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ASIA 
  

China 

DBRS Releases Commentary: China's 

Increasing Debt - It's the Mix that 

Matters   

02-May-2019  
Date of Release: May 1, 2019 
DBRS Releases Commentary: China's Increasing 

Debt - It's the Mix that Matters 

Industry: Public Finance--Sovereigns 
DBRS released a commentary on "China's 

Increasing Debt-It's the Mix that Matters".  
China's debt-to-GDP ratio is likely to start 
rising again. Deleveraging efforts and 
tightened supervision that were initiated in 
2016 had helped stabilize the debt ratio at 

255% during 2017-18. However, concerns over 
slowing domestic growth, combined with 

uncertainty from the ongoing trade and 

investment tensions with the U.S., have resulted 
in expansionary monetary and fiscal policies 
being adopted. DBRS notes that these policies, 
coupled with the sharp fall in inflation, could 

mailto:Publicdebtnet.dt@tesoro.it
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result in China's debt-to-GDP ratio rising in the 

coming years. This renewed growth in debt may 

crowd out private sector demand and reduce 
financial stability.  
Some of the increase in China's debt is to be 
expected as its economy liberalizes and its 

financial markets deepen. Moreover, its current 
overall level relative to GDP is not out of line 
with other large economies. The composition, 

however, is different. China has considerably 
more corporate debt and less household and 
government debt relative to GDP than other 
large economies.  
DBRS notes that the deceleration in growth and 
lower inflation has exposed inefficient firms and 

resulted in an increase in corporate bond 
defaults in the last several months. These 

defaults may be the beginning of a necessary 
market correction, but they could also endanger 
the stability of the financial system due to 
interlinkages between corporates, non-bank 
financial institutions, and banks. China's 

willingness to backstop the financial system if 
the deterioration spreads will have 
implications for the future of the public debt 
ratio and China's rating.  

In addition to non-financial corporate debt, a 
growing concern is the increase in the debt 
burden of households, which has risen from 
17.5% of GDP in 2008 to 51.6% of GDP a 

decade later. The growth in household lending 
now exceeds growth of corporate borrowing, 

with credit primarily flowing to mortgage 
lending. The combination of a sharp rise in 
household debt over the last few years and 
slower household income growth has raised 
concerns on potential default risks and the 

impact on consumption in an economic 
downturn. China's debt is largely domestic, the 
banking sector remains well-capitalized, and the 
Chinese government has many levers to 
influence the economy - high reserve 
requirements, high domestic savings, and a 
large sovereign wealth fund. But, an increased 

debt burden could limit growth and potentially 
challenge the social contract between the central 
government and the people and lead to social 

unrest.  
 
This commentary is available at www.dbrs.com. For 
more information on China, visit www.dbrs.com or 
contact us at info@dbrs.com.  
DBRS, Inc.  
140 Broadway, 43rd Floor  
New York, NY 10005 USA 

© DBRS Limited and DBRS, Inc. (collectively, DBRS). 
This publication may not be reproduced in any form, 
whether electronic or otherwise, without the prior 
written consent of DBRS. 
©Thomson Reuters 2019. All rights reserved. 
 

 

Georgia 

Georgian central bank leaves 

refinancing rate at 6.5 pct  

01-May-2019  
TBILISI, May 1 (Reuters) - Georgia's central 

bank kept its refinancing rate at 6.5 percent 
on Wednesday, citing forecasts that suggest 
annual inflation will stay close to its 3 percent 
target this year. 

The central bank had cut the rate to 6.75 
percent in January and to 6.50 percent in March. 

Annual inflation in March stood at 3.7 percent, 
up from 2.3 percent in February. Month by 
month, prices rose 1 percent in March after 

climbing 0.3 percent in February. 
The central bank said that the increase in 
annual inflation in March was a one-time 
event caused by the increase in excise taxes. 

"According to current forecasts, with other 

things being equal, annual inflation will be 
around the target level of 3 percent," the bank 
said in a statement. 
The bank plans to ease interest rates towards 5 
to 6 percent over the next two years, central 
bank Governor Koba Gvenetadze told Reuters in 
January. 

The bank is due to hold its next policy meeting 
on June 12. 
 
(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 

India Bonds Rise As Crude Oil Slips 

Further; INR Gain Helps   

30-Apr-2019  

By Dharam Dhutia 

NewsRise 
MUMBAI (Apr 30) -- Indian government bonds 

open higher as Brent crude oil declines for 
fourth consecutive session. Benchmark note 
now at INR99.13, yielding 7.39%, against 

INR98.97 previous close. USD/INR trading 
lower at 69.74 against 70.01 previous close. “Oil 

is the dominating factor, and since it has moved 
much below $75 per barrel, some buying 
confidence has returned,” says trader at private 
bank. Still, "we will have to wait and see on 
what happens after May 2, when the original 
deadline by the U.S. on Iran oil imports end, and 
how other OPEC members react.” Benchmark 

Brent crude oil contract down for fourth straight 

session today, amid expectations that rising 
output from U.S. and OPEC would offset supply 
crunch from Iran. Contract last 0.2% lower at 
$71.93 per barrel, after hitting six-month high of 
$75.60 per barrel last week. India to auction 
Treasury Bills worth INR200 billion today and 

mailto:Publicdebtnet.dt@tesoro.it
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bonds worth INR170 billion on May 3. 

Benchmark yield tipped in 7.38%-7.42% today. 

 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-6135 3308 
- Edited by Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Rise As Oil Prices Ease, 

RBI Debt Purchase Aids  

02-May-2019  
By Dharam Dhutia and Siddhi Nayak 
NewsRise 

MUMBAI (May 02) -- Indian government bonds 

ended higher, aided by lower crude oil prices 

that eased inflation fears and on central 
bank’s open market note purchase.  

The benchmark 7.26% bond maturing in 2029 
ended at 99.12 rupees, yielding 7.39%, in 
Mumbai, against 98.93 rupees and a 7.41% 
yield at previous close. The rupee ended higher 
at 69.36 to the dollar against the previous close 
of 69.56. 

“Crude oil prices have eased substantially from 
the worrisome level of $75 per barrel, which is 
aiding the rally in bond prices,” said Yogesh 
Kalinge, vice president at A.K. Capital. “Also, 
RBI’s open market operation is a positive for 

bonds.”  

Crude oil prices fell for a second consecutive 
session today, after U.S. crude oil output rose to 
its highest levels since September 2017.  
The benchmark Brent crude contract was down 
0.9% to $71.91 per barrel, after falling 0.85% 
yesterday. The contract had hit a six-month high 
of $75.60 per barrel last week. India imports 

about 80% of its crude oil requirements. 
India’s March retail inflation hit a five-month 
high of 2.86% on year, but was below the 
central bank’s target of 4% for the eighth 
straight month. The nation's rate-setting 
Monetary Policy Committee has cut policy rates 
twice by a total of 50 basis points since February 

and is widely expected to cut rates in coming 
months. 
The Reserve Bank of India today purchased 
bonds worth 125 billion rupees in its first such 
auction for this financial year that started Apr. 
1. The RBI is scheduled to conduct similar 
purchases worth 125 billion rupees this 

month. The RBI had purchased bonds totalling 
2.99 trillion rupees via open market operations 

in the previous financial year. 
Indian states today raised 52 billion rupees by 
selling bonds, the cutoff yield for which were 
lower than estimates. India’s federal 
government will sell bonds worth 170 billion 

rupees tomorrow, including 40 billion rupees of a 

new 40-year note. 
Meanwhile, the Federal Reserve kept its key 
policy rate unchanged, citing low inflationary 
pressures. 
Voting for India's general elections started last 

month and will be held in several phases till May 

19. The results are due on May 23. 

 
- By Dharam Dhutia and Siddhi Nayak; 
dharam.dhutia@newsrise.org; 91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia raises 5.07 trln rupiah in 

sukuk auction, below target  

30-Apr-2019  
JAKARTA, April 30 (Reuters) -  

• Indonesia raised 5.07 trillion rupiah 

($355.91 million) in Islamic bonds auction on 
Tuesday, Finance Ministry said in a statement. 
Amount raised was lower than an indicative 
target of 6 trillion rupiah. 

• The weighted average yields set for the 
sukuk sold on Tuesday were slightly higher than 
yields of comparable notes sold in the previous 
auction. 

