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ASIA 
 

Armenia 

Fitch affirms Armenia at 'B+' outlook 

stable  

30-Jun-2017  
June 30 (Reuters) -  
Fitch affirms Armenia at 'B+'; outlook stable. 
Fitch says has affirmed Armenia's long-term 
foreign- and local-currency issuer default 

ratings (IDR) at 'B+' with stable outlook. 

Fitch says issue ratings on Armenia's senior 
unsecured foreign-currency bonds have also 
been affirmed at 'B+'. 
Fitch on Armenia - country ceiling has been 
affirmed at 'BB-' and short-term foreign- and 
local-currency IDRs at 'B'. 
Fitch on Armenia- in event of changes to 

composition of government, Fitch expects 

general direction of economic policy to be 
unaffected. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

 

China 

China's outstanding foreign debt rises 

to $1.44 trln at end-March  

30-Jun-2017  
BEIJING, June 30 (Reuters) - China's 

outstanding foreign debt rose to $1.44 trillion 
at the end of the first quarter from $1.42 
trillion at the end of 2016, the foreign 
exchange regulator said on Friday. 

Short-term foreign debt stood at $916.4 billion 
at end-March, up from $870.9 billion at the end 
of last year, the regulator said. 
Short-term foreign debt accounted for 64 

percent of the total at the end of March, while 
medium- and long-term debt made up 36 
percent of the total, the State Administration of 
Foreign Exchange said in a statement on its 
website. 
China's foreign debt increased steadily in the 
first quarter and the country will continue to 

fend off foreign debt risks, the FX regulator said 
in a note accompanying the statement. 
 
(Reporting by Beijing Monitoring Desk; Editing by Shri 
Navaratnam) 
(( LushaZhang1@thomsonreuters.com ; 8610-

mailto:Publicdebtnet.dt@tesoro.it
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66271276;)) 
 
 

India 

Fitch: Indian Loan Waivers are a Risk 

to Fiscal Consolidation  

29-Jun-2017  
MUMBAI/HONG KONG/SINGAPORE, June 28 
(Fitch) The farm loan-waiver schemes being 

discussed and rolled out across an increasing 
number of Indian states could have a 
significant impact on state government 
finances, and might undermine efforts to 
bring down general government debt, says 

Fitch Ratings. The impact on India's debt 

dynamics and capital spending will depend on 
the total size of loans waived, how the scheme is 
financed, and whether there are possible offsets 
from cuts to other forms of spending, including 
capital projects. 
Larger state deficits would delay an expected 

gradual reduction in general government debt, 
which includes central and state government 
debt. When India's rating was affirmed at 'BBB-
'/Stable in May, Fitch forecast general 
government debt to fall to 64.9% of GDP by 
FY21, from 67.9% in FY17, and we highlighted 
that potential changes to India's fiscal position 

are a rating sensitivity. Public finances are a key 
weakness in India's sovereign credit profile, with 

general government debt well above the 'BBB' 
median of 40.9% and the fiscal deficit of 6.6% 
of GDP in FY17 much higher than the 'BBB' 
median of 2.7%. 
India's central government has gradually 
consolidated its fiscal position in recent years, 
and has indicated it will not participate in the 
waivers. However, the combined finances of 
the states - which are included in general 
government debt and deficits - have been 
under pressure. Public pay hikes, election 
spending and higher interest costs stemming 
from the UDAY scheme - under which state 
governments have taken on debt from power 
distribution companies - are all likely to add 
to expenditure. 

There is a risk that farm loan waivers - which we 
have not previously factored into our 
assumptions - will lead to further fiscal slippage 
at the state level or will reduce the funds 
available for public investment. The central 
government has the authority to block states 
from borrowing to finance persistently large 

deficits, but it could be reluctant ahead of 
approaching elections in some states, and with 
the 2019 Lok Sabha election drawing nearer. 
The last widespread farm loan-waiver scheme 
was rolled out in 2008 by the central 
government, and covered 43 million farmers. It 
reportedly cost around 1.3% of GDP. The 

combined cost to the states could also become 
large this time. Schemes have already been 
announced in Uttar Pradesh, Maharashtra, 
Punjab and Karnataka, which account for around 
one-third of India's population. Other 

governments are likely to feel pressure to 

implement similar policies, particularly in states 

with upcoming elections. A roll-out across much 
of India is not unthinkable. 
Banks could also be affected by the waiver 
schemes. The schemes will benefit banks to the 
extent that they offload farm loans with weak 
repayment prospects to state governments. 

Uniform farm loan waivers could lead to moral 
hazard and weaken the general repayment 
culture among financially healthy farmers, but 
they will still have an incentive to repay loans in 
order to retain access to future funding. 
Agricultural loans account for 14% of total bank 

lending, according to the Reserve Bank of India, 
and are equivalent to around 6.5% of GDP. 
 
Media Relations: Bindu Menon, Mumbai, Tel: +91 22 
4000 1727, Email: bindu.menon@fitchratings.com; 
Leslie Tan, Singapore, Tel: +65 67 96 7234, Email: 
leslie.tan@fitchratings.com; Wai-Lun Wan, Hong Kong, 
Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

India's April-May fiscal deficit at $57.7 

bln  

30-Jun-2017  
NEW DELHI, June 30 (Reuters) - India's fiscal 

deficit  touched 3.73 trillion rupees ($57.69 
billion) during April-May period or 68.3 

percent of the budgeted target for the current 
fiscal year that ends in March, government 
data showed on Friday. 

The fiscal deficit was 42.9 percent of the full-
year target during the same period a year ago. 
Net tax receipts in the first two months of 
2017/18 fiscal year were 676.7 billion rupees, 
the data showed. 

India aims to bring down its federal fiscal deficit 
to 3.2 percent of gross domestic product in 
2017/18 compared with 3.5 percent in the 

previous year. 
 
($1 = 64.6575 Indian rupees) 
(Reporting by Manoj Kumar; Editing by Malini Menon) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 
 
 

Indonesia 

Fitch Rates Indonesia's Foreign-

Currency Bonds 'BBB-(EXP)'  

29-Jun-2017  

HONG KONG, June 29 (Fitch) Fitch Ratings has 

assigned Indonesia's forthcoming foreign-
currency bonds, issued under the republic's 
global medium-term note programme, an 

expected rating of 'BBB-(EXP)'. The Indonesian 

mailto:Publicdebtnet.dt@tesoro.it
mailto:bindu.menon@fitchratings.com
mailto:leslie.tan@fitchratings.com
mailto:wailun.wan@fitchratings.com
http://www.fitchratings.com/
mailto:manoj.kumar@thomsonreuters.com
rm://manoj.kumar.thomsonreuters.com@reuters.net/
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authorities have said the offering will comprise 

intermediate maturity euro-denominated bonds 

and/or intermediate- to long-dated US dollar-
denominated bonds. 
KEY RATING DRIVERS 
The expected rating is in line with Indonesia's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) of 'BBB-' with a Positive Outlook. 

RATING SENSITIVITIES 
The rating would be sensitive to any changes in 
Indonesia's Long-Term Foreign-Currency IDR. 
In December 2016, Fitch affirmed Indonesia's 
Long-Term Foreign-Currency IDR at 'BBB-' and 
revised the Outlook to Positive. The Long-Term 

Local-Currency IDR is also 'BBB-' with a Positive 
Outlook. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Lebanon 

Fitch: Lebanon Election Deal Shows 

Gradual Political Progress  

26-Jun-2017  
HONG KONG/LONDON, June 26 (Fitch) The 

agreement on a new electoral law for Lebanon 
avoids a political crisis, but highlights the 
limitations of the country's sectarian-based 
political system, Fitch Ratings says. 

Lebanon's parliament approved the new law on 
16 June 2017, following cabinet approval of a 
cross-party agreement to adopt proportional 
representation and reduce the number of 

electoral districts. Elections had been due by 20 
June, but parliament will now be extended again 
while preparations are made for a vote under 
the new system in May 2018. 
Changing the electoral law to facilitate elections 
is another step towards improving political 
effectiveness, following the election of Michel 

Aoun as president last October after more than 
two years without a president, and the formation 
of a new government, drawn from across the 
political spectrum, in December. It has averted 
an impending political crisis, as Aoun had 
effectively set a 20 June deadline, and illustrates 
the ability of the main political factions in 

Lebanon to achieve compromises, albeit slowly 
and at the last minute. 
Maintaining this modest political momentum 
could further improve the prospects for policy 
making. The current government has largely 

been occupied with electoral law discussions, 
but it has also reinvigorated the oil and gas 

licensing process and agreed on a 2017 
Budget, although this has not yet been 
approved by parliament. 
But repeated delays in the political process - the 
2018 elections will be the first since 2009 and 
the new budget is the first state budget 

approved by a cabinet for 12 years - illustrate 

the constraints of Lebanon's sectarian political 

system, which have been made worse by the 
Syrian civil war. The new electoral law is unlikely 
to significantly change this system. Government 
formation after next year's election may once 
again be a drawn-out process. 
High and persistent political and security risks 

are reflected in Lebanon's low sovereign 
rating, affirmed at 'B-'/Stable in February 
2017, alongside high public debt and anaemic 

economic growth. Political progress since 
November appears to have boosted the 
Lebanese diaspora's confidence in the country's 
economy. Deposit growth was 8.2% yoy in April 
2017, sufficient to fund government borrowing, 

which depends on the channelling of deposits 

and remittances via the financial system, and 
ensure moderate credit growth to the private 
sector. Foreign-exchange deposits were 11% 
higher than a year earlier, and gross foreign-
exchange reserves were 7.6% higher, although 
they had declined from February and March 

levels. 
Deposit growth may have been boosted by 
Aoun's election and the formation of a 
government, having dropped to less than 5% 
yoy for much of 1H16. However, reserves and 
deposits had also been boosted by a financial 
engineering operation by Banque du Liban 

(BdL), which sold eurobond holdings and foreign 
exchange-denominated certificates of deposit 

(CD), worth around USD13 billion to banks over 
several months last year. At the same time, BdL 
offered to discount at a premium equivalent 
amounts of Lebanese pound T-bills and CDs held 

by banks. The operation buoyed growth in non-
resident deposits, as banks offered attractive 
conditions for foreign-exchange deposits to 
participate in BdL's operation. The risk is that as 
the effect of this operation wanes, deposit 
growth will again come under pressure. 
Recent political developments can help 

sustain positive sentiment, but rising public 
debt, up 8.6% yoy in March 2017, means that 
Lebanon remains vulnerable to a recurrence 
of political paralysis that dents confidence and 

deposit and remittance flows. Tougher US 
sanctions against Hizbollah could also directly or 
indirectly affect foreign flows into Lebanon and 
its banking sector, although these have not yet 
been formally proposed as a bill. 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
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Philippines 

Moody's affirms Philippines' Baa2 

rating, maintains stable outlook  

27-Jun-2017  
June 27 (Reuters) - Moody's:  
Moody's affirms Philippines' Baa2 rating, 
maintains stable outlook. 
Moody's on Philippines - affirmation of the 
Baa2 rating and the assignment of a stable 
outlook balances positive and negative 
factors. 

