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ASIA 
 

Bahrein 

Bahrain to raise $1 bln via sukuk after 

shelving conventional bond  

28-Mar-2018  
•Bahrain originally proposed Islamic and 
conventional tranches 
•Investors' demands too costly for 
conventional tranche 
•Some investors concerned by debt levels, 

rising U.S. rates 
•Bahrain did not answer questions on aid at 

investor meetings 
•Pricing of sukuk generous, existing yield 
curve spikes 

By Davide Barbuscia 

DUBAI, March 28 (Reuters) - Bahrain was set 

to raise $1 billion with an international issue 
of Islamic bonds on Wednesday but did not 
proceed with a proposed conventional bond 
sale because it found the pricing demands of 
some investors too costly, banking sources 
said. 

The deal illustrated the market pressures which 

Bahrain, rated junk by all three of the world's 

top credit rating agencies, faces as it finances 
itself in an era of low oil prices. 
When the kingdom started meeting investors 
last week ahead of its debt issue, it was 
considering a sale of a 7-1/2-year sukuk, and 
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also an issue of conventional bonds with 

maturities of 12 or 30 years or both, depending 

on market conditions, documents from the 
banks leading the deal showed. 
On Wednesday, Bahrain went ahead with the 
sukuk sale, setting the final size of the issue at 
$1 billion after having received orders of around 
$2 billion, a modest amount by the standards of 

Gulf debt issues. 
But it abandoned plans for the conventional 
issue because investors demanded a premium to 
buy it, the banking sources said. 
Bahrain's central bank and government 
information office did not respond to telephone 

calls and emails seeking comment. 
Its finances strained by low oil prices, Bahrain 
had in the past been able to borrow comfortably 

from international markets because investors 
believe it can count on support from its wealthier 
Gulf neighbours, particularly Saudi Arabia. 
In recent months, however, some investors 
have become more concerned by Bahrain's 

mounting debt levels and the impact of rising 
U.S. interest rates on its debt. They have 
begun to demand an explicit statement from 
Bahrain on its expectations for aid before they 
commit fresh money, fund managers in 
Europe and the Gulf said. 

At the recent meetings with investors, Bahraini 
officials were asked about the prospects for aid 
but did not give specific answers, according to 

fund managers who attended the meetings. 
"Bahrain's fundamentals on a stand-alone 
basis remain among the worst of all emerging 
market sovereigns globally," said Richard 
Briggs, emerging markets credit strategist at 
London-based CreditSights. 
"That being said, support from Bahrain's 
neighbours is likely to be forthcoming. 
Without that support Bahrain would be highly 
likely to be facing a balance of payments 
crisis." 

The pricing of the new sukuk, which yield 6.875 
percent, was generous to investors, fund 
managers said. Yields on Bahrain’s existing 
sukuk maturing in 2024 and 2025 jumped about 
50 basis points on Wednesday when Bahrain 

announced initial price guidance in the 7 percent 
area. 

Dubai's Mashreqbank estimated in a research 
note that the sukuk's pricing offered investors 
roughly 55 bps more than its assessment of the 
instrument's fair value, and significantly more 
than debt issued by similarly rated sovereigns 
such as Jordan and Sri Lanka. 

Nevertheless, Bahrain may have found it easier 
and cheaper to sell sukuk than conventional 
bonds because of unsatisfied demand among 
Islamic funds and other institutions which only 
invest in sharia-compliant instruments. 
Bahrain mandated BNP Paribas, Citi, Gulf 
International Bank, National Bank of Bahrain and 

Standard Chartered to arrange the bonds. It 
issued its latest international bond last 
September, raising $3 billion and receiving 
investor orders in excess of $15 billion. 
 

(Additional reporting by Robert Hogg; Editing by 
Andrew Torchia and Alison Williams) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 

 
 

Bahrain says it may return to global 

market after calling off part of bond 

issue  

29-Mar-2018  
•Issued $1 bln sukuk, called off conventional 
tranche 
•Rated junk by all three major credit rating 
agencies 
•Investors increasingly concerned by public 
debt level 
•Officials reluctant to discuss possibility of 
Gulf aid 
•Wednesday's sukuk pricing hurt existing 

bonds 

By Davide Barbuscia and Andrew Torchia 
DUBAI, March 29 (Reuters) - Bahrain may 

return to the international debt market to 
raise funds later this year, its central bank 
said on Thursday, after investors' concern 
about its rising public debt level caused it to 
call off part of a planned bond issue this 
week. 
The government sold $1 billion of 7-1/2-year 

Islamic bonds on Wednesday but decided not to 
go ahead with plans for an issue of conventional 

bonds, because it found the pricing demands of 
some investors too costly, banking sources said. 
The deal illustrated the growing market 
pressures on Bahrain, which is financing a state 

budget deficit caused by low oil prices while it is 
rated as junk by all three of the world's top 
credit rating agencies. 
In its statement on Thursday, the central bank 
described Wednesday's debt sale as successful, 
saying Bahrain chose the most efficient way to 
raise money. It said orders for the sukuk peaked 

at about $2.1 billion from over 100 investors. 
"Bahrain has fostered a long-term 
relationship with debt capital markets 
investors, and we are pleased to see strong 
appetite to the transaction despite the volatile 
market conditions," said Salman al-Khalifa, 
the central bank's executive director of 
banking operations. 

The statement added: "The kingdom is expected 
to raise financings through other sources of 

funding, including local debt capital markets, 
and potentially could seek to come back to the 
international debt capital markets at a later 
stage in 2018." 
Fund managers said the 6.875 percent yield on 
the sukuk was extremely generous to investors. 

Analysts at Dubai's Mashreqbank estimated the 
deal offered investors a significant premium 
compared to debt issued by similarly rated 

sovereigns such as Jordan and Sri Lanka. 
Initial price guidance for the sukuk was set in 
the 7 percent area, which caused yields on the 
country's existing sukuk maturing in 2024 and 

2025 to jump by as much as 60 basis points as 
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investors sold the older, less lucrative paper. 

Bahrain has in the past been able to borrow 

comfortably from international markets because 
investors think it could count on financial 
support from its wealthier Gulf neighbours, 
particularly Saudi Arabia, in any crisis. 
But in recent months, investors have become 
more concerned by Bahrain's mounting public 
debt level - estimated by the International 

Monetary Fund at 99 percent of gross 
domestic product this year - and the impact of 
rising U.S. interest rates on its debt.  

The cost of insuring Bahrain's sovereign debt 
against default has risen by about 50 bps in the 
past two weeks, and at 275 bps, implies a 17.8 
percent chance of default in the next five years. 
At meetings with investors before the sukuk 

issue, Bahraini officials were pressed to discuss 
in detail the possibility of additional financial aid 
from other Gulf states, but they gave only vague 
answers, fund managers who attended said.  
Thursday's central bank statement did not 
mention the matter, and Bahraini officials 
declined to comment to Reuters. 

Adding to the uncertainty, the central bank has 
not published its monthly statistical bulletin 
since last November, leaving investors unsure of 
the level of its foreign reserves. It has not 
responded to queries about its data releases. 
Thursday's statement said 59 percent of the 
sukuk was distributed in the Middle East and 

North Africa. The central bank did not name 
the buyers, but they may have included state 
institutions in the Gulf. 

European buyers took 16 percent of the sukuk, 
Britain 14 percent and the United States 9 
percent, with 2 percent bought by Asian 
investors. 
BNP Paribas, Citi, Gulf International Bank, 

National Bank of Bahrain and Standard 
Chartered Bank arranged the deal. 
 
(Editing by Andrew Roche) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Bahrain's bargain basement sukuk  

29-Mar-2018  
•Emerging Markets 
•Islamic bonds left to fend for themselves as 
conventional tranches scrapped 

By Robert Hogg 
LONDON, March 29 (IFR) - Bahrain's trade 

wilted under pressure from investors last 
week as the sovereign was forced to revise a 

potential triple-tranche bond offering by 
ditching the conventional tranches for a single 
Islamic note issue, which then came at a huge 
pick up over its outstanding sukuk. 

The sovereign had been hoping to mirror a 

US$3bn triple-tranche deal from last September, 
which was also a mix of conventional and sukuk 
tranches. 
But this time the sovereign was forced to 

abandon plans for potential 12 and 30-year 

conventional tranches and issue just US$1bn of 

7.5-year sukuk, after accounts lasered in on the 

credit quality of a country that relies heavily on 
external support. 
"Bahrain's fundamentals on a standalone 
basis remain among the worst of all EM 
sovereigns globally," said Richard Briggs, an 
emerging markets strategist at CreditSights. 
"Without support [from its Arab neighbours] 
Bahrain would be highly likely to be facing a 

balance of payments crisis." 

While Bahrain's finances have been a cause for 
concern for some time (government debt-to-
GDP is forecast to peak at more than 100% by 
2023 from 36% in 2012) the sovereign has 
largely managed to find a captive audience in 
the capital markets even though its bonds aren't 

eligible for the indices. That's because of the 
yields Bahrain provides and the implicit support 
the economy gets from Saudi Arabia in 
particular. 
But with investors increasingly turning their 
attention to credit fundamentals and 
questioning the exact nature of that Saudi 
support, the wheel has turned for Bahrain. 

Since the turn of the year, yields on the 

sovereign's outstanding bonds have jumped by 
some 70bp and, as a consequence, it was simply 
priced out of issuing the conventional tranches. 
"There was a conventional trade available but it 
would have been very expensive – even for a 
12-year it would be very expensive from a debt 

sustainability angle," said a banker at one of the 
leads. 
Instead, Bahrain (B+/BB-) agreed only to issue 
the shorter-dated October 2025 sukuk. But 
pricing on that deal drew gasps from bankers 
after it began marketing in the 7% area 
compared with the high 5%/low 6% quotes for 

its March 2025 sukuk, which were part of the 
September offering. 
"Clearly, we started at guidance levels that 
would be more inclusive than just the sukuk 
investor base," said a second lead banker. "We 
took the opportunity to leverage off strong 
Islamic demand and get the international guys 

to tag along." 

The first banker said comparing pricing on the 
new issue with that of the March 2025 sukuk 
would be a mistake because of the lack of 
liquidity in the secondary market. 
"The [March 2025] sukuk doesn't trade," he 
said. "It's quoted 1% inside conventional - no 

issuer in the world has that. It optically 
increases the new issue premium." 
Indeed, it was the conventional curve that the 
leads were focusing on, with the January 2026s 
trading just north of 7%. 
Pricing on the sukuk was tightened a touch 
from initial levels, with the final profit rate set 

at 6.875%. The book was US$2.1bn. The 
sukuk were trading 15bp tighter in the 
aftermarket. 

Although there was an element of international 
participation, the majority of buyers were Middle 
East banks and private banks. 
A banker away from the deal reckoned the 
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country felt it would have been unwise to wait 

for easier market conditions. 
"The market is obviously very choppy but I 
guess they were equally spooked by the 
potential supply for post-Easter. Markets that 
are unlikely to be any better," he said. 

The second lead banker said that with the likes 
of Saudi Arabia waiting down the line with 
another blockbuster, last week was the best 

window. Given the backdrop, however, there 
was always going to be a price to pay. 
"This is the new reality," he said. "If people want 
to get trades done, the market is open but 
there's a premium for risk. That isn't going to 
change in the foreseeable future." 
 
(This story will appear in the March 31 issue of IFR 
Magazine) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
 
 

China 

China outstanding foreign debt rises to 

$1.71 trln at end-2017 

29-Mar-2018  
BEIJING, March 29 (Reuters) - China's 

outstanding foreign debt rose to $1.71 trillion 
at the end of 2017 from $1.68 trillion at the 
end of September, the foreign exchange 
regulator said on Thursday. 

Short-term foreign debt stood at $1.1 trillion at 

end-2017, up from $1.09 trillion at the end of 
the third quarter, the regulator said. 
Short-term foreign debt accounted for 64 
percent of the total at the end of last year, while 
medium- and long-term debt made up 36 
percent of the total, the State Administration of 

Foreign Exchange said in a statement on its 
website. 
 
(Reporting by Beijing Monitoring Desk; Editing by Sam 
Holmes) 
(( yifan.qiu@thomsonreuters.com ; 86-10-66271289; 
)) 
 
 

Hong Kong 

Hong Kong posts HK$172.4 bln fiscal 

surplus for April-Feb  

29-Mar-2018  
March 29 (Reuters) - Hong Kong's fiscal 

surplus stood at HK$172.4 billion ($21.97 
billion) during the 11-month period ended 
Feb. 28 of the financial year 2017/18. 

A government spokesman said the expenditure 
in March is expected to exceed revenue, 
resulting in a deficit for the month and reducing 

the cumulative surplus.  
Fiscal reserves as of Feb. 28, 2018: HK$1,126.4 

billion, up from HK$1,119.2 billion at the end of 
January.  
 

($1 = 7.8486 Hong Kong dollars) 
(Reporting by Twinnie Siu in HONG KONG; Editing by 
Biju Dwarakanath) 
(( twinnie.siu@thomsonreuters.com ; 852-2841 5763; 
Reuters Messaging: 

twinnie.siu.thomsonreuters.com@reuters.net )) 
 
 

India 

India bonds gain sharply on surprise 

cut in govt borrowing  

27-Mar-2018  
By Suvashree Choudhury 
MUMBAI, March 27 (Reuters) - Indian 

government bonds saw the sharpest one-day 
gains in over four years on Tuesday following 
a surprise cut in the government's borrowing 
programme for the fiscal year starting April. 

