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ASIA 
  

Sukuk issuance to stabilise in 2019, 

says Fitch  

31-Jan-2019  

(CPI FINANCIAL)-Sukuk issuance with a 

maturity of more than 18 months from the 
GCC region, Malaysia as well as Indonesia, 
Turkey and Pakistan totalled $39.8 billion in 
2018 - a decline of nearly one-third from the 

previous year. 

Fitch ratings said that Sukuk issuance is more 
likely to recover in 2019 than fall further owing 
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to the oil prices projected to average $65 per 

barrel. 
In a report, Fitch stated that average oil price 
will support both conventional as well as 
Sukuk issuance and debt issuance will 
constitute a larger share of GCC sovereigns' 
funding given reduced drawdowns from 
government reserves. 

Indonesia made history last year by issuing the 
first sovereign green Sukuk. Also, the UAE's new 

debt law is expected to support the federal 
government to issue sovereign bonds and 
Sukuk. 
Similarly, Saudi Arabia among other sovereigns 
maintained regular Sukuk issuance in their 
domestic market last year to improve market 
functioning and liquidity. Fitch expects this trend 

to take time to translate into large-scale 
corporate Sukuk issuance is regions where 
banks remain the primary source of debt 
funding, especially in the GCC. 
Additionally, recent initiatives to boost 
standardisation include the agreement between 
the Malaysia-based Islamic Financial Services 

Board (IFSB) and the Accounting and Auditing 
organisation for Islamic Financial Institutions 
(AAOIFI) in Bahrain to cooperate on prudential, 
Shari'ah accounting and governance standards is 
also expected to stabilise Sukuk issuance. 
However, long-standing constraints on the 

expansion of Islamic finance remain, notably the 
lack of standardisation of product structure, 

documentation as well as financial reporting and 
Shari'ah codification. 
 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
 
 

China 

China reduces minimum spread for 

local govt bond issues  

29-Jan-2019  
SHANGHAI, Jan 29 (Reuters) - Chinese 

regulators have reduced the minimum 
required spread for local government bonds 
over Chinese treasury bonds of the same 
maturity, sources with direct knowledge of 
the matter told Reuters on Tuesday. 

Local governments will be allowed to issue 
bonds with a minimum spread of between 25 

and 40 basis points over equivalent treasury 
bonds, compared with a previous minimum 
requirement of a 40 basis point premium, the 
sources said.  
 
(Reporting by the Shanghai Newsroom 
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 )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Moody's Says Chinese Regional And 

Local Governments To See Moderation 

In Revenue Growth, Higher Debt 

Burden   

30-Jan-2019  
Jan 29 (Reuters) -  
Moody's says Chinese regional and local 
governments to see moderation in revenue 
growth, higher debt burden. 

Moody's says slowdown in revenue growth in 
Chinese regional & local governments is driven 

by lower economic growth as well as tax & fee 
cuts. 
Moody's-expect china RLGS' direct debt and 
contingent liabilities to increase because of 
higher anticipated 2019 bond quota and 
persistent funding gap. 

Moody's says slowing in Chinese RLG revenue 
growth will constrain ability to service rising 

debt, particularly for those with already high 
debt burdens. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

China to speed up debt payments to 

small and private firms  

30-Jan-2019  
BEIJING, Jan 30 (Reuters) - Chinese 

government agencies and state firms will 
speed up payments of overdue debt to small 
and private firms, state radio quoted the State 
Council as saying on Wednesday. 

Government agencies and state firms have so 
far paid more than 160 billion yuan ($23.84 
billion) in such liabilities to small and private 
firms, the cabinet said at a regular meeting. 
The cabinet also called for faster wage payments 
to migrant workers ahead of the Lunar New 
Year. 

 
(Reporting by China Monitoring Desk and Kevin Yao; 
Editing by Nick Macfie) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bloomberg to add yuan bonds to debt 

index Move could bring about US$150 

¬billion in inflows to mainland 

markets, analysts say  

31-Jan-2019  
Financial information provider Bloomberg will 

include yuan-denominated government bonds 
in a key global debt index from April as 
Beijing pushes ahead with efforts to open its 
financial markets wider. 

In the latest effort to increase the exposure of 
benchmark ¬indices to mainland securities, the 
company said yesterday the bonds and policy 
bank securities would be added to the US$54 
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¬trillion Bloomberg Barclays ¬Global Aggregate 

Index from April and phased in over a 20-month 

period. 
Mainland Chinese debt will also be eligible for 
inclusion in the Bloomberg Barclays Global 
Treasury and Emerging Markets Local 
Currency Government indices from April. 

"[Yesterday's] announcement represents an 
important milestone on China's path towards 

more open and transparent capital markets, and 
underscores Bloomberg's long-term commitment 
to connecting investors to China," Bloomberg 
chairman ¬Peter Grauer said. 
"With the upcoming inclusion of China to the 
Global Aggregate Index, China's bond market 
presents a growing opportunity for global 

investors." 
When fully implemented, ¬local-currency 
bonds would be the fourth-largest in the index 
¬behind the US dollar, the euro and the yen, 
Bloomberg said. 

Bloomberg said the inclusion came after the 
People's Bank of China, the Ministry of Finance 
and the State Taxation Administration completed 
several market reforms to increase investor 

¬confidence and improve market accessibility. 
The company first announced plans to include 
Chinese government bonds in its indices in 
March last year. 

For passively managed mutual funds and other 
index trackers, the change will increase their 
exposure to mainland securities. 

Andre de Silva, head of global emerging markets 
rates research at HSBC, said in a research note 
yesterday that the inclusion of mainland onshore 
government and policy bank bonds could 
translate into about US$150 ¬billion in inflows 
as funds and ¬other investors reallocated their 
holdings. 

"This announcement is not a surprise to us as 
China had earlier fulfilled all three major 
pre¬requisites for the inclusion," de Silva said. 
The Bloomberg announcement came just days 
after S&P Global Ratings was given formal 
permission by Beijing to open a wholly owned 
credit rating ¬agency to rate mainland domestic 

bonds, the first time a foreign rating agency has 

been licensed to do so. 
 
Copyright (c) 2019 South China Morning Post All rights 
reserved. 
 
 

Georgia 

Georgian central bank cuts key rate to 

6.75 pct from 7 pct  

30-Jan-2019  
TBILISI, Jan 30 (Reuters) - Georgia's central 

bank cut its refinancing rate to 6.75 percent 
from 7 percent on Wednesday, citing forecasts 
suggesting that annual inflation would stay 
close to its 3 percent target this year. 

The rate was unchanged since July last year, 
when the central bank cut it to 7 percent from 
7.25 percent. 

"According to current forecasts, annual inflation 

will be around the target level of 3 percent in the 

mid-term period," a bank statement said on 
Wednesday. 
The bank plans to ease interest rates towards 
a level of 5 to 6 percent over the next two 
years, central bank Governor Koba 
Gvenetadze told Reuters last week. 

Annual consumer prices rose 1.5 percent in 

December, down from 1.9 percent the month 
before and 6.7 percent in December 2017. 
Month-by-month prices in Georgia were up 0.5 
percent in December after climbing 0.7 percent 
in November. 
The bank is due to hold its next policy meeting 
on March 13. 

 
(Reporting by Margarita Antidze; editing by Larry King) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

Fitch Ratings: Indian Budget a Test of 

Commitment to Fiscal Consolidation  

31-Jan-2019   
Fitch Ratings-Hong Kong-January 30: India's 

interim budget, due to be presented on 1 
February, could give some indication of the 
government's commitment to fiscal 

consolidation, which is one of the main 
sensitivities in the sovereign rating, says Fitch 

Ratings. Higher pre-election spending could risk 
a second consecutive year of fiscal slippage 
relative to the government's targets and would 
further delay plans to reduce the high general 
government fiscal deficit and debt burden. The 

final budget for the fiscal year ending in March 
2020 (FY20) will be presented soon after the 
next government takes office following general 
elections, which are due by May 2019. 
Pressure for new expenditure to attract votes, 
particularly among rural and small-business 

owner voters, has increased as polls have shown 

the ruling Bharatiya Janata Party (BJP) is 
becoming less assured of victory in the general 
elections. The BJP has reportedly lost votes in 
some recent state elections due to rural distress 
and public concerns over job creation. Targeted 
cash programmes appear the most likely form of 
support, as they would avoid downside risks of 

alternatives, such as the farm loan waivers that 
undermined the loan repayment culture in the 
past. 
Populist spending would aggravate fiscal 
pressures, which are already building due to 
revenue shortfalls so far in FY19. Revenue from 
the new GST - an important structural reform 

due to its removal of barriers to trade across 
borders - is well below target, for example. We 

believe the central government may still be 
able to meet its fiscal deficit target of 3.3% of 
GDP for FY19, which would help support its 
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fiscal credibility, although this may be 
achieved by deferring capital expenditure and 

postponing bill payments until after March. 

In any case, longer-term trends are more 
important to the sovereign rating profile. 
Officially, the government still aims to adhere to 
a debt ceiling of 60% of GDP by March 2025, as 
adopted under the Fiscal Responsibility and 
Budget Management Act. However, this would 

require significant and politically difficult fiscal 
consolidation. The newly elected government's 
final budget, likely to be presented around July, 
should provide more meaningful guidance on the 
medium-term fiscal outlook. 
Fitch's base-case scenario is that general 
government debt will remain close to 70% of 
GDP in the next few years, which is almost 

double the 'BBB' median of 36.0% and 
continues to constrain India's sovereign 
rating (BBB-/Stable). 

Indian budgets normally offer guidance on plans 
for structural reforms and tax changes. The 
current government could choose in its interim 
budget to signal the reform direction it would 
adopt in a possible second term, but we believe 

it is more likely to include such plans in the final 
budget, in order to allow for negotiations 
between coalition members on more difficult or 
controversial proposals. The government's 
reform efforts have led to a strong improvement 
in the World Bank's Ease of Doing Business 
ranking in recent years, but FDI inflows have 

remained roughly stable as a percentage of GDP 
over the past five years, as there are lingering 
difficulties, such as in enforcing contracts and 
the functioning of the labour market. 
 
Media Relations: Bindu Menon, Mumbai, Tel: +91 22 
4000 1727, Email: bindu.menon@fitchratings.com; 
Leslie Tan, Singapore, Tel: +65 6796 7234, Email: 
leslie.tan@thefitchgroup.com; Wai-Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 

The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

India lets fiscal deficit targets slip this 

financial year and next  

01-Feb-2019  

NEW DELHI, Feb 1 (Reuters) - India set a fiscal 

deficit target of 3.4 percent of gross domestic 
product (GDP) for 2019/20, higher than a 
previous estimate, and also said it would 
breach this year's target, as an interim budget 
presented on Friday boosted spending for the 
rural sector. 

The deficit for the year ending on March 31 was 
expected to come in at 3.4 percent of gross 

domestic product (GDP), slightly higher than the 
targeted 3.3 percent, the country's acting 
finance minister Piyush Goyal told the lower 
house of parliament. 
The new targets the government had slipped 
from its earlier commitment to bring down the 

fiscal deficit to 3.1 percent of GDP by the end 
of March 2020, and to 3 percent by March 

2021. 

The higher 2019/20 fiscal deficit target is due to 
"need for income support for farmers", Goyal 
said, delivering the Hindu nationalist-led 
government's last budget before an election that 
must be held by May. 
The deficits were widely expected to be 

higher than targeted due to a combination of 
revenue shortfalls and increased spending 
ahead of the election. 

 
(Reporting by Aftab Ahmed, Manoj Kumar and Mayank 
Bhardwa 
Writing by Krishna N. Das; Editing by Simon Cameron-
Moore) 
(( Krishna.Das@tr.com ; +91-98711-18314, +91 11 
4954 8026; Reuters Messaging: 
Krishna.Das.thomsonreuters.com@reuters.net , 
Twitter: https://twitter.com/krishnadas56 )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India Aims To Borrow Gross 7.10 

Trillion Rupees Via Bonds Next FY  

01-Feb-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Feb 01) -- India’s federal 

government will borrow 7.10 trillion rupees 
from the local debt market on a gross basis in 
the next financial year that starts Apr. 1, 
according to interim budget documents. 

This will help New Delhi bridge the fiscal deficit 
of 3.4% of the gross domestic product. The net 
borrowing for the next financial year will be 4.73 
trillion rupees, the documents showed. Most 
analysts had expected the gross borrowing to be 

about 6.7 trillion rupees, higher than this 
financial year’s 5.35 trillion rupees.  
The higher borrowing plan for the next year 
comes ahead of the general elections due by 
May.  
New Delhi will switch and buyback bonds 
worth one trillion rupees in the next financial 

year, according to the budget documents.  

India will borrow 3.90 trillion rupees on a net 
basis this fiscal year ending 31 March. The 
government aims to narrow the budget deficit to 
a revised target of 3.4% of the GDP in this fiscal 
year. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India unveils budget aimed at wooing 

countryside before election  

01-Feb-2019  
By Alasdair Pal 
NEW DELHI, Feb 1 (Reuters) - India on Friday 

unveiled an interim budget with givaways for 
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rural and poorer citizens, in what is being 
seen as a critical test for Prime Minister 

Narendra Modi, who is facing anger over 
depressed farm incomes and unemployment 
with a general election just months away. 

