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ASIA 
 

China 
 

China finance minister says will control 

local govt debt risks  

28-Aug-2018  
BEIJING, Aug 28 (Reuters) - China will 

strengthen its management of local 
government debt and control debt risks, the 
finance minister said on Tuesday, according to 
Xinhua News Agency. 

China will curb the rise in hidden debt and 
appropriately resolve outstanding hidden 
debt, Xinhua quoted the minister as saying. 
China also plans to improve the management of 
local construction projects by limiting projects 
that will have difficulty in repaying loans, the 
minister said. 
The country will continue to push forward 

outstanding government debt swaps to ease 
repayment pressure on local government, the 
minister said, according to Xinhua. 

 
(Reporting by Beijing Monitoring Desk; Editing by Sai 
Sachin Ravikumar) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
(c) Copyright Thomson Reuters 2018. 

 
 

The Central People's Government of 

the People's Republic of China - New 

steps set to halt debt surge  

29-Aug-2018  
Chinese policymakers need to find new 
financing methods to lift infrastructure 
investment to an 'ideal' growth rate of higher 

than 6 percent this year, but without a surge 
in local government debt, according to 
economists.  

A possible option is that the central bank could 
continually inject liquidity to policy and 
commercial banks, through targeted monetary 
easing, and encourage their purchase of 
treasury bonds issued by the central 

government, said some policy advisors.  
The central government could establish some 
new national equity funds to inject capital into 

infrastructure projects. As State-owned 
institutions would become shareholders, instead 
of creditors, the local governments' debt level 
could be controlled, said Ming Ming, chief fixed-

income analyst at CITIC Securities.  
It is also possible that the central bank could 
directly purchase treasury bonds, as an 
efficient way to ensure an adequate base 
money and liquidity, said an expert close to 
the central bank, who declined to be named. 
But the monetary authority should evaluate 
cautiously 'when will be the best time', she 

mailto:Publicdebtnet.dt@tesoro.it
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added.  

Infrastructure investment, which usually 

accounts for about 20 percent of the nation's 
total fixed-asset investment (including 
manufacturing and property investment), is seen 
as an instant and direct driving force to prevent 
sharp economic cooling. The investment is 
usually led by local governments, through 

expanding debt.  
But this time, 'a credit-fuelled infrastructure-
driven stimulus is unlikely as the authorities are 
still committed to containing financial risks,' said 
Becky Han, associate director of the corporates 
department at Fitch Ratings.  

'This should avoid further significant increases in 
leverage and pressure on credit profiles at local 
government financing vehicles and State-owned 

enterprises', said Han.  
Ming from CITIC Securities said increasing the 
central government's treasury bonds issuance or 
expanding the central bank's assets was the 

most likely way to ease debt risks.  
 
(C) Copyright 2018 - The Central People's Government 
of the People's Republic of China 
 
 

Fitch Ratings: China's Policy Easing to 

Stop Short of Credit Stimulus  

30-Aug-2018  
Fitch Ratings-Hong Kong/Singapore-August 29: 
China's recent measures to support the 
economy mark a shift in the policy stance 
towards easing and away from the previous 
singular focus on addressing financial risks, 

says Fitch Ratings. Easing is likely to stop short 

of the type of credit stimulus that could add 
significantly to economic imbalances, but this 
remains a risk that could have negative 
implications for the sovereign rating. 
A series of loosening measures have been 
announced over recent months in response to 
signs that previous tightening has had an overly 

blunt effect on the economy, exacerbated by 
risks from trade tensions with the US. Easing 
measures have included reserve-requirement 

ratio cuts, liquidity injections, dilution of some 
recent macro-prudential tightening measures, 
and circulars that call for more accommodative 
fiscal policy and other forms of support to the 

real economy. 
The authorities appear eager to avoid another 
large-scale stimulus, reflecting the sheer 
scale of the economy's indebtedness, the 
prominence of the deleveraging drive and the 
designation of financial de-risking as one of 

three "critical policy battles". Moreover, our 
baseline scenario is that an aggressive policy 

response is unlikely to be necessary to meet the 
authorities' stated growth objectives, with 
growth forecast to slow only gradually - to 6.6% 

in 2018 and 6.3% in 2019 from 6.9% in 2017. 
However, the continuing importance of medium-
term growth targets suggests that a significant 
loosening of policy cannot be ruled out in the 

event of a macroeconomic shock or a slowdown 

that is sharper than we expect. Rising trade 

tensions raise the likelihood of such a policy 

response. We do not see the US tariffs already 
imposed on USD50 billion of Chinese goods as 
large enough to revise our China growth 
forecasts, but the imposition of a further round 
of US tariffs on USD200 billion in goods, as 
threatened by the US administration, could have 

a material effect. 
The deleveraging campaign had succeeded in 
essentially stabilising macro-leverage ratios, 
with a particularly strong impact on riskier, 
less transparent lending within the shadow-

banking sector. Downward pressure on the 
rating could emerge over time if we were to 
assess that a reversal of policy settings could 

result in a further build-up of the economy's 

vulnerabilities. Policy easing is only at a nascent 
stage, and we last affirmed China's 'A+'/Stable 
sovereign rating in March 2018. The policy 
stance is among the key sensitivities that we will 
continue to monitor. 
For details, see Fitch's report on "China's Policy 

Stance Has Shifted" in which we answer six 
pressing questions on China's economy, 
covering the policy stance, the growth 
slowdown, trade tensions, and pressure on the 
yuan.  
 
Media Relations: Leslie Tan, Singapore, Tel: +65 6796 

7234 , Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935 , Email: 
wailun.wan@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
Additional information is available on 
www.fitchratings.com 
 
 

India 

Moody's Says Oil Prices, Interest Rates 

Raise Pressure On India's Fiscal And 

Current Account   

29-Aug-2018  
Aug 29 (Reuters) - Moody's:  
Oil prices and interest rates raise pressure on 
India's fiscal and current account. 
India's low dependence on foreign-currency 
debt, long average debt maturity will contain 
impact of rising rates and currency 
depreciation. 

Oil prices at current levels will raise expenditures 
and add to existing pressures on the fiscal 
position in India. 
Continues to assess India's external vulnerability 

risk as low. 
With current account, higher oil prices will 

contribute to wider deficit, but gap will remain 
significantly narrower than 5 years ago in India. 
Indian government may cut back on capex to 
limit fiscal slippage, it may not fully offset 

revenue losses, higher spending on energy 
subsidies and price support for crops. 

mailto:Publicdebtnet.dt@tesoro.it
http://www.fitchratings.com/


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  4 

Regulatory restrictions on foreign-currency 

borrowings in India limit exchange rate risks for 

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

India Bonds Seen Lower Before Fresh 

Supply; Oil, Rupee To Weigh   

31-Aug-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Aug 31) -- Indian government bonds 

will likely edge lower ahead of a fresh supply 

of notes via auction today, while rising crude 
oil prices and expectation of further 
depreciation in the rupee will further weigh 
on investor sentiment.  

Yield on the benchmark 7.17% bond maturing in 
2028 may trade in a 7.90%-7.96% band today, 
a dealer with a private bank said. The note 
ended at two-month low of 95.03 rupees 

yesterday, yielding 7.93%.  
“With fundamentals strongly hinting towards 
negativity, auction will further test market’s 
appetite,” the trader said. “Also, with rupee 
expected to touch 71-per-dollar levels, things 
are not looking very good for bonds in the near 
term and 8% may be on the cards for the 

benchmark yield.”  
India will raise 120 billion rupees by selling 
five bonds that includes 30 billion rupees of 
floating rate bonds and 50 billion rupees of 
notes maturing in more than 15 years.  

Crude oil prices continued their upward trend, 
and marked its ninth rise in eleven sessions 
yesterday as fresh concerns of U.S.-China trade 

tensions came to the forefront. President Donald 
Trump is planning to impose additional tariffs on 
$200 billion of Chinese imports as soon as next 
week, according to media reports.  
Oil prices have also been rising amid supply 
concerns from Venezuela and Iran, as sanctions 
against the Islamic country’s oil exports starts in 

November. The benchmark Brent crude oil 

contract hit $78.03 per barrel yesterday, highest 
since Jul. 11, before closing at $77.77. The 
contract is set to post its biggest monthly rise in 
four months.  
Meanwhile, the rupee is expected to fall further 
against the dollar in wake of renewed pressure 

on emerging market currencies such as the 
Argentinean peso and Turkish lira. The currency 
had ended at record closing low of 70.74 
yesterday after hitting a lifetime low of 70.86. It 
has fallen 10.8% against the dollar in 2018, 
making it the worst performing Asian currency.  
A depreciating currency and higher oil prices 
have raised concerns over foreign outflows 
from Indian debt market and boosted the 
possibility of inflation rising in the months 
ahead, possibly leading to further monetary 

tightening. India imports 80% of its crude oil 
needs. 
India's rate-setting Monetary Policy Committee 
had raised the key interest rate by 25 basis 

points to 6.50% earlier this month, following a 

similar hike in June, as it sought to bring 

inflation down to its target amid risks from rising 
crude oil prices and volatile global financial 
markets. 
India sought an upgrade in sovereign ratings 
citing macroeconomic stability when senior 
finance ministry officials met representatives 

of S&P yesterday. Finance ministry officials told 

S&P that debt-to-GDP ratio should not be 
immediately taken into consideration for rating, 
an official who attended the meeting, told 
reporters in New Delhi.  
S&P has kept its lowest investment grade rating 
on India at BBB- for over 11 years, with a 
‘stable’ outlook. 

KEY FACTORS: 

*10-year U.S. Treasury yield at 2.85%, against 
2.86% at previous close 
*Benchmark Brent crude oil contract last trading 
little changed at $77.72, after rising 0.8% in the 
previous session 

*Foreign investors sold net $175.57 million of 
India debt on Aug.30. Month-to-date, overseas 
investors have bought $677.63 million worth of 
debt. 
*RBI to release weekly foreign exchange data 
*Government to release July Infrastructure 
output data, April-June GDP data 

*Government likely to release April-July fiscal 
deficit data 
*RBI to conduct 14-day term repo auction worth 

230 billion rupees 
*RBI to conduct 120-billion- rupee weekly bond 
auction 
*RBI to conduct 7-day reverse repo auction 

worth 400 billion rupees  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Debasis Basak 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Fall As Rupee Slumps To 

Record Low Of 71 To Dollar   

31-Aug-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Aug 31) -- Indian government bonds 

fell in early trade as the local currency 

depreciated to record low of 71 to dollar and 
as crude oil prices continued to gain ahead of 
a weekly supply of notes today. 