Moody's-Philippines' rating reflects high 

economic strength that balances large scale and 
rapid growth against low per capita income 

relative to peers. 
Moody's - Philippines' country ceilings remain 
unchanged. 
Moody's-Philippines' rating reflects high 
economic strength that balances country's large 

scale, rapid growth against low per capita 
income relative to peers. 
 
(( bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Philippines plans $3.9 bln local 

borrowing in Q3, up 27 pct vs Q2  

27-Jun-2017  

MANILA, June 27 (Reuters) - The Philippines' 

Bureau of the Treasury (BTr) said on Tuesday 
it plans to raise as much as 195 billion pesos 
($3.9 billion) from the local debt market in 
the third quarter, 27 percent more than the 

amount it raised in the current quarter. 

It issued nearly 154 billion pesos worth of 
Treasury bills and bonds in the June quarter, 
based on Reuters Eikon data. That was below a 
borrowing plan of as much as 180 billion pesos. 
The offer size is kept at 15 billion pesos for each 
of the seven T-bill auctions and six T-bond 

auctions scheduled in the third quarter, the BTr 
said in a notice to government securities 
dealers. 

Manila plans to ramp up local and foreign 
borrowing next year to about 890 billion pesos 
to help finance higher spending and pay off 
debts, from this year's revised borrowing plan of 

727.6 billion pesos. 
 
($1 = 50.2430 Philippine pesos) 
(Reporting by Enrico dela Cruz; Editing by Vyas 
Mohan) 
(( enrico.delacruz@thomsonreuters.com ; +632 841-
8934; Reuters Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
 
 

Qatar 

Qatar CDS hit 16-mth high, Saudi 

highest since Jan -IHS Markit  

30-Jun-2017  

LONDON, June 30 (Reuters) - The cost of 

insuring exposure to Qatari debt rose on 
Friday to a fresh 16-month high as the 
diplomatic crisis that has isolated the tiny Gulf 
state rumbled on. 
Qatar five-year credit default swaps (CDS) rose 
2 basis points (bps) from Thursday's close to 
123 bps, the highest since February 2016, 
according to data from HIS Markit. 

Saudi Arabia five-year CDS also rose 2 bps to 
114 bps, the highest since January. 
Saudi Arabia, the United Arab Emirates, Bahrain 
and Egypt cut diplomatic ties with Qatar on June 
5 and imposed economic sanctions, accusing it 
of funding terrorism - a claim Qatar rejects. 
 
(Reporting by Claire Milhench, editing by Karin 
Strohecker) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
 
 

Saudi Arabia 

Saudi GDP falls for first time since 

financial crisis as oil output cut  

30-Jun-2017  
By Andrew Torchia 
DUBAI, June 30 (Reuters) - Saudi Arabia's 

gross domestic product shrank from a year 
earlier in the first quarter of 2017 for the first 
time since the global financial crisis, but the 

private sector strengthened gradually, official 
data showed on Friday. 

GDP, adjusted for inflation, shrank 0.5 percent 
year-on-year between January and March, its 
first fall since 2009. That was almost entirely 
because of a 2.3 percent contraction in the oil 
sector, as Saudi Arabia cut its crude output 

under a global deal among producing countries 
to prop up prices. 
The non-oil government sector of the 
economy shrank 0.1 percent, showing Riyadh 
continued to keep a tight rein on state 
spending as it tried to cut a big budget deficit 
caused by low oil prices. 

But the non-oil private sector grew 0.9 percent, 
accelerating from a revised 0.5 percent in the 

fourth quarter of last year. It was the fastest 
private sector expansion since the fourth quarter 
of 2015. 
Private businesses have been hit hard by 
government austerity measures, including 
higher domestic energy prices and delays in the 
government paying its debts to companies. Late 

last year, however, Riyadh began settling its 
debts more promptly, boosting the private 
sector. 
The outlook for growth in the rest of this year is 
murky. In recent weeks Riyadh has eased its 

austerity drive slightly, restoring financial 
allowances to public sector employees, and this 

should help consumption slightly. 
Also, the government plans to introduce a 5 
percent value-added tax at the start of 2018, so 

mailto:Publicdebtnet.dt@tesoro.it
mailto:bangalore.newsroom@thomsonreuters.com
mailto:enrico.delacruz@thomsonreuters.com
rm://enrico.delacruz.thomsonreuters.com@reuters.net/
mailto:claire.milhench@thomsonreuters.com
rm://claire.milhench.thomsonreuters.com@reuters.net/
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there may be a consumption mini-boom in the 

preceding months as Saudis make big-ticket 

purchases to avoid the tax. 
But some austerity steps are going ahead this 
year, such as higher residence fees for 
expatriates, who make up about a third of the 
population. Also, the oil output deal extends 
through the end of 2017, so the oil sector will 

continue to drag on growth. 
Despite the deal, the Brent oil price is back 
around $48 a barrel - not far above its level 
when Riyadh originally agreed on the deal late 
last year - which may mean the government has 
less money to spend on kick starting economic 

projects than the private sector has been 
hoping. 
 
(Reporting by Andrew Torchia; Editing by Hugh 
Lawson) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Singapore 

What are Singapore Savings Bonds?  

25-Jun-2017  
Introduced in July 2015, the Singapore 
Savings Bonds (SSB) give retail investors a 
regular interest payment every six months. 
The bonds are issued on the first business day of 

the month. The longer investors hold the bonds, 
the higher the interest payment they receive 
over the life of the bonds, which is capped at 10 
years. 
The step-up interest rates are determined based 
on the average rates of benchmark Singapore 
Government Securities the month before the 

issuance. 
WHAT DOES THE TERM REFER TO? 
Investors can buy the bonds through their 
Central Depository securities accounts. 
Investors have the flexibility to redeem SSBs in 
any month without additional penalties, although 

there is a $2 transaction fee. 

The minimum amount for each investment is 
$500, and each individual investor can invest up 
to $50,000 in each issue and a total of $100,000 
in different SSBs. Investors do not need to pay 
tax on the interest received. 
WHY ARE THEY IMPORTANT? 

SSBs offer several benefits, which include having 
almost zero default risk because the 
Government guarantees the interest payment 
and the initial capital investment. Singapore has 
a credit rating of "AAA", which represents the 
lowest possible default risk. 
The bonds also give investors flexibility and 

higher interest payments if they invest for 

longer. For instance, for this month's SSB, the 
effective annual return comes to 1.02 per cent in 
the first year and 2.16 per cent for a 10-year 
holding horizon. 
The bonds offer reasonable diversification 

benefits because stocks and bonds are usually 

not highly correlated. For buy-and-hold or risk-

averse investors, SSBs could be a reasonable 

vehicle to consider if they want to diversify. 
The main difference between an SSB and a 
traditional bond is that there is no capital gain 
from buying and redeeming an SSB because it 
is sold and redeemed at the same value and 
there are no transactions allowed between 
SSB investors. So interest income is the only 
gain from an SSB investment. 

IF YOU WANT TO USE THE TERM, JUST SAY: 

"SSBs can offer higher interest rates over a 
longer holding horizon, but are flexible enough 
to let the bond holders exit any time if better 
investment opportunities arise." 
 
The writer is senior lecturer of the department of 
finance at National University of Singapore (NUS) 
Business School. The opinions expressed do not 
represent the views and opinions of NUS. 
Copyright (c) 2017 SPH 
©Thomson Reuters 2017. All rights reserved. 
 
 

South Korea 

South Korea to sell 7.1 trln won T-

bonds in July  

29-Jun-2017  
SEOUL, June 29 (Reuters) - South Korea plans 

to sell 7.1 trillion Korean won ($6.23 billion) 
worth of treasury bonds through auctions in 
July, less than 7.7 trillion won worth planned 
for June, the finance ministry said on 
Thursday. 

The Ministry of Strategy and Finance also said it 

would buy back 3 trillion won worth of treasury 
bonds ahead of maturity in July. It will also 
exchange 100 billion won worth of existing paper 
with new debt. 
 
($1 = 1,139.7900 won) 
(Reporting by Dahee Kim)  
((Dahee.Kim@thomsonreuters.com; +82 2 3704 
5643; Reuters Messaging: 
dahee.kim@thomsonreuters.com)) 
 
 

Thailand 

Thailand plans to sell $3.77 bln of govt 

bonds in July-Sept  

28-Jun-2017  
BANGKOK, June 28 (Reuters) - Thailand plans 

to sell 128 billion baht ($3.77 billion) of 
government bonds in the July-September 
quarter to help restructure debt, the finance 
ministry said on Wednesday. 

The bonds will have maturities of between five 
and 49 years, the ministry said in a statement. 

That compares with 138 billion baht of 
government bond sales planned for the previous 
quarter.  
 
($1 = 33.98 baht) 
(Reporting by Satawasin Staporncharnchai; Writing by 

mailto:Publicdebtnet.dt@tesoro.it
mailto:dahee.kim@thomsonreuters.com)
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Orathai Sriring; Editing by Shri Navaratnam) 
(( orathai.sriring@thomsonreuters.com ; +662 
6489729; Reuters Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

Albania 

Albania to offer 13.9 bln leks (105.3 

mln euro) in govt bills on July 4  

27-Jun-2017  
TIRANA (Albania), June 27 (See News) - 
Albania's finance ministry will offer a 
combined 13.9 billion leks ($118.9 
million/105.3 million euro) worth of six-
month Treasury bills and one-year 
government securities in an auction on July 4, 
the central bank said. 

The finance ministry will offer 5 billion leks in 
six-month T-bills. At the previous similar auction 
held on May 9, investors bought 3.18 billion leks 

worth of government paper, as the yield ticked 
up to 1.54% from 1.52% in April. 
The ministry will also offer 8.9 billion leks in 
one-year government securities. Last week it 
sold 9.2 billion leks of one-year T-bills, as the 
yield edged up to 2.06% from 2.03% previously. 
 
(1 euro = 131.996 leks) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Belarus 

Fitch Rates Belarus's USD Bonds 'B-'  

30-Jun-2017  
LONDON, June 30 (Fitch) Fitch Ratings has 

assigned Belarus's USD800 million 6.875% 
notes maturing 2023 and USD600 million 
7.625% notes maturing 2027 'B-' ratings. 
Proceeds from this issuance will be used to 
refinance public external debt. 