• The total incoming bids on Tuesday were 
worth 13.26 trillion rupiah 
 
($1 = 14,245 rupiah) 
(Reporting by Fransiska Nangoy; Editing by Shreejay 
Sinha) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kuwait 

Moody's Affirms Kuwait's Aa2 Rating; 

Maintains Stable Outlook  

02-May-2019  

May 2 (Reuters) - Moody's: 
Moody's affirms Kuwait's AA2 rating; 
maintains stable outlook. 

Moody's says rating affirmation underpinned by 
view Kuwait's exceptionally large wealth to 
support fiscal strength, creditworthiness. 
Moody's says Kuwait's long-term and short-term 

foreign-currency bond and deposit ceilings 
remain unchanged at aa2 and prime-1, 
respectively. 
Moody's says for foreseeable future, Kuwait's 
fiscal exposure to lower oil prices will remain 
very high. 
Moody's says longer term, Kuwait faces a large 

and sustained increase in demand for jobs from 
its young and fast-growing population. 

Moody's says stable outlook reflects expectation 
that Kuwait's extremely high fiscal strength will 
be largely preserved through oil price 
fluctuations. 
Moody's says stable outlook reflects expectation 

mailto:Publicdebtnet.dt@tesoro.it
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that Kuwait's extremely high fiscal strength to 

be largely preserved through long-term 

demographic pressure. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon president urges 2019 budget 

deal as veterans protest  

30-Apr-2019  
By Ellen Francis 

BEIRUT, April 30 (Reuters) - Lebanon's 

president called on Tuesday for approval of 
the 2019 draft budget by the end of May in 
order to launch long-stalled economic 
reforms, though military veterans fearing 
pension cuts took to the streets.  

Wrestling with one of the world's heaviest public 
debt burdens and years of low growth, the 
Lebanese government has promised reforms 

which economists deem more pressing than 
ever.  
But it risks public anger if it trims wages, 
pensions or benefits in its massive public sector 
bill.  
There have been some protests in recent days.  
"President (Michel) Aoun urged hurrying up 

discussions on the budget so that it is approved 

in parliament before the end of next month," his 
office tweeted on Tuesday.  
After ministers met to discuss the budget at 
the presidential palace, Finance Minister Ali 
Hassan Khalil said on television there would 
be daily meetings to send the budget to 
parliament, but no salary or pensions cuts 

were contemplated. 

Earlier this month, he told Reuters the budget 
would include wide spending reductions. 
As well as the bloated public sector, state 
finances are also strained by high debt servicing 
costs and hefty subsidies in the power sector. 
Promised reforms include starting work to 

reduce the deficit in the state-subsidised power 

sector and managing public debt to lessen its 
cost, as well as cutting waste and corruption.  
"OUR SWEAT AND BLOOD" 
Government officials from Lebanon's rival 
political parties have all stressed the need to 
enact immediate reforms to prevent an 
economic crisis.  

Prime Minister Saad al-Hariri has said Lebanon 

faces "catastrophe" if the coalition government - 
formed in late January after months of 
negotiations - does not agree what may be the 
most austere budget in its history. 
Jason Tuvey, Middle East economist at Capital 
Economics, said it would be extremely difficult 
for politicians to agree enough austerity 

measures, which are deeply unpopular. 
"We still think the Lebanese authorities will 
ultimately be forced to turn to some sort of debt 
restructuring," he said. 
In Tuesday's protest, a few hundred veterans 

gathered in front of the central bank, the finance 

ministry, and Beirut port, rallying against any 

potential cuts to their pensions. 
"This is our right, our sweat and blood," former 
sergeant major Khodr Noureddine said. "Our 
salaries can't even feed us for a day, there's no 
school funding, no good healthcare." 
A spokesman for the protesters, retired brigadier 

general Ali Omar, vowed they would remain in 
the streets to ensure they keep their pensions. 
He said cuts would hit tens of thousands of 
people, including wounded or handicapped 
soldiers, and families of killed soldiers.  
 
(Additional reporting by Issam Abdallah 
Editing by Andrew Heavens, Susan Fenton and Andrew 
Cawthorne) 
(( Ellen.Francis@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon's Hezbollah says banks have 

duty to help cut cost of public debt  

02-May-2019  

BEIRUT, May 2 (Reuters) - The leader of 

Lebanon's Hezbollah movement said on 
Thursday Lebanese banks had a "national and 
moral duty" to help the government resolve 
its high cost of servicing debt.  

The heavily armed, Iran-backed group, which 
has elected representatives in parliament and is 
part of the ruling coalition, in February called on 

the government to open talks with banks to 
bring down the cost of servicing the debt. 
"Banks have to take the initiative to participate 
in the solution when it comes to debt servicing 
and reducing interest and this is the least of 
their national, moral duty," Sayyed Hassan 
Nasrallah said in a speech, according to the 

website of the pro-Hezbollah al-Manar channel. 
The government said in January it was not 
proposing to restructure the public debt and 
affirmed its commitment to paying all maturing 
debt and interest payments at predetermined 
dates.  
Lebanon has one of the largest debt-to-GDP 

ratios in the world at about 150 percent, 
partly accumulated through the cost of 
servicing existing debt. Much of the debt is 
held by Lebanese banks.  

The government, formed in late January after 
months of negotiations between rival parties 
following an election a year ago, is working to 
produce a 2019 budget that the finance minister 

has said will include "wide reductions" in 
spending. 
 
(Reporting by Angus McDowall 
Editing by Peter Graff) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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Oman 

Oman readies U.S. dollar bond sale  

30-Apr-2019  
By Davide Barbuscia 

DUBAI, April 30 (Reuters) - Oman is preparing 

a sale of U.S. dollar-denominated bonds, two 
sources familiar with the matter said, as the 
sultanate seeks to take advantage of 
improved conditions across emerging markets 
to finance its budget deficit. 

It would be its first international issuance of 
2019. 
Less wealthy than its Gulf neighbours, Oman's 

state coffers have been depleted by a slump in 

oil prices over the past few years and the 
country has increasingly relied on external 
borrowing to refill widening deficits. 
The government said at the beginning of the 
year it planned to cover 86 percent of this year's 

expected budget deficit through local and foreign 
borrowing.  
That would correspond to around $6.2 billion in 
debt. 
The new bond issuance – the exact timing and 
size of which depends on market conditions – 
is "pretty much ready," said one of the 
sources, declining to provide more details. 

Oman's finance ministry did not respond to a 

request for comment on the potential deal. 

Oman has raised debt internationally over the 
past few years to levels that have created 
concerns among investors and pushed its credit 
rating to junk status. 
S&P Global Ratings this month cut its outlook on 

Oman to negative from stable, saying the 
change reflected "the risk that in the absence of 
substantial fiscal measures to curtail the 
government deficit, or a more favourable 
external environment, fiscal and external buffers 
will continue to erode." 
Still, the country is not facing the risk of a debt 

crisis, an IMF official told Reuters earlier this 
year, if it implements planned fiscal reforms, like 

the introduction of a value-added tax. 
The IMF estimates Oman to have a budget 
deficit of nearly 10 percent this year, while the 
budget is expected to go down to 7 percent in 
2020, according to data released this week. 

The fund said Oman would need oil prices to be 
at $97 per barrel to balance its budget this year. 
 
(Reporting by Davide Barbuscia; 
Editing by Andrew Cawthorne) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Pakistan 

Pakistan reserves decrease $219 mln 

to $8,805.2 mln week ending April 26  

02-May-2019  
KARACHI, Pakistan, May 2 (Reuters) - 
Pakistan's foreign exchange reserves 
decrease $219 million to $8,805.2 million in 
the week ending April 26, compared to 
$9,024.3 million in the previous week, central 
bank said on Thursday. 

During the week ending April 26, foreign 
reserves decrease by $219 million due to 

external debt servicing and other official 
payments, central bank said on Thursday.  

 
(Reporting by Syed Raza Hassan) 
(( raza.hassan@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Philippines 

S&P Says Philippines Long-Term Rating 

Raised To 'BBB+' On Strong Growth 

Trajectory; Outlook Stable   

30-Apr-2019  
April 30 (Reuters) - S&P: 
S&P says Philippines long-term rating raised 
to 'BBB+' on strong growth trajectory; 
outlook stable. 

S&P says raised Philippines' rating to reflect the 
Philippines' strong economic growth trajectory. 
S&P on Philippines says affirmed 'a-2' short-term 

rating at 'a-2'. Also revised transfer and 
convertibility (T&C) assessment higher to 'a-' 
from 'BBB+'. 
S&P on Philippines says may raise ratings 
over next two years if government makes 
significant further achievements in its fiscal 
reform program. 

