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ASIA 
 

Azerbaijan 

Azerbaijan ups 2019 budget deficit 

forecast to 2.5 pct of GDP  

27-Nov-2018  
BAKU, Nov 27 (Reuters) - Azerbaijan has 

raised its 2019 budget deficit forecast to 2.5 
percent of gross domestic product (GDP) from 
a previous 2.3 percent due to a rise in 
projected revenue and spending, the finance 
minister said on Tuesday. 

In nominal terms the budget deficit increased to 
2.022 billion manats ($1.19 billion) from 1.862 
billion manats projected in the previous draft 

and from 951 million manats or 1.3 percent of 
the GDP projected for this year. 
Revenue is now seen at 23.168 billion manats, 
up from a previous projection of 22.917 billion 
manats and from this year's 22.149 billion 
manats. Spending is expected at 25.19 billion 
manats, up from a previous 24.78 billion manats 

and from 23.1 billion manats in 2018. 
Finance Minister Samir Sharifov told reporters 
that a rise in revenue was mainly expected 
from an anticipated increase in customs 
revenue. 

The oil-rich country's GDP was expected to grow 
3.6 percent in 2019, up from 2 percent expected 
this year. 
The budget draft, to be submitted to 
parliament, is based on a projected oil price of 
$60 per barrel, up from $55 per barrel in the 
budget for this year. 

A recovery in the price of oil, which with gas 
accounts for about 75 percent of state revenue 

and 45 percent of GDP, has improved economic 
prospects for the ex-Soviet country. 

The government expects a slight rise in oil 
output next year to 38.5 million tonnes from 
37.8 million expected in 2018. Natural gas 
production is expected to rise to 36.91 billion 

cubic metres (bcm) from 30.2 bcm foreseen this 
year. 
The budget draft sees annual inflation slowing to 
3-4 percent in 2019 from 6.1 percent anticipated 
this year. 
 
($1=1.7 manats) 
(Reporting by Nailia Bagirova; writing by Margarita 
Antidze; editing by Richard Balmforth) 
(( margarita.antidze@thomsonreuters.com ; 

+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Bahrain 

Bahrain readies austerity push, 

keeping wary eye on opposition  

28-Nov-2018  
Cash-strapped Bahrain relies on debt 
•Gulf states approved $10 bln aid package 
•Legislators to approve more austerity 
measures 
•Opposition barred from parliamentary vote 

By Aziz El Yaakoubi and Nafisa Eltahir 
DUBAI, Nov 28 (Reuters) - Bahrain's new 

parliament is expected to swiftly pass 

sensitive austerity measures needed to secure 
a Gulf aid package, but the U.S.-allied 
government may implement the belt-
tightening in stages to avoid provoking public 
anger. 

The Sunni-led authorities have kept a lid on 
dissent since a Shi'ite uprising in the island 
kingdom in 2011 was quelled with the help of 
neighbouring Saudi Arabia, which fears 

instability in Bahrain will encourage unrest 
among its own Shi'ite minority.  
But Bahrain, a cornerstone of U.S. military 
power in the region, could face a fresh test of its 
ability to curb opposition unrest as it implements 
reforms to subsidies and pensions required by 
Gulf Arab donors to avert a debt crisis. 

Authorities are expected to phase in the 

changes, hoping to soften the impact, to prevent 
protests by opposition forces who see the 
assembly as illegitimate after they were barred 
from contesting last week's elections, analysts 
said. 

Bahrain, which lacks the vast oil wealth of other 
Gulf states, needs to slash state spending 
because its finances have been hit by an oil price 
slump since 2014. Bahrain has struggled to curb 
outlays while avoiding public anger over fiscal 
reforms. 
"The economy will be the biggest issue for the 

new House of Representatives," said Jamal 
Fakhro, deputy president of Bahrain's upper 

house. "The new parliament has to be aware 
that there are some issues that can't be delayed, 
because any delay won't be in Bahrain's 
interest." 
Saudi Arabia, Bahrain's main backer, along 

with the United Arab Emirates and Kuwait, 
offered Manama a $10 billion aid package 
over five years to 2022 to bail out the 
government if it pushes through fiscal reforms 
to achieve budget balance. 

The austerity measures are likely to face 
resistance from Shi'ite Bahrainis who say they 
are already deprived of jobs and government 
services and treated as second class citizens in 

the country of 1.5 million, home to the U.S. Fifth 

Fleet. 
The authorities deny discrimination and accuse 
Iran of fomenting unrest that has seen 
protesters clash with security forces, who have 
been targeted by bomb attacks. Tehran denies 

the charges. 

Activists have described the elections as a 

"farce" after the government dissolved the main 

opposition groups and barred their members 
from running.  
The opposition may use austerity measures to 
challenge the legitimacy of the new parliament. 
"We are studying calling for protests and moving 
the street against austerity and new taxes," said 

Ali Al Asawad, a leader of closed opposition 
group al-Wefaq, who lives in self-imposed exile 
in London and has been sentenced in absentia to 
life in prison on espionage charges, which he 
denies. 
Al-Wefaq, Bahrain's biggest opposition group, 

once controlled almost half of Bahrain's lower 
house with 18 seats in 2010. Opposition groups 
boycotted the 2014 elections.  

ECONOMIC PINCH 
While Bahrain may see rallies against rising 
costs, anti-austerity protests are unlikely to be 
widespread, said Glen Ransom, a senior analyst 

at Control Risks Middle East, noting that 
previous subsidy cuts, the introduction of excise 
tax and approval of value-added tax did not 
cause significant unrest. 
"The government will attempt to reduce any 
public backlash by easing the impact on 
Bahraini nationals, which may include 
targeted subsidies and a phased approach to 
austerity measures." 

Most candidates running in last week's elections 
defended the economic reforms as necessary to 

maintain stability.  
"The VAT has to do with the political will and is 
part of the obedience to our guardians... and in 
everybody's interest," Jamal Daoud, a lawmaker 
and candidate said on social media. 

Bahrain released a 33-page fiscal plan last 
month after signing the Gulf aid agreement to 
fix its finances and abolish its budget deficit by 
2022. Manama had projected a $3.5 billion 
budget deficit in 2018. 
Bahrain is due to receive up to $2 billion by the 

end of the year as a first aid package installment 
after legislators approved introducing value-
added tax (VAT) in 2019. 
Bahrain's parliament has limited power but the 

two houses approve the state budget and 
economic policy.  
"The new parliament will be involved in every 

step of the government's Fiscal Balance 
Program," a government spokeswoman told 
Reuters.  
Ali Al Aradi, deputy president of the outgoing 
House of Representatives, said the government 
plan would be approved in January, and the 
state budget for 2019 and 2020, which are 

expected to see more cuts, by next April.  
Other wealthier Gulf states have passed similar 
subsidies and tax reforms after oil prices 
plunged in 2014. 

Bahrainis are being asked to accommodate 
austerity measures at a time when their incomes 

and opportunities are stagnant, said Elizabeth 
Dickinson, Senior Analyst for the Arabian 
Peninsula at the International Crisis Group. 
"These trends align with growing sentiment 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  4 

among many Bahrainis, particularly the 

communities that backed the government in the 

2011 uprising and its aftermath, that the pace of 
economic change and the improvement of social 
services is just too slow."  
 
(Reporting By Aziz El Yaakoubi and Nafisa Eltahir, 
editing by Ghaida Ghantous, William Maclean) 
(( aziz.elyaakoubi@thomsonreuters.com ; 
+971552994086; Reuters Messaging: 
aziz.elyaakoubi.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China 

China envoy rejects dumping U.S. debt: 

good news for USD  

28-Nov-2018  
China's ambassador to the United States, Cui 
Tiankai, says he does not believe Beijing is 
seriously considering using its massive 
holdings of U.S. Treasury debt as a weapon in 

the U.S.-China trade war, and that's good news 
for USD bulls. "We don't want to cause any 
financial instability in global markets," Cui said 

when Reuters asked if China would consider 
selling Treasuries or reducing purchases should 
trade tensions worsen. The question to Cui 
preceded a high-stakes dinner scheduled 
between Chinese leader Xi Jinping and U.S. 

President Donald Trump in Buenos Aires on 
Saturday, which may or may not pour oil on 

troubled trade waters. China is the largest 
foreign holder of U.S. Treasury debt, with $1.15 
trillion on Sept. 30, according to the latest 
Treasury data. Selling a chunk of those holdings 
would weaken the USD. 
 
(( robert.howard@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India set to miss 2018/19 fiscal deficit 

target  

26-Nov-2018  
MUMBAI, Nov 26 (Reuters) - India is set to 

miss its fiscal deficit target for the year 
ending March 2019 due to a shortfall in 
revenues and lower-than-targeted 
disinvestment proceeds, India Ratings and 
Research said on Monday.  

The country's 2019 fiscal deficit target has 
been pegged at 3.3 percent of its gross 
domestic product (GDP) or 6.24 trillion rupees 
($88.45 billion). But the credit rating agency 
estimated fiscal deficit at 6.67 trillion - or 3.5 
percent of GDP. 

"The pressure on government finances is mainly 
arising from the revenue side, particularly from 
indirect taxes and non-tax revenue," India 
Rating analysts said in a note. 

Prime Minister Narendra Modi is seeking a 

second term next year but his plans to keep the 

fiscal deficit at 3.3 percent of GDP have come 

under pressure due to muted response from a 
new goods and services tax (GST) in addition to 
welfare benefits schemes, particularly for 
farmers, ahead of the 2019 general elections.  
However, in a separate interview to the 
Economic Times published on Monday, India's 

economic affairs secretary in the finance 
ministry, Subhash Chandra Garg, said the 
government would stick to its fiscal deficit target 
for the year. 
The abrupt roll-out of GST last year has hit 
businesses hard and led to uncertainty around 

revenue collections. 
India Ratings said that despite the reforms 
helping plug leakages in GST collections, 
aggregate indirect tax collections grew only 
4.3 percent in the first half of the year 
compared with a targeted growth of 22.2 
percent for the full year.  

India's GST collection for fiscal 2017/18 was 98 
percent of the budgeted target. 
The government is also expected to miss its 

disinvestment target of 800 billion rupees in 
2019, given that it had received only 152.47 
billion till the end of October, India Ratings said. 
Earlier this year, India had to shelve its plan to 
sell a 76 percent stake in state-owned carrier Air 
India due to lack of interest from bidders - a 

setback not only in its efforts to rescue the ailing 
airline but also for its goal to cut the fiscal 

deficit.  
"By reducing capital expenditure, the 
government will again try to reduce the adverse 
impact of both increased revenue expenditure 
and shortfall in receipts on the fiscal deficit," the 

rating agency said. 
 
($1 = 70.5500 Indian rupees) 
(Reporting by Abhirup Roy; Editing by Sunil Nair) 
(( abhirup.roy@thomsonreuters.com ; + 91 22 6180 
7067; Reuters Messaging: 
abhirup.roy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indian Bonds Little Changed After 

Fresh State Debt Supply   

27-Nov-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Nov 27) -- Indian government bonds 

ended steady after state debt supply, while 

market awaits key events including the 
monetary policy review next week. 

