local 
Currency 
• Issuer Ratings at R-1 (low). The trend on 
all ratings has changed to Positive.  

KEY RATING CONSIDERATIONS  
The Positive trend reflects DBRS's view that 
credit quality across many analytical building 
blocks is improving. Impressive economic 

growth in recent years has helped repair fiscal 
accounts and accelerated the downward 

trajectory in the debt-to-GDP ratio. DBRS 

expects healthy fiscal surpluses in the coming 

years and general government debt to decline to 
under 62% of GDP in 2020. If completed, that 
debt consolidation would constitute a remarkable 
reduction of over 20 percentage points of GDP 
since 2015. Current assumptions point to a debt 
ratio below the 60% Maastricht threshold by 
2021. Slovenia's credit strengths stem from its 

wealthy and high value-added economy 
compared to A category regional peers, its 
effective debt management and judicious fiscal 
framework, and its membership of European 
institutions. Despite these strengths, the ratings 
are principally constrained by the small and 

open nature of the Slovenian economy that 
makes it vulnerable to external shocks, and the 
country's still high stock of public sector debt. 

Notwithstanding the noteworthy reduction, 
government debt remains above regional peers. 
Long-run debt reduction could be challenged by 
rising age-related spending. Unfavourable 

demographic trends are expected to place 
structural pressure over the long-term on public 
expenditures in the absence of healthcare and 
pension reform.  
RATING DRIVERS  
Ratings could be upgraded if the 
government's debt ratio declines in line with 
DBRS expectations - driven by sustained 

economic growth and prudent fiscal 

management. The passage of policy measures 
that strengthen medium-term growth prospects 
without generating large macroeconomic 
imbalances could also trigger an upgrade.  
Although DBRS sees risks to the ratings as tilted 

toward the upside, the ratings could face 

downward pressure if the improving trend on 
debt dynamics reverses due to a shock to 
Slovenia's small and open economy that causes 
significant economic underperformance, material 
fiscal slippage, or substantial realization of 
contingent liabilities.  
RATING RATIONALE  
Slovenia's Strong Performance on Fiscal and 

Debt Metrics is a Positive Credit Feature. Fiscal 
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consolidation in recent years has been significant 

due to favourable economic conditions, strong 
revenue growth, and a steady decline in interest 
expenditure. Following a 5.5% of GDP deficit 

result in 2014, the fiscal balance reached a 0.7% 
surplus in 2018. Under current assumptions, the 
EC expects a similar fiscal surplus in 2019 from 
last year and a slight improvement in the 

surplus to 0.9% in 2020. The main downside 
risks to public finances stem from weaker 
revenue intake in an economic downturn and 
high expenditure growth, predominantly in 
wages and social benefits. Given Slovenia's weak 
demographic outlook, the age-related costs are 

expected to increase and will likely weigh on 
Slovenia's structural fiscal performance. Any 
additional progress made on healthcare and 
pension reform would support the long-term 
sustainability of public finances. The EC's 
forecasted structural deficit of 0.3% of potential 
GDP by 2020 is nonetheless manageable, in 

DBRS's view. Improved fiscal and economic 

conditions and a comfortable funding profile 
have placed debt as a share of GDP on a firm 

downward path. Since 2015, when it reached 
its peak at 82.6%, the debt to GDP ratio 
declined by 12.5 percentage points to 70.1% in 
2018. Current forecasts point to continued 
aggressive debt reduction through the end of the 

decade, falling below the 60% of GDP threshold 
by 2021. As stipulated by law, 90% of proceeds 
from the privatisations of Nova Ljubljanska 
Banka (NLB) and Abanka, expected to reach 
EUR1.1 billion once completed, will also be 
directed towards debt reduction. Nevertheless, 

the public debt burden is high when compared 
against regional peers of similar economic size. 
The high debt stock limits shock absorption 

capacity and redirects public funds towards debt 
servicing. The debt-stock increase caused 

interest costs to rise from 1.1% of GDP in 
2008 to a peak of 3.2% in 2014 and 2015. 
Low bond yields have since caused the 

interest bill to decline to 2.0% in 2018 and is 
expected to fall to 1.6% in 2019.  
Domestic Conditions Support Slovenia's 
Impressive Economic Growth Performance.  
Slovenia's recent economic performance has 
been remarkable. Following 4.9% growth in 
2017, real GDP growth reached 4.5% in 2018, 
underpinned by sturdy domestic demand and 

strong albeit decelerating export growth. The 
steady resurgence of investment since 2017, 
from improved private sector balance sheets and 
the delivery of EU structural funds, is also a 
main contributor to GDP growth results. 

Sustained wage and employment gains and 

growing household disposable incomes, in a 
context of contained inflationary pressure, have 
also led to upbeat consumer confidence. The EC 
expects growth to average 3.0% in 2019-20, in 
line with measures of growth potential. The 
government's calculation of output potential has 
increased from 2.3% in 2018 to 2.9% in 2019. 

Slovenia's competitive external sector supports 
its strong current account surplus. Slovenia is 
integrated into the regional supply chain and 

manufactures a diverse range of high value-

added component parts. Improved cost 
competitiveness and a strong pick-up in external 
demand in recent years contributed to a steady 

rise in trade volumes. Even though export 
growth has recently expanded at a slower pace 
due to the slowdown among Slovenia's main 
trading partners, the 2018 current account 

surplus of 5.6% of GDP, according to the Bank 
of Slovenia, is strong. DBRS expects such a 
strong external savings position to continue to 
narrow the net international investment position 
(IIP). Latest data show IIP improved to -17.7% 
of GDP as of March 2019, from -44.2% in 2012.  