The benchmark 7.17% bond maturing in 2028 
changed hands at 94.91 rupees, yielding 7.95%, 
at 10:00 a.m. in Mumbai against 95.03 rupees, 
and a 7.93% yield, yesterday. The note hit 
94.90 rupees, lowest since Jun. 28, while the 

7.95% yield was the highest since Jun. 14. The 
federal government will raise 120 billion rupees 
by selling five bonds today. 
The Indian rupee slumped amid renewed trade 
worries and Argentinean peso-led slide in 
emerging market currencies. The Indian 

mailto:Publicdebtnet.dt@tesoro.it
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currency, which had settled at 70.74 yesterday, 

has fallen by over 11% in 2018, making it the 

worst performing Asian currency. It was last at 
70.97 to dollar. 
“India's 10-year yield is headed towards 8%,” a 
trader with a state-run bank said. “Still, state 
banks are buying at 7.95% yield for now.” 
Foreign investors have sold over $5 billion of 

Indian government and corporate debt in 
2018 against purchase of $26.26 billion in 

2017. Investor sentiment has been spooked by 
ensuing trade dispute between U.S. and China 
that raises risks of economic slowdown in 
emerging markets. 
A depreciating rupee and higher oil prices have 
raised concerns that India's inflation may rise in 

the months ahead, possibly leading to further 

monetary tightening. 
India's rate-setting Monetary Policy Committee 
had raised the key interest rate by 25 basis 
points to 6.50% earlier this month, following a 
similar hike in June, as it sought to bring 

inflation down to its target amid risk from rising 
crude oil prices and volatile global financial 
markets. It meets in early October for the next 
policy decision. 
Crude oil prices marked ninth rise in eleven 
sessions yesterday. U.S. President Donald 
Trump is planning to impose additional tariffs on 

$200 billion of Chinese imports as soon as next 
week, according to media reports. 
The benchmark Brent crude oil contract hit 

$78.03 per barrel yesterday, highest since Jul. 
11 and was last trading at $77.69. India imports 
80% of its crude oil needs. 
India has sought an upgrade in sovereign ratings 

citing macroeconomic stability when senior 
finance ministry officials met representatives of 
S&P yesterday. Finance ministry officials told 
S&P that debt-to-GDP ratio should not be 
immediately taken into consideration for rating, 
an official who attended the meeting, told 

reporters in New Delhi. 
S&P has kept its lowest investment grade 
rating on India at BBB- for over 11 years, with 
a ‘stable’ outlook. 

India will release April-June gross domestic 

product growth data post market today. It will 
also detail the fiscal deficit data for April-July. 
 
- 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 
 
 

Indonesia 

Indonesia rupiah nears 1998 crisis 

levels, central bank intervenes in FX, 

bonds markets   

31-Aug-2018  
•Rupiah falls to 14,730/dollar, near 1998 
level 

•Yield of 10-yr bond at highest since Dec 
2016 

•Exporters unwilling to sell dollars - analyst 

By Gayatri Suroyo and Maikel Jefriando 
JAKARTA, Aug 31 (Reuters) - Indonesia's 

central bank stepped up currency and bond 
intervention on Friday to defend the rupiah, 
as contagion from an emerging market sell-off 
pushed the currency close to levels not seen 
since the Asian financial crisis. 

The rupiah slipped 0.3 percent to 14,730 per 

dollar on Friday, matching its weakest since 
September 2015. If it weakens further, it would 
be at levels last seen in 1998. 
Nonetheless, some analysts say Southeast Asia's 
biggest economy is in better shape to withstand 
what has been a gradual currency depreciation 
compared with the 1997-1998 crisis, when the 

rupiah plummeted from around 2,000 to an all-
time low of 16,800. 
"Bank Indonesia's (BI) commitment to maintain 
economic stability, especially the rupiah, is very 
firm. Therefore, we have stepped up the 
intensity of our intervention," Governor Perry 
Warjiyo told reporters. 
The rupiah has lost nearly 8 percent this year, 
caught up in an emerging market sell-off, 
which accelerated this week after a plunge in 
Argentina's peso followed Turkish lira 
volatility. 

Warjiyo said BI will continue to monitor market 
developments in Argentina and Turkey, though 

he stressed that Indonesia's economy was 

"strong" with sound indicators. 
Indonesia's benchmark 10-year bond yield hit 
8.094 percent on Friday, the highest since 
December 2016, and against a previous closing 
of 7.967 percent. 
Nanang Hendarsah, BI's head of monetary 
management, said the central bank was 

"decisively" intervening to support the rupiah 
and halt a fall in bond prices, citing the purchase 
on Friday of 3 trillion rupiah ($203.74 million) of 
bonds sold by foreign investors. 
Bond outflows had pressured the rupiah and 
so far this year BI had bought around 80 
trillion rupiah of government bonds to control 
rising yields, Hendarsah said. 

Indonesia's main stock index, which has seen 
nearly 50 trillion rupiah ($3.40 billion) of net 
foreign outflows this year, was down 0.7 percent 
at 0830 GMT, after shedding 1.3 percent earlier 
on Friday. 
Asian markets were also under renewed 
pressure on Friday after a report that U.S. 

President Donald Trump was preparing to step 
up a trade war with Beijing. 
BI has raised interest rates four times since 
May by a total of 125 basis points, trying to 
get investors to buy Indonesian assets again. 
The next policy meeting is on Sept. 26-27. 

Satria Sambijantoro, an economist at Bahana 

Securities, said BI remained the sole supplier of 

dollars in the onshore foreign exchange market 
as exporters held onto theirs and importers 
appear to be buying more than they need. 
The government has unveiled plans to tackle 

mailto:Publicdebtnet.dt@tesoro.it
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surging imports, which add to a shortage in 

onshore dollar supply and widening the current 

account deficit. 
The plans include higher import tariffs for some 
consumer goods and enforcing wider use of 
biodiesel from next month to cut oil imports. 
Despite the currency weakness, Indonesia's 
annual inflation rate is seen only picking up 

slightly in August. 
For the second quarter, Indonesia reported 
annual economic growth of 5.3 percent, the 
fastest in 4-1/2 years.  
 
($1 = 14,725 rupiah) 
(Additional reporting by Cindy Silviana, Tabita Diela 
and Fransiska Nangoy; Editing by Ed Davies and 
Richard Borsuk) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Philippines 

Philippine GDP growth not seriously 

impacted by rate hikes  

28-Aug-2018  
•Philippines sticks with 2018 growth goal of 
7-8 pct 
•Central bank repeats is ready to take action 
to meet inflation targets 
•Peso remains 'flexible, market determined' – 
central bank governor 

MANILA, Aug 28 (Reuters) - Recent Philippine 

interest rate hikes will not have a serious 
impact on the economy, the finance minister 
said on Tuesday, allowing the government to 
keep its 2018 growth target of 7-8 percent for 
now. 

The current policy rates are "totally 
appropriate", Finance Secretary Carlos 
Dominguez told a journalists' forum, adding that 
they are "data driven".  

While the rate hikes have "some effect on the 
growth rate, we don't think it's going to be that 

serious because the economy is growing at quite 
a fast rate." 
The central bank has raised its benchmark 
rate three times since May, by a total of 100 
basis points, to tame inflation that hit a more 
than five-year high in July. 

The Philippine economy remains one of the 
fastest growing in Asia. But with annual growth 
slowing to a three-year low of 6.0 percent in the 
second quarter, the challenges are tougher for a 
government that's funding a multi-billion dollar 
infrastructure overhaul and a central bank 
grappling with high inflation. 

Central bank governor Nestor Espenilla, at the 
same forum, reiterated that while he expects 

inflation to peak in the third quarter, he does not 
see the rate hitting 6 percent. 
Annual inflation reached 5.7 percent in July as 
costlier fuel filtered into the prices of consumer 
goods.  

Espenilla said the inflation rate should return 

towards the central bank's 2-4 percent target in 

2019. 

"While the recent inflation outturns are 
underpinned by factors outside monetary 
policy... the BSP (central bank) reiterates its 
strong commitment to take necessary policy 
actions to safeguard inflation targets," he said. 
Espenilla said the peso, which continues to 

wallow near 12-year lows against the U.S. 
dollar, remains "flexible and market 
determined."  
"Nevertheless we are cognizant that the peso 
could be subject to excessive volatility especially 
in light of global interest rate development. We 

have to take this into account," the governor 
said. 
The peso has weakened more than 6 percent 

against the dollar this year. 
 
(Reporting by Neil Jerome Morales and Karen Lema; 
Writing by Manolo Serapio Jr.; Editing by Richard 
Borsuk) 
(( manolo.serapio@tr.com ; +632 841 8972; Reuters 
Messaging: 
manolo.serapio.thomsonreuters.com@reuters.net 
Twitter: https://twitter.com/MannySerapio) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Qatar 

Qatari issuers raise $19.97bn, lead GCC 

bonds and sukuk market in H1   

28-Aug-2018  
Qatari issuers led the GCC aggregate bonds 
and sukuk market in the first half of this year, 
raising a total of $19.97bn, according to 
Kuwait Financial Centre. 

Qatari bonds and sukuk in H1 were through 47 
issuances and represented nearly 32% of the 
total value raised in the Gulf Co-operation 

Council region, according to a recent report by 
Kuwait Financial Centre (Markaz). 
The report stated that the aggregate primary 
issuance of bonds and sukuk by GCC entities, 
including central banks local issuances, GCC 
sovereign and corporate issuances, totalled 
$95.25bn in H1, 2018, which represents a 
9.64% increase on H1, 2017. 

The GCC bonds and sukuk market is composed 

of bonds and sukuk issued by GCC sovereign, 
corporate entities and financial institutions, for 
financing purposes in local and foreign 
currencies. A total of $62.57bn was raised in the 
GCC bonds market in H1 2018, a growth of 
33.27% from $46.95bn raised in H1, 2017. 
Sovereign issues continued to dominate the 

GCC bonds and sukuk market in H1, 2018 
contributing 60.2% to the overall market with 
a total value of $37.68bn as compared to 
$24bn in H1, 2017. 

Total value raised by corporate entities in the 
first half of this year increased by 8.45%, to 
$24.89bn in H1 from $22.95bn in the same 
period last year. 
Qatar raised $12bn and Kuwait was the only 

GCC sovereign entity not tapping the 
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international bond markets in H1, 2018. 

Conventional issuances raised $50.17bn, or 

80.19%, of the total amount raised in GCC 
bonds and sukuk market during H1, 2018. 
Sukuk raised $12.39bn, 30.84% lower compared 
to $17.93bn raised in H1, 2017 and represented 
a share of 19.81% of the market in H1 2018. 
The government sector accounted for the 

largest amount raised during H1, 2018, with 
$37.68bn, representing 60.2% of the total 
amount raised as compared to $24.89bn 
issued in H1, 2017, Markaz said. 