The benchmark 7.17% 2028 bond settled at 
96.35 rupees, yielding 7.73%, against 96.40 
rupees and a 7.73% yield at close yesterday. 
The Indian rupee closed lower at 70.76 to dollar 
against 70.87 at previous close. 

“The demand for state debt was good, 

considering the higher quantum, so bonds 
remained supported,” said Nandan Pradhan, 
chief manager of treasury at Cosmos Co-
Operative Bank. “With key events lined up in the 
next few sessions, bonds are likely to trade in a 
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thin range of 7.70%-7.76% until they play out.” 

Thirteen Indian states raised 139.50 billion 

rupees by selling bonds today at cutoff yields 
that were largely along market expectations. 
Over 90% of these funds were raised by selling 
debt maturing in 10 years or more. 
Bond traders await India’s July-September 
growth data and April-October fiscal deficit 
data due this week. 

State Bank of India expects the second quarter 
GDP growth in a 7.5%-7.6% band, slowing from 
8.2% in April-June, while India Ratings expects 
fiscal deficit at 3.5% this fiscal year, missing the 
government’s target of 3.3% on lower revenues. 
India’s benchmark bond had risen to an over 
six-month high yesterday tracking a sharp fall in 

crude oil prices. However, crude oil prices 

recovered overnight, with the benchmark Brent 
crude oil rising above the $60 per barrel mark. 
The contract was 0.5% higher at $60.77 per 
barrel. 
Saudi Arabia and Russia are likely to meet at G-

20 gathering on Nov. 30 where the topic of 
supply cut is also likely to come up. India 
imports 80% of its crude oil requirements. 
The Indian Monetary Policy Committee’s rate 
decision is due on Dec. 5 and the Organization 
of Petroleum Exporting Countries meets on 
Dec. 6, where oil producers are expected to 
consider an output cut. 

The MPC had kept rates unchanged in October, 

even though it changed the stance to ‘calibrated 

tightening’ from neutral. 
Even as most market participants expect rates 
to be left unchanged next week, they await 
comments or steps on liquidity management, 
which includes further open market bond 
purchases. 

The RBI has so far conducted OMO purchases 
worth 1.26 trillion rupees this fiscal year that 
ends Mar. 31. Nomura and ICRA expect the 
central bank to conduct such purchases worth 
another 300 billion rupees in December. Suyash 
Choudhary, fixed income head at IDFC Mutual 
Fund, expects OMO purchases worth 750 billion 

rupees in the next four months up to March. 
Traders also await results of Indian state 

elections, due on Dec. 11. The results will 
provide cues on the strength of the federal 
government ahead of general elections due in 
early 2019. 

"History suggests that these states (Mizoram, 
Rajasthan, Chhattisgarh, Madhya Pradesh, 
Telangana) will help provide a pulse, but not 
conclusive direction on the general elections,” 
DBS Bank said in a note. “We note that the 
three key states have backed different parties at 
the local vs national polls.” 

 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-6135 3308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 

 

Israel 

Israeli markets show uncertainty over 

next rate hike  

27-Nov-2018  
By Steven Scheer 
JERUSALEM, Nov 27 (Reuters) - Israeli markets 

were mixed on Tuesday after a surprise 
interest rate hike, with financial stocks 
gaining sharply while debt markets showed 
uncertainty over the future course of 
monetary tightening. 

Counter to most analysts' expectations, Israel's 

central bank on Monday raised its benchmark 
interest rate to 0.25 percent from 0.1 percent, 

its first hike since mid-2011. It was also the first 
move since a rate cut in early 2015. 
Stock indexes were buoyed by bank and 
insurance shares -- sectors most sensitive to 

interest rates -- although real estate stocks were 
largely down. Bond yields dropped and the 
shekel was mostly stable.  
"The markets were definitely caught off guard," 
said Saar Golan, a trader at the Meitav Dash 
brokerage, echoing the sentiments of others who 
said the Bank of Israel did not prepare the 

markets for a hike. 
"We didn't think we would see an interest rate 
hike until a good part of next year." 

The main Tel Aviv indexes were up 0.3 percent 
in afternoon trading, with financial shares 
outpacing the broader bourse on the view that 
higher rates will boost income. 
In the debt market, Israel's interest rate 
swaps were pricing in two more rate hikes in 
2019 to 0.75 percent, although yields in 
government bonds have barely priced in one 
more hike. 

"It's unclear to the bond market where it should 
be," said Yonnie Fanning, chief economist at ILS 
Brokers. "It will correct over time but the curve 

is off the mark." 
Israel's benchmark 10-year bond yield jumped 
10 basis points since the rate hike, while the 

bond yield maturing in January 2020 stands at 
0.43 percent, up from 0.31 percent on Sunday. 
Monday's rate action came during a transitory 
period where the meeting was led by deputy 

governor Nadine Baudot-Trajtenberg, who said 
she expected rate hikes to be gradual and 
cautious. 
The Israeli cabinet this month approved Amir 
Yaron, a professor at the University of 
Pennsylvania, as the new governor. He is 
expected to be sworn in next month, before the 

next policy meeting on Jan. 7. 
"This was a borderline decision," Golan said. 
"The data doesn't support the view that rates 
will be increasing on a continual basis. Until we 

see data with real inflation and continued strong 
economic growth the Bank of Israel won’t be 

able to justify more rate hikes." 
 
(Reporting by Steven Scheer, editing by Ed Osmond) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
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2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Jordan 

Jordan cabinet approves $13 bln 

budget for 2019  

28-Nov-2018  
•Gov't says draft budget keeps rein on 
spending to curb debt 
•Jordan focuses on tax hikes and refrains 
from public wage reform 

By Suleiman Al-Khalidi 

AMMAN, Nov 28 (Reuters) - Jordan's cabinet 

approved on Wednesday a 9.25 billion dinar 

($13 billion) budget for 2019 as part of a 
reform of public finances to ease the country’s 
record debt burden and spur economic growth 
hit by conflict in the region, officials said. 

Finance Minister Izzedin Kanakrieh said the 
budget, which will be sent to parliament for 
approval, envisaged a deficit equal to 2 percent 
of Jordan's gross domestic product. 

The cabinet expects state revenues of 8.6 billion 
dinars next year, boosted by IMF-backed tax 
increases to help the kingdom restore fiscal 
prudence for a sustained recovery, the officials 
added. 

Estimates in the projected budget include 
around 600 million dinars in foreign aid. Direct 

cash support by major donors traditionally 
covers chronic budget shortfalls. 
Kanakrieh told the pro-government al Mamlaka 
television station that a tax bill that parliament 
approved earlier this month will help the 
government to cut down on rampant tax 
evasion. 

Critics say the tax bill will dampen domestic 
consumption and deal a blow to investor 
sentiment, already hit by political uncertainty 
over risks of a new wave of protests. 
An earlier version of the bill triggered some of 
the largest protests in years last summer that 

brought down the previous government. 
Prime Minister Omar al Razzaz has pushed the 
new tax bill, saying its passage was needed to 
get a clean bill of health from the IMF and lower 
the cost of servicing over $1.4 billion in foreign 
debt due next year. 
Jordan's economy has been badly hit by conflict 

in neighbouring Syria and Iraq, both traditionally 
major trading partners.  
Its public finances are under strain and the 
government is struggling to curb a public debt 
of over $37 billion, equivalent to 96 percent of 
GDP. 
An expansionist fiscal policy in previous years 
characterised by job creation in the public 
sector had pushed the debt to record levels. 
Over the last two years the kingdom has 

raised general sales taxes and cut subsidies 
under an IMF austerity programme aimed at 
lowering public debt to 77 percent of GDP by 
2021.  

Jordan cannot expect high levels of aid that have 

underpinned the stability of the kingdom to be 

maintained indefinitely, Western donors say. 
But the austerity steps have hurt the economy, 
with growth expected to continue to stagnate at 
around 2 percent next year. That is almost half 
the levels seen over the last decade during a 
boom period fed by high aid levels and capital 

inflows and investments. 
While the government has focused on fiscal 
reforms, it has refrained from public wage 
reforms that remain a red line, donors say.  
Economists say maintaining a large bureaucracy 
which consumes the bulk of state expenditure is 

increasingly untenable.  
 
($1 = 0.7090 Jordanian dinars) 
(Reporting by Suleiman Al-Khalidi 
Editing by Robin Pomeroy and David Stamp) 
(( suleiman.al-khalidi@thomsonreuters.com ; +962 79 
5521407; Reuters Messaging: suleiman.al-
khalidi.reuters.com@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

Lebanon exceeds budget, needs a new 

government  

28-Nov-2018  
BEIRUT, Nov 28 (Reuters) - Highly-indebted 

Lebanon has exceeded its budget for 2018 

and authorities are taking steps to make sure 
the state can continue to fund itself as 
politicians struggle to form a new 
government, the caretaker finance minister 
said on Wednesday.  

More than six months since parliamentary 
elections, Prime Minister-designate Saad al-
Hariri has hit a wall in his efforts to form a 
national unity government as political factions 

jostle for positions in a new cabinet. 
Politicians have warned there is a risk of 
economic crisis if a government is not formed 
soon.  
The minister, Ali Hassan Khalil, said the 

government had spent more than it budgeted for 
this year, to meet the rising costs of health, 

electricity, garbage disposal and increased public 
sector wages.  
But he said Lebanon would continue to meet its 
obligations.  
"Lebanon ... is committed to paying all its debts 
and debt servicing. This is something we have 

become accustomed to in the past and will 
continue to do so in the coming period," he said. 
Lebanon has the world's third highest debt-
to-GDP ratio and a new government must be 
in place before Lebanon embarks on major 
fiscal reforms. The International Monetary 
Fund said in June these reforms are urgently 
needed to put the debt on a sustainable 
footing.  

"We are passing through a slightly delicate stage 

which requires a higher level of coordination 
between political decision-making, the ministry 
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of finance and the central bank," Khalil said in a 

televised speech after meeting President Michel 

Aoun.  
"We are trying to follow up on the matter as 
quickly as possible so as not to affect .. securing 
the funding needed by the Lebanese treasury," 
he added. 
The World Bank estimates Lebanon's national 

debt will stand at 155 percent of gross 
domestic product by the end of 2018 and that 
the rise in current spending will increase the 
fiscal deficit to 8.3 percent of GDP in 2018, 
from 6.6 percent in 2017. 

Khalil said Lebanon was facing a "very big 
challenge" as a result of internal and external 
factors and urged the swift formation of a new 
government.  

"The issue is no longer a general request, nor a 
matter of political luxury, but a fundamental 
structural need so that we can carry on in the 
coming period," Khalil said.  
 
(Reporting by Laila Bassam  
Writing by Lisa Barrington 
Editing by Gareth Jones and Andrew Heavens) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Malaysia 

Central Bank of Malaysia - Detailed 

Disclosure of International Reserves as 

at end-October 2018  

30-Nov-2018  
In accordance with the IMF SDDS format, the 
detailed breakdown of international reserves 
provides forward-looking information on the 
size, composition and usability of reserves 
and other foreign currency assets, and the 

expected and potential future inflows and 
outflows of foreign exchange of the Federal 
Government and Bank Negara Malaysia over 
the next 12-month period.  