S&P - Philippines' stable outlook reflects 

economy will continue to achieve above-average 

real GDP growth over medium term, supporting 
its credit profile. 
S&P on Philippines says may also raise ratings if 
we find that institutional settings in the 
Philippines have improved markedly. 
S&P-may lower ratings if Philippines' fiscal 

program leads to higher-than-expected net 
general government debt levels, or real GDP 
growth declines. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

Saudi Arabia may issue euro-

denominated bonds this year  

28-Apr-2019  
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DUBAI, April 28 (Reuters) - Saudi Arabia may 

issue euro-denominated bonds this year, 
depending on market conditions, Finance 
Minister Mohammed al-Jadaan said on 
Sunday. 
Saudi Arabia plans to issue 118 billion riyals 
($31.47 billion) in debt this year to help finance 
the national budget deficit, the country's Debt 
Management Office (DMO), part of the ministry 

of finance, said last month. 
 
($1 = 3.7500 riyals) 
(Reporting by Asma Alsharif, Writing by Nafisa Eltahir, 
editing by Davide Barbuscia) 
(( Nafisa.Eltahir@thomsonreuters.com ; +971 56 22 
61754; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Affirms Saudi Arabia at 'A+'; 

Outlook Stable  

30-Apr-2019  
Fitch Ratings-Hong Kong/London-April 30: Fitch 

Ratings has affirmed Saudi Arabia's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) at 'A+' with a Stable Outlook. 

A full list of rating actions is at the end of this 
Rating Action Commentary. 

KEY RATING DRIVERS 
Saudi Arabia's ratings are supported by strong 
fiscal and external balance sheets, including 
exceptionally high international reserves, low 
government debt and significant government 

assets. These strengths are balanced by oil 
dependence, weak World Bank governance 
indicators and high geopolitical risks. The 

balance sheet strengths are gradually eroding 
and our estimate for the fiscal break-even Brent 
price, averaging USD87/bbl in 2018-2020, is 
above our oil price forecasts and higher than for 
many regional peers. 
Saudi Arabia's budget deficit narrowed to 
5.9% of GDP in 2018 from 9.2% in 2017, but 
was still much higher than the historical 'A' 

median of 2% of GDP. Strong growth in oil 
revenue (up 40%) and non-oil revenue (up 
15%) was partly offset by a sharp jump in 

expenditure (up 16%). Spending was 10% over 
the government's initial budget, a degree of 
over-spending lower than historically but above 
2016-2017 levels. The increase in non-oil 

revenue overwhelmingly reflected structural 
improvements such as the introduction of VAT 
and hikes to domestic petrol prices and 
electricity tariffs, but much of the increase in 
current spending reflects social considerations 
(such as an additional allowance to government 

employees) and could prove difficult to roll back. 
Fitch's forecast of lower oil prices (Brent to 
average USD65/bbl in 2019 and USD62.5/bbl in 
2020) together with the underlying loosening of 
fiscal policy in 2018 will create headwinds for 

fiscal consolidation and the government's goal of 
balancing the budget by 2023, as set out in the 

revised Fiscal Balance Program (FBP). So far, 
better-than-expected oil revenue has been the 
primary factor allowing the government to meet 

and exceed the FBP targets for the deficit, debt 

and government reserve levels even as the 

expenditure trajectory has been revised 
upwards. In a less supportive oil price 
environment, sticking to these targets will be 
tougher, although the government stresses its 
intention to do so. 
A larger-than-usual USD33 billion (4.2% of GDP) 

dividend from Saudi Aramco in 1Q19 will support 
oil revenue this year even at lower average oil 
prices, resulting in further but temporary 
narrowing of the fiscal deficit to 5.4% of GDP 
(SAR158 billion) in our forecast. We see the 
deficit widening to 6.6% of GDP (SAR198 billion) 

in 2020 as oil prices weaken further, and as 
Aramco's need to use part of its free cash flow 
for the USD69 billion acquisition of a stake in 

Saudi Basic Industries Corporation (SABIC) may 
limit further upside for dividends to the 
government. We estimate that a USD10/bbl 
increase in oil prices could improve the fiscal 

balance by over 3% of GDP, all else being equal, 
although in practice we expect this would be 
partly offset by higher spending. 
The government's balance sheet is forecast to 
deteriorate amid continued deficits. We 
forecast general government debt will be 22% 
of GDP in 2020 from 16% in 2018 and 14% in 
2017, when we last downgraded Saudi 

Arabia's ratings. Although this will still be well 

below the 'A' category median (historically about 
42% of GDP), we view Saudi Arabia's debt 

tolerance as lower than that of most rating peers 
due to weak structural features, including the 
undiversified nature of the economy. We also 
assume SAR145 billion of deposit drawdowns in 
2019-2020 (more than the SAR110 billion 

specified in the FBP), bringing general 
government debt net of deposits at SAMA to 
about 8% of GDP, from -3% of GDP in 2018 and 
-13% in 2017. 
In addition to a worsening of the central 
government's net asset position, there is a build-

up of leverage in the broader public sector, 
albeit this is from a relatively low starting point 
and many state-owned entities remain unlevered 
compared with international peers. We estimate 

the level of state-owned and government-related 
enterprise debt (including banks) in Saudi Arabia 
at about 20% of GDP in 2018. The Public 

Investment Fund (PIF) signed a USD11 billion 
loan facility in September 2018, the first time it 
has borrowed at the parent level, and we expect 
further PIF borrowing to support domestic 
projects and international investments. Saudi 
Aramco raised USD12 billion through the 
Eurobond market in April 2019 and will likely 

borrow more in order to help fund its acquisition 
of a stake in SABIC from the PIF. 
Saudi Arabia's estimated sovereign net 
foreign asset (SNFA) position has also 
deteriorated, but will remain one of the 

highest among Fitch-rated sovereigns. SNFA 
fell to 74% of GDP in 2018 from 87% of GDP in 
2017 mainly on the back of government external 

debt issuance, and is expected to decline to 70% 
of GDP by 2020. Saudi Arabia's SNFA position 
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mainly reflects exceptionally large SAMA 

reserves of 64% of GDP (or 24 months of 

current external payments). 
The current account surplus widened to 9.2% of 
GDP in 2018, from 1.5% of GDP in 2017 and 
was well above the historical 'A' median of about 
1% of GDP. Nevertheless, SAMA reserves, 
including gold, were largely flat amid continued 

acquisition of assets abroad by residents. 
According to SAMA, about 60%-70% of financial 
outflows in 2017 and 2018 could be attributed to 
public sector entities. We expect SAMA reserves 
to decline slightly but remain at a high level in 
2019-2020, amid a narrowing of the current 

account surplus and continued resident 
investment abroad, mainly by the PIF. The fall in 
reserves will be mitigated by external borrowing, 

portfolio inflows into the equity market related 
to Saudi Arabia's inclusion in major indices and a 
gradual pick-up in inward FDI from the 
historically very low level of 0.4% of GDP in 

2018. 
Real GDP growth is likely to remain well 
below the historical 'A' median of about 4%. 
The economy expanded by 2.2% in 2018 after 
a 0.7% contraction in 2017 (reflecting oil 
production restraint and relatively tight fiscal 

policy). Stronger 2018 performance was driven 
both by a recovery in the oil sector, with 
average crude production up 3.6% in 2018, and 

a pick-up in non-oil activity to 2.1%. We expect 
oil output to remain constrained by the OPEC 

agreement, although the launch of the Jazan 
refinery later in 2019 will allow for higher 
refining volumes. The fiscal policy stance overall 
supports an acceleration of non-oil growth to 
2.5% in 2019-2020, despite the contractionary 

effect of an ongoing government programme of 
increasing fees on expatriates and their 
dependents (this has contributed to a fall in the 
number of non-Saudis employed by 1.4 million 
or 13% since end-2016). Structural reforms 
under the Vision 2030 programme could boost 

growth over the medium term. 
Most structural features are weaker than the 'A' 
category median, including World Bank 
indicators of Governance and Doing Business. 

Hydrocarbons accounted for 67% of fiscal 
revenue and external receipts and 34% of GDP 
in 2018. In our view, political risks are high 

compared with peers and historical norms, due 
to Saudi Arabia's prominent role in a volatile 
region, its recently assertive stance in foreign 
affairs, and the rapid pace of political and social 
change domestically. At 12.8% in 2018, the 
Saudi unemployment remains relatively high, in 
our view, creating economic and social pressure. 

The banking sector is well capitalised and well 
regulated, although the ratio of nonperforming 
loans to total gross loans has risen from low 
levels in an environment of slow private credit 

growth. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Saudi Arabia a 
score equivalent to a rating of 'A-' on the Long-
Term Foreign-Currency IDR scale. 

Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final Long-

Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 
• Public Finances: +1 notch, to reflect the 
large government deposits held with the central 
bank as well as other government assets. 
• External finances: +1 notch, to reflect 

the large size of sovereign net foreign assets, 
largely held as international reserves and the 
strong net external creditor position. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 

qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 

reflected in the SRM. 
RATING SENSITIVITIES 
The following factors could, individually or 
collectively, trigger positive rating action: 
• Fiscal consolidation or an extended rise 
in oil revenues that generate a sustainable fiscal 
surplus and reverse the decline in the 

government's net creditor position. 
The following factors could, individually or 
collectively, trigger negative rating action: 
• Failure to reduce the budget deficit and 

halt the deterioration of the public sector 
balance sheet. 

• Spill-over from regional conflicts or a 
domestic political shock that threatens stability 
or affects key economic policies or activities. 
KEY ASSUMPTIONS 
Fitch assumes that Brent crude oil prices will 
average USD65/bbl in 2019 and USD62.5/bbl in 
2020, in line with its Global Economic Outlook - 

March 2019. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'A+'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'A+'; 

Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 

'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AA' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'A+' 
Issue ratings on KSA Sukuk Limited global trust 

certificates (sukuk) affirmed at 'A+' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved.  
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Moody's Says Saudi Arabia's Debt 

Trend Will Improve Over Next 2-3 Yrs  

01-May-2019  
May 1 (Reuters) - Moody's: 
Moody's says Saudi Arabia's credit profile 
supported by very high fiscal and economic 
strength and external liquidity buffers. 

Moody's says Saudi Arabia's government debt 
trend will improve over the next two to three 
years. 
Moody's says Saudi Arabia's economy expected 
to grow at a rate of 2%-2.5% per year over the 

next five years. 
Moody's says progress on government's plans to 
diversify Saudi Arabia's economy away from oil 

could lift the country's longer-term growth 
potential. 
Moody's says Saudi Arabia's credit strengths 
include robust but deteriorating fiscal 
position, substantial external liquidity buffers. 

Moody's says progress on government's plans to 
diversify Saudi Arabia's economy away from oil 
could lift the country's longer-term growth 
potential. 
Moody's says Saudi Arabia's credit strengths 
include large oil reserves with low extraction 
costs, and prudent financial system regulation. 

Moody's says progress on government's plans to 
diversify Saudi Arabia's economy away from oil 
could lift the country's longer-term growth 

potential. 
Moody's says Saudi Arabian government's 
balance sheet remains strong, despite decline in 
oil prices since 2014 that pushed budget balance 

into deficit. 
Moody's, on Saudi Arabia, says positive 
developments could stem from implementation 
of reforms that enhance competitiveness & 
private-sector employment. 
Moody's - Saudi Arabia's challenges include 

exposures to oil price volatility, socio-economic 
issues posed by population growth, 
unemployment. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Saudi Arabia to issue US$3bn-US$5bn 

in international sukuk by Q3  

02-May-2019  
LONDON, May 2 (IFR) - Saudi Arabia will issue 

$3 billion to $5 billion in new international 
sukuk, or Islamic bonds, around the third 
quarter as part of plans to diversify financing 

of the national budget deficit, a senior finance 
ministry official told Reuters. 

Riyadh began issuing debt in international 
markets in 2016 after its finances were snagged 

by lower global oil prices. It has since become 
one of the biggest emerging markets issuers, 
having sold nearly $60 billion in international 
bonds, including $11 billion in sukuk. 

At the end of 2018, it also had more than $80 
billion in outstanding domestic debt, borrowed 

through conventional and Islamic bonds, which 

bypass a religious prohibition on interest. 
Fahad al-Saif, who heads the kingdom's debt 
management office (DMO), said in an 
interview that about 40 percent of the $31.5 
billion in debt planned for this year had been 
issued in the first quarter. 

"At the end of quarter one, we have reached 55 
percent local, 45 percent international. We 
believe that the ratios will be more skewed 

towards the local (debt issues) by the end of this 
year..." he said late on Wednesday. 
International sukuk are planned for the third 
quarter "subject to timing, pricing, market 
conditions and obviously demand and supply," 
Saif added. 
Saudi Arabia, the world's top oil exporter and 

the largest Arab economy, issued its latest 
international bond in January, raising $7.5 billion 
out of over $25 billion in demand. 
Many saw that deal, the kingdom's first dollar 
issue since the murder of journalist Jamal 
Khashoggi last October, as a vote of market 

confidence after the killing in the Saudi 
consulate in Istanbul tarnished Riyadh’s 
reputation. 
OTHER CURRENCIES 
The Saudi finance minister said last week that 
Riyadh might issue euro-denominated bonds 
this year depending on market conditions, and 
is considering debt in other currencies such as 
the yuan. 

Saif told Reuters that the DMO was focused 
mostly on Saudi riyals, dollars and possibly 
euros. 
"Certain markets that we are paying attention to 
at the moment, do we have them as strict 
plans? Not yet. Are we discussing them as part 
of our medium term debt strategy? Yes." 

The DMO is also considering in the medium term 
raising financing backed by foreign export credit 
agencies, which offer loan guarantees and 
sometimes financing to encourage trade and 
lower the costs of international business. 
But more than a year after requesting proposals 

from banks, the plans remain at an early stage. 
"There is no strict timeline. We are in 

discussions. We are getting ourselves into the 
terminologies and the jargons of the ECA 
financing type. We are trying to match what is 
the right project versus the right financing to be 
tapped into...," he said. 

State oil giant Saudi Aramco received more than 
$100 billion in orders last month for its debut 
bond - even after its prospectus said the 
kingdom would not guarantee the notes - but 
chose to sell only $12 billion. 
Last week the Saudi energy minister said 
Aramco would remain active in debt markets, 

raising the prospect of potential impacts on 
Saudi Arabia's debt-to-GDP ratio and its 

sovereign credit rating. 
Saif dismissed those concerns, saying: "The 
ample demand that Aramco has received proves 
that there is a quite decent appetite to the 

kingdom in fact beyond anyone’s expectations." 
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(Reporting by Stephen Kalin and Marwa Rashad) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Singapore 

Moody's Says Largest Risk To 

Singapore's Near-Term GDP Growth Is 

Weakening Global Growth  

30-Apr-2019  
April 30 (Reuters) - Moody's:  
Moody's says largest risk to Singapore's near-
term GDP growth is weakening global growth. 
Moody's says Singapore's AAA credit profile 

reflects the sovereign's wide range of 
strengths. 

Moody's says country's dependence on external 
demand remains a source of volatility in 
economic growth. 
Moody's expects overall policy continuity 
through impending political transition to the 
country's "fourth-generation leadership". 

Moody's says Singapore's strong external 
position and sound banking system protect 
against risks from an economic downturn. 
Moody's- trade related sectors showing signs of 
weakness, reflecting slowing in global growth, 
posing risks to Singapore's near-term economic 

performance. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Korea 

Republic of Korea mandates for euro-

denominated bonds  

30-Apr-2019  
HONG KONG, April 30 (IFR) - The Republic of 

Korea (Aa2/AA/AA–) has mandated Citigroup, 
Credit Agricole, JP Morgan and HSBC on a 

euro-denominated bond for late June. 

This will be South Korea's first euro deal since 
2014 if plans materialise. 
The prospective euro offering will also be Korea's 
first socially responsible sovereign bond, sources 
said. 
The planned transaction adds rare supply to 
the euro-denominated Asian sovereign arena, 

as the Republic of Indonesia has been the 
only country from the region that has been 
issuing euro debt every year since 2013, 
according to Refinitiv data.  

Korea's last deal came last September via a 
US$1bn offering that was equally split between 
10 and 30-year notes and priced at Treasuries 

plus 60bp and 85bp, respectively. 
 
(Reporting by Frances Yoon; Editing by Vincent Baby) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019. 
 
 

United Arab Emirates 

Abu Dhabi Government announces 

repayment of sovereign bonds from 

2009  

29-Apr-2019  
Abu Dhabi Government/ sovereign bonds 
ABU DHABI, 29th April, 2019 (WAM) -- The Abu 

Dhabi Government has repaid its sovereign 
bonds on 8th April 2019, according to an 

announcement by the Department of Finance 
– Abu Dhabi. 