The financial sector followed with $18.29bn 
representing 29.26% of total market raised 
through 140 issues. 
Issuances with tenures of less than five years 
raised the highest amount, $25.7bn, through 

132 issuances, representing 41.1% of the total 
amount raised. 
Maturities of 11-30 years raised $18.65bn, 
representing 29.8% of the market, Markaz said. 
GCC bonds and sukuk issuances during H1, 2018 
had issue sizes ranging from $1mn to $6bn. 

Issuances with principle amounts greater than or 
equal to $1bn raised the largest amount of 
$41.83bn, representing 66.85% of the total 
value. 
Dollar-denominated issuances led the GCC 
bonds and sukuk market, raising $52.58bn 
(84.19% of the total amount raised) through 

113 issuances, Markaz noted. 
As of June 30, the total amount outstanding of 

corporate and sovereign bonds and sukuk issued 
by GCC entities was $463.29bn. Government 
issuances made up the majority of the total 
amount outstanding with $236.02bn, or 50.9% 
of the total amount. The financial sector led the 

corporate sector with a total amount outstanding 
of $104.37bn, or 22.5 % of the total amount, 
Markaz said. 
 
© 2018 Global Data Point. All Rights Reserved. 
Provided by SyndiGate Media Inc.  
Copyright (c) 2018 SyndiGate. All Rights Reserved. 
 
 

South Korea 

South Korea proposes record budget 

lifeline for jobs, welfare in 2019  

28-Aug-2018  
By Cynthia Kim 
SEOUL, Aug 28 (Reuters) - South Korea 

proposed on Tuesday the sharpest expansion 
in fiscal spending in a decade for 2019 as 
policymakers focus on creating jobs and 
boosting welfare in the face of a deteriorating 
job market.  

Total spending will increase 9.7 percent to 470.5 

trillion won ($420.27 billion), the biggest jump 

since a 10.6 percent increase in 2009, the 
Ministry of Economy and Finance said in its 
budget proposal for 2019.  
Spending on welfare, health and jobs will 
account for the biggest slice of the pie at 162.2 
trillion won, up 12.1 percent from this year.  

Some 23.5 trillion won of that will be used solely 

for job creation, a 22 percent increase from 

2018.  
"Thanks to higher revenue from robust tax 
collection, we're expanding the size of fiscal 
expenditure to add jobs, and to boost the 
dynamism of the economy," finance minister 
Kim Dong-yeon said at an embargoed news 
briefing.  

The left-leaning government of President Moon 

Jae-in is banking on record fiscal expenditure to 
boost jobs. Many companies have slowed down 
their hiring following a series of pro-labour 
policies was introduced by Moon, including sharp 
increases in minimum wages. 
In a major setback for self-styled "Jobs 
President" Moon, South Korea's July jobs report 

showed Asia's fourth-largest economy added a 
mere 5,000 jobs from a year earlier, the 
smallest annual gain since January 2010 when 
the economy was still reeling from the global 
financial crisis. 
The economy grew 0.7 percent in the second 
quarter, slowing from 1 percent growth a 

quarter earlier on weaker exports and capital 
investment. 
FISCAL BALANCE 
South Korea is expected to have a fiscal deficit 
of 1.8 percent of annual gross domestic product 
(GDP) next year, rising slightly from 1.7 percent 

expected for this year, a government statement 
said.  
Sovereign debt will reach 39.4 percent of GDP 
next year, compared with 38.6 percent set for 
this year.  

By 2022, the government sees its debt-to-GDP 
ratio increasing to 41.6 percent as demand for 
welfare spending will only rise with shrinking 

workforce and aging population.  
"Even with expanded fiscal spending, its 
impact on the fiscal balance and sovereign 
debt won't be big as we have a healthy 
stream of tax revenue," finance minister Kim 
said.  

Separately, finance ministry officials told Reuters 
the government would sell up to a net 40.7 
trillion won worth of treasury bonds next year 

compared to 36.7 trillion won set for this year. 
The limit for net increase in won-denominated 
bonds for foreign exchange stabilisation funds 
will be 12 trillion won in 2019, unchanged from 
this year. 
 
($1 = 1,119.5200 won) 
(Reporting by Cynthia Kim, Shin-hyung Lee Editing by 

Eric Meijer) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5655; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Thailand 

Thailand again delays launch of 

infrastructure fund, until October  

29-Aug-2018  
BANGKOK, Aug 29 (Reuters) - A multi-billion 

dollar infrastructure fund planned by the Thai 
government, first announced in 2015, will be 
launched in October, delayed again from 
September, a senior finance ministry official 
said on Wednesday.  

The government aims to use the "Thailand 
Future Fund", intended to eventually reach 100 

billion baht ($3.06 billion), to finance 
investments to boost economic growth. Its 

rollout has been repeatedly delayed. 
On Wednesday, the ministry filed an application 
for a fund offering with the Securities and 
Exchange Commission, Prapas Kong-Ied, 

director-general of the State Enterprise Policy 
Office, told reporters. 
The ministry aims to meet potential investors 
next month and sell shares in October. 
The fund will initially sell units worth 45 billion 
baht to the public, with an expected interest rate 
of 3-4 percent, Prapas said, adding the fund 

units will be listed on the Thai bourse. 
 
($1 = 32.71 baht) 
(Reporting by Kitiphong Thaichareon; Writing by 
Orathai Sriring; Editing by Richard Borsuk) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Albania 

Albania to sell 9.2 bln leks (72.7 mln 

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

28-Aug-2018  
TIRANA (Albania), August 28 (SeeNews) – 
Albania's finance ministry will offer 9.2 billion 
leks ($84.5 million/72.7 million euro) of one-
year Treasury bills at an auction on 
September 3, according to its issuance 
calendar. 

The finance ministry raised 8 billion leks at the 
last auction of one-year government securities 
held on August 20, below its 8.7 billion leks 
target. 
The average weighted yield fell to 1.65% from 
1.705% at the previous auction of one-year 
Treasury bills held on August 8. 

 
(1 euro = 125.095 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 

 

Bulgaria 

Bulgaria's gross foreign debt falls 

2.7% y/y at end-June  

28-Aug-2018  
SOFIA (Bulgaria), August 28 (SeeNews) - 
Bulgaria's gross foreign debt fell by an annual 
2.7% to 33.28 billion euro ($38.4 billion) at 
the end of June, the central bank said on 
Tuesday. 

The gross foreign debt was equivalent to 63% of 
the projected 2018 gross domestic product 

(GDP), down from 67.9% of GDP at the end of 
June 2017, the Bulgarian National Bank said in a 
statement. 

Month-on-month, Bulgaria's external debt rose 
by 1% at the end of June. 
 
($= 0.8547 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Croatia 

Croatia sells more euro bills than 

planned, yields unchanged at zero pct  

28-Aug-2018  
ZAGREB, Aug 28 (Reuters) - Croatia sold 199 

million kuna ($30.62 million) and 50 million 
euros ($57.19 million) worth of one-year 
Treasury bills at two separate auctions on 
Tuesday, with yields on both issues 
unchanged from the previous sale, finance 
ministry data showed. 

The kuna bills yielded 0.09 percent, while the 
euro bills, last auctioned on May 22, had a zero 
percent yield. Occasionally the ministry also 
offers three- and six-month bills. 
Despite the zero percent yield, local investors, 
which are mostly banks, see euro bills as a 
better option than keeping money on deposit 
at foreign banks at a negative interest rate. 

The banks bought 92 percent of the kuna bills 

and 66 percent of the euro bills. 
After the auction, Croatia's overall short-term 
kuna-denominated debt fell to 17.66 billion kuna 
from 17.86 billion, the ministry said. Debt in 
euros jumped to 89.1 million euros from 70.2 
million. 

The date of the next auction will be announced 
at a later date. 
 
($1 = 6.4990 kuna) 
($1 = 0.8744 euros) 
(Reporting by Igor Ilic; Editing by Kirsten Donovan) 
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98334 053;)) 
 
 

R&I - Croatia: R&I Affirms BBB-, 

Changes Outlook to Stable  

30-Aug-2018  
R&I Affirms BBB-, Changes Outlook to Stable: 
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Republic of Croatia  
Foreign Currency Issuer Rating: BBB-, 

Affirmed Rating Outlook: Stable, Changed 

from Negative RATIONALE:  
Croatia's economy remains on a solid recovery 
path. With its fiscal balance moving into surplus 
in 2017, outstanding government debt is on a 
downward trajectory. The restructuring of the 
Agrokor Group, to which R&I has been paying 

attention, is not undermining the country's 
economic and fiscal recovery, and this risk will 
unlikely rise, in R&I's view. Another positive 

factor is a decline in external debt mainly 
driven by consistent current account 

surpluses and domestic deleveraging. In 
consideration of these factors, R&I has affirmed 
the Foreign Currency Issuer Rating at BBB- and 

changed the Rating Outlook to Stable.  
Real gross domestic product (GDP) returned to 
positive growth in 2015 and grew 2.9% in 2017. 
The drivers of the economy are private 
consumption primarily boosted by fiscal 
measures to invigorate the labor market and cut 

income tax, and the buoyant tourism sector. 
With this trend continuing into 2018, the central 
bank projects 2.8% growth for 2018 and 2019. 
The restructuring plan of the Agrokor Group, the 
country's largest private company in financial 
distress, was approved in July 2018, which is a 
major step toward resolution of the issue. Given 

the appeal filed by some creditors opposing the 
plan, it appears to take time before the plan is 

implemented. Even so, the risk of the issue 
derailing the economic recovery has receded.  
The current account balance remains positive, 
with a surplus of 3.9% of GDP in 2017. The 
current account surplus widened from a year 

earlier as a result of a narrowing in the primary 
income deficit, which was attributable to the 
Agrokor crisis. Going forward, the country is 
expected to run smaller surpluses than in 2017. 
External debt is on a declining trend, standing at 
82% of GDP at end-1Q 2018. Since foreign 

reserves exceed the external debt maturing 
within a year, foreign currency liquidity will not 
be a concern for the foreseeable future. That 
said, external debt is high, as suggested by a 

large negative net international investment 
position. R&I must be mindful of the country's 
vulnerability to global financial market volatility.  