The detailed breakdown of international reserves 

based on the SDDS format is shown in Tables I, 
II, III and IV. As shown in Table I, official 
reserve assets amounted to USD101,696.2 
million, while other foreign currency assets 

amounted to USD52.3 million as at end-October 
2018. As shown in Table II, for the next 12 
months, the pre-determined short-term outflows 
of foreign currency loans, securities and deposits 
which include among others scheduled 
repayment of external borrowings by the 

Government and repayment of maturity 
proceeds from the foreign currency Bank Negara 
Interbank Bills amounting to USD1,469.9 
million. The short forward positions amounted to 
USD22,794.9 million, reflecting the management 

of ringgit liquidity in the money market. In line 
with the practice adopted since April 2006, the 

data excludes projected foreign currency inflows 
arising from interest income and the drawdown 
of project loans amounting to USD2,525.0 

million in the next 12 months.As shown in Table 

III, the only contingent short-term net drain on 

foreign currency assets are Government 
guarantees of foreign currency debt due within 
one year, amounting to USD108.1 million. There 
are no foreign currency loans with embedded 
options, no undrawn, unconditional credit lines 
provided by or to other central banks, 

international organisations, banks and other 
financial institutions. Bank Negara Malaysia also 
does not engage in foreign currency options vis-
à-vis ringgit.  
Overall, the detailed breakdown of international 
reserves under the IMF SDDS format indicates 

that as at end-October 2018, Malaysia's reserves 
remain usable. 
y assets, and the expected and potential future 

inflows and outflows of foreign exchange of the 
Federal Government and Bank Negara Malaysia 
over the next 12-month period.  
 
(C) Copyright 2018 - Central Bank of Malaysia 
 
 

Pakistan 

Pakistan likely to pay back IMF before 

Chinese debt-U.S.  

28-Nov-2018  
By David Lawder 

WASHINGTON, Nov 27 (Reuters) - Pakistan is 

likely to pay off an International Monetary 
Fund bailout before its loans from China come 
due, easing concerns that IMF funds will be 
used to pay back Chinese creditors, the U.S. 

Treasury's top diplomat said on Tuesday. 

David Malpass, the Treasury's undersecretary for 
international affairs, told a U.S. Senate Foreign 
Relations subcommittee hearing that the Trump 
administration was pushing for more 
transparency in Chinese lending, including to 
Pakistan.  
Pakistan is negotiating with the IMF over 
terms of its second bailout since 2013, a loan 
package valued at about $6 billion, according 
to local media, with a deal now expected in 
mid-January. 

Pakistan's new president, Imran Khan, 
requested the bailout in October to deal with a 
mounting balance-of-payments crisis.  
Pakistan is a major recipient of China's Belt and 

Road infrastructure initiative, with Beijing 
pledging to finance some $60 billion in port, 
road and railway projects there. But Pakistan's 
debt woes have prompted Islamabad to scale 
back some of the projects.  
"One of the challenges is that in many cases 
they haven't disclosed the terms of that debt," 

Malpass said of the Chinese loans to Pakistan. 
"In general terms, we think the maturity of 
the Chinese debt comes after the IMF would 
have been repaid." 

Secretary of State Mike Pompeo said earlier this 
year that there was "no rationale" for a program 
that repays Pakistan's loans to China.  
Malpass said the challenge in the Pakistan-IMF 
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talks is to forge a program that will foster 

"substantial economic reform" in Pakistan and 

put its finances on sustainable path. 
A U.S. Treasury delegation was recently in 
Pakistan to work with local officials, he added. 
Malpass also said a lack of transparency in 
Chinese lending was not unique to Pakistan, 
noting that basic terms like the interest rate and 

maturity are often not disclosed, sometimes 
even to some parts of the borrower 
governments. 
"China is lending in many countries where the 
terms of the loan are simply not given and that 
gives China a lot of leverage within its program," 

Malpass said. "And it's something that we're 
pushing back on very hard in the Paris Club, in 
the OECD, in the IMF, the World Bank, at the 

G20 and in the G7." 
Earlier on Tuesday, China's ambassador to the 
United States, Cui Tiankai, pushed back against 
any suggestion that China's infrastructure loans 

were causing debt crises. 
"How can you say building roads and bridges will 
hurt their economies?" Cui told Reuters in an 
interview. 
"If they do not need it, they will not ask us to 
build it. That's quite clear. All these things are 
done based on mutual agreement between the 

countries concerned and China." 
 
(Reporting by David Lawder; Editing by Kim Coghill) 
(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistani rupee plunges in likely 

devaluation amid IMF talks   

30-Nov-2018  
•Rupee tumbles more than 5 percent 
•Traders say devaluation triggered by IMF 
bailout talks 
•Inflation at 4-year high, c.bank seen hiking 
rates 

By Syed Raza Hassan and Drazen Jorgic 
KARACHI/ISLAMABAD, Nov 30 (Reuters) - The 

Pakistani rupee plunged more than 5 percent 
against the dollar on Friday in what dealers 
suspected was the sixth devaluation in the 
past 12 months, linking the move to ongoing 
bailout talks with the International Monetary 
Fund (IMF). 

The currency has lost about a third of its value 
against the dollar since the first devaluation in 
December 2017, as officials have sought to tame 

a ballooning current deficit that threatens to 
trigger a balance of payments crisis. 
The devaluations have stoked inflation to a four-
year high and piled political pressure on new 
Prime Minister Imran Khan to stabilise the 
economy, with growth forecast to slow sharply 

next year. 

The rupee was down 5.5 percent by 11.45 a.m. 
(0645 GMT), trading at about 141.50 per dollar 
having plunged as low as 143 in early trading, 
market participants said. 

"It's another bout of devaluation... It's kind of 

ground preparation for Pakistan to enter an IMF 

programme," said Fawad Khan, head of research 
at brokerage firm BMA Capital. 
Traders say the State Bank of Pakistan (SBP) 
effectively devalues the currency by withdrawing 
support in the thinly traded foreign-exchange 
market. 

The SBP had no immediate comment when 
contacted by Reuters. 
The bank has hiked its main interest rate by 275 
basis points since January, to 8.5 percent, and 
another rise is expected later on Friday when 
SBP announces its latest rate decision. 

Inflation hit 7 percent last month, the highest 
level since September 2014, stoking unease 
amid rising food prices. 
The IMF predicts that economic growth, which 
hit 5.8 percent in the year to end of June, will 
slow down sharply from a 13-year high. The 
IMF last month predicted growth would ease 
to 4 percent in 2019 and about 3 percent in 
the medium term. 

The current account deficit widened 43 percent 

to $18 billion in the fiscal year that ended in 
June, while the fiscal deficit has ballooned to 6.6 
percent of gross domestic product during that 
period. 
Saudi Arabia, a staunch ally, has promised $6 
billion in short term loans to aid the economy, 
including $3 billion to prop up Pakistan's 
dwindling foreign currency reserves. China 

has also vowed to help, though it has not 
announced how much it would lend to its 
neighbour. 
But Pakistan's economy will still need its 
second IMF assistance package since 2013, 
when the IMF loaned Pakistan $6.7 billion. 

This month, Pakistan and the IMF failed to agree 
on a bailout package during a visit by an IMF 
delegation, with Pakistani officials setting mid-

January as the target date for the new package 
to be signed off by the IMF. 
Analysts say the IMF has been pushing Pakistan 
to weaken the rupee, and urging greater 
exchange rate flexibility. 
"It's positive. If they're doing what the IMF is 

telling them, and they go for the bailout, it's a 

good thing for the economy," said Saad 
Hashemy, chief economist at local brokerage 
Topline Securities. 
 
(Writing by Drazen Jorgic; Editing by Simon Cameron-
Moore and Nick Macfie) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka 

Sri Lanka parliament cuts PM's budget 

as crisis drags on  

29-Nov-2018  
By Ranga Sirilal 
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COLOMBO, Nov 29 (Reuters) - Sri Lanka's 

parliament cut the budget of the Prime 
Minister's office on Thursday, a move 
designed to hinder disputed premier Mahinda 
Rajapaksa whose supporters boycotted the 
vote in the latest twist in a weeks-long 
political standoff.  

Lawmakers opposed to Rajapaksa, who has lost 
two no-confidence votes in parliament, regard 
his administration as illegitimate and say he 

should not be able to use government money for 
his day-to-day expenses.  
"This means the prime minister will be 
dysfunctional. We will bring a similar motion 
tomorrow to cut down the expenditure of all 
other ministers," said Ravi Karunanayake, the 
former finance minister who proposed 

Thursday's motion which passed 123 to none in 
the 225-member parliament.  
The vote comes more than a month after 
President Maithripala Sirisena triggered the crisis 
by ousting former Prime Minister Ranil 
Wickremesinghe and replacing him with 
Rajapaksa, who was then in turn sacked by 

parliament. 
In another development on Thursday, the main 
ethnic minority Tamil party TNA said it would 
support a coalition led by Wickremesinghe's 
party if his government were restored. They 
previously stood in opposition.  

That would give Wickremesinghe's coalition a 
clear majority in parliament which Rajapaksa, at 

present, cannot muster. 
"ILLEGAL MEETINGS" 
Rajapaksa was president from 2005-2015, a 
decade of rule that critics said became 
increasingly authoritarian and marred by 

nepotism and corruption. 
He presided over a bloody government victory 
over separatist rebels from the Tamil minority in 
2009, ending a 26-year civil war. 
Rajapaksa and his loyalists denounced 
Thursday's vote as "illegal" and questioned the 
impartiality of parliament's speaker. 

"Speaker is acting completely illegally and 
arbitrarily. We are not participating in such 
illegal meetings," Rajapaksa told reporters in 

parliament before Thursday's proceedings 
started. 
While the rhetoric remained belligerent from 

both sides, the atmosphere has cooled since 
Rajapaksa loyalists threw chairs and chilli paste 
at the speaker to try to disrupt a no-confidence 
motion almost two weeks ago.  
The focus is now on the courts, which are next 
week expected to rule on whether Sirisena's 
sacking of Wickremesinghe on Oct. 26 and then 

his dissolution of parliament on Nov. 9 were 
constitutional.  
The latest political ructions have not led to 
widespread unrest and violence. 

Rajapaksa is seen as a hero by many among Sri 
Lanka's Buddhist majority for ending the war but 
has been accused by diplomats of human rights 

abuses, particularly at the end of the conflict, 
which he denies.  
 

(Reporting by Ranga Sirilal and Shihar Aneez 
Editing by John Geddie and Nick Macfie) 
(( John.Geddie@thomsonreuters.com ; +65 6403 
5578; Reuters Messaging: 
john.geddie.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

United Arab Emirates 

Moody's Says Sharjah's Credit Profile 

Supported By UAE Membership And 

Low But Rising Debt Burden    

27-Nov-2018  
Nov 27 (Reuters) - Moody's: 
Moody's says Sharjah's credit profile 
supported by UAE  membership and low but 
rising debt burden. 