The bonds were issued by Abu Dhabi 

Government in 2009 in two tranches of US$1.5 
billion each, with a total value of US$3 billion. 
The first tranche with a value of US$1.5 billion 
for five years was due and repaid in 2014, while 
the second tranche of US$1.5 billion for 10 

years, has now been repaid in April 2019. 
Jassim Mohammed Buatabh Al Zaabi, 
Chairman of the Department of Finance, 
pointed out that the Abu Dhabi Government's 
repayment of these bonds reaffirms the high 
buffers and the vast financial reserves 

enjoyed by the Emirate of Abu Dhabi. "It also 
underscores the successful management of 
Sovereign Wealth Funds, as well as the 

government's ability to issue successful bonds 

offering and repaying within the specified 
period," he added. 
"The Abu Dhabi Government has once again 
reiterated the resilience of its financial, 
monetary and economic policies, which have 

enabled it to brave economic challenges and 
decrease in oil revenues by diversifying the 
economy to maintain the stability of its strong 
credit profile and large fiscal buffers," Al Zaabi 
continued, adding that this reinforces confidence 
in the emirate's economy and its ability to 
achieve sustainable growth. 

"It is also key to increasing the strength of Abu 
Dhabi's economy in attracting foreign 

investments," he explained. 
The sovereign bonds, which at the time of their 
issuance were considered the largest of their 
kind in the Middle East, were assigned an 'Aa2 
credit rating' by rating agency, Moody's. 

Meanwhile, ratings agencies Fitch, Standard & 
Poor's assigned an 'AA credit rating' – a 
testament to the robustness of Abu Dhabi's 
economy and its political and monetary stability. 
 
© Copyright 2019 Emirates News Agency (WAM) 
Provided by SyndiGate Media Inc. . 
Copyright (c) 2019 SyndiGate. All Rights Reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Vietnam 

Vietinbank is supplemented with the 

content of "Investing in Government 
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bond futures" on April  

28-Apr-2019  
In the Decision No. 743 / QD-NHNN issued by 
the Governor of the State Bank, the Governor 
of the State Bank has decided to add the 
operation contents to the Establishment and 
Operation License of Vietnam Joint Stock 
Commercial Bank for Industry and Trade. 
Accordingly, the Governor of the State Bank 

approved to add the content of "Investing in 
Government bond futures" to Point 2.4, Clause 
2, Article 3 of the Establishment and Operation 
License No. 142 / GP-NHNN dated July 3 / 2009 
issued by the SBV to Vietnam Joint Stock 
Commercial Bank for Industry and Trade. 
Vietnam Joint Stock Commercial Bank for 

Industry and Trade is responsible for 

implementing the procedures stipulated in 
Clause 4, Article 29 of the Law on Credit 
Institutions No. 47/2010 / QH12, amended and 
supplemented by Law No. 17/2017 / QH14 for 
the above-mentioned activities. This Decision 
takes effect from the date of signing and is an 

integral part of the Establishment and Operation 
License No. 142 / GP-NHNN dated July 3, 2009 
of the State Bank of Vietnam for Vietnam Joint 
Stock Commercial Bank for Industry and Trade. 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved 
 

EUROPE 

 

Albania 

Albania to sell 12.4 bln leks (99.8 mln 

euro) of 6-mo, 1-yr T-bills on May 7  

02-May-2019  
TIRANA (Albania), May 2 (SeeNews) – Albania's 

finance ministry will offer a total of 12.4 
billion leks ($111.9 million/99.8 million euro) 
worth of six-month and one-year Treasury 
bills at an auction on May 7, it said. 

Investors will be offered 1.7 billion leks of six-
month T-bills, the finance ministry said in its 
second-quarter debt issuance calendar. 
At the last auction of six-month government 
securities held on April 2, investors bought 1 

billion leks worth of T-bills, in line with target. 
The average yield fell to 0.85%, from 1.07% at 
the previous auction held on February 12. 
The finance ministry will also offer 10.7 billion 
leks of one-year T-bills on May 7. 
The ministry raised 7.67 billion leks at the last 

auction of one-year government securities held 
on April 23, slightly below its 8 billion leks 
target. The average weighted yield edged up to 
1.12% from 1.09% at the previous auction of 

one-year Treasury bills held on April 2. 
 
(1 euro = 122.554 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 

 

Bulgaria 

Bulgaria's gross foreign debt falls 

1.3% y/y at end-Feb  

30-Apr-2019  
SOFIA (Bulgaria), April 30 (SeeNews) - 
Bulgaria's gross foreign debt fell by an annual 
1.3% to 33.35 billion euro ($37.43 billion) at 
the end of February, the central bank said on 
Tuesday. 

The gross foreign debt was equivalent to 56.4% 
of the projected 2019 gross domestic product 

(GDP), the Bulgarian National Bank said in a 
statement. 
Compared with the end of January, Bulgaria's 

external debt edged up 0.1%. 
 
($ = 0.8910 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Czech Republic 

Czech end-April budget shows CZK 

29.7 bln deficit, biggest since 2012  

02-May-2019  
PRAGUE, May 2 (Reuters) - The Czech central 

state budget showed a 29.7 billion crown 
($1.30 billion) deficit at the end of April, the 
biggest gap for the period since 2012, Finance 
Ministry data showed on Thursday. 

The result compares to a 0.8 billion crown 
surplus recorded a year ago when the budget 

was helped by European Union fund payments.  
Adjusted for EU funds, the end-April budget 
would show a deficit of 27.2 billion crowns, 
versus 21.7 billion crowns deficit in the same 
period last year, the data showed. 
Overall expenditure rose 13.4 percent while 
income was up only 6.5 percent.  

The 2019 central state deficit was approved by 
parliament with a 40 billion crown deficit. 

The central government budget is the main part 
of the EU country's overall public sector 
finances, which also include local and regional 
administrations, the health insurance system 
and various off-budget funds. 

The ministry forecasts the overall fiscal balance 
to show a 0.3 percent/GDP surplus this year 
before falling to its first deficit since 2015 next 
year, to a 0.2 percent of GDP gap. 
 
($1 = 22.8770 Czech crowns) 
(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. 
 
 

Czech central bank's Rusnok: broad 

rate stability seen until mid-2020 after 
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latest hike  

02-May-2019  

PRAGUE, May 2 (Reuters) - The Czech National 

Bank's updated forecasts show broad interest 
rate stability until mid-2020 after a hike on 
Thursday, Governor Jiri Rusnok said after the 
decision. 

The central bank raised its two-week repo rate 
by 25 basis points to 2.00 percent on Thursday, 

the eighth increase since starting a tightening 
cycle in 2017.  
Rusnok told a news conference that inflation 
pressures were easing overall and that domestic 
inflation was firmly anchored. He added a fast 
appreciation of the crown currency was not 

expected.  
 
(Reporting by Robert Muller and Jason Hovet) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hungary 

Hungary central bank says policy 

stance to remain accommodative  

30-Apr-2019  
BUDAPEST, April 30 (Reuters) - Hungary's 

monetary policy orientation remains 

accommodative, the central bank said on 
Tuesday after keeping interest rates on hold, 
as widely expected, despite a rise in inflation. 

"The outlook for world economic activity and 
inflation continues to be moderate," the rate-
setting Monetary Council said in a post-meeting 
statement. "Monetary policies across the world's 
leading central banks remain cautious." 

"The monetary policy stance will continue to be 
accommodative," it added. 
 
(Reporting by Gergely Szakacs and Sandor Peto) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacs g; +36 1 882 3606 ; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 

North Macedonia 

North Macedonia to sell 1.2 bln denars 

(19.3 mln euro) of govt paper on May 7  

03-May-2019  
SKOPJE (North Macedonia), May 3 (SeeNews) – 
North Macedonia's finance ministry will offer 
two issues of government securities worth a 
total of 1.2 billion denars ($21.6 million/19.3 
million euro) at an auction on May 7, 
according to notices published by the 
country's central bank. 
The offer comprises 700 million denars worth of 
one-year T-bills and 500 million denars of five-
year Treasury bonds. 

The central bank will sell the government 

securities on behalf of the finance ministry 

through a volume tender, in which the price and 
coupon are set in advance and primary dealers 
bid only with amounts. 
 
(1 euro= 61.09 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland's deputy FM says 70 pct of 2019 

borrowing needs covered  

30-Apr-2019  

WARSAW, April 30 (Reuters) - Poland has 

covered 70 percent of its borrowing needs for 
2019 as of the end of April, Deputy Finance 
Minister Piotr Nowak said on Tuesday. 

Because of the success in meeting the budget 
borrowing needs, two auctions for May would 
involve only the sale of new debt to replace old 

debt, Nowak said in an emailed statement. 
 