India's Hindu nationalist-led government poured 
extra money into support for farmers and a tax 
cut for low-income workers, but that came at a 
cost, with the country letting its fiscal deficit 
targets slip this year and next. 

Here are the highlights of interim Finance 
Minister Piyush Goyal's budget for the 2019/20 
fiscal year beginning April 1. 
GROWTH/DEFICIT 
* GDP growth in 2018/19 estimated at 7.2 
percent 
* Fiscal deficit for 2018/19 seen at 3.4 
percent of GDP 

* Fiscal deficit for 2019/20 estimated at 3.4 
percent of GDP 
* Fiscal deficit for 2020/21 and 2021/22 
estimated at 3 percent of GDP 
* Government's stated commitment earlier 
was to bring down the fiscal deficit to 3.1 
percent of GDP by the end of March 2020, and 
to 3 percent by March 2021  
* India's current account deficit for 2018/19 
seen at 2.5 pct of GDP  

BORROWING 

* Gross market borrowing seen at 7.1 trillion 
rupees in 2019/20 
* Net market borrowing seen at 4.73 trillion 
rupees in 2019/20 

* Government to buy back 500 billion rupees 
worth of bonds in 2019/20 
* India to raise 1.08 trillion rupees via cash 

management bills in 2019/20 
* Debt to GDP ratio to be brought down to 40 
percent by 2024/25 
RECEIPTS 
* Revenue receipts seen at 1.98 trillion rupees 
in 2019/20 (2.2 percent of GDP) 
* Capital receipts seen at 8.06 trillion rupees in 

2019/20 
EXPENDITURE 
* Total expenditure in 2019/20 budgeted at 
27.84 trillion rupees 

* Capital expenditure for 2019/20 seen around 
3.36 trillion rupees in centrally sponsored 

schemes 
* Defence budget raised to beyond 3 trillion 
rupees in 2019/20 
* To allocate 645.87 billion rupees for railways 
capital expenditure in 2019/20 
* Allocation to India's northeast region proposed 
to be increased by 21 percent over previous 

fiscal year  
FARMING/RURAL AFFAIRS 
* India to allocate 750 billion rupees ($10.56 
billion) per year to support farmers' incomes 
* Impact of 200 billion rupees in current fiscal 
year 

* Vulnerable farmers to receive 6,000 rupees 

per year under new scheme 
* Farmers affected by natural disasters to 
receive 2 percent interest subvention, additional 
3 percent if they repay loans on time  

* Government to provide 2 percent interest 

subvention for farmers pursuing animal 

husbandry, fisheries 
* India to allocate 190 billion rupees for 
construction of rural roads in 2019/20  
TAXATION 
* Income tax exemption limit doubled to 
500,000 rupees in 2019/20, tax slabs for others 

unchanged 
* Benefit of rollover of capital tax gains to be 
increased from investment in one residential 
house to that in two residential houses, for a 
taxpayer having capital gains up to 20 million 
rupees; can be exercised once in a lifetime  

* Average monthly tax collection at 971 billion 
rupees per month so far this year  
* Small and medium-sized businesses registered 

under the Goods and Services Tax to get 2 
percent interest subvention on loan of 10 million 
rupees - finmin 
BANKING/FINANCE 

* Dividends to government from the Reserve 
Bank of India (RBI) and public sector financial 
institutions dividends seen at 829.1 billion 
rupees in 2019/20  
* Dividends to government from RBI and public 
sector financial institutions dividends revised to 
741.4 billion rupees in 2018/19  

* Goyal says expects other banks on the central 
bank's Prompt Corrective Action list to be 
removed soon 
EMPLOYMENT 

* India to launch social security coverage for 
workers in unorganised sector 

* New scheme to provide assured monthly 
pension of 3000 rupees per month, with 
contribution of 100 rupees per month, for 
workers in unorganized sector after 60 years of 
age 
* Scheme will benefit 100 million workers in 
unorganized sector, may become the world's 

biggest pension scheme for unorganized sector 
in five years - Goyal 
* Government to allocate 600 billion rupees for a 
rural employment scheme in 2019/20 
FINANCE MINISTER COMMENTS 

* "We have reversed the policy paralysis 
engulfing the nation, and have restored the 

image of the country" 
* "Several times in the past only empty 
promises have been made to the people living in 
our villages" 
* "We are poised to become a 5 trillion dollar 
economy in the next five years, we aspire to 

become a 10 trillion dollar economy in the next 
eight years" 
* "India is now on the way to becoming a global 
manufacturing hub in several sectors"  
 
($1 = 71.0420 Indian rupees) 
(Complied by by Alasdair Pal; Editing by Krishna N. 
Das) 
(( Alasdair.Pal@thomsonreuters.com ; +91 114 954 
8060; Reuters Messaging: 
alasdair.pal.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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Indonesia 

Fitch Rates Indonesia's USD Sukuk 

'BBB(EXP)'  

31-Jan-2019  
Fitch Ratings-Hong Kong-January 31: Fitch 

Ratings has assigned Indonesia's proposed US 
dollar-denominated sovereign global 
certificates (sukuk), which may include one 
green tranche, an expected rating of 
'BBB(EXP)'. The expected rating is in line with 
Indonesia's Long-Term Foreign-Currency 
Issuer Default Rating (IDR) of 'BBB'. 

The assignment of the final rating is contingent 

on the receipt of final documents materially 

conforming to information already reviewed. 
The sukuk will be issued through Perusahaan 
Penerbit SBSN Indonesia III (PPSI-III), which is 
also the trustee. PPSI-III is a legal entity in 
Indonesia set up solely for the purpose of 

issuing sharia-compliant securities of the 
Indonesian government in foreign currencies in 
the international markets. 
The issuer is contemplating multiple tranches for 
the proposed sukuk transaction where one 
tranche or more may be in the form of a green 
sukuk. The proceeds from the green sukuk 

tranche are likely to be used to finance or 
refinance green projects. 
KEY RATING DRIVERS 
The certificates' rating is driven solely by 
Indonesia's 'BBB' IDR. This reflects Fitch's 
view that a default of these senior unsecured 
obligations would reflect a default of 
Indonesia in accordance with Fitch's rating 
definitions. 

We have not considered any underlying assets 
or collateral provided when assigning a rating to 
the PPSI-III sukuk, as we believe that the 
issuer's ability to satisfy payments due on the 
certificates will ultimately depend on the 
Indonesian government satisfying its unsecured 
payment obligations to the issuer under the 

transaction documents described in the 
prospectus and other supplementary documents. 

In addition to the Indonesian government's 
undertaking to ensure repayment of the PPSI-III 
sukuk, in Fitch's view it would also be required 
to ensure full and timely repayment of PPSI-III's 

obligations due to the Indonesian government's 
various roles and obligations under the sukuk 
structure and documentation, especially - but 
not limited to - the following features in the ijara 
and wakala series: 
• In the ijara series, on or prior to each 
periodic distribution date, the state (as lessee) 

will pay PPSI-III rental due under the lease 
agreement for the ijara assets, which is intended 
to be sufficient to fund the periodic distribution 

amounts payable by PPSI-III. Furthermore, in 
the wakala series, the lessee will pay to PPSI-III 
an amount reflecting the rental due for any 
project assets following their completion and 

delivery. 
• On the scheduled dissolution or following 

the occurrence of a dissolution event, PPSI-III 

will have the right to require the state to 

purchase all of its rights, title, benefits and 
entitlements in, to and under the trust assets. 
• The state will have to purchase the 
assets at a price equal to the outstanding face 
amount of the sukuk plus any accrued and 
unpaid periodic distribution amounts and any 

accrued but unpaid supplementary rental. 
• In addition, the government will be 
required to pay any shortfall in insurance 
proceeds directly to the transaction account by 
no later than the close of business in London on 
the 31st day after the occurrence of the total 

loss event, unless the lease assets are replaced. 
• The payment obligations of the 
Indonesian government (acting in any capacity) 

under the transaction are direct, unconditional, 
unsecured and general obligations, which rank 
pari passu with Indonesia's unsecured and 
unsubordinated marketable external debt. 

The PPSI-III sukuk includes a negative pledge 
provision that is binding on the government of 
Indonesia, as well as financial reporting 
obligations, covenants and default acceleration 
terms. 
Certain aspects of the transaction will be 
governed by English law, while others will be 

governed by Indonesian law. Fitch does not 
express an opinion on whether the relevant 
transaction documents are enforceable under 
any applicable law. However, Fitch's rating for 

the certificates reflects its belief that the 
government of Indonesia will stand behind its 

obligations. 
When assigning ratings to sukuk certificates, 
Fitch does not express an opinion on their 
compliance with sharia principles. 
RATING SENSITIVITIES 
The rating is sensitive to any changes in 
Indonesia's Long-Term Foreign-Currency IDR. 

Fitch affirmed Indonesia's Long-Term Foreign-
Currency IDR at 'BBB' with a Stable Outlook on 
2 September 2018. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Israel 

Israel's debt burden rose to 61.2 

percent in 2018  

30-Jan-2019  

TEL AVIV, Jan 30 (Reuters) - Israel's ratio of 

debt to gross domestic product rose to 61.2 
percent in 2018 from 60.5 percent in 2017, 
the Finance Ministry's accountant general said 
on Wednesday, citing preliminary data. 

The accountant general attributed the increase 
to market causes, especially a significant 
depreciation of the shekel against the dollar and 

euro, as well as higher inflation in 2018. 
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(Reporting by Tova Cohen, Editing by Ari Rabinovitch) 
(( tova.cohen@thomsonreuters.com ; +972-9-899-
0222; Reuters Messaging: 
tova.cohen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Kazakhstan 

Kazakh leader orders c.bank to 

promote economic growth  

30-Jan-2019  
ASTANA, Jan 30 (Reuters) - Kazakh President 

Nursultan Nazarbayev ordered the central 
bank on Wednesday to focus on promoting 
economic growth and carry out an asset 
quality review of local lenders. 

The declared primary policy goal of the oil-

exporting Central Asian nation's financial 
regulator is price stability and it has hinted this 
month it might hike its policy rate from the 
current 9.2 percent at the next review in March. 
 
(Reporting by Tamara Vaal 
Writing by Olzhas Auyezov) 
(( olzhas.auyezov@thomsonreuters.com ; +7 727 
2508 500; Reuters Messaging: 
olzhas.auyezov.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Lebanon 

Lebanon dollar bonds rally 3-4 cents 

after new government agreed  

31-Jan-2019   
Jan 31 (Reuters) - Lebanon's sovereign dollar 

bonds rallied on Thursday after news the 
country's leaders had agreed to form a 
government after nine months of wrangling 
over cabinet portfolios in the heavily indebted 

state. 
The bond maturing 2037 jumped 4.3 cents to 

the highest since early-August 2018, while the 

2025 issue jumped more than three cents to the 
highest since July 2018, Tradeweb data showed. 
 
(Reporting by Sujata Rao; editing by Dhara 
Ranasinghe) 
(( sujata.rao@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon agrees new government, PM 

vows bold reforms  

31-Jan-2019  
• Talks over new government began 
after May election 
• Bonds rise in response to news 

• Lebanon needs of reforms to rein in 
state spending 
• Hezbollah names health minister, as 
role expands 

By Tom Perry and Laila Bassam 

BEIRUT, Jan 31 (Reuters) - Lebanon formed a 

new national unity government on Thursday, 
ending nine months of wrangling, and Prime 
Minister Saad al-Hariri said bold moves were 
needed without delay to address chronic 
problems facing the heavily indebted state. 
The government of Hariri, who has Western 
backing, includes most parties including the 
heavily armed, Iran-backed Hezbollah, which 
emerged stronger from the parliamentary 

election last May thanks to gains by its allies. 
Hezbollah chose the new health minister. 
Some Lebanese bond prices jumped to their 
highest level since August in response to the 
news, and celebratory fireworks burst over 
Beirut shortly after the deal was announced. 
Hariri must now deliver on promises to rein in 

public spending to address the dire state 
finances with reforms that could unlock billions 
of dollars in pledged aid and loans for 
infrastructure investment. 
In a statement read from the presidential 
palace, Hariri apologised to the people of 

Lebanon for the time it had taken to form the 
government and noted that they were "living in 
concern" over the economy. 
The time for "painkillers" was over, he said. "No 
one can put their head in the sand any more ... 
All the problems are known and the causes of 
the corruption and waste and administrative 

deficiency are also known," he said. 
"The solution is with a clear programme and 

bold reforms ... and developing laws that cannot 
be delayed." 
Earlier on Thursday he said the new government 
would be forced to "take difficult decisions" to 
reduce spending. 

Concerns have grown over the state of the 
economy and government finances. Finance 
Minister Ali Hassan Khalil - who retained his post 
- warned last month that Lebanon was in an 
economic crisis that has "started to turn into a 
financial one". 
Lebanon's public debt is one of the highest in 
the world set against the size of its economy, 
and it has suffered low growth for years for 
reasons including regional turmoil. 

Gebran Bassil, a political ally of Hezbollah who is 
the son-in-law of President Michel Aoun and 
leads the political party he founded, remained 
foreign minister. 
The defence portfolio, significant partly due to 

major U.S. military aid, went to another Aoun 
loyalist, Elias Bou Saab. 
Hariri nominated Rayya Hassan, a former 
finance minister, to the post of interior minister. 
She is one of four women in this cabinet, 
compared with only one in the last cabinet.  