Improved Financial Sector Indicators and 
Progress on Privatisations The banking sector 
has worked through its crisis-legacies and is in 
repair. In the context of strong economic 
performance, credit growth has returned to 
positive in the non-financial private sector. 
Loans to households have been particularly 

strong. Recent Bank of Slovenia stress testing 
find the banking system to be stable. Banking 
sector resilience is evident by improved capital 
and funding positions and the improvement in 
asset quality. Non-performing loans (NPL), 
mostly legacy loans concentrated in the real 
estate and construction sectors are on a healthy 

declining trend. The NPL ratio, measured as 
claims with arrears over 90 days to total claims, 
declined from 18.1% in November 2013 to 2.0% 
as of May 2019. After expanding by over 10% in 
early 2018, real estate price growth in Slovenia 
has slowed down but continues to expand above 

nominal GDP growth. Given the limited supply of 
housing and the high demand for it, DBRS 
expects price pressure to continue. Despite the 
upward trend in house prices, comfortable 

private sector debt ratios and macroprudential 
measures appear to mitigate risks.  
The completed sale of NLB and the expected 

sale of Abanka are important achievements. The 
government relinquished 65% of the largest 
bank NLB following an IPO in late 2018 and 
another 10% in June 2019. Previously privatised 
bank Nova KBM (NKBM) is committed to 
purchase Abanka, the third largest bank. That 
transaction is pending approval and is expected 

to close by the end of 2019. The divestment of 
these banks is an important step in the 
government's efforts to reduce the historically 
high direct involvement of the state in the 
economy and reduces the government's 
exposure to potential calls for capital to support 

these banks.  
Notwithstanding the 5-Party Coalition 

Government, Slovenia has Stable Policy-Making 
Institutions  
Prime Minister (PM) Marjan Sarec formed a 
government in September 2018. Despite 
winning the largest share of votes with 25%, 

Janez Jansa of the Slovenia Democratic Party 
was unable to form a government. This allowed 
Sarec to form a 5-party minority coalition 
government. The fragmented nature of the new 
administration complicates the reform agenda 
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and does not preclude another early election.  

Despite the political volatility, Slovenia has 
strong institutions. The country benefits from its 
membership of both the EU and Euro area, 

which functions as a stability anchor for 
macroeconomic policy. Slovenia also benefits 
from a healthy inflow of EU structural fund 
investments directed towards productive areas. 

The country's credible policy framework is 
underpinned by its strong performance on the 
World Bank's Governance Indicators when 
compared with its peers, particularly the Rule of 
Law and Government Effectiveness. The main 
policy challenge facing the next few 

governments will be how it manages the fiscal 
and economic consequences of its aging 
population. 
RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 
result in the AA (low) to A range. The main 
points discussed during the Rating Committee 

include the outlook for fiscal policy, bank 
privatizations, economic performance, and debt 
management. 
KEY INDICATORS  
Fiscal Balance (% GDP): 0.7 (2018); 0.7 
(2019F); 0.9 (2020F) 
Gross Debt (% GDP): 70.1 (2018); 65.4 

(2019F); 61.7 (2020F) 
Nominal GDP (EUR billions): 45.9 (2018); 48.5 
(2019F); 51.3 (2020F) 
GDP per Capita (EUR): 22,182 (2018); 23,391 
(2019F); 24,714 (2020F) 
Real GDP growth (%): 4.5 (2018); 3.1 (2019F); 

2.8 (2020F) 
Consumer Price Inflation (%): 1.9 (2018); 1.8 
(2019F); 2.1 (2020F) 
Domestic Credit (% GDP): 119.7 (2018); 118.6 

(Mar-2019) 
Current Account (% GDP): 5.6 (2018); 6.7 
(2019F); 6.1 (2020F) 

International Investment Position (% GDP): -
18.9 (2018); -17.7 (Mar-2019) 
Gross External Debt (% GDP): 91.6 (2018); 
87.0 (Mar-2019) 
Governance Indicator (percentile rank): 82.4 
(2016); 82.4 (2017) 
Human Development Index: 0.89 (2016); 0.90 

(2017) EURO AREA RISK CATEGORY: LOW  
 
DBRS Ratings Limited  
20 Fenchurch Street, 31st Floor, London EC3M 3BY 
United Kingdom  
Registered and incorporated under the laws of England 
and Wales: Company No. 
7139960 
For more information on this credit or on this industry, 
visit www.dbrs.com. 
©Thomson Reuters 2019. All rights reserved. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentine bonds plumb new lows as 

govt eyes extending debt maturities  

29-Aug-2019  

By Karin Strohecker 
LONDON, Aug 29 (Reuters) - Argentina's 

international dollar bonds fell to new record 
lows on Thursday and its debt-insurance costs 
rocketed after the government announced 
plans to "reprofile" some debt, leaving 
investors scrambling to assess what kind of 
hit they might face. 