(Reporting by Alan Charlish) 
(( alan.charlish@thomsonreuters.com ; +48 22 653 
9723; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Poland's central bank says no gain or 

loss in 2018  

30-Apr-2019  
WARSAW, April 30 (Reuters) - Poland's central 

bank booked a financial result that amounted 
to zero zlotys in 2018 and therefore will not 
contribute to this year's state budget, the 
bank said in a statement published on 
Tuesday. 

"The financial result for Poland's central bank for 
2018 amounts to zero zlotys," the bank said.  
Under Polish law, most of the central bank's 
profit is transferred to the state budget. There is 
no contribution if the bank books a loss.  

 
(Reporting by Joanna Plucinska, editing by Ed 
Osmond) 
(( Joanna.Plucinska@thomsonreuters.com ; 

0048226539722; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romania launches 4 govt securities 

issues for households  

02-May-2019  
BUCHAREST (Romania), May 2 (SeeNews) - 
Romania's finance ministry said it is offering 
four issues of fixed-rate government 
securities to individual investors without 
setting a target for the amount it wants to 
raise in the three-week subscription period 
starting on Thursday. 
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The 'Tezaur' government securities are being 

issued with maturities of 1, 2, 3 and 5 years and 

bear annual interest rates of 3.5%, 4.0%, 4.5% 
and 5.0%, respectively, the ministry said in a 
statement on Wednesday. 
This compares to deposit interest rates of 1.0% 
to 3.45% for one-year deposits, 1.05% to 
3.65% for two-year deposits, of 1.50% to 4% 

for three-year deposits and of 1.70% to 4.25% 
for five-year deposits offered by local banks, 
according to data available on information portal 
Conso.ro. 
The income from coupon payments is non-
taxable in Romania. 
The issuance of government securities for the 
population will continue throughout 2019, the 
ministry said. Each month the subscription 
period will be three weeks and the maturities 
will be determined in accordance with the 
interest shown by investors. 

"The savings alternative of the Ministry of Public 
Finance enjoys an increased interest of 
Romanians. In the first four months of 2019, 
over 26,000 Romanians invested in state bonds 

more than 1.4 billion lei ($330 million/294 
million euro). Most of the subscriptions were 
made in Bucharest, Prahova, Cluj and Arges," 
the ministry said. 
The T-notes on offer to households from 
Thursday have a nominal value of 1 leu each. 

Coupon payments are due annually at the date 
specified in the issue prospectus. 

On April 22, the ministry sold above plan 695 
million lei of October 2021 T-bonds at an 
average accepted yield of 3.8%. 
 
(1 euro=4.7582 lei) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Romania cenbank's FX reserves rise to 

33.7 bln euros in April  

02-May-2019  
BUCHAREST, May 2 (Reuters) - The Romanian 

central bank's foreign exchange reserves, 
excluding 103.7 tonnes of gold, rose by 1.66 
billion euros to 33.7 billion euros ($37.73 
billion) in April, the bank said on Thursday. 

Inflows were 3.52 billion euros, mainly 
representing changes in credit institutions' 
foreign currency-denominated required reserves 
and inflows into finance ministry's accounts.  

Outflows totalled roughly 1.86 billion euros and 
reflected changes in credit institutions' foreign 
currency required reserves, interest payments 
and principal repayments on foreign currency 
public debt. 
The central bank said May payments to service 
external public and publicly guaranteed foreign 

currency debt amounted to 1.19 billion euros. 

 
($1 = 0.8931 euros) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
04 93; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019.  
 
 

Romania records 0.5 pct/GDP budget 

deficit in Q1  

02-May-2019  
BUCHAREST, May 2 (Reuters) - Romania ran a 

consolidated budget deficit of 0.5 percent of 
gross domestic product in the first quarter, 
unchanged from January-February, finance 
ministry data showed on Thursday. 

In nominal terms, the deficit stood at 5.48 billion 
lei ($1.29 billion). Budget revenue totalled 74.7 
billion lei, or 7.3 percent of GDP, 12.5 percent 
up on the year. Spending was 80.2 billion lei. 

The ruling Social Democrats target a budget 
deficit target of 2.8 percent of GDP this year, 

marginally lower than last year's 2.9 percent, 
just below the 3.0 percent upper limit allowed 
under European Union rules. 
 
($1 = 4.2427 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
04 93; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russian Eurobonds up on Monday as 

investor appetite for risk grows  

29-Apr-2019  
MOSCOW. April 29 (Interfax) - Prices for most 

Russian Eurobonds gained moderately on 
Monday, as investor appetite for risk 
increased, while US Treasuries were relatively 
stable, resulting in a slight narrowing of the 
spread between the two benchmark issues. 

Russia's benchmark 2030 bonds were up 5 basis 

points from previous closing by 6:15 p.m. 
Moscow time at 111.7% with yield at 3.655% 
per annum, 1.5 bps lower. Three-year US 
Treasuries were down 5 bps from previous 
closing at 99.38%, with yield up 2 bp at 2.25%. 

Spread between Russia-30 and UST3 narrowed 

3.5 bps to 140.5 bps. 
Russia's 2043 bond was up 30 bps at 113.93% 
yielding 4.89%, down 2 bp; the 2042 bond was 
up 39 bps at 110.68%, yielding 4.85%, down 
2.5 bps; the 2026 bond was up 3 bps at 
103.68% with yield down 1 bps to 4.14%; and 
the 2023 bond rose 13 bps in price to 105.39% 

yielding 3.53%, down 3.5 bps. 
The new 2047 bond was up 47 bps to 103.29% 
with yield down 3 bps to 5.03%; and the new 
10-year bond maturing in 2027 was up 11 bps 
at 100.53%, with yield down 2 bps at 4.17%. 
 
Ng ak 
(Our editorial staff can be reached at 

eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
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Serbia 

Moody's Says Serbia's Credit Profile 

Supported By Diversified Economy And 

EU Accession Process Structural 

Weaknesses Persist  

02-May-2019  
May 2 (Reuters) –  
Moody's says Serbia's credit profile supported 

by diversified economy and EU accession 
process; structural weaknesses persist. 

Moody's, on Serbia, says challenging business 
environment weighs on domestic investment and 
potential growth. 
Moody's says Serbia's structural weaknesses in 

labour market from high youth unemployment, 
low female participation rate also weigh on 

potential output. 
Moody's says Serbia's economy remains 
susceptible to supply-side shocks, particularly 
from an inefficient energy sector. 
Moody's says Serbia's government debt burden 
fallen more than anticipated in recent YRS, sees 

convergence towards median for ba-rated 
sovereigns in coming yrs. 
 
(( Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Slovakia 

Slovak February current account shows 

158 million euros deficit  

30-Apr-2019  
BRATISLAVA, April 30 (Reuters) - Slovakia's 

current account showed a deficit of 158 
million euros ($177.24 million) in February 
after a revised deficit of 92 million euros in 
January, the central bank said on Tuesday. 

The January figure was revised from an 
originally reported deficit of 150 million euros. 
 
($1 = 0.8914 euros) 
(Reporting by Mirka Krufova 
Editing by Tatiana Jancarikova) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 476) (Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Slovakia to offer 2031, 2047 bonds in 

May  

02-May-2019  
PRAGUE, May 2 (Reuters) - Slovakia will offer 

two bonds coming due in 2031 and 2047 in 
auctions on May 20, the country's debt 
management agency ARDAL said on Thursday. 

The indicated amount in the competitive round 
of the auction is seen at 100 million euros for 
the 2031 bond and 100 million euros for the 
2041 bond, ARDAL said in a monthly report. 

A non-competitive round offering the same 

paper will follow on May 21.  

 
(Reporting by Mirka Krufova; Editing by Jason Hovet) 
(( prague.newsroom@thomsonreuters.com ; +420 224 
190 477; Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Slovenia 

Slovenia's budget deficit falls by 7.4 

pct y/y in Q1  

30-Apr-2019  
LJUBLJANA, April 30 (Reuters) - The Slovenian 

budget had a deficit of 201.8 million euros 

($226.26 million) in the first quarter of 2019 
versus one of 217.9 million a year before, the 
Finance Ministry said on Tuesday. 

"The deficit is usual in this part of the year, 
mainly on account of high amount of payments 
for interest (on sovereign debt) and subsidies," a 
ministry statement said, adding payments for 
interest fell by 12.6 percent year-on-year to 402 

million euros. 
It said tax inflows rose by 8.5 percent in the first 
three months, due to favourable conditions in 
the economy, on the labour market and in 
household spending. 
Budget spending for public sector wages rose by 

5.8 percent, mainly due to the government's 

decision to raise most public sector wages by 4 
percent from January. 
The government plans a general government 
surplus of 0.6 percent this year versus 0.7 
percent in 2018. 
 