KEY RATING DRIVERS 

The bond rating is in line with Belarus's Long-
Term Foreign Currency Issuer Default Rating 
(IDR) of 'B-'. 
RATING SENSITIVITIES 
The bond rating would be sensitive to changes in 
Belarus's Long-Term Foreign Currency IDR, 

which Fitch affirmed at 'B-' with a Stable Outlook 
on 3 February 2017. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

 

Bulgaria 

Bulgaria's gross foreign debt falls 

2.8% y/y in April  

28-Jun-2017  
SOFIA (Bulgaria), June 28 (See News) - 
Bulgaria's gross foreign debt totalled 34.11 
billion euro ($38.75 billion) at the end of 
April, down by 2.8% year-on-year, the central 
bank said on Wednesday. 

The gross foreign debt at the end of April was 
equivalent to 70% of the projected 2017 gross 

domestic product, the Bulgarian National Bank 
(BNB) said in a statement. 
A year earlier, Bulgaria's gross foreign debt 
was equivalent to 74.1% of GDP. 

Month-on-month, Bulgaria's external debt 
increased by 0.2% in April. 
Long-term liabilities fell by 5.3% on the year to 
26.1 billion euro at the end of April, representing 

76.5% of the total foreign debt. Short-term 
liabilities rose by an annual 6.5% to 8.0 billion 
euro, representing 23.5% of the total debt. 
 
($ = 0.8801 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bulgaria expects H1 fiscal surplus of 

1.8 pct/GDP  

30-Jun-2017  
SOFIA, June 30 (Reuters) - Bulgaria expects a 

fiscal surplus of 1.8 percent of gross domestic 
product in the first half of the year, compared 

with a surplus of 3.4 percent in the same 
period last year, the Finance Ministry said on 
Friday. 

The ministry said tax revenues in the first six 
months were expected to be higher than in the 
same period a year, but the surplus would be 
lower due to a high base last year when the 
European Union made big payments on EU-

backed projects.  
The Balkan country ran a budget surplus of 1.7 

percent of GDP in the first five months of the 
year, putting it in line with government 
projections that the country is likely to end the 
year with a smaller deficit than the targeted 1.4 
percent. 
Bulgaria ended 2016 with a surplus of 1.6 
percent after initially targeting a deficit of 2.0 
percent, mainly due to delays in administering 
EU-backed projects, which reduced capital 
spending, while economic growth exceeded 
forecasts. 

Government revenue at the end of May was 14.7 
billion levs, down from 14.9 billion a year ago 
mainly due to a drop in EU aid funds. Spending 

rose to 13 billion levs from 12 billion a year ago 

due to higher payments for pensions and social 
security contributions for public servants. 
Fiscal reserves held under a currency regime 
pegging the lev to the euro stood at 12.8 billion 
levs at the end of May. 

mailto:Publicdebtnet.dt@tesoro.it
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(Reporting by Tsvetelia Tsolova; Editing by Alison 
Williams) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
 
 

Croatia 

Croatia may issue 15-year domestic 

bond in early July  

30-Jun-2017  
ZAGREB, June 30 (Reuters) - Croatia is 

considering issuing a 15-year domestic bond 
indexed to the euro in early July, a source at 
one of the arrangers said on Friday. 

"The bond would be denominated in the national 

kuna currency, but indexed to the euro 
exchange rate... The information about when the 
books would be opened may be provided as 
early as next week," the arranger said.  
The arrangers would include four major local 
banks. Market expectations are for the bond to 
target insurance groups and pension funds and 

be worth between 300 and 500 million euros 
($570.30 million). 
This year Croatia has already refinanced a 
local bond in February and an international 
issue in March. It also has to refinance a local 
bond worth 4.0 billion kuna ($616.30 million) 
that matures in November. 

 
($1 = 6.4903 kuna) 

($1 = 0.8767 euros) 
(Reporting by Igor Ilic Editing by Jeremy Gaunt.) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Czech Republic 

Moody's says prudent fiscal policy and 

low debt burden support Czech 

Republic's credit profile  

28-Jun-2017  

June 28 (Reuters) -  
Moody's says prudent fiscal policy and low 
debt burden support Czech Republic's credit 

profile. 

Moody's says Czech Republic's A1 rating and 
stable outlook supported by record of prudent 
fiscal policy, very low debt burden, new fiscal 
framework. 
Moody's says new framework will support the 
Czech government in maintaining a prudent 

fiscal policy with a declining public debt-to-GDP 
ratio. 
Moody's says Czech Republic's fiscal position 
"is a key credit strength". 

Moody's says expects Czech Republic's general 

government debt-to-GDP ratio to continue 
downward trend. 
Moody's says Czech national bank's decision in 

April to abolish the exchange rate floor has had 
limited consequences so far. 

Moody's says further reduction in government 
debt, improved medium-term economic 

outlook would support Czech Republic's 
creditworthiness. 

Moody's-Czech republic's credit challenges 
include risk of political instability following 
upcoming elections, disagreements with eu on 
relocation of refugees. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Share of non-residents holding Czech 

domestic bonds edges up in May  

30-Jun-2017  

PRAGUE, June 30 (Reuters) - The share of non-

residents' holdings in Czech domestic 
government bonds rose to 46.09 percent in 
May, from 45.44 percent the previous month, 
finance ministry data showed on Friday. 

The Czech central bank scrapped a cap on the 
crown on April 6. Prior to that, market flows 
surged in the first quarter, much of that landing 
in bond markets, as investors bet on a firming 

currency once it was set free. In March the level 
of non-residents holding Czech bonds reached 
47.26 percent.  
The central bank on Thursday cited the possible 
impact of the closing of crown positions in the 
coming quarters as an upside risk to its inflation 
forecasts. 

 
(Reporting by Jason Hovet) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
 
 

Czech fin min sees issuing at least CZK 

50 bln in bonds in H2, raising full-year 

outlook  

30-Jun-2017  
PRAGUE, June 30 (Reuters) - The Czech 

Finance Ministry plans to issue at least 50 
billion crowns ($2.18 billion) worth of 
domestic bonds in the second half of the year, 

it said in an update of its financing strategy 
on Friday. 

The issuance follows 127.6 billion crown gross 
issuance in the first half, the ministry said. 
In the original strategy issued in December, the 
ministry said gross issuance would be at least 
150 billion in the full year. That outlook was 
raised to at least 180 in the update. 

"The Ministry will further consider the possibility 
to carry out a part of the issuance on shorter 
end of yield curve with positive impact on state 
budget performance," the update said.  
The government will be repaying four bonds in 
the second half with total value of 126.7 billion, 

meaning net issuance in that period will likely be 

negative. 
 
($1 = 22.9260 Czech crowns) 
(Reporting by Jan Lopatka) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 

mailto:Publicdebtnet.dt@tesoro.it
mailto:tsvetelia.tsolova@thomsonreuters.com
mailto:Bangalore.newsroom@thomsonreuters.com
mailto:jason.hovet@thomsonreuters.com
rm://jason.hovet.thomsonreuters.com@reuters.net/
mailto:jan.lopatka@thomsonreuters.com
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jan.lopatka.thomsonreuters.com@reuters.net )) 
 
 

Moldova 

Moldova's Q1 foreign debt rises to 

$6.68 bln  

30-Jun-2017  
CHISINAU (Moldova), June 30 (See News) - 
Moldova's foreign debt rose to $6.68 billion 
(5.85 billion euro) in the first quarter of the 
year from $6.59 billion at end-2016, data from 
the country's central bank, BNM, showed on 
Friday. 
The 1.4% increase in foreign debt was mainly 

due to financial assistance received by Moldova 

in the three months through March from 
international lenders and neighboring Romania, 
BNM data showed. 
In February, Romania extended the second 
tranche of a 150 million euro loan to Moldova a 
month earlier than initially agreed, at Chisinau's 

request. 
At the end of March, Moldova also owed a 
total of $642 million to the International Bank 
for Reconstruction and Development, $162.2 
million to the European Investment Bank, 
$58.3 million to the European Bank for 
Reconstruction and Development and $272.9 
to the International Monetary Fund (IMF). 

Also, one of its biggest creditors among states 

are neighboring Romania with $120.8 million, 

Japan with $59.4 million and Russia, with $48.4 
million. 
In the following quarter, Moldova's external 
debt is expected to increase as in June, the EU 
Council and the European Parliament  agreed 
on providing 100 million euro to help the 
country fund its structural reforms. 

Moreover, at the beginning of May, the IMF lent 

Moldova $21.5 million under the country's 
current three-year $178 million credit facility 
extended in November 2016. 
The end-of-month foreign debt figures released 
by the BNM exclude trade credits, non-resident 
deposits in Moldovan banks and local currency in 

possession of non-residents. The BNM releases 

figures for those liabilities quarterly, in a balance 
of payments report. 
 
($= 0.8759 euro) 
Copyright 2017 See News. All rights reserved. 
 
 

Poland 

Details of Poland's debt supply for July 

and Q3  

30-Jun-2017  

WARSAW, June 30 (Reuters) - Poland's finance 

ministry plans to offer treasury bonds worth 
3.0 billion zlotys ($810.53 million) to 10 
billion zlotys at one to two regular bond 
auctions in the August-September period, the 
ministry said on Friday. 

The ministry said it could, depending on market 

conditions, also conduct one or two switch 

tenders in the August-September period. 
No regular bond auctions, bills auctions or switch 
tenders are planned for July, the ministry also 
said. 
 
($1 = 3.7013 zlotys) 
(Reporting by Marcin Goettig; Editing by Lidia Kelly) 

(( marcin.goclowski@thomsonreuters.com ; +48 22 
6539724; Reuters Messaging: 
marcin.goclowski.reuters.com@thomsonreuters.net )) 
 
 

Poland to offer PLN 3-10 bln in T-bonds 

in 1-2 regular auctions in Q3, plans no 

auctions in July  

30-Jun-2017  
"In the whole quarter, three auctions will be 
held (one or two regular ones and, 
respectively, two or one switching ones)," 
Nowak said in a comment emailed to the 
press pointing to "very good budget liquidity 
situation as the reason for the supply 
reduction in Q3. 

Poland will offer PLN 3-10 bln in three auctions 

in Q3, 1 or 2 regular ones to be supplemented 
by 1 or 2 switching auctions, with no auctions 
scheduled for July, according to a statement 
from the Finance Ministry and comments of 
deputy Finance Minister Piotr Nowak. 
"In the whole quarter, three auctions will be held 

(one or two regular ones and, respectively, two 

or one switching ones)," Nowak said in a 
comment emailed to the press pointing to "very 
good budget liquidity situation as the reason for 
the supply reduction in Q3. 
At the regular auctions Poland will continue to 
"offer current five benchmarks (three fixed rate 

and two floating rate) with the option of adding 
T-bonds of either WS or IZ type," the Finance 
Ministry's statement read. The supply will 
depend on market situation and consultations 
with investors. 
Poland will offer no T-bills over the quarter. 
Poland could hold issues on foreign markets, 

"depending on the budget situation and on 
conditions on the international financial 
market," as well as private placement issues, 
the statement also showed. 

