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ASIA 
 

China 

China introduces when-issued trading 

for government debt  

28-Aug-2017  
SHANGHAI, Aug 28 (Reuters) - China will allow 

participants in its interbank bond market to 
trade government debt ahead of its issuance, 
its foreign exchange market operator said on 
Monday. 
The introduction of so-called "when-issued" 

trading for Chinese treasuries will have 
benefits for price discovery and strengthening 
of the government bond yield curve, the China 
Foreign Exchange Trade System (CFETS) said 
in a statement on its website. 

When-issued debt refers to debt that has been 
announced but not yet issued. 

All participants in China's interbank bond market 
will be able to conduct when-issued trading on 

Chinese government bonds from four working 
days before their issue date until one working 
day before, the statement said. 
CFETS will issue announcements five working 
days before each government debt issuance, the 
statement said. 
 
(Reporting by Andrew Galbraith; Editing by Jacqueline 
Wong) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
 
 

China central bank purchases all 600 

bln yuan of special treasury bonds  

29-Aug-2017  

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

bank said on Tuesday that it purchased all 600 
billion yuan ($90.85 billion) worth of special 
treasury bonds issued by the Ministry of 
Finance on the same day. 

The online statement came right after the 

finance ministry said it rolled over the special 
bonds that were due on Aug. 29. 
Ten years ago, the special bonds were used to 

help set up the country's sovereign wealth fund 
China Investment Corp. 
 
($1 = 6.6046 Chinese yuan) 
(Reporting by Winni Zhou and John Ruwitch; Editing 
by Richard Borsuk) 
(( winni.zhou@thomsonreuters.com ; +86 21 6104 
1777; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net )) 
 
 

India 

India's fiscal deficit reaches 92.4 pct of 

full-year target in July  

31-Aug-2017  
NEW DELHI, Aug 31 (Reuters) - India reported 

fiscal deficit of 5.05 trillion rupees ($79.01 
billion) for April-July or 92.4 percent of the 
budgeted target for the current fiscal year 
that ends in March 2018. 

The deficit was 73.7 percent of the full-year 
target during the same period a year ago. 
Net tax receipts in the first four months of 
2017/18 fiscal year were 2.58 trillion rupees, 
government data showed on Thursday. 
India aims to trim the fiscal deficit to 3.2 percent 
of gross domestic product in 2017/18 compared 

with 3.5 percent in the previous year. 

 
($1 = 63.9200 Indian rupees) 
(Reporting by Rajesh Kumar Singh; Editing by Malini 
Menon) 
(( rajeshkumar.singh@thomsonreuters.com ; +91-11-
4954-8041; Reuters Messaging: 

mailto:rajeshkumar.singh@thomsonreuters.com
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rajeshkumar.singh.thomsonreuters.com@reuters.net 
)) 
 
 

Indian bonds and shares gain, as weak 

GDP growth data raises rate-cut hopes  

01-Sep-2017  
MUMBAI, Sept 1 (Reuters) - Indian bonds 

rallied on Friday, sending the benchmark 10-
year yield down as much as 6 basis points, 
after much weaker than expected economic 
growth data raised hopes the central bank 
would cut rates at its next meeting in October. 
On Friday morning, Indian shares also climbed 
on rate-cut hopes. The Sensex index was up 
nearly 0.5 percent.  
Data late on Thursday showed India's economic 

growth unexpectedly slid to a three-year low of 
5.7 percent in the April-June quarter, as 
business activity remained disrupted over the 
country's shock cash squeeze and caution before 
the launch of a new goods and services tax. 
The weak growth is raising hope the Reserve 

Bank of India (RBI) will cut its main policy repo 
rate at its next policy meeting in early October, 
after cutting it by 25 bps last month. 
However, much will depend on August consumer 
price data due on Sept. 12. The latest report 
showed annual retail inflation had risen 2.36 
percent in July from a year earlier, the first pick-

up in four months. 

But that still is well below the RBI's consumer 
inflation target of 4 percent. 
"I think the case for a rate cut has become even 
more compelling now," said Mahendra Kumar 
Jajoo, head of fixed income at Mirae Asset 
Global Investments in India. 

The RBI "had to revise down their inflation 
forecast and they have to possibly now revise 
down their GDP forecast," Jajoo added.  
The 10-year bond yield was down 4 bps at 6.49 
percent as of 0703 GMT Friday, after earlier 
falling to 6.47 percent. On Thursday, the yield 

had ended at 6.53 percent. 
Still, whether the RBI will be willing to cut 
rates remains unclear. The RBI has cut its 
inflation projections for the year, and cut the 
repo rate by 25 bps last month, but has 
reiterated it wants to continue to monitor 
inflation and other economic data to justify 
further rate cuts. 

Subsequent minutes from the Aug. 2 meeting 
reinforced the caution by most of the six-

member monetary policy committee, with some 
warning that consumer prices could start 
accelerating later this year. 
 
(Reporting by Rafael Nam; Additional reporting by 
Abhirup Roy; Editing by Richard Borsuk) 
(( rafael.nam@thomsonreuters.com ; +9122-6180-
7425; Reuters Messaging: 
rafael.nam.thomsonreuters.com@reuters.net )) 
 

 

Indonesia 

Indonesia sells 7 trillion rupiah of 

Islamic bonds, above target  

29-Aug-2017  
JAKARTA, Aug 29 (Reuters) - Indonesia's 

finance ministry sold 7 trillion rupiah 
($524.82 million) of Islamic bonds at an 
auction, above the indicative target of 5 
trillion rupiah, its financing and risk 
management office said on Tuesday. 

The weighted average yield for Islamic T-bills 
maturing in February 2018 was 5.37394 

percent, lower than the 5.47094 percent yield at 
the last auction on Aug. 15. 

The project-based sukuk maturing in May 2019 
had a weighted average yield of 6.39480 
percent, lower than the previous auction's 
6.75994 percent. 

The weighted average yield for the project-
based sukuk maturing in May 2021 was 6.66883 
percent, down from 7.01993 percent in the 
previous auction. 
The weighted average yield for the project-
based sukuk maturing in August 2023 was 
7.04945 percent, compared with 7.21905 

percent at the last auction.  
The project-based sukuk maturing in November 
2031 had a weighted average yield of 7.61844 

percent, lower than the 7.84993 percent yield at 
the last auction. 
Total incoming bids on Tuesday were 26.43 
trillion rupiah, up from 17.57 trillion rupiah in 

the previous auction.  
 
($1 = 13,338 rupiah) 
(Reporting by Nilufar Rizki; Editing by Sunil Nair) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Lebanon 

Lebanon embarks on long-delayed 

reforms but debt problems mount  

30-Aug-2017  
•Election of President Aoun ended 19-month 
vacuum 

•Moody's rating agency raises outlook for 
Lebanon 
•Moody's also downgrades credit rating due 
to debt 
•Economists say more reform needed because 
of debt 

By Lisa Barrington 
BEIRUT, Aug 30 (Reuters) - Lebanon has begun 

reforms to repair its fragile economy after 
years of paralysis in decision-making but is 

under pressure to do more to prevent its 
rising debt spinning out of control. 

President Michel Aoun, elected last year after 29 
months without a head of state, signed off last 
week on public sector pay rises and tax 

rm://rajeshkumar.singh.thomsonreuters.com@reuters.net/
mailto:rafael.nam@thomsonreuters.com
rm://rafael.nam.thomsonreuters.com@reuters.net/
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increases to cover their cost -- part of a series of 

government moves that have prompted Moody's 

rating agency to lift its outlook for Lebanon to 
stable from negative.  
But finance ministry estimates indicate the 
measures will have little impact on the fiscal 
balance or debt burden, the world's third highest 
in terms of debt-to-GDP ratio and the main 

reason why Moody's has also downgraded its 
credit rating. 
Economists are calling for other reforms to 
boost revenue and stop the debt rising, 
including passing a budget, reforming the 
heavily subsidised electricity sector, raising 
fuel tax and tax collection and improving the 
investment environment.  