With the ratio of non-performing loans falling 
moderately, the banking sector enjoys solid 
earnings. Its liquidity coverage and capital 
adequacy ratios are both well above 
requirements. R&I considers that the financial 
system remains stable. As domestic currency 
loans to households are growing, securing long-

term domestic currency funding sources is a 
challenge facing banks. Despite the central 
bank's support measures such as offering long-
term liquidity facilities, the duration mismatch 

between domestic currency assets and liabilities 
will unlikely be fixed, unless residents' deposit 

behaviors change fundamentally.  
The general government fiscal balance turned 
into a surplus of 0.8% of GDP in 2017. The 
improvement of more than 2 percentage 

points from the initial projection was brought 
by the tax revenue growth and expenditure 

restraint that exceeded assumptions. The 
government projects fiscal deficits of 0.5% 
and 0.4% of GDP for 2018 and 2019, 
respectively, which incorporate an increase in 
spending and the effect of a new tax cut 

package to be introduced in 2019. Because the 
realized fiscal balance in 2017 is not taken into 
account, however, the actual fiscal balance will 
most likely outperform the projections. R&I 

expects the government to maintain its sound 
fiscal position for the foreseeable future, backed 
by the strong economy and political stability. In 

tandem with improvement in the fiscal 
balance, the outstanding general government 
debt to GDP ratio has been decreasing, 

amounting to 78% at end-2017. While the 

decline in government debt is a positive factor, 

the government's heavy indebtedness still 
warrants attention.  
Although the economic recovery continues, 
efforts to address the structural issues that 
caused a prolonged economic slump have not 
well progressed. According to the European 

Commission's estimate, the Croatian economy's 
potential growth rate is 1-2%, one of the lowest 
among non-euro European Union countries. 
Given the ongoing outflow of labor from Croatia, 
a delay in reinforcement of the supply side of 
the economy could harm economic growth in the 
medium to long term. The government's 

National Reform Programme calls for reforms 
designed to boost the competitiveness of the 
national economy, make the education system 
congruent with the needs of the labor market, 
and make public finances sustainable. R&I will 
keep an eye on whether the Plenkovic 
administration is able to exhibit its ability to 

carry out the reforms.  
The primary rating methodology applied to this 
rating is provided at "R&I's Analytical Approach 
to Sovereigns". The methodology is available at 
the web site listed below, together with other 
rating methodologies that are taken into 

consideration when assigning the rating.  
 
(C) Copyright 2018 - R&I - Rating and Investment 
Information Inc. 
 
 

Czech Republic 

Czech finance minister aims for lower 

2019 budget deficit  

26-Aug-2018  
PRAGUE, Aug 26 (Reuters) - Czech Finance 

Minister Alena Schillerova said on Sunday she 
would propose a 2019 central state budget 

with a lower-than-planned deficit of 40 billion 
crowns ($1.78 billion). 

The government has already approved a budget 
framework with a deficit of 50 billion crowns, 
unchanged from the 2018 target, although 
Schillerova told a debate on Czech television on 
Sunday that rising wages would boost tax 
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revenues next year. 
A strong economy, the tightest labour market 
in the European Union and a steady flow of 
development subsidies have helped make the 
Czech Republic one of the EU's best budget 
performers. It posted overall fiscal surpluses 
in the previous two years. 

The central budget - which makes up the bulk of 
the Czech Republic's overall fiscal balance - 
ended 2017 in a 6 billion crown deficit, much 

lower than planned.  
However, critics have complained that the 
government is running deficits at a time of 
strong growth and strapping future budgets with 
generous spending commitments that could 
push up deficits when the economy turns.  
 
($1 = 22.4520 Czech crowns) 
(Reporting by Jason Hovet 
Editing by Gareth Jones) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech government agrees to 8 percent 

wage rise for state workers  

29-Aug-2018  
PRAGUE, Aug 29 (Reuters) - The Czech 

Republic's ruling coalition has agreed an 8 
percent wage increase on average for state 
employees for next year, Prime Minister 
Andrej Babis said on Wednesday, part of a 
spending spree that some economists say will 
hit government finances in the future. 

A strong economy, the tightest labour market in 

the European Union and a steady flow of 
development subsidies have helped to make the 
country one of the EU's strongest performers. It 
has produced fiscal surpluses in the past two 
years. 
As a result, Babis's centre-left government has 
begun to spend more freely, planning the 

biggest-ever budget spending rise in 2019. 
"We reached a compromise that means an 
average (growth) of around 8 percent," Babis 

told reporters after a regular government 
session. 
The raise is in nominal terms and is planned for 
2019. 

Babis said the biggest increase is planned for 
teachers - which make up almost 37 percent of 
the state workforce - and the government will 
discuss the plan with trade unions on Friday. The 
unions were seeking a 10-percent rise across the 
board. 

The Czech state employs 453,400 people, 
according to Finance Ministry data. 
Babis won a clear victory for his anti-
establishment Action for Dissatisfied Citizens 
(ANO) party last October by promising to 

increase state salaries and pensions, boost 
healthcare spending and upgrade crumbling 

roads. 
But the parliament-appointed National Budget 
Council, has been cool towards the spending 

increases and has urged building up reserves for 

bad times instead. 

Czech real wages rose 6.6 percent, their fastest 
pace in 15 years, in the first quarter. 
Inflation slowed down to 2.3 percent in July. The 
Czech central bank usually works with wage 
moves in its model only once they are approved. 
Czech Finance Minister Alena Schillerova said on 

Sunday she would propose a 2019 central state 
budget with a lower-than-planned deficit of 40 
billion crowns ($1.81 billion), down from a 
previous target of 50 billion crowns. 
Growth in the export-reliant Czech economy 
slowed to 2.3 percent in the second quarter. 

Last year, it expanded by 4.6 percent but is seen 
slowing to just above 3 percent this year and 
next. 

 
($1 = 22.0600 Czech crowns) 
(Reporting by Robert Muller; editing by John 
Stonestreet and Jane Merriman) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Montenegro 

Montenegro sells 35 mln euro in 182-

day T-bills  

28-Aug-2018  

PODGORICA (Montenegro), August 28 

(SeeNews) - Montenegro sold 35 million euro 
($41 million) worth of 182-day Treasury bills 
in an auction held on August 28, the central 
bank said. 

The annual yield on the issue rose to 0.60% 
from 0.51% achieved at the previous auction of 
182-day Treasury bills held on August 20, the 

central bank said in a statement on Monday. 
The government securities will mature on 
February 27, 2019. 
 
($ = 0.854806 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Poland 

Poland to impose exit tax on firms and 

individuals  

27-Aug-2018  

WARSAW, Aug 27 (Reuters) - Poland plans to 

introduce an "exit tax" of up to 19 percent on 
companies and wealthy individuals who move 
assets or production abroad, the finance 
ministry said in draft legislation due to come 
into force in 2019. 

The tax will be imposed when assets are moved 

outside Poland and the country loses its right to 
tax income from the sale of those assets, or 

when a person with shares or other financial 
assets worth at least 2 million zloty ($533,000) 
moves abroad for good, the ministry said. 
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"The tax on unrealized income amounts to 1) 19 

percent of the tax base, when the tax value of 

an asset is set 2) 3 percent of the tax base, 
when the tax value of an asset is not set," the 
ministry said in a draft sent to Reuters. 
The ministry said that the aim of the project is 
to implement the European Union's tax evasion 
directive. The ministry also said it wanted to 

improve tax collection. 
Next year Poland wants to keep the budget 
deficit at around 28.5 billion zloty, at the 
same level as in 2018, while at the same time 
the economic growth is expected by analysts 
to slow down to 3.7 percent from 4.8 percent 
seen in 2018 denting budget revenues. 

Polish daily Rzeczpospolita said, quoting tax 
experts, that the Polish government's aim was to 

gather more budget revenues, especially since 
the EU directive concerns companies only, not 
individuals. 
Some opponents of the exit tax say it would 
deter foreigners from starting businesses in the 
country. In May France's President Emmanuel 
Macron said he planned to scrap a 30 percent 

tax on entrepreneurs who seek to take their 
money out of France. 
 
($1 = 3.7530 zlotys) 
(Reporting by Marcin Goclowski; Editing by Toby 
Chopra) 
(( marcin.goclowski@thomsonreuters.com ; +48 22 
6539724; Reuters Messaging: 
marcin.goclowski.reuters.com@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania's 7-month budget deficit 

narrows to 1.3 pct/GDP  

30-Aug-2018  

BUCHAREST, Aug 30 (Reuters) - Romania's 

consolidated budget ran a deficit of 1.3 
percent of gross domestic product at the end 
of July, after a shortfall of 1.6 percent at the 
end of June, the finance ministry said on 
Thursday. 

In nominal terms, the deficit stood at 11.9 billion 
lei ($2.99 billion). Revenues stood at 17.0 
percent of GDP, or 161 billion lei. Spending was 

about 173 billion lei. 
The Social Democrat government targets a 
deficit of just under 3 percent of GDP, the 
European Union's ceiling. 
 
($1 = 3.9853 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5263; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania to issue 3.9 bln lei (840 mln 

euro) of domestic debt in Sept  

31-Aug-2018  

BUCHAREST (Romania), August 31 (SeeNews) - 
Romania's finance ministry plans to auction 
3.9 billion lei ($932 million/840 million euro) 
worth of government securities in September, 
including 435 million lei in non-competitive 
offers, it said on Friday. 

The finance ministry plans seven auctions of 
government securities with residual maturities 
ranging from two years to 13 years and an 
auction for one-year treasury bills, it said in a 

monthly debt issuance calendar. 
The ministry planned to auction 2.8 billion lei 
worth of government securities in August but 
overshot its target and sold 3.19 billion lei. 
Since the beginning of 2018, the finance 
ministry has sold roughly 24 billion lei and has 
raised 2 billion euro on international markets 

from the sale of 2028 and 2030 Eurobonds, as 
well as $1.2 billion of 2048 dollar bonds. 
 
(1 euro=4.6430 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Slovenia 

Economist to become Slovenian finance 

minister  

27-Aug-2018  

By Marja Novak 

LJUBLJANA, Aug 27 (Reuters) - Economist 

Andrej Bertoncelj is to become Slovenia's 
finance minister in the minority centre-left 
government of Prime Minister designate 
Marjan Sarec, a spokeswoman for Sarec's 
party said on Monday. 

Bertoncelj's main task will be to keep a lid on 
public spending in the small Alpine country and 
reduce public debt which reached 73.6 percent 

of GDP last year, down from 78.6 percent in 
2016, but was still well above the 60 percent of 
GDP level allowed for European Union members.  
Outgoing Prime Minister Miro Cerar will become 
foreign minister, replacing Karl Erjavec who 
shifts to defence, while  
Economy Minister Zdravko Pocivalsek will retain 

his portfolio, the spokeswoman, Nika Vrhovnik, 
told Reuters. 
Parliament is due to confirm the new 
government in the first half of September 
after ministers have presented themselves to 
parliamentary hearings. 

Bertoncelj, who is an independent, is a member 
of the management board of state investment 

fund Slovenian Sovereign Holding, which 
manages state assets and is in charge of 
privatisation of state firms. 
Before that he worked at a university as a 
professor of management after holding top 
positions in two pharmaceutical companies 
previously. He will replace the outgoing finance 

minister Mateja Vranicar Erman. 
Earlier in August parliament elected Sarec as the 
next prime minister following a June 3 election 
in which the centre-right anti-immigrant 
Slovenian Democratic Party got most votes but 
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lacked coalition partners to form a government. 