While not a Hezbollah member, Health Minister 
Jamil Jabak's appointment has been seen as a 
signal of its determination to exercise more 

direct sway over government after playing 
marginal roles in past cabinets. 
The ministry has the fourth-biggest budget in 
the state.  

Hezbollah, which is designated as a terrorist 
group by Washington and has come under fresh 
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U.S. sanctions, also has two other cabinet seats. 

The anti-Hezbollah Lebanese Forces party, which 

nearly doubled its number of MPs last May, has 
ceded ground at least twice in the negotiations, 
enabling the government to be formed.  
TOUGH REFORMS 
Hezbollah together with groups and individuals 
that support its possession of weapons, won 

more than 70 of parliament's 128 seats in the 
May election. 
Hariri lost more than a third of his lawmakers 
but kept his status as the leading Sunni and so 
returns as premier for the third time. The post is 
reserved for his sect under Lebanon's sectarian 

system of rule.  
The last big hurdle was a dispute over how 
Hezbollah's Sunni allies should be represented in 

cabinet, resolved by the inclusion of Hassan 
Mrad, the son of the pro-Hezbollah and pro-
Damascus MP Abdul Rahim Mrad.  
While Lebanon's economy and financial 
system have shown resilience during previous 

periods of political paralysis, investor 
concerns have been reflected of late in bond 
prices. 

Jason Tuvey, senior emerging markets 
economist at Capital Markets in London, said the 
government would need to show it was able to 
implement tough reforms. 
"It's taken them nine months to put together a 

government, let alone how long it will take to 
agree on the very harsh fiscal consolidation that 

would be needed to put the debt position on a 
firmer footing," he said. 
The formation of the government is the third 
boost for Lebanese bonds in two weeks. They 
rose last week when Qatar said it was investing 

$500 million in them, and again when Saudi 
Arabia said it would support continue supporting 
Lebanon. 
 
(Reporting By Laila Bassam, Tom Perry and Angus 
McDowall in Beirut and Sujata Rao in London; Editing 
by Kevin Liffey) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Pakistan 

Pakistan to launch 200 bln rupee 

Islamic Sukuk to ease power sector 

debt  

29-Jan-2019  
ISLAMABAD, Jan 29 (Reuters) - Pakistan has 

approved the launch of a 200 billion rupee 
($1.44 billion) Islamic Sukuk to help pay off 
arrears building up in its troubled power 
sector, state-run Radio Pakistan said on its 

website on Tuesday. 

The approval came from the Economic 
Coordination Committee, chaired by Finance 
Minister Asad Umar.  
"The bond will be issued through the consortium 

of Islamic banks," Radio Pakistan said. 

The government has been falling behind on 

payments to electricity providers and distribution 
companies, accumulating arrears that were 
threatening to seriously disrupt electricity 
generation in a nation still grappling with 
shortages. 
Power minister Omar Ayub Khan told Reuters 

the government planned to use the money to 
"alleviate cash flow issues" suffered by power 
plants, or independent power producers (IPPs), 
which generate a large share of electricity. 
The Sukuk cash will also be used to "replace 
more expensive debt" from the past, which 
would save money, Khan added. 

Pakistan's power sector arrears, also known as 

"circular debt", stood at more than 1.4 trillion 

rupees ($10.10 billion), Khan told Reuters. 
 
($1 = 138.6000 Pakistani rupees) 
(Reporting by Drazen Jorgic 
Editing by Robert Birsel) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Pakistan says curbing power sector 

debt, seeks energy investors  

30-Jan-2019  
By Drazen Jorgic 

ISLAMABAD, Jan 30 (Reuters) - Pakistan 

expects debt being built up within its troubled 
power sector to level off this year and start 
falling, its power minister told Reuters, 
outlining measures to shore up confidence 
and attract foreign investors. 

Pakistan has long been bedevilled by electricity 
shortages, with power outages crippling 
industries and economic growth, as well as 
stoking voter anger in the mainly Muslim nation 

of 208 million people. 
Vast Chinese investment has helped drastically 
reduce power outages, lifting economic growth, 
but years of mismanagement has led to 
accumulated power sector payment arrears, or 

"circular debt", rising to 1.4 trillion rupees 
($10.1 billion). 
Independent power producers angry with late 
government payments have warned of a 
crisis, while economists fear rising circular 
debt will further widen Pakistan's yawning 
fiscal deficit, a key part of ongoing bailout 
talks with the International Monetary Fund 
(IMF). 

Power Minister Omar Ayub Khan, appointed soon 
after premier Imran Khan took office in August, 
said the decision to hike electricity tariffs, which 

kicked in at the start of January, will stop the 
sharp rise in power debt. 
"All of a sudden, after January 1, you have a 

levelling off of circular debt, because the new 
tariff has kicked in," Khan, who is the grandson 
of Pakistan's first military ruler, Ayub Khan, told 

Reuters in Islamabad on Tuesday. 
Built into the tariff is an extra cost that will allow 
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the government to pay off arrears from the 

previous year, which in 2019 should result in a 

226 billion rupees reduction of circular debt, 
Khan added. Within three to four years, the 
government expects to claw back 470-500 billion 
rupees.  
The government will also recover an extra 43 
billion rupees annually in circular debt parked in 

state-owned Power Holding Private Limited 
(PHPL), which holds about 600 billion of the 1.4 
trillion debt. "That will take longer," Khan said. 
He said cash from a planned 200 billion rupee 
Islamic bond will be used to retire old expensive 
debt, and pay independent producers to ease 

their financial crunch. 
To prevent circular debt rising again, the 
government plans to crack down on endemic 
power theft and modernise distribution 
companies and a creaking transmission 
network struggling to cope.  

A new energy policy is also due to be announced 
soon, with plans to re-orient Pakistan's energy 
mix. The current split in the mix is 60 percent 

fossil fuels, 30 percent hydel, 6 percent nuclear, 
and 4 percent renewables. 
Pakistan wants to use more indigenous 
resources such as hydel and hike the renewables 
portion of the mix to 20 percent by 2025, and to 
30 percent by 2030. 
Khan estimates Pakistan will need to double 

generation capacity to 55,000 megawatts by 
2030, and is seeking investors to a nation where 

electricity demand is fast rising but about 25 
percent of the population is yet to be connected 
to the grid. 
"People were content with using one fan or light 
bulb, but that's not the case anymore," Khan 

said. "You go into the most remote areas and 
you'll find washing machines in people's houses 
and electronic items, and that all requires 
electricity." 
 
(Reporting by Drazen Jorgic; Editing by Simon 
Cameron-Moore) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Pakistan launches expatriates' bond to 

tackle payments crisis  

31-Jan-2019  
By Asif Shahzad 

ISLAMABAD, Jan 31 (Reuters) - Cash-strapped 

Pakistan on Thursday launched a bond 
scheme for its citizens living overseas, aimed 
at generating funds in foreign currencies to 
help bridge a balance of payment crisis.  

The Build Pakistan Certificates scheme offers 
returns in dollars on three- and five-year paper 

yielding 6.25 percent and 6.75 percent, 

respectively, the finance ministry said.  
The minimum investment is $5,000 with no 
upper limit, it said. Pakistan's global diaspora 
numbers around 7.6 million, according to 
government data. 

The country faces an economic crisis due to 

depleting foreign reserves and a widening 

current account deficit 
It has secured some loans and oil on deferred 
payments from Saudi Arabia and United Arab 
Emirates, and is in negotiations for an IMF 
bailout.  
"There was record high fiscal deficit. We knew 

as outsiders that country is crumbling. As 
insiders we saw the extent of how bad the 
affairs were," Prime Minister Imran Khan said 
at the televised launch of the bond 
programme. 

Khan urged investors in the scheme to take their 
interest in local currency rather than dollars. 
The finance ministry said the certificates would 
be exempt from withholding tax and Islamic 

charity deductions. 
They are the second such scheme introduced 
this week after authorities announced plans 
for an Islamic bond to generate 200 billion 
rupees ($1.45 billion) to help pay down power 
sector debts.  

 
($1 = 137.6000 Pakistani rupees) 
(Reporting by Asif Shahzad; editing by John 
Stonestreet) 
(( asif.shahzad@thomsonreuters.com ; 
+923018463683; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Singapore 

Rising interest in Singapore Savings 

Bonds is a sign of investor maturity   

29-Jan-2019   
The Singapore Savings Bonds (SSB) 
programme has come of age in little more 
than three years since its introduction. 

There is no question that it has gained full 
acceptance among savers as an alternative - 
and possibly superior - form of savings 

compared to putting money in a bank. 
This is underscored by rising demand from retail 
investors, particularly from the second quarter 

of 2018 when the monthly issuance of bonds 
consistently crossed the S$200 million mark. 
The revival of interest in SSB has encouraged 
the Monetary Authority of Singapore (MAS) to 

double the ceiling that an individual can invest, 
from S$100,000 to S$200,000 from Feb 1, 
2019. 
There were concerns earlier about flagging 
interest following a maiden offering in 
October 2015 which saw S$413.2 million 
worth of bonds taken up. Offering in the 
second month also drew a decent amount of 
S$257.3 million. But thereafter it took a sharp 

tumble, with monthly subscription falling to 
well below S$50 million. This culminated in a 
paltry S$12.8 million worth of bonds for the 
November 2016 issue. But this turned out to 
be the nadir. 

A decision by MAS to scrap the S$50,000 issue 
limit in March 2018 may have helped to shore up 
subsequent subscription rates but there was 
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already an uptrend in demand well before this 

move. 

Investment experts attributed this to greater 
awareness and maturity among savers and 
conservative investors. A volatile stock market 
throughout 2018 and poorer returns - the Straits 
Times Index ended 10 per cent lower last year - 
might also have prompted some investors to 

lower their risk appetite and shift their assets 
from equities to the government-guaranteed 
SSB. 
So far, close to 100,000 individual investors 
have subscribed for S$4.6 billion worth of SSB. 
But redemption has pared the amount of 

outstanding bonds to S$3.92 billion. 
Redemption rate, at close to 15 per cent, may 
seem high given that the programme is barely 

into its fourth year. But it's understandable, as a 
key feature of SSB is that the bonds may be 
redeemed in any given month before they 
mature, with no penalty for exiting the 

investment early. This flexibility draws not only 
long-term savers but also investor-types who 
are looking for a temporary home to park their 
money at a higher interest compared to bank 
savings. 
Owing to the ease of redemption and the 
regularity of new issues, there are also some 

savers who have taken to arbitraging between 
issues by jettisoning their holdings of SSB issues 
that have low interest rates in favour of 
subscribing for fresh ones that carry a higher 

interest. There is a significant correlation 
between interest rates and redemption rates to 

support this observation. 
For instance, the SSB for October 2016 has the 
highest redemption rate ( 41.9 per cent) among 
the 12 issues for that year. It also has the 
second lowest average annual interest rate (1.79 
per cent over 10 years) of the dozen issues. 
It is a similar story for 2017 and 2018, whereby 

the highest redemption rate for each year 
coincided with issues that had the lowest or near 
lowest interest rates respectively. 
However, such arbitrage opportunities are 
limited due to the escalating interest rate 

feature of the SSB; the longer one holds on to 
the bond, the higher is the interest. Singaporean 

investors - a savvy lot - surely know this. 
 
Copyright (c) 2019 SPH 
 
 

Sri Lanka 

Sri Lanka deadline on proposals for 

international bonds closes  

29-Jan-2019   
TOKYO, Jan 29 (IFR) - The Central Bank of Sri 

Lanka yesterday closed the submission period 

for proposals on its international bond 
issuance for 2019.  

On January 21, the central bank said it intended 
to issue sovereign bonds up to the equivalent of 
$2bn and invited proposals from banks and 

investment banks to be appointed lead 

managers and bookrunners.  

It wants to sell in single or multiple tranches 
with medium to long-term maturities, preferably 
of five years or longer and in one or more of the 
following currencies: US dollars, Japanese yen, 
Chinese renminbi and euros.  
The deadline for the proposals was January 28. 

 
(Reporting by Takahiro Okamoto; Editing by David 
Holland) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019  
 

EUROPE 

 

Albania 

Albania to offer 10 bln leks (79.8 mln 

euro) of 1-yr T-bills on Feb 5  

30-Jan-2019  
TIRANA (Albania), January 30 (SeeNews) – 
Albania's finance ministry will offer 10 billion 
leks ($91.2 million/79.8 million euro) of one-
year Treasury bills at an auction on February 
5, according to its issuance calendar. 
The finance ministry raised 10.3 billion leks at 
the last auction of one-year government 

securities held on January 22, in line with plan. 

The average weighted yield on the government 
securities edged down to 1.30% from 1.36% at 
the previous auction of one-year Treasury bills 
held on December 28. 
 
(1 euro = 124.085 leks) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Bulgaria 

Bulgaria could join the euro early in 

2022  

28-Jan-2019  
SOFIA, Jan 28 (Reuters) - Bulgaria's 

preparations to join the euro zone are on 
track and the Balkan country may adopt the 
euro as early as January 2022, Finance 
Minister Vladislav Goranov said on Monday. 