The 10-year bond yield dropped to as much as 
7.3565 percent from 7.62 percent, its lowest 
since Jan. 29, and marking its biggest intraday 
fall since Dec. 9, 2013. 
The rupee rose to 64.77 per dollar from 64.87 
on Monday. 
Besides a lower than expected borrowing 

number, investors also cheered the 
government's decision to issue securities 
uniformly spread across different maturities in 
contrast to the previous format where a large 
part of the issuances were concentrated in the 

10-14 year tenure, traders said. 
"We expect the rally to continue in the near term 

with the 10-14 year segment seeing bigger 
gains than shorter bonds given that most 
traders had sold off these bonds earlier and the 
supply will be lower than before," said a trader 
at a foreign bank. 
India plans to borrow 2.88 trillion rupees 
($44.45 billion) during April-September, the 

government said after market hours on 
Monday, adding it will borrow 500 billion 
rupees less for the full year 2018/19. 

Indian bond markets have been reeling as state 
banks, the biggest investors in government 
debt, shy away from the market 

due to huge trading losses. 
Traders said the reduction in government 

borrowing may also suggest the central bank will 
be more cautious about raising interest rates in 
an economy which is running far below its 
potential. 
The Reserve Bank of India will make its next 
monetary policy announcement on April 5 and 
is widely expected to keep rates on hold. 
Traders will look closely at the tone of the 

statement to gauge whether the RBI will be in 
a hurry to raise rates to pre-empt further 
inflation pressure or if it will take a wait-and-
see approach. 

"If one parent is trying to help, then the other 

parent might also do something to supplement 
the effort," said one analyst, referring to 
expectations from the RBI following the 
government's borrowing announcement. 

 
($1 = 64.7900 Indian rupees) 
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(Additional reporting by Swati Bhat; Editing by Sherry 
Jacob-Phillips and Kim Coghill) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n

et )) 
 
 

India's 10-Year Yield To Post 1st Fall 

In 8 Months On Lower Supply   

28-Mar-2018  

By Dharam Dhutia 
NewsRise 
MUMBAI (Mar 28) -- Indian government bonds 

gain in early trade, with the 10-year bond 
yield set to post its first fall in eight months, 
as market sentiment was boosted after New 
Delhi eased the supply pressure for first half 
of next financial year. 

The benchmark 7.17% bond maturing in 2028 

was at 99.04 rupees, yielding 7.31% at 10:15 
a.m. in Mumbai today. The bond had closed at 
98.86 rupees, yielding 7.33%, yesterday. The 
yield has fallen 42 basis points in March.  
“With yesterday’s positive move, most of the 
treasury losses have been minimized,” trader 
with a private bank said. “We are likely to see 
buying from state-run banks today,”  

State-owned banks - among the largest 

investors in government debt - sold bonds worth 
86.43 billion rupees yesterday. These banks 
have been big sellers of debt over the last three 

months, with sales totalling 377 billion rupees, 
data from Clearing Corp of India showed.  
India plans to sell bonds worth 2.88 trillion 

rupees in April-September, accounting for 
47.56% of the government’s budgeted fiscal-
year borrowing of 6.06 trillion rupees, Economic 
Affairs Secretary Subhash Garg said earlier this 
week. The government typically borrows 60%-
65% of the annual aim in the first half. 
Faced with rising borrowing costs over the 

past several months, the government has 
tweaked the proportion of debt maturities in 
the first half borrowing plan. It will borrow 
33% through debt of maturities up to nine 
years, 29% via bonds of 10-14 years and 15% 
via 15-19 year bonds and 23% from over 20-
year bonds in April-September. 

The supply used to be concentrated in 10-14 
year segment in previous fiscal years. India’s 
financial year runs Apr. 1 through Mar. 31. 

Moreover, New Delhi’s annual borrowing target 
of 6.06 trillion rupees will be lowered by 500 
billion rupees as it will fund the fiscal deficit 
using an additional 250 billion rupees from small 
savings funds, while its bond buyback target will 
be cut by 250 billion rupees, according to 
Secretary Garg. 

Market sentiment is also positive as traders 
expect a hike in the limit on foreign investment 
in government bonds, with the announcement 

likely next week. Currently, foreign investment 
in government bonds is capped at 5% of India's 
outstanding debt.  

India's rate-setting panel is due to meet on Apr. 
4 - Apr. 5 for its first monetary policy review of 

the next financial year.  

 
The benchmark Brent crude oil contract was at $69.75 
per barrel against $70.11 previous close. India imports 
80% of its crude oil requirements.  
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India's April-Feb fiscal deficit touches 

120 pct of full-year target  

28-Mar-2018  
NEW DELHI, March 28 (Reuters) - India 

reported a fiscal deficit of 7.2 trillion rupees 
($110.42 billion) for April-February or 120.3 
percent of the budgeted target for the current 
fiscal year that ends this month. 

Net tax receipts in the first 11 months of 

2017/18 fiscal year were 1.03 trillion rupees, 
government data showed on Wednesday. 
 
($1 = 65.2075 Indian rupees) 
(Reporting by Neha Dasgupta; Editing by Malini 
Menon) 
(( malini.menon@thomsonreuters.com ; +91 11 4954 
8028 / +91 11 3015 8028; Reuters Messaging: 
malini.menon@thomsonreuters.com @reuters.net)) 
 
 

India fires up government bonds  

29-Mar-2018  
•Bonds: Plan to change foreign investor limit, 
issuance schedule, spurs major rally 

By Krishna Merchant 
SINGAPORE, March 29 (IFR) - India gave an 
unexpected shot in the arm to its ailing 
government bond market last week, sparking a 

spectacular rally days before the end of the 
financial year and opening the door to greater 
foreign investor participation in the months 
ahead. 
Indian government bonds had their biggest one-
day gain in over four years last Tuesday 

following a surprise cut in the government's 

borrowing programme and a rebalancing of the 
traditionally front-loaded funding schedule 
towards the second half of the financial year 
starting on April 1. 
The 10-year IGB yield plummeted from 7.62% 
to as little as 7.33%, its lowest level since 

January 29 and its biggest intraday fall since 
December 2013. The move partly reversed a rise 
of nearly 92bp in the benchmark yield since the 
beginning of the financial year last April. Some 
profit-taking ensued, but the yield closed at 
7.40% on Wednesday. 
In addition to the changes in the borrowing 

requirement and funding schedule, the 
government and Reserve Bank of India are in 
the final stage of discussions for an increase 
in the investment quota of foreign portfolio 
investors in government securities, the 
Ministry of Finance said. 
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"It is possible (but not a 100% done deal) that 

we see an increase in the FPI limits," said 

Swapnil Kalbande, vice president and Asia rates 
strategist at Deutsche Bank. "Currently the limit 

is capped at 5% and it might be raised to 
somewhere between 6%–8% over the next two 
to three years.” 

Foreign ownership of IGBs is tiny at around 
4.5%, compared to countries like Indonesia and 
Malaysia where foreign investors own nearly 
40% and 45% of government bonds, according 
to Western Asset Management. 
At present, Indian banks absorb the bulk of the 

IGB supply. But, given their high holdings of 
outstanding bonds, which make up around 30% 
of their investment portfolios, and the mark-to-
market losses they have suffered in the past few 

quarters, their appetite for further supply is 
limited and new investors are needed to take up 
the slack. 

FPI flows will potentially increase by US$20bn if 
the limit is increased to 6% of outstanding IGBs 
in the next two years, Standard Chartered 
Global Research said in a note dated March 20. 
However, FPIs have been net sellers of 
Rs99.47bn (US$1.53bn) of government bonds 
since February because of uncertainty about the 

pace of US rate rises, the weakening rupee and 
the impact of selling by domestic banks. 
The market will watch out for the proportion of 
the new quota that will be split between general 
and long-term FPIs, such as sovereign wealth 

funds and central banks.  
The quota for long-term FPIs is currently only 

82% utilised, while the quota for general FPIs is 
96% utilised, according to the National 
Securities Depository Limited. 
“An incremental increase in the general FPI 
quota would be perceived favourably by the 
market," said Standard Chartered.  

India plans to borrow Rs2.88trn during the first 
half of the new 2018-19 financial year and 
Rs500bn less for the full year than the Rs6.05trn 
it had budgeted for. 
“The government scaled down the borrowing 
plan for the first half of fiscal 2019 to 48% of 
the annual budget compared to about 60% 
seen earlier,” said Krishnan Sitaraman, senior 
director at Crisil Ratings. 

Deutsche Bank's Kalbande said the move away 
from the traditional front-loading was positive 
for the market and gross issuance would be the 
lowest since the 2013 fiscal year. 
"The government finally addressed the supply 
concerns, delivering more than what the market 
was asking for," he said. 

YEAR-END TONIC 
Banks are expected to be the biggest 
beneficiaries of last week's bond market 
rebound. “Given the reduction in bond yields, we 
do not expect significant mark-to-market losses 

in banks’ treasury portfolios in the March ending 

quarter,” said Sitaraman.  
Prior to the rally, state-owned banks were 
expected to incur Rs200bn in treasury losses for 
the March quarter because of the uptrend in 
yields, according to Credit Suisse research, 

raising concerns over the adequacy of the 

government’s recapitalisation plans for those 

banks. 
Beside the lower-than-expected borrowing 
number, investors also cheered the 
government's decision to issue securities 
uniformly spread across different maturities, 
in contrast to the previous format where a 
large part of the new issues were 
concentrated in the 10–14 year tenors. 

The government answered the wishes of banks 

and primary dealers with the introduction a one 
to four year maturity bucket, said Kalbande. 
Domestic banks have a bias towards shorter-
duration paper after they were hit badly by the 
rise in yields at the longer end. 
"Expect the local banks to be the main takers of 

these short-dated papers. FPIs are not allowed 
to buy anything less than three years anyways," 
Kalbande said. 
While the recent measures have cheered 
investors, some traders feel that the 
government is kicking the can down the road by 
pushing the bulk of its borrowing to the second 

half, when corporate borrowers are traditionally 
more active. The government is also increasing 
refinancing risks by issuing shorter maturity 
bonds. 
"India is not a part of any global indices. For 
stable FPI flows, India should push for inclusion 
of IGBs into one of the global indices," said a 

trader from a foreign bank.  

 
(This story will appear in the March 31 issue of IFR 
Asia magazine 
Reporting by Krishna Merchant; Editing by Daniel 
Stanton and Vincent Baby) 
(( Krishna.Merchant@thomsonreuters.com ; +65 
64174544; )) 
 
 

Will government borrowing change 

global outlook on India?  

29-Mar-2018  
MUMBAI - North Block's decision to run a tight 

ship in the first half of the new financial year, 
marking the lowest proportional federal 
borrowing in a decade, has wider 
ramifications for India's sovereign rating and 

investments beyond the narrow bailiwick of 
bonds. 

For the first time since 2008-09, when the global 
economy had embarked on a tortuous effort to 
clamber out of the subprime sinkhole, India has 
decided to borrow less than half the funds 
earmarked for the financial year in the six 
months to September 30. This assumes even 

greater significance as spending is generally 
expected to be high in an election year, with 
incumbent governments typically opting to front-
load borrowings. 
"This suggests fiscal consolidation and prudence, 

sending a powerful forward-looking signal to the 
international investment community and the 

rating agencies, " said Ajay Marwaha, head - 
investment advisory and EM capital markets, 
Sun Global Investments, UK. 
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"It is natural to see the short-term euphoria that 

the bond markets have witnessed on the back of 

these announcements, but it is pertinent to 
understand the potential far-reaching 
implications and signals that can be read from 
the announcement, " Marwaha said. 
Foreign portfolio investors have bought a net Rs 
13, 646 crore worth of domestic securities this 

year, while they invested Rs 2 lakh crore last 
year - the highest since 2014. 
Bond yields fell 29 basis points Tuesday. The 
benchmark yield is likely to trade in the range of 
7-7.30%, moderating from the February highs of 
7.77%. 

Meanwhile, New Delhi has also proposed to cut 
total borrowing by Rs 50, 000 crore. The 
government's gross borrowing is pegged at Rs 

6.05 lakh crore for FY19, compared with Rs 5.99 
lakh crore this financial year. 
The introduction of shorter maturity papers, 
too, has far-reaching implications, with 
reducing refinancing needs for the 

government. For more than a decade, New 
Delhi has increasingly relied on capital market 
borrowings. 

"The central bank had no option but to elongate 
the duration of bonds issued to manage 
problems of bunched up maturities and annual 
refinancing, " said Marwaha. The re-introduction 
of shorter-duration bonds should tackle that 

problem. 
Maturities of less than ten years now account for 

a third of the debt, compared with 29% being 
made up of 10-14 year securities. Bonds with 
one-four year maturities are 8.3% of the whole 
borrowing size. 
This change in stance, when announcing a new 

borrowing plan, is viable when there is clear 
visibility of a path toward lower borrowing. 
"...(The) continued commitment to fiscal 
consolidation through persistent reduction of 
annual fiscal deficits would help reduce the 
government's borrowing requirements, " said 
William Foster, Vice President, Sovereign Risk 
Group, Moody's Investors Service. "... and 
along with high nominal GDP growth, (it 
should) contribute to a declining debt burden 

over time, which would be supportive of the 
sovereign credit profile." 