The recession- and inflation-racked economy has 

struggled for years with debt problems. Its latest 
woes began when business-friendly President 
Mauricio Macri suffered an unexpected and 
crushing defeat in an Aug. 11 primary election at 
the hands of populist-leaning Peronist Alberto 
Fernandez. 

That unnerved investors, who feared the return 
of the left to power could herald another debt 
restructuring in Latin America's third-largest 
economy. 
Treasury Minister Hernan Lacunza told a news 
conference on Wednesday that the government 
wanted to extend the maturities of short-term 

local debt instruments and would negotiate with 
holders of its sovereign bonds and with the 
International Monetary Fund. 
This would first apply to short-dated debt 
denominated in pesos as well as dollars but 
issued under local law, Lacunza said. The 
measure will require approval from Congress.  

The news put more selling pressure in early 
European trade on Argentina's dollar-
denominated bonds issued under foreign law. 
The issue maturing in 2028 dropped around a 

cent to a low of 42 cents in the dollar. 
Argentina's century bond, issued in 2017, traded 

at a record low of 43.25 cents after slumping 4 
cents on Wednesday. It has lost more than 30 
cents since the Aug 11 primary election. 
On Wednesday, Argentina's international 
bonds maturing between 2020 and 2027 
perceived to be more vulnerable to a possible 
overhaul in debt - dropped between 5-8 cents 
in price after Lacunza's announcement. 

Its dollar-denominated but locally listed October 

2020 bond, the immediate focus of Buenos 
Aires' overhaul plans, tumbled as much as 23 
cents on Wednesday. It was yet to trade on 
Thursday. 
While markets understood the immediate action 
to be targeting short-term domestic sovereign 

debt denominated in dollars or Argentinian peso, 

it was still unclear exactly how international 
investors might be affected. 
Some investors welcomed Argentina's efforts to 
tackle its debt burden.  
"They haven't got the money, so some 
adjustment is necessary," said Abhishek Kumar, 
lead emerging markets portfolio manager at 

State Street Global Advisors. 
"The measures they take are still unknown, but 
anything is good because it realigns to the 
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reality." 

Markets appear to have expected some kind of 
debt exercise by Argentina: Its stocks and bonds 
have been battered, and the peso has shed 

some 22% of its value against the U.S. dollar 
since the primary election. 
The cost of insuring exposure to the country's 
debt rocketed to 3093 basis points (bps) in 
the five-year credit default swaps (CDS) 

market, according to IHS Markit. The levels, 
which have risen 2000 bps since the primary 
vote, imply a roughly 50% probability of 
default over the next 12 months. 

Calculations based on Wednesday's closing 
levels indicate a default probability over the next 
five years of just over 83%. 
Argentina's current gross debt has surged to 

about $325 billion, or 103.5% of its annual gross 
domestic product, Deutsche Bank calculated. 
"The liquidity crisis is real," Deutsche Bank's 
Hongtap Jiang wrote in a note to clients.  

"Argentina faces both liquidity and solvency 
issues – the latter reflected in an increasing 
trajectory of debt ratios projected unless the 

peso appreciates or remains stable in real terms 
and optimistic growth and fiscal paths are 
assumed." 
There is little sign the latest developments will 
significantly impact other emerging markets. 
While the brewing Argentina stress has spilled 
into neighbouring Brazil, investors say its trade 

links with other emerging economies are limited 
and it comprises a small part of emerging bond 
and equity indexes. 
 
(Reporting by Karin Strohecker, Marc Jones and Tom 
Arnold; Editing by Hugh Lawson) 
((karin.strohecker@thomsonreuters.com; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina bonds drop on multi-billion dollar 
debt reprofiling  

29-Aug-2019  
By Miluska Berrospi and Paul Kilby 
NEW YORK, Aug 29 (IFR) - Argentina bonds 

were several points lower on Thursday after 
the government announced a multi-billion 

dollar reprofiling of its debt overnight.  
The country's Century bond was trading at 
around 41.00, down several points on the day. It 
was a similar story on the 2023s, which were 
trading at 43 cents on the dollar, according a 
broker.  

The government said it wished to extend 

maturities on about US$100bn, including short-
term Treasury notes, local and international law 
bonds as well as debt extended by the 
International Monetary Fund.  
The move comes ahead of presidential elections 
in October, which is expected to result in the 
departure of President Mauricio Macri and a win 

for the more populist candidate Alberto 
Fernandez.  
The country will postpone some US$7bn in 

short-term payments due this year, but 

renegotiating longer term debt is expected to 
take longer. 
"The short-term debt, Letes etc, that will 

happen, but in terms of the local law bonds that 
will require congressional approval and I am not 
sure that the opposition will play ball," said 
Edwin Gutierrez, a portfolio manager with 

Aberdeen Asset Management. 
Aside from the US$20bn in local law bonds, 
the government is also seeking to reprofile 
some US$30bn in foreign law bonds, 
according to Citibank, a process that will 
prove tough going.  

"As for the foreign debt, who will negotiate with 
an outgoing president? It is a non starter," said 
Gutierrez.  

"They have told the banks to come down and I 
am sure there are bankers going down to 
Buenos Aires. That will be the start of a long 
process." 

The government is also looking to delay 
payments on about US$44bn in IMF debt.  

"Fund staff is in the process of analyzing (the 
debt operation) and assessing their impact," the 
IMF said in statement. 
"Staff understands that the authorities have 
taken these important steps to address liquidity 
needs and safeguard reserves."  
 