That is some months earlier than indicated by 

the EU commissioner in charge of the common 
currency. Commissioner Valdis Dombrovskis said 
on Jan. 18 that Bulgaria, which joined the 
European Union in 2007, would have to wait at 
least until mid-2022 to join the euro.  
But Goranov said he remained hopeful that 
Bulgaria will be allowed to enter the bloc's 

banking union and the ERM-2 mechanism, the 

two-year obligatory precursor to the euro 
currency, this summer. Bulgaria's lev currency is 
already pegged to the euro.  
"I am a moderate optimist that in July, if all 
goes well with the asset quality review and 
the stress tests ... we will have a reason to 
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apply for ERM entry and will expect a positive 
result," Goranov told a public debate on the 

euro adoption.  

"The shortest road to the euro is two years in 
the ERM-2 and then up to a year for additional 
adjustments. The most optimistic option to join 
could be Jan. 1, 2022." 
Dombrovskis, who attended the debate in Sofia, 
reiterated Brussels' support for Bulgaria's path 

towards the euro zone. 
Sofia meets the nominal criteria to adopt the 
single currency, with low inflation and healthy 
public finances as well as the currency peg, but 
is also the EU's poorest state and also one of the 
most corrupt.  
It also needs to prove its banks are healthy 

before it can get a green light to join ERM-2 and 

the banking union. The European Central Bank 
will carry an asset quality review and stress 
tests on six Bulgarian banks and is expected to 
give results in July. 
 
(Reporting by Tsvetelia Tsolova; Editing by Catherine 
Evans) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bulgaria's gross foreign debt rises 

1.8% y/y at end-Nov  

29-Jan-2019  

SOFIA (Bulgaria), January 29 (SeeNews) - 
Bulgaria's gross foreign debt increased by an 
annual 1.8% to 33.80 billion euro ($38.61 
billion) at the end of November, the central 
bank said on Tuesday. 

The gross foreign debt was equivalent to 61.2% 
of the projected 2018 gross domestic product 
(GDP), down from 64.3% of GDP at the end of 

November 2017, the Bulgarian National Bank 
said in a statement. 
Compared with the end of October, Bulgaria's 
external debt fell 0.9%. 
 
($ = 0.8755 euro) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Bulgaria ends 2018 with small fiscal 

surplus after December spending spree  

31-Jan-2019  
SOFIA, Jan 31 (Reuters) - Bulgaria ended 2018 

with a fiscal surplus worth 0.1 percent of 

gross domestic product, the Finance Ministry 
said on Thursday, below its earlier estimate of 
a 0.2 percent surplus after the centre-right 
government increased spending in December. 
It posted a fiscal surplus of 2.7 percent of GDP 
in the first 11 months of 2018, mainly due to 
better tax collection. 

But the government then spent more than 2.7 

billion levs ($1.58 billion) in December from the 
accumulated windfall, extending funds for 
highway construction and repairs of its ageing 
military aircraft, among other projects. 

Bulgaria is targeting a fiscal shortfall of 0.5 
percent of economic output this year, and has 

earmarked funds for public wages and small 
municipalities in an effort to please voters 
ahead of local and EU elections in 2019. 

For January alone, the Finance Ministry expects 
a fiscal surplus of 0.9 percent of GDP, down 
from a 1.1 percent surplus registered in January 
2018.  
Government estimates see the small, open 

economy expanding by 3.7 percent in 2019 
compared with an expected 3.6 percent in 2018, 
while average annual inflation is expected to 
increase to 3.0 percent. 
 
($1 = 1.7067 leva) 
(Reporting by Tsvetelia Tsolova; Editing by Alison 
Williams) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia opens books on two domestic 

bonds  

01-Feb-2019  
ZAGREB, Feb 1 (Reuters) - Croatia opened the 

books on two domestic bonds expected to be 
worth jointly around 6 billion kuna ($927 
million), one of the arrangers said on Friday. 
The Finance Ministry will issue a three-year bond 
denominated in euros and a second tranche of a 

kuna-denominated bond which matures in 2029. 
The first tranche worth 5 billion kuna was issued 
in July last year. 
"The price and the final amount of the issues will 
be known later on Friday," the arranger said. 
Four major local banks were chosen to arrange 
the bonds. 

The market participants said they expected the 
three-year paper to yield around 0.5 percent 
and the 10-year bond around 2.3 percent. 
In November Croatia has to refinance another 
two bonds, a 15-year domestic paper worth 1.0 

billion euros ($1.14 billion)and a 10-year 
international one worth $1.5 billion.  

 
($1 = 6.4742 kuna) 
($1 = 0.8736 euros) 
(Reporting by Igor Ilic; Editing by Alison Williams) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Cyprus 

Cyprus planning roadshow ahead of 

Reg S EUR deal  

29-Jan-2019  
By Julian Baker 
LONDON, Jan 29 (IFR) - The REPUBLIC OF 

CYPRUS, rated BBB- (stable) by Standard and 
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Poor's, Ba2 (stable) by Moody's, BBB- (stable) 
by Fitch and BBBL (stable) by DBRS, has 

mandated CITI, GOLDMAN SACHS 
INTERNATIONAL and HSBC to arrange a series 
of fixed income investor meetings. 

A EUR-denominated Reg S only (registered 
form) transaction is expected to follow subject to 
market conditions. FCA/ICMA stabilisation 
applies.  
 
(( julian.baker@thomsonreuters.com ; 020 7542 
7432; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Estonia 

Estonia : The volume of the 

stabilization reserve at the end of the 

year was EUR 411.5 million  

01-Feb-2019  
At the end of last year, the assets of the 
stabilization reserve at market value 
amounted to 411.5 million euros. 

The Government received an overview of the 
assets of the Stabilization Reserve at its 
meeting. Approximately two thirds of the 
reserve assets (65.1 percent) are invested in 
government bonds with very low credit risk and 
the rest (34.9 percent) in bank bonds and 
deposits. 

France's government bonds (19.5 per cent of the 
reserve), the Austrian government bonds (11.4 
per cent of the reserve volume) and the Belgian 
government bonds (10.6 per cent of the 
reserve) accounted for the largest share of 
placements. 
The purpose of investing in the Stabilization 

Reserve is primarily to maintain the value of the 
assets, so that the resources of the Stabilization 
Reserve are not placed in risky assets. Secondly, 
it must be possible to mobilize the reserve 
quickly, if necessary. Earning earnings is only 
the third place in the reserve asset placement 

goals. 
The profitability of the reserve is influenced 
by the negative interest rate environment. 
The yields of euro area sovereign bonds that 
are suitable for the Treasury's investment 
rules are negative up to five years, and the 
short-term interest rates on euro area bank 
deposits and bonds are also negative. 

The Stabilization Reserve was set up in 1997 for 
an amount of EUR 44.8 million. In 2009, € 224 

million was mobilized from the reserve to 
mitigate the risks arising from the global 
economic crisis. 
The reserve can be used by law only with the 
permission of the Riigikogu to reduce general 
economic risks, to cope with emergencies, 
emergency situations, state of emergency or 

other emergency situations. The reserve may 
also be used for financial institutions to deal with 
liquidity or solvency difficulties, or for solving or 
preventing a financial crisis that could cause 
major failures in payment and settlement 

systems. 

 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
 
 

Hungary 

Hungary keeps rates unchanged, no 

hints on timing of normalisation  

29-Jan-2019  
• Base rate, overnight deposit rate 
unchanged 
• Decision in line with market 
expectations 
• Forint has rallied on central banker's 

hawkish comments 
• Currency a tad weaker after post-
meeting statement 

By Gergely Szakacs and Sandor Peto 
BUDAPEST, Jan 29 (Reuters) - The National 

Bank of Hungary left its main interest rates 
unchanged at record lows on Tuesday and 
reiterated its commitment to a "gradual and 
cautious" normalisation of monetary policy, 
without providing any new clues about the 

timing. 

The bank kept its base rate at 0.9 percent and 
the overnight deposit rate at -0.15 percent, both 
in line with analyst forecasts in a Reuters poll. 
At 1414 GMT, the forint traded at 317.30 versus 
the euro, slightly weaker than just before the 

bank published its policy statement. 
Some market participants had expected that the 

bank would provide some new guidance on the 
policy outlook after a recent increase in core 
inflation, which rose to 2.9 percent last month, 
according to central bank data. 
"Core inflation excluding indirect tax effects is 
likely to continue to rise in the coming 
quarters, which the Council will assess in 

terms of the sustainable achievement of the 
inflation target," the Monetary Council said. 

"The Monetary Council closely monitors incoming 
macroeconomic data and will decide to adjust 
monetary conditions depending on their 
outcome," it said, repeating the language from 

its December policy meeting. 
The forint has rallied over 2 percent since central 

bank Deputy Governor Marton Nagy said on Jan. 
16 that the bank could start normalising its 
ultra-loose policy if its favoured gauge of 
inflation trends reaches or exceeds 3 percent. 
Nagy has said this could happen in the first 
quarter. 
Economists at Hungarian brokerage Equilor said 

the bank may first tweak monetary conditions at 
its March meeting, depending on inflation 
developments. 
"As a start, the bank may decide to lower the 
stock of its FX swaps," the analysts said. "That 
could kick off the normalisation of monetary 

policy, but we only expect the first rate increase 
in the fourth quarter." 
The statistics office will publish January inflation 
data on Feb. 12, when the central bank also 
issues its monthly assessment of inflation 
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trends, including its own measure of core 

inflation adjusted for the effects of indirect 

taxes. 
The next rate-setting meeting is on Feb. 26, 
which will be the last policy session chaired by 
Governor Gyorgy Matolcsy before he is re-
appointed for another six years, or a successor 
is found. 

The bank said any change to its monetary policy 
framework would first affect its unconventional 
tools, which the bank has used to wrestle down 
interbank lending rates. 
 
($1 = 277.24 forints) 
(Reporting by Gergely Szakacs and Sandor Peto, 
editing by Larry King) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3605 ; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 

(c) Copyright Thomson Reuters 2019. 
 
 

Macedonia 

Macedonia 2025 euro-denominated 

bond at 1-yr high on name change 

accord  

28-Jan-2019  
LONDON, Jan 28 (Reuters) - Macedonia's 2025 

sovereign bond hit a one-year high on Monday 
after Greece ratified a landmark name change 
accord, ending a decades-old dispute and 

opening the way for the ex-Yugoslav republic 
to join the European Union and NATO. 

The settlement between Athens and Skopje over 
the use of the term "Macedonia" ends a 28-year 
old row by renaming the tiny Balkan state 
"Republic of North Macedonia" to differentiate 
from Greece's northern province of Macedonia. 

The country's euro-denominated bond rose to 
101.293 cents with yields slipping to 2.514 
percent, according to Tradeweb data.  
Meanwhile Greek 10-year borrowing costs 
dropped to a four-month after the parliament 
approved the deal on Friday. 

 
(Reporting by Karin Strohecker; editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

What's in a name? Macedonia bonds 

race to one-year highs  

28-Jan-2019  

LONDON, Jan 28 (Reuters) - Investors piled 

into Macedonian bonds on Monday after Greek 
lawmakers approved a name change accord 
which is seen paving the way for the ex-
Yugoslav republic to join NATO and possibly 
the European Union, making it the region's 
latest turnaround story. 

The settlement between Athens and Skopje over 
the use of the term "Macedonia" ends a 28-year 

row by renaming the tiny Balkan state "Republic 

of North Macedonia" to differentiate from 

Greece's northern province of Macedonia. 
Macedonia's sovereign bonds scaled multi-month 
highs, with the issue maturing in 2025 hitting a 
one-year high. The bond has risen some 3.5 
cents in price in the past 10 days, according to 
Tradeweb data.  

Bond prices slipped a touch as the session 
progressed, however, snapping a stellar run that 
saw most issues chalk up gains for around nine 
straight sessions.  
"Macedonia is a credit that is moving in the 
right direction," said Mark Dowding, a senior 
portfolio manager a BlueBay Asset 
Management, a $59.6 billion fund. "After the 

accord, we can see the country being included 
in NATO and by extension, a candidate for EU 
accession before too long." 

Macedonia won its EU candidacy status in 2005, 
but accession talks have been blocked by Greece 
due to the name dispute. Athens had also 
blocked its NATO membership.  
The International Monetary Fund urged Skopje 

in November to seize the prospect of faster EU 
integration and push ahead with reforms to 
strengthen governance, the rule of law and the 
judicial system, and to tackle tax evasion. 
The IMF projects Macedonia's economy will grow 
2.8 percent in 2019, after 2 percent last year. 
Growth is expected to accelerate to 3.5 percent 

over the medium term, based on planned 

infrastructure investment and stronger exports, 
the IMF added.  
"Especially, EU accession will come with a lot of 
reform demands and it improves governance as 
well," said Trieu Pham, EM sovereign debt 

strategist at ING. "EU membership prospects are 
seen as a net-net positive." 
While bonds issued by the country, which has a 
population of 2 million, have had a stellar run in 
the past days, more gains could come, Pham 
predicted.  
"There is still positive momentum going forward 

over the next few weeks with the signing of the 
accession protocol to NATO and comments about 
the start of the EU accession talks by mid-year." 

Western governments see NATO and European 
Union membership for the Western Balkan 
countries as the best way to stabilise a region 
still recovering from armed conflicts in the 

1990s. 
 