Last November, Moody's upgraded India's 
sovereign credit rating by a notch to 'Baa2' with 
a stable outlook, citing improved growth 
prospects driven by economic and institutional 
reforms. 
There has been some departure from the normal 

trend, which is significant given the current 
situation of tight liquidity and high yields, 
according to Care Ratings. 
 
For Reprint Rights: timescontent.com 
Copyright (c) 2016 BENNETT,COLEMAN &amp; 
CO.LTD. 
 
 

Lebanon 

Lebanese parliament to discuss 2018 

budget  

26-Mar-2018  

BEIRUT, March 26 (Reuters) - Lebanon's 

parliament will discuss the government's 
proposed 2018 budget - which forecasts a 
slightly reduced deficit of $4.8 billion - on 
Wednesday and Thursday, state news agency 
NNA reported on Monday, citing Parliament 
Speaker Nabih Berri.  

The coalition government, which includes most 
major parties represented in the parliament, 
agreed on the budget on March 12. 
The Lebanese government, one of the most 
indebted in the world, is under pressure to 
show it is willing to institute fiscal reforms 
before an international donor meeting in April.  
The International Monetary Fund said this year 

that Lebanon's public debt trajectory was 
unsustainable and there was an urgent need to 
stabilise and then reduce it.  
Last year the government passed Lebanon's first 
state budget since 2005 after years of wrangling 
between rival parties had all but brought political 
activity to a halt.  

The 2018 budget forecasts spending of 23.85 
trillion Lebanese pounds ($15.79 billion) and 
18.69 trillion pounds of revenues, while 
including no new taxes.  
 
($1 = 1,510.0000 Lebanese pounds) 
(Reporting by Angus McDowall 
Editing by Robin Pomeroy) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
 
 

Lebanon plans $5 billion debt swap to 

cut servicing costs  

29-Mar-2018  
By Tom Perry 

BEIRUT, March 29 (Reuters) - Lebanon's 

government plans to swap $5 billion of new 
foreign currency bonds for Lebanese pound 
debt with the central bank, in an operation its 
finance minister suggested would slash the 
cost of servicing its huge debt pile by $1.5 
billion. 

Ali Hassan Khalil, speaking in parliament on 
Thursday, said 218 billion pounds ($145 million) 

of the total savings to the treasury of 2.2 trillion 
pounds would accrue in the first year. 
He said the move would also boost the central 
bank's assets in foreign currency, which took a 
hit late last year on Prime Minister Saad al-
Hariri's sudden resignation, which he later 
retracted.  
Parliament approved on Thursday the 2018 
state budget, which projected a previously 
stated deficit of $4.8 billion, slightly reduced 
from 2017. 
Economists said the swap, whose mechanism 
Khalil did not explain in detail, aimed to ease 
the burden of managing state debt estimated 
in 2017 at over 150 percent of GDP, one of the 
highest such ratios in the world. 

"The fact they have to go down this route goes 
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to show that policymakers are really struggling 

... to deal with the dire public finances," said 

Jason Tuvey, Middle East Economist at Capital 
Economics. 
Lebanon is due to hold a parliamentary election 
on May 6. 
Khalil said that while the planned operation was 
not ideal and might affect markets, the state 

needed to secure $7.3 billion to cover maturing 
foreign currency payments due in 2018. 
Part of this would come from revenues or 
through swapping bonds that had matured in 
recent years or were due to this year. 
"There remains about $5 billion that the state 

still needs to issue as treasury bonds. We took 
the initiative to look for a framework to benefit 
from this in a way that strengthens the central 

bank assets," he said. 
"...We issue treasury bonds in foreign currency 
from which the central bank benefits, in 
exchange for treasury bonds for the needs of 

(the) Lebanese state." 
DEVALUATION RISK? 
Capital Economics' Tuvey questioned the 
sustainability of the type of operation detailed by 
Khalil, over which "concerns may also build 
about the Lebanese pound, and whether that 
would need to be devalued". 
"I don't think devaluation is an immediate 
concern, but clearly there are significant risks, 
particularly if we saw a re-escalation of the 
geopolitical tensions that we saw late last 
year, and saw another sustained withdrawal 
of non-resident deposits from the banking 
system," he said.  

Central bank governor Riad Salameh was not 
considering a devaluation, English-language 

newspaper Daily Star quoted him as saying in an 
interview published on Thursday. 
The Lebanese pound has been pegged against 
the dollar at the same level for 20 years. 
Salameh said this month dollar reserves at the 
central bank had climbed in early 2018, 
recovering from the decline during the Hariri 

resignation crisis. 
Nassib Ghobril, chief economist at Byblos Bank 
said that, should the swap go ahead, the 

issuance would be for special, non-market 
Eurobonds. "The primary objective is to reduce 
debt servicing costs," he said.  
The International Monetary Fund, in the 

concluding statement of a staff visit in February, 
called on Lebanon to immediately anchor its 
fiscal policy in a consolidation plan to stabilise 
debt and put it on a downward path. 
Fiscal reform is a key demand of international 
donors due to convene an April 6 Paris 

conference where Lebanon hopes to secure 
billions of dollars of soft loans for a capital 
investment plan. 
The finance minister has told Reuters the 
budgeted deficit for 2018 was equivalent to 
8.4 percent of GDP. The budget foresees 
23.85 trillion Lebanese pounds of spending 
and 18.69 trillion of revenues, Khalil also said 
earlier this month.  

 

(Writing by Tom Perry 
Editing by Gareth Jones and Raissa Kasolowsky) 
(( thomas.perry@thomsonreuters.com )) 
 
 

Malaysia 

Fitch Affirms Malaysia At 'A-'; Outlook 

Stable  

28-Mar-2018  
March 28 (Reuters) -  
Fitch affirms Malaysia at 'a-'; outlook stable. 
Fitch says Malaysia's positive growth 
momentum should continue in 2018 and 2019 
under its baseline of a strong external 
environment. 

Fitch says general election is due by august in 

Malaysia, but it is unlikely in its view to lead to 
significant shift in direction of economic policy. 
Fitch says downside risks to Malaysia's economy 
stem from threats of trade protectionism and 
tighter global monetary conditions. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

Mongolia 

Mongolia to further loosen monetary 

policy to create jobs  

28-Mar-2018  
ULAANBAATAR, March 28 (Reuters) - Mongolia's 

central bank will relax monetary policy to 
support an economic expansion programme 
aimed at creating jobs, officials said, a move 
that could signal an end to the austerity 
imposed after last year's International 
Monetary Fund bailout. 

After a three-year mining-led boom, landlocked 
Mongolia's economy was hit in 2016 by a 
collapse in foreign investment and declines in 
the prices of major export commodities like coal 
and copper, leaving it struggling to pay off 
debts.  
The country reached a $5.5 billion bailout 
agreement with the International Monetary 

Fund (IMF) last year in order to relieve debt 
pressures and stabilise its tugrik currency.  

As part of the deal, Mongolia agreed to impose 
more discipline on its banking system, raise 
taxes and bring government spending under 
control.  
But government officials speaking at a forum in 

Ulaanbaatar on Wednesday said the country 
would now embark on a 900-day expansionary 
programme aimed at stimulating the private 
sector and creating as many as 263,000 jobs. 
Bayartsaikhan Nadmid, president of the Bank of 
Mongolia, told the forum that the bank aimed to 

create a more favourable environment for 

businesses this year.  
"We are planning to build a friendlier banking 
and financial environment by loosening 
monetary policy," he said.  
The central bank has already cut benchmark 
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interest rates to 10 percent, their lowest since 

2009, with inflation still within targets. The 

move also came amid growing political pressure 
to reduce lending rates.  
Finance Minister Chimed Khurelbaatar said 
the government was also planning to 
introduce new tax reforms to support small 
and medium-sized enterprises. 
"With the IMF, we overcame the economic 
and financial difficulties and we will continue 

to collaborate with them," he said. "We 
continue to understand and support each 
other." 

The IMF did not immediately respond to a 
request for comment.  
 
(Reporting by Munkhchimeg Davaasharav 
Writing by David Stanway; Editing by Michael Perry) 
(( david.stanway@thomsonreuters.com ; +86 21 6104 
1799; Reuters Messaging: 
david.stanway.thomsonreuters.com@reuters.net )) 
 
 

Philippines 

Philippines plans $6.22 bln domestic 

borrowing in Q2  

27-Mar-2018  
MANILA, March 27 (Reuters) - The Philippines' 

Bureau of the Treasury plans to raise as much 
as 325 billion pesos ($6.22 billion) from the 
sale of treasury bills and bonds in the second 
quarter, 35 percent more than it had 
programmed for the current quarter, it said on 
Tuesday. 

Between April and June, there will be 13 

auctions for 91-day, 182-day and 364-day T-
bills, with the offer size cut to 15 billion pesos 
from 20 billion pesos this quarter, the agency 
said in a notice to government securities 
dealers. 
The government will also offer 10 billion pesos 
worth of T-bonds at each of the 13 auctions for 

such papers with tenors of 3, 5, 7, 10 and 20 
years. 
It recently raised 1.46 billion yuan ($230 million) 

from a debut sale of three-year panda bonds 
and $750 million early this year from a 10-year 
U.S. dollar bond issue, with a plan to offer a 
samurai bond later in the year also on the table. 
Government borrowing from both domestic 
and foreign sources is expected to reach a 
whopping 888 billion pesos this year, 
complementing revenues from a landmark tax 
reform programme meant to help fund 
President Rodrigo Duterte's ambitious "Build, 
Build, Build" programme, a pillar of his 
economic growth agenda. 

 
($1 = 52.2100 Philippine pesos) 
(Reporting by Enrico dela Cruz; Editing by Kim Coghill) 
(( neiljerome.morales@thomsonreuters.com ; +632 

8418914; Reuters Messaging: 
neiljerome.morales.thomsonreuters.com@reuters.net 
)) 
 

 

Saudi Arabia 

Saudi Arabian Monetary Agency - Saudi 

Arabian Monetary Authority Adopts 

New Bond Issuance System Using 

Bloomberg  

28-Mar-2018  
The Saudi Arabian Monetary Authority (SAMA) 
has successfully completed the development 
of a SAMA bills and Murabahas issuance 

system using Bloomberg's Auction System. 
This will facilitate the participation of local and 
international banks operating in the Kingdom in 
the primary market for bills and Murabahas, one 
of the most common Islamic financing 

structures. SAMA has concluded its first issuance 
using the new system.  

His Excellency the Governor of the Saudi Arabian 
Monetary Authority, Dr. Ahmed Alkholifey 
stated: 'The development of this platform is part 
of SAMA's role in implementing the program for 
strengthening governance, which corresponds to 
the Saudi Vision 2030. Furthermore, the 

improvement in liquidity management 

instrument issuances is an important step 
towards developing the pricing process of 
SAMA's bills and Murabahas. This aligns it 
with international best practice to underpin 
the development of the debt market and 
liquidity management in the Kingdom of Saudi 
Arabia through electronic trading.'  

'We are delighted to collaborate with SAMA on 
their new bond issuance system,' said Nicholas 
Bean, Bloomberg's Global Head of Fixed Income 

Trading Products. 'Bloomberg's solution provides 
an optimal, cost-effective and secure way to 
manage operations for primary markets for 
issuers who would otherwise have to conduct a 
manual process, or have to build and implement 
their own solution.'  
Bloomberg's Auction System, a fully managed 

auction solution, allows government agencies 
and financial institutions to perform their auction 
tenders electronically, with dealers who can 

track auctions and enter bids via the Bloomberg 
Terminal. It is part of Bloomberg's multi-asset 
auction offering, which is fully integrated with 

the data, news, analytics and communications 
tools available on the Terminal.  
 
(C) Copyright 2018 - Saudi Arabian Monetary Agency 
 
 

Sri  Lanka  

Sri Lanka plans $1 bln foreign 

borrowing to finance budget spending  

27-Mar-2018  

COLOMBO, March 27 (Reuters) - Sri Lanka 

plans to raise $1 billion under a foreign 
currency term financing facility (FTFF) to 
cover expenditure approved under this year's 
budget, the government said on Tuesday. 
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The move comes weeks after the International 

Monetary Fund (IMF) said Sri Lanka's economy 

remains vulnerable to adverse shocks due to its 
large public debt and low external buffers. 
The island nation plans overall net foreign 
borrowing of 300 billion Sri Lankan rupees 
($1.92 billion) this year, 9.1 percent lower 
than 2017, budget data showed.  

The government said the FTFF would be issued 

in U.S. dollars, yen, euros or a combination of 
them, and that it would be either at a fixed or 
floating rate, with a minimum maturity of three 
years. 
The government also invited investment houses, 
and international banks that have an 
investment-grade rating from global agencies, to 

submit tenders. 