Sarec, who heads the The List of Marjan Sarec 

(LMS) party, formed a coalition with four other 
centre-left parties - the Social Democrats, the 
Party of Modern Centre, the Party of Alenka 
Bratusek and pensioners' party Desus.  
The five parties hold 43 out of 90 parliamentary 
seats but have agreed with the left-wing party 

the Left, which holds 9 seats, that it will support 
the government in its key projects although it 
will not join the coalition. 
Some analysts say the minority government will 
find it hard to complete its four year mandate 
due to differences between the coalition 

partners. 
One of the first tasks of the new government will 
be to sell a majority in Slovenia's largest bank 

Nova Ljubljanska Banka (NLB). Slovenia has 
committed itself to selling the bank in exchange 
for European Commission's approval of state aid 
to the bank in 2013. 

Slovenians will also be looking to the new 
government to improve the inefficient national 
health system. Pension reform to ease the 
burden of the rapidly ageing population on the 
state budget will also be a challenge. 
 
(Editing by Richard Balmforth) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 

marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018 
 
 

Turkey 

Turkey faces $179 bln external debt 

repayments until July 2019, JPM says  

29-Aug-2018  

LONDON, Aug 29 (Reuters) - Around $179 

billion in Turkish external debt matures in the 
year to July 2019, equivalent to almost a 
quarter of its annual economic output, 
JPMorgan estimates, flagging the risk of a 
sharp contraction for the crisis-hit economy. 

Most of the maturing debt -- around $146 billion 

-- is owed by the private sector, especially 
banks. The government needs to repay or roll 
over just $4.3 billion and public-sector entities 
account for the rest, JPM said in a note received 
on Wednesday. 
The issue has shot into focus as the lira plunged 
40 percent this year, amid concern over political 

meddling in monetary policy and a rift with the 
United States over Turkey's detaining of an 
American pastor. 
The currency's collapse has raised fears 
companies may face difficulties repaying hard-
currency debt and also weighed on shares of 
European banks exposed to Turkey. 

JPM said that last year Turkey's stock of external 
debt as a percentage of gross domestic product 
was approaching the record highs seen just 
before its 2001-2002 financial crisis.  
"Financing needs over the next 12 months are 
large and access to markets has become 

problematic," the note said. 
Some $32 billion is due in the remainder of 

2018, according to JPM calculations based on 
central bank data. Large repayments will fall 
due in September, October and December, it 
said. 

"As international banks are likely to at least 
partially reduce their exposure to Turkey, roll-
over of principal could be challenging for some 
entities," the note said. 

However, it said, companies did seem to have 
enough external assets to cover hard-currency 
liabilities, and around $47 billion of maturing 
debt consisted of trade credits, which are 
relatively easy to roll over.  
In all, it reckons roughly $108 billion of debt 
maturing through July 2019 had high roll-over 

risk.  
"In a sudden stop of capital flows, roll-over risks 
will mount and financing of the current account 
deficit will be difficult," JPM added. 
 
(Reporting by Sujata Rao, editing by Larry King) 
(( sujata.rao@thomsonreuters.com ; 44 20 7542 6176 
; Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkish sovereign dollar bonds fall 

after Moody's warning  

29-Aug-2018  
LONDON, Aug 29 (Reuters) - Dollar-

denominated bonds issued by the Turkish 
government fell across the curve on 
Wednesday after ratings agency Moody's 
downgraded 20 Turkish financial institutions, 
citing an increased risk of a deterioration in 
funding. 

Turkey's 2043 Eurobond fell 1 cent to 68.22 
cents in the dollar according to Tradeweb, and 
the 2045 issue fell 1.1 cent to 80.77 cents. 

In another sign of deterioration, Turkey's 
economic confidence index fell 9 percent month-
on-month to 83.9 points in August, its lowest 
since March 2009.  

 
(Reporting by Claire Milhench 
Editing by Alison Williams) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkish sovereign, bank dollar bonds 

fall as lira sell off continues  

30-Aug-2018  
LONDON, Aug 30 (Reuters) - Dollar-

denominated bonds issued by the Turkish 
government and selected Turkish banks fell 
again on Thursday as the lira tumbled 2.7 
percent to a two-week low against the dollar.  

Turkey's sovereign 2045 Eurobond fell 1.2 cents 
to 78.85 cents in the dollar according to 
Tradeweb, while the 2038 issue fell 0.9 cents to 
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86.15 cents.  

Turkish bank bonds also continued to slide in the 

wake of a Moody's warning about the sector this 
week.  
Yapi Kredi's 2024 issue fell just over 1 cent to 
70.5 cents in the dollar, according to Tradeweb, 
and Garanti's 2023 issue fell 1.1 cent to 84.3 
cents.  

 
(Reporting by Claire Milhench 
Editing by Raissa Kasolowsky) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina CDS jump to 612 bps, 

country seeks early release of IMF 

funds  

29-Aug-2018  
LONDON, Aug 29 (Reuters) - The cost of 

insuring exposure to Argentina's debt jumped 
on Wednesday as the country sought an early 
release of funds from an International 
Monetary Fund (IMF) standby facility after the 
currency plumbed record lows. 

Five-year credit default swaps leapt 14 basis 
points (bps) from Tuesday's close to 612 bps, 
according to IHS Markit, a day after the peso hit 
an all-time low of 31.60 per dollar. 
In an attempt to calm turbulent markets, 
Argentina asked the IMF to release some 
funds from its $50 billion financing facility.  

Ratings agency Moody's has warned that the 

country is sliding into a recession that could 
extend into next year and investors are worried 
Argentina may have problems meeting its dollar 
debt obligations.  

 
(Reporting by Claire Milhench; editing by David 
Stamp) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina suffers confidence crisis as 

peso plumbs new depths  

30-Aug-2018  
By Paul Kilby 

NEW YORK, Aug 30 (IFR) - The crisis of 

confidence in Argentina took a turn for the 
worse this week, rattling fixed-income 
investors as the peso plumbed record lows 
and the cost of default protection soared.  

The volatility has surprised many investors and 
made some reassess risks in what was once a 

market favorite. The currency on Thursday 

breached Ps39 to the dollar despite a rate hike 

to 60% from 45%. 
"I have been taken aback by the severity of this 
selloff," said Paul McNamara, investment 
director at GAM Investments. 
The currency is now off 15% since Wednesday 
alone and a total of 112.53% since early 

January. And credit has followed suit. 
The sovereign's 5.875% 2028s fell over three 
points this week to 72.25 and is down over 23 
points since mid-April, just before the 
government went cap in hand to the IMF.  
Spreads on five-year credit default swaps 
gapped wider to close at 700bp early 

Thursday - its widest level since the 
government settled a billion dollar debt 
dispute with holdout investors in early 2016. 

"That level is higher than Russia at the height of 
the Ukraine crisis and higher than Italy in 2012," 
said Ed Al-Hussainy, a senior interest rate and 
currency analyst at Columbia Threadneedle 
Investments. 

"It is a signal that we are in a new regime." 
SHARP MOVES 
The violent moves are being attributed in part 
to summer illiquidity and, for now, the selloff 
is seen driven by locals exiting peso positions 
rather than foreign holders of dollar debt.  

"The turbulence over the last few days is taking 
place in a market with very little depth," said 
one Buenos Aires based analyst. 

"A lot of investors are not willing to sell at these 
prices and those few investors that want to sell 
get no demand."  
For now bond buyers see little risk of a default in 
the short-term, despite eye-popping CDS 
spreads and feel the government, with IMF 

backing, can cover financing needs into next 
year.  
"It is shocking how weak bonds are trading," 
said Bryan Carter, head of emerging markets 
fixed-income at BNP Paribas Asset Management. 
"On a fundamental basis, it is not one of the 
countries we are worried about in regards to 

default risk." 
The country can still fall back on IMF funds to 
pay some US$14.5bn in foreign debt 
amortizations next year, if the external 
markets remain closed, as seems likely, 
Alberto Bernal, chief EM and global strategist 
at XP Investments, said. 

"What is the risk here? That Argentina decides to 
abandon the IMF program. How can that 

happen? Simple, if President (Mauricio) Macri is 
forced to resign," Bernal wrote in a report. 
POLITICAL RISKS 
Those types of political risks are coming to the 
fore.  
"The main risk is the stability of the 
government. The minute Macri goes, all bets 
are off," said Carter. "We are willing to invest 

there as long as a good government is in 
charge." 

The assumption that Macri can win next year's 
election is increasingly being questioned as the 
economy heads into a recession and the buyside 
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calls for more aggressive fiscal tightening. 

"We're now past the point where a 'gradual' 

rebalancing approach can work and into a 
territory where only significant 'fiscal shock 
therapy' can help," Goldman Sachs wrote in a 
note to clients this week.  
And while the market has largely praised the 
Macri administration for ticking all the right 

policy boxes, it is starting to lose confidence.  
This can be seen by the continued fall in the 
peso after Thursday's massive rate hike and the 
negative response to Macri's televised address 
on Wednesday announcing that he would ask for 
advance payments from the IMF.  

Yet the market's urging of deeper fiscal cuts 
could be self-defeating if the government loses 
the political support it needs to win a second 

term.  
"Credit to Macri and his team for doing what 
needs to be done," said Cathy Hepworth, co-
head of the emerging market debt team at PGIM 

Fixed Income.  
"But do these efforts make it more difficult to 
get re-elected? It clearly clouds the landscape." 
Formally opening a dialogue with the opposition 
to show it embraces the same policy agenda 
could provide a confidence shock to the market, 
she said.  

Argentina has no doubt been a painful trade for 
foreign investors many of which are still 
overweight the credit, and come September 
there could be some reassessment. 

"People will take another look at the EM asset 
class - which has been a dog (this year) - and 

where they want to put their chips, and in 
Argentina there are a lot of chips on the table," 
said Al-Hussainy. 
Indeed, with most real money accounts largely 
overweight Argentina and underweight Turkey, 
which has suffered its own currency rout, EM 
could get nastier.  

"The biggest pain trade in EM this year could be 
Argentina underperforming and Turkey 
outperforming," he said. 
 
(Reporting by Paul Kilby 
Editing by Natalie Harrison) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF to work with Argentina to 

strengthen lending program   

30-Aug-2018  
WASHINGTON, Aug 29 (Reuters) - The 

International Monetary Fund will work with 

Argentina to strengthen its IMF financial 
program after an unexpected worsening of 
market conditions and will look to quickly 
conclude talks with the Argentinian 
authorities, IMF chief Christine Lagarde said 
on Wednesday. 