(Reporting by Karin Strohecker and Abhinav 
Ramnarayan; graphic by Karin Strohecker, editing by 
Sujata Rao and Catherine Evans) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Macedonia sells 1.6 bln denars (25.7 

mln euro) of govt paper  

29-Jan-2019  
SKOPJE (Macedonia), January 29 (SeeNews) – 
Macedonia's finance ministry raised 1.6 billion 
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denars ($29.4 million/25.7 million euro) by 
selling three issues of government securities, 

in line with plan, the country's central bank 
said on Tuesday. 

The finance ministry sold 200 million denars of 
one-year T-bills, 500 million denars of one-year 
T-bills and 900 million denars of 30-year T-
notes, the central bank, NBRM, said in a 
statement on Tuesday. 

The central bank sells government securities on 
behalf of the finance ministry through volume 
tenders, in which the price and coupon are fixed 
in advance and primary dealers only bid with 
amounts. 
 
(1 euro = 61.40 denars) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Poland 

Poland to offer PLN 3.0-6.0 bln in 

bonds at tender on Feb 7  

31-Jan-2019  
WARSAW, Jan 31 (Reuters) - Poland will offer 

treasury bonds worth 3.0-6.0 billion zlotys 
($808 million - 1.62 billion) at a regular 
tender on February 7, the finance ministry 
said in a statement on Thursday. 

The ministry said it will offer bonds due May 
2021, April 2024, May 2024, May 2028 and 

October 2029 at the tender on February 7. 
It also said it plans bond switch tender on 
February 21. 
 
($1 = 3.7151 zlotys) 
(Reporting by Marcin Goclowski) 
(( marcin.goclowski@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romanian government can cover 

financing needs   

29-Jan-2019  

BUCHAREST, Jan 29 (Reuters) - Romania's 

government can cover six months’ worth of 
funding needs and will not issue debt at 
unreasonably high yields, Finance Minister 
Eugen Teodorovici was quoted saying on 
Tuesday. 

Debt managers rejected all bids at a tender to 
sell 2031 bonds on Monday and it has been a 
struggle to sell the planned amount at auctions 

throughout January. 
The government introduced a slew of taxes via 
emergency decree in late December without an 
impact assessment or public debate, including a 
levy on banks' financial assets tied to money 

market interest rates.) 
The tax and fiscal uncertainty have hit 

Romanian asset prices, with the leu currency 
touching record lows this month and 10-year 
debt yields hovering near their highest levels 

since July. 

"Yesterday I gave the order to not borrow from 

the market," Finance Minister Eugen Teodorovici 

was quoted saying by state news agency 
Agerpres. 
"As you know well, we have the funding needs 
covered for a very long time, at least six 
months." 

"We cannot buy at a price that someone in the 
market is trying to raise higher than necessary 
or than it should be. And so, the finance 
ministry's decision is to not borrow and that was 
yesterday's decision." 
The Social Democrat government has yet to 
present a budget plan for 2019, with a draft 

expected later this week.  
 
(Reporting by Luiza Ilie, editing by Ed Osmond) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania's fin min orders to stop 

borrowing from market  

30-Jan-2019  
BUCHAREST (Romania), January 30 (SeeNews) - 
Romania's finance minister Eugen Teodorovici 
said he has ordered the ministry not to 
borrow money from banks in Monday's 
auction of Treasury bonds, adding that the 
government can rely comfortably on its 

funding buffer for half a year at least. 

"Yesterday, I ordered not to borrow money from 
the market. Once again: the ministry has 
enough money to finance itself. You know very 
well - we have the necessary sums in the 
Treasury to finance ourselves, for a very long 
time, at least six months," Teodorovici said in a 

televised statement on Tuesday evening. 
He added that the Ministry of Finance cannot 
borrow at a price higher than is necessary. 
On Monday, the ministry rejected all bids at an 
auction of 400 million lei ($96 million/84 million 
euro) worth of Treasury bonds maturing on 
September 24, 2031, central bank data showed. 

The issue carrying an annual coupon of 3.65% 
was undersubscribed, with placed bids totalling 
123.2 million lei. 
This was the seventh time this year when the 
ministry has rejected all bids in government 
securities auctions. 
The finance ministry planned to sell 3.26 billion 

lei worth of government securities in January, 
including 360 million lei in non-competitive 
offers, but has only managed to sell 1.66 billion 
lei worth of government paper. 
Since the beginning of 2018, the finance 
ministry has sold roughly 41 billion lei of 

government securities and has raised 3.75 

billion euro on international markets from the 
sale of 2028 and 2030 Eurobonds, as well as 
$1.2 billion of 2048 dollar bonds. 
Romania's 2018 consolidated budget deficit 
was equivalent to 2.88% of the estimated 
gross domestic product (GDP), the same as in 
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the previous year, the finance ministry said on 
Monday. The government targeted a 

consolidated budget gap equivalent to 2.97% 
of GDP on a cash basis in 2018, just below the 
EU's 3% ceiling. 

 
(1 euro=4.7601 lei) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Romanian 2019 budget targets deficit 

of 2.6 pct/GDP  

31-Jan-2019  
BUCHAREST, Jan 31 (Reuters) - Romania’s 

ruling Social Democrats aim to lower the 
consolidated budget deficit to 2.6 percent of 
gross domestic product in 2019 from last 
year’s 2.9 percent under cash terms, a finance 

ministry draft released late on Thursday 
showed. 

But the budget is based on an economic growth 
assumption of 5.5 percent. Analysts polled by 
Reuters earlier this month expected growth to 
slow down to 3.1 percent this year, from an 
estimated 4.1 percent in 2018. 
Growth could be further hit by a slew of banking, 

energy and telecoms taxes the government 
introduced via emergency decree in December 
without an impact assessment or public debate. 
The decree has hit asset prices, with the 
Romanian leu plunging to successive record lows 
earlier this month and the finance ministry 

struggling to issue domestic debt. 

The Social Democrats have a track record of 
announcing surprise fiscal measures that send 
assets reeling. 
The draft estimates budget revenue worth 
341.4 billion lei ($82.58 billion), or 33.4 
percent of GDP.  

State wages, pensions - including a 15 percent 
pension hike from September - , other social 

security payments and goods and services will 
cost an overall 25.2 percent of GDP.  
Meanwhile, the government has allotted 4.6 
percent of GDP for investments in a country with 
the European Union’s least-developed 
infrastructure. 
The finance ministry also released multiyear 
budget estimates. It expects the budget 
deficit to fall to 2.1 percent of GDP in 2020 
and 1.8 percent in 2021.  

Parliament is expected to approve the budget 
draft in the first half of February. 
 
($1 = 4.1341 lei) 
(Reporting by Luiza Ilie 
Editing by Matthew Lewis) 
(( luiza.ilie@thomsonreuters.com  
+4021 527 0312  
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Russia 

Russia plans to finish Eurobond 

paperwork by March  

29-Jan-2019  

MOSCOW, Jan 29 (Reuters) - Russia is planning 

to finish by March the paperwork it needs in 
order to place Eurobonds, Deputy Finance 
Minister Sergei Storchak said on Tuesday. 

The finance ministry will be ready to offer 
Eurobonds if market conditions are favourable, 

Storchak said, declining to reveal the currency in 
which the issue could be denominated. The only 
obstacles to the plan were geopolitical ones he 
said. 
Storchak also said the finance ministry can scale 
down the offering of its domestic OFZ treasury 
bonds if it received requests along those lines 

from investors. 
 
(Reporting by Darya Korsunskaya 
Writing by Andrey Ostroukh; editing by John 
Stonestreet) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russian Min Fin sells all 25 bln rubles 

in federal bonds at heavily over-

subscribed auctions   

30-Jan-2019  
MOSCOW. Jan 30 (Interfax) - The Russian 

Finance Ministry sold all 25 billion rubles of 

the federal loan bonds (OFZ) from two issues 
that it offered at heavily oversubscribed 
auctions in Wednesday. 

The ministry sold 15 billion rubles of the fixed-
rate coupon OFZ from series OFZ-PD 26223 that 
it offered at one auction. The weighted-average 
price for the bonds, which mature on February 
24, 2024, was 93.6383% per annum, 

corresponding to yield of 8.21%. Demand at the 
auction was 44.996 billion rubles. 
The ministry also sold all 10 billion rubles of the 
OFZ-PD 26224 that it offered at a second 
auction .The weighted-average price for the 
bonds, which mature on May 23, 2029, was 
91.835% per annum, corresponding to yield of 

8.36%. Demand at this auction was 41.585 
billion rubles. 
 
Pr mz 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
 
 

Serbia 

Serbia, IMF begin review of advisory 

and monitoring arrangement  

29-Jan-2019  

BELGRADE, Jan 28 (Reuters) - An International 

Monetary Fund mission began 10 days of talks 
with Serbian officials on Tuesday to review 
the country's finances and its progress on a 
non-financial arrangement with the IMF, the 

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 

  17 

central bank said. 

Last December, following its first review of a 30-

month advisory arrangement with Belgrade, the 

Washington-based IMF said Serbia's economic 
performance was strong in 2018 and that the 
government remains committed to progress on 
reforms in 2019. 
Implementation of the programme was "broadly 

on track," the IMF said. 
Serbia needs the so-called Policy Coordination 
Instrument, tailored for countries that do not 
require the IMF's direct financial backing, to give 
investors greater confidence in putting their 
money into the Balkan country. 
Serbian and IMF officials will focus on 

"implementation of macroeconomic and 
structural reforms backed by the PCI." the 

central bank said in a statement.  
Talks will also focus on Serbia's prospects for 
2019 and 2020, it said.  
Serbian economy's growth in 2018 is forecast at 
around 4.2 percent. The Statistics Office will 
announce its flash estimate for the fourth 

quarter of 2018 on Jan 31. Gross domestic 
product is expected to grow 3.5 percent in 2019 
as low base effects from 2017 and 2018 wane.  
Last February, Serbia ended a previous three-
year, 1.2 billion-euro ($1.41 billion) loan 
agreement with the IMF, as part of which the 
Balkan country cut public-sector wages and 

pensions to reduce its deficit and debt. It did not 
draw on any of the funds. 

Last October, Belgrade and the IMF agreed a 
2019 fiscal deficit target of 0.5 percent of GDP. 
Serbia ended 2018 with a small surplus. 
 
(Reporting by Aleksandar Vasovic; editing by Larry 
King) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Serbia sells below target 6.1 bln dinars 

(51 mln euro) of 7-yr T-notes  

30-Jan-2019  

BELGRADE (Serbia), January 30 (SeeNews) - 
Serbia sold on Wednesday below target 6.1 
billion dinars ($58.9 million/51.5 million 
euro) in seven-year Treasury notes, as it 
reopened an issue of government securities 
first auctioned on January 9, the finance 
ministry’s said. 

The notes yielded 4.57%, the same as the yield 
achieved in the previous auction of the issue, 

the ministry said in a statement. 
Demand for the government debt paper, which 
matures on January 11, 2026, stood at 6.5 
billion dinars. Serbia targeted to raise 20 billion 
dinars. 
Serbia sold or 4.62% of the issued amount of 

150 billion dinars on Wednesday. 
 
(1 euro = 118.450 dinars) 
Copyright 2019 SeeNews. All rights reserved. 
 

 

Slovakia 

Slovak end-January budget surplus at 

EUR 134.4 mln  

01-Feb-2019  
PRAGUE, Feb 1 (Reuters) - The Slovak central 

government budget surplus reached 134.41 
million euros ($154.10 million) at the end of 
January, narrower than a 146.87 million euro 
deficit posted a year ago, the Finance Ministry 
said on Friday.  

Total revenue reached 1.07 billion euros at the 
end of January, while expenditure was 0.93 

billion euros. Tax revenue stood at 1.01 billion 
euros, down from 1.04 billion euros a year ago. 

Revenue from EU transfers reached 8.15 million 
euros, up from 4.24 million euros at the end of 
January 2018.  
 
($1 = 0.8721 euros) 
(Reporting by Mirka Krufova; Editing by Robert Muller) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Turkey 

Turkey says "very clear" that it does 

not need to borrow from IMF  

01-Feb-2019  
ANKARA, Feb 1 (Reuters) - It is "very clear" 

that Turkey does not need to borrow from the 
International Monetary Fund (IMF), given the 
country's current economic performance, the 
Turkish Finance Ministry said on Friday. 

"It has been stated several times that it is out of 
the question for Turkey's path to even cross with 
the IMF in terms of both credit and technical 
support," the ministry said in a statement. 
 
(Reporting by Tuvan Gumrukcu and Ece Toksabay) 
(( tuvan.gumrukcu@tr.com ; +90 312 292 7021; 
@tuvangumrukcu; Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine plans to issue $2 bln in 

Eurobonds this year: central bank  

31-Jan-2019   
KIEV, Jan 31 (Reuters) - Ukraine's finance 

ministry will issue Eurobonds worth $2 billion 
this year, Deputy Central Bank Chief Dmitry 
Sologub told a press briefing on Thursday.  
Sologub was speaking after the central bank 
kept its key interest rate at 18 percent as it 
seeks to bring inflation down to a target level of 

5 percent next year. 

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 

  18 

 
(Reporting by Natalia Zinets; writing by Matthias 
Williams; editing by Susan Fenton) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentine central bank buys another 

$50 mln to control peso strength  

28-Jan-2019  
BUENOS AIRES, Jan 28 (Reuters) - Argentina's 

central bank bought $50 million in the foreign 
exchange market at an average 37.1250 
pesos per dollar on Monday, the latest step in 
its campaign to keep the currency in a trading 
band agreed with the International Monetary 
Fund. 