Sri Lanka's parliament last week passed a 
Liability Management Act that allows the 
government to bring forward some loan 
repayments and to borrow more abroad when 
global market conditions are favourable.  
The cabinet in January approved up to $3 billion 

in borrowing via development bonds and $2 
billion through sovereign bonds.  
Sri Lanka has to repay over $5.4 billion in 
debt over the next 12 months, and has just 
over $7.9 billion in foreign exchange reserves, 
according to central bank data. 

The government has blamed "colossal 
borrowing" by the previous government for the 

spike in debt servicing. 

 
($1 = 156.0000 Sri Lankan rupees) 
(Reporting by Shihar Aneez; Editing by Kevin Liffey) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
 
 

South Korea 

South Korea to sell 7.9 trln won T-

bonds in April  

29-Mar-2018  

SEOUL, March 29 (Reuters) - South Korea plans 

to sell 7.9 trillion Korean won ($7.42 billion) 

worth of treasury bonds through auctions in 
April, more than 7.6 trillion won worth 
planned for March, the finance ministry said 
on Thursday. 

The Ministry of Strategy and Finance also said it 
will also exchange 300 billion won worth of 
existing paper with new debt. 
 
($1 = 1,065.3400 won) 
(Reporting by Dahee Kim)  
((Dahee.Kim@thomsonreuters.com; +82 2 3704 
5643; Reuters Messaging: 
dahee.kim@thomsonreuters.com)) 
 
 

Thailand 

Thailand plans to sell $3.6 bln of govt 

bonds in April-June  

28-Mar-2018  

BANGKOK, March 28 (Reuters) - Thailand plans 

to sell 113 billion baht ($3.62 billion) of 
government bonds in the April-June quarter 
as part of debt-restructuring moves, the 
finance ministry said on Wednesday. 

The baht-denominated bonds, to be sold 
domestically, will have maturities of between 

five and 50 years, the ministry said in a 
statement. 
For the January-March quarter, the government 
planned to sell 157 billion baht of government 
bonds. 
 
($1 = 31.23 baht) 
(Reporting by Satawasin Staporncharnchai; Writing by 
Orathai Sriring; Editing by Richard Borsuk) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
 
 

Fiscal stimulus, monetary easing can 

help lift Thai growth  

29-Mar-2018  

BANGKOK, March 29 (Reuters) - Thailand 

should adopt an expansionary policy mix 
based on fiscal stimulus and monetary easing 
to achieve stronger and more balanced 
growth, the International Monetary Fund 
(IMF) said on Thursday. 

The country's economic performance continues 
to be favourable, with growth rising to 3.9 

percent in 2017 and exports taking advantage of 
a strong recovery of global trade, the IMF said in 
a statement after a staff visit to Southeast Asia's 
second-largest economy. 
Growth, however, has not been broad-based, 
and export gains have not sufficiently trickled 
down to household incomes and investments 
in other sectors, the IMF said. 

"A frontloaded infrastructure push on macro-

critical projects, accompanied by a more 
accommodative monetary stance, would help 
support faster growth in domestic demand," it 
said. 

"Monetary easing, coupled with strengthened 
communication on the commitment to price 

stability, would help steer inflation back to the 
target." 
The IMF said a flexible exchange rate should 
be the first line of defence against external 
shocks, with foreign exchange intervention 
confined to addressing disorderly market 
conditions. 

The central bank, the Bank of Thailand (BOT), 
on Wednesday raised its economic growth 

forecast to 4.1 percent from 3.9 percent earlier. 
The central bank has left its benchmark interest 
rate  unchanged at 1.50 percent, near record 
lows, since a cut in April 2015. 

At Wednesday's meeting, the vote to hold the 
rate was 6-1, with one dissenting vote for a 
quarter-point rise. 

The BOT will next review policy on May 16. Most 
analysts expect no policy change for the rest of 
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2018, though some predict rate increases in the 

second half of the year. 

The IMF's Executive Board is tentatively 
scheduled to discuss the staff report in May, the 
IMF said. 
 
(Editing by Orathai Sriring, Robert Birsel) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
 
 

Vietnam 

Vietnam bonds hit record highs, lifted 

by ample liquidity  

27-Mar-2018 12:35:42 
HANOI, March 27 (Reuters) - Short-term 

Vietnamese government bonds hit record 
highs on Tuesday, driven by excess cash in 
the banking system, analysts said. 

The yield on the 1-year government bond fell 
0.082 point as prices rose, hitting 2.295 percent, 
the lowest since Reuters started compiling data 

on one-year bonds in August 2008.  
The 2-year government bond yield also hit a 
record low while yields on 3-year and 5-year 
government bonds rose slightly from their all-
time lows hit last week.  
A surge in foreign direct investments, export 
revenue, remittances, stock market inflows 

and some major company share sales have 
boosted liquidity in the banking system, said 
senior macro analyst Hoang Thuy Luong of 
Viet Capital Securities. 

Vietnam's benchmark VN Index jumped nearly 
50 percent last year and has been hovering 
around its record high for the past several 
sessions. 
The index, which has gained around 20 percent 

so far in 2018, has been rising in part on the 
strength of demand for several initial share 
offerings and sales by private and state-owned 
companies. 
The bid-to-cover ratio at government bond 
auctions so far this year has averaged 1.9, 

showing a strong demand for the bonds. The 
government has been offering longer-term 
bonds in order to extend its repayment timeline 
and offer longer-term investment options for 
buyers. 
"This trend is expected to continue till credit 
growth accelerates later this year, which should 

help to curb liquidity in the banking system and 
lift up bond yields," analyst Luong said. 
Vietnam targets credit growth in the banking 
system to reach 17 percent this year, after loans 
grew 18.17 percent in 2017. The country also 
aims to keep inflation at 4 percent this year. 
 
(Reporting by Mai Nguyen 
Editing by Vidya Ranganathan and Richard Borsuk) 
(( mai.nguyen@thomsonreuters.com ; +8424 3825 
9623; Reuters Messaging: 
mai.nguyen.thomsonreuters.com@reuters.net )) 
 

 

S&P Says Vietnam Ratings Affirmed At 

'BB-/B'; Outlook Stable  

29-Mar-2018  
March 29 (Reuters) - S&P: 
S&P says Vietnam ratings affirmed at 'BB-/B'; 
outlook stable. 
S&P says affirming 'bb-' long-term and 'b' 
short-term sovereign credit ratings on 
Vietnam. 

S&P says Vietnam's stable outlook reflects S&P's 
expectation that Vietnam's economy will 
"continue to expand rapidly". 
S&P says ratings on Vietnam reflect Vietnam's 

lower middle-income economy, legacy banking 
sector weaknesses, & its emerging institutional 
settings. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 

EUROPE 

 

Albania 

Albania’s gross foreign debt rises in 

2017  

26-Mar-2018  
TIRANA (Albania), March 26 (See News) – 
Albania’s gross foreign debt increased to 7.92 
billion euro ($9.7 billion) at the end of 2017, 
from 7.88 billion euro a year earlier, central 

bank data showed. 

The external debt of Albania's general 
government and commercial banks increased 
last year, while the debt of the central bank and 
the non-financial sector fell, according to figures 
released by the central bank last week. 
 
($=0.80923 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Albania sells 3.1 bln leks (23.6 mln 

euro) of 10-year T-notes  

30-Mar-2018  

TIRANA (Albania), March 30 (SeeNews) – 
Albania's finance ministry said it raised 3.1 
billion leks ($29.1 million/23.6 million euro) 
from the sale of ten-year fixed-rate Treasury 
notes, below its target of 3.5 billion leks. 

The coupon rate on the issue slightly decreased 
to 6.95% from 7.0% at the last auction of ten-
year fixed-rate T-notes held in January, 
according to the results of Thursday's auction 

posted on the website of the finance ministry. 
 
(1 euro = 129.987 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 

mailto:Publicdebtnet.dt@tesoro.it
mailto:orathai.sriring@tr.com
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Bosnia 

Bosnian region aims to raise $114 

million in debt auctions in 2018  

29-Mar-2018  
SARAJEVO, March 29 (Reuters) - The 

government of Bosnia's autonomous Bosniak-
Croat Federation said on Thursday it aims to 
raise 180 million Bosnian marka ($114 
million) through the issuance of domestic 
debt in 2018, a safety measure if IMF halts 
again disbursement of its cash. 

The International Monetary Fund unlocked its aid 

to Bosnia in February, after it had kept it frozen 
for a year over a failure by authorities to 

implement agreed economic reforms. But as 
Bosnia is preparing for an election in October 
and campaigning is heating up, officials worry 
there will not be enough political will to push 
reform laws through the parliament. 
The government said it would issue three-
month treasury bills worth of 30 million 
marka and six-month T-bills worth of 110 
million marka in 2018, but did not specify the 
timing.  

It will also hold two auctions of three-year and 
five-year domestic bonds, both worth of 20 
million marka, the government said in a 
statement. 

 
(1$ = 1.577 Bosnian marka)  
(Reporting by Daria Sito-Sucic Editing by Alison 
Williams) 
(( daria.sito-sucic@thomsonreuters.com ; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net )) 
 
 

Bulgaria 

Bulgaria's gross foreign debt falls 

2.3% y/y at end-Jan  

28-Mar-2018  
SOFIA (Bulgaria), March 28 (SeeNews) - 
Bulgaria's gross foreign debt fell by an annual 

2.3% to 33.1 billion euro ($41.0 billion) at the 
end of January, the central bank said on 
Wednesday. 

The gross foreign debt was equivalent to 61.8% 
of the projected 2018 gross domestic product 
(GDP), down from 67.3% of GDP at the end of 
January 2017, the Bulgarian National Bank said 
in a statement. 

Month-on-month, Bulgaria's external debt edged 
down 0.5% at end-January. 
 
($ = 0.8069 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Croatia 

Croatia sells T-bills below target, yield 

persistently flat  

27-Mar-2018  

ZAGREB, March 27 (Reuters) - Croatia sold 414 

million kuna ($69.13 million) worth of one-
year treasury bills on Tuesday, with the yield 
flat at 0.09 percent for the seventh 
consecutive auction, Finance Ministry data 
showed. 

The sale fell short of the ministry's target for the 

second auction in a row. This time the target 
was set at 550 million kuna. Banks bought a 
touch below 50 percent of the paper. 
"Despite smooth liquidity, the yield is quite 
unattractive for investors," a market participant 
from a major local bank said. 
The ministry occasionally also auctions bills with 

3-month and 6-month maturities as well as 

those denominated in euros. 
After the auction, Croatia's overall short-term 
debt in the local currency fell to 19.54 billion 
kuna from 19.68 billion kuna. 
 
($1 = 5.9889 kuna) 
(Reporting by Igor Ilic)  
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98 334 053;)) 
 
 

Croatia improves debt terms for road-

management firms  

29-Mar-2018  

ZAGREB, March 29 (Reuters) - Croatia has 

approved state guarantees for 1.8 billion 
euros ($2.22 billion) of loans that road-
management companies will take from 
domestic banks to refinance their huge debt 
at more favourable terms.  

The government has been working for about a 
year on ways to refinance the state-owned 
companies' debt and in November issued a 

1.275 billion euro bond maturing in 2030 to help 
meet repayments that could not be covered by 
revenue from the country's highway network. 
"With this decision we provide stability of debt-
servicing and business operations for road-
management companies in the next 15 years," 

Transport Minister Oleg Butkovic told a cabinet 
session on Thursday. 
The loans for three companies will have a 12-
year maturity and an annual interest rate of 
1.95 percent. 
The total debt accumulated since Croatia began 
to modernise its road and highway infrastructure 

in 2001 is 5.2 billion euros, equating to 13 
percent of Croatia's overall public debt. 
"The refinancing terms will save us 50 million 
euros a year on interest repayments," Butkovic 
said. 
The heavy spending on Croatia's highway 
network was to improve access to coastal 

destinations that provide much of the tourism 

revenue on which the European Union's newest 
member heavily relies. 
 
($1 = 0.8124 euros) 
(Reporting by Igor Ilic 
Editing by David Goodman) 

mailto:Publicdebtnet.dt@tesoro.it
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(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Hungary/Poland 

Polish and Hungarian 10-year bond 

yields seen rising in tandem  

29-Mar-2018  
By Sandor Peto 
BUDAPEST, March 29 (Reuters) - Hungary's and 

Poland's 10-year government bond yields are 
expected to rise by 40-50 basis points in the 
next 12 months, tracking core market yields, 
a Reuters poll of 17 analysts showed. 

The March 22-28 survey sees the Polish yield 

rising to 3.6 percent from about 3.21 percent on 
Wednesday. The Hungarian yield could rise to 
2.88 percent from about 2.41 percent. 
"This mainly reflects the rise expected in Bunds 
and U.S. Treasuries, while inflation may also rise 
in the next 12 months," said Eszter Gargyan, 

analyst of Citigroup.  
The median forecasts show the Polish yield rising 
at an even pace, while Hungary's rise is seen 
picking up early next year. 
The central banks of Poland and Hungary have 
kept their interest rates at record low levels 
for years. 