Moody's says Sharjah's institutional strength 
constrained by lack of transparency reflected in 
limited scope and frequency of official economic 
data. 
Moody's says Sharjah's key credit challenges 
include rise in government debt since its 
rating was assigned in 2014 and limited policy 
and data transparency. 

Moody's on sharjah says there is also a lack of 
visibility in decision-making process at federal 
level. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Belarus 

Belarus needs to pay $5.4 bln in FX 

debt in 2019-2020  

26-Nov-2018  
MINSK, Nov 26 (Reuters) - Belarus needs to 

repay $5.4 billion worth of foreign debt in 
2019 and 2020, Belta news agency quoted 
Finance Minister Maxim Ermolovich as saying 

on Monday. 

Ermolovich also said that Belarus may issue 
Eurobonds in 2020, Belta reported. 
 
(Reporting by Andrei Makhovsky; Writing by Andrey 
Ostroukh; Editing by Toby Chopra) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bulgaria 

Bulgaria's gross foreign debt adds 

0.9% y/y at end-Sept  

28-Nov-2018  

SOFIA (Bulgaria), November 28 (SeeNews) - 

Bulgaria's gross foreign debt increased by an 
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annual 0.9% to 33.72 billion euro ($38.06 
billion) at the end of September, the central 

bank said. 

The gross foreign debt was equivalent to 63.9% 
of the projected 2018 gross domestic product 
(GDP), down from 64.7% of GDP at the end of 
September 2017, the Bulgarian National Bank 
said in a statement. 
Compared with the end of August, Bulgaria's 

external debt edged down by 0.3%. 
 
($ = 0.8859 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bulgaria parliament approves 2019 

budget bill with small deficit  

29-Nov-2018  
SOFIA, Nov 29 (Reuters) - Bulgaria's 

parliament approved on a final reading on 
Thursday the centre-right government's 2019 
draft budget that targets a fiscal deficit of 0.5 
percent of economic output and envisages 
higher spending on public sector salaries and 
education. 

The Balkan country is funding a 10 percent 
increase in monthly pay for all public servants 
and has earmarks more funds for small 
municipalities in an effort to please voters ahead 
of next year's local and European Union 
elections.  
The government expects Bulgaria's small, open 

economy to expand by 3.7 percent next year 
compared to 3.6 percent in 2018, while average 
annual inflation is expected to accelerate to 3.0 
percent. 
"I am optimistic that the budget (plan) can be 
accomplished," Finance Minister Vladislav 
Goranov said. "Our society will be more 
successful and richer next year." 

The bill envisages higher spending on education, 
including 20 percent increases in teachers' 
salaries to help offset an acute demographic 
crisis, improve literacy levels and pave the way 
for a more highly skilled workforce.  
The mininum monthly salary in the Black Sea 
state will also be hiked by 10 percent to 560 levs 

($325.83). The corporate tax rate will remain 
unchanged at 10 percent. 
Trade unions have called the budget "the best in 
years", but business associations say wage 
growth that is not linked to public sector reforms 
risks just fueling consumption and imports 
without helping sustainable economic growth. 
Bulgaria, which is expected to end 2018 with 
a budget surplus of 0.5 percent, operates 
under a currency board regime that requires 
its central bank to set interest rates and 
leaves fiscal policy as the only tool to 
influence its economy. 

Bulgaria's fiscal and current account surpluses 
provide it better protection from external risks 

than before the global economic crisis a decade 

ago, a senior Standard & Poor's credit analyst 
said. 
 
($1 = 1.7187 leva) 

(Reporting by Angel Krasimirov 
Editing by Gareth Jones) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510) ) 
(c) Copyright Thomson Reuters 2018. 

 
 

Croatia 

Croatia to offer 1 bln HRK, 10 mln EUR 

in T-bills next week  

29-Nov-2018  
ZAGREB, Nov 29 (Reuters) - Croatia will offer 

one-year treasury bills worth 1.0 billion kuna 
($153.32 million) and 10 million euros 
($11.37 million) at two separate auctions to 
be held on Dec. 4, the Finance Ministry said on 
Thursday. 

At the previous auction, held on Nov. 20, the 

sale almost met target with yield unchanged. 
The euro bills were last auctioned on Oct. 23 . 
Occasionally the ministry also offers three-
month and six-month bills. 
The benchmark overnight rate on the local 
money market was quoted at 0.31 percent on 

Thursday and the one-year rate at 0.53 percent. 
Daily market rates change at 1000 GMT.  
 
($1 = 6.5221 kuna) 
($1 = 0.8796 euros) 
(Reporting by Igor Ilic 
Editing by Raissa Kasolowsky) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czech Finance Ministry estimates first 

retail bond at CZK 5 bln  

29-Nov-2018  
PRAGUE, Nov 29 (Reuters) - The Czech Finance 

Ministry expects a planned first issue of 6-
year retail bonds to reach 5 billion crowns 
($219.21 million), although that amount can 
rise or drop according to demand from the 
public, it said on Thursday. 

The ministry said this week it would start 
offering the bonds to individual investors next 
Monday. The bonds will have step-up interest 

from 0.5 percent in the first year to 4.5 percent 
in the final year. Coupons will be reinvested. 
 
($1 = 22.8090 Czech crowns) 
(Reporting by Jason Hovet) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary 

Hungary's foreign currency debt could 
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drop to 3.3 pct by 2025, pending govt 

decision  

28-Nov-2018  
BUDAPEST, Nov 28 (Reuters) - The share of 

Hungary's foreign currency debt within its 
total debt may drop to 3.3 percent from the 
current level of 20 percent by 2025, pending a 

government decision on refinancing, 
newspaper Vilaggazdasag said, citing the debt 
agency. 

Vilaggazdasag said on Wednesday, citing the 
chief executive of government debt agency AKK, 
Gyorgy Barcza, that around 2-3 billion euros 
worth of foreign currency debt expires each 
year.  
Hungary has been refinancing an increasing 
share of its foreign currency debt from forint-
denominated issuance in the past years. 

 
(Reporting by Krisztina Than and Sandor Peto) 
(( krisztina.than@thomsonreuters.com ; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Moldova 

Moldova appoints new central bank 

governor to push IMF-backed reforms  

29-Nov-2018  

By Alexander Tanas 

CHISINAU, Nov 29 (Reuters) - Moldova's 

parliament on Thursday confirmed Finance 
Minister Octavian Armasu as the new central 
bank governor, a role in which he is expected 
to press on with donor-backed banking 
reforms after the resignation of Sergiu Cioclea 
this month. 

Cioclea told Reuters last week that Moldova had 
turned the corner on bringing more transparency 

to its banking system following a $1 billion 
scandal that plunged the tiny eastern European 
nation into political and economic turmoil. 
"Armasu's candidacy as president of the 
(central bank) meets the requirements and 
expectations of the IMF and the World Bank, 
which is important for Moldova, which has a 
three-year programme with the IMF," 
parliamentary speaker Andrian Candu said 
before the vote. 

"Armasu was a reliable partner of the outgoing 
(central bank) president, including in working 
with the International Monetary Fund, the World 
Bank and other external partners of Moldova," 
Candu said. 
Armasu will stand down as finance minister on 
Friday and will be temporarily replaced by his 

deputy until a permanent replacement has been 
chosen.  
The appointment of Armasu, 49, as central bank 

governor has been welcomed by investors in 
Moldova who believe he will continue the 
reforms initiated by Cioclea following the 

banking scandal.  
That scam, known locally as the "theft of the 

century", triggered street protests, the IMF 
and the European Union froze aid, the leu 

currency plunged to record lows and inflation 
climbed into double digits. 

The central bank has since worked to bring more 
transparency in banking ownership and overseen 
the sale of stakes in large lenders to foreign 
investors.  
Before the vote, Armasu said he would do his 

best to ensure that Moldova's relations with 
external partners remained good.  
 
(Writing by Matthias Williams 
Editing by Gareth Jones) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania aims to sell 4.28 bln lei of 

debt in December  

28-Nov-2018  
BUCHAREST, Nov 28 (Reuters) - Romanian debt 

managers aim to sell leu currency bills and 
bonds worth 4.28 billion lei ($1.04 billion) in 
December, including 480 million lei at non-
competitive rounds of auctions, the finance 
ministry said on Wednesday. 

In November, the ministry sold debt worth 4.9 
billion lei. It has scheduled seven bond tenders 

in December, with residual maturities ranging 
from 1.9 to 12.8 years, as well as one auction 

for 600 million lei worth of one-year treasury 
bills. 
Romania has sold just under 40 billion lei and 
361 million euros of domestic debt so far this 
year. It has also tapped foreign markets for 3.75 
billion euros of 2028, 2029, 2030, 2039 
Eurobonds and $1.2 billion of 2048 dollar bonds. 

 
($1 = 4.1277 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania's budget deficit rises to 2.2 

pct/GDP in Jan-Oct  

29-Nov-2018  
BUCHAREST, Nov 29 (Reuters) - Romania's 

consolidated budget deficit widened to 2.2 
percent of gross domestic product in the first 
10 months from a shortfall of 1.8 percent at 
the end of September, the finance ministry 
said on Thursday. 

The government targets a full-year deficit of just 

under 3 percent of GDP. In nominal terms, the 
gap at the end of October stood at 20.9 billion 

lei ($5.11 billion). 
Revenues were at 24.5 percent of GDP, or 
roughly 232 billion lei. Spending stood at 253 
billion lei. The January-October deficit 
compares with a shortfall of 0.8 percent of 
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GDP in the same period of last year. 

 
($1 = 4.0894 lei) 
(Reporting by Radu Marinas) 
((radu.marinas @thomsonreuters.com ; Reuters 
Messaging: radu.marinas 
.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia 

Russian FinMin says can live without 

foreign buyers of its debt  

28-Nov-2018  
MOSCOW, Nov 28 (Reuters) - Russia can live 

without foreign investors in its state debt as 
domestic investors will keep on buying 
government bonds, Finance Minister Anton 

Siluanov said on Wednesday. 

Speaking at an economic forum, Siluanov said 
he liked the yields that Russia's Eurobonds 
carry, the day after Russia unexpectedly placed 
a 1 billion euro Eurobond. 
 
(Reporting by Katya Golubkova and Darya 
Korsunskaya 
Writing by Andrey Ostroukh) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 

 
 

Russia/Ukraine 

Ukraine dollar-bonds tumble, Russia 

CDS jump on flaring tensions  

26-Nov-2018  
LONDON, Nov 26 (Reuters) - Ukraine's dollar-

denominated sovereign bonds extended their 
fall on Monday while the cost of insuring 
exposure to Russia's sovereign debt jumped 
amid heightening tensions between the two 
countries.  
Ukraine's external debt fell across the curve, 

with the bond maturing in 2025 dropping 2.25 
cents to 87.2 cents, levels last seen around 
Russia's annexation of Crimea in March 2014, 
according to data from Refinitiv. 
Meanwhile, Russia's sovereign hard-currency 
debt also came under pressure and five-year 
credit default swaps rose to a 2-1/2 month 
high of 172 basis points, an increase of 9 bps 

from Friday's close, according to data from 
HIS Markit. 