The bank has spent $440 million on 
interventions so far this month. It has agreed 
with the IMF to buy dollars when the peso 

strengthens beyond a band that on Monday was 
37.787 to 48.901 per greenback.  
 
(Reporting by Walter Bianchi, writing by Hugh 
Bronstein) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil Treasury sees federal debt up as 

much as 11 pct this year  

28-Jan-2019  
By Jamie McGeever and Marcela Ayres 

BRASILIA, Jan 28 (Reuters) - Brazil's federal 

debt rose to 3.88 trillion reais ($1.03 trillion) 
in December, up 8.9 percent from 3.56 trillion 
reais a year earlier, and is expected to rise 
further this year, the Brazilian Treasury said 
on Monday. 
The Treasury predicts public debt this year 
will swell to somewhere between 4.1 trillion 
and 4.3 trillion reais, the upper end of which 
would represent an increase of almost 11 

percent, it outlined in its annual financing 
plan. 

Brazil's net financing needs this year are also 
expected to increase, by almost 20 percent to 
779.7 billion reais from 651.1 billion last year, 
according to the Treasury's projections. 
The figures are the new government's first 

official forecasts for Brazil's debt and financing 

needs this year. President Jair Bolsonaro and his 
administration have drawn up an ambitious 
economic reform agenda, which foreign 
investors have welcomed. 

Yet their share of Brazil's debt holdings fell last 

year, ending December at 11.22 percent, down 

almost a full percentage point from 2017. 
Treasury is confident that will rebound this year. 
"Foreign investors had a series of problems with 
emerging markets last year. But I was in New 
York in December ... and investors are quite 
optimistic: they like the economic agenda we've 

presented," Mansueto Almeida, Secretary of the 
Treasury, told reporters on Monday. 
Almeida said that quick approval of the 
government's reforms would improve Brazil's 
outlook and allow Treasury to extend the 
average maturity of its borrowing and issue 

more fixed rate paper. 
"Ahead of the elections last year they decided to 
reduce the duration of their borrowing, and 

they're basically saying now that they intend to 
continue this strategy, which makes sense," said 
one fund manager in Sao Paulo.  
Brazil's benchmark Selic interest rate is at an 

all-time low of 6.50 percent, and there is a 
growing groundswell of opinion that it will not 
rise much this year, if at all.  
According to Treasury forecasts, Letras 
Financeiras do Tesouro, short-term notes 
linked to the Selic rate, will account for 
between 38 and 42 percent of the federal debt 
this year, up from 35.5 percent last year. 

Fixed rate bonds will account for between 29 

and 33 percent of the total debt stock, compared 
with 33 percent last year, while inflation-indexed 

bonds' share is expected to be somewhere 
between 24 and 28 percent versus 27 percent 
last year, Treasury said. 
 
($1 = 3.7691 reais) 

(Reporting by Jamie McGeever 
Editing by James Dalgleish) 
(( jamie.mcgeever@thomsonreuters.com ; +44 (0) 
207 542 8510; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil central government deficit 

widens in December  

29-Jan-2019  

BRASILIA, Jan 29 (Reuters) - Brazil's 

government posted a fiscal deficit in 
December that was nearly twice the size of its 
November deficit, underscoring the challenge 
facing President Jair Bolsonaro as he tries to 
balance the federal budget. 

The central government, which includes federal 
ministries, the social security system and the 
central bank, posted a deficit of 31.784 billion 

reais ($8.5 billion) before interest payments, up 
from a deficit of 16.206 billion reais in 
November.  
The central government's primary deficit last 
year was 120.3 billion reais, just below a 124.3 

billion reais deficit in 2017.  

 
($1 = 3.7251 reais) 
(Reporting by Marcela Ayres and Jamie McGeever; 
Editing by Bernadette Baum) 
(( brad.c.haynes@tr.com ; +55 11 5644 7725; 
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Reuters Messaging: 
brad.c.haynes.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Colombia 

Colombia central bank holds key 

lending rate at 4.25 pct, as expected  

31-Jan-2019   
BOGOTA, Jan 31 (Reuters) - Colombia's central 

bank held its benchmark interest rate steady 
for a ninth consecutive month at its meeting 
on Thursday, as it seeks to boost economic 
growth while inflation remains largely 
controlled. 

The unanimous decision met expectations of all 

analysts in a Reuters poll last week. 
Economic growth in the Andean nation will 
continue to pick up as a new tax reform, backed 
by President Ivan Duque, brings in additional 
revenue and household spending increases, the 
seven-member board said in a statement 
explaining its decision. 

Policymakers expect growth close to 3.5 percent 
in 2019, the statement said, even while 
expectations for the price of crude remain low. 
"The international price of oil has increased this 
month, but remained below the average 
observed in 2018. In the same period the 

country risk premium was reduced and the peso 

appreciated against the dollar," the statement 
said. 
The board said its decision to hold the rate was 
also based on the dynamics of economic activity 
and uncertainty about the speed of that 
recovery. It looked at inflation and that figure's 

expected convergence to the bank's 3 percent 
target, as well as the effects of changing 
external conditions. 
The central bank also said it would buy $1 billion 
from the government as it seeks to accumulate 
international reserves. 
The bank has gathered some $800 million via 

auctions of its "PUT" options, in preparation for a 
possible reduction of its $11.5 billion credit line 

with the International Monetary Fund next year. 
Another $400 million in "PUT" options will be 
auctioned in February, the bank said. 
For 2019, the current account deficit is 
projected to be a higher proportion of GDP 

than that registered in 2018, it added. 

 
(Reporting by Julia Symmes Cobb and Helen Murphy; 
editing by Diane Craft) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381; 
)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

Ecuador issues $1 bln in 10-year bonds 

to yield 10.75 pct  

29-Jan-2019  

QUITO, Jan 28 (Reuters) - Ecuador's finance 

ministry said on Monday it had placed about 
$1 billion in 10-year sovereign bonds in the 
international market. 

Proceeds from the 10.75 percent bonds will be 
used to strengthen the Andean country's 
reserves and help fund this year's budget which 
has financing needs of about $8 billion, the 
ministry said in a statement. 
"Ecuador has always been alert to a window 
of opportunity to go into the markets and this 
issue does not mean that the permanent 
dialogue and communication with other 
potential sources of financing, such as 
multilateral organizations and China, is 
closed," it said. 

Ecuador faces liquidity problems due to a bulky 
fiscal deficit and hefty external debt produced 

during the government of former President 

Rafael Correa. 
The government said it obtained a yield that was 
25 percentage points lower than the 11 percent 
established in the initial guide. 
Citigroup, JP Morgan and Deutsche Bank are 
acting as placement leaders, according to IFR, a 

Refinitiv service, citing one of the agents in 
charge of the operation. 
 
(Reporting by Alexandra Valencia 
Writing by Helen Murphy and Diane Craft) 
(( helen.murphy@thomsonreuters.com ; +57-1-518-
5378; Reuters Messaging: 
helen.murphy.reuters.net@reuters.com )) 
(c) Copyright Thomson Reuters 2019. 
 
 

S&P Says Ecuador 'B-/B' Ratings 

Affirmed; Outlook Remains Stable  

29-Jan-2019  
Jan 28 (Reuters) -  
S&P says Ecuador 'B-/B' ratings affirmed; 
outlook remains stable. 

S&P says also affirmed 'b-' transfer and 

convertibility (T&C) assessment for Ecuador. 
S&P on Ecuador says uncertainties remain over 
the extent of near-term fiscal .adjustments and 
structural reforms. 

S&P says stable outlook reflects Ecuador will 
continue its fiscal consolidation program. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Jamaica 

Fitch Upgrades Jamaica To 'B+'; 

Outlook Stable  

31-Jan-2019  
Jan 31 (Reuters) - Fitch Ratings: 
Fitch upgrades Jamaica to 'B+'; outlook 
stable. 
Fitch says upgrade of Jamaica's IDRS reflects 
a track record of large primary surpluses that 

have cut general government Debt/GDP 
significantly. 
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Fitch says upgrades Jamaica's country ceiling by 

two notches, to one notch above LTFC IDR. 

Fitch says Jamaica's current fiscal policy settings 
will lead to a sustained fall in Debt/GDP. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uruguay 

DBRS Confirms Uruguay at BBB (low), 

Stable Trend   

29-Jan-2019  

Date of Release: January 29, 2019 
DBRS Confirms Uruguay at BBB (low), Stable 

Trend 
Industry: Public Finance--Sovereigns 
DBRS, Inc. (DBRS) confirmed the Oriental 
Republic of Uruguay's Long-Term Foreign and 
Local Currency - Issuer Ratings at BBB (low) 
and Short-Term Foreign and Local Currency - 

Issuer Ratings at R-2 (middle). The trend on 
all ratings is Stable.  

KEY RATING CONSIDERATIONS  
The rating confirmation balances Uruguay's 
strong political and economic fundamentals 
with ongoing fiscal challenges. Uruguay's 
political environment is characterized by high-
quality public institutions, low levels of 
corruption, and predictable macroeconomic 
policymaking, all of which constitute an 

important source of credit strength. The 

economy continues to demonstrate a high 
degree of resilience. GDP is estimated to have 
grown 2.1% in 2018 and is projected to grow 
1.9% in 2019, despite a severe drought last 
year and a recession in neighboring Argentina. 
Ample foreign exchange reserves, conservative 
public debt management, and sound regulation 

of the banking system bolster the economy's 
defenses to external shocks. In addition, the 
growth outlook could materially improve if a 
large potential investment in the pulp and paper 
sector advances.  
However, challenging fiscal dynamics are the 

key constraint to a rating upgrade. Despite 
efforts to consolidate fiscal accounts, the fiscal 
deficit has not materially narrowed over the last 
few years. Public debt ratios could increase 
gradually over the medium term in the absence 
of budgetary tightening. This highlights the 
importance of the next administration's fiscal 

strategy. General elections are scheduled for 
October 2019. A sustained effort to curb 
spending growth will likely be needed to place 
public debt ratios on a firm downward trajectory.  
RATING DRIVERS  
Uruguay's credit profile would benefit from 
greater fiscal space and counter-cyclical 
capacity. If the next administration 

implements a durable consolidation in the 
fiscal accounts, the ratings could experience 
upward pressure.  

DBRS does not foresee much downside risk to 
the ratings in the near term. Nevertheless, the 

ratings could experience downward pressure if 

budget dynamics significantly deteriorate or 

external buffers erode over time, thereby 
weakening Uruguay's resilience to shocks.  
RATING RATIONALE  
One Fundamental Strength of Uruguay's Credit 
Profile Is Strong Public Institutions.  
Uruguay is a stable liberal democracy with an 

effective government and low levels of 
corruption. A centrist electorate facilitates 
moderate politics and pragmatic policymaking. 
The basic pillars of macroeconomic policy are 
broadly supported across the political spectrum. 
The predictable policy outlook fosters a favorable 

environment for economic growth. With general 
elections still nine months away, it is too early to 
assess the electoral outlook. The Frente Amplio 

coalition has controlled the presidency and both 
houses of congress since 2005. However, early 
polls suggest the race is competitive among 
Uruguay's three main political parties. If no 

presidential candidate secures a majority in the 
first round, a runoff election will be held for the 
top two contenders in November 2019. 
Regardless of the outcome, DBRS expects the 
next administration to be committed to fiscal 
sustainability.  
Prudent Liability Management and Ample 

Reserves Enhance the Resilience of the Economy 
to Shocks  
Creditworthiness is supported by Uruguay's 
conservative public debt management. 
Rollover and liquidity risk are minimal. The 
average maturity of central government debt 

is 15 years. In the event of market turbulence, 
Uruguay has substantial funding flexibility. 

Liquid assests held by the central government 
amounted to $2.2 billion in September 2018. 
This is complemented by another $2.4 billion in 
contingent credit lines from multilateral 
organizations. Taken together, available 
resources are well in excess of the $3.2 billion in 
debt servicing needs for 2019.  