"They've gotten government working again, 

they've gotten institutions moving again. The 
hope is they start tackling those major issues 
with the same seriousness and effectiveness," 
said Wissam Harake, a World Bank economist 
based in Beirut.  
Until Aoun was elected on Oct. 31 last year, 
Lebanon had gone nearly two-and-a-half years 

without a president because parliament was 
unable to agree on a candidate. 
Since then, Prime Minister Saad Hariri's 
government has taken steps to improve stability 
and boost the economy by agreeing legislation 
intended to kick-start the development of its oil 

and gas industry and passing an electoral law 
paving the way to a parliamentary election next 

year. 
"The stable outlook reflects the return to a fully-
functioning government, which will support 
reform momentum going forward," Moody's said.  
LITTLE TO SPEND ON INFRASTRUCTURE 
Economic growth has been battered by six 
years of war in neighbouring Syria and 
political divisions, slowing to just over 1 
percent a year from an average of 8 percent 
before the Syrian war, officials have said.  

Lebanon's debt has also risen strongly since 
Syria's civil war began in 2011. Moody's says the 
debt-to-Gross Domestic Product ratio, which 
indicates a country's ability to pay back its debt, 

will reach almost 140 percent in 2018.  

"Recent fiscal reforms are very unlikely to 
reduce the deficit in 2017 and 2018 ... further 
action will be needed to reverse the rising debt 
trajectory," Moody's said on Saturday, changing 
its rating to B3 from B2. 
With revenues and growth low, the country 

relies on deposits made into local banks by 
millions of expatriate Lebanese. The banks buy 
government debt which finances the expanding 
budget deficit and debt. 
But deposits are sensitive to political risk and 
economists say the government needs to 

generate higher revenues and boost growth to 
put the economy on a firmer footing.  
Debt interest payments in 2016 accounted for 
about 48 percent of Lebanon's domestic 
revenues, up from 38 percent in 2014, said 
Harake, the World Bank economist.  

With large sums spent on subsidising the 
antiquated electricity sector, Lebanon has little 

revenue left to upgrade water, telecoms, roads 

and other crumbling infrastructure needed to 

encourage tax-generating industry and growth. 
CENTRAL BANK'S ROLE 
The International Monetary Fund wants the 
government to raise taxes, particularly on 
fuel, and strengthen tax compliance to stem 
debt growth but Lebanon's business 
community says the proposed increases 
would undermine growth. 

Garbis Iradian, chief Middle East and North 
Africa economist for the Institute of 
International Finance, a global association of 
financial institutions, said the increases might 
result in some short-term inflationary pressure 
but were needed. 
"Lebanon is undertaxed," he said, comparing it 

to countries such as Turkey, Morocco and 
Jordan.  
Lebanon's central bank quietly steered policy 
in the absence of political leadership, using 
stimulus packages and costly financial 
engineering to keep foreign reserves stable 
and growth ticking over. 

Central bank Governor Riad Salameh has said he 
will stabilise the economy for "as long as it 

takes" for the government to become more 
effective, pass a budget and tackle the structural 
deficit. 
Financial sources say confidence in Salameh is 
high, but economists and bankers have said the 
central bank cannot carry the burden 

indefinitely.  
"Without the government coming in with 
structural reform then monetary policy or central 
bank activity by itself cannot solve long-term 
structural issues," Harake said.  
 
(Editing by Timothy Heritage) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 
 
 

Sri Lanka 

Sri Lanka to cut 2017 spending to meet 

deficit goal 

31-Aug-2017  
COLOMBO, Aug 31 (Reuters) - Sri Lanka will 

cut government expenditure to stick to its 
2017 budget deficit target of 4.6 percent of 
gross domestic product (GDP) and 
compensate for a fall in revenue, the top 
bureaucrat in the finance ministry said on 
Thursday. 

Sri Lanka will fall short of its 2017 revenue 

target because of delays in adopting budget 
proposals, while flood relief after the worst 
torrential rains in 14 years pushed up 
government spending. 
"We will re-arrange and cut some expenditure to 

meet the deficit target," Finance Secretary 

R.H.S. Samaratunga told Reuters on the 
sidelines of a meeting in the capital, Colombo. 
"Unless there is approval for more borrowing, we 
can't go with the same expenditure we had 
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targeted."  
Sri Lanka has committed to cut the budget 
deficit to 4.6 percent of the GDP this year 
from the last year's 5.4 percent to satisfy 
conditions set by the International Monetary 
Fund for a $1.5 billion loan it approved mid 
last year. 

The island nation has targeted revenue of 2,088 
billion rupees ($13.68 billion) this year, a 27 
percent rise from last year's total. 

However, the finance ministry now expects full-
year revenue to lag its target and settle around 
1,900 billion rupees, according to the 
assessment based on July 31 revenue figures. 
The government will present a new tax bill 
demanded by the IMF as a condition next week 
and Samaratunga said some of the new 

proposals will be implemented from Oct. 1 to 
raise the revenue for this year.  
 
($1 = 152.6500 Sri Lankan rupees) 
(Reporting by Shihar Aneez; Editing by Clarence 
Fernandez & Shri Navaratnam) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez)) 
 
 

Tajikistan 

Tajikistan hires banks for debut US 

dollar bond  

29-Aug-2017  

By Robert Hogg 
LONDON, Aug 29 (IFR) - The Republic of 

Tajikistan has appointed Citigroup and 
Raiffeisen Bank International as joint lead 
managers for a debut US dollar Eurobond, 
according to a lead. 
The sovereign is arranging a series of fixed 
income investor meetings in the Europe and the 
US commencing August 31, ahead of a 10-year 

amortizing senior unsecured Eurobond 
benchmark offering with a weighted average life 
of 8.75 years. 

The proceeds of the issue will be used to finance 
part of the costs of construction of the Rogun 
Hydropower Plant project. 

Tajikistan is rated B3 by Moody's and B- by S&P. 
 
(Reporting by Robert Hogg; editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
 
 

Thailand 

Moody's says Thailand's easing 

political uncertainty aids cyclical 

recovery  

01-Sep-2017  

Aug 31 (Reuters) -  
Moody's: Thailand's easing political 
uncertainty aids cyclical recovery. 

Moody's: Thailand's political uncertainty has 

eased over past year, and development will aid 

current cyclical recovery, spurred by stronger 
exports. 
Moody's - expects Thailand's real GDP growth to 
recover to 3.4% in 2017, its highest rate since 
2012. 
Moody's: Thailand's weakening FDI, combined 

with rapid aging of population, human capital 
development issues, weigh on economic growth. 
Moody's- Thailand's domestic demand remains 
lackluster despite continued accommodation of 
monetary and fiscal policies. 
Moody's - credit profile balances Thailand's 

strong fiscal position and low external 
vulnerability against lower-than-average growth 
since 2013. 

Moody's on Thailand - expects successful 
transition to stable civilian government to lead 
to greater political stability 
 
( Bangalore.newsroom@thomsonreuters.com ;) 
 
 

United Arab Emirates 

Sharjah government plans to issue 

yuan bond in China  

31-Aug-2017  
By Tom Arnold 

DUBAI, Aug 31 (Reuters) - The government of 

the emirate of Sharjah plans to issue a yuan-
denominated bond in China, which could make 
it the first Middle East issuer in the Chinese 
interbank bond market, sources familiar with 

the matter told Reuters. 

Sharjah, one of the seven members of the 
United Arab Emirates, is in the process of 
applying to issue the instrument, known as a 
panda bond, said the sources, who declined to 
be named as the matter is not yet public.  
The size of the planned issue was not known, 

and the government of Sharjah declined to 
comment. 
Gulf governments and companies have 
boosted bond issuance over the past year 
because low oil prices have pushed state 
budgets into deficit and tightened liquidity in 
their banking systems. 

To encourage greater global use of the yuan and 
diversify funding sources for its "Belt and Road" 

trade route connecting China by land and sea to 
Europe, Beijing is keen to attract more foreign 
issuers of bonds. Its interbank bond market is 
the third largest after the United States and 
Japan. 
Sharjah is a relatively frequent issuer in the 
international debt markets, having sold $750 

million of 10-year sukuk in 2014 and $500 
million of five-year sukuk in January last year. 