On Sunday, Russia seized three Ukrainian naval 
ships off the coast of Crimea after opening fire 
on them and wounding several sailors in a move 
that risks igniting a dangerous new crisis 
between the two countries.  

 
(Reporting by Karin Strohecker 
Editing by Jamie McGeever) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Serbia 

Serbian finmin lauds spending plans in 

2019 budget  

28-Nov-2018  
BELGRADE, Nov 28 (Reuters) - Serbia's finance 

minister promised on Wednesday that the 
2019 budget would boost living standards, 
wages and pensions, at the start of a 
parliamentary debate on the spending plans. 

The budget, adopted by the government last 
week, envisages a fall in economic growth to 3.5 

percent from 4.2 percent this year, and a deficit 

of around 0.5 percent of gross domestic product 
(GDP) - in line with estimates by the IMF. 
Finance Minister Sinisa Mali told deputies it 
included spending of 220 billion dinars ($2.10 
billion) for investments and an up to 12 percent 
increase in public sector wages. 
"There are three main features of this budget 
- improvement of the living standards through 
a rise of wages and pensions ... a rise of 
capital investments and ... an improvement of 
the economic environment," Mali said. 

Pavle Petrovic, the head of the government-
appointed Fiscal Council advisory body, earlier 
this week warned that the rise of public sector 

wages was too big and that the budget 

proposals lacks incentives for growth. 
The budget paved the way for the reduction of 
country's public debt to around 51 percent of 
GDP, from around 56 percent foreseen in 
2018, Mali told lawmakers. 

Under provisions of the draft budget, the fiscal 
deficit is seen at 22.9 billion dinars (193.81 
million euros) on revenues of 1.247 trillion 

dinars and expenditures at 1.269 trillion dinars. 
As the ruling coalition led by President 
Aleksandar Vucic's Serbian Progressive Party 
enjoys a comfortable majority of 160 deputies in 
the 250-seat parliament, the vote on the budget 
expected later this week or next is largely seen 

as a formality.  

 
(1 euro = 118.1564 Serbian dinars) 
($1 = 104.7100 Serbian dinars) 
(Reporting by Aleksandar Vasovic 
Editing by Matthew Mpoke Bigg) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Serbia's central govt debt falls to 23.9 

bln euro in September  

29-Nov-2018  
BELGRADE (Serbia), November 29 (SeeNews) - 
Serbia's central government debt went down 
to 23.946 billion euro ($27.2 billion) at the 
end of September from 23.977 billion euro in 
the previous month, according to finance 
ministry data. 

The direct liabilities fell to 22.383 billion euro in 
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September from 22.391 billion euro at the end 

of August, data posted on the website of the 

finance ministry shows. 
 
($ = 0.880582 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Slovakia 

Slovakia sells 226 mln euro worth of T-

bills due June 2019  

26-Nov-2018  
BRATISLAVA, Nov 26 (Reuters) - Slovakia sold 

226 million euros ($257.01 million) worth of 
treasury bills due on June 26, 2019 at an 
auction on Monday, the Finance Ministry's 
Debt and Liquidity Management Agency said. 

Total demand for the bills, maturing on June 26, 
2019, reached 779 million euros compared with 
878 million euros seen at a previous sale of this 
paper on October 22, 2018. 

The accepted yield was -0.3507 percent, 
compared with -0.3372 percent in the October 
auction. 
The bills are being sold from 1.0 billion stock of 
the paper the finance ministry bought into its 
own portfolio in June. The ministry sold 279 
million euros worth to investors in October and 

295 million euros worth in September. 
ARDAL had indicated it aimed to sell 200 million 

euros worth of this paper. 
 
($1 = 0.8794 euros) 
(Reporting by Mirka Krufova; Editing by Tatiana 
Jancarikova) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovenia 

Slovenian central bank sees risks to 

euro zone economic growth  

27-Nov-2018  
LJUBLJANA, Nov 27 (Reuters) - Global trade 

conflicts, uncertainty regarding Italian fiscal 
plans and Brexit represent risks to further 
euro zone economic growth after it slowed in 
the third quarter of 2018, the Bank of 
Slovenia said in a report on Tuesday. 

"In the euro zone, economic slowdown has 
continued in October and November, at least 

judging by PMI (purchasing managers' index) 
indicators, while there are risks to further 
economic growth," it said. 
It added that Slovenia can expect "solid 
economic growth" in the last quarter of 2018 but 

warned there are risks regarding budget 
spending in 2019. 

"In present favourable economic conditions 
sufficient fiscal surpluses should be created to 
reduce public debt," the bank said, adding 

structural reforms are needed to ensure long-

term fiscal stability. 
The government plans a budget surplus of 
about 0.2 percent of GDP in 2019, amid a 
significant hike in public sector wages, versus 
a surplus of 0.5 percent this year. 

 
(Reporting by Marja Novak 
Editing by Robin Pomeroy) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Turkish draft law to enable treasury to 

issue various sukuk  

30-Nov-2018  
ANKARA, Nov 30 (Reuters) - The Turkish 

treasury will be allowed to issue different 
types of sukuk in domestic and foreign 
markets, according to a draft law proposed to 
parliament on Friday. 

The draft law also included amendments to 
unemployment payments, manufacturing 
incentives, insurance sector guarantees and rent 

increases. 
 
(Reporting by Nevzat Devranoglu 
Writing by Ezgi Erkoyun 
Editing by Dominic Evans) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

Ukraine dollar bonds fall as Russia 

tensions escalate  

26-Nov-2018  
LONDON, Nov 26 (Reuters) - Ukraine's dollar-

denominated bonds fell across the curve on 
Monday after Russia seized three of its naval 
ships on Sunday in a move that risks igniting 
a dangerous new crisis between the two 
countries. 

The bond maturing in 2027 sustained the largest 
falls, slipping 0.625 cents to its lowest level 
since March 2016, according to data from 
MarketAxess.  

Ukrainian President Petro Poroshenko said he 
would propose that parliament impose martial 
law while the U.N. Security Council will meet on 
the latest developments at the request of 
Moscow and Kiev. 
 
(Reporting by Karin Strohecker, editing by Josephine 
Mason) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
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LATIN AMERICA AND 

CARIBBEAN 

 

Fitch Says Negative Rating Pressures 

Build For Latin America Sovereigns  

29-Nov-2018  
Nov 29 (Reuters) - Fitch: 
Fitch says negative rating pressures build for 

Latin America sovereigns. 

Fitch says tightening external financing 
conditions, lukewarm and uneven growth will 
continue into 2019 for Latin America sovereigns. 
Fitch says political risk could remain a source of 
negative surprises for Latin America region. 

Fitch says persistent fiscal challenges and 
political risks will continue into 2019 for Latin 

America sovereigns. 
Fitch says expects resolution of Venezuela's 
default to take a long time. 
Fitch says new governments in Mexico and brazil 
will face challenges executing on economic 
reform agendas. 
Fitch says do not expect any speculative-
grade Latin America sovereigns to reach 
investment grade in 2019. 

Fitch says tougher external financing conditions 
to be greater challenge for Latin American 
countries with larger current account deficits, 
limited FDI. 

Fitch says declining popularity of Argentina's 

president Macri, its austerity programme under 
IMF agreement, raises uncertainties for elections 
in oct. 
Fitch says tougher external financing conditions 
to be greater challenge for Latin American 
countries with weak liquidity, high USD-
denominated government debt. 
Fitch says Argentina and Ecuador will be most 
vulnerable Latin American sovereigns to 
tougher external financing conditions. 

 
(( Reuters.Briefs@thomsonreuters.com ;;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina 

IMF approves 2nd review of Argentina, 

paves way for $7.6 bln in funds  

26-Nov-2018  
By Scott Squires 

BUENOS AIRES, Nov 26 (Reuters) - The 

International Monetary Fund has completed 
its second review of Argentina, the fund said 
on Monday, paving the way for the country to 
receive $7.6 billion under a $56.3 billion 
financing deal. 

The next disbursement will be made once the 

IMF executive board approves the staff-level 
inspection of Argentina's fiscal and monetary 

policy required under the agreement announced 
in June, the fund said in a statement. 
IMF officials conducted the review in Buenos 

Aires from Nov. 9 to 16, and met with 
Economy Minister Nicolas Dujovne and Central 

Bank Governor Guido Sandleris, the statement 
said. 

Argentina renegotiated the deal, the fund's 
largest ever, in September after the peso lost 
half its value against the greenback in 2018, 
sparking investor fears over the country's ability 
to service its international debts in 2019. 

In line with the agreement, Argentina's Congress 
passed an austere 2019 budget earlier this 
month to balance the country's fiscal deficit next 
year.  
"Strong implementation of the government's 
plan is essential to pave the way for a 
rebound of economic activity in 2019 and to 
support job creation, reduce poverty, and 
improve the living standards of all 

Argentines," the statement said. 

Under the IMF deal, Argentina's central bank 
established a floating exchange rate band for the 
peso to stabilize foreign exchange markets and 
has sought control of the country's money 
supply to rein in inflation. 
IMF Executive Director Christine Lagarde is 

expected to travel to Buenos Aires this week to 
participate in the Group of 20 summit, hosted by 
Argentina this year. 
 
(Reporting by Scott Squires; Editing by Richard Chang) 
(( Scott.Squires@thomsonreuters.com ; +54 11 
45102591; Reuters Messaging: 
scott.squires.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina issues $3.2 billion in bonds 

backed in pesos and dollars  

29-Nov-2018  
BUENOS AIRES, Nov 29 (Reuters) - Argentina 

issued two rounds of bonds on Thursday 
worth about $3.2 billion, the government said.  

A round of notes known as "National Bonds of 
Argentina 2020" for up to $2.3 billion were 
issued today and will expire in 18 months, the 
government said in an official notice. The bonds 
have an average annual interest rate of 8 

percent.  
Argentina also issued a round of four-year 

peso-denominated treasury bonds for a total 
of 36,500 million pesos (about $949 million). 
Those bonds will pay 8.5 percent, plus the 
official "CER" inflation reference rate. 

 
(Exchange rate 1 dollar = 38.48 pesos) 
(Reporting by Hernán Nessi; writing by Cassandra 
Garrison) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
4318 0645; )) 
(c) Copyright Thomson Reuters 2018. 
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Colombia 

Colombia gov't dilutes tax proposal, 

cuts revenue target  

28-Nov-2018  
BOGOTA, Nov 28 (Reuters) - Colombia's 

government on Wednesday said it has 
modified its tax reform proposal, nearly 
halving its original revenue target, and forcing 
it to freeze spending to meet fiscal goals as it 
seeks to satisfy credit rating agencies. 

After days of discussion in congressional 
committees, Finance Minister Alberto 

Carrasquilla said the revenue goal to fund next 
year's budget will be 7.5 trillion pesos ($2.3 

billion), considerably lower than the 14 trillion 
pesos in the original bill sent on Oct. 31. 
Amid fierce opposition, the government 
withdrew a proposal to tax basic foodstuffs. 