(Reporting by Miluska Berrospi and Paul Kilby 
Editing by Jack Doran) 
((paulj.kilby@thomsonreuters.com; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

German angst for Argentina bonds after 

S&P slashes rating  

30-Aug-2019  
LONDON, Aug 30 (Reuters) - Argentina's 

battered bonds were driven lower again on 
Friday after a severe credit rating cut from 
Standard & Poor's triggered automatic selling 
mechanisms at some of Germany's giant 
pension funds. 

S&P Global slashed Argentina's rating to CCC- 
into the deepest area of junk debt, saying a plan 
announced on Wednesday by the country's 
government to "unilaterally" extend maturities of 

many of its bonds had triggered a brief default. 
Importantly, it also took the average rating 
between the big three rating firms -- S&P, 
Moody's and Fitch -- down to CCC. For many big 
German institutions that level is classed as too 

risky to hold under Versicherungsaufsichtsgesetz 

or VAG rules. 
It saw Argentina's 2033 euro-denominated 
bonds slump nearly 5 cents and a 2027 version 
drop nearly 2 cents. 
"A CCC rating is actually more meaningful that 
default," Aberdeen Standard's head of emerging 
market sovereign debt Edwin Gutierrez said. 

"German pension funds can't hold CCC so that is 
actually the bigger trigger for selling."  
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(Reporting by Marc Jones; Editing by Tom Arnold) 
((marc.jones@thomsonreuters.com +44 (0) 207 542 
9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 

(c) Copyright Thomson Reuters 2019.  
 
 

S&P Says Argentina Sovereign Ratings 
Raised To 'CCC-/C' From 'SD'  

30-Aug-2019  
Aug 30 (Reuters) - S&P: 
S&P says Argentina sovereign ratings raised 

to 'CCC-/C' from 'sd' following cured default 
on short-term notes; outlook negative. 

S&P says 'CCC-/C' ratings on Argentina reflect 
pronounced credit vulnerabilities and heightened 
risk of non-payment. 
S&P on Argentina says negative outlook reflects 
prospects that macri. Administration might gain 
political backing and engineer a re-profiling this 

year 
S&P says Argentina's negative outlook 
reflects prospects that market turbulence 
amid political uncertainty/inaction may 
compromise timely debt service. 

S&P says raised Argentina's short-term issue 
ratings to 'C' from 'D'. 
S&P says macri administration may advance 

restructuring during current term in office if it 
garners support from argentine congress. 
S&P on Argentina - prospects for 5th 
disbursement under IMF arrangement, direction 
of economic policies post national elections 
remain uncertain. 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. Click For 
Restrictions - 
https://agency.reuters.com/en/copyright.html 
 
 

DBRS Downgrades Republic of 

Argentina to Selective Default on 

Short-Term Debt  

30-Aug-2019  
Date of Release: August 30, 2019 
DBRS Downgrades Republic of Argentina to 
Selective Default on Short-Term Debt 

Industry: Public Finance--Sovereigns 
DBRS, Inc (DBRS) downgraded the Republic of 

Argentina's Long-Term Foreign and Local 
Currency - Issuer Ratings from B/B (high) to CC. 
At the same time, DBRS downgraded the Short-
Term Foreign and Local Currency - Issuer 
Ratings to Selective Default (SD). The Long-

Term Foreign and Local Currency - Issuer 
Ratings have also been placed Under Review 

with Negative implications (URN). KEY RATING 
CONSIDERATIONS  
The downgrade to SD follows Argentina's 
announcement on August 28 that the 
government would seek an extension of 
maturities on a range of debt instruments. 
Details released on August 29 and 30 indicate 
that the rescheduling will apply to Argentina's 

short-term local debt, both peso- and dollar-

denominated. It includes a partial deferment of 

payments on short-term instruments, including 
some that mature on August 30. This deferment 
of payments meets DBRS's definition of default; 

consequently, the Short-Term ratings have been 
downgraded to SD. The authorities also 
announced that they will subsequently launch a 
"voluntary" debt swap to extend maturities on 

additional longer-term securities maturing within 
the next ten years. This expected change in 
duration combined with the implicit threat of 
nonpayment if creditors do not participate in the 
exchange is also likely to meet DBRS's definition 
of default, but the terms and timing of the 

exchange are not yet clear. Consequently, the 
Long-Term Issuer Ratings have been 
downgraded to CC and have been placed Under 
Review with Negative Implications. Assuming 
this rescheduling is sufficient to keep Argentina's 
IMF program on track (particularly the $5.4 
billion September disbursement) and to alleviate 

near-term financing requirements, Argentina's 
outlook is nonetheless expected to remain 
challenging in the wake of the recent election 
results and exchange rate pressures. The loss of 
confidence in the peso, unless reversed quickly, 
will increase risks to debt sustainability given the 
high levels of foreign currency debt. IMF 

forecasts are expected to be revised with 
material adverse effects on growth forecasts, 
inflation and on public debt, though the 
devaluation should reduce somewhat the 
current account deficit and a sizeable portion 
of federal government debt is in the hands of 

other public sector entities. The "Debt and 
Liquidity"and "Political Environment" Building 
Blocks are the primary factors contributing to 

the deterioration in Argentina's credit 
fundamentals. Primary election results from 