"In consideration of the more adverse 
international market conditions, which had not 
been fully anticipated in the original program 

with Argentina, the authorities will be working to 

revise the government's economic plan," 

Lagarde said after a phone call with Argentina's 
President Mauricio Macri. 
"I have instructed IMF staff to work with the 
Argentine authorities to strengthen the Fund-
supported arrangement and to reexamine the 
phasing of the financial program," she said in a 

statement. 
 
(Reporting by Lesley Wroughton 
Editing by Chris Reese) 
(( lesley.wroughton@thomsonreuters.com ; +1-202-
354-5982; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Investors await new Argentina fiscal 

plan after peso tumbles  

31-Aug-2018  
By Luc Cohen and Rodrigo Campos 
BUENOS AIRES/NEW YORK Aug 31 (Reuters) - 
Investors were looking on Friday for hints of a 
fiscal package the Argentine government said 
it would announce next week after dramatic 

drops in the peso currency, while the 
opposition called for protests as discontent 
with President Mauricio Macri grows. 

The peso lost 20 percent of its value against the 
U.S. dollar in the two days since Macri 
announced he had asked the International 
Monetary Fund to advance disbursements under 

a $50 billion financing deal, which raised alarms 

in markets about whether Argentina could fund 
its 2019 deficit. 
Speaking to reporters on Thursday night, 
Treasury Minister Nicolas Dujovne said the 
government would announce a set of new 
economic measures on Monday, and would 
target a 2019 primary fiscal deficit below the 
1.3 percent of gross domestic product agreed 
with the IMF. 

The government needs to do whatever it takes 

to bring fiscal accounts back in order, said 
Bertrand Delgado, emerging markets strategist 
at Societe Generale in New York. "That's the way 
to bring back confidence to the markets," he 

said. 
Macri's administration is expected to send its 

proposed 2019 budget to Congress next month. 
Austerity measures have been unpopular with 
many Argentines, who blame budget cuts 
imposed by the IMF for exacerbating the effects 
of a 2001-02 economic crisis that plunged 
millions into poverty. 
Tens of thousands of people marched through 

downtown Buenos Aires on Thursday evening 
demanding higher budgets for public universities 
and higher salaries for university professors and 
staff. Protesters say salaries have been eroded 
by inflation that clocked in at an annual rate of 
31.2 percent in July. 

"In the context of the debate over the IMF's 

adjustment budget, we need to organize to 
change the economic path," said Vinesa Siley, a 
lawmaker in Argentina's lower house of 
Congress aligned with former populist President 
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Cristina Fernandez. 

Members of Fernandez's Citizens' Unity party 

called for Friday evening protests against Macri's 
government across the country. Macri's poll 
numbers have tanked as the economy slides into 
recession, posing a risk to his re-election 
prospects in next year's presidential race where 
he could face Fernandez. 

That risk is also contributing to the peso 
weakness, said Dirk Willer, Citigroup's global 
head of emerging market strategy. "It is a 
reflection that the election could go 'wrong,'" 
Willer said. "Political uncertainty is being pulled 
forward in time." 

 
(Reporting by Luc Cohen in Buenos Aires and Rodrigo 
Campos in New York 
Editing by Leslie Adler) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Colombia 

Colombia central bank chief in budget 

debate  

28-Aug-2018  
BOGOTA, Aug 28 (Reuters) - The following are 

comments from the head of Colombia's 
central bank board, Juan Jose Echavarria, who 

spoke during a budget debate in Congress on 
Tuesday. 

• "We are seeing inflation under control, that 
wasn't the case not long ago. From three 
months ago we have felt supremely comfortable 
with our inflation target." 
• "Regulated products still show inflation levels 
of 6.6 percent, but it has lots to do with 

international changes in the oil price." 
• "Foreign investment this year - even if you 
subtract the (Telefonica and Claro) fines from 
last year - has grown a bit." 
• "We want to get to between 2.5 and 2.7 

percent of GDP (in the current account deficit). 
We are feeling more relaxed on that front." 

• "The market is expecting relatively stable 
(interest) rates during what remains of the year, 
more or less the probable scenario is that the 
rates could be held this year with the 
information that we have today." 
 
(Reporting by Carlos Vargas and Nelson Bocanegra 
Writing by Julia Symmes Cobb; Editing by David 
Gregorio) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381) 
) 
(c) Copyright Thomson Reuters 2018. 
 
 

Colombia says 2019 budget proposal 

has $8.6 bln shortfall  

29-Aug-2018  
BOGOTA, Aug 29 (Reuters) - Colombia's 

finance minister said on Wednesday that the 
former government's proposed budget for 

next year, currently being debated in 
congress, falls short of necessary spending by 
some 25.6 trillion pesos ($8.6 billion). 

Budget proposals must be submitted before July 
20 of each year, so President Ivan Duque's new 
government cannot modify its total value. It can, 
however, send a separate bill to Congress to 
approve the necessary funds to make up the 

shortfall. 
"That's the value of the programs in the budget 
that are un-financed, that's the problem," 
Finance Minister Alberto Carrasquilla said during 
a congressional debate on the 259 trillion peso 
proposal. 
The programs hit by the shortfall cut across 

many sectors, including education, healthcare, 
transport, housing, mines and energy, among 
others. 
Carrasquilla - who took office at the beginning of 
this month - has said the fiscal outlook for Latin 
America's fourth-largest economy is worrying. 

He said a bill could be sent to Congress to fill the 
hole, but he did not specify whether it would 
come under a pending tax reform project the 
Duque administration has said will increase the 
tax base and reduce duties on companies. 
The budget proposal meets the country's so-
called fiscal rule, which sets a deficit target of 

2.4 percent of GDP for 2019, Carrasquilla said. 
The target for this year is 3.1 percent of GDP. 

Duque's government will need to push through 
unpopular fiscal reforms to avoid the country 
losing its investment grade. In December, S&P 
downgraded Colombia's credit rating to BBB-, 
one notch above junk, and in February Moody's 

revised its outlook to negative from stable.  
 
($1 = 2,966 Colombian pesos) 
(Reporting by Carlos Vargas and Nelson Bocanegra 
Writing by Julia Symmes Cobb 
Editing by Helen Murphy and Alistair Bell) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381; 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mexico 

Moody's Analyst Jaime Reusche Says 

Trade Negotiations With U.S. Support 

Mexico's Credit Profile   

27-Aug-2018  
Aug 27 (Reuters) - Moody's Senior Sovereign 

Analyst, Jaime Reusche: 
Moody's senior sovereign analyst, Jaime 
Reusche says trade negotiations with U.S. 
support Mexico's credit profile; Canada still 
needed for Nafta. 

Moody’s Reusche says indications that trade 

negotiations between U.S. & Mexico are near 

completion support Mexico’s credit profile. 
Moody's Reusche says though U.S. & Mexico 
reached compromise on various trade issues, 
Canada will need to re-engage to complete Nafta 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  16 

negotiations. 

Moody's Reusche says because U.S. congress 

has tight window to ratify new trade deal with 
Mexico, there is no guarantee agreement will be 
in place by year end. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Peru 

Moody's Says Peru Underpinned By 

Steady Growth, Strong Government 

Finances; Challenged By Weak Political 

Institutions  

28-Aug-2018  
Aug 28 (Reuters) - Moody's: 
Says Peru underpinned by steady growth and 

strong government finances; challenged by 
weak political institutions. 

Says corruption, political infighting, weak judicial 
system, low education levels among Peru's main 
challenges. 
Says lack of major macroeconomic imbalances, 
strong institutions provided stable environment 
for Peru. 

Says an "inefficient" bureaucracy primarily at 
local and regional government levels also among 
Peru's main challenges. 

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

Puerto Rico 

Puerto Rico revival needs death-and-

tax certainty   

29-Aug-2018  

The author is a Reuters Breakingviews 

columnist. The opinions expressed are her own. 
By Amanda Gomez 
NEW YORK, Aug 29 (Reuters Breakingviews) - 
Puerto Rico’s revival relies on re-establishing 
the certainty of death and taxes. The island’s 
governor, Ricardo Rosselló, on Tuesday put 
the official death toll from last year’s 
Hurricane Maria at 2,975, citing the 
calculations of an independent study he had 

commissioned. That’s a 46-fold increase on the 
initial count of just 64 fatalities. The delay is 
emblematic of wider problems that are hobbling 
Puerto Rico’s recovery. 
The analysis conducted by George Washington 
University isn’t the first to diverge from the 
official count. A previous study attributed nearly 

5,000 deaths to the storm in the three months 
after it devastated the U.S. territory. 

The discrepancies are unsettling. They’re also 
just the latest in a long line of data inaccuracies 
that have plagued San Juan. The federally 
appointed oversight board, for example, has 

faced challenges simply getting the island’s 

population count right. Government entities like 

power company PREPA have struggled with who 

should and shouldn’t be on the payroll. 
These would be troubling enough if just a 
consequence of Maria. But the problems stretch 
back years. The government’s audited financial 
statements for 2015 were only released last 
month, for example. And last week’s oversight 

board-commissioned report into the fiscal crisis 
that drove Puerto Rico into bankruptcy in spring 
last year has some eye-opening details. Revenue 
estimates for most of the years between 2005 
and 2014 were over the top by $300 million to 
$1.7 billion – more than a fifth too generous, in 

the latter case. That, as the report points out, 
allowed the fiscal crisis to worsen. 
The chronic lack of accurate information 
makes it difficult to draw up a credible 
budget, let alone a plan to repay its debts, 
which stood at $74 billion when it went bust. 

Improving the situation may require help from 
Washington. The oversight board has repeatedly 
asked the federal government to collect and 

publish data for Puerto Rico in the same way it 
does for states. In its latest annual report, the 
board also requested funds for a special census 
for the island, but nothing has emerged. 
Rosselló has promised to improve how it reports 
fatalities related to natural disasters. That is a 
step forward. But if he can’t find a way to sort 

out Puerto Rico’s accounting practices, it’ll be 
hard for the island to prosper. 

CONTEXT NEWS  
- Puerto Rico Governor Ricardo Rosselló on Aug. 
28 raised the official death toll stemming from 
2017’s Hurricane Maria to an estimated 2,975 

deaths, up from just 64. He made the change 
after the release of a report on the matter that 
he had requested from the George Washington 
University Milken Institute School of Public 
Health. 
- The university’s researchers determined the 
figure by comparing predicted mortality under 

normal circumstances and deaths documented in 
the six months after the storm. 
- The report also found that doctors were not 
aware of death-certification practices required 

after a natural disaster. Rosselló called the 
problem a “systematic error” in a press 
conference streamed on Facebook on Aug. 28. 