($1 = 0.8919 euros) 
(Reporting By Marja Novak; Editing by Janet 
Lawrence) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moody's affirms Slovenia's govt bond 

ratings at Baa1, upgrades outlook to 

positive  

30-Apr-2019  
LJUBLJANA (Slovenia), April 30 (SeeNews) – 
Moody's Investors Service said it affirmed the 
government of Slovenia's Baa1 long-term 
issuer and senior unsecured bond ratings and 
changed the outlook to positive from stable. 

“The key driver for the change in the outlook to 

positive from stable is the ongoing institutional 
response to the underlying problems laid bare by 
the sovereign debt crisis at the start of the 
decade,” the rating agency said in a statement 

on last week. 
The rating agency noted that the ongoing 
institutional response is evidenced by structural 

improvements in the Slovenian economy and 
hence in potential growth, supported by a 
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rebound in investment and strong productivity 

growth, sustainable improvements in Slovenia's 

fiscal position, with debt-to-GDP on a continually 
declining trend and the near-completion of the 
post-crisis recovery of the banking system. 
“The affirmation of Slovenia's Baa1 ratings 
reflects government debt levels that, although 
declining, remain more elevated than peers'; 

high wealth levels as well as the competitiveness 
and high degree of diversification of Slovenia's 
export-oriented economy; high levels of 
institutional strength although these are 
constrained by a sometimes slow government 
policy response; and moderate event risk driven 

by banking sector risks,” the statement added. 
Slovenia's long-term foreign and local currency 
bond and deposit country ceilings remain 

unchanged at Aa1. Moreover, the short-term 
foreign currency bond and deposit ceilings 
remain unchanged at P-1. 
Moody's also said: 

RATINGS RATIONALE 
RATIONALE FOR THE CHANGE IN THE 
OUTLOOK TO POSITIVE FROM STABLE 
FIRST DRIVER: STRUCTURAL 
IMPROVEMENTS IN THE SLOVENIAN 
ECONOMY, SUPPORTED BY A REBOUND IN 
INVESTMENT AND STRONG PRODUCTIVITY 

GROWTH 
The Slovenian economy has continued to 
strengthen in the wake of the country's double-
dip recession and financial crisis, which 

culminated in a large scale government 
recapitalization of the banking system at the end 

of 2013. While the acceleration of growth to 
4.9% in 2017 and 4.5% in 2018 bore a marked 
cyclical component, IMF and European 
Commission estimates of the country's potential 
growth rate have also increased from just below 
2% in 2016 and 2017 respectively to around 3% 
of GDP in 2019. The improving growth outlook 

has been driven by strong labour input growth, 
supported by previous pension reform and 
positive net immigration, a rebound in 
investment growth as corporates and banks 
have gradually recovered following the clean-up 

of the financial system that began in 2013 as 
well as continued strong productivity growth. We 

expect GDP growth to slow from 2018 levels as 
the economic cycle turns, but remain robust and 
close to potential at 3.4 and 3.0% of GDP in 
2019 and 2020 respectively. 
While demographic headwinds will increasingly 
weigh on the Slovenian economy going forward, 

we expect the Slovenian government to move 
forward with labour market and pension reforms 
that will contribute towards alleviating ageing-
related fiscal and labour market pressures. We 
expect the Slovenian economy's growth 
potential to be increasingly supported by a 
rebound in investment following a long period of 

post-crisis deleveraging, with gross investment 
as a share of GDP increasing from a low of 
18.7% in 2016 to an expected 22.5% in 2019. 
Moreover, we expect total factor productivity, 
which has grown at a much more rapid rate than 

the European Union average since 2014, to 

continue to grow at a rapid clip, with 

productivity growth in recent years increasingly 
supported also by the non-tradables sector in 
addition to the earlier recovery of the tradables 
sector. 
SECOND DRIVER: SUSTAINABLE 
IMPROVEMENTS IN SLOVENIA'S FISCAL 

POSITION WITH DEBT-TO-GDP ON A 
RAPIDLY DECLINING TREND 
Slovenia's government debt-to-GDP ratio has 
continued to decline at a rapid pace in recent 
years. After peaking at 82.6% of GDP in 2015 
gross government debt at the end of 2018 

stood at just over 70% of GDP. The 
government's headline balance moved from a 

deficit of 1.9% of GDP in 2016 to balance in 

2017 and a surplus of 0.7% of GDP in 2018. This 
has in part been supported by strong growth, 
but temporary fiscal consolidation measures 
such as a freeze in certain social benefits and 
falling interest payments have also contributed 
to an improving headline and structural fiscal 

position in recent years. The European 
Commission estimates a moderate structural 
deficit of 0.4-0.5% of potential GDP in 2017-
2018, down from around 2% in 2014. Other 
measures including pension reform and VAT 
increases have previously helped reduce the 
structural deficit from around 4.5% of potential 

GDP in 2011. 
Expenditure increases agreed by the new 

government that took office in September 2018 
will contribute to a slight decline in the structural 
position to a deficit of 0.6% of potential GDP in 
2019 as estimated by the European Commission. 

While the government has come in for criticism 
for its expansionary policy from the Eurogroup, 
we expect the Slovenian government to take 
measures that will lead the structural position to 
improve from 2020 on. 
We expect that a combination of continued 
solid but gradually slowing growth and 
modest government fiscal surpluses will 

continue to bring the government's debt 

burden to 62.2% of GDP by end-2020. Debt 
reduction will also be supported by revenues 

from the privatization of banks Nova Ljubljanska 
Banka d.d. (NLB) and Abanka d.d. (both rated 
deposits: Baa2/P-2 positive outlook, BCA: ba1) 
which were both recapitalized by the 

government earlier in the decade, 90% of which 
are earmarked for reducing government debt. 
We estimate that this could reduce the 
government's debt load by an additional 2% of 
GDP in 2019-2020. The government's total cash 
buffers stood at over 14% of GDP at end-2018, 
and may be used to reduce gross debt over and 

above the receipts from the sale of NLB and 
Abanka. 
THIRD DRIVER: THE NEAR-COMPLETION OF 

THE POST-CRISIS RECOVERY OF THE 
BANKING SYSTEM 
The Slovenian financial system has continued its 
process of recovery from the country's banking 

crisis. Banks' capitalization levels have remained 
at strong levels since the government-led 
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recapitalisation of the banking system in 2013. 

The most notable area of improvement in recent 

years has been to bank asset quality. Problem 
loan ratios were far above the EU average in the 
wake of the crisis and were concentrated in 
Slovenia's three largest banks NLB, Abanka and 
Nova Kreditna Banka Maribor d.d. (NKBM) 
(Baa3/P-3 positive, ba2) which combined 

accounted for around 45% of total banking 
system assets as of year-end 2018. 
However, these banks have continued to see a 
marked reduction of their share of problem 
loans, reflecting a combination of loan sales, 
write-offs, loan work outs and a supportive 

macroeconomic environment. We expect a 
continued reduction of banks' troubled assets in 

2019 and beyond, which could bring the NPL 

ratio of the three main banks below 5%. 
Improving asset quality and the overall 
improvement in banks' solvency were important 
factors influencing our decision to upgrade the 
deposit ratings of these three banks by two 
notches over the last year while maintaining 

positive outlooks. 
We also view positively the privatisation of NLB 
and Abanka in 2018-2019, which follow the 
privatisation of NKBM in 2015. The part-
privatisation of NLB in 2018 removed 
uncertainty related to a possible demand from 
the European Commission that the state aid 

provided in 2013 be repaid (as this was 
originally granted conditional on the privatisation 

of the bank by end-2017), a factor which directly 
contributed to our decision to upgrade NLB in 
2018. The sale of an additional 10% of NLB in 
2019, following the 65% stake sold in 2018, and 

100% of Abanka will also substantially reduce 
the Slovenian government's direct exposure to 
any potential risks stemming from the banking 
system, and significantly reduce the book value 
of enterprises owned by the state. We see the 
latter as being credit positive in light of the long 
history of comparatively weak performance by 

state owned enterprises (SOEs) in Slovenia. 
RATIONALE FOR THE AFFIRMATION OF THE 
RATING AT Baa1 
Notwithstanding the positive trends identified 

above, we would want to see a further sustained 
track record of improvements before revising 
our assessment of Slovenia's overall credit 

profile. Although Slovenia's debt-to-GDP ratio is 
on a rapidly declining trend, it remains above 
the Baa1 rated median of 47%. We also take 
into account the comparatively high levels of 
debt of non-financial sector SOEs and the 
contingent liability risks these pose for the 

government. We assess Slovenia's susceptibility 
to event risk as being moderate, driven by the 
(diminishing) risks stemming from the banking 
sector. Slovenia's Baa1 rating is supported by 
the country's high economic strength and 

comparatively high income levels in purchasing 
power parity terms. This reflects a dynamic and 

export-oriented private sector that is unusually 
diversified for a country of its size. Slovenia's 
institutional strength remains high although 
institutional effectiveness is hampered by the 

authorities' often slow response to major policy 

challenges. 