At the potential switching auctions, Poland would 
buy back bonds maturing in 2017 and 2018. 
In view of the upcoming reviews of Poland's 
ratings, Poland plans to shift the dates of 
September auctions to September 14 and 

September 28 from the original dates of 
September 8 and September 21, the ministry 
also said. 
 
Copyright (c) 2009 PAP - POLSKA AGENCJA PRASOWA 
SA 
©Thomson Reuters 2017. All rights reserved.  
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Romania 

Romania runs 5-month budget deficit 

of 0.3 pct/GDP-fin min data  

27-Jun-2017  
BUCHAREST, June 27 (Reuters) - Romania's 

consolidated budget switched to a deficit of 
0.3 percent of gross domestic product after 
the first five months of the year, from a 
surplus of 0.2 percent of GDP at the end of 
April, the finance ministry said on Tuesday. 

In nominal terms, the deficit stood at 2.17 billion 
lei ($530.99 million), it said in a statement. The 

budget ran a deficit of 0.1 percent in January-
May 2016. 

Revenues were at 12.1 percent of GDP, or 98.39 
billion lei, up 7.9 percent on the year. Spending 
was 100.56 billion lei. 
The ruling Social Democrats target a deficit of 3 

percent of GDP, the European Union's ceiling, 
based on an economic growth estimate of 5.2 
percent of GDP which analysts have said is too 
optimistic. 
 
($1 = 4.0867 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romanian fin min sells planned Feb. 

2021 domestic euro bonds  

27-Jun-2017  
BUCHAREST, June 27 (Reuters) - Romania sold 

a planned 100 million euros ($112.67 million) 
worth of February 2021 domestic bonds at an 
average accepted yield of 0.36 percent, 
central bank data showed on Tuesday. 

Debt managers last sold the euro-denominated 
issue in March at an average yield of 0.42 
percent. On Tuesday, bids totalled roughly 262 
million euros. 
So far this year, Romania has sold roughly 24.45 

billion lei and 340 million euros of domestic bills 
and bonds. It has tapped foreign markets for 
1.75 billion euros of 2027 and 2035 Eurobonds. 
 
($1 = 0.8875 euros) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania fin min aims to sell 5.61 bln 

lei of leu debt in July  

29-Jun-2017  
BUCHAREST, June 29 (Reuters) - Romania aims 

to sell 5.61 billion lei ($1.40 billion) worth of 

leu currency bills and bonds in July, including 
510 million lei at non-competitive rounds of 
auctions, the finance ministry said on 
Thursday. 

The ministry sold roughly 5.93 billion lei worth of 

debt in June. In July, the ministry has scheduled 

seven bond tenders with residual maturities 
from 1.6 to 10 years, and two auctions for one-
year and six-month paper. 
So far this year, Romania has sold roughly 24.45 
billion lei and 340 million euros of domestic bills 
and bonds. It has tapped foreign markets for 

1.75 billion euros of 2027 and 2035 Eurobonds. 
 
($1 = 3.9984 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Fitch: Central Bank Stance Supports 

Russian Growth Recovery  

30-Jun-2017  
LONDON, June 30 (Fitch) The Central Bank of 

Russia's (CBR) most recent interest rate cut 
and statement supports our view that Russia's 
economic recovery is gaining momentum 
without a pickup in inflation, Fitch Ratings 

says. This is reflected in the updated forecasts 
for Russia in our most recent Global Economic 
Outlook, published on 19 June 2017. 
Recent data points to both consumption and 
investment rising in Russia in 2Q17, and we 
now forecast GDP growth of 1.6% this year, 

up from 1.4% when we affirmed Russia's 

'BBB-'/Stable sovereign rating in March. An 
easier monetary stance, the rise in oil prices 
from their early-2016 lows, and greater 
confidence and policy certainty mean we see 
growth accelerating to 2.2% in 2018 (unchanged 
from March). Our 2019 forecast, published for 

the first time in our June Global Economic 
Outlook, is 2.0%. 
The CBR cut its key rate 25bp to 9% earlier this 
month - the third cut this year. High real rates 
have underpinned a fall in inflation to close to 
the 4% target this year, helped by rouble 

appreciation and lower food prices. The CBR said 

it "sees room for cutting the key rate in the 
second half of 2017" while maintaining a 
"moderately tight monetary policy" to keep 
inflation close to target and continuing its efforts 
to lower inflation expectations. We now forecast 
year-end inflation at 4.5% in 2017-2019 (down 

from our previous forecasts of 5.5% in 2017 and 
5.0% in 2018). We expect the CBR to continue 
lowering the policy rate, which we forecast to 
reach 7.0% at end-2019. 
The implementation of inflation targeting 
alongside exchange rate flexibility was one 
element in the Russian authorities' strong policy 

response to the oil price shock. While it has 

created space for monetary easing that supports 
the recovery, Russian real GDP growth will be 
around 1pp lower than the 'BBB' category 
median over our forecast period. 
The CBR said that growth is getting closer to 

mailto:Publicdebtnet.dt@tesoro.it
mailto:luiza.ilie@thomsonreuters.com
rm://luiza.ilie.thomsonreuters.com@reuters.net/
mailto:luiza.ilie@thomsonreuters.com
rm://luiza.ilie.thomsonreuters.com@reuters.net/
mailto:luiza.ilie@thomsonreuters.com
rm://luiza.ilie.thomsonreuters.com@reuters.net/
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potential, and while the authorities have 
developed a package of reforms to increase 

growth potential, we do not think these will 
be implemented before next year's 
presidential election. Russia's weaker growth 
potential relative to its rating category peers 
is a sovereign rating weakness. 

The bounce-back in demand growth in larger 
emerging markets like Russia is one reason for 
the strengthening recovery in global growth, 
which we forecast to rise to 2.9% in 2017 and 

3.1% in 2018 - an eight-year high.  
 
Our global and country-by-country forecasts and 
commentary are contained in our Global Economic 
Outlook, available at www.fitchratings.com or by 
clicking on the link. 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Serbia 

Serbia's central govt debt narrows to 

67.1%/GDP at end-May  

30-Jun-2017  
BELGRADE (Serbia), June 30 (See News) - 
Serbia's central government debt has 
decreased to 24.1 billion euro ($27.5 billion) 
at end-May from 24.8 billion euro at the end 
of December, according to finance ministry 
data. 

The debt was equivalent to 67.1% of the 
projected 2017 gross domestic product (GDP), 
down from 73.0% at the end of 2016. 
Including non-guaranteed debt of local 

governments, the general government public 
debt stood at 24.4 billion euro. 
 
($ = 0.877193 euro) 
Copyright 2017 See News. All rights reserved. 
 

LATIN AMERICA AND 

CARIBBEAN  

 

Argentina 

Argentina steps up borrowing, 

spending ahead of mid-term vote  

30-Jun-2017  
By Hugh Bronstein 
BUENOS AIRES, June 30 (Reuters) - Argentina 

has increased its dollar-denominated Bonar 
2024 sovereign bond issuance to $4 billion, 
the government announced on Friday, as 
President Mauricio Macri boosts public 
spending ahead of a crucial mid-term election. 

The bond was originally sold in 2014 for $3.25 
billion with a 8.75 percent coupon. At the time 
the country was locked out of the international 

capital markets due to a debt default that was 

resolved last year, soon after Macri came to 

power in late 2015. 
The president promised to "normalize" the 
economy after eight years of heavy trade and 
currency controls imposed by his predecessor, 
Cristina Fernandez, a free-spending populist who 
feuded with international investors and 

Argentina's key farm sector. 
But the wave of bricks-and-mortar investment 
promised by Macri has been slow to come and 
the economy is mired in inflation that, while 
slowing, remains above 20 percent. 
Macri has increased welfare and public works 

spending ahead of the mid-term election four 
months from now. The vote will determine if he 
has the legislative clout to get market-friendly 

reforms through Congress in the second half of 
his term. 
His success will influence his chances of being 
re-elected in 2019 as he tries to reintegrate 

Argentina into the global financial and trade 
system. Some glimmers of hope for the 
economy are beginning to show. 
Argentina offered $2.75 billion of a 100-year 
bond this month that sold out quickly, and the 
Macri administration increased its overall 
2017 foreign currency bond issuance target to 
$12.75 billion. 

Investors should monitor how long the 

government continues financing its deficit by 
borrowing and spending, said Jay Newman, a 

private investor and former executive with Elliott 
Management, a hedge fund involved in a 
decade-long court battle settled last year over 
bonds Argentina defaulted on in 2002. 
Former leader Fernandez, a standard bearer of 

the country's Peronist movement, is running for 
the Senate in October. 
"Macri had a great first year. But Peronism is 
still strong, unions are strong, and historical 
relationships and patterns die hard. If Macri is 
given eight years to really make changes, 

maybe there will be a paradigm shift," Newman 
said. 
"But it's too soon to tell.” 
Argentine industrial production turned positive in 

May, snapping a 15-month streak of declines. 
May economic activity numbers have not yet 
been released. The economy grew by 0.6 

percent in April. 
"We expect the cyclical economic recovery to 
strengthen and broaden with private 
consumption supported by rising real wages and 
public investment adding a significant impulse to 
growth," Goldman Sachs said in a note to 
clients. 

 
(Reporting by Hugh Bronstein, Hernan Nessi and 
Walter Bianchi; Editing by Clive McKeef) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
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Barbados 

IMF - IMF Staff Concludes Visit to 

Barbados  

30-Jun-2017  
June 29, 2017  
End-of-Mission press releases include 
statements of IMF staff teams that convey 
preliminary findings after a visit to a country. 

The views expressed in this statement are those 
of the IMF staff and do not necessarily represent 
the views of the IMF's Executive Board.  
•The Barbadian economy continues its 
recovery on the back of stronger tourism 
performance but improving public finances 
remains a critical challenge.  
•Economic growth in 2016 is estimated to 
have been 1.6 percent and to have 
accelerated in the first quarter of 2017 to 2 
percent.  
•The IMF stands ready to assist the 
government of Barbados through continued 
policy dialogue and technical assistance.  

At the invitation of the authorities, an 
International Monetary Fund (IMF) team led by 
Judith Gold visited Barbados from June 20-29 to 
review recent economic developments and 
discuss the 2017 budget. At the end of the visit, 
Ms. Gold issued the following statement:  
'The Barbadian economy continues its recovery 

on the back of stronger tourism performance, 
but improving public finances remains a critical 
challenge. Economic growth in 2016 is estimated 
to have been 1.6 percent and to have 
accelerated in the first quarter of 2017 to 2 
percent. The stronger economic performance 
has supported a reduction in the unemployment 

rate to 9.7 percent in 2016 from 11.3 percent in 
2015. Inflation started to pick up in the second 
half of 2016 after deflation in 2015, and on a 
point-to-point basis reached 3.2 percent by end-
December 2016 mainly due to higher food 
prices.  