- The Financial Oversight and Management 
Board for Puerto Rico released an investigative 
report on Aug. 20 by law firm Kobre & Kim 
detailing multiple causes for the earlier financial 
crisis that landed the island in bankruptcy court 
in 2017 before the hurricane hit. The report 

detailed that political pressures, short-term fixes 
and deficit financing helped drive Puerto Rico's 
fiscal problems. 
 
(Editing by Antony Currie and Martin Langfield) 
(( amanda.gomez@thomsonreuters.com ; Reuters 
Messaging: 
amanda.gomez.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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AFRICA 
 

Angola 

IMF support could help Angola reform 

drive  

28-Aug-2018  
JOHANNESBURG, Aug 28 (Reuters) - Financial 

support from the International Monetary Fund 
(IMF) could help support Angola's reform 
drive, Mathias Angonin, assistant vice 
president at Moody’s ratings agency, said in a 

report on Tuesday. 

Angola said last week it sought financial support 
from the IMF due to poorer than expected 

economic growth this year. 
 
(Reporting by Olivia Kumwenda-Mtambo; editing by 
John Stonestreet) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

Moody's Changes Outlook On Egypt's 

Rating To Positive, Affirms B3 Rating  

28-Aug-2018  
Aug 28 (Reuters) - Moody's: 
Moody's changes outlook on Egypt's rating to 
positive, affirms b3 rating. 

Moody's says changed the outlook on the 
government of Egypt's long-term issuer ratings 
to positive from stable. 
Moody's says affirmed Egypt's senior unsecured 

ratings at b3, and its senior unsecured MTN 
program rating at (p)b3. 
Moody's says Egypt's outlook change to positive 
reflects continuing structural improvements in 
fiscal, current account balances. 
Moody's says signs of business environment 

reforms offer prospect of sustainable, inclusive 

growth path capable of improving 
competitiveness in Egypt. 
Moody's says Egypt's foreign and local-currency 
bond and deposit ceilings remain unchanged. 
Moody's says refinancing risk remains a key 
credit challenge for Egypt in an increasingly 

"turbulent" global financial environment. 
Moody's says substantial progress made by 
Egypt's government in implementing reforms 
agreed with the IMF has imparted a degree of 
financial stability. 
Moody's says degree of political stability has 
been achieved & likely to be sustained, 

increasing likelihood that Egypt's general policy 
direction will be maintained. 

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

 

Kenya 

Kenya's parliament approves retaining 

interest rate cap, against IMF wishes  

30-Aug-2018  
•IMF wants cap scrapped or changed 
•Measure aimed to help small traders  
•Legislation still needs president's assent  

By John Ndiso and Humphrey Malalo 
NAIROBI, Aug 30 (Reuters) - The Kenyan 

parliament voted on Thursday to retain the 
cap on commercial interest rates which the 
International Monetary Fund has insisted 

must be scrapped or modified in return for a 
new standby arrangement. 

In a response to emailed questions, Jan 
Mikkelsen, the IMF's Resident Representative for 
Kenya, said they were aware of the passing of 
the finance bill and were currently assessing the 
implications for the IMF-supported program.  
Kenyan lawmakers also voted to delay a 

proposed 16 percent tax on petroleum products 
for two more years, citing the high cost of living 
- a move that will be a blow to government 
efforts to raise revenues through higher taxes.  
The rate cap, introduced in September 2016, 
was aimed at helping small traders access 

capital at affordable rates, but has had the 
opposite effect, with banks saying they cannot 
price risk to small and medium enterprises 

(SMEs) properly while the cap is in place. 
As a result, lending to the private sector fell 
from 9.3 percent in 2016 to 2.4 percent last 
year. 

"Many thousands of Kenyans have been unable 
to access bank lending and have turned to more 
expensive borrowing," said Aly Khan Satchu, a 
Nairobi-based independent trader and analyst. 
ASSENT NEEDED  
President Uhuru Kenyatta said in April that he 
recognised the limitation of the law and hoped 

that the finance bill would remove the cap 
that he said had ended up hurting the 
financial sector.  

The legislation still needs to secure presidential 

assent, and it was not clear what line Kenyatta 
would now take. 
"The president will have to crack the whip, and 
hard, because notwithstanding some bravado 

chatter, it would not make sense to lose the 
support of the IMF at a time when the markets 
are so skittish and our debt-to-GDP ratio is 
nudging 60 percent," Satchu said. 
Some bank stocks at the Nairobi Securities 
Exchange edged lower on Thursday, after the bill 
was passed.  

"It was not widely expected, people were 
banking on repeal of the interest cap," said 
Sheema Shah, equities dealer at Apex Africa. 

"It's still a buy, the current sell-off is temporary 
... mostly it's the foreign investors who are 
heavy on that particular stock who are selling 
off."  

In June, Finance Minister Henry Rotich proposed 
repealing the interest rate cap, a move cheered 
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by bankers. 

But lawmakers have continued to insist they are 

not ready to remove the upper limit of 
commercial lending rates at 4 percentage points 
above the central bank rate. Lawmakers did, 
however, remove the minimum deposit rate of 
70 percent of the central bank rate. 
The IMF has demanded the cap be repealed as 

a condition for Kenya to access its balance of 
payments support. 

Kenya secured a six-month extension for its 
stand-by credit arrangement of $989.8 million 
from the fund in March, and is seeking another 
extension when it expires in mid-September.  
Jibran Qureishi, an economist for East Africa at 
Stanbic Bank, said the decision threw open the 

question of how discussions with the IMF would 

now proceed. 
"On the IMF, with the VAT on fuel being 
postponed, with most of the tax measures not 
approved, this means the fiscal deficit is likely to 
remain higher than projected," Qureishi said. 

"The odds of the (IMF) facility being retained are 
quite slim, but we have to see what will 
happen."  
Kenya's legislature also rejected a "Robin Hood" 
tax of 0.05 percent on bank transfers of over 
500,000 shillings ($5,000) during Thursday's 
session and an employee contribution scheme 

towards the national housing development fund.  
The rejected tax hikes were designed to fund a 
range of government development goals 

including universal healthcare and affordable 
housing.  
 
(Additional reporting by George Obulutsa; Writing by 
Maggie Fick; Editing by Omar Mohammed and Andrew 

Bolton) 
(( maggie.fick@thomsonreuters.com ; +254 798 985 
128; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

IMF supports South African land reform 

provided it's "rules based"  

30-Aug-2018  
By Olivia Kumwenda-Mtambo 
PRETORIA, Aug 30 (Reuters) - The 

International Monetary Fund gave its full 
backing to South Africa's land reform plan on 
Thursday, as long as the highly contentious 

process is transparent and based on the 
constitution. 

The Fund's senior resident representative in 
South Africa Montfort Mlachila told Reuters that 
the reform must not damage farm output to 
ensure South Africans continue to have reliable 
food supplies. 
President Cyril Ramaphosa has said the ruling 

African National Congress (ANC) plans to change 
the constitution to allow the expropriation of 
land without compensation, as most of it is still 
owned by members of the white minority. 
"We are in full support of the need to undertake 

land reforms in order to address the issues of 

inequality," Mlachila said in an interview. 

Nearly a quarter century after the end of 
apartheid, the country remains racially divided 
and unequal, and the ANC plan aims to improve 
the lives of the many poor black South Africans. 
The debate erupted again last week when U.S. 
President Donald Trump said he had asked 

Secretary of State Mike Pompeo to study South 
African "land and farm seizures" and the "killing 
of farmers". South Africa accused Trump of 
stoking racial divisions. 
Speaking at his office in Pretoria, Mlachila said 
the IMF was not an expert on land reform. 

However, he said: "There is need to have a 
transparent, rules-based, and constitutional 
process that leads to desirable outcomes. It is 

particularly important not to undermine 
agricultural production and food security." 
Ramaphosa has said any measures would not hit 
economic growth or food security. No land has 

been "seized" since the ANC resolved to 
expropriate land without compensation at a 
party conference in December.  
British Prime Minister Theresa May has also 
supported the programme, provided it is carried 
out legally. 
Commenting on the South African economy, 

Mlachila said the IMF was unlikely to revise its 
growth forecast upwards. Last month the 
Fund kept its prediction of 2018 growth at 1.5 
percent. 

"Given the weaknesses in growth indicators in 
the second quarter of 2018, I don't see us 
revising upwards," he said, although he added 
that it was too early to say for definite. 
Ramaphosa's election in February initially 

buoyed investors' confidence but poor economic 
data, including the worst quarterly GDP 
contraction in nine years in the first quarter, 
have eroded some of the enthusiasm. 
Mlachila said South Africa was not expected to 
seek IMF financial support due to its deep 
domestic financial markets and access to 
international markets for financing its balance 

of payments and fiscal deficits. 

"We really don't see much need for recourse to 

financing from the IMF," Mlachila said. 
 
(Editing by James Macharia and David Stamp) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

S&P says unlikely to lower South 

Africa's ratings like Turkey  

30-Aug-2018  
JOHANNESBURG, Aug 30 (Reuters) - S&P Global 

Ratings said in a report published on Thursday 
that South Africa's sovereign credit ratings 

were unlikely to be downgraded deeper into 
"junk" territory, after Turkey's ratings 
suffered that fate earlier this month. 

S&P, one of two major ratings agencies to rate 
South Africa's foreign-currency debt below 
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investment grade, added in the report that the 

country's external metrics were solid and that its 

monetary flexibility was a credit strength. 
The agency downgraded Turkey's sovereign 
rating deeper into "junk" status on Aug. 17 in 
the wake of a steep slide in the lira, which also 
rocked emerging market currencies like the 
rand. 
"The main reason for Turkey's downgrade was 
our expectation that the extreme volatility of 
the Turkish lira and the resulting projected 
sharp balance of payments adjustment will 
undermine Turkey's economy," S&P said in 
the report.  

"By contrast, we have a stable outlook on South 
Africa, reflecting a potential modest pick-up in 
economic growth, steady public debt dynamics, 

and our expectation that the government will 
gradually implement economic and social 
reforms." 
S&P is next scheduled to review South Africa's 
sovereign ratings in November. 
In May, S&P affirmed South Africa's foreign-
currency debt at 'BB'. 

 
(Reporting by Alexander Winning 
Editing by James Macharia) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

Tunisia, IMF locked in difficult talks 

over next loan tranche  

30-Aug-2018   
By Ulf Laessing and Tarek Amara 
TUNIS, Aug 30 (Reuters) - Tunisia and the 

International Monetary Fund appear to be at 
odds over when the next tranche of an IMF 
loan will be released, after a row within 
Tunisia's coalition government stalled the 
country's economic reforms. 

The outcome of the talks will decide on a loan 

worth $250 million, part of $2.8 billion plan, and 
more importantly, whether Tunisia might get to 
sell Eurobonds worth $1 billion next month. 