Instead the finance ministry will freeze 6.5 
trillion in 2019 spending, Carrasquilla said, 
though he gave no further details about what 
programs will be affected or where eventual 
funding for them might be found. 
Voting on the proposal is likely to begin within 
days. 

The controversial bid to place value-added tax 
on basic food had been the backbone of 
Carrasquilla's plan to raise the bulk of the 

revenue in the reform, known as the financing 
law. 
The VAT plan was roundly criticized for being a 
tax on the poor that would stoke inflation. 

Carrasquilla told reporters on Wednesday he 
would not resign, denying speculation from 
lawmakers this week that he would stand down 
before year-end. 
Government and congressional sources told 
Reuters earlier on Wednesday that the idea of 

raising the 2019 fiscal deficit target from 2.4 
percent is being studied, along with adjusting 
the so-called fiscal rule. 
The fiscal rule aims to cut the central 
government deficit to 1.0 percent of GDP in 

2027. 
But Carrasquilla sought to quash the idea that 

the target may be modified. 
"We are in line with the already planned fiscal 
trajectory," he said. 
Changes to the deficit may not be looked at 
favorably by credit rating agencies, which want 
it reduced and have called for a deep structural 
tax reform. 
Moody's revised the outlook on its Baa2 rating 
to negative from stable in February. That 
followed a S&P's decision to downgrade 
Colombia's credit rating in December to BBB-, 
one notch above junk, citing concerns over 
the government's ability to adequately cut the 
fiscal deficit. 

Among the provisions in the reform are an 
income tax increase on middle-class and high 

earners, a reduction in business taxes and 
measures to combat evasion.  

The bill will also lower taxes for foreign investors 

in local Treasury bonds from 14 percent to 5 

percent. 
 
($1 = 3,274.47 Colombian pesos) 
(Reporting by Carlos Vargas, Nelson Bocanegra and 
Helen Murphy; Editing by Richard Chang and Lisa 
Shumaker) 
(( helen.murphy@thomsonreuters.com ; +571-518-
5378; Reuters Messaging: 
helen.murphy.reuters.net@reuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Costa Rica 

Storm-shaken Costa Rica urged to 

shore up budget against climate shocks  

28-Nov-2018  

By Sebastian Rodriguez 
SAN JOSE, Nov 28 (Thomson Reuters 
Foundation) - When Hurricane Otto hit Costa 

Rica in 2016, it was one of the most expensive 
disasters in the country's history, causing 
losses of more than $200 million, according to 
the government.  

Reconstruction costs ballooned further when 
Tropical Storm Nate battered the Central 

American nation just a year later.  
Top officials are now warning that climate 
change could intensify pressure on the state's 

deteriorating finances.  
Costa Rica still has about $300 million in 
debts incurred from the two disasters, which 
it has struggled to pay back as its budget 
deficit worsens. 

And as extreme weather becomes more 
frequent, it is likely to have to spend more 
repairing the damage.  
Public finances need to adapt to the effects of 
climate change, including more ferocious storms, 
just as farmers or tourism operators must, 
experts say. 

Costa Rica's Comptroller General Marta Acosta 
has urged all government agencies to consider 
climate risks when preparing their budgets. 

She told the Thomson Reuters Foundation she 
was "worried" about the situation, and did not 
detect a sense of urgency among legislators to 

prepare for climate change. 
"We know that, in case of not taking action, the 
gradual impact will be increasing," she said. 
A report issued in January by the General 
Comptroller's Office, which Acosta leads, showed 
the country may have to spend up to 2.5 
percent of its gross domestic product (GDP) by 

2025 on rebuilding after disasters. 
Carolina Retana, one of the report's authors, 
noted the difficulty of collating data on state 
spending to address climate change as it is 
spread out across different departments. 

The researchers proposed creating a “climate 
fiscal framework” - a fiscal registry that would 

track every penny committed to curbing climate 
change and addressing its impacts.  
That would allow the country to quantify its 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  16 

resources and allocate them where needs are 

highest, they said. 

At an October congressional hearing, Acosta 
urged lawmakers to create such a framework to 
identify and monitor all public funds allocated to 
tackling climate change.  
Right now, the government does not know 
exactly how much money it is spending to that 

end, since the cash is divided between 
institutions, with much going unnoticed, she 
explained. 
Tracking climate spending would enable the 
funds to be used more wisely and efficiently in 
line with priorities, she added. "This... is 

fundamental given their scarcity," she said. 
'CRITICAL SITUATION' 
Costa Rica would not be the first country to 
try to get a better grip on domestic climate 
funding. Bangladesh was one of the earliest to 
do so in 2014.  

According to a government report, the South 
Asian state learned it was spending about 1 
percent of GDP on measures to tackle climate 

change, while some ministries did not 
acknowledge part of their budget was being 
used for that purpose. 
Acosta said Costa Rica could better protect its 
people and assets - both public and private - by 
boosting the efficiency of efforts to cut carbon 
emissions and adjust to climate shifts.  
Costa Rica is currently facing the highest 
fiscal deficit in its history, at about 7 percent 
of GDP, due to increased government 
spending and falling tax revenues.  

By June this year, the government's expenses 
were five times higher than its income. 
"We know that we are in a critical situation. 
Therefore, the scarcer the resources, the more 

we have to plan," Acosta told the hearing in the 
Legislative Assembly. "Climate events are going 
to continue and they will be more and more 
intense." 
Costa Rica's vice finance minister, Rodolfo 
Cordero, said he was concerned the country's 
indebtedness would rise even further as extreme 

weather becomes more frequent. 
"For this type of climatic phenomena, the 

expenses are very large. To the extent that 
there are fewer resources available, it is more 
difficult to deal with that situation," he told the 
Thomson Reuters Foundation. 

Putting in place a "climate fiscal framework" 
would require political support and approval by 
the Legislative Assembly, according to 
researchers at the General Comptroller's Office.  
Paola Vega, congresswoman for the ruling 
Citizens' Action Party, said legislators may not 
necessarily oppose such a measure, but were 

unaware of the urgency. 
"It will be useless to recover from the fiscal crisis 
if we know that every year we will have extreme 

weather conditions that will leave important 
losses in infrastructure and development that 
must be addressed," she said. 
 
(Reporting by Sebastian Rodriguez; editing by Megan 
Rowling. Please credit the Thomson Reuters 

Foundation, the charitable arm of Thomson Reuters, 
that covers humanitarian news, climate change, 
resilience, women's rights, trafficking and property 
rights. Visit http://news.trust.org/climate) 
(( megan.rowling@thomsonreuters.com )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Mexico 

Mexico's incoming govt vows to keep 

budget trim, seeks to calm markets  

27-Nov-2018  
By Sharay Angulo 
MEXICO CITY, Nov 26 (Reuters) - Mexico's 

incoming finance minister on Monday said he 
will push for a larger primary budget surplus 
next year as he sought to shore up investor 
confidence after the main stock index fell to 

its lowest level since 2014. 

Ever since incoming President Andres Manuel 
Lopez Obrador canceled a partially built Mexico 
City airport on Oct. 29, the peso currency and 
the stock market have been under pressure, 
raising doubts about his stewardship of the 
economy. 

Lopez Obrador takes office on Saturday, and 
Carlos Urzua, his designated finance minister, 
said the government aims to post a primary 
budget surplus of around 1 percent in 2019, up 
from a projected surplus of 0.7 percent for 

2018. 
Mexico's S&P/BVM IPC stock index hit its 

lowest level in 4-1/2-years on Monday while 
the peso slipped to its weakest level against 
the dollar in more than five months amid 
ongoing concern about the incoming 
government's policies. 

Urzua told a news conference there was no 
reason for concern and that the Mexican 
economy was in good health, noting that 
markets had their "ups and downs." 

After the airport decision spooked investors, 
markets were roiled again by a proposal by 
Lopez Obrador's leftist party, the National 
Regeneration Movement (MORENA), to curb 

bank fees. 
Urzua said, however, that he was confident 
lawmakers and banks would be able to reach 

agreement on ways to lower costs for users of 
banking services by next year. 
Urzua also said that any surplus run up by the 
central bank would be used to pay down debt, 
not fund government spending. And he 
reiterated there could be no question of the 
government using Mexico's international 

reserves. 
Urzua said the new government would not 
support a proposal by a party allied to MORENA 
in Congress to have private pension funds 
administered by the state. 

 
(Editing by Dave Graham and Leslie Adler) 
(( david.aliregarcia@thomsonreuters.com ; +52 55 
5282 7151; Reuters Messaging: 
david.aliregarcia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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IMF trims Mexico credit line, welcomes 

new government's fiscal targets  

28-Nov-2018  
By Sharay Angulo 

MEXICO CITY, Nov 27 (Reuters) - The 

International Monetary Fund (IMF) on 
Tuesday reaffirmed Mexico's access to an 
emergency credit line, even as it trimmed the 
amount, and said the incoming leftist 
government had promised to stick to prudent 
economic policies.  
The IMF said in a statement that Mexico 
continued to meet the metrics of fiscal 

responsibility needed to qualify for the 
emergency credit line, which Latin America's No. 

2 economy could tap in case of extreme financial 
market stress. 
The IMF said it trimmed Mexico's flexible 
credit line by $12 billion to $74 billion at the 
request of Mexican authorities who saw fewer 
risks after striking a new trade deal with the 
United States. 

The IMF had authorized an $86 billion credit line 
in November 2017 and the current line applies 
to the next twelve months. The IMF noted 
Mexico planned a "gradual phasing out" of the 
credit line. 
Leftist President-elect Andres Manuel Lopez 
Obrador takes office on Dec. 1, and the IMF said 

it welcomed the commitment of the incoming 

government to continue to reduce Mexico's debt 
as a percent of its gross domestic product. 
Mexico's financial markets were battered in 
November amid concerns that Lopez Obrador 
could steer the country's economic policy away 
from the orthodox policies espoused by the IMF.  

On Tuesday, Lopez Obrador said in a video that 
he would fund his development projects, such as 
a passenger train in the country's south, while 
respecting "macroeconomic equilibria." 
"The autonomy of the Bank of Mexico will be 
maintained, we will not spend more than what 
comes into the public treasury and this will 
give a lot of confidence to investors," he said. 

In a statement issued late Tuesday, Mexico's 
finance ministry and other financial authorities 
including the central bank and banking regulator 
called on policy makers to work toward "stable 
prices, fiscal discipline and financial stability."  
On Monday, Lopez Obrador's pick to run the 
finance ministry, Carlos Urzua, said he will push 

for a larger-than-expected primary budget 
surplus next year as he sought to shore up 
investor confidence after Mexico's main stock 
index fell to its lowest level since early 2014.) 
Urzua said the government would target a 2019 
primary budget surplus of 1.0 percent of gross 

domestic product (GDP), up from a previously 
announced target of 0.8 percent of GDP. 
The IMF noted that the incoming government 
had committed to keep total public sector 
borrowing requirements at 2.5 percent of 
GDP. 