But their long-term interest rates are likely to 

track a rise in the United States and the euro 

zone even if the banks do not increase their 
short-term interest rates, analysts said. 
HUNGARIAN STIMULUS 
Hungary's long-term debt yields are below 
better-rated Poland as the Hungarian central 
bank has been supporting demand by 
pumping cheap liquidity into markets through 
its swap facilities, and buying mortgage 

bonds.  

"It has declared that it targets stable spreads 
(over core market yields)," said Gergely Palffy, 
an analyst at Raiffeisen. 
"The European Central Bank could announce in 
September that it will indeed end its asset 
buying, and that could lift secondary market 

(Bund) yields." 
The poll projects that Hungary's 10-year yield 
will remain about 70 basis points below that of 
Poland. 
The Polish central bank (NBP) does not 
stimulate the market in the way its Hungarian 
counterpart does, but Polish bonds are less 
overbought, analysts said.  

The NBP lowered its inflation forecasts early this 

month and the NBH said inflation may only 
accelerate to its 3 percent target in a sustainable 
manner by the middle of next year. 
The NBP's Governor Adam Glapinski also 
shocked markets by saying that he did not see a 
reason to lift interest rates before the end of 

2020. 
The NBH's main interest rates are unlikely to 
change in the next two years, a separate 
Reuters poll showed last week. 
"(Hungary's) short-term interest rates are lower 

than in Poland and that somewhat holds back 

long-term yields, too, as the yield curve cannot 

become excessively steep," said Citi's Gargyan.  
 
(Reporting by Sandor Peto 
Editing by Gareth Jones) 
(( sandor.peto@thomsonreuters.com ; +36 1 327 
4744; Reuters Messaging: 
sandor.peto.thomsonreuters.com@reuters.net )) 
 
 

Kosovo 

Kosovo to sell 10 mln euro of 7-yr T-

notes on March 30  

26-Mar-2018  

PRISTINA (Kosovo), March 26 (SeeNews) – 
Kosovo will offer 10 million euro ($12.3 
million) of seven-year, fixed-rate Treasury 
notes at an auction on March 30, the central 
bank said. 

The T-note issue will mature on April 2, 2025, 
the central bank said in a notice posted on its 
website. 
At the last auction of seven-year T-notes held on 

November 29, Kosovo’s central bank sold 10 
million euro worth of government paper, in line 
with target. The average weighted yield edged 
down to 3.22% from 3.27%. 
 
($=0.80923 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Poland 

Poland sells 3.0 bln zlotys worth of 

bonds at tender  

27-Mar-2018  
WARSAW, March 27 (Reuters) - Poland sold 

treasury bonds worth a total of 3.0 billion 
zlotys($884.28 million) at a tender on 
Tuesday, attracting investor demand worth 
6.59 billion zlotys, the finance ministry said. 

The sale included 148 million zlotys in papers 

due July 2020, 801.2 million zlotys in bonds due 

January 2023, 304 million zlotys in bonds due 
May 2024, 1.4 billion zlotys in bonds due April 
2028, and 350.5 million zlotys in paper due in 
May 2028. 
 
($1 = 3.3926 zlotys) 
(Reporting by Agnieszka Barteczko and Lidia Kelly) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
 
 

Poland's Q2 treasury debt supply to be 

lower than in Q1  

28-Mar-2018  
WARSAW, March 28 (Reuters) - The planned 

Polish zloty-denominated treasury debt 
supply for the second quarter will be lower 

mailto:Publicdebtnet.dt@tesoro.it
mailto:igor.ilic@thomsonreuters.com
mailto:agnieszka.barteczko@thomsonreuters.com
rm://agnieszka.barteczko.reuters.com@thomsonreuters.net/
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than in the first quarter, the finance ministry 
told Reuters on Wednesday. 

The ministry also said that it considers issuing 

dollar-denominated bonds in the second quarter. 
"The Ministry of Finance considers the possibility 
of issuing bonds denominated in dollars, which 
may take place in the second quarter. The final 
decision will depend on market conditions," the 
ministry said in a statement sent to Reuters. 

The ministry is due to publish the treasury debt 
supply plan for the second quarter at 1000 GMT 
on Friday. 
 
(Reporting by Pawel Sobczak 
Writing by Marcin Goettig; 
Editing by Lidia Kelly;) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Polish central budget surplus climbs to 

4.5 bln zlotys in Jan-Feb  

30-Mar-2018  
By Marcin Goettig 
WARSAW, March 30 (Reuters) - Poland's 

central budget posted a higher surplus of 4.5 
billion zlotys ($1.32 billion) in the first two 
months of 2018 compared to 0.9 billion zlotys 
in the same period a year earlier, finance 
ministry data showed on Friday. 

Total budget expenditure in the period fell by 

4.2 percent year-on-year to 57.6 billion zlotys, 
mainly thanks to a lower subsidy to the state 

pension agency due rising employment, the 
ministry said in a statement. 
The unemployment rate in Poland has fallen to 
its lowest levels since the country's transition 
from communism in the early 1990s amid robust 
economic and wage growth. 
The ministry also said value added tax (VAT) 

revenue for the period fell from what it said 
were last year's high levels. 
The ministry did not give figures for the first two 
months of 2018, but it said VAT revenue in 
February alone climbed 12.3 percent year-on-
year. 

Total central budget tax revenue in the first two 

months of 2018 rose by 1.1 percent, the ministry 

said. 
 
($1 = 3.4197 zlotys) 
(Reporting by Marcin Goettig 
Editing by Edmund Blair) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania runs 0.6 pct/GDP budget 

deficit at end-Feb  

26-Mar-2018  
BUCHAREST, March 26 (Reuters) - Romania's 

consolidated budget ran a deficit of 0.6 

percent of gross domestic product at the end 
of February, after a surplus of 0.2 percent in 

January, the finance ministry said on Monday. 
In nominal terms, the deficit stood at 5.48 billion 
lei ($1.47 billion). Revenues stood at 4.6 percent 
of GDP, or 42.3 billion lei. Spending was 47.8 
billion lei. 
The Social Democrat government targets a 
deficit of just under 3 percent of GDP, the 

European Union's ceiling. 
 
($1 = 3.7360 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Russia mulls Eurobonds in euros, plans 

to raise $3 bln by year-end  

27-Mar-2018  
By Darya Korsunskaya 
MOSCOW, March 27 (Reuters) - Russia may tap 

the global Eurobond market once again this 
year, aiming to raise $3 billion in papers that 
could be denominated in euros, the head of 
the state debt department at the finance 
ministry said on Tuesday. 

Russia has already issued Eurobonds this month, 

trumpeting strong demand despite political 
turmoil sparked by an attack on a former 

Russian spy in England and Western financial 
sanctions that are still in place. 
After borrowing $4 billion in mid-March, 
Russia's borrowing plan envisages raising 
another $3 billion by the end of 2018 though 
the finance ministry has no urgent need to 
borrow as it is on track to post a budget 
surplus. 

Of the upcoming $3 billion issue, $2.2 billion will 
be used to fund the budget and $800 million will 

be used to swap Eurobonds in circulation for new 
ones, Konstantin Vyshkovsky, who heads the 
ministry's state debt department, told reporters. 

Vyshkovsky said the ministry may denominate 
the upcoming Eurobond issue in euros to meet 
demand from European investors, particularly 

from Germany, even though issuing such a 
paper is more complicated than selling a dollar-
denominated Eurobond. 
"The placement in euros is possible if we see 
demand for papers in euros in an amount that 
will allow for issuing a sovereign Eurobond in a 
benchmark size," he said. 

Vyshkovsky declined to comment on a possible 
timing of the issue and also did not reveal tenors 
of the new Eurobonds. He said the finance 
ministry will issue no more Eurobonds maturing 
in 2047. 
Russia returned to the global Eurobond 
market in 2016 after two years of absence 

amid geopolitical tensions with the West that 
followed Moscow's move to annex Ukraine's 
Crimea region and support it provided to pro-
Russian rebels in eastern Ukraine. 

mailto:Publicdebtnet.dt@tesoro.it
mailto:marcin.goettig@thomsonreuters.com
rm://marcin.goettig.reuters.com@thomsonreuters.net/
mailto:marcin.goettig@thomsonreuters.com
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Since 2016, demand for Russian debt constantly 

exceeded the amount on offer, which Russian 

officials presented as a successfully passed test 
of global investors' appetite for Russian assets 
despite geopolitical instability. 
Deputy Finance Minister Sergei Storchak said 
earlier this month that Russia also considered 
issuing Eurobonds denominated in Chinese yuan 

later this year. 
 
(Reporting by Darya Korsunskaya and Andrey 
Ostroukh 
Writing by Andrey Ostroukh 
Editing by Peter Graff) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Russia dollar-bond yield spreads widen 

as diplomatic tensions rise  

28-Mar-2018  
LONDON, March 28 (Reuters) - The premium 

demanded by investors to hold Russian 
sovereign dollar bonds over safe haven U.S. 
Treasuries widened on Wednesday to their 
highest level since mid-December over rising 

diplomatic tensions due to a nerve agent attack 
on British soil. 
The average yield spread of Russian dollar bonds 
over U.S. Treasuries on the JPMorgan EMBI 
Global Diversified index widened by 1 basis 
points (bps) from Tuesday's close to 185 bps. 

The overall index has narrowed 2 bps since the 

previous close.  
Moscow has come under increasing international 
pressure following the nerve toxin attack on a 
former Russian double agent in England which 
has led to the expulsion of Russian diplomats 
from countries around the globe.  

 
(Reporting by Karin Strohecker, editing by Claire 
Milhench) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Kremlin says monitoring report UK may 

limit Russian debt market access  

29-Mar-2018  
By Andrey Ostroukh 
MOSCOW, March 29 (Reuters) - Russia is 

closely watching a report that British Prime 
Minister Theresa May may be considering 
limiting London's role in marketing Russian 
debt to investors, Kremlin spokesman Dmitry 
Peskov said on Thursday. 

British newspaper The Guardian that May had 
agreed to consider a ban on the City of London 
helping Russia sell government debt in the wake 
of the poisoning of a Russian former spy in 
England. Reuters has not been able to verify the 

report.  
After the first known use of a military-grade 

nerve agent on European soil since World War 
Two, Britain blamed Russian President Vladimir 
Putin for the attempted assassination, and the 

West has expelled around 130 Russian 

diplomats. 

Moscow, which has denied any involvement, 
warned that further punitive steps against it 
would be harmful for those who impose them. 
Peskov, when asked about May's reported 
proposal and a warning from U.S. ambassador 
to Russia Jon Huntsman that Washington could 

freeze Russian accounts in the States, said such 
steps, if made, would hurt international relations 
with investors. 
"We are watching this very closely. Indeed it is a 
very important matter that probably concerns 
(these) countries' image as reliable economic 

partners," Peskov said of the UK and U.S. 
warnings. 
"Of course such decisions cannot but harm these 

countries' goodwill in terms of their relations 
with other investors. That's why we are tracking 
and watching such statements very closely 
now." 

Deputy Finance Minister Alexei Moiseev made 
similar remarks earlier on Thursday. 
"This would be bad not only for us but also for 
those investors who have bought all these 
securities. It's not quite clear what they would 
do with all the securities," Moiseev told 
reporters. 

Still, there has been little sign of demand for 
Russian assets being seriously dented, while 
Russian firms' plans to raise capital overseas 
remain on track. 

Peskov told a conference call with reporters that 
Britain was a "rather unpredictable country in its 

relations with the Russian Federation." 
When asked about a suggestion that Austria 
could mediate between Russia and Britain in the 
case of the spy poisoning in England, Peskov 
said Russia needed "any roles, any voices that 
can help the British to see sense in this issue." 
 
(Additional reporting by Elena Fabrichnaya 
Writing by Andrey Ostroukh 
Editing by Hugh Lawson) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Serbia 

Narodna Skupstina Republike Srbije - 

39th Sitting of the Committee on 

Finance, State Budget and Control of 

Public Spending  

29-Mar-2018  
At the sitting held on 29 March, the members 
of the Committee on Finance, State Budget 
and Control of Public Spending interviewed 
the candidates for the election of a member of 
the Securities Commission and the candidates 
for the election of the Council of the State 

Audit Institution. The Committee ascertained 
the decision proposals for the election of a 
member of the Securities Commission and the 

election of the Council of the State Audit 
Institution.  
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Committee Chairperson Prof. Dr Aleksandra 

Tomic informed the Committee members that 

only the Serbian Progressive Party Parliamentary 
Group had submitted a candidate proposal for 
the election of a member of the Securities 
Commission - Aleksandar Stojkovic.  
Having interviewed the candidate, the 
Committee ascertained the Proposal of the 

Decision on the election of a member of the 
Securities Commission proposing that the 
National Assembly elect Aleksandar Stojkovic 
member of the Securities Commission.  
The parliamentary groups submitted the 
following candidate proposals for the election of 

the Council of the State Audit Institution:  
•the Socialist Party of Serbia Parliamentary 
Group proposed Bojana Mitrovic for Council 
Vice-President,  
•the Democratic Party Parliamentary Group 
proposed Branka Ljiljak for Council President,  
•the Dveri Parliamentary Group proposed Dr 
Predrag Markovic for Council President and 
Vladimir Ilic for Council member,  
•the Serbian Progressive Party Parliamentary 
Group proposed Dr Dusko Pejovic for Council 

President and Nevenka Bojanic, Marijana 
Simovic and Ljiljana Dimitrijevic for Council 
members,  
•the Socialists' Movement - People's Peasant 
Party - United Peasant Party Parliamentary 
Group proposed Marija Jocic for Council 
member.  