'The current account has further narrowed by 2 
percentage points to 4.5 percent of GDP on the 

back of improved tourism receipts, a robust 
increase in exports, and low oil prices. 
Notwithstanding this improvement, international 
reserves fell to B$682 million by end-2016, 
about 2 months of imports. Delayed official loan 

disbursements and privatization, as well as 
lower private-sector inflows, were key drivers of 
this decline. Net International reserves remain 
relatively low.  
'There was some progress in reducing the 
fiscal deficit in FY2016/17, which is estimated 
to have declined to 5.5 percent of GDP from 

6.8 percent in FY2015/16. The majority of the 

adjustment was generated by lower government 

spending, while fiscal revenues held steady. 
Despite this progress, the large government 
financing requirements were a challenge, as 
banks reduced their sovereign exposure. As a 
result, the government had to increasingly 

resort to funding from the Central Bank of 

Barbados (CBB).  

'Growth in 2017 is projected to slow to less than 

1 percent, reflecting the fiscal consolidation 
efforts introduced in the FY2017/18 Budget. 
Inflation is expected to continue to accelerate to 
6.7 percent by year end because of the increase 
in the National Social Responsibility Levy (NSRL) 
and other taxes and fees, but revert to more 

historical norm in 2018 and subsequent years. 
There are important downside risks related to 
the increase in domestic and global uncertainty, 
including the impact of the Brexit on the British 
pound.  
'Continued fiscal discipline, with economic 
growth, are essential to securing Barbados' 

future. They will be critical to bolster 
international reserves and support the 
currency peg. Only a substantial and a 
sustained reduction in the fiscal deficit, which 
will put the debt-to-GDP ratio on a solid 
downward path, will restore the country's 
credit rating and attractiveness to investors.  

'The May 30th budget accelerates the pace of 
adjustment. It seeks to address the fundamental 
imbalance between revenues and expenditures 

that has characterized Barbados' public finances 
in the past decade, and to significantly reduce 
new funding requirements. The budget is 
primarily focused on raising revenues while 
shoring up international reserves, including 
through an increase in the NSRL-which mostly 
impacts imported goods-from 2 percent to 10 

percent. The government also plans cuts in 
current expenditure, to complete ongoing 
privatization efforts, and to undertake new 
divestments. In addition, the government seeks 
to initiate a voluntary exchange of debt 
instruments with the National Insurance Scheme 

and the CBB to reduce the interest bill. If 
implemented as envisaged, the 2017 budget 
would lead to substantial gains toward improving 
public finances.  
'Over the medium-term, further fiscal 
adjustment would be needed on the 
expenditure side to decisively reduce debt and 

debt service costs. Transfers to public 

enterprises of close to 8 percent on an annual 

basis represent the second largest expenditure 
item, after the wage bill, and about the same 
magnitude as the interest bill on the public debt. 
Both expenditure categories weigh heavily on 
public finances and critical reforms are needed 
over the to restore sustainability and confidence. 

Reduction in transfers to public enterprises must 
be supported by structural reforms to reduce 
SOEs' operating costs, rationalize their 
programs, and raise their revenues. 
Consideration should also be given to divesting 
commercial SOEs that can be run more 
efficiently and profitably by the private sector. 

Other structural reform, especially those focused 
on improving the investment climate and 

fostering growth are also critical.  
'The IMF stands ready to assist the 
Government of Barbados, including through 
continued policy dialogue and technical 
assistance. The team would like to thank the 
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authorities, technical staff, representatives of 
civil society, and the private sector, for their 

open discussions and constructive dialogue.'  

The mission met with Minister of Finance and 
Economic Affairs Christopher Sinckler, Minister 
of Industry, International Business, Commerce, 
and Small Business Development Donville 
Inniss. Acting Central Bank Governor Cleviston 
Haynes, the leader of the opposition Mia Mottley, 

senior government officials, and representatives 
of the private sector.  
 
IMF Communications Department  
MEDIA RELATIONS  
PRESS OFFICER: Raphael Anspach  
Phone: +1 202 623-7100 Email: MEDIA@IMF.org  
IMF - International Monetary Fund published this 
content on 29 June 2017 and is solely responsible for 
the information contained herein. 
Distributed by Public, unedited and unaltered, on 30 
June 2017 15:43:47 UTC.  
Original document 
http://www.imf.org/en/news/articles/2017/06/29/pr17
255-imf-staff-concludes-visit-to-barbados  
Public permalink 
http://www.publicnow.com/view/85CE672D1A161DEA
9383A20A9743804C3747879A  
(C) Copyright 2017 - IMF - International Monetary 
Fund 
 
 

Brazil 

Brazil's central govt budget deficit 

widens more than expected in May  

29-Jun-2017  
BRASILIA, June 29 (Reuters) - Brazil's central 

government budget deficit widened much 
more than expected in May, Treasury data 
showed on Thursday, raising the risk that the 
government will miss its budget target this 
year as a weak economic recovery weighs on 
tax revenues. 

The central government, which includes federal 

ministries, social security and the central bank, 
posted a primary budget deficit of 29.371 billion 
reais ($8.88 billion) last month, compared with 

expectations for a deficit of 20 billion reais from 
economists in a Reuters Poll. 
 
($1 = 3.3058 reais) 
(Reporting by Silvio Cascione; Editing by Chizu 

Nomiyama) 
(( Twitter: https://twitter.com/silviocascione; 
silvio.cascione@tr.com ; +55 61 99873 6261; Reuters 
Messaging: 
silvio.cascione.thomsonreuters.com@reuters.net )) 
 
 

Brazil posts larger-than-expected 

budget deficit in May   

30-Jun-2017  

BRASILIA, June 30 (Reuters) - Brazil's budget 

deficit soared in May, the central bank said on 
Friday, as weak economic growth weighs on 
tax revenues and puts the government's 
budget target at risk. 

Brazil's consolidated public sector, which 

includes federal and local governments and 

state-owned companies, posted a primary 

budget deficit of 30.736 billion reais ($9.30 
billion) last month, the largest-ever for May in 
the series dating back to 2001, the central bank 
said.  
The deficit was larger than market forecasts 
for a gap of 21.05 billion reais and followed a 
budget surplus of 12.9 billion reais in April.  

The deficit in the 12 months through May 
reached 157.7 billion reais, equivalent to 2.47 
percent of gross domestic product and above the 
official target for a deficit of 143.1 billion reais 
for this year. 
Treasury Secretary Ana Paula Vescovi on 
Thursday told journalists the deficit widened 

mainly due to a decision to service judicial debts 

ahead of schedule, a move she said would help 
save between 600 million and 700 million reais 
this year. 
She added that the government was on track to 
hit its annual budget target due to potential tax 

hikes and other measures under discussion that 
could boost extraordinary revenues by about 15 
billion reais this year. 
 
($1 = 3.3060 reais) 
(Reporting by Marcela Ayres; Writing by Silvio 
Cascione; Editing by W Simon and Meredith Mazzilli) 
(( Twitter: https://twitter.com/silviocascione; 
silvio.cascione@tr.com ; +55 61 99873 6261; Reuters 
Messaging: 
silvio.cascione.thomsonreuters.com@reuters.net )) 
 
 

Ecuador 

S&P lowers Republic of Ecuador long-

term ratings to 'B-'  

29-Jun-2017  

June 29 (Reuters) - S&P Global Ratings: 

S&P lowers Ecuador sovereign credit rating to 
B- from B. 

S&P says Republic of Ecuador long-term ratings 
lowered to 'B-' on higher fiscal and external 
vulnerabilities; outlook is stable. 

S&P says Ecuador's large financing needs, 

limited financing alternatives in domestic market 
increase country's financial and external 
vulnerabilities. 
S&P, on Ecuador, says rising government debt 
& interest burden, weak institutional capacity, 
lack of monetary flexibility constrain new 
government's policy options. 

S&P, on Ecuador, says affirmed the 'B' short-
term foreign and local currency sovereign credit 

ratings. 
S&P, on Ecuador, says stable outlook reflects 
expectation that recently elected government 
to take steps to stabilize rising public-sector 
debt. 

Stable outlook reflects expectation that recently 
elected government to take steps to boost 
private-sector confidence, improve GDP growth 

prospects. 
See no signals so far of weakness in financial 

mailto:Publicdebtnet.dt@tesoro.it
https://twitter.com/silviocascione
mailto:silvio.cascione@tr.com
rm://silvio.cascione.thomsonreuters.com@reuters.net/
https://twitter.com/silviocascione
mailto:silvio.cascione@tr.com
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system. 

Says expects Ecuador to continue to use U.S. 

Dollar as its currency, constraining its monetary 
flexibility, central bank's ability to act as lender 
of last resort. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Mexico 

Mexico fin min says will use central 

bank surplus to cut debt  

29-Jun-2017  
MEXICO CITY, June 29 (Reuters) - Mexico's 

finance ministry said on Thursday that it will 
use funds transferred to it by the central bank 
from its 2016 surplus to reduce peso debt by 
5.62 billion pesos in the third quarter.  

The ministry said it would use more of the funds 
to cut foreign currency debt by 74.48 billion 
pesos ($4.1 billion) next year, the finance 

ministry said in a statement.  
In a separate statement, the ministry said it 
would trim the amount of 3- and 5-year bonds it 
sells during the third quarter while increasing 
the amount of 10-, 20- and 30-year bonds 
placed in the quarter. 

 
($1 = 18.0690 Mexican pesos) 
(Reporting by Michael O'Boyle) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
 
 

Turks & Caicos Islands 

S&P raises Government of Turks & 

Caicos Islands credit outlook to 

positive  

28-Jun-2017  
June 28 (Reuters) - S&P Global Ratings: 
S&P revises Government of Turks and Caicos 
Islands sovereign credit outlook up to positive 
from stable; current rating is BBB+. 

S&P says Turks and Caicos Islands' increasing 
economic prosperity will likely support its strong 
fiscal and debt position over next several years. 
S&P says revised its outlook on the Turks and 
Caicos Islands (TCI) to positive from stable. 

 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Venezuela 

Fitch affirms Venezuela's ratings at 

'CCC'  

29-Jun-2017  
June 29 (Reuters) - Fitch: 
Fitch affirms Venezuela's ratings at 'CCC'. 
Fitch on Venezuela says also affirmed 

sovereign's short-term foreign and local 
currency idrs at 'c' and country ceiling at 

'CCC'. 

Fitch says Venezuela's ratings reflect weak 
external buffers, high commodity dependence, 
large and rising macroeconomic distortions. 
Fitch says Venezuela's economic recovery is 
constrained by prospect of continued tight FX 
financing/liquidity conditions, declines in oil 

production & political uncertainty. 
Fitch says Venezuela's ratings also reflect 
reduced transparency in official data, and 
continued policy and political uncertainty. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

AFRICA 
 
 

 

Cameroon 

IMF Executive Board Approves 

US$666.2 Million Arrangement Under 

the Extended Credit Facility for 

Cameroon  

27-Jun-2017  
June 26, 2017  
•Executive Board decision allows an 
immediate disbursement of SDR 124.2 million 
(about US$171.3 million) to Cameroon.  
•Cameroon's ECF-supported program aims to 
restore the country's fiscal and external 

sustainability and unlock job-rich, private 
sector-driven growth.  
•Reforms to maintain financial stability and 
boost financial inclusion, and address 
structural obstacles to competitiveness and 
economic diversification, will be key in 
accelerating private sector-led diversification.  