August 11 suggest that the opposition 
candidate, Alberto Fernandez, is likely to win the 
general election on October 27. The prospect of 
a Fernandez victory has increased policy 
uncertainty, particularly given the track record 

of his running mate, former President Cristina 
Fernandez. The market reaction has weakened 
the peso significantly (down 21.8% in the three 
weeks since the election), increased spreads 
significantly, and caused the stock market to 
plummet. If elected, DBRS expects Fernandez to 

have limited policy and financing flexibility. In 
the days following the primary elections, 
Fernandez signaled that efforts to gradually 
lower inflation will remain a priority in his 
administration. Nonetheless, Fernandez has 
openly questioned the affordability of 

Argentina's foreign currency debts, particularly 

the payments coming due to the IMF during 
2021-23. Fernandez's policy agenda remains 
unclear, but the return of a less orthodox 
approach to monetary and fiscal policy would 
complicate relations with the IMF and could 
further undermine Argentina's medium-term 
prospects.  

Political uncertainty has increased, limiting near-
term policy options. A Macri victory in the 
presidential election cannot be entirely ruled out, 

mailto:Publicdebtnet.dt@tesoro.it
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but appears unlikely. A Fernandez administration 

may be willing to maintain fiscal discipline in 
support of the central bank's disinflationary 
policies. Nonetheless, risks of prolonged market 

and exchange rate turmoil have increased since 
DBRS's June review. Regardless of who wins, the 
incoming administration is likely to face 
persistent inflationary pressures amid a weak 

economic environment and may struggle to 
obtain new financing in the absence of continued 
close engagement with the IMF. A voluntary 
rescheduling should alleviate the short-term 
pressures on the exchange rate, but DBRS 
expects volatile conditions to persist through the 

election period and subsequent transition. 
Pressure on Argentina's foreign exchange 
reserves may persist, as subsequent 
negotiations over a new program or 
precautionary arrangement may take many 
months. In the absence of continued 
engagement from the IMF and a well-designed 

macroeconomic adjustment program, DBRS sees 
continued risks to debt sustainability in the 
medium-term.  
RATING DRIVERS  
The Long-Term Foreign and Local Currency - 
Issuer Ratings are likely to be downgraded to 
Selective Default (SD), if Argentina compels 

creditors to extend maturities or risk non-
payment. Otherwise, downward pressure on the 
ratings could emerge if (1) fiscal or monetary 
policy discipline weakens considerably in the 
lead up to or following any change in 
administration; or (2) the incoming government 

proves unwilling to make policy commitments 
similar to those agreed under the current IMF 
program, generating continued market 
pressures and limiting the availability of non-

inflationary financing heading into 2020 and 
2021. 
A stabilization of the ratings will likely hinge on 

the administration's commitment to (1) preserve 
fiscal policy discipline; and (2) maintain the 
main pillars of the existing macroeconomic 
program, for example through passage of the 
law on central bank independence. 
RATING COMMITTEE SUMMARY 
The DBRS Sovereign Scorecard generates a 

result in the B (high) - B (low) range. Additional 
considerations factoring into the Rating 
Committee decision included the announced 
reprofiling of Argentina's debt obligations and 
near-term external liquidity position. The main 
points discussed during the Rating 

Committee include Argentina's primary election 
results, implications of exchange rate dynamics 

for domestic inflation, external financing 
requirements, the IMF program and risks to 
future disbursements, and the potential 
implications of policy uncertainty through the 
presidential election and transition period. 

KEY INDICATORS 
Fiscal Balance (% GDP): -5.0 (2018); -2.7 
(2019F); -1.5 (2020F) 
Gross Debt (% GDP): 86.0 (2018); 75.9 
(2019F); 69.0 (2020F) 

Nominal GDP (USD billions): 538.1 (2018); 

477.7 (2019F); 515.4 (2020F) 
GDP per capita (USD thousands): 11.7 (2018); 
10.6 (2019F); 11.3 (2020F) 

Real GDP growth (%): -2.5 (2018); -1.2 
(2019F); 2.2 (2020F) 
Consumer Price Inflation (%, avg): 34.3 (2018); 
43.7 (2019F); 23.2 (2020F) 

Domestic Credit (% GDP): 14.6 (2018) 
Current Account (% GDP): -5.1 (2018); -2.0 
(2019F); -2.5 (2020F) 
International Investment Position (% GDP): 12.5 
(2018) 
Gross External Debt (% GDP): 41.7 (2018) 

Foreign Exchange Reserves (% short-term 
external debt + current account 
deficit): 1.0 (2018); 1.3 (Jun-2019) 
Governance Indicator (percentile rank): 57.1 
(2017) 
Human Development Index: 0.83 (2017) 
 
© DBRS Limited and DBRS, Inc. (collectively, DBRS). 
This publication may not be reproduced in any form, 
whether electronic or otherwise, without the prior 
written consent of DBRS. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Fitch Says Downgrades Argentina to 

'RD'  

30-Aug-2019  

Aug 30 (Reuters) - FITCH: 
Fitch says downgrades Argentina to 'RD'. 
Fitch says Argentina's long-term foreign- and 
local-currency issuer default ratings to 'rd' 
(restricted default) from 'ccc'. 

Fitch says has downgraded Argentina's short-
term foreign- and local-currency idrs to 'rd' from 

'C'. 