Other governments and companies in the Gulf 
are also weighing possible panda bond issues.  
Saudi Arabia's Vice Minister of Economy and 
Planning Mohammed al-Tuwaijri said last week 
that Riyadh was willing to consider funding itself 
partly in yuan to cover its budget deficit and 
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major investment projects. 

Industrial and Commercial Bank of China is 

talking to governments and state-linked entities 
in the Gulf that are interested in issuing yuan-
denominated bonds in China, a senior executive 
at ICBC, China's largest bank, told Reuters 
earlier this week. 
 
(Editing by Andrew Torchia; editing by John 
Stonestreet) 
(( Tom.Arnold@thomsonreuters.com ; 
+97144536265; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

European funds raise bond holdings, 

fret about euro  

31-Aug-2017  
•Overall bond exposure at 9-month high in 
Aug; stocks steady 
•Funds bullish euro stocks but trim holdings 
due to euro strength 
•Most funds rule out North Korea war, U.S. 
default 
•For poll data:  

By Sujata Rao 

LONDON, Aug 31 (Reuters) - Unnerved by 

global politics and reassured by central banks' 
commitment to super-easy credit policies, 
European funds raised bond exposure to nine-
month highs in August, though the euro's 
inexorable rise somewhat dimmed the allure 
of regional equities. 

Reuters' monthly poll of 16 money managers 
based in continental Europe found overall 

allocations to global equities steady at 42.6 
percent - close to the lowest levels since Donald 
Trump's U.S. election win last November.  
But holdings of bonds rose to 42.2 percent, 
the highest since November, while cash 
positions also edged up to 8.4 percent, a new 
four-month high. 

Expensive share valuations and mid-month 
tensions between Washington and nuclear-

armed North Korea contributed to the waning 
enthusiasm for equities, despite clear signs that 
central banks in Europe, the United States and 
Japan are in no rush to end their stimulus 
programmes. 
Funds rushed instead for bonds, seeking 
safety as well as the likelihood of more yield 

compression after the European Central Bank 
returned to dovish mode after end-June 
comments that led markets to speculate it 
could soon start removing its 60 billion euro 
monthly stimulus. 

The poll was conducted Aug. 16-29, soon after 
Trump traded bellicose rhetoric with North 
Korea, wiping $1 trillion off world stocks. 

But none of the investors responding to a special 

question on the subject expected war between 
the two sides this year, though they saw 
tensions likely to simmer. 
Most declared themselves bullish on European 

stocks, with 85 percent of respondents to a 

special question predicting the market would 

scale fresh heights in coming months. But most 
also warned the euro - up around 5 percent this 
year on a trade-weighted basis - could pose a 
problem. 
European stocks are up 3 percent this year, 
falling in August for the third month in a row. 

The poll showed European equity exposure down 
more than 1 percentage point from last month 
at 33.3 percent.  
Nadege Dufosse, head of asset allocation at 
Candriam, noted recent robust data as proof 
that the bloc's economic recovery was 

continuing apace, while the political backdrop 
too was supportive, with euro-sceptic parties on 
the backfoot. 

"An accommodative central bank and strong 
corporate earnings momentum underpin the 
attractiveness of the region's risk assets," 
Dufosse said, but warned: "The recent increase 

in the euro currency has been a headwind to 
equities' outperformance." 
On the other hand, the strong euro, by 
dampening inflation, is also "moderating 
Eurozone inflation and could thereby deter the 
ECB from a more outspoken reduction of 
(stimulus), lifting Eurozone stocks," Robeco 

strategist Peter van der Welle said. 
European equities have more upside if the 
economic upswing continues, he added. 
Euro bond holdings rose to 59.7 percent, the 
highest since last November. German 10-year 
bond yields are set for their biggest monthly 
fall in six months.  
Meanwhile, U.S. bond holdings held steady at 
20 percent while equity exposure stayed close 

to three-month lows touched last month, with 
investors continuing to voice concerns over 
lofty Wall Street share prices. 

A major worry on the horizon is that U.S. 
politicians may fail to increase the country's debt 
limit or ceiling - failure to reach an agreement 
by end-September could lead to default, sending 
shockwaves across world markets. 

A 2011 standoff between the government and 
lawmakers over the ceiling wiped $2.4 trillion off 

U.S. stocks. 
Asked about the likelihood of a U.S. default, less 
than a tenth of those who replied said this was 
likely. 
"Chances probably below 50/50, but not much," 

said Didier Saint-Georges, a member of the 
investment committee at Carmignac. 
"Trump's negotiating tactics quite consistently 
seem to be to show that he is ready to slam the 
door, even if it is to re-open it shortly after he 
slams it." 

Investors continued to favour stocks in Japan 
which enjoyed annualised growth of 4 percent 
from April through June - an 18-month long 

expansion streak. Allocations jumped more than 
2 percentage points to 9.8 percent, the highest 
since March 2015, poll data showed. 
 
(Reporting by Sujata Rao; Additional reporting by 
Claire Milhench in London and Maria-Pia Quaglia in 
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Milan; Editing by Toby Chopra) 
(( sujata.rao@thomsonreuters.com ; +44 20 7542 
6176 sujata.rao.thomsonreuters.com@reuters.net )) 
 
 

"Safe-haven" euro could complicate 

ECB plan to roll back stimulus  

01-Sep-2017  
•Euro up 13 pct YTD vs dlr despite North 

Korea standoff 
•Falling risk appetite traditionally drags down 
euro 
•Weakening correlation prompts "safe haven 
euro" talk 
•But many remain sceptical after euro zone 
crisis 

By Saikat Chatterjee 

LONDON, Aug 31 (Reuters) - The euro's rise 

above $1.20 this week has prompted talk that 

it is becoming a safe haven for investors, 
posing a problem for the European Central 
Bank as it plans to roll back its huge economic 
stimulus in the coming months. 

Many remain sceptical that a currency which has 
undergone ordeals such as the Greek debt crisis 
in recent years can join the Swiss franc as a 
place to store money in times of market stress. 
Nevertheless, the euro has remained strong 

against the dollar in the past two weeks despite 
concerns about a standoff between the United 
States and North Korea which have sent spasms 
of selling through global stock markets. 

Add in a series of high-level departures from the 
U.S. administration and President Donald 

Trump's failure so far to get his plans for 
corporate tax cuts and big infrastructure 
spending through Congress, and some investors 
are reassessing their attitude towards the single 
currency.  
"Disappointment about U.S. reflation and 
disarray in the White House have enhanced the 

relative attraction of the euro to the extent that 
a discussion around its safe-haven credentials 
has opened up," said Jane Foley, senior FX 
strategist at Rabobank in London. 
In recent years, investors' appetite for risk 
and the euro's value have largely moved in 
tandem. Particularly during flare-ups in the 
euro zone debt crisis in 2011 and 2013, a 

selloff in equities or emerging market debt 
would drag the euro lower. 

But now the euro seems to be gathering 
momentum. If the currency sheds its role as a 
proxy for risk appetite, ECB policymakers who 
meet next week will have to factor in its 
economic impact. 
In particular they will be wary of a strong euro 

hurting exporters and undermining their efforts 
to push low inflation back up to the ECB's target, 
just as they are preparing to start winding down 
a 2 trillion euro ($2.4 trillion) plus bond-
purchase programme. 

The euro is still far from an undisputed safe 
haven, with memories of the debt crisis fresh 

and policymakers struggling to push wage 
growth higher. However, its near 14 percent rise 
versus the dollar this year has led investors to 

note its structural strengths. 

Consensus forecasts for euro zone and U.S. 

economic growth in 2017 are both around 2 
percent. But while the European forecast has 
been revised up since the start of the year, the 
U.S. figure has been roughly halved. On top of 
the that, the euro zone's current account surplus 
is growing. 