On June 26, 2017, the Executive Board of the 
International Monetary Fund (IMF) approved a 
three-year arrangement under the Extended 

Credit Facility (ECF) with Cameroon for SDR 483 
million (about US$666.2 million, or 175 percent 
of Cameroon's quota) to support the country's 

economic and financial reform program.  
The ECF-supported program is expected to help 
Cameroon restore external and fiscal 
sustainability and lay the foundations for 

sustainable, private sector-led growth.  

An amount of SDR 124.2 million (about 
US$171.3 million) will be immediately made 
available to Cameroon, further to the approval of 
the arrangement. The remaining amount will be 
phased in over the duration of the program, 
subject to semi-annual program reviews.  
Following the Executive Board discussion on 

Cameroon, Mr. Mitsuhiro Furusawa, Deputy 
Managing Director and Acting Chair, said:  
'Cameroon has been hit hard by the twin oil 

price and security shocks which have affected 
the CEMAC region since 2014 and led to a sharp 
drop in the pooled international reserves. Having 

initially shown resilience owing to its greater 
diversification, the Cameroonian economy is now 
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facing decelerating growth, declining fiscal and 

external buffers, and rapidly-rising public debt. 
The authorities' Fund-supported program 
appropriately aims at addressing Cameroon's 
large balance of payments need and restoring 
fiscal and external sustainability, while also 
contributing to the collective effort to rebuild 

regional reserves. The Cameroonian authorities' 
leadership has been instrumental in 
spearheading the coordinated regional response 

to maintain the integrity of the CEMAC's 
monetary arrangement.  
'Addressing the rising fiscal and external 
imbalances requires a sustained and balanced 
fiscal consolidation based on expanding the 
non-oil revenue base, prioritizing public 
investment projects with demonstrated 
growth dividends, and rationalizing recurrent 
expenditure, while protecting social spending. 
The authorities' fiscal program is supported by 

comprehensive structural reforms in revenue 
mobilization and public financial management to 
further boost non-oil revenue collection, improve 
spending efficiency, and contain fiscal risks.  
'The authorities are committed to enhance 
Cameroon's competitiveness and medium-term 

growth potential, in line with their strategy to 
reach emerging economy status by 2035. The 
completion of large energy and transport public 
infrastructure projects will help boost private 
sector investment, job creation and further 
diversification, and is supported by 

complementary reforms to maintain financial 

stability, expand access to financial services and 
improve the business environment.  
'The success of Cameroon's program will also 
depend on the implementation of supportive 
policies and reforms by the regional institutions.'  
Annex  
Recent Economic Developments  

Cameroon, the largest economy in the Central 
African Economic and Monetary Union (CEMAC), 
has been hit hard since 2014 by shocks caused 
by a slump in oil prices and increased security 
threats. Oil revenue declined and security and 
humanitarian spending increased, while needed 

infrastructure programs continued, leading to 

widening fiscal and current account deficits as 
well as a rapid accumulation of external debt.  
After showing initial resilience to the shocks, 
growth weakened to 4.7 percent in 2016, from 
5.8 percent in 2015 and 5.9 percent in 2014. 
Inflation declined to 0.3 percent at end 2016 

and remained low at 0.4 percent in March 2017. 
It is expected to stay below the CEMAC 
convergence criterion of 3 percent in the 
medium-term. The fiscal deficit rose to 6.5 
percent in 2016, from 2 percent of GDP in 2015, 
largely driven by a surge in capital spending and 
a decline in revenues.  

Program Summary  
Cameroon's reform strategy is embedded in the 

coordinated regional approach outlined at the 
Yaoundé Heads of States summit in December 
2016, during which the Cameroonian authorities 
spearheaded a coordinated response to maintain 

regional external stability as well as the integrity 

of the monetary arrangement. In that context, 
Cameroon's ECF-supported program aims to 
restore the country's fiscal and external 
sustainability and unlock job-rich, private 

sector-driven growth. The program rests on 
three main pillars: i) frontloaded fiscal 
consolidation to strengthen fiscal and external 
buffers, while protecting social spending and 
social safety nets; ii) structural fiscal reforms to 

expand the non-oil revenue base, improve the 
efficiency of public investment and the quality of 
budgetary system, and mitigate fiscal risks from 
contingent liabilities; iii) reforms to accelerate 
private sector-led economic diversification and 
boost the resilience of the financial sector.  
The fiscal objectives of the program will be 

achieved through a better prioritization of 
public investment, focusing on infrastructure 
projects essential to further economic 
diversification, and a rationalization of the 
government's spending on goods and 
services, while supporting an expansion of 
essential social expenditure and safety nets. 
In addition, with oil revenue declining over time, 
further expanding the non-oil revenue base and 
enhancing spending efficiency are key to 

maintaining the fiscal space needed for 
infrastructure investment and other priority 
areas.  
To address the remaining weaknesses in public 
financial management, the authorities plan to 
enhance the budget credibility and transparency, 

including through the publication of regular 
reports on budget execution; strengthen 
treasury management, strictly limit and 
eventually eliminate the resort to exceptional 
procedures, and improve the efficiency in 
planning, executing and monitoring public 
investment projects.  
Public debt management will focus on 
reducing the pace of debt accumulation in line 
with the program's fiscal deficit objectives, 
tilting the composition of new borrowing 
towards more concessional financing, and 
closely monitoring contingent liabilities.  

Reforms to maintain financial stability and boost 
financial inclusion, and address structural 

obstacles to competitiveness and economic 

diversification, will be key in accelerating private 
sector-led diversification.  
Background  
Cameroon, which became member of the IMF on 
July 10, 1963, has an IMF quota of SDR 276 
million.  
 
Original document 
http://www.imf.org/en/news/articles/2017/06/26/pr17
248-imf-executive-board-approves-arrangement-
under-the-extended-credit-facility-for-cameroon  
Public permalink 
http://www.publicnow.com/view/0A732BE756D0F8D9
EEC6B44B4A163CF44D7EBB24  
(C) Copyright 2017 - IMF - International Monetary 
Fund 
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Egypt 

Egypt raises fuel prices by up to 50 

percent under IMF deal  

29-Jun-2017  
•Egyptians surprised by size of increase 
•Soaring living costs test Sisi's popularity 

By Abdelrahman Adel and Amina Ismail 
CAIRO, June 29 (Reuters) - Egypt on Thursday 

hiked fuel prices by up to 50 percent to help 
meet the terms of a $12 billion IMF loan deal, 
a sharper rise than expected by many 
struggling with soaring living costs and a 

further test of President Abdel Fattah al-Sisi's 
popularity. 

Fuel price increases had been widely anticipated 
as part of Egypt's loan accord with the 
International Monetary Fund and Thursday's 
measures were the second rise since the 
government floated the pound currency in 
November.  
Government officials say spending cuts will 
help revive an economy where subsidies have 
accounted for about a quarter of state 

expenditures. But austerity carries risks for Sisi 
as inflation and a contested deal to hand two 
Red Sea islands to Saudi Arabia have eroded his 
public standing. 
Prime Minister Sherif Ismail told reporters after 

the announcement that officials would monitor 

market prices, adding: "We will not allow any 
greed and exploitation of our citizens." 
Petroleum Minister Tarek El Molla told Reuters 
the price of 92-octane gasoline had been put up 
by more than 40 percent to 5 Egyptian pounds 

($0.2767) from 3.5 pounds per litre. Diesel and 
80-octane - the most commonly used fuel 
categories - rose more than 50 percent to 3.65 
pounds per litre from 2.35 pounds. 
The government also increased the price of 
cooking gas cylinders - used mostly by poorer 
Egyptians - by 100 percent to 30 pounds ($1.66) 

from 15 pounds per cylinder. 
Molla said the total subsidies for petroleum 

products in 2017-2018 would fall to 110 billion 
Egyptian pounds ($6.09 billion) from 145 billion 
pounds ($8.02 billion). 
Fuel oil prices to cement factories will rise by 40 
percent to 3,500 Egyptian pounds per tonne 

from 2,500 pounds a tonne, but gas prices to 
the industrial sector will remain stable, Molla 
said.  
Last year, the government embarked on an 
ambitious reform programme to revive the 
economy that includes lifting subsidies, raising 

taxes and loosening capital controls as part of a 
three-year IMF agreement. 
FOREIGN INVESTORS, TOURISTS 
Egypt has been struggling since a 2011 uprising 

drove foreign investors and tourists away, and 
many Egyptians have been hit hard by record 
inflation and a local currency that has lost half 

its value since it was floated in November. 
In December, Sisi said that tough economic 

conditions in Egypt would improve in six months. 

But for many Egyptians, conditions have 

deteriorated.  
"It's completely the wrong timing. People can't 
take it anymore, all prices will increase," Cairo 
taxi driver Ehab Labib said of the fuel hike. "I 
will sell this taxi, what else am I going to do?" 
Government officials say short-term austerity 

under the IMF plan will free up more financing 
for infrastructure and help draw foreign 
investment to help create jobs and economic 
growth. 

Egypt is expected to receive the second IMF loan 
instalment of $1.25 billion within the coming few 
weeks. 
The central bank floated the pound last 
November as part of reforms agreed with the 

IMF. At that time, the government increased fuel 
prices by as much as 46 percent. 
Egyptian businessmen worry that they will have 
to bear the extra costs of Thursday's move and 
say they have not yet fully recovered from the 
impact of austerity measures taken over the 

past eight months. 
"My expectation is costs will go up between 3-5 
percent," said Hani Berzi, Edita Food Industries 
chairman, one of the country's largest food 
producers.  
"I will have to absorb that, I have no intention of 
increasing prices... the market can't stand it." 

Thursday's announcement came on the fourth 
anniversary of mass demonstrations against 

then-President Mohammed Mursi of the Muslim 
Brotherhood. Mursi, democratically elected after 
the 2011 revolution, was overthrown by Sisi, 
then the armed forces chief. 
Sisi on Saturday also ratified an agreement that 

cedes sovereignty over two uninhabited Red Sea 
islands to Saudi Arabia, which had long claimed 
them, brushing off widespread public criticism of 
the deal. 
 