Fitch says downgrade of Argentina's ratings 
follows government's unilateral extension of 
repayment on certain debt obligations effective 
aaug 30. 
Fitch says believes Argentina is in default on its 
sovereign obligations and that this development 
constitutes a 'distressed debt exchange' (dde). 

Fitch says strong showing by opposition 
candidate in August 11 primary elections showed 
high likelihood of change in Argentina 
government after oct general elections. 
Fitch, on Argentina, says August 11 election 
pointed to heightened risks of policy 

discontinuity, prompted sharp depreciation of 
currency.- 
Fitch, on Argentina, says August 11 election 
prompted widening of sovereign spreads. 

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

Moody's Downgrades Argentina's 

Ratings to CAA2  

30-Aug-2019  
Aug 30 (Reuters) - Moody's: 
Moody's downgrades Argentina's ratings to 

mailto:Publicdebtnet.dt@tesoro.it


  

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

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

  21 

CAA2; places ratings under review for 
downgrade. 

Moody's says downgraded AArgentina's foreign-
currency and local-currency long-term issuer 

and senior unsecured ratings to CAA2 from B2. 
Moody's says Argentina's senior unsecured 
ratings for shelf registrations were also 
downgraded to (p) CAA2 from (p) B2. 
Moody's says outcome of Argentina's primary 

elections in Aug implied high probability of 
victory in Oct presidential election for the 
opposition candidate. 
Moody's - decision to downgrade Argentina 
reflects assessment of losses expected should 
restructuring involve limited reprofiling of debt 

maturities. 
Moody's - decision to downgrade Argentina's 
ratings reflects rising expectation of losses for 
investors due to mounting pressures on 
government's finances. 
Moody's says at this early stage it is very 

unclear what Argentina's government will wish, 

or be able, to achieve from proposed 
'reprofiling'. 
Moody's - consequences of Argentina's delays in 
repayment of over $8 billion of short-term debt, 
intention to seek 'voluntary reprofiling' of 
longer-term debt are unclear. 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil posts primary deficit of 2.76 bln 

reais in July  

30-Aug-2019  
BRASILIA, Aug 30 (Reuters) - The Brazilian 

government posted a primary fiscal deficit of 
2.76 billion reais ($667.4 billion) in July, the 
central bank said on Friday, around half the 
5.2 billion reais deficit economists had 

expected. 

For the 12 months to July, the primary deficit, 
comprising the central government, regional 
governments and state-owned enterprises 
before interest payments are factored in, was 
1.41% of gross domestic product, the central 
bank said. 

Brazil's gross debt as a share of GDP rose to 
79.0% while net public sector debt rose to 
55.8% of GDP, the central bank said. 
 
($1 = 4.14 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.  
 

 

Brazil 2020 budget proposals show no 

let-up in squeeze  

30-Aug-2019  
By Marcela Ayres and Gabriel Ponte 

BRASILIA, Aug 30 (Reuters) - Brazil's 

government faces another year of strict fiscal 
discipline, its 2020 budget proposals on 
Friday showed, as it battles to bring spending 
under control, shrink the deficit, and gradually 
move the public accounts closer to balance.  

In order to meet these increasingly difficult 
challenges, the government will put forward a 
constitutional amendment to existing budget 

rules, Waldery Rodrigues, special secretary to 
the Economy Ministry, said. 
"The government will send a constitutional 
amendment proposal in due course that will 
confront this budget problem head on, there is 
no way we can manage the budget with current 

rules," Rodrigues told reporters in Brasilia. 

Next year will be the seventh consecutive year 
in which public spending will exceed revenues, 
severely restricting the government's scope to 
pay off debt, invest or ease fiscal policy. 
As a result, investment spending will fall next 
year to 19.36 billion reais, the lowest level in at 
least a decade, from an already historical low of 

around 27 billion reais this year. Discretionary 
spending is projected to be 89.3 billion reais 
The 2020 budget proposals show the 
government expects to post a primary deficit, 
before interest rate payments are taken into 
account, of 124.1 billion reais ($30 billion), 
which would follow this year's expected 
deficit of 139 billion reais. 

That will derive from an anticipated social 

security deficit of 244.2 billion reais, partially 

compensated for by a 120.1 billion reais surplus 
at the Treasury and central bank.  
Brazil's nominal budget deficit, which includes 
interest payments, is much wider and poses a 
more serious problem, Rodrigues said, adding 

that he hopes it can be reduced to 5.4% of gross 
domestic product by 2022 from around 6.5% 
currently, through asset sales, privatizations and 
concessions.  
"Spending must be reduced, and it will be," 
Rodrigues said. "A better primary balance is a 
necessary, but not sufficient, condition for fiscal 

balance ... but our biggest concern is with 
nominal deficit. Our main goal is to improve the 
nominal balance," he added.  
The 2020 budget proposals also note that the 
government faces a shortfall of 367 billion reais 

to meet its "golden rule" prohibiting the issuance 
of debt to pay for current spending, which 

Rodrigues said will be met by a bill seeking 
supplementary credit.  
Brazil's government expects the economy to 
grow by 2.17% next year and inflation to come 
in at 3.91%, the report showed. 
 