Sound external accounts and large liquidity 
buffers also bolster the economy's defenses 
against potential shocks. Exchange rate 
flexibility has helped the economy adjust to 

evolving global conditions without generating 
excessive stress on balance sheets in the private 
sector. The current account is in a modest deficit 

position. Furthermore, reserves are high at $16 
billion, or 26% of GDP. This provides the 
government with ample buffers in the event of a 
shock.  
Risks to the Growth Outlook Are Two-Sided 
Despite the recent slowdown, the Uruguayan 

economy has performed well for more than a 
decade. Product diversification and the 
incorporation of technological advances in the 
agricultural sector have generated large 
productivity gains and enhanced the economy's 

resilience to regional volatility. The economy has 
expanded 16 consecutive years at a compound 

annual rate of 4.2%. Looking ahead, a 
potentially large investment in the pulp and 
paper sector could support growth prospects. If 
carried out, investment in the new mill and 
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ancillary infrastructure is estimated to total $3.4 

billion, or 6% of GDP. The project would 

represent the largest private investment in the 
Uruguay's history and could start contributing to 
growth as early as the end of this year. 
However, volatility in the external environment 
poses downside risk to the outlook. The small 
and open nature of the Uruguayan economy 

leaves it exposed to shifts in global commodity 
prices and the economic cycles of its large 
neighbors. Slower-than-expected recoveries in 
Brazil or Argentina could negatively affect 
Uruguay through the trade channel, specifically 
weaker demand for goods exports and tourism 

services. Outside of the region, a sharper-than-
expected deceleration in China could affect 
Uruguay's outlook directly through the terms of 

trade channel, as well as indirectly through 
weaker demand from Uruguay's commodity-
exporting neighbors. The Next Administration 
Will Inherit Fiscal and Monetary Policy 

Challenges The key challenge facing the 
sovereign credit profile is the fiscal deficit. 
Despite consolidation plans by the Vázquez 
administration, the overall fiscal deficit has not 
materially narrowed in recent years. The 
underlying source of pressure is rising current 
spending: higher education and healthcare costs 

combined with greater social security expenses. 
Excluding transfers related to some workers 
shifting from the private to the public pension 
regime (the "cincuentones effect"), the 12-

month consolidated public sector deficit was 
3.8% of GDP in November 2018. Including the 

pension funds, the deficit amounted to 2.7%. 
While the transfer of pension funds reduces the 
headline deficit in the near term, the net effect 
is to add implicit liabilities to the public sector 
balance sheet. In the absence of fiscal 
consolidation measures, budget dynamics will 
remain challenging with public debt ratios set to 

gradually increase over the medium term. 
Anchoring inflation expectations around the the 
mid-point of the central bank's 3-7% target 
range is another policy challenge. Consumer 
prices increased 8.0% in December 2018 

relative to one year ago, and 12-month inflation 
expectations remain above the upper limit of the 

target range. The challenge of anchoring 
expectations is complicated by the weak 
transmission of monetary policy amid high 
financial dollarization and low financial 
intermediation. RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 

result in the BBB (high) - BBB (low) range. The 
main points discussed during the Rating 
Committee include 1) the political environment 
and electoral outlook, 2) Uruguay's recent 
economic performance, and 3) fiscal dynamics. 
KEY INDICATORS  
Fiscal Balance (% GDP): -3.5% (2017); -3.7% 

(2018F); -3.5% (2019F) Gross Debt (% GDP): 
65.7% (2017); 68.2% (2018F); 67.8% (2019F) 
Nominal GDP (USD billions): 59.2 (2017); 60.9 
(2018F); 62.9 (2019F) GDP per capita (USD 
thousands): 16.9 (2017); 17.4 (2018F); 17.9 

(2019F) Real GDP growth (%): 2.7% (2017); 

2.0% (2018F); 1.9% (2019F) Consumer Price 

Inflation (%, eop): 6.6% (2017); 8.0% (2018F); 
7.5% (2019F) Domestic credit (% GDP): 26.3% 
(2017); 27.5% (Sept-2018) Current Account (% 
GDP): 1.5% (2017); -0.2% (2018F); n/a 
(2019F) International Investment Position (% 
GDP): -27.8% (2017); -24.7% (Sept-2018) 

Gross External Debt (% GDP): 69.5% (2017); 
70.1% (Sept-2018) Foreign Exchange Reserves 
(% short-term external debt + current account 
deficit): 263% (2017); 268% (June-2018) 
Governance Indicator (percentile rank): 75.5 
(2017) Human Development Index: 0.80 (2017) 

Notes:  
All figures are in U.S. dollars unless otherwise 
noted. Fiscal balance and gross public debt 

statistics are reported on a consolidated public 
sector basis and exclude the impact of transfers 
related to "cincuentones". Forecasts are based 
on the IMF WEO - October 2018 and the IMF 

Staff Concluding Statement of the 2018 Article 
IV Mission. Current account and international 
investment position data are based on BPM6. 
Governance indicator represents an average 
percentile rank (0-100) from Rule of Law, Voice 
and Accountability, and Government 
Effectiveness indicators (all World Bank). Human 

Development Index (UNDP) ranges from 0-1, 
with 1 representing a very high level of human 
development.  
The primary sources of information used for this 

rating include the Ministerio de Economía y 
Finanzas, Banco Central del Uruguay, Instituto 

Nacional de Estadística, Superintendencia de 
Servicios Financieros, IMF, The Conference 
Board Total Economy Database, World Bank, 
NRGI, Brookings, Bank for International 
Settlements, UNDP, Transparency International, 
and Haver Analytics. DBRS considers the 
information available to it for the purposes of 

providing this rating was of satisfactory quality. 
The rated entity or its related entities did 
participate in the rating process for this rating 
action. DBRS did not have access to the 
accounts and other relevant internal documents 

of the rated entity or its related entities in 
connection with this rating action.  

 
© DBRS Limited and DBRS, Inc. (collectively, DBRS). 
 
 

Venezuela 

Maduro says Venezuela always 

honours its debts  

30-Jan-2019  
MOSCOW, Jan 30 (Reuters) - Venezuela always 

honours its financial obligations to creditors, 
President Nicolas Maduro said on Wednesday 
in comments to Russia's RIA news agency 

when asked if his government could offer 
guarantees it would repay loans to Russia and 
China.  

The comments came a day after Russia said 
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Caracas could have problems servicing its debt 

to Moscow after Washington imposed sweeping 

sanctions on Venezuela's state oil company. 
 
(Reporting by Maria Kiselyova 
Writing by Tom Balmforth 
Editing by Paul Tait) 
(( Tom.Balmforth@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela prepares to fly tonnes of 

central bank gold to UAE   

31-Jan-2019  
By Corina Pons and Mayela Armas 
CARACAS, Jan 31 (Reuters) - Venezuela will 

sell 15 tonnes of gold from central bank vaults 
to the United Arab Emirates in coming days in 

return for euros in cash, a senior official with 
knowledge of the plan said, in an effort by the 
troubled OPEC member to stay solvent. 

The sale this year of gold reserves that back the 
bolivar currency began with a shipment on Jan. 
26 of 3 tonnes, the official said, and follows the 
export last year of $900 million of mostly 
unrefined gold to Turkey.  

In total, the plan is to sell 29 tonnes of gold held 
in Caracas by February, the source said, 
requesting anonymity in order to speak freely. 
Venezuela had reserves of 132 tonnes between 
the central bank's vaults and the Bank of 
England at the end of November, according to 

central bank data. 

The government of President Nicolas Maduro 
resorted to selling off gold after falling oil 
production, the country's wider economic 
collapse and mounting U.S. sanctions hit public 
income and made it hard for the country to 
access credit. 

The United States, which is backing an attempt 
by the opposition to force Maduro to step down 
and call new elections, warned bankers and 
traders on Wednesday not to deal in Venezuelan 
gold. 
Republican U.S. Senator Marco Rubio sent a 
tweet to the United Arab Emirates embassy in 

Washington on Thursday warning that anybody 
transporting Venezuelan gold would be subject 
to U.S. sanctions.  
Neither the embassy of the United Arab Emirates 
in Colombia, which covers Venezuela, or the 
central bank responded immediately to requests 
for comment. 

 
(Reporting by Corina Pons 
Editing by Rosalba O'Brien and Frances Kerry) 
(( frank.daniel@thomsonreuters.com ; +52 55 5282 
7137; Reuters Messaging: 
frank.daniel.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

JPMorgan keeps Venezuela's PDVSA in 

emerging bond indexes  

01-Feb-2019  
By Karin Strohecker 

LONDON, Feb 1 (Reuters) - JPMorgan retained 

dollar-denominated debt issued by 
Venezuela's state-run oil company PDVSA in a 
key emerging market bond index in a monthly 
rebalancing. 
Investors have been concerned that JPMorgan 
could exclude PDVSA from the EMBI Global 
benchmarks of sovereign and sub-sovereign 
emerging hard-currency debt after Washington 

imposed sweeping sanctions on the company on 
Monday.  
"There is no immediate impact on the index 
status of Venezuela from the set of sanctions 
and licenses issued on 28 January 2019," 
Kumaran Ram and Gloria Kim from 
JPMorgan's index team wrote in a note to 
clients.  

"Both Venezuela Republic and PDVSA bonds 

currently remain eligible for the flagship 

benchmarks: EMBI Global Diversified, EMBI 
Global, and EMBI+." 
However, a prolonged market disruption in 
liquidity and pricing would warrant a further 
review of the company's index 
status for potential removal, JPMorgan added.  

While there were no explicit rules around 
sanctions for index membership, any entities 
finding themselves under such measures would 
likely be removed from benchmarks on the basis 
of liquidity, replicability and accessibility, Ram 
and Kim said. 
PDVSA has a weight of 0.53 in JPMorgan's EMBI 

Global Diversified index while Venezuela 
Republic bonds were at 0.66 as of earlier this 
week, according to the index provider. 
Many asset managers welcomed the move to 
keep PDVSA in the key index, for now.  
"They kept them in, there are no changes on 
PDVSA, and we are very happy about that," said 

one asset manager who declined to be named. 
"(A change) would have come too quick, the 
situation is still evolving." 
Venezuela - the country with the largest oil 
reserves in the world - has defaulted on most 
of its $63 billion of debt as it has spiralled into 
its worst-ever economic crisis with 
hyperinflation forecast to reach 10 million 
percent this year. 

Since the start of the year, bonds issued by 
Venezuela and PDVSA have chalked up steady 
gains amid weeks of protests that saw pressure 
mount on President Nicolas Maduro.  
The debt rallied further after opposition 
leader Juan Guaido, who declared himself 
interim president on Jan. 23, received the 
backing of the United States along with most 

other countries in the western hemisphere. 

However, trading in PDVSA bonds almost ground 
to a halt after Washington imposed a swathe of 
sanctions, including a ban on U.S. investors from 
trading in the secondary market, other than 
divestment. 

"They were one of the best-performing bonds in 

January, and as a manager that is hard to 
overlook," said Abhishek Kuma, head of 
emerging markets debt at State Street Global 
Advisors.  
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"Venezuela has defied all conventional wisdom 

for a very long time. As long as the bonds are 

there in the benchmark you have to consider 
buying them," Kumar added. 
PDVSA's 2024 issue - previously one of the most 
heavily traded issues - was indicated at 0.8 
cents weaker at 24.53 cents in the dollar. The 
2025 sovereign bond showed at around 31.5 

cents, according to Refinitiv data. 
JPMorgan communicates any changes of index 
constituents to its clients on the last trading day 
of the month. The EMBI Global index includes 
$24.1 billion of dollar-denominated PDVSA debt, 
according to the index provider. 

 
(Reporting by Karin Strohecker, editing by Sujata Rao 
and Susan Fenton) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

SUB-SAHARAN AFRICA 

Sub-Saharan Africa Eurobonds to 

perform better this year  

01-Feb-2019  
• SSA Eurobonds to extend recovery 

path 
• Fewer or no further U.S. Fed hikes to 
fuel recovery 
• International Monetary Fund 
assistance to reassure investors 

By Vuyani Ndaba 
JOHANNESBURG, Feb 1 (Reuters) - Eurobonds 

from sub-Saharan Africa will perform better 
this year even though debt levels in some 
parts of the region are ballooning, as 

diminishing prospects for further U.S. interest 
rate hikes support demand, a Reuters poll 
found. 

All but one of 10 analysts surveyed this week 
said it would be a better year than last, but 

opinion was split on which country would 
dominate the overall improvement. 
"It is likely that African Eurobonds will offer 

better returns this year after a negative 
performance in 2018," said Samir Gadio, head of 
Africa strategy at Standard Chartered. 
"This probably reflects their high-yield status, 
cheap valuations at the end of 2018 and lighter 
investor positioning at the time." 
The U.S. Federal Reserve on Wednesday 
signalled its three-year drive to tighten 

monetary policy may be at an end amid a 
suddenly cloudy outlook for the U.S. economy, 
an announcement that could support investor 
interest in Africa's debt market. 

Nigeria's 30-year $460 million Eurobond, issued 
in November as part of a $750 million 
fundraising, currently yields a healthy 8.169 
percent. 

In a positive sign for the region, investment 

bank JPMorgan raised its exposure to emerging 

market local bonds and currencies after the Fed 

shifted to a more dovish stance. 
Aly-Khan Satchu, head of Rich Management in 
Nairobi, said a lot depends on the Fed's rate 
trajectory. The U.S. central bank held interest 
rates steady on Wednesday and discarded its 
promise of "further gradual increases", instead 

saying it would be "patient". 
Top African crude exporters like Nigeria and 
Angola have suffered in recent years from oil 
price weakness that has curbed into much-
needed revenues and exposed weaknesses at 
state-owned companies.  
The poll listed Angola, Nigeria and even 
heavily-indebted Zambia as places to look for 
value in 2019 after a year of disappointing 
returns for net oil exporters compared with 
importers on the continent.  

Nigeria raised $2.86 billion in Eurobonds three 
months ago to help fund its budget deficit, in a 
sale that was three times oversubscribed. 
Angola, Africa's second-largest crude producer is 

sizing up a shot at the bond market after 
securing an International Monetary Fund deal.  
Oil prices averaged just over $100 per barrel in 
the first half of the past decade but fell to half 
that from mid-2014.  
A Reuters survey on Thursday forecast Brent 
crude oil futures to average $67.32 a barrel this 

year, down from $69.13 projected in December.  
Analysts said African Eurobonds had already 

posted impressive returns early this year and 
were generally performing better than other 
emerging markets. 
But even if U.S.-China trade talks yield positive 
results and better risk sentiment, Gadio warned 

that tighter spreads and supply pressure could 
constrain bond gains later this year. 
Kenya is planning to issue a bond to help fund 
its 2018-2019 budget deficit. A banking source 
valued it at $2.5 billion. 
Ivory Coast is planning to raise up to 1.4 trillion 

CFA francs ($2.5 billion) this year on regional 
and international markets. 
"Investors will likely look for pockets of relative 
value in countries that still trade relatively wide 

to immediate peers and/or have room to 
outperform. This appears to include Nigeria, 
Cote d'Ivoire and Cameroon," said Gadio. 