($1 = 18.0700 Egyptian pounds) 
(Additional reporting by Amina Ismail; writing by 
Patrick Markey; editing by Mark Heinrich and Toby 
Davis) 
(( pat.markey@thomsonreuters.com ; +213-661-
692993; Reuters Messaging: 

pat.markey.thomsonreuters.com@reuters.net )) 
 
 

Gabon 

Gabon bonds tighten after securing 

IMF package  

30-Jun-2017  
•Africa Sovereign has no plans to issue this 
year 

By Christopher Spink 
LONDON, June 30 (IFR) - Yields on Gabon's 

longest dated Eurobond fell to 6.98% from 
7.26% last week after the central African 

country was granted a US$642m facility by 
the International Monetary Fund to cover any 
potential budget deficits in the next three 
years. 
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That puts the US$500m 6.95% June 2025 note 

trading close to par, indicating that the market 

has few concerns about the country's ability to 
pay back debts, despite its reliance on oil 
revenues that are suffering from declining 
prices. 
Countries nearby in Africa, such as Senegal and 
Ivory Coast, have seen huge demand for 

recently issued bonds but Regis Immongault, 
Gabon's minister of economy, said the country 
would not be looking to take advantage of such 
appetite in the short term. 
"We currently have no plan to issue a new 
benchmark size instrument in the international 

market this year," he told IFR. 
Immongault said a small domestic issue may be 
considered but any other financing needs will be 

met by drawing on bilateral loans from China 
and multilateral financing from the IMF, World 
Bank and African Development Bank. 
"As part of the programme just concluded 
with the IMF, we are committing to prudent 

management of public finance. We will 
therefore seek to mobilise in priority the 
resources that offer the most favourable 
terms. 

"This could include multilateral and bilateral 
financings, domestic market instruments, and 
potentially commercial external debt if the terms 
are consistent with the sustainability of our 

public finance. 
"We have followed with great interest the recent 

issuances in the international market of our 
West African neighbours, Senegal and Ivory 
Coast. However, we have no such issuance plan 
in the near future," Immongault said. 
The new three-year IMF programme does not 

require any specific debt management to be 
carried out. A US$161m bond matures in 
December but this is not expected to present 
any problems. 

The 2025s have performed well over the last 
year. In January 2016 they had a yield of 12.7% 
ahead of presidential elections in August. Those 
returned incumbent Ali Bongo but were not 
without controversy with opposition leader Jean 

Ping questioning the results. 

Protests appear to have died down but some 
disputes remain. "Discussions are ongoing and 
will hopefully be resolved quickly." said 
Immongault, expressing confidence the country 
will remain peaceful. 
The US$642m IMF loan represented 215% of 

Gabon's quota. Immongault said this was not 
excessive pointing out the country could have 
borrowed up to 435% of its quota. The country 
is also looking to resolve three distressed public 
banks, after agreeing the IMF deal. 
"We are about to hire an expert to perform a 

strategic review and come up with possible 
strategies to resolve the issue," said 
Immongault. 

Mitsuhiro Furusawa, deputy managing director 
at the IMF said the programme would "help 
anchor prudent fiscal policies and a sustainable 
balance of payments position. While downside 

risks in the short term are high, the authorities 

have presented an adequate policy package to 

manage risks." 

Gabon has been trying to diversify its economy 
away from oil over the last five years, 
developing logistics operations, manganese 
mining and agriculture production. 
However, the oil price remains an overriding 
influence. Last year the economy grew 2.1%, a 

lower rate than the 3.9% seen in 2015. That 
meant the budget deficit widened sharply last 
year to 10% of GDP. Both Moody's (B1) and 
Fitch (B+) have negative outlooks for their 
ratings on the country. 
 
(This story will appear in the July 1 issue of IFR 
Magazine.) 
(( chris.spink@thomsonreuters.com ; +44 20 7542 
3814; Reuters Messaging: 
chris.spink.thomsonreuters.com@reuters.net )) 
C Gabon box 
 
 

Ghana 

Ghana asks IMF to extend aid deal, 

more money expected to be sought  

28-Jun-2017  
By Kwasi Kpodo 
ACCRA, June 28 (Reuters) - Ghana's 

government has asked the International 
Monetary Fund to push back the end date of 
its $918 million aid programme from April 

2018 to December 2018, IMF and government 
sources told Reuters on Wednesday. 

The request is expected to lead to talks aimed at 
a revised deal to include more money and fresh 
targets for fiscal consolidation, according to 
senior government officials. 
An extension would further reassure investors 
that the government of President Nana Akufo-

Addo that took office in January is serious about 
restoring macro-economic stability, they said. 
"Ghanaian authorities released a 
memorandum of economic and financial 
policies to the IMF this week. It included a 
letter of intent requesting an extension of the 
Fund programme to December 2018," one of 
the sources said. 
IMF officials say they are open to extending 

the programme. 

The government has outlined an ambitious 
programme of job creation through the private 
sector and rural development including pledging 
to build a factory in every district in order to 
restore the economy. 
But officials say the plans cannot be realized 

unless the economy is stable and gross domestic 
product (GDP) growth increases. 
GDP stood at 6.6 percent in the first quarter of 
2017, the statistics office said on Wednesday. 
The figure compares with full year GDP growth 

for 2016 of 3.5 percent and first quarter GDP 
last year of 4.4 percent. 

The industry sector recorded the highest growth, 
at 11.5 percent, followed by agriculture with 7.6 
percent and services with 3.7 percent, deputy 
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government statistician Anthony Amuzu told a 

news conference. 

"There was huge growth in the industry sector, 
which was driven by oil. It's basically because of 
the coming on stream of the TEN Field," he said. 
Ghana began producing oil at the offshore 
Jubilee field operated by British company Tullow 
in 2010 and it opened the TEN field last August. 

For years, Ghana's economy grew at around 8 
percent on the back of its exports of gold, cocoa 
and oil but it slowed sharply in 2014 due to 
lower commodity prices and a fiscal crisis. 
 
(Writing by Matthew Mpoke Bigg,; Editing by Hugh 
Lawson) 
(( matt.bigg@thomsonreuters.com ; +233)(0)( 209 
607-203; Reuters Messaging: 
matt.bigg.thomsonreuters.com@reuters.net )) 
 
 

Mozambique 

IMF to visit Mozambique to discuss 

debt audit concerns  

24-Jun-2017  
MAPUTO, June 24 (Reuters) - The International 

Monetary Fund will visit Mozambique from 
July 10-19 to discuss issues around the 
management of public finances following the 
release of an audit into $2 billion in hidden 
loans by risk-management firm Kroll, the IMF 
said on Saturday. 

"The publication of these documents constitutes 

an important step towards greater transparency 
regarding the loans," the IMF said in a 
statement. 
"However, information gaps remain, in particular 
on the use of the loan proceeds. An IMF staff 
mission will visit Mozambique ... to discuss the 

results of the audit with the authorities and 
possible follow-up actions." 
 
(Writing by Joe Brock; Editing by Toby Chopra) 
(( joe.brock@thomsonreuters.com ; +27117753142; 
Reuters Messaging: 
joe.brock.thomsonreuters@reuters.net )) 
 
 

Mozambique debt audit says $500 

million in loans unaccounted for  

24-Jun-2017  
•Audit followed scandal over $2 bln in secret 
loans 
•Findings shows gaps on how money was 
spent 
•IMF says to visit Mozambique in July 
By Manuel Mucari 

MAPUTO, June 24 (Reuters) - Mozambique's 

government has not done enough to explain 
how $2 billion in loans was spent and roughly 
a quarter of the money remains unaccounted 
for, an independent audit of the debt showed 
on Saturday. 

The International Monetary Fund (IMF) 
demanded an external forensic audit of the debt 

last year following revelations about the 

previously hidden loans granted to three state-

owned companies in 2013 and 2014. 

Discovery of the unapproved credits to tuna 
fishing company EMATUM, security firm 
Proindicus and Mozambique Asset Management 
(MAM) led the IMF and Western donors to halt 
budget support to Mozambique, triggering the 
collapse of the local currency and debt defaults 

as well as hitting economic growth. 
In a 57-page summary of the audit, risk 
management firm Kroll Inc said officials in the 
southern African country had given inconsistent 
answers about how $500 million earmarked for 
the tuna fishing company had been spent. 

"Gaps remain in understanding how exactly the 
USD 2 billion was spent, despite considerable 
efforts to close this gap," the audit summary 

said. 
"Until the inconsistencies are resolved, and 
satisfactory documentation is provided, at least 
USD 500 million of expenditure of a potentially 

sensitive nature remains unaudited and 
unexplained." 
Explanations on how the $500 million was spent 
included that the money was integrated into the 
national budget and that it was used to purchase 
military equipment, Kroll said. 
The Mozambique attorney general's office 

acknowledged the findings of the audit and 
said it would work with the international 
community to resolve the issues raised.  

The audit showed Credit Suisse and Russia's VTB 

Capital -- lead arrangers for the loans -- were 
paid a total of $199.7 million in fees. 
Kroll also found there was no evidence provided 
that any assessment took place before the 

signing of three government guarantees with a 
combined value of $1 billion and potential 
conflict of interest issues were identified. 
The state-owned companies also lack some basic 
infrastructure necessary for their operations, the 
audit showed. 
"Proindicus does not have an operational 

satellite package, EMATUM does not currently 
have permits for the fishing vessels, and MAM 
has only recently obtained access to a shipyard 
in Maputo that is undergoing an upgrade to 

enable the maintenance of vessels," the audit 
said. 
The IMF said it would visit Mozambique from 

July 10-19 to discuss concerns raised by the 
debt audit. 
"The publication of these documents 
constitutes an important step towards greater 
transparency regarding the loans," the Fund 
said in a statement. 

"However, information gaps remain, in particular 
on the use of the loan proceeds. An IMF staff 
mission will visit Mozambique ... to discuss the 

results of the audit with the authorities and 
possible follow-up actions." 
 
(Writing by Olivia Kumwenda-Mtambo; Editing by Ros 
Russell and Helen Popper) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
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Nigeria 

Nigeria plans to raise 177 bln naira in 

treasury bills  

28-Jun-2017  
LAGOS, June 28 (Reuters) - Nigeria plans to 

raise 177 billion naira ($562 million) of short-
dated treasury bills at an auction on July 5, 
the central bank said on Wednesday. 

The bank said in a public notice it planned to sell 
35 billion naira of three-month debt, 22 billion of 
six-month bills and 120 billion of one-year notes 

at the auction, using a Dutch auction system.  
Nigeria's central bank issues treasury bills twice 
a month to finance the budget deficit, help 

manage commercial lenders' liquidity and curb 
rising inflation. 
The West African country expects its budget 
deficit to widen to 2.36 trillion naira this year 

as it tries to spend its way out of a recession, 
with more than half the deficit to be funded 
through local borrowing. 

Nigeria has, in the last two months, issued 
short-dated treasury bills to mop-up what it 
perceived as excess liquidity and curb 
speculation on the local currency. 
 