The Committee ascertained the Proposal of the 

Decision on the election of members of the State 
Audit Institution Council proposing that the 

National Assembly elect Dr Dusko Pejovic for 
Council President, Bojana Mitrovic for Council 
Vice-President, and Nevenka Bojanic, Marijana 
Simovic and Ljiljana Dimitrijevic for Council 
members.  
The sitting was chaired by Committee 
Chairperson Dr Aleksandra Tomic and was 

attended by the following Committee members 
and deputy members: Sonja Vlahovic, Dusan 
Bajatovic, Momo Colakovic, Zoran Bojanic, Prof. 
Dr Vladimir Marinkovic, Veroljub Arsic, Olivera 
Pesic, Srbislav Filipovic, Goran Kovacevic and 

Zoltan Pek.  

 
(C) Copyright 2018 - Narodna Skupstina Republike 
Srbije 
Keywords: Narodna-Skupstina-Republike-Srbije 
 
 

Turkey 

Turkish dollar bonds tumble, 2040 

issue at 13-month low  

28-Mar-2018  
LONDON, March 28 (Reuters) - Turkey's 

sovereign dollar bonds fell broadly on 
Wednesday, with its May 2040 issue at a 13-
month low as investors fretted about double-

digit inflation and the country's high external 
borrowing requirements. 

Turkey's 2040 Eurobond fell 0.13 cents to 

101.36 cents in the dollar according to Tradeweb 

data, the lowest since the start of February 

2017. 
In a broad-based sell off, Turkish five-year credit 
default swaps also hit 203 basis points, their 
highest level since end-November.  
The lira also weakened, sliding past the 
psychologically important level of 4.0 to the U.S. 

dollar.  
 
(Reporting by Claire Milhench; editing by Marc Jones) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 

LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentina to sell $4.2 bln bond as part 

of provincial fiscal pact  

28-Mar-2018 15:08:57 
BUENOS AIRES, March 28 (Reuters) - Argentina 

said on Wednesday it plans to issue $4.2 
billion in peso-denominated bonds at an 
interest rate of 6.73 percent as part of a fiscal 
pact signed late last year aimed at bolstering 
the financial position of the country's 
provinces. 

The debt is scheduled to be issued April 3 and 

will offer 125 monthly payments through the end 
of 2028, according to the government's official 
gazette. Proceeds will be distributed among 
most of Argentina's provinces. 
Under the fiscal pact, signed soon after 
President Mauricio Macri's coalition turned in 
a stronger-than-expected showing in October 
congressional elections, nearly all of 
Argentina's 24 provinces agreed not to hike 

spending above the inflation rate and to lower 
some taxes. 

To get the money, provinces agreed to drop 
pending litigation against the national 

government for underpayment of fiscal 
resources owed under Argentina's co-
participation rules. 
The bonds issued on April 3 will not be traded in 

the secondary market, according to the 
announcement in the gazette. 
 
(Reporting by Walter Bianchi; writing by Hugh 
Bronstein 
Editing by Jeffrey Benkoe) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
 
 

Argentina agrees to $1 bln, 18-month 

repo deal with HSBC  

28-Mar-2018  
BUENOS AIRES, March 28 (Reuters) - Argentina 

has agreed to a $1 billion, 18-month debt 
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repurchase agreement with bank HSBC, a 
source in the Finance Ministry said on 

Wednesday.  

The deal was part of the South American 
country's plan to meet between $2 billion to $3 
billion of its 2018 financing needs with repo 
deals. The source said Argentina still had no 
plans to tap foreign bond markets again this 
year, affirming Finance Minister Luis Caputo's 

earlier statements to a local newspaper. 
 
(Reporting by Buenos Aires newsroom; writing by Luc 
Cohen, editing by G Crosse) 
(( luc.cohen@thomsonreuters.com ; +54-11-4318-
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Brazil 

Brazil posts $5.2 bln primary budget 

deficit in February  

28-Mar-2018  
BRASILIA, March 28 (Reuters) - Brazil posted a 

budget deficit in February before interest rate 

payments, the central bank said on 
Wednesday, falling from the prior month's 
surplus and driving a slight increase in public 
debt. 

The public sector, comprised of the central 
government, regional governments and state-

owned firms, posted a primary deficit of 17.414 
billion reais ($5.2 billion), roughly in line with 

the median estimate of a 17.8 billion real deficit 
in a Reuters poll. 
 
($1 = 3.33 reais) 
(Reporting by Marcela Ayres; Writing by Bruno 
Federowski 
Editing by Chizu Nomiyama) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Brazil development bank BNDES repays 

30 bln reais to Brazilian treasury  

29-Mar-2018  
SAO PAULO, March 29 (Reuters) - Brazil's state 

development bank BNDES on Thursday repaid 
30 billion reais ($9.8 billion) to the country's 
Treasury, according to an emailed statement. 

Earlier this year, BNDES said it intended to 
repay 130 billion reais to the Brazilian Treasury 
by the end of 2018. The bank is in the midst of 
repaying more than 500 billion reais transferred 
from the Treasury between 2008 and 2005, 
weakening public finances. Since 2015, BNDES 
has repaid 210 million reais. 

 
($1 = 3.30 reais) 
(Reporting by Carolina Mandl and Aluisio Alves; Editing 
by Richard Chang) 
(( carolina.mandl@thomsonreuters.com ; +55 11 5644 
7703; )) 
 

 

El Salvador 

IMF - El Salvador: Concluding 

Statement of the 2018 Article Iv 

Consultation Mission  

27-Mar-2018  
March 27, 2018  
A Concluding Statement describes the 
preliminary findings of IMF staff at the end of 
an official staff visit (or 'mission'), in most 

cases to a member country. Missions are 

undertaken as part of regular (usually annual) 
consultations under of the IMF's Articles of 
Agreement, in the context of a request to use 
IMF resources (borrow from the IMF), as part of 

discussions of staff monitored programs, or as 
part of other staff monitoring of economic 
developments.  

The authorities have consented to the 
publication of this statement. The views 
expressed in this statement are those of the IMF 
staff and do not necessarily represent the views 
of the IMF's Executive Board. Based on the 
preliminary findings of this mission, staff will 

prepare a report that, subject to management 
approval, will be presented to the IMF Executive 
Board for discussion and decision.  
The IMF staff team visited San Salvador during 
February 5-16 for the 2018 Article IV 

consultation [1] and held productive discussions 
with the Salvadoran authorities, 

parliamentarians, business community, and 
social partners. The consultation was based on 
revised National Accounts statistics.  
El Salvador has suffered from low growth, low 
investment, high public debt, and sovereign 
financing strains. The subpar growth reflects the 
interplay of structural bottlenecks, high 

inequality and crime, and large outward 
migration. The country has pursued a strategy 
based on (i) pro-growth measures and (ii) 
gradual fiscal adjustment combined with a 
recent pension reform, which was facilitated by a 
welcome improvement in collaboration across 

the political spectrum. The IMF staff 
compliments the authorities for the substantial 
efforts made in addressing these issues to date. 
In particular, progress has been made in 
reducing the fiscal deficit and stabilizing debt, 
though significant further efforts are needed to 
put debt on a declining trajectory. Priorities 

include: (i) stepping up structural reforms to 
durably raise growth, and make it more 
inclusive; and (ii) implementing further fiscal 
adjustment of 2 percent of GDP on the revenue 
and expenditure side.  
RECENT DEVELOPMENTS, OUTLOOK AND 
RISKS  

1. Growth is projected at 2.4 percent in 2017, 

slightly above its potential of 2.2 percent, 
helped by continued U.S. recovery, and a 

surge in remittances. The fiscal deficit has 
declined significantly due to higher revenues and 
expenditure restraint, and also due to a fall in 

mailto:Publicdebtnet.dt@tesoro.it
mailto:Bruno.Federowski@thomsonreuters.com
https://twitter.com/b_federowski
rm://bruno.federowski.thomsonreuters.com@reuters.net/
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capital expenditure. The sovereign financing 

situation was difficult at the turn of 2016/17, but 

has been improving since September 2017. 
Remittances' growth accelerated in late-2016, 
most likely as a precautionary response to 
increased uncertainty about U.S. immigration 
policies.  
2. The medium-term outlook remains tepid. In 

2018-19, growth is expected to remain at 2.3 
percent, supported by stronger U.S. growth 

and higher grant-financed investment. The 
fiscal deficit is projected to further fall to 2.2 
percent of GDP in 2018, as savings from the 
pension reform kick in, but will increase to 2.7 
percent of GDP in 2019, with public debt broadly 

stabilizing at close to 70 percent of GDP by 
2021-23. The current account deficit is projected 

to increase both in 2018 and 2019 as 
remittances' growth moderates while imports 
expand, and the income balance worsens due to 
a tightening of financial conditions. The effects 
of the recent decision by the U.S. authorities not 

to renew the TPS are not expected to be 
significant. Over the medium term, growth will 
remain close to its potential and inflation will be 
anchored by dollarization at 2 percent.  
3. Risks to the outlook are tilted to the 

downside and dominated by spillovers from 
further potential policy shifts by the U.S. 
administration and domestic policy slippages. 
A more aggressive enforcement of the TPS 
termination, involving deportation of 50,000 

individuals over 2019-20, would reduce GDP 
growth by 0.1 and 0.4 percentage points in 2019 
and 2020, respectively. Higher deportations of 
illegal migrants would further dent remittances 
and growth, with more protracted effects than in 

the case of TPS migrants. Downward surprises in 
U.S. growth would also depress Salvadoran 
growth. Further, tighter global financial 
conditions could limit access or raise the cost of 
external fiscal financing, adding to fiscal strains. 
Finally, domestic policy slippages, such as a 

reversal of the recent fiscal deficit reduction or 
standoff over financing, or policy paralysis could 
also depress confidence and growth.  
FISCAL POLICIES  

4. The authorities' adjustment efforts, 

combined with the pension reform, will result 
in a cumulative improvement in the primary 
balance of 1¾ percent of GDP over 2017-18. 
However, the following considerations argue for 
further adjustment efforts. (i) Debt level, 
dynamics, and risks: Despite improvements in 
the fiscal balance, public debt reached close to 
70 percent of GDP at end-2017, but this mostly 
reflects the downward revision in GDP data. 
While it is projected to broadly stabilize over the 

medium term, risks still remain both due to 
possible external shocks and the risk of 
reversals of the recent gains in fiscal 

consolidation. Therefore, there is a need to bring 
debt on a firmly declining path.(ii) Financing 

gaps loom for 2019 and beyond: While the 
2018 budget made a welcome breakthrough in 

authorizing the needed sovereign borrowing for 
the entire year, substantial gaps loom for 2019 

and beyond. (iii) Growth interest differential: 

The differential has remained negative, and is 

projected to worsen.  
5. Staff welcomes progress on fiscal 

consolidation so far, but recommends an 
additional fiscal adjustment of 2 percent of 

GDP phased in over 2019-20. This adjustment 
would put debt on a declining path, reducing it, 
as an intermediate target, below 60 percent of 

GDP by 2024. Under this scenario, debt would 
be reduced to a more comfortable level of below 
50 percent of GDP before 2030. Staff believes 
that the output costs of fiscal adjustment are 
likely to be contained over the medium-term. 
Investor confidence could also be boosted by a 

better fiscal position.  
6. Given the assumed fiscal multipliers, the 

adjustment would require measures of 2.3 
percent of GDP both on the revenue and 
expenditure side that are efficient and 

support social objectives. On revenues, there is 
scope for raising taxes (e.g. VAT) and 
streamlining distortionary taxes. On spending, 

across-the-board cuts should be avoided in favor 
of targeted measures, and current spending 
should be rationalized to create room for public 
investment. Effort should be made to resolve 
technical challenges to the timely 
implementation of the property tax, as this is a 
key progressive measure to be actively pursued 

for a socially-balanced adjustment package. 
Similarly, regressive effects of a VAT increase 

should be carefully assessed, with targeted 
support to protect the most vulnerable.  
7. The new FRL represents a step in the right 

direction, but the law and its supporting 

elements need to be upgraded. Staff 

recommends amore ambitious debt target of 
below 50 percent of GDP instead of 65 percent 
of GDP currently. The operational target should 
be re-calibrated in line with debt sustainability. 
Also, rule-based corrective mechanisms (e.g. 
after escape clauses are triggered) should be 
introduced. The FRL should be supported by: (i) 

further improvements in Medium- and Long-
Term Fiscal Framework (MTLFF); (ii) a more 
comprehensive budget presentation; (iii) better 

spending controls, and monitoring of arrears (iv) 
improved government statistics; (v) enhanced 
efficiency and governance of tax and customs 

administration; (vi) implementation of results-
based budgeting; and (vii) better evaluation, 
execution, and budgeting of public investment 
projects.  
8. Further improvements in institutions and 

political will are needed to resolve sovereign 

financing bottlenecks going forward. (i) In line 

with the 2018 budget experience, the financing 
needs should be reported transparently in all 
budgets; (ii) the medium-term financing needs, 
including the maturing $800 million Eurobond 

payment in 2019, should be addressed early, 
and negotiations on the medium-term financing 
agreement should be carried forward; (iii) the 

authorities' efforts to secure low-cost program 
loans from multilateral institutions should 
continue; and (iv) the approval process for low-
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cost high-quality investment projects by donors 

should be simplified.  