 
(Reporting by Sharay Angulo 

Editing by Leslie Adler) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

 
 

Nicaragua 

Fitch Downgrades Nicaragua to 'B-'; 

Outlook Negative  

27-Nov-2018  
Fitch Ratings-New York-November 27: Fitch 
Ratings has downgraded Nicaragua's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) to 'B-' from 'B'. The Outlook is Negative. 

A full list of rating actions is at the end of this 
rating action commentary. 

KEY RATING DRIVERS 
The downgrade and Negative Outlook reflect a 
bigger than expected economic contraction, a 
growing fiscal deficit, weaker external 
liquidity and heightened risks of domestic and 

external financing constraints. Although the 
level of violence has subsided since Fitch's last 
review in June, the risk of political instability 
remains high and undermines prospects for an 

economic recovery. Dialogue between the 
government and the opposition made little 
progress, and the government is subject to 
growing international pressure over its handling 

of recent political protests. 
Political demonstrations on April 19, 2018 were 

followed by about three months in which 
roadblocks set by the opposition reduced traffic 
nationwide substantially, including within the 
capital Managua. The government forcibly 
removed the roadblocks and regained control of 
the territory. International observers estimate 
the death toll from the unrest at about 400 

people, with a similar number imprisoned. 
Fitch estimates that in 2018 and 2019 the 
economy will contract by 4% and 1%, 
respectively, in line with recent IMF forecasts, a 
steeper contraction than estimated at our last 
review in June. The economy shrank by 4.4% 

yoy in 2Q18 due to falls in consumption and 

capital investment. While the most intense part 
of the contraction has passed, the fallout will 
linger. For example, the Nicaraguan chamber of 
tourism estimates a near halving of tourism 
revenues in 2018 from USD840 million (11% of 
CXR) in 2017. 
The economic contraction has pressured 
public finances. Fitch projects that central 
government revenue/GDP will fall by 1.6pp in 
2018 due to lower activity and weaker tax 
compliance. The government reacted to the 
fall in revenue by revising the 2018 budget to 
cut expenses by 1.4% of GDP, substituting 
external for local financing and widened the 
deficit target to 2.1% of GDP from a budgeted 
0.6%. 

The social security institute (INSS) deficit 

continues to grow. Fitch forecasts that in 2018 
the deficit will be 1.1% of GDP from 0.6% in 
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2017 and will worsen in the absence of a 

parametric reform. The government has tabled a 

package of reforms but it is not clear they can 
be implemented in the current climate. Reforms 
to the INSS were the trigger for the political 
unrest in April. 
The general government (GG) deficit is 
projected to more than double in 2018 to 
3.2% of GDP from 1.4% in 2017, still better 

than the 'B' median of 3.9%. GG debt is 
forecast to rise to 46.8% of GDP at end-2018, 
in line with the 'B' median. 89% of the GG 
debt is denominated in foreign currency or 
indexed to a foreign currency (mostly the U.S. 
dollar) posing FX risks to debt dynamics. 

Flexibility to finance higher deficits is relatively 
limited, and borrowing is becoming more 
expensive. Financing is switching from external 

grants and concessional loans to local capital 
markets. It is unclear how much new issuance 
the shallow local capital market can absorb. 
According to the revised 2018 budget the 
government plans to issue bonds worth 2.9% of 
GDP locally and the 2019 budget calls for a 
further 2.5% of GDP. Average local issuance 

between 2013 and 2017 was 1.1% of GDP. Local 
bonds are typically indexed to the U.S. dollar 
and payable in cordobas (currently the bonds 
yield 8%). On Sept. 25 the government issued 
local bonds denominated and payable in euros 
for EUR105 million (0.9% of GDP) with a seven-
year maturity. 

Fitch projects that GG net external financing will 
fall by 60% yoy in 2018. External loan 
disbursements could be further reduced in view 
of political pressure especially if the Nicaragua 
Human Rights and Anticorruption Act passes the 
U.S. congress. The legislation would impose 

targeted sanctions on Nicaraguan government 
officials (the U.S. has already sanctioned four 
high-ranking officials under the Global Magnitsky 
Act) and would make the U.S. government use 
its influence to restrict multilateral lending to 
Nicaragua. The legislation includes an exception 
for projects that ensure basic human needs 

which could limit its impact. The bill was 
approved by the Senate Foreign Relations 

Committee on Sept. 26. 
A fall in deposits at local banks has translated 
into a credit crunch. Between March and 
September of this year bank deposits fell by 
21%, although outflows have slowed since early 

September. The BCN promptly injected liquidity 
into the market and banks have been able to 
maintain an adequate level of liquidity coverage. 
However, between March and September net 
credit fell by 7.2%. This reduction in credit could 
be further exacerbated by crowding out as the 

GG increases local borrowing. 
External liquidity has deteriorated although the 
pace of decline has moderated in line with a 

slowdown in the pace of bank deposit 
withdrawals. Between March and September 
international reserves fell by USD590 million 
(20%), despite the BCN drawing on a USD200 

million credit line from BCIE. Fitch expects the 
level of reserves (USD2.302 billion or 3.3 

months of CXP as of September) to stabilize in 

Q4, below the 'B' median of 3.9 months of CXP. 

Risks to external liquidity are to the downside 
given the reduction in FDI, the decline in 
external financing and the volatile political 
environment. Reserve coverage of the monetary 
base is adequate, but Nicaragua is particularly 
sensitive to its reserve level given its crawling 

peg (5% annual devaluation with respect to the 
dollar) and high level of dollarization (89% of 
credit as of September). 
Pressure on external finances has concentrated 
on the capital account, although there has also 
been some deterioration on the current account. 

In 1H18 net FDI contracted by USD126 million 
(23%) yoy. Fitch projects that in 2018 net FDI 
will be 3.2% of GDP, down from 5.9% in 2017. 

On the current account, remittances increased 
by USD60 million (9.1%) yoy in 1H18 
(remittances were 10% of GDP in 2017). Fitch 

expects an increase in the current account 
deficit to 6.2% of GDP in 2018 from 5% in 

2017 caused by lower tourism receipts and 
higher oil prices; this compares unfavorably 
with the 'B' median of 4.2%. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Nicaragua a 
score equivalent to a rating of 'B-' on the 
Long-Term Foreign-Currency (LT FC) IDR 
scale. 
Fitch's sovereign rating committee did not 

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

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

The Outlook is Negative. Future developments 
that could result, individually or collectively, in a 

downgrade include: 
--An inability to access external or local sources 
of financing or evidence of heightened risks in 
meeting debt-service payments. 
--A reduction in external liquidity that forces a 

disorderly adjustment to the exchange rate 
regime. 
Future developments that could, individually or 
collectively, result in the Outlook being revised 
to Stable include: 
--Reduction of the risks of government access to 
external and domestic financing. 

--Stabilization of the political environment and a 
recovery of financial, investment, and economic 

conditions; 
KEY ASSUMPTIONS 
--Fitch assumes the global economy and 
international oil prices perform in line with our 

Global Economic Outlook. 
The full list of rating actions is as follows: 
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Long-Term Foreign-Currency IDR downgraded to 

'B-' from 'B'; Outlook Negative 

Long-Term Local-Currency IDR downgraded to 
'B-' from 'B'; Outlook Negative 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling downgraded to 'B-' from 'B'. 
 
Media Relations: Elizabeth Fogerty, New York, Tel: +1 
212 908 0526, Email: 
elizabeth.fogerty@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 

AFRICA 
 

Egypt 

Egypt to end dollar-guarantee 

mechanism for foreign investors   

28-Nov-2018  
CAIRO, Nov 28 (Reuters) - Egypt's central bank 

said on Wednesday it will end on Dec. 4 the 
use of a mechanism guaranteeing that foreign 
investors wanting to sell out of Egyptian 
securities could pull out their money in 
dollars, in a move to loosen its grip on 

investment flows. 
Egypt put the mechanism in place in March 2013 
to ensure foreign investors would have access to 

foreign currency when they chose to withdraw 

from local securities. But analysts said its 
continued use had distorted the market. 
Hany Farahat, senior economist at Egyptian 
investment bank CI Capital, said the decision 
was a positive step. 
"There is a supply/demand distortion that has 
been resolved by cancelling the repatriation 

mechanism. The ring-fenced inflows of portfolio 
investors are actually now going to reflect on the 
interbank market and on banks' net foreign 
assets," he said. 
"Adding the supply side of the foreign currency, 
the amount of money that used to come in via 

portfolio flows is going to be EGP-supported, so 

it will help the exchange rate and will allow more 
volatility," Farahat added. 
The central bank said in a statement that the 
decision covers "any fresh foreign currency 
portfolio investments wishing to enter the 
local currency Egyptian T-bills, T-bonds 
market and stocks listed on the Egyptian 
Stock Exchange". 

The move takes effect at the close of business 

on Dec. 4, it said. It also said investors who 
entered the market via the mechanism before 
Dec. 4 could still leave using it at any time. 
The mechanism "was heavily utilised by foreign 
investors at the initiation of the liberalisation in 

order to guarantee liquidity", the central bank 
said. 

Egypt floated its currency in November 2016 and 
implemented several economic reforms as part 
of a $12 billion loan deal with the IMF. 
"Two years from that date, this regime has led 

to the successful elimination of all foreign 

exchange shortages that previously disrupted 

economic activity," the central bank said. 
It said Egypt's foreign currency capital inflows 
since Nov 3, 2016 had reached a total of $111 
billion and that the current account deficit had 
narrowed from 5.9 percent of gross domestic 
product in fiscal 2015/2016 to 2.4 percent in 

2017/2018. 
 
(Reporting by Yousef Saba; Editing by Hugh Lawson 
and Alison Williams) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana 

Ghana central bank keeps policy rate at 

17 percent  

26-Nov-2018  
ACCRA, Nov 26 (Reuters) - Ghana's central 

bank kept its benchmark interest rate 
unchanged at 17 percent on Monday to 
cushion the West African economy against 
possible global pressures on emerging 
economies, governor Ernest Addison said. 

The decision, the third hold this year, also helps 
to stabilise the local currency which has come 
under marginal pressure in recent weeks, 

Addison told reporters in Accra. 

"The latest assessment shows that there are 
underlying pressures including risks in the 
continuing escalation of global trade pressures, 
steady rise in global inflation, further hike in U.S 
interest rates and a strong U.S dollar," Addison 
said. 
Ghana, which exports cocoa, gold and oil, is in 

its final year of a $918 million aid programme 
with the International Monetary Fund to narrow 
fiscal deficit, reduce debt and cut inflation to 8 
percent, plus or minus 2 percentage points by 
the end of year. 
The local currency depreciated 7.8 percent since 

January, above the bank's end-year projection of 

less than 5 percent while public debt rose to 
$35.8 billion or 57.2 percent of gross domestic 
product at the end of September from $31.6 
billion or 54.3 percent.  
Addison said majority of commercial banks 
operating in the country were close to meeting 

the central bank's new minimum capital 
requirement of 400 million cedis before the start 
of 2019.  
 