Net inflows into European equity mutual funds 
have totalled 23.4 billion euros since May 
compared with net outflows from U.S. 
counterparts of about 24 billion euros, according 
to Thomson Reuters Lipper data. 
Speculators' long positions in the euro are at 
their biggest in five years while some of the 

world's largest bond investors are buying 
European debt, betting that the strong 
currency will delay the ECB plans to roll back 
stimulus.  

The single currency hit a fresh 2-1/2 year high 
above $1.20 on Tuesday after ECB President 
Mario Draghi made no mention of the currency's 
strength at a central bank conference in Jackson 
Hole last week. At the same time, 10-day 

correlations between the index, a measure of 
risk appetite, and the euro approached their 
lowest levels of this year. 
The euro traded around $1.1850 on Thursday. 
"The breakdown in correlation between risk 
appetite and the euro is because the general 

outlook for the euro zone looks less bad," said 
Rory McPherson, head of investment strategy at 

Psigma Investment Management. The euro's 
relative undervaluation on a trade-weighted 
basis was boosting its value, he added. 
On many banks' internal models, the euro is still 
considered relatively undervalued on a 

purchasing parity basis by between 5 and 10 
percent against a trade-weighted basket of 
currencies.  
FADING DOLLAR 
Still, the inflows from equity fund managers 
or hedge funds haven't impressed global 
central banks or large pension funds which 
remain broadly underweight the euro in their 

holdings. 

Data for the quarter ending March from the 

International Monetary Fund show euro assets 
have broadly stagnated around 16 percent of 
global currency reserves, compared with those 
in dollars which have topped 60 percent in the 
last four quarters. 
But the breakdown in correlations between risk 

and the euro is a big attraction in itself for those 
investors who favour assets that are relatively 
immune to market swings and who have so far 
been cautious about the euro's outlook. 
"Most institutional investors remain underweight 
(euro assets) and many currency investors have 

been trying to time the top of the euro rally in 
the last few months, indicating the level of 
scepticism that still persists in the market," said 

James Binny, head of currency for EMEA at State 
Street Global Advisors in London.  
Recent Reuters equity polls have highlighted the 
long-term scepticism among banks and strategy 

desks, with analysts' forecasts consistently 
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undershooting market prices. 

The euro's strength also indicates the headwinds 

for the U.S. economy and currency as markets 
have reduced their expectations of Federal 
Reserve interest rate increases this year, a 
major support for the dollar. 
"Since the start of the year, we have been 
trimming our growth forecasts for the U.S. while 

the momentum is behind the euro zone 
economy," said Stephen Gallo, European head of 
FX strategy at BMO Financial Group in London. 
LINE IN THE SAND 
But the euro's rise will raise some concerns 
among ECB policymakers which may be 
mentioned at the next Governing Council 
meeting on Sept. 7. 

While the currency's strength received only a 

passing mention in minutes of their July 
meeting, analysts say it will play a prominent 
role during discussions this time. 
Rapid gains by the euro are worrying a growing 
number of ECB policymakers, raising the chance 
that its asset purchases will be phased out only 

slowly, three sources familiar with discussions 
told Reuters. 
The ECB did not comment for this article.  
"The ECB is in a delicate situation as it will have 
to pull a rabbit out of its hat to slow the euro 
rally and merely talking down the currency won't 
help," said Thomas Flury, global head of 

currency strategy at UBS Group AG. 
 
($1 = 0.8438 euros) 
(Reporting by Saikat Chatterjee; Additional reporting 
by John Geddie, Helen Reid and Balazs Koranyi in 
FRANKFURT; editing by David Stamp) 
(( saikat.chatterjee@thomsonreuters.com ; +44-20-
7542-1713; Reuters Messaging: 
saikat.chatterjee.reuters.com@reuters.net )) 
 
 

Bulgaria 

Bulgaria expects fiscal surplus of 2.2 

pct at end August  

31-Aug-2017  

SOFIA, Aug 31 (Reuters) - Bulgaria expects a 

fiscal surplus of 2.2 percent of gross domestic 
product through August compared with a 
surplus of 3.7 percent in the same period a 
year ago, the finance ministry said on 
Thursday. 

The ministry also said the Balkan country 
recorded a surplus of 2.0 percent of GDP at the 
end of July compared with 3.7 percent for the 
first seven months of 2016 as social and health 

spending rose. 
Bulgaria is targeting a deficit of 1.4 percent of 
GDP for this year in a budget that projects 
higher revenues and spending. 
The Black Sea state has pegged its lev currency 

to the euro, in a regime that prevents the 

central bank from setting interest rates and 
leaves fiscal policy as one of the few tools it has 
to influence the economy. 
Bulgaria ended 2016 with a surplus of 1.6 

percent after initially targeting a deficit of 2.0 

percent. The windfall was mainly caused by 

delays in administering EU-backed projects, 
which reduced capital spending, while economic 
growth exceeded forecasts. 
Government revenue in the first seven months 
of 2017 rose 6.7 percent from the same period 
in 2016 to 20.5 billion levs ($12.45 billion). 

Spending rose to 18.5 billion levs from 17.3 
billion a year ago. 
Fiscal reserves held under the currency regime 
pegging the lev to the euro stood at 11.7 billion 
levs at the end of July. 
 
($1 = 1.6469 leva) 
(Reporting by Angel Krasimirov; Editing by Mark 
Potter) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510;)) 
 
 

Montenegro 

Montenegro sells 32.5 mln euro in 182-

day T-bills  

30-Aug-2017  
PODGORICA (Montenegro), August 30 (See 
News) - Montenegro sold on Tuesday 32.5 

million euro ($38.8 million) worth of 182-day 
Treasury bills, the central bank said. 

The annual yield on the issue fell to 1.32% from 

1.53% achieved at the previous auction of 182-
day Treasury bills held on August 21 the central 
bank said in a statement on Tuesday. 
The government securities will mature on 
February 28, 2018. 
 
($ = 0.83696 euro) 

Copyright 2017 See News. All rights reserved. 
 
 

Poland 

Poland to offer bonds due 2019-2027 

at switch tender on Sept 14  

31-Aug-2017  
WARSAW, Aug 31 (Reuters) - Poland will offer 

to sell treasury bonds maturing in April 2019, 
November 2022, January 2023, January 2026 
and July 2017 at a switch tender on 
September 14, the finance ministry said on 
Thursday. 

In exchange for the papers the ministry said it 

would buy back papers due October 2017, 
January 2018, April 2018 and July 2018. 
Switch tenders are non-cash operations at which 
the ministry changes papers nearing their 
maturity for those with a longer one. 
The ministry also said it does not plan treasury 

bond or bill sale tenders in September.  

 
(Reporting by Agnieszka Barteczko; Editing by Marcin 
Goclowski) 
(( lidia.kelly@thomsonreuters.com ; +48 22 653 9722; 
Reuters Messaging: 



 

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 

  9 

lidia.kelly.reuters.com@reuters.net )) 
 
 

Romania 

Romania to set up sovereign wealth 

fund to finance domestic projects  

31-Aug-2017  
BUCHAREST, Aug 31 (Reuters) - The Romanian 

government aims to send to parliament by the 
end of September a bill to set up a sovereign 
wealth fund (SWF), pending the European 
Commission and Eurostat approval, the 
finance ministry said. 

Traditionally, wealthy nations use SWFs to invest 

their surplus billions overseas to prevent 

inflation at home, diversify income streams and 
accumulate savings for the day when commodity 
revenues run out.  
However, in Romania the SWF, a policy objective 
of the ruling Social Democrats, would hold a mix 
of cash and equity in some of the state's most 

profitable companies to generate income and 
finance domestic investment including roads and 
hospitals. 
Analysts and investors have said the fund 
could potentially make the companies more 
efficient, while others have expressed concern 
over the appointment of the fund's 
management which runs the risk of being 
politicised. 