9. The new pension reform is a positive step, 

and will reduce the fiscal deficit by around 0.8 
percent of GDP over the next few years, but 
would fall short of a comprehensive fix to the 

system. The bulk of the fiscal savings (0.7 
percent of GDP annually) results from the 
temporary diversion of social contributions to 

the Solidarity Guarantee Account (SGA), which 
would reduce public pensions spending. These 
flows, however, generate a long-term fiscal 
liability, initially very small, but projected to 
increase over time. The liability remains to be 
accurately quantified, and its size will be 
affected by public policies, such as future 

increases in the retirement age. Moreover, the 

reform only marginally tackles the key problems 
of high inequality of benefits and low coverage 
and replacement rates, which are estimated to 
increase only slightly.  
10. Deeper reforms are needed to further 

strengthen the fiscal and social sustainability 

of the pension system . (i) Increasing the 
retirement age, which is among the lowest in the 
region. A modest increase by 1 year at most in 
2022 is being considered. More ambitious 
increases in the retirement age would improve 
future replacement rates in the pension system 
and limit fiscal contingent liabilities arising from 

the SGA, particularly longevity benefits. (ii) 
Improving benefits coverage for the poor. The 

changes to the law improve coverage only 
among contributors to the system, and would 
not help the most vulnerable segments. Old age 
security could be enhanced via expanding the 

modest non-contributory basic pension. (iii) 
Enhancing cost-efficiency. Pension fund fees are 
still high and should be reduced given the low 
risk profile of their investments (mainly 
government bonds). (iv) Backstopping from the 
budget. The liquidity and solvency of the pension 
system ultimately hinge on the budget. The 

envisioned budget allocation would be 
insufficient to cover pension obligations in most 
years, while the broader fiscal guarantee 
mechanism is yet to be fully clarified. To ensure 

credibility, the pension system accounts should 
be integrated into fiscal decisions, with full 
costing of their implications.  

FINANCIAL SECTOR STABILITY AND 
SUPPORT TO GROWTH  
11. Despite good prudential fundamentals and 

ongoing progress, several long-standing 

reforms need to be accelerated. The authorities 
are making progress in risk-based supervision, 
cross-border supervision, AML/CFT compliance, 

and financial inclusion. However, efforts should 
be intensified in the areas of systemic liquidity, 
banking resolution and crisis management 
procedures, supervision and regulation. (i) 

Systemic liquidity.Adequate funding of lender of 
last resort (LOLR) facilities set up at the Central 

Bank and the creation of a liquidity fund are 
needed. (ii) Crisis management and 
resolution.Progress has been made on the draft 
law, but a prompt agreement between the 

Financial System Superintendency and the 

Central Bank is needed to accelerate the 

adoption of the new law. (iii) Supervision and 
regulation. Staff welcomes the steps taken in 
risk-based supervision. While the communication 
for the assessment of cross-border risks is 
adequate, memorandums of understanding 
specifying contingency plans between home and 

host supervisors should be established to avoid 
or mitigate the effects of a potential financial 
crisis. Staff recommends introducing the liquidity 
coverage ratio and legislation to adopt new 
capital requirements to cover for credit risks in 
line with Basel II/III standards.  

SUPPLY SIDE REFORMS TO IMPROVE 
POTENTIAL GROWTH  
12. To make the most of its demographic 

dividend, El Salvador needs more private 
investment, improved business climate, and 

higher formal job creation. El Salvador's rise in 
the World Bank's 2018 Doing Business ranking 
by 22 notches is encouraging, but there is scope 

for further progress. Areas of improvements 
include, for example, avoiding further increases 
in minimum wages. On the ease of doing 
business, staff recommend accelerating the 
implementation of the Law on Administrative 
Procedures (adopted in 2017), implementing the 
Electronic Signature Law (adopted in 2016), 

expanding the e-Regulations initiative, and 
enhancing the clout of the Regulatory 
Improvement Agency. The adherence to the 

customs union with Honduras and Guatemala 
will help in the facilitation of trade. Enhancing 
capacity and clout of the Competition Authority 

would support efforts to combat anti-competitive 
behavior. To spur public and private investment, 
it would be critical to adopt a coherent and 
integrated medium-term framework for public 
investment, the publication of comprehensive 
financial statements by public enterprises, the 
expansion of the PPP law to additional economic 

sectors, and the simplification of the 
congressional approval process, while controlling 
fiscal risks from the PPPs. To combat crime and 
corruption, implementing 'El Salvador Seguro' 

plan and supplementing it with adequate 
resources and grant funding, and further 
strengthening the personnel and effectiveness of 

the Anti-Corruption Unit within the Prosecutor 
General office and the Ethics Tribunal, and 
enhancing the AML/CFT framework, would be 
important.  
STATISTICS  
13. Staff welcomes the publication of the 

revisions to the National Accounts. The 
improved GDP series will better inform 
policymaking and broader public debate.  
[1] The assessment was based on preliminary 
data provided by the authorities as of February 
9, 2018.  

IMF Communications Department  

 
MEDIA RELATIONS  
PRESS OFFICER: Raphael Anspach  
(C) Copyright 2018 - IMF - International Monetary 
Fund 
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Panama 

Panama readies dollar bond, eyes 

Panda market  

25-Mar-2018  
By Paul Kilby 
MENDOZA, Argentina, March 25 (IFR) - Panama 

is planning a dollar deal as well as its first 
ever Panda bond in 2018, as it looks to cover 
some US$3.5bn in funding needs this year, a 
public credit official told IFR.  

"It is a long process, but we hope that in the 

second half we will be able to do (the Panda) 
bond," said Victor Manuel Rodriguez, the 

country's director of public finances. 
The renminbi-denominated bond, expected to be 
US$300m-$500m-equivalent in size, is part of 
the country's efforts to diversify its funding 
sources.  

"If we can issue at a cost that is the same as the 
Yankee market, it could be a good option," said 
Rodriguez, adding that proceeds would be 
swapped back to dollars. 
The sovereign, rated Baa2/BBB/BBB, is also 
preparing to mandate on a new dollar bond 
that should come in the first half of the year. 

That deal could possibly be done in conjunction 

with a liability management trade to retire more 
existing 2020s, which still have an outstanding 

amount of around US$1.2bn. 
The idea is to reduce that maturity wall before 
the next government takes office following the 
presidential election in 2019, Rodriguez said. 

The sovereign was last in the market in May 
2017, when it came with a US$1.42bn dual-
tranche bond that was also part of a liability 
management operation to retire the 2020s. 
The 4.5% 2047s issued at that time to yield 
4.515% have lately been trading at 4.45%, 
according to Thomson Reuters data. 

The remaining funding gap is expected to be 
filled through both local bond issuance and loans 
from multilaterals. 

 
(Reporting by Paul Kilby 
Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Peru 

Peru's Vizcarra vows to rev up 

infrastructure spending  

27-Mar-2018  

LIMA, March 27 (Reuters) - Peru's new 

president, Martin Vizcarra, promised to rev up 
government spending on infrastructure and 
housing destroyed by severe floods more than 
a year ago, criticizing delays under his 
recently-toppled predecessor. 

In his first trip outside of Lima since taking office 

on Friday, Vizcarra said that in the past year, 

the government has only spent 10 percent of the 

25 billion soles ($7.8 billion) needed for the 
overall reconstruction effort.  
"If we continue like this, we're going to finish 
rebuilding in 10 years," Vizcarra told residents of 
a small town in the coastal desert region of 
Piura, where flooding destroyed scores of 

homes. "We can't wait that long." 
Hundreds of people continue to live in tents in 
Piura and other regions along Peru's northern 
coast since a surprise warming of Pacific waters 
unleashed deadly downpours in early 2017. 
Vizcarra has sought to distance himself from the 

unpopular government of former president, 
Pedro Pablo Kuczynski, a former banker who 
resigned last week in the face of near-certain 

impeachment on graft allegations. 
Vizcarra, Kuczynski's vice president, was sworn 
in on Friday. 
But most Peruvians could not name Vizcarra in 

an Ipsos poll two weeks ago, and the 55-year-
old former governor of a mining region must 
now build support across Peru while repairing 
relations with the opposition-ruled Congress as a 
massive graft scandal continues to roil the 
country. 
On Tuesday, Vizcarra greeted residents in Piura 

who lost their homes to the floods last year and 
promised local officials he would work closely 
with them to ensure their needs were met. 
Vizcarra said laws must be changed to make 

sure it does not take the government between 
six and nine months to award public work 

contracts. 
"We can't create expectations that everything 
will be done in the short-term, but we have to 
set deadlines that are respected," Vizcarra told 
cheering crowds. 
Shares in construction conglomerate Grana y 
Montero, rose more than 9 percent on Tuesday 

amid expectations Vizcarra would oversee a 
revival in construction. 
The center-right government of Kuczynski was 
credited with leading a rapid emergency effort 
when the floods hit but was later criticized for 

not following through with rapid rebuilding. 
Kuczynski has said the opposition party that 

controls Congress did not allow him to govern 
freely and has denied the graft allegations that 
led to his downfall. 
Vizcarra has yet to unveil the "completely new" 
Cabinet that he has promised to form, but said 
would do so by Monday of next week. 

 
(Reporting By Reuters TV and Mitra Taj 
Editing by Marguerita Choy) 
(( mitra.taj@thomsonreuters.com ; +51 (1) 277-
9550; Reuters Messaging: 
mitra.taj.thomsonreuters.com@reuters.net )) 
 
 

Puerto Rico 

Puerto Rico oversight board postpones 
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certification of island's fiscal plans  

24-Mar-2018  

March 23 (Reuters) - Puerto Rico's federally 

appointed Financial Oversight and 
Management Board said on Friday that it 
would postpone certification of the island's 
fiscal plan and that it would announce a new 
certification date soon.  

The board said it would also reschedule the 

plans to transform the island's deficit for its 
power and water authorities, Puerto Rico Electric 
Power Authority and the Puerto Rico Aqueduct 
and Sewers Authority.  
Puerto Rico Governor Ricardo Rossello released 
a revised fiscal plan last month that would use 
$18 billion of additional money from the U.S. 

federal budget to aide the island's deficit. 

 
(Reporting by Nivedita Balu in Bengaluru) 
(( Nivedita.Balu@thomsonreuters.com ; within U.S. +1 
646 223 8780; outside U.S. +91 80 6749 4822; 
Reuters Messaging: 
Nivedita.Balu.thomsonreuters.com@reuters.net )) 
 
 

Uruguay 

Uruguay plans 'imminent' debt sale  

29-Mar-2018  
NEW YORK, March 28 (IFR) - Uruguay is 

planning to tap the global debt markets 
"imminently" and expects to sell bonds in 
foreign currency in 2018 after sticking to the 

local currency market last year, finance 
minister Danilo Astori told Reuters in an 
interview. 

Astori, who is considering running for president 
of the South American country next year, said 
the economy is forecast to expand by 3% this 
year, up from 2.7% in 2017, thanks partly to the 
restart of state-run oil company Ancap's 

refinery, which underwent maintenance in 2017.  
"A significant part of the manufacturing industry 
will have extraordinary growth," Astori said on 
the sidelines of the Inter-American Development 
Bank's annual meeting in Mendoza, Argentina.  

He said the 2017 growth figure, published on 
Thursday by the central bank, was slightly below 

the government's projection for 3%, but was 
higher than its initial forecast of 2.5%.  
For 2018, Astori said recently announced 
incentives for investment and the "reversal" of a 
drought in the beef and soy-exporting country 
would help growth, providing revenue to reduce 
the fiscal deficit to 2.5% of GDP by the end of 

President Tabare Vazquez's term.  
The deficit is 3.5% of GDP. Vazquez's Broad 
Front government, which has increased 
spending on social programmes, will be 
"cautious" with spending when it presents its 
final budget proposal in June, Astori said. 

"In Uruguay, it is not easy because the 
percentage of non-discretionary spending is 

much higher than discretional spending, but we 
are emphasising a prudent approach to 
spending," Astori said. 

To start covering its US$2.7bn bond financing 
needs this year, Astori said Uruguay will tap 

debt markets "in the coming days". He 
declined to give further details. He added that 
the government would swap existing bonds 
for longer-duration debt this year. 

Astori, who has previously run for president and 
was vice president from 2010-2015, said he 
would decide whether to run after this year's 
soccer World Cup in July. He would have to 

resign from his current post to be a candidate in 
the October 2019 vote. 
"It is a job I would like to do," he said. "But 
even though I would like to, and am willing to do 
it, the collective conditions have to exist to make 
it possible." 
 