Angola, Kenya and Mozambique were cited in 
the poll as likely borrowers this year, adding to 
their already hefty debt burdens, followed by the 
Republic of Congo and Zambia. 
 
($1 = 566.2500 CFA francs) 
(Reporting by Vuyani Ndaba; Editing by Catherine 
Evans) 
(( vuyani.ndaba@thomsonreuters.com ; +27 11 775 
3157; Reuters Messaging: 
vuyani.ndaba.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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Angola 

Angola readying first trip to borrowing 

markets since IMF deal  

29-Jan-2019  
• Angola readying to issue bonds again 
after turbulent 12 months 
• Financing needs of around 3.5 trillion 
kwanza in 2019 
• Privatisation efforts to initially focus 
on banks 
• Budget cuts may be required if oil 
prices stay subdued 

Adds detail on budget issues, central bank plans 

for FX exchange 

By Marc Jones 
LONDON, Jan 28 (Reuters) - Angola is readying 

a return to bond markets after securing an 
IMF deal and hopes to kick-off a three-year 
privatisation programme this year, Treasury 
Secretary Vera Daves told Reuters on Monday.  

Angola, Africa's second-largest oil producer, 

secured $3.7 billion of International Monetary 
Fund aid in December having been pushed 
towards an economic crisis by the fall in crude 
prices since mid-2014.  
Its currency, the kwanza, dropped more than 40 
percent last year making it the second worst 
performing in the world after Argentina's peso, 

while its debts jumped and international 

reserves fell to a seven-year low of $11.1 billion 
in December.  
Daves said the country had financing needs of 
around 3.5 trillion kwanza ($11.32 billion) this 
year compared to the nearly 5 trillion kwanza it 
spent in 2018, and was hoping to tap 

international markets to secure some of the 
money. 
"We are ready because we have been through 
the procedure recently," she told Reuters in an 
interview. Angola sold a $1.75 billion 10-year 
bond at a yield of 8.25 percent last year. 

Asked how soon it could happen, she said it 
would depend on investor appetite. "Probably 

next month we will have a better idea," Daves 
said, adding that "hopefully" it would be a 10-
year bond. "We are always trying to elongate 
our debt maturities." 
President João Lourenço, who took over in 

September 2017 after 38 years of rule by José 
Eduardo dos Santos, has said he wants to revive 
Angola's fortunes by tackling corruption, opening 
it up to foreign investment and diversifying away 
from oil, which accounts for more than 90 
percent of exports. 
The IMF programme is aimed at bringing 

stability to the country and fostering a return 
of economic growth, especially in the second 
half of the year, when Daves expects an 
expansion of around 2.8 percent. 

It could struggle to reach that if oil stays below 
the $68 a barrel the Treasury had as its average 
forecast for the year. 
It could also require more budget cuts by the 

government, although education and healthcare 

spending as well as key infrastructure projects 

needed to be protected, Daves said.  

PRIVATISATION PLANS 
Privatisation is also part of the country's plans 
and the IMF's. Banks, oil and mining firms, 
telecoms and agriculture companies are all on 
what is likely to be a "staggered" agenda over 
three years.  

"Hopefully we will see the first ones this year," 
Daves added. A bank will "probably be first 
because they have history of reporting," which 
makes the privatisation process easier. 
Angola's depleted foreign exchange reserves 
remain a problem and can't afford to go much 

lower, Daves acknowledged. 
The country scrapped the kwanza's peg to the 
dollar at the start of last year, but reserves have 

continued to fall as the central bank has 
gradually worked through a backlog of what 
were effectively unpaid bills.  
Daves estimated that around 1.2 trillion kwanza 

($3.88 billion) was still snarled up, although 
around 300 billion kwanza of that was still being 
scrutinised.  
She also expects the central bank to announce 
far-reaching changes to try and prevent 
backlogs building up in the future. 
"They (the central bank) want to change foreign 

exchange law and create a buffer," and make it 
easier to move money in and out of Angola, she 
said. 
"I know they want to come in first semester and 

come with very clear proposal on this," she said, 
but did not have more details. 

 
($1 = 309.2420 kwanza) 
(Reporting by Marc Jones; Editing by Catherine Evans 
and Sonya Hepinstall) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Foreign buyers snapped up Egyptian 

five-year bonds in auction  

29-Jan-2019  
CAIRO, Jan 29 (Reuters) - Foreign investors 

bought all of the five-year Egyptian treasury 
bonds auctioned on Monday, the country's 

finance ministry said on Tuesday in a sign of 
renewed emerging market debt appetite. 

Egypt's central bank sold 1.16 billion Egyptian 
pounds ($66 million) in five-year bonds at an 
average yield of 17.59 percent, down from a 
yield of 18.03 at the last similar auction. 
The Egyptian pound stabilised on Tuesday, 
trading at an average price of 17.68 to the 

dollar, after two days of consecutive 
appreciation that pushed it to a nine-month 
high. 
"The rise in foreign investments in 
government debt certainly contributed to the 
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pound strengthening, but there are also better 
global sentiments at large and confidence in 

the Egyptian balance of payments situation," 
Allen Sandeep, Naeem Brokerage head of 
research, told Reuters. 

Foreign investors bought around 30 percent of 
treasury bills and around 55 percent of five- and 
ten-year bonds auctioned this week, the finance 
ministry said. 
"With the Egyptian pound's appreciation also 

coinciding with a sizable drop in treasury yields - 
due to increased carry trade appetite - the same 
is likely to have resulted from increased foreign 
currency inflows into banks," Sandeep said. 
Yields in Egyptian five-year bonds had declined 
at every auction since mid-December. Average 
yields on bonds of other tenors were mixed.  

 
($1 = 17.6000 Egyptian pounds) 
(Reporting by Yousef Saba; Editing by Nadine Awadalla 
and Alexander Smith) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt to offer foreign-currency bond 

this quarter, minister says  

30-Jan-2019  
CAIRO, Jan 30 (Reuters) - Egypt plans to issue 

foreign-currency bonds in early 2019 to raise 
$3 billion to $7 billion, Finance Minister 
Mohamed Maait said on Wednesday. 

The offering will take place in February or March, 
Maait said. 

Egypt plans to issue a number of dollar-
denominated and euro-denominated bonds by 
the end of this fiscal year in June, the finance 
ministry said on Monday. Another offering of 
green bonds as well as international bonds in an 
unspecified Asian currency will be offered after 

that, it said. 
JP Morgan, HSBC and Citigroup will manage the 
dollar-denominated issue, the ministry said. BNP 
Paribas, Natixis, Alex Bank and Standard 
Chartered will manage the euro-denominated 
issue. 

Egypt raised 2 billion euros ($2.29 billion) from 

its eurobond sale in April last year. 
 
($1 = 0.8750 euros) 
(Reporting by Ehab Farouk, writing by Sami Aboudi, 
editing by Larr King) 
(( Sami.Aboudi@thomsonreuters.com ; 
+20223948181; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt's GDP grew 5.4 pct in first half of 

fiscal year, minister says  

30-Jan-2019  

CAIRO, Jan 30 (Reuters) - Egypt's gross 

domestic product grew by 5.4 percent in real 
terms in the first half of the current fiscal 
year, up from 5.2 percent a year earlier, the 
country's planning minister said on 
Wednesday. 

Egypt is targeting real economic growth of 5.6 

percent in the second half of the fiscal year, Hala 

al-Saeed said in a statement. Real economic 
growth of 5.8 percent is expected this fiscal 
year, which ends June 30. 
Earlier, two government sources told Reuters 
that GDP grew 5.6 percent in the first half of the 
fiscal year. Economists polled by Reuters earlier 

this month expected growth of 5.3 in the fiscal 
year. 
Egypt is pushing ahead with tough economic 
reforms as part of a $12 billion, three-year 
IMF loan deal signed in November 2016. 

The reforms, aimed at attracting investors who 
fled during Egypt's 2011 uprising, have included 
new taxes, cuts to energy subsidies and a 

currency devaluation, putting the budgets of 

tens of millions of Egyptians under strain. 
 
(Reporting by Ehab Farouk; writing by Lena Masri; 
editing by Larry King) 
(( Sami.Aboudi@thomsonreuters.com ; 
+20223948181; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Kenya has room to refinance 

government debt, central banker says  

29-Jan-2019  

By Omar Mohammed 
NAIROBI, Jan 29 (Reuters) - Kenya has room to 

refinance its debt by extending the tenure of 
some of its loans, the central bank governor 
said on Tuesday, but it faces growing risks 
from an unsteady global economy. 

Slowdowns in Europe and China, uncertainty 
over Brexit, a U.S.-China trade war and the 
recent U.S. government shutdown have all 

contributed to fears of a crisis in the global 
economy, Patrick Njoroge told a news 
conference. 
"Clearly, the global economy is without a 
rudder," Njoroge said. "It's just coasting and 
without direction. That is very dangerous." 
The Kenyan government's debt stood at 56.5 
percent of gross domestic product in 
September, Njoroge said, and "there is scope 
for the reorganization of the debt portfolio, 
including replacing more expensive debt with 
cheaper debt." 

However, debt was just 42 percent of GDP when 
President Uhuru Kenyatta came to power in 
2013. His government has borrowed heavily to 
finance infrastructure projects. 

In October, the International Monetary Fund 
increased Kenya's risk of defaulting on its debt 
repayments to moderate from low, citing the 
government's public investment drive and 
revenue shortfalls in recent years. 

Policymakers held the central bank rate at 9.0 

percent on Monday, citing vibrant economic 
activity at home and inflation that is within the 
target range. 
Njoroge also said that Kenyan banks have shown 
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resilience, helped by its efforts to deal with non-

performing loans. The credit risk for banks was 

easing, he said, but he cautioned banks against 
reckless lending. 
Bad debts among Kenyan banks rose to 12.4 
percent of total credit last year, the highest level 
in more than a decade. 
The economy was expected to expand by 6.3 

percent this year, up from an estimated 6.1 
percent in 2018, the governor said, driven by an 
expansion in agriculture and services. 
The ministry of finance is discussing issuing a 
Eurobond to help fund the 2018/19 budget 
deficit, it said last week, with a banking 
source valuing it at $2.5 billion, to be issued 
in dollars or euros. 

The narrowing of the fiscal deficit, which the 

government targeted at 6.3 percent of GDP for 
the current fiscal year, will afford the central 
bank flexibility in monetary policy, Njoroge said. 
The government is targeting a deficit of 5 
percent of GDP for the 2019/20 fiscal year. 
"We do hope that those plans will work out as 

they have been put forward, because that will 
also allow us from the monetary side some room 
for readjustment, rebalancing in terms of we can 
now be less tight on the monetary policy," he 
said. 
 
(Reporting by Omar Mohammed 
Editing by Maggie Fick) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 

4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Nigeria 

Nigerian opposition candidate to create 

$25 bln fund for infrastructure  

30-Jan-2019  
LAGOS, Jan 30 (Reuters) - Nigeria's main 

opposition candidate for president said on 
Wednesday he would create a $25 billion fund 
to support private sector investment in 
infrastructure if elected next month, as part of 
plans to revive the economy. 

Atiku Abubakar, a businessman who served as 
vice president between 1999 and 2007, has 
promised to double the size of Nigeria's 
economy to $900 billion by 2025. 
He is the main challenger to President 
Muhammadu Buhari in the Feb. 16 election. 
Nigeria's oil-dependent economy, which vies 

with South Africa's to be the largest in Africa, 
has performed below par since 2016, when it 
suffered its first recession in 25 years. 
"Our vision is to accelerate investment to 
double our infrastructure stock to 
approximately 50 percent of GDP by 2025 and 
70 percent by 2030," Abubakar said in a 
statement.  

Part of Abubakar's plan if elected would be to 

close a 60 naira premium between the official 
exchange rate and the parallel market rate 

against the U.S. dollar, and channel a fund for 

petrol subsidies into health and education 

spending. 
 
(Reporting by Alexis Akwagyiram 
Writing by Chijioke Ohuocha 
Editing by Peter Graff) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa's December budget 

surplus widens year-on-year  

30-Jan-2019  

JOHANNESBURG, Jan 30 (Reuters) - South 

Africa's December budget surplus widened to 
14.50 billion rand ($1.07 billion) compared 
with a surplus of 13.18 billion rand in the 
corresponding period in the previous year, 
Treasury data showed on Wednesday. 

The tables below shows revenue and 
expenditure for the ninth month of the 2018/19 
fiscal year (April to March), compared with the 

previous financial year. 
These are also expressed as a percentage of the 
2018/19 budget and the audited outcome for 
2017/18. 

 
($1 = 13.5800 rand) 
(Reporting by Olivia Kumwenda-Mtambo 
Editing by Alexander Winning) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
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