Critics worry that domestic-focused funds in 
general can fall prey to a misallocation of 
resources or outright corruption, citing the 
example of Malaysia's 1MDB, which is the focus 
of money-laundering probes in at least six 
countries. 
The portfolio would include controlling or 

minority stakes in 27 companies in the 
transport, pharmaceutical and energy sectors 
and cash of 1.85 billion lei ($480 million) to be 
disbursed in stages over three years, a draft bill 
put up for public debate on Wednesday night 
showed. 
The companies are both listed, such as state-

owned gas producer Romgaz and unlisted, like 

hydro power producer Hidroelectrica, and a full 
asset evaluation should occur within 60 days of 
the fund's creation, the ministry said. 
Their overall nominal accounting value stood at 
45 billion lei ($11.67 billion) in 2015, it added. 
The fund will be managed by a supervisory 
council of nine people selected by the finance 
ministry through a process it said will be 
transparent. The council, which will have an 
initial term of 18 months and a mandate to set 
up the fund, will then need to select a 
management board of seven. 

The finance ministry must approve the SWF's 
investment strategy and plan, but it will then 
have free reign over managing its assets. Its 

only limitation is that it cannot sell or list 
majority stakes in state companies. 
The ministry has estimated the consolidated 
budget will lose 2 billion lei ($518.03 million) per 
year in dividends that will pour into the fund as 

opposed to the budget as they currently do. The 

fund will not impact the budget deficit or public 

debt. 
 
($1 = 3.8608 lei) 
(Reporting by Luiza Ilie, editing by Pritha Sarkar) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Russia 2030 bond, held by rescued 

Otkritie, falls to 21-mth low  

30-Aug-2017  

LONDON, Aug 30 (Reuters) - Russia's 

sovereign bond maturing 2030 fell more than 
1.3 cent in price on Wednesday, a day after 
Otkritie Bank which holds a significant 
proportion of the issue, was taken over by the 
country's central bank. 

The $10.7 billion bond traded at the lowest level 
since November 2015, according to Tradeweb 
data. 

Otkritie is believed to hold around half of the 
outstanding amount of the 2030 issue. The 
central bank on Tuesday announced a rescue of 
the lender in what was one of the biggest 
bailouts in its history. It said it would take a 
minimum 75 percent stake. 

Other Russian sovereign bonds were mostly flat 

on the day but the size of the 2030 issue meant 
the average Russian sovereign bond yield spread 
over U.S. Treasuries rose 11 basis points on the 
day. The broader index was flat. 
"The only reasonable explanation is that 
(Otkritie) are being forced to sell the bonds to 
get some cash," said Societe Generale strategist 

Regis Chatellier. "I don't see pressure elsewhere 
(on the Russian curve)." 
 
(Reporting by Sujata Rao; editing by Alexander 
Winning) 
( sujata.rao@thomsonreuters.com ; 44 20 7542 6176 
; Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net)  
 
 

Serbia 

Serbia sells below target 15.2 bln 

dinars (127.6 mln euro) of 3-yr  

31-Aug-2017  

BELGRADE (Serbia), August 31 (SeeNews) – 
Serbia sold on Thursday 15.2 billion dinars 
($151 million/127.6 million euro) of three-
year Treasury notes in a reopening of the 
issue, well below its target of 53.9 billion 
dinars, the finance ministry said. 

The yield settled at 4.8%, down from the 4.9% 
rate at the previous auctions of the issue, held 
on August 2, and from the 5% of the issues held 

on April 3, April 11, May 4 and July 6, the 
ministry said in a statement. 

mailto:sujata.rao.thomsonreuters.com@thomsonreuters.net
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Demand for the T-notes, which mature on April 

5, 2020, totalled 17.2 billion dinars. 

The sold government securities were equal to 
28.11% of target. 
 
(1 euro = 119.078 dinars) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Slovenia 

Slovenia's central bank urges further 

deficit cuts  

29-Aug-2017  

LJUBLJANA, Aug 29 (Reuters) - Slovenia should 

use good economic conditions to further 
reduce its budget deficit, the Bank of Slovenia 
said on Tuesday, noting the deficit is falling 
faster than it had expected last year. 

The government has halved its deficit plan for 
2017 to 0.8 percent of GDP and said the deficit 
should fall to around 0.2 percent in 2018. Last 
year the deficit was 1.8 percent of GDP. "Faster 

reduction of deficit is the consequence of 
improved economic conditions which are 
increasing tax income and reducing social 
benefit payments," the bank said in a statement 
after a regular board meeting. 
"The expected further strengthening of 
economic growth is a good basis for further 
improvement of public finances. The key will 

be to keep spending within the planned 
amount," it added. 

Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 
returned to growth a year later and the 
government expects the economy to expand by 
3.6 percent this year from 2.5 percent in 2016, 
boosted by exports, investment and private 

spending. 
 
(Reporting By Marja Novak; editing by Susan Thomas) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 

LATIN AMERICA 

 

Moody's says political risk poses major 

challenges to credit in Latin America  

29-Aug-2017  
Aug 29 (Reuters) - Moody's: 
Moody's says political risk poses major 
challenges to credit in Latin America. 

Moody's says according to Moody's, countries 

with high or medium levels of susceptibility to 
political event risk include Venezuela and 
Argentina. 

Moody's says political risk is comparatively more 
moderate in Brazil, Colombia, Peru, Mexico and 
Chile. 
Moody's - Political risk across LatAm major 

challenge for LatAm issuers, as it can potentially 

threaten economic growth, policy reforms, 

financing conditions. 

Moody's says heightened political risk in Latin 
America "raises investors' concerns about 
negative policy outcomes affecting market 
confidence". 
Moody's - In venezuela, credit impact of political 
risk is most obvious, leading to very high 

probability of default by sovereign, national oil 
company PDVSA. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Argentina 

Argentina to cut subsidies by 0.6 pct of 

GDP in 2018  

31-Aug-2017  
By Eliana Raszewski and Luc Cohen 

BUENOS AIRES, Aug 31 (Reuters) - Argentina 

plans to cut energy and transportation 
subsidies worth 0.6 percent of gross domestic 
product next year as the government aims to 
lower the fiscal deficit to 3.2 percent of GDP, a 
Treasury Ministry official told Reuters on 
Thursday.  

The government is also depending on economic 
growth to increase tax revenues, and on public-

private partnerships and a more efficient public 
sector to reduce spending, said the source, who 

asked not to be identified before the 2018 
budget plan is officially presented to Congress in 
early September.  
Spending on subsidies for electricity and home-
heating natural gas ballooned under populist 

former President Cristina Fernandez, winning her 
support among the poor but raising the alarm 
among economists who warned that fiscal 
deficits were becoming unsustainable.  
Current President Mauricio Macri began cutting 
subsidies in order to balance the budget shortly 

after taking office in December 2015. Hikes in 
gasoline, public transit and utility prices are key 
to the government's goal to cut the deficit to 4.2 

percent of GDP in 2017, down from 4.6 percent 
last year. 
Government spending on such subsidies is 
expected to fall to 2.5 percent of GDP by the 
end of 2017, down from 3.6 percent last year, 

according to a J.P. Morgan report. With a 0.6-
percentage point reduction next year, total 
subsidies spending would thus fall to 1.9 
percent of GDP by the end of 2018.  

The source said government infrastructure 
spending in 2018 would remain in line with this 
year, but that total public works investment 
would increase because of private capital. The 
new public-private partnership program is 

expected to attract around 100 billion pesos 

($5.77 billion) next year, or roughly 1 percent of 
GDP, the source said.  
Cuts to social security and welfare programs are 
not expected, according to the source.  
 
($1 = 17.3200 Argentine pesos) 
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(Reporting by Eliana Raszewski and Luc Cohen; Editing 
by Alistair Bell) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 

 
 

Brazil 

Brazil's central govt budget deficit 

widens in July  

29-Aug-2017  

BRASILIA, Aug 29 (Reuters) - Brazil's central 

government budget deficit widened 
unexpectedly in July, Treasury data showed 
on Tuesday, as the government works to 
approve easier fiscal targets in Congress and 
avoid crippling spending cuts. 