The IMF has been pressing Tunisia to trim its 
budget deficit and increase fuel and electricity 
bills to offset a rise in oil prices that is 
undercutting already-strained public finances. 
The economy has been in turmoil since the 
toppling of autocrat Zine El Abidine Ben Ali in 
2011. Inflation and unemployment are hovering 

near record highs. 
A IMF delegation has been in Tunis for almost 
two weeks to discuss how to save an extra 1 
billion dinars ($364.51 million) this year 
caused by a higher-than-expected energy bill. 

The Washington-based fund has been lenient 
handing out loans tranches to acknowledge 
Tunisia's democratic transition since 2011, but 

patience is wearing thin. The U.S. abstained 
from voting at a loan review earlier this year, 

and the IMF is now reviewing economic progress 

every three months.  

"The IMF has become more strict in these 
negotiations and has made its demands clear 
not to pay off the (next) instalment unless its 
terms are met," said Ezzidine Saidane, a local 
analyst. 
The powerful UGTT union has stopped plans to 

sell state companies such as Tunisair, which has 
8,000 employees but has grounded planes 
because it can't pay for spare parts. 
POLITICAL INFIGHTING 
Prime Minister Youssef Chahed has been 
undermined by his secular Nidaa Tounes party, 

which has tried to sack him. The co-ruling 
moderate Islamists of the Ennahda has rejected 
that but don't want him to run in next year's 

election. That has left him a lame duck who can't 
make tough decisions, analysts said. 
The government's only option has been to 
raise taxes and cut fuel and other subsidies. It 
has raised pump prices three times this year, 

but a source close to the talks said the IMF 
wanted to increase the frequency to more or 
less monthly increases and to raise electricity 
rates. 

"If the government did this it would face street 
protests," the source said. 
The IMF team is due to leave on Friday. If no 
agreement is reached in the next few weeks, it 
might be difficult for the fund to prepare a new 

loan proposal until its next board meeting at the 

end of September, a source close to talks said. 
Without an IMF report showing progress, Tunisia 
might find it had to sell Eurobonds worth $1 
billion to help cover the deficit. 
"The government appears to be in a more 

complex situation than ever before, especially as 
it has started negotiations with the UGTT in light 
of declining purchasing power," Saidane said. 
"The government may raise gasoline prices ... 
but it may not be enough to get the next 
instalment of the loan." 
 
($1 = 2.7434 Tunisian dinars) 
(Editing by) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia 

IMF says talks with Zambia on possible 

aid package still on hold  

25-Aug-2018   
LUSAKA, Aug 25 (Reuters) - The International 

Monetary Fund (IMF) said its discussions with 
Zambia over an aid programme are still on 
hold because the nation's borrowing plans 
remain unsustainable. 

In February the fund rejected Zambia's 
borrowing plans, saying they risked making it 
harder for the southern African country to 
sustain its debt load. 
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"There are no discussions on a possible Fund-

supported programme given that the authorities' 

borrowings plans compromise the country's debt 
sustainability, and undermine its macroeconomic 
stability," an IMF spokesman told Reuters. 
Zambia has raised its 2018 forecast for the 
country's fiscal deficit to 7.8 percent of gross 
domestic product from an initial estimate of 
6.1 percent. 

The nation's central bank said on Wednesday 
that containing the fiscal deficit within 
programmed levels remained a challenge and 
external debt posed additional challenges.  
Zambia, with an external debt of $8.7 billion, 
said in December last year that it would begin 
refinancing Eurobonds worth a total $3 billion in 

2019 to reduce the cost of debt servicing. 

Zambia's Finance Ministry said in a statement 
late on Friday that an IMF staff mission would be 
visiting in the third quarter for consultations to 
assess the nation's economy. 
The government was taking measures to 
strengthen the implementation of its medium 
term debt management strategy, it said. 

"The prior actions required to facilitate the 
recommencement of discussions for an IMF 
Supported Programme are duly being attended," 
the statement said. 
Zambia wants a $1.3 billion loan from the IMF 
but the chance of a deal depends on how Africa's 
second-largest copper producer reconciles its 

debt management plans. 

 
(Reporting by Chris Mfula;  
Editing by Alison Williams) 
(( chris.mfula@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia's external debt jumps, hurting 

IMF deal hopes  

30-Aug-2018  
LUSAKA, Aug 30 (Reuters) - Zambia's external 

debt rose to $9.37 billion by the end of June 
from $8.7 billion in December, the finance 
ministry said on Thursday, a week after the 
International Monetary Fund (IMF) raised 
concerns over high borrowing by the copper 

producer. 

Zambia, Africa's second largest copper producer, 
wants a $1.3 billion loan from the IMF but the 
chance of a deal depends its debt management 
plans. 
The IMF said last week discussions over an aid 
programme were on hold because Zambia's 

borrowing plans remain unsustainable. 
External debt has risen to 34.2 percent of GDP 
against a government threshold of 40 percent, 
the finance ministry said in a statement. Total 
public debt stands at $14.6 billion, 
representing 53 percent of GDP. 

 
(Reporting by Chris Mfula; Writing by Joe Brock) 
(( joe.brock@thomsonreuters.com ; +27117753142; 
Reuters Messaging: 
joe.brock.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

OCEANIA 

 

Papua New Guinea 

Papua New Guinea to end 20-year wait 

for debut bond  

30-Aug-2018  
By Frances Yoon 

HONG KONG, Aug 30 (IFR) - The Independent 

State of Papua New Guinea is teeing up a 
debut US dollar sovereign bond as it looks to 
end a remarkable 20-year journey to the 
international capital markets. 

The Pacific nation is said to be targeting a 
US$500m-$1bn issue as early as October. 

Citigroup and Credit Suisse are among the banks 
working on the deal, according to sources, who 

added that no official mandate has been 
announced. 
This will be the fourth time in 20 years that 
the Pacific nation has hired banks to arrange 
a foreign-currency bond issue.  

In mid-1999, it held investor roadshows with JP 
Morgan and Warburg Dillon Read, but postponed 
bond plans - which had already been held up by 

a dispute with mercenaries - before turning to 
the International Monetary Fund the following 
year.  
In March 2013 it hired Barclays, BNP Paribas and 
JP Morgan for a potential US dollar bond, but no 

deal materialised, and in June 2016, it visited 

London, Boston and New York with ANZ, Bank of 
China, JP Morgan and Societe Generale, but 
stopped short of announcing a deal.  
PNG said the proposed bond offering would 
inject much-needed liquidity into its economy, 
giving it diversification away from expensive 
local borrowing that has stoked inflation. 

"We are raising these external funds so that we 
can shift our borrowings from the high cost and 
saturated domestic market which has been a 
major cause of the increase in interest costs in 
recent years," the Department of Treasury wrote 
last month in the country's mid-year economic 

and fiscal outlook report.  

"This will not only help our budget but will mean 
that we can start releasing more funds to the 
line ministries to improve front line service 
delivery, but it will also allow for the foreign 
exchange imbalance to be addressed and for 
more credit to be available by the banks to our 

domestic businesses and citizens." 
Treasury officials did not return messages 
seeking further comment.  
Papua New Guinea's potential debut comes as 
a slew of emerging-market sovereigns are 

also planning deals for this year. The 
Democratic Socialist Republic of Sri Lanka is said 
to be looking at US dollars and a Panda bond, 

while the Republic of Indonesia (Baa3/BBB–
/BBB) and the Republic of the Philippines 
(Baa2/BBB/BBB) are rumoured to be eyeing 
dollar issues. 
Market sources have also floated the People's 
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Republic of Bangladesh, rated Ba3/BB-/BB-, as 

another candidate for a debut dollar bond. 

Bangladesh has also been linked with a dollar 
offering for years, but a finance ministry official 
told IFR that a transaction was unlikely this 
year. 
The only dollar bond issue from Bangladesh 
came in 2014 from wireless telecommunications 

operator Banglalink Digital Communications, 
which benefited from the strength of its ultimate 
parent, Russia's Vimpelcom group. 
TURKEY TURMOIL 
Papua New Guinea's first foray in 
international bond markets comes after 
financial turmoil in Turkey, Argentina's 
request for an early disbursement of IMF 

bailout funds and rising US interest rates have 
made many investors cautious about 
emerging-market debt. 

The Pacific nation, which is rated B2/B 
(Moody's/S&P), is also grappling with slower 
economic growth, lower-than-expected 
government revenues, a shortage of foreign 
currency and tight onshore liquidity.  

S&P cut the rating one notch to B in April, while 
Moody's changed the outlook to negative from 
stable in March and said it could downgrade the 
rating if the country increased its reliance on 
short-term domestic market funding at high 
local-currency interest rates to fund fiscal 
deficits.  

With the country facing multiple economic 

headwinds despite financial aid from the Asian 
Development Bank and World Bank, bankers say 
that deal could be a tough sell in a more 
cautious market.  
However, one London-based fund manager said 

that the country's lack of history in the 
international markets may be an advantage, as 
it can serve as a hedge against broader global 
weakness since it will be less correlated to other 
markets. 
"Some of these isolated debut sovereigns are 
somewhat removed from US rates and 

contagion. They also don't rely heavily on global 
trade, so there won't be an impact from a Trump 
tweet," he said.  

"If it's a well-priced deal that is small in size, 
even in the midst of this uncertainty, buying it 
can still be justified. If nobody else is long on it, 
there is the potential of getting short-term 

gains."  
ECONOMIC HEADWINDS 
PNG's economy has been under pressure, 
leading the IMF to project that it faces several 
years of economic stagnation. 
The IMF projects GDP growth of 2.9% in 
2018, falling to 2.6% next year.  

"Financing fiscal deficits remains challenging. 
Domestic banks are around their internal limits 

for lending to the government, and the central 
bank is acting as lender of last resort when 

government bond auctions are 
undersubscribed," said S&P analysts in a report. 
"Combining subdued revenues with a raised 
interest burden has resulted in a significant 

deterioration in our debt servicing ratio from 

previous forecasts." 

A drought and earthquakes have also slowed 

growth to around 2% this year and in 2019, 
which is lower than similarly rated sovereigns, 
said Moody's. Growth could accelerate in 2020 if 
work on the country's liquefied natural gas 
project begins. 
To provide financial relief, the government 

received its first syndicated loan in offshore 
markets in November 2016. Credit Suisse led 
that deal, initially providing US$200m before 
expanding the loan to US$310m in syndication, 
IFR reported at the time.  
S&P said PNG could borrow up to US$500m 

under the Credit Suisse facility. It has drawn 
down about US$300m to date and expects to 
use the remaining US$200m during 2018, said 

S&P. 
 
(This story will appear in the Sept 1 issue of IFR Asia 
magazine. Reporting by Frances Yoon 
Editing by Daniel Stanton and Steve Garton) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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