($1 = 4.14 reais) 
(Reporting by Marcela Ayres and Gabriel Ponte 
Writing by Jamie McGeever 
Editing by Jonathan Oatis and Leslie Adler) 
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((jamie.mcgeever@thomsonreuters.com; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile finance minister announces new 

stimulus to kickstart sputtering 

economy  

26-Aug-2019  
By Natalia A. Ramos Miranda 
SANTIAGO, Aug 26 (Reuters) - Chile's Finance 

Minister announced on Monday $600 million in 

additional stimulus in an effort to kick-start 
the top copper producer's sputtering 
economy, which has suffered from a downturn 
in mining and global trade tensions. 

Finance Minister Felipe Larrain said the 

administration of center-right President 
Sebastian Pinera planned to inject the funding, 
drawn from elsewhere in the country's budget, 
into road construction, subsidized housing, 

healthcare and water projects through 2020. 
"The trade wars have worsened and Chile is not 
immune," Larrain told reporters. 
Chile, which produces nearly one-third the 
world's copper, has suffered amid floundering 
global prices for the red metal. Heavy rains in 

the country's normally parched northern desert, 
home to many of its mines, labor strife and a 
blistering drought in its central agricultural 
region have also taken their toll. 
Larrain said $63 million was earmarked for 
irrigation projects intended to help ease the pain 
of drought in central Chile, a region rich in 

vineyards and other fruit production. 
Chilean officials have repeatedly downgraded 
expectations for growth in 2019, prompting the 
Pinera administration to implement $3 billion in 
new stimulus projects over the past several 
months.  
Larrain in July estimated the economy would 

grow 3.2% in 2019, down from a previous 
estimate of 3.5% in April. 
 
(Reporting by Natalia Ramos; Writing by Dave 
Sherwood; Editing by Sandra Maler) 
((dave.sherwood@thomsonreuters.com; +56 9 9138 
1047, +56 2 2370 4224; Reuters Messaging: 
dave.sherwood.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 
 

Commonwealth Secretariat - African 

members set for switch to state-of-the-

art debt management system  

30-Aug-2019  
Finance ministries and central banks from 

eastern and southern Africa have been given 
expert training to prepare them for switching 

to the Commonwealth's new state-of-the-art 
public debt management system.  

The Commonwealth partnered with the 
Macroeconomic and Financial Management 

Institute of Eastern and Southern Africa (MEFMI) 
to organise a five-day regional workshop in 
Eswatini to educate debt officials on getting their 
databases ready for seamless migration to 
Commonwealth Meridian.  

Pamella McLaren, adviser and head of the 
Commonwealth's Debt Management Unit and 
Nompumelelo Dlamini, Eswatini Ministry of 
Finance undersecretary, opened the workshop 
and welcomed delegates from Botswana, 
Eswatini, Lesotho, Malawi, Mozambique, 

Namibia, Seychelles, South Africa and Tanzania.  
The delegates were guided through a six-phase 
programme for transitioning to Commonwealth 
Meridian and took part in interactive discussions 
on the importance of data quality and controls to 
ensure data integrity.  
Josephine Tito, the debt management 

programme manager at MEFMI, said: 'This 
workshop is highly relevant given that 
maintenance of comprehensive public debt 
databases and the availability of accurate 
statistics is critical for effective public debt 
management operations and MEFMI has set 
aside funds to assist member countries with 
preparations for moving to Commonwealth 
Meridian.'  

She added: 'Our member countries have greatly 
benefitted from the continued collaboration with 

the Commonwealth Secretariat on coordinated 
interventions that contribute to the common 
goal of improving capacity for public debt 
management. This support is greatly appreciated 
and we expect MEFMI member countries to 
migrate to Commonwealth Meridian so they can 

benefit from the enhanced features the new 

Commonwealth Meridian system offers.'  
Through its Debt Management Programme, the 
Commonwealth has been partnering with MEFMI 
for many years to build the capacity of debt 
management officials in the eastern and 
southern African region.  

The workshop follows the successful launch of 
Commonwealth Meridian in June in London.  
The new web-based resource replaces the 
Commonwealth's flagship software tool CS-
DRMS, which is used by more than 60 countries, 
including half of sub-Saharan Africa as well as 
non-Commonwealth members.  

The new software builds on the successes of the 
Commonwealth's ongoing debt management 
work, with Secretary-General Patricia Scotland 

describing it as an essential tool for debt 
managers and policy makers.  
Find out more information about Commonwealth 
Meridian here.  

 
(C) Copyright 2019 - Commonwealth Secretariat 
©Thomson Reuters 2019. All rights reserved.  
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Egypt 

Moody's Says Egypt's Credit Profile 

Reflects Very Large Government 

Financing Needs  

29-Aug-2019  
Aug 29 (Reuters) - Moody's: 
Moody's says Egypt’s credit profile reflects 
very large government financing needs. 

Moody's, on Egypt, says debt affordability to 
remain very weak and financing needs very 

large over the next few years. 
Moody's says Egypt's domestic political stability 
has improved, but security risks linger in certain 
areas, fueling event risk. 
Moody's, on Egypt, says wide fiscal deficits 
and high government debt levels are expected 
to decline gradually. 

Moody's says Egypt's credit profile reflects its 

weak, though gradually improving, government 
finances & it’s very large government financing 
needs amid high rollover rates. 
Moody's, on Egypt, says expects domestic 
borrowing costs to gradually decline as the level 
effects of energy price and tariff hikes dissipate. 