The central government, which includes federal 
ministries, social security and the central bank, 

posted a primary budget deficit of 20.15 billion 
reais ($6.4 billion) last month, up from 19.79 
billion reais in June. Analysts had forecast a July 
deficit of 18.3 billion reais in a Reuters Poll.  
 
($1 = 3.167 reais) 
(Reporting by Silvio Cascione; Editing by Chizu 
Nomiyama) 
((Twitter: tx_marcelo; marcelo.teixeira@tr.com ; 5511 
5644 7707; Reuters Messaging: 
marcelo.teixeira.thomsonreuters.com@reuters.net )) 

 
 

Colombia 

Colombia central bank cuts interest 

rate to 5.25 pct, as expected  

31-Aug-2017  
By Julia Symmes Cobb and Nelson Bocanegra 
BOGOTA, Aug 31 (Reuters) - Colombia's central 

bank board lowered the benchmark interest 
rate by 25 basis points to 5.25 percent on 
Thursday, taking advantage of falling inflation 
to try to boost sluggish economic growth. 

The board has been grappling for more than two 

years with the pressures of a weak economy, 
caused by the global drop in oil prices, and 
inflation that peaked at almost 9 percent in mid-
2016, more than double the bank's long-term 
target range.  
The reduction, predicted by a majority of 

analysts in a Reuters survey, is the seventh 
consecutive cut and the eighth overall since 
the board began reductions in December. 

Four of seven board members backed the 
decision, the statement said. Two of the 
remaining members voted to reduce the rate by 
50 basis points, while the final policymaker 
voted to hold the rate. 

Thursday's cut may be one of the last for the 

year, bank chief Juan Jose Echavarria said, 
adding some economic indicators suggest the 
interest rate is close to a neutral level. 
"The discussion was about how close we are 
getting to a neutral rate, we think we are 
closer," Echavarria said. "This could perhaps be 

one of the final reductions of the year, although 

we always have to look at the new information 

available each month." 
Thirteen of 19 analysts polled by Reuters this 
month said this cut would mark the last of 2017, 
while the other six leaned toward one more 
reduction. 
It is expected the bank will return to cuts next 

year. 
Domestic demand has accelerated more than 
expected thanks to government spending, the 
board said in a statement, but the dynamics of 
household consumption are still weak. 

The economy grew 1.3 percent in the second 
quarter, slightly less than expected by the 
market, but policymakers expect higher growth 

in the second half of the year, the statement 

said. 
"Available economic activity figures suggest that 
the slowdown in the economy bottomed out and 
that higher growth can be expected during the 
second half," the statement said. 
Food prices have fallen, the board added, and 

inflation figures were better than expected, 
allowing for the rate reduction. 
Twelve-month inflation fell to 3.4 percent last 
month, the second month in a row the figure has 
been within the bank's 2 to 4 percent target 
range. 
But inflation is still likely to increase slightly 

before the end of 2017 and uncertainty remains 
about whether it will be within the target range. 

 
(Reporting by Julia Symmes Cobb and Nelson 
Bocanegra; Editing by Peter Cooney and James 
Dalgleish) 
(julia.cobb@thomsonreuters.com ; +571-518-5381) 
 
 

Mexico 

Mexico central bank chief sees inflation 

near 3 pct by 3rd-qtr 2018  

31-Aug-2017  

MEXICO CITY, Aug 31 (Reuters) - Mexican 

central bank chief Agustin Carstens on 
Thursday said that inflation, which is running 
above 6 percent, had been driven higher by 
transitory shocks and that the pace of 
consumer price gains was near its peak.  

Carstens, according to an e-mailed copy of a 
presentation made at a university in Nuevo Leon 
state, said he expected inflation to fall back to 

around the central bank's 3 percent target by 
the third quarter of next year. 
 
(Reporting by Michael O'Boyle) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
 
 

Peru 

Peru to issue up to $6 bln in local, 
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international bonds in 2018  

30-Aug-2017  

LIMA, Aug 30 (Reuters) - Peru plans to issue 

up to $6 billion in local and international 
bonds next year in one or more sales, the 
government said in a budget proposal sent to 
Congress on Wednesday.  

The budget includes 157.2 billion soles ($48.52 
billion) in government spending, an increase of 

10 percent compared with this year to rebuild 
infrastructure devastated by severe flooding 
earlier this year and revive economic growth. 
Officials had announced the spending plan last 
week. 
 
($1 = 3.2390 soles) 
(Reporting by Marco Aquino; Writing by Luc Cohen; 
Editing by James Dalgleish) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Venezuela 

Venezuela says U.S. sanctions 

designed to push Venezuela to default  

26-Aug-2017  
CARACAS, Aug 25 (Reuters) - Venezuelan 

President Nicolas Maduro said on Friday his 
U.S. counterpart Donald Trump's executive 
order prohibiting dealings in new debt from 
the Venezuelan government or its state oil 

company PDVSA was designed to push the 
crisis-hit country into default and essentially 
forces the closure of its U.S. refining unit 
Citgo. 

Maduro added in a TV address from the 
presidential palace that a preliminary analysis 
showed the sanctions would impede Venezuela's 
crude exports to the United States. 
 
(Reporting by Deisy Buitrago; Writing by Girish Gupta; 
Editing by Alexandra Ulmer and James Dalgleish) 
 
 

Fitch downgrades ratings on Venezuela 

to 'CC'  

30-Aug-2017  

Aug 30 (Reuters) - Fitch: 
Fitch downgrades Venezuela's ratings to 'CC'. 
Downgrade reflects view that default is 
probable given reduction in financing options 
for Venezuela after imposition of additional 
sanctions by U.S. government. 

Venezuela's economic recovery is likely to be 
constrained by prospect of continued tight FX 

financing/liquidity conditions, declines in oil 
production. 
Says U.S. sanctions on Venezuela will 

exacerbate country's already weak external 
liquidity . 
Says Venezuela's external financing needs for 
2018 are expected to remain high in context of a 

current account deficit and amortization needs. 
 

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

AFRICA 
 
 

 

Angola 

Angola to issue $2 bln Eurobond  

28-Aug-2017  
LUANDA, Aug 28 (Reuters) - Angola is in talks 

with banks to issue $2 billion worth of 

Eurobonds, its Finance Ministry said on 
Monday, as Africa's second largest crude 
producer looks to raise money in the midst of 
an economic crisis caused by a fall in the price 
of oil. 

The Finance Ministry said in a statement the 
purpose of the Eurobond issuance was to help 
lengthen the maturities of Angola's debt and 
provide a reference point for national borrowers 

looking to access international markets. 
No bank has yet been selected to lead the debt 
issuance, it said, denying media reports that 
Russian bank VTB Bank PJSC had already been 
chosen. 
"This process has several strategic objectives, 
namely the extension of the debt profile and the 

creation of a reference price for national 
agents," the finance ministry said. 
The debt issuance was approved Aug. 4 by 

presidential decree. Angola first issued a 
Eurobond in October 2015. 
After years of rapid oil-fueled growth, 
averaging 7.2 percent between 2003 and 

2015, Angola’s economy shrank 3.6 percent 
last year, according to government data 
published in April but later removed from its 
website. 

Following elections last week, a new president 
will take office in September, replacing Jose 
Eduardo dos Santos who ruled Angola for 38 
years. Provisional results released on Friday 
gave a resounding victory to the ruling MPLA 

party and its presidential candidate, João 
Lourenço.  

Lourenço has promised to revive the country's 
economy by diversifying away from oil and 
attracting more foreign investment. He has not 
ruled out negotiating a deal with the World Bank 

or the International Monetary Fund.  
 
(Reporting by Stephen Eisenhammer; Editing by 
James Macharia) 
(( Tanisha.Heiberg@thomsonreuters.com ; 
+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
 
 

Cameroon 

Cameroon GDP growth to slow to 

around 4 percent this year  

30-Aug-2017  
ABIDJAN, Aug 30 (Reuters) - Cameroon's 

mailto:Bangalore.newsroom@thomsonreuters.com
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economic growth rate will slip to around 4 
percent this year, down from a revised 2016 

rate of 4.5 percent because of a slowdown in 
its oil and gas sector, the International 
Monetary Fund (IMF) said on Wednesday.  