(Reporting by Kwasi Kpodo; Editing by Toby Chopra 
and Alison Williams) 
(( kwasi.kpodo@thomsonreuters.com ; +233)( 
244696990; Reuters Messaging: 
kwasi.kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Maldives 

After building spree, just how much 

does the Maldives owe China?  

26-Nov-2018  
By Sanjeev Miglani and Mohamed Junayd 
MALE, Nov 23 (Reuters) - One week after 

taking power, the new government of the 
Maldives says it has no idea how much it owes 
China, which has led a construction spree in 
the tiny Indian Ocean nation, but fears the 
debts run up in the past five years could be 
unsustainable. 
Mohamed Nasheed, a former president now 
serving as advisor to new President Mohamed 

Ibrahim Solih, said that the Chinese ambassador 
to the Maldives, Zhang Lizhong, handed the 
government an invoice for $3.2 billion - 
equivalent to around $8,000 for every inhabitant 
of the archipelago. China denies that, however, 

and says the number is closer to $1.5 billion. 
"It was an invoice. It just had a figure, $3.2 
billion. It was shocking," said Nasheed. "It 
wasn't just a conversation, it was a written note 
handed over, it was clear, you owe us this 
much." 

Nasheed said Zhang gave Solih the note at a 
meeting on Oct. 6, days after his stunning 
election victory over former President Abdulla 
Yameen. He did not give further details of 

exactly how the note was worded. 
Asked about Nasheed's comments, China's 
Foreign Ministry said that its ambassador in the 

Maldives had rejected "this untruth" in 
statements to local media, referring to an 
interview with news website Avas in which 
Zhang was quoted as saying reports of debt of 
around $3 billion were "deeply exaggerated". 
China has underwritten millions of dollars in 
loans for infrastructure in the Maldives, located 

along its busy shipping route to the Middle East.  
But the unprecedented building boom in the 
island chain of around 400,000 people - known 
for its white sand beaches and luminous cyan 

water - stoked fears it was loading up on debt 
and prompted a strident opposition campaign 

that helped Solih defeat Yameen in an election in 
September. 
CONFLICTING FIGURES 
After taking office at the weekend, Solih's 
administration has said the country's finances 
are in worse shape than expected, and that it 
will take weeks or months to untangle details of 

all the deals struck with Chinese firms. 
"We are at a loss to understand how much we 
really owe to China," said Nasheed. 
"Direct debt, or direct bilateral government-
to-government debt is one thing, but there is 
on top of that sovereign guarantees for the 
private sector. And there is also on top of that 
our state owned enterprises who have gone 
into debt." 

Yameen could not be reached for comment. But 
he said during the campaign that more work had 

occurred over the last few years than at any 

point in the past, and for that he had taken on 

debt.  
"Years of development have come during a short 
period of four or five years. But if we didn't take 
on debt as I said, and waited to do it with the 
income the Maldives earns this wouldn't have 
been possible," he said.  

In the Avas interview, Zhang said the Maldives' 
debt to China was $600 million to construct a 
sea bridge linking the capital Male with the 
airport, expand the airport, and build residential 
tower blocks on land reclaimed from the sea. 
Another $900 million had been earmarked as 

commercial loans to some state owned 
companies to fund projects from power to 
housing, the ambassador said, but much of that 

had not yet been issued. 
That was broadly supported by the governor 
of the Maldives central bank in testimony 
before the parliament's public finance 
committee on Wednesday, in which he 
estimated the country's liabilities to China at 

$1.5 billion. 

Maldives Monetary Authority' Governor Ahmed 
Naseer, who was appointed by the previous 
government, said he believed total of 
government-to-government debt from China 
amounted to $600 million. The remaining $900 
million was an estimate of loans financed by 

Chinese banks with sovereign guarantees from 
the Maldives government, he said. 

Nasheed said the Chinese ambassador's public 
statements were at variance with what the 
Chinese side had conveyed to Solih. The 
ambassador had since requested a meeting with 
him, he said.  

Maldives' Foreign Minister Abdullah Shahid said 
on Thursday he planned to visit China soon to 
discuss bilateral issues. 
SOVEREIGN GUARANTEES 
An official who was in Solih's transition team and 
who joined the government this week said he 
too had been told about the Chinese note 

submitted last month, and that the figure may 
have swelled because of sovereign guarantees 
that were given.  

"We are trying to unravel this. It looks like lots 
of IOUs were issued, pieces of paper. We are 
trying to find out, how many and to whom," the 

official said, requesting anonymity because of 
the sensitivity of the matter. 
With annual revenues of $1.5 billion and an 
annual gross domestic product of around $3.9 
billion, it would be hard for the Maldives to 
service such a high debt, another incoming 
official, who is reviewing the liabilities of 
state-run enterprises, said.  

"We cannot go into default. We will face a 
default situation if we agree the debt to be what 

the sovereign guarantees are saying," the official 
said, asking not to be named because he was 

not authorised to speak to reporters. 
Signs of the infrastructure boom are everywhere 
in Male, from where tourists are whisked off in 
high speed boats to luxury resorts built on atolls. 

Yameen also leased Chinese developers an 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  21 

unspecified number of islands to build resorts for 

tourists, a fifth of whom are Chinese, in a 

dramatic expansion of ties since Beijing opened 
its embassy in the Maldives eight years ago. 
"We would like to reiterate, mutually beneficial 
cooperation between China and the Maldives 
takes place on the basis of equality and mutual 
benefit, and has already achieved results that 

are plain for all to see, and has been welcomed 
by the people of the Maldives," the Foreign 
Ministry said in a statement sent to Reuters. 
"We believe that under the leadership of the new 
Maldives government, China-Maldives friendly 
cooperation will continue to advance, and will 

keep making new achievements." 
 
(Additional reporting by Ben Blanchard in BEIJING; 
Editing by Alex Richardson) 
(( sanjeev.miglani@thomsonreuters.com ; +91 11 
49548038; Reuters Messaging: 
sanjeev.miglani@thomsonreuters.com @reuters.net)) 
(c) Copyright Thomson Reuters 2018. 
 
 
 

Zimbabwe 

Zimbabwe on course to meet budget 

deficit targets  

28-Nov-2018  
HARARE, Nov 28 (Reuters) - Zimbabwe is on 

track to meet a narrower budget deficit of 5 

percent of GDP in 2019 from an estimated 
11.7 percent this year, Finance Minister Mthuli 
Ncube said on Wednesday. 

Ncube also said the southern African nation 
achieved a budget surplus of $29 million in 
October, its first in as many years.  
"We achieved a primary (budget) surplus in 
October. The budget is as good as balanced, we 

are walking the talk," Ncube told reporters. 
 
(Reporting by MacDonald Dzirutwe 
Writing by Olivia Kumwenda-Mtambo 
Editing by Joe Brock) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

GLOBAL 
 

Global stocks rebound, easing investor 

concerns  

26-Nov-2018  

Madrid, Nov 26 (EFE).- Global stocks 

rebounded Monday, easing investor concerns 
after a turbulent week when a plunge in oil 
prices, the prospect of an economic slowdown 
and global trade tensions rattled markets, 
according to a report from the Dow Jones 
Newswires made available to EFE. 

In the United States, the S&P 500 and the Dow 
Jones Industrial Average both opened about 1 

percent higher. 

The Stoxx Europe 600 recently was up 1.2 

percent. In Asia, Japan's Nikkei Stock Average 

was up 0.8 percent, while South Korea's Kospi 
benchmark gained 1.2 percent and Hong Kong's 
Hang Seng was up 1.7 percent. 
Equity markets from the US to Asia have been 
battered in recent weeks, as concerns around a 
glut of oil fed unease, while investors watched 

closely for signs of an end to expansion in the 
US economy. 
"Once you see any slowdown in the data people 
are going to pile on that trend and start focusing 
on the turn in the economic cycle and a turn in 
the dollar as well," says Peter Kisler, portfolio 

manager at North Asset Management. 
Brent crude, the global oil-price benchmark, 
rebounded 1.8 percent to $59.84 a barrel 

Monday, making up some of last week's slump, 
the largest one-week net decline in four years. 
Brent has dropped for seven weeks straight, 
losing 6 percent in the last session alone on 

concerns over global oversupply. 
The WSJ Dollar Index, which tracks the dollar 
against a basket of 16 currencies, was down 0.2 
percent on Monday. 
Italy's benchmark FTSE MIB index rallied 2.9 
percent after Deputy Prime Minister Matteo 
Salvini suggested Rome's budget targets could 

be flexible, sparking hopes that the euroskeptic 
government might still avoid a full-on collision 
with European Union authorities. 
"I think nobody is attached to that," Salvini told 

Italian news service Adnkronos on Sunday when 
asked whether plans to run a deficit of 2.4 

percent of GDP were concrete. "We do not want 
to quarrel with anyone." 
The yield on 10-year Italian government bonds 
dropped to 3.244 percent on Monday, from 
3.409 percent at its previous close. Yields move 
inversely to prices. 
Investors were also watching for developments 

related to Brexit, after the EU Sunday approved 
a treaty that outlined divorce terms with the UK, 
which many analysts saw as a mere formality. 
The next hurdle for British Prime Minister 
Theresa May is pushing the deal through a vote 

in a divided Parliament. 
The British pound Monday edged up 0.2 percent 

against the US dollar. 
"Currently it looks as though MPs will reject the 
deal, but the dynamics could change quickly 
over the coming weeks as business comes out in 
support of the deal (to avoid a cliff edge) and 
the EU says (at least for no) that it will not 

renegotiate," UniCredit analysts said in a note to 
clients. 
Markets are also eyeing US-China trade relations 
ahead of a Group of 20 summit in Argentina at 
the end of the week, the Dow Jones report 
added. 
Like many others, Yerlan Syzdykov, head of 

emerging markets at Amundi, is expecting the 
trade conflict to calm in the short-term at least, 
with signs that fresh concessions will be made 
before President Trump and China's President Xi 
Jinping sit down together later this week. 
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"Clearly the Chinese took a view ? and maybe an 

erroneous view ? that the market will react to 

[trade tensions] not only in China but also in the 
US," Mr. Syzdykov said. "And that was a wrong 
calculation because markets obviously ignored it 
on the US side." 
Any deterioration in relations could weigh on 
markets further by threatening global growth, 

analysts say. The US already plans to increase 
tariffs on $200 billion of Chinese imports to 25 
percent in January, unless some agreement is 
made. 
Worries about a slowdown in the global 
economy have prompted the US Federal 
Reserve to take a more dovish tone of late, 
analysts at Citi said in a recent note to clients, 

who still expect three further rate increases 
between now and June. 

The 10-year US Treasury yield drifted up to 
3.063 percent, compared with 3.045 percent on 
Friday. Yields move inversely to prices. 
Bitcoin dropped 3 percent to $3,964.83 on 
Monday, according to CoinDesk, and is now 
down some 80 percent from highs of nearly 

$20,000 last year. 
 
By Avantika Chilkoti 
dj/jt 
Copyright (c) 2018 EFE News Services (U.S.) Inc. 
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