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

Mozambique 

Mozambique formally launches 

restructuring offer for 2023 Eurobond  

27-Aug-2019  

JOHANNESBURG, Aug 27 (Reuters) - The 

Mozambican government formally launched 
an exchange offer for its defaulted 2023 
Eurobond on Tuesday, seeking the consent of 

bondholders for a restructuring that would 
ease pressure on its strained public finances. 

Mozambique said in May it had agreed a 
restructuring deal "in principle" with the majority 
of the holders of the dollar-denominated bond, 
one of the instruments at the centre of a hidden 
debt scandal that triggered a currency collapse. 
In the exchange offer, Mozambique said 

settlement of the restructuring of the bond was 
expected to occur on Sept. 30, if the offer was 
approved by at least 75 percent of bondholders. 
 
(Reporting by Alexander Winning and Karin 
Strohecker; Editing by Alison Williams) 
((alexander.winning@tr.com; +27 11 595 2801)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Group of Mozambique Eurobond 

creditors to support government 

Eurobond swap plan  

27-Aug-2019  

JOHANNESBURG/LONDON, Aug 27 (Reuters) - 
Mozambique is edging a step closer to 

overhauling its debt burden after a large 
group of eurobond creditors confirmed on 

Tuesday they intended to support a debt swap 
for which the government officially sought 
consent earlier in the day.  

Mozambique said in May it had agreed a 
restructuring deal "in principle" with the majority 
of the holders of the dollar-denominated bond, 
one of the instruments at the centre of a hidden 
debt scandal that triggered a currency collapse. 

In a statement, Mozambique said it had set a 
deadline of getting the backing of at least 75% 
of the bonds by value by September 6 and 
expected settlement of the restructuring of the 
bond to occur on Sept. 30. 
Mozambique needs to get the support of three 
quarters to activate the collective action clause. 
The Global Group of Mozambique Bondholders 
(GGMB), representing holdings of around 68% 
of the defaulted 2023 issue, said in a 
statement they planned to support the swap. 

The overhaul of the $727 million 2023 notes will 

see the issuance of $900 million of new bonds 
maturing in 2031. The amortising bond comes 
with an interest rate of 5% up to September 

2023 and 9% thereafter until maturity. The 
proposal also includes up to $40 million in cash 
payments.  
Mozambique's debt restructuring has been 
complicated by a number of legal proceedings in 
the country itself and abroad.  
In June, Mozambique's top court ruled that an 

$850 million Eurobond issued by state-run tuna-
fishing company Ematum in 2013 was illegal.  
In 2016, this bond was restructured into the 
2023 issue - now earmarked for its second 
overhaul - which is governed by English law. 
Civil society advocates and creditors are at odds 

over whether the ruling would have any impact 

on the government's current efforts to 
restructure its debts. 
The government also pointed out in the 
memorandum that it had not yet obtained all 
administrative approvals to issue the new bonds, 
and said this could result in the consent 

solicitation being cancelled or the process being 
delayed.  
Mozambique will hold presidential, parliamentary 
and provincial elections on Oct. 15. 
The members of the GGBM include funds 
managed or advised by Farallon Capital Europe 
LLP, Greylock Capital Management, LLC, 

Mangart Capital Advisors S.A. and Pharo 
Management LLC. 
 
(Reporting by Alexander Winning and Karin 
Strohecker; Editing by Alison Williams and Gareth 
Jones) 
((karin.strohecker@thomsonreuters.com; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa risks tax revolt, bailouts 
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over govt graft  

26-Aug-2019  
JOHANNESBURG, Aug 26 (Reuters) - South 

Africans could start withholding their tax 
payments due to years of corruption which 
might force the country to seek an 
international bailout, the chief of the revenue 
service said on Monday. 

Africa's most industrialised economy has seen 

revenue collection fall sharply since 2015 due to 
weak economic growth and maladministration, 
leading President Cyril Ramaphosa to fire the 
revenue service boss last November in the wake 
of a judicial inquiry that has triggered an 
executive clean out.  
New Revenue Service (SARS) commissioner 

Edward Kieswetter, hired in March, told a tax 
conference in Johannesburg that falling trust in 
the collector by individuals and companies had 
led to rising levels of tax avoidance and fraud, 
bleeding billions from government.  

"When public trust wanes, as is the current case, 

then tax payers feel morally justified to withhold 
or manipulate their taxes," Kieswetter said. 
"When revenue collection is undermined it traps 
us in vicious cycle of revenue decline, as we've 
experienced, and consequently the need to go 
with begging bowls to borrow money, which 
effectively mortgages our future."  
Earlier in August the International Monetary 
Fund (IMF) said the country's debt levels had 
reached "uncomfortable" levels, but that the 
country had not yet reached the point of 
requiring a bailout.  

But with economic growth flagging, contracting 
3.2% in the first quarter, South Africa collected 
1.287 trillion rand ($91 billion) in tax in the 
2018/19 fiscal year, 15 billion rand short of the 

government's target, and is likely to miss its 
2019/20 target of 1.4 trillion rand. 
An extra 59 billion rand of financial support for 
state power firm Eskom, on top of a 230 billion 
rand bailout spread over the next decade, is set 
to push the 2019/20 budget deficit beyond the 
4.5% of gross domestic product forecast by 

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