The IMF, which completed a review mission to 
the country on Tuesday, said growth was mainly 
held back by the continued decline in oil 
production and delays in the launch of a new 
natural gas field. 

"The economic outlook for 2018 is positive, 
albeit subject to downside risks. Growth should 
improve to about 4.2 percent, due to the entry 
into production of the new offshore natural gas 
platform," said Corinne Delechat, the head of 
the mission. 
The IMF approved a $666 million, three-year 

extended credit facility in June for Cameroon, 
which has been hit hard by the global decline in 
crude prices. 
The government has also been forced to 
concentrate resources on combating the threat 
of Islamist Boko Haram militants along its 

northwestern border with Nigeria. 
"In the medium term, growth should gradually 
increase further to 5 to 5.5 percent as key 
infrastructure projects are completed, including 
hydroelectrical power plants, the deep-sea port 
and roads," Delechat said. 
Cameroon, meanwhile, recorded year-on-year 

inflation of 0.6 percent at the end of June.  
 
(Reporting by Joe Bavier, editing by Jeremy Gaunt) 
(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
 
 

Egypt 

Egypt's growth rises, foreign debt and 

investment surge  

30-Aug-2017  
CAIRO, Aug 30 (Reuters) - Foreign borrowing 

and direct investment helped drive Egypt's 

economy up 4.9 percent year-on-year in the 
fourth quarter of its 2016-17 fiscal year, a 
Finance Ministry report showed on 
Wednesday. 

It compared with a 2.3 percent year-on-year rise 
in gross domestic product in the fourth quarter a 
year ago. The fiscal year runs until the end of 
June. 

Egypt last November signed a $12 billion three-
year International Monetary Fund loan 
agreement tied to sweeping economic reforms 
such as tax hikes and subsidy cuts that the 
government hopes will lure back foreign 
investors who fled after the 2011 uprising. 
Foreign direct investment in the 2016-17 fiscal 

year jumped 27.5 percent from a year earlier, 

the report showed.  
Egypt's foreign debt meanwhile rose 38.4 
percent, to $73.9 billion at the end of March 
2017, up from $53.4 billion in March 2016. 
The cash-strapped country has been borrowing 

from abroad to fund its budget deficit and boost 

its balance of foreign reserves after a years-long 

dollar shortage sapped its ability to import and 
slowed economic activity. 
The budget deficit during the first nine months 
of 2016-17 narrowed to 9.5 percent of GDP from 
11.5 percent in the same period a year earlier, 
the report showed.  

The government has so far received an initial $4 
billion tranche of its IMF loan and sold $7 billion 
in five-, 10- and 30-year Eurobonds this year, 
returning to international markets for the first 
time since 2011. 
This borrowing has helped push up Egypt's 

foreign reserves, which hit a record $36.04 
billion at the end of July 2017. 
Reserves stood at just $19.041 billion in 

October, just before the central bank floated the 
pound currency and the government kicked off 
its IMF-backed reform programme. 
 
(Reporting by Ahmed Aboulenein and Eric Knecht) 
(( ahmed.aboulenein@thomsonreuters.com ; +20 2 
2394 8097; Reuters Messaging: 
ahmed.aboulenein.thomsonreuters.com@reuters.net )) 
 
 

Ghana 

IMF approves one-year extension of 

Ghana aid programme  

31-Aug-2017  
By Kwasi Kpodo 
ACCRA, Aug 30 (Reuters) - The International 

Monetary Fund (IMF) approved an extension 
of an aid package for Ghana initially worth 
$918 million that will see the programme 

continue for an extra year beyond its original 
April 2018 end date, it said on Wednesday. 

The decision was made during a meeting of the 
Fund's executive board that also approved a 
tranche of $94.2 million in balance of payment 
support following the fourth review of the West 
African nation's programme.  
Ghana, which exports cocoa, gold and oil, signed 

onto the programme in April 2015 hoping to 

restore fiscal balance to an economy dogged by 
budget deficits, rising public debt and inflation. 
Wednesday's successful review had been 
delayed after the new government of President 
Nana Akufo-Addo opened new negotiations with 

the IMF aimed at getting the programme back 
on track after it suffered significant setbacks last 
year. 
"The authorities have taken some 
encouraging steps and the economy is 
showing signs of recovery," the IMF said in a 
statement. 

It called for additional efforts to address revenue 
shortfalls and full enforcement of expenditure 

control measures to contain spending and 
prevent the recurrence of domestic arrears. 
Ghana should also tackle energy sector 
inefficiencies, particularly improving the 
management of the state-owned enterprises, the 
statement added. 



 

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 

  14 

Deputy Finance Minister Charles Adu Boahen 

praised the thumbs up from the board. 

"It's positive news. The government team has 
worked really hard on ensuring that we met all 
the prior actions before the deadline," Boahen 
said. 
The extension of the programme puts to rest 
uncertainties created by Akufo-Addo's 

announcement in July that Ghana would not 
seek an extension, a pronouncement that ruffled 
markets and led to sharp decline of the local 
currency. 
 
(Reporting by Kwasi Kpodo; Editing by Joe Bavier and 
David Gregorio) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
 
 

Ivory Coast 

Ivory Coast to issue 80 bln CFA 

synthetic instrument on Sept 12  

31-Aug-2017  
ABIDJAN, Aug 31 (Reuters) - Ivory Coast will 

issue a 80 billion CFA-franc ($146.79 million) 
synthetic instrument, the West African 
nation's first, on Sept. 12, to raise financing 
for its budget, the treasury of said on 
Thursday. 
The instrument will comprise an assortment of 

treasury bonds and fungible treasury bonds of 
varying amounts, maturities and interest rates 
and will be sold to investors across the eight-
nation CFA franc currency zone.  
 
($1 = 545.0000 CFA francs) 
(Reporting by Loucoumane Coulibaly; Editing by Joe 
Bavier, Larry King) 
(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
 
 

Kenya 

Kenya's dollar bonds, shilling fall after 

court nullifies election  

01-Sep-2017  
LONDON, Sept 1 (Reuters) - Kenya's dollar 

bonds fell on Friday after the country's 
Supreme Court identified "irregularities" in 
last month's presidential election and said the 
country must hold another vote within 60 
days. 

The $2 billion sovereign bond maturing 2024 fell 

1.25 cents to 103.5 cents, according to Trade 
web data, its lowest since mid-August. The 2019 
issue fell 0.75 cents to $102.75 cents.  

The Kenyan shilling also came under selling 
pressure, falling 0.3 percent against the dollar.  
The Supreme Court said the electoral board had 
committed "irregularities and illegalities" during 

the vote, harming the integrity of the election 

that handed President Uhuru Kenyatta a second 

five-year term. 

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

Mozambique 

Moody's says Mozambique's Caa3 

rating captures risk of sizeable losses 

for private creditors from default  

31-Aug-2017  

Aug 31 (Reuters) -  
Moody's: Mozambique's Caa3 rating captures 
risk of sizeable losses for private creditors 
from default. 

Moody's on Mozambique - reflect expectations 
that ongoing default event will result in sizeable 
losses for private creditors. 
Moody's on Mozambique - negative outlook on 

rating reflects risks related to losses for private 
sector creditors. 
Moody's - forecasts that Mozambique's GDP 
growth will rise to 4.7% in 2017 from 3.8% in 
2016. 
Moody's on Mozambique - Mozambique's 

government has not made payments on 
several debt instruments since the beginning 
of 2017, pending a restructuring. 

Moody's on Mozambique - the government's 
track record of defaults indicates its low 
willingness to prioritise debt payments. 
Moody's on Mozambique - fiscal strength is 
assessed as being "very low (-)", reflecting high, 

rising government debt levels. 
Moody's - forecasts that Mozambique has good 
long-term growth prospects. 
Moody's - Mozambique government may seek to 
impose larger losses to private creditors, which 
would increase likelihood of IMF being willing to 
provide financial support. 