(This story will appear in the March 31 issue of IFR 
Magazine.) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Venezuela 

Russia says Venezuela has not offered 

to repay debts in cryptocurrency  

27-Mar-2018  
MOSCOW, March 27 (Reuters) - Venezuela has 

not offered to repay part of its debts to Russia 
using the country's cryptocurrency, 
Konstantin Vyshkovsky, head of the finance 
ministry's state debt department, told 

reporters on Tuesday.  
Venezuelan President Nicolas Maduro said last 
month that the newly launched oil-backed petro 
cryptocurrency had raised $735 million in the 
first day of a pre-sale. The new tool is aimed at 
pulling the country out of an economic tailspin.  
Russia and Venezuela last year signed a debt 

restructuring deal allowing Caracas to make 
"minimal" payments to Moscow over the next six 
years. Under the deal, Venezuela will pay Russia 
back a total of $3.15 billion over a 10-year 
period.  

 
(Reporting by Darya Korsunskaya 
Writing by Katya Golubkova 
Editing by Andrew Osborn) 
(( ekaterina.golubkova@thomsonreuters.com ; +7 495 

775 1242; )) 

AFRICA 
 

Egypt 

Egypt's central bank expected to cut 

rates for second time  

27-Mar-2018  
CAIRO, March 27 (Reuters) - Egypt's central 

bank is expected to cut its key interest rates 
for the second time in a row at its meeting on 
Thursday, a Reuters poll showed on Tuesday, 

as inflation dropped to its lowest in more than 
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a year.  

Nine out of 11 economists polled by Reuters said 

the bank on Thursday will cut the deposit and 

lending rates, currently at 17.75 and 18.75 
percent, by 100 basis points.  
The central bank raised key rates by seven 
percentage points after it floated the currency to 
combat soaring inflation. It cut them by one 

point last month. 
Inflation climbed after Egypt floated its currency 
in November 2016, reaching a record high of 
about 35 percent in July following cuts in energy 
subsidies. It has gradually eased since.  
Annual urban consumer price inflation fell to 
14.4 percent in February while core inflation, 

which strips out volatile items like food, fell to 
11.88 percent. 

"The consecutive and steep falls in headline and 
core inflation is assuring, especially with the 
latter declining to 11 percent last month," said 
CI Capital senior economist Hany Farahat.  
"It's close to the central bank's lower bound 

target of 10 percent, which justifies another one 
percent cut in policy rates this month in our 
view," he added.  
Egypt's economic growth has slowed since a 
2011 uprising drove foreign investors and 
tourists away, but economic reforms tied to a 

three-year International Monetary Fund 
agreement signed in 2016 have led to positive 
economic indicators.  
"Last month's rates cut was a positive step, but 

we'd like to see the rates go down further," said 
Mohab Ghali, Hilton vice president operations for 
Egypt and North Africa.  

High interest rates have over the past year hit 
businesses' ability to borrow from banks and 
thus hampered their expansion plans.  
 
(Reporting by Arwa Gaballa, editing by William 
Maclean and Larry King) 
(( arwa.gaballa@thomsonreuters.com ; +20 2 2578 
3290; )) 
 
 

Nigeria 

Nigeria earned 557.9 bln naira ($1.77 

bln) in state revenue in February  

28-Mar-2018  

ABUJA, March 28 (Reuters) - Nigeria earned 

557.9 billion naira ($1.77 billion) in gross 
revenues in February, up from 538.9 billion 
naira ($1.71 billion) the previous month, due 
to higher crude exports and prices, 
Accountant General Ahmed Idris said on 
Wednesday. 

The OPEC member is recovering from its worst 
recession in 25 years after the economy's main 

driver, oil, saw a three-year plunge before prices 

began to recover in the past year or so. 
Nigeria is Africa's largest oil producer and crude 
sales account for two-thirds of government 
revenue. The funds are shared among the 
country's 36 states. 

The country shared revenues generated in 

February from crude and other sources including 

taxes totalling 647.4 billion naira to its three 

arms of government, Idris said. 
On Tuesday, the finance minister called an 
emergency meeting for next week with the head 
of state-owned Nigerian National Petroleum 
Corporation over revenue payments. 
The government has borrowed from domestic 

and international markets to plug budget gaps 
and fund infrastructure. It issued a $2.5 
billion eurobond last month and plans further 
borrowing as soon as its delayed 2018 budget 
is approved by parliament. 
 
($1 = 314.50 naira) 
(Reporting by Camillus Eboh 
Writing by Chijioke Ohuocha 
Editing by Matthew Mpoke Bigg) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

South Africa 

Moody's keeps South Africa rating at 

investment grade, revises outlook  

24-Mar-2018  
•Moody's says outlook reflects careful balance 
of risks 
•Losing investment rating would have 
triggered bonds selloff 
•Policy changes need to be sustained -
Moody's 
•Treasury welcomes ratings reprieve 

By Mfuneko Toyana 
JOHANNESBURG, March 23 (Reuters) - Ratings 

agency Moody's on Friday affirmed South 

Africa's investment-grade credit rating and 
revised its credit outlook to stable from 
negative, saying the previous weakening of 
national institutions was gradually reversing 
which supported an economic recovery. 

In a swift response, the South African Treasury 
welcomed the decision, but acknowledged the 
warning by Moody's that promises to improve 
political and policy uncertainty were seen as 

essential in holding on to the country's rating. 
Moody's rates Pretoria's debt at 'Baa3', the 
lowest rung of investment grade. 
The credit ratings agency said the recovery of 
institutions in Africa's most industrialised 
economy would - if sustained - kick-start the 
economy as well as provide a stabilization of 

fiscal strength. 
"The confirmation of South Africa's ratings 
reflects Moody's view that the previous 
weakening of South Africa's institutions will 
gradually reverse under a more transparent and 
predictable policy framework," Moody's said in a 

statement. 

The decision was largely expected as all but two 
of 18 economists surveyed by Reuters this week 
forecast that South Africa would avoid a credit 
rating downgrade. 
Ahead of the decision, the rand currency and 
local bonds traded firmly on Friday, outpacing 
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emerging market peers on anticipation of the 

reprieve by Moody's. 
The Treasury said in a statement that the 
reprieve from Moody’s showed that steady 
progress in meeting the objectives set out in 
new President Cyril Ramaphosa's "State of 
the Nation" address in February was key for 
the country’s economic and fiscal prospects to 
be sustained. 

"To improve South Africa’s investment and 
economic prospects, the government continues 

to work diligently on practical steps to provide 
the necessary policy certainty," the treasury 
said. 
South Africa's economic growth has shown signs 
of recovery, expanding by a surprise 3.1 percent 
in the fourth quarter, the highest rate since the 

second quarter of 2016. 
OUTLOOK STABLE 
A downgrade to a "junk" rating by Moody's 
would have seen South Africa removed from 
Citi's influential World Government Bond Index 
(WGBI), and could trigger up to 100 billion rand 
($9 billion) in asset sales by foreign investors. 

South African debt has already been dropped 
from one the widely used global bond indexes, 
the JPMorgan Emerging Market Bond Index 
Global. 
"The changing of the outlook to 'stable' is 
important news. It suggests South Africa’s 
investment-grade rating is secure, for at least 
one rating agency," said Razia Khan, chief 

Africa economist at Standard Chartered. 

"This considerably lessens the likelihood of 
World Government Bond Index exclusion. It 
lessens the risk that South Africa will be subject 
to significant outflows. It is positive for the 
currency," Khan said. 
S&P Global Ratings downgraded South African 
local currency debt to 'BB+', or junk territory, in 

November, citing a deterioration in the country's 
economic outlook and public finances. 
In April, Fitch downgraded the rating to sub-
investment grade after Zuma abruptly fired 
Pravin Gordhan as finance minister, saying it 
would likely result in a change in economic 

policy direction. It kept both local and foreign 

currency credit ratings unchanged at BB+ in 
November, with a stable outlook. 
The country has, however, seen a return of 
sorely needed investor confidence since 
Ramaphosa replaced scandal-plagued Jacob 
Zuma, who resigned in mid February on the 

orders of the ruling African National Congress 
party. 
Ramaphosa has wasted little time in working to 
pull South Africa back from the brink. 
He reshuffled his cabinet in February, sacking 
and demoting several Zuma allies and restored 
Nhlanhla Nene as finance minister - two years 

after Nene's sacking from the same role by 
Zuma.  

Ramaphosa this week also suspended Zuma ally 
Tom Moyane as head of the revenue service.  
The Treasury also took the politically risky 
decision in its 2018 budget to raise value added 

tax for the first time in 25 years was cheered by 

investors and ratings firms. 
"The stable outlook reflects a careful balance 
of risks. The new administration faces equally 
significant opportunities and challenges," 
Moody's said. 

 
($1 = 11.7353 S.African rand) 
(Editing by James Macharia and G Crosse) 
(( mfuneko.toyana@thomsonreuters.com ; +27-11-
775-3153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

S&P says South African rating not yet 

near an upgrade  

27-Mar-2018  
JOHANNESBURG, March 27 (Reuters) - S&P 

Global Ratings said on Tuesday it now 
forecasts higher economic growth for South 
Africa but the country needed a much 

stronger per capita growth for its credit rating 
to be upgraded. 

"We are now probably in a good situation that 
supports our stable outlook, but we are not yet 
anywhere near going upwards as far as the 
rating is concerned," said S&P Global sovereign 
analyst Gardner Rusike. 
S&P downgraded South African debt to "junk" 

last year citing a deterioration in the economic 
outlook and public finances.  
 
(Reporting by Olivia Kumwenda-Mtambo and 
Alexander Winning 
Editing by James Macharia) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
 
 

African sovereign issues RFP for 

Eurobond  

29-Mar-2018  
LONDON, March 29 (IFR) - South Africa has 

sent a request for proposals to banks for a 
Eurobond issuance, according to the country's 

National Treasury. 

The Treasury said it could not elaborate on the 

details of the process as it is still at an early 
stage. 
South Africa plans to use optimism around the 
political changes in the country to tap 
international bond markets for up to US$3bn, 
one of the country's top Treasury officials said 

earlier in March. 
Moody's changed its outlook on South Africa 
to stable from negative on March 23, based on 
its view that a previous weakening of South 
Africa's institutions will gradually reverse 
under a more transparent and predictable 
policy framework. It maintains a Baa3 rating. 
S&P, which rates South Africa at BB, also 
revised its GDP forecasts for the country 
upwards, and urged the country to continue 

with reforms. Fitch rates South Africa BB+. 

Tshepiso Moahloli, the chief director of liability 
management at the Treasury, told reporters it 
could potentially issue in currencies other than 
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dollars and print in chunks if necessary rather 

than selling US$3bn all at once. 
The sovereign raised US$2.5bn last year in its 
first transaction since being downgraded to 
junk status by S&P and Fitch. 

Meanwhile, Moody's has downgraded state-
owned utility Eskom's long-term corporate 
family rating to B2 from B1. 
"The rating action reflects the fact that, despite 

a number of improvements at the company in 
relation to its corporate governance and 
liquidity, there is limited visibility at this juncture 
as to Eskom's plans for placing its longer term 
business and financial position on a sustainable 
footing," said the agency about its decision. 
"Additionally, the rating factors the lack of any 

tangible financial support for the company in the 

February State Budget, and the liquidity and 
funding challenges Eskom may continue to 
face." 
Eskom said that while the downgrade was 
disappointing, it drew attention to Moody's 

acknowledgement of the positive strides the new 
board and new interim group chief executive 
have made in the two-month period that they 
have led the organisation. 
A trader said that the action did not have a large 
effect on the company's bonds, although the 
paper did widen by 5bp in response. 

 
(This story will appear in the March 31 issue of IFR 
Magazine) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 

EMERGING MARKET 

 

Emerging market debt trading fell 5 pct 

in 2017  

26-Mar-2018  

NEW YORK, March 26 (Reuters) - Turnover in 

emerging market debt fell more than 5 
percent in 2017 compared with the previous 
year, a survey released on Monday showed. 

Emerging market debt trading reached $4.901 

trillion last year, down 5.1 percent from the 
$5.167 trillion reported in 2016, according to a 
report by EMTA, the trade association for the 

emerging markets debt trading and investment 
industry. 
"We think that lower uncertainty and lower 
volatility in global markets contributed to 
slightly lower asset turnover in 2017," said 
Jane Brauer, director and EM sovereign 
strategist at Bank of America Merrill Lynch, in 
a statement from EMTA. 

"Given the volatility and performance we have 

seen already in 2018, we expect an uptick in 
trading volume in the coming year," she said.  
Mexican instruments were the most frequently 

traded overall with US$699 billion in turnover, a 
20.2 percent decline from the $876 billion 
reported in 2016. They were followed by Brazil, 
at $651 billion, and China, at $400 billion. 

Local market instruments turned over $2.747 
trillion, a 14.4 percent decrease from the $3.209 

trillion in 2016. 

Mexican debt instruments were the most 

frequently traded last year in local markets at 
$500 billion, EMTA said. Brazil, India, South 
Africa and China were also highly traded locally.  
The survey includes debt instruments from over 
90 emerging market countries as reported by 45 
banks, asset managers and hedge funds, EMTA 

said. 
 
(Reporting by Rodrigo Campos; Editing by Dan 
Grebler) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 
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