($1 = 315 naira) 
(Reporting by Oludare Mayowa; Editing by Alexis 
Akwagyiram and Mark Potter) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 
 

Nigeria issues 32 bln naira debt to 

tighten liquidity  

30-Jun-2017  

LAGOS, June 30 (Reuters) - Nigeria's central 

bank sold 31.94 billion naira ($104.76 million) 
in treasury bills on Friday in a bid to tighten 
liquidity in the money market while overnight 
lending rate fell. 

Traders said the bank sold 31.52 billion naira of 
349-day treasury bill at 18.59 percent and 440 

million naira of 160-day treasury bill at 17.98 

percent at an auction on Friday. 
Cost of borrowing among commercial lenders 
however dropped to around five percent on the 
interbank market from around 8.5 percent last 
week. 
Traders said cash balance in commercial lenders' 
accounts with the central bank stood at 320.35 

billion naira on Friday, boosted by the 
repayment of around 287.39 billion naira in 
matured treasury bills on Thursday. 
"Interbank rate is at low level because the 
central bank sold fewer dollars this week (on the 
currency market)," one currency trader said. 

Traders expect rates to remain flat next week 

unless the central bank decides to take 
advantage of the low rates to mop-up excess 
liquidity from the banking system. 
 
($1 = 304.90 naira) 
(Reporting by Oludare Mayowa; Editing by Chijioke 

Ohuocha Editing by Jeremy Gaunt) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 
 

Tanzania 

IMF says Tanzania revenue projections 

"optimistic" and could delay projects  

26-Jun-2017  
By Fumbuka Ng'wanakilala 
DAR ES SALAAM, June 26 (Reuters) - Tanzania 

may have to delay the construction of some of 
its major infrastructure projects because its 
revenue expectations for 2017/18 are 
"potentially over-optimistic", the 
International Monetary Fund said on Monday. 

The country plans to increase spending in its 
budget for the fiscal year ending June 2018 by 
7.3 percent to 31.71 trillion shillings ($14.21 
billion), with a key focus on infrastructure. 
Like neighbouring Kenya, Tanzania wants to 
take advantage of its long coastline and upgrade 
outdated railways, ports and roads to serve 

growing economies in land-locked parts of 
Africa. 
"The 2017/18 budget reaffirms the 
authorities' objective of scaling up public 
investment while preserving fiscal 
sustainability," IMF Deputy Managing Director 
Tao Zhang said in a statement.  

"However, potentially over-optimistic revenue 
projections call for its prudent implementation, 

including by delaying some large projects until 
the availability of revenues is confirmed." 
In the coming fiscal year, Tanzania plans to 
borrow 6.17 trillion shillings from domestic 
sources and expects 3.97 trillion from 
external concessional loans and grants. 

It is also seeking an additional 1.59 trillion 
shillings from external non-concessional loans 

and raise tax revenue to 14.2 percent of gross 
domestic product in 2017/18, up from an 
estimated 13.3 percent previously. 
Big gas discoveries in the country and oil finds in 
Kenya and Uganda have turned East Africa into 

an exploration hotspot for oil firms but transport 
infrastructure in those countries has suffered 

from decades of under-investment. 
In 2015, Tanzania said it planned to spend 
$14.2 billion to construct a new standard gauge 
rail network over the next five years, mostly 
financed with loans. 
It also wants to invest in a new $10 billion port 

and special economic zone under a project 
backed by China and Oman. 
The IMF's Zhang urged the government to 
tone down its revenue collection expectations 
after budget execution in 2016/17 was hit by 
external financing shortfalls, leading to dismal 
implementation of capital spending plans and 
a tight liquidity situation. 
"To achieve the authorities' development 
agenda and maintain high economic growth, 

sustained implementation of reforms, 
including to create a better and more 
predictable business environment, is critical," 
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he said. 

 
($1 = 2,232.0000 Tanzanian shillings) 
(Editing by Aaron Maasho/Jeremy Gaunt) 
(( aaron.maasho@thomsonreuters.com ; 
+251911364027; Reuters Messaging: 
aaron.maasho.thomsonreuters.com@reuters.net )) 
 
 

Zambia 

Zambia says to cut fiscal deficit to 3 

percent of GDP by 2020  

27-Jun-2017  
LUSAKA, June 27 (Reuters) - Zambia's fiscal 

deficit will narrow significantly in the next 
three years, from 7.2 percent of gross 
domestic product this year to 3 percent in 

2020, as the copper producer cuts down loan 
defaults, the finance ministry said on 
Tuesday. 

"What we need to do now is to stop the 
accumulation of arrears, then the fiscal deficit 
will keep going down. By 2020 we should reach 
3 percent of GDP," Mukuli Chikuba, the 
permanent secretary in the finance ministry, told 

a news briefing. 
 
($1 = 716.2300 kwacha) 
(Reporting by Chris Mfula; Writing by Mfuneko Toyana; 
Editing by Ed Stoddard) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 

EMERGING MARKET 

 

Emerging market borrowing spree lifts 

global debt to record $217 trillion -IIF  

28-Jun-2017  
LONDON, June 28 (Reuters) - Global debt levels 

have surged to a record $217 trillion, driven 
by a $3 trillion borrowing spree in the 
developing world, the Institute of 
International Finance said, warning of risks to 
emerging markets from short-term debt 
repayments. 
The IIF, one of the most authoritative 
trackers of capital flows, said in a note late on 

Tuesday that global debt amounted to 327 
percent of the world's annual economic output 
(GDP) by the first quarter of 2017 and the rise 
was driven principally by emerging market 
borrowing. 

While advanced economies continued to 
deleverage, cutting total public and private debt 
by over $2 trillion in the past year, the report 
found total debt in developing countries had 

risen by $3 trillion to $56 trillion.  
This amounted to 218 percent of their combined 
GDP, five percentage points above the first 2016 
quarter. 
China accounted for $2 trillion of this rise, with 
its debt now at almost $33 trillion, led by 

households but also company borrowing the IIF 

said. 
"Rising debt may create headwinds for long-
term growth and eventually pose risks for 
financial stability," the report said. 

"In some cases, this sharp debt build-up has 
already started to become a drag on sovereign 
credit profiles, including in countries such as 
China and Canada." 

High debt levels may soon come into greater 
focus if central banks from the U.S. Federal 
Reserve to the European Central Bank start 
unwinding some of the stimulus they have 
pumped into world markets. U.S. interest rates 
are already on the rise, potentially boosting the 
dollar and global borrowing costs. 

Recent ECB comments have also fuelled 

expectations it will announce a reduction in 
stimulus as soon as September. The Bank of 
International Settlements (BIS) this week urged 
policymakers to press on with rate rises 
notwithstanding financial market turbulence. 

Higher global borrowing costs could weigh most 
heavily on those who took out dollar debt and 
will need to repay it or roll over in coming years.  
The IIF report found that emerging markets 
had over $1.9 trillion of emerging bonds and 
loans falling due by end-2018, and 15 percent 
of this was denominated in dollars. The 
biggest redemptions were in China, Russia, 
Korea and Turkey, it said. 
Emerging hard currency-denominated debt 

rose by $200 billion in the past year - growing 
at its fastest pace since 2014 - and 70 percent 
of this has been in dollars, the report found.  
"Rollover risk is high," the IIF added. 

 
(Reporting by Sujata Rao; Editing by Toby Chopra) 
( sujata.rao@thomsonreuters.com ; 44 20 7542 6176 
; Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net)  
 
 

Upbeat outlook, investor inflows lift 

emerging market first-half issuance  

30-Jun-2017  
adds data on equity markets, details, updates 

lead 
LONDON, June 30 (Reuters) - An improving 

economic backdrop and yield-hungry 
investors helped lift hard-currency debt sales 
by emerging market governments and firms in 
the first six months of 2017, with fundraising 
on equity markets also getting a boost. 

Bond sales from corporate and sovereign issuers 
across developing nations have risen to just over 
$355 billion in the first six months of 2017 -- the 
strongest half-year performance in at least 10 

years, according to Thomson Reuters data. 
All global regions saw an increase in both the 
volume and amount of deals, the data showed, 
with issuers in the Asia-Pacific region making up 

nearly 50 percent of all debt sales. 
"It's an alliance of convenience," said Michael 

Power, a strategist at Investec Asset 
Management. "Emerging markets want to 
borrow and on the other side are people who 
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mailto:aaron.maasho@thomsonreuters.com
rm://aaron.maasho.thomsonreuters.com@reuters.net/
mailto:sujata.rao@thomsonreuters.com
rm://sujata.rao.thomsonreuters.com@thomsonreuters.net/?message=


 

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 

want the yield." 

Fund managers, faced with low interest rates 

across much of the developed world, have been 
ploughing money into emerging markets for 
months, at levels similar to those seen during 
the so-called commodity super cycle. 
Yet the prospect of policymakers in the 
developed world hiking interest rates or 

withdrawing stimulus has also prompted 
issuance, said Patrick Esteruelas at Emso Asset 
Management. 
"It makes sense to lock in long-term funding at 
favourable rates," said Esteruelas, adding the 
threat from U.S. President Donald Trump's 

reflationary policies had contributed to the mix.  
"If all those policies had actually materialised, 
emerging markets would have been on a 

different planet, so there was a lot of front 
loading before the new Trump term got going." 
Issuance from emerging market governments, 
which account for around a third of debt sales, is 

expected to continue at a fast pace, said 
JPMorgan in its emerging market outlook sent to 
clients earlier in the month. 
A number of governments joined the latest 
issuance wave. 
Egypt sold $3 billion in May -- twice as much 
as expected -- following a five-year hiatus 
after the Arab Spring uprising. Argentina 

surprised markets with a 100-year issue in 
June, of which it sold $2.75 billion just over a 
year after emerging from its latest default. 

JPMorgan, which runs the most widely used 
emerging debt indexes, expects total sovereign 
debt issuance from developing countries to 
amount to $143 billion in 2017, compared to 
just under $130 billion last year.  

It estimated corporate debt issuance across 
emerging markets would amount to $380 billion 
in 2017, with just over $208 billion already 
issued by early June.  
Equity markets painted a similar picture. The 
first six months of the year saw 405 companies 
listing on stock exchanges across emerging 

markets - the highest number of initial public 
offerings (IPOs) in at least 10 years, according 
to Thomson Reuters data. 

In volume terms, this raised nearly $30 billion, 
almost double the amount raised in the first half 
of last year but short of the nearly $40 billion 

brought in in the second half of 2016.  
The Asia-Pacific region accounted for nearly $25 
billion of IPO volume across 375 stock market 
debuts - the highest number of listings in at 
least 10 years. 
The total amount of funds raised on equity 
markets, including rights issues, stood at $87.5 

billion since the start of the year, the data 
showed. 
Emerging equities have had a stellar start to the 
year, with the MSCI emerging benchmark  up 

nearly 18 percent since the start of the year.  
 
(Reporting by Karin Strohecker and Sujata Rao Editing 
by Jeremy Gaunt) 

(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 

karin.strohecker.reuters.com@reuters.net )) 
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