 
(( Bangalore.newsroom@thomsonreuters.com ;) 
 
 

Namibia 

Namibia's foreign reserves hit new 

high in July  

31-Aug-2017  
WINDHOEK, Aug 31 (Reuters) - Namibia's 

foreign reserves climbed to a new high at the 
end of July, rising to 33.7 billion Namibian 
dollars ($2.59 billion)from N$28.5 billion at 

the end of June, official data showed on 
Thursday. 

The increase in the reserves was attributed to 
the repatriation of funds by financial institutions 
from South Africa worth N$2 billion, aided by a 
N$3 billion African Development Bank (AfDB) 
loan and repayments by the National Bank of 
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Angola.  

Angola still owes Namibia about US$200 million 

from a failed currency conversion deal that went 
into effect in June 2015 and collapsed six 
months later. Four repayments are left, in 
September, December, March 2018 and June 
2018, in equal amounts of US$51 million.  
 
($1 = 13.0025 Namibian dollars) 
(Reporting by Nyasha Nyaungwa, editing by Larry 
King) 
(( Parikshit.Mishra@thomsonreuters.com ; +91 80 
6749 6026; )) 
 
 

South Africa 

South Africa's inflation target should 

be lower  

30-Aug-2017  
JOHANNESBURG, Aug 30 (Reuters) - The South 

African central bank's 3-6 percent inflation 
target range should probably be lower to 
bring it into line with emerging market peers, 
Governor Lesetja Kganyago said on 

Wednesday. 

"A frank reassessment of the 3-6 percent 
inflation target range, which is now almost 18 
years old, would probably conclude that the 
target should be lower," Kganyago said in a 
public lecture.  

"My economists have worked on the numbers, 

and they report that if we want an inflation rate 
in line with our trading partners, we should be 
aiming for 3-4 percent, that is not where we are 
today."  
South Africa's Deputy Finance Minister Sfiso 
Buthelezi said in July there was a need to debate 
whether the 3-6 percent range - which is a 

government policy - was still relevant. 
"Nowadays most emerging markets have 
targets of around 3 percent or 4 percent. For 
instance, India adopted a 4 percent inflation 
target last year, and Brazil has just revised its 
target down to 4 percent," Kganyago added. 

South Africa's consumer price inflation fell to 4.6 

percent year-on-year in July, its lowest in nearly 
two years, boosting the chances of further 

interest rate cuts by the central bank. 
Kganyago's comments come after a court on 
Aug. 15 rejected a call by the anti-graft 
watchdog for the central bank to focus its 
monetary policy on boosting economic growth 
instead of on fighting inflation and keeping the 

rand currency stable. 
Public Protector Busisiwe Mkhwebane, whose job 
is to ensure proper conduct in public office, 
sparked a political row and a big sell-off of the 
rand when she proposed the change in the 
central bank’s monetary policy target in June. 
 
(Reporting by Olivia Kumwenda-Mtambo; Writing by 
Nqobile Dludla; Editing by Robin Pomeroy and Mark 
Potter) 
(( nqobile.dludla@thomsonreuters.com ; 
+27117753126; Reuters Messaging: 
nqobile.dludla.thomsonreuters.com@reuters.net )) 

 
 

Uganda 

Rates on Ugandan Treasury bills 

decline on all tenors  

30-Aug-2017  
KAMPALA, Aug 30 (Reuters) - Yields on 

Uganda's Treasury bills declined across all 
tenors at an auction on Wednesday, where a 
total of 165 billion shillings ($45.90 million) 
worth of debt was on offer. 

The central bank said in a statement the rate on 
the benchmark 91-day bill edged down to 9.796 

percent, from 9.873 percent fetched at the 
previous sale on Aug 16. 

 
($1 = 3,595.0000 Ugandan shillings) 
(Reporting by Elias Biryabarema; Editing by Maggie 
Fick) 
((Email: elias.biryabarema@thomsonreuters.com ; Tel. 
+254 20 499 1232; Reuters Messaging: 
elias.biryabarema.thomsonreuters.com@reuters.net )) 
 

ANALYSIS 

 

Fiscal stimulus in downturns is safe 

even when debt is high 

26-Aug-2017  

SAN FRANCISCO, Aug 26 (Reuters) - 
Government spending in a recession can boost 
a country's economy without permanently 
bloating its public debt, even if the debt is 
already quite large, researchers told an 
influential group of central bankers in 
Jackson, Wyoming, on Saturday. 

"Expansionary fiscal policies adopted when the 
economy is weak may not only stimulate output 
but also reduce debt-to-GDP ratios," University 
of California, Berkeley, professors Alan Auerbach 
and Yuriy Gorodnichenko said in a paper 
presented at the Kansas City Federal Reserve's 
annual economic symposium. 

The symposium's focus this year is on how best 

to foster a stronger global economy.  
After the 2007-2009 global financial crisis, fear 
of ballooning public debt pushed fiscal 
authorities in some countries to ratchet back 
government spending, a tactic that economists 

now think may have slowed recovery.  
But with debt levels high by historical 
standards in many countries, including the 
United States where debt is about 76 percent 
of the nation's output, policymakers worry 
about the drag on growth. 

The research presented Saturday offers new 
evidence that fiscal stimulus in a recession is not 
only safe but effective even in heavily indebted 

countries.  
That may be particularly welcome news to 
central bankers including Federal Reserve Chair 
Janet Yellen and European Central Bank chief 
Mario Draghi, who face limited options of their 
own to combat a future downturn, given existing 
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low interest rates and low inflation rates in their 

economies.  
Politicians in Washington are preparing for a 
potential showdown over U.S. debt next 
month, with Treasury Secretary Stephen 
Mnuchin warning that unless Congress lifts 
the country's debt ceiling by Sept. 29 the 
government will no longer be able to pay its 
bills. Republicans have tried to use past debt 
ceiling debates as leverage to restrict 
government spending. 

The University of California researchers warned 

in their paper that fiscal stimulus when an 
economy is strong can indeed add to debt 
burdens and slow long-run growth.  
"Our results should not be interpreted as an 
unconditional call for an aggressive government 
spending in response to a deteriorating 

economy," they wrote.  
Still, they argued, the evidence suggests that 
fiscal spending during a downturn has less risk 
of downside than is often thought.  
"With tight constraints on central banks, one 
may expect -- or maybe hope for -- a more 
active response of fiscal policy when the next 

recession arrives," they wrote.  
 
(Reporting by Ann Saphir; Editing by Leslie Adler) 
(( Ann.Saphir@thomsonreuters.com ; 415-677-2516; 
www.twitter.com/annsaphir; Reuters Messaging: 
ann.saphir.thomsonreuters.com@reuters.net )) 
 

GLOBAL 

 

The bond market defies the doomsters  

31-Aug-2017  
People keep calling the bond market a bubble. 

But it hasn't popped yet. 
The yield on the ten-year Treasury bond fell to 
2.13% on August 28th, after North Korea 
fired a missile over Japanese territory. 
Investors tend to buy government bonds 

when they feel risk-averse. That will have 
come as a surprise to those commentators who 
have called the bond market a "bubble" that is 

sure to burst; one British magazine made this a 

cover story back in September 2001. Every time 
the ten-year yield falls close to 2%, press 
references to a bond bubble seem to increase. 
It is not just the press. Investors have been 
cautious about bonds for a while; the vast 
preponderance of fund managers polled by Bank 
of America Merrill Lynch in January had a 

smaller holding than usual in the asset class, 
just as they did in January 2016. But while 
inflation stays subdued, and central banks 
maintain short-term rates at historically low 
levels, government bonds seem able to attract 
buyers. Japan's government bond yields have 

been very low since the start of the millennium; 

those betting on a crash in the Japanese market 
have lost money so often that the trade became 
known as the "widow maker". If the US bond 
market is a bubble, it has taken a long time 
popping. 

 
Copyright (c) 2017 The Economist Newspaper Limited. 
All rights reserved. 

 
 

 