WHAT COULD CHANGE THE RATING 
UP/DOWN 
A decision to upgrade Slovenia's government 
bond ratings would flow from further 
assurance that the policy response to the 
challenges made evident by the debt crisis 
will continue to be effective, most likely 
reflected in the expected pace of debt 

reduction being achieved, in continued 
improvements in the health of the financial 
system with the government completing the 
remaining bank privatisations, and in further 
progress on enacting planned labour market 
and ageing-related reforms. 

Conversely, there could be downward pressure 
on the rating in the event of a substantial 

weakening of the macroeconomic environment 
or fiscal position. A relapse of problems in the 

banking sector would also be negative for 
Slovenia's credit profile, but the degree of 
recapitalization and restructuring that we have 
seen thus far implies that even an extreme 
event of this nature would not have the same 
negative impact that we observed during the 

most recent financial crisis. 
GDP per capita (PPP basis, US$): 34,420 (2017 
Actual) (also known as Per Capita Income) 
Real GDP growth (% change): 4.9% (2017 
Actual) (also known as GDP Growth) 
Inflation Rate (HCPI, % change Dec/Dec): 1.9% 

(2017 Actual) 

Gen. Gov. Financial Balance/GDP: 0% (2017 
Actual) (also known as Fiscal Balance) 
Current Account Balance/GDP: 7.2% (2017 
Actual) (also known as External Balance) 
External debt/GDP: [not available] 
Level of economic development: High level of 
economic resilience 

Default history: At least one default event (on 
bonds and/or loans) has been recorded since 
1983. 
On 23 April 2019, a rating committee was called 
to discuss the rating of the Government of 
Slovenia. The main points raised during the 

discussion were: The issuer's economic 

fundamentals, including its economic strength, 
have materially increased. The issuer's 
institutional strength/ framework, have not 
materially changed. The issuer's fiscal or 
financial strength, including its debt profile, has 
materially increased. The issuer's susceptibility 

to event risk has decreased. 
The weighting of all rating factors is described in 
the methodology used in this credit rating 
action, if applicable. 
REGULATORY DISCLOSURES 
For ratings issued on a program, series or 
category/class of debt, this announcement 

provides certain regulatory disclosures in 
relation to each rating of a subsequently issued 

bond or note of the same series or 
category/class of debt or pursuant to a program 
for which the ratings are derived exclusively 
from existing ratings in accordance with Moody's 

rating practices. For ratings issued on a support 
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provider, this announcement provides certain 

regulatory disclosures in relation to the credit 

rating action on the support provider and in 
relation to each particular credit rating action for 
securities that derive their credit ratings from 
the support provider's credit rating. For 
provisional ratings, this announcement provides 
certain regulatory disclosures in relation to the 

provisional rating assigned, and in relation to a 
definitive rating that may be assigned 
subsequent to the final issuance of the debt, in 
each case where the transaction structure and 
terms have not changed prior to the assignment 
of the definitive rating in a manner that would 

have affected the rating. For any affected 
securities or rated entities receiving direct credit 
support from the primary entity(ies) of this 

credit rating action, and whose ratings may 
change as a result of this credit rating action, 
the associated regulatory disclosures will be 
those of the guarantor entity. Exceptions to this 

approach exist for the following disclosures, if 
applicable to jurisdiction: Ancillary Services, 
Disclosure to rated entity, Disclosure from rated 
entity. 
Regulatory disclosures contained in this press 
release apply to the credit rating and, if 
applicable, the related rating outlook or rating 

review. 
 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Turkey 

Turkey's Erdogan says determined to 

lower interest rates to targeted levels  

02-May-2019  
ANKARA, May 2 (Reuters) - President Tayyip 

Erdogan said on Thursday he was determined 

to lower interest rates to targeted levels and 
described recent comments on falling central 
bank forex reserves as aimed at creating 
negative sentiment towards Turkey. 

"Together, we will win this battle against those 
trying to trap Turkey in the exchange rate, 
interest rate and inflation plot," he said in a 
speech to business people in Ankara. "We are 
certainly determined to lower exchange rates, 

interest rates and inflation to targeted levels," 
he added. 
The central bank governor said on Tuesday 
interest rate hikes remained an option if inflation 
unexpectedly jumps and defended the bank's 
reserves policy against concerns that have 

grown as the lira tumbled in recent weeks. 
At its policy-setting meeting last week, the 
central bank left its key interest rate unchanged 
at 24 percent. Annual inflation is currently near 

20 percent. Erdogan is a regular critic of high 
interest rates, calling for lower borrowing costs 
to boost economic activity. 

The lira, which has weakened 11 percent against 
the dollar this year, was steady at 5.9675 

against the U.S. currency on Thursday. The main 

share index was down 0.51 percent. 

A currency crisis last year, fuelled in part by 
concerns over political pressure on monetary 
policy, wiped nearly 30 percent off the value of 
the lira and helped tip the economy into 
recession. 
 
(Reporting by Ece Toksabay and Tuvan Gumrukcu; 
Writing by Daren Butler; Editing by Ezgi Erkoyun) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Fitch Ratings: Ukraine Vote's Reform 

Implications Will Take Time to Emerge  

30-Apr-2019  
Fitch Ratings-London-April 30: The decisive 

victory of Volodymyr Zelensky in Ukraine's 
presidential election is unlikely to change 
economic policy direction in the short term, 

but its full implications may not be clear at 
least until October's parliamentary elections, 

Fitch Ratings says. While we think Ukraine's 
high reliance on external official and market 
financing leaves little scope to significantly shift 
economic policy in the near term, the capacity 

and commitment of the next Ukrainian president 
to reinvigorate the reform agenda is unclear. 

Mr Zelensky, an actor and entrepreneur with no 
previous political experience, secured over 73% 
of the vote in the run-off poll against incumbent 
Petro Poroshenko on 21 April. Risks of a 
disruptive electoral process did not materialise. 
The results were not contested and political 
violence did not increase despite the continued 

conflict in eastern Ukraine. Mr Zelensky is due to 
take office by early June. 
The president-elect capitalised on his status as a 
political outsider by attacking Ukraine's political 
class. Limited progress in the fight against 
corruption and some reform fatigue may have 

also fuelled the anti-establishment sentiment. 
But Mr Zelensky did not overtly embrace 
economic populism and the presence of pro-
reform figures, such as former Finance Minister 
Oleksandr Danylyuk and former Economy 
Minister Aivaras Abromavicius, among his 
advisors appears to reduce the prospect of a 

sharp departure from current economic policy 
settings. 
Moreover, we think Ukraine's high external 
financing requirement leaves little space to 
materially shift economic policy direction in the 
near term or abandon commitments under the 
14-month, USD3.9 billion IMF Stand-By 

Arrangement (SBA) agreed last December. As 
we noted when we affirmed Ukraine's 'B-'/Stable 
rating in March, timely compliance with this 
programme is the key to facilitating external 
financing and supporting improvements in 
macroeconomic stability. External public debt 
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amortisation will rise by more than 40% to 

USD4.3 billion this year, with the government 

expecting to finance this through a mix of official 
financing, market issuance and some of its own 
cash resources. 
The capacity and commitment of the president-
elect to reinvigorate the reform agenda, if 
necessary by taking politically unpopular 

measures, is unclear. The limited specifics of his 
electoral platform beyond the rejection of the 
political class do not necessarily translate into a 
mandate for reform. Outlining and 

implementing an economic policy agenda that 
would maintain macroeconomic and financial 
stability, support improvements in fiscal 
sustainability, and boost investment and 

growth prospects will take time. 
Implementation will depend on Mr Zelensky's 
capacity to build a coalition in the Rada, 
Ukraine's parliament, following October's 
elections, avoid governability challenges, and 
balance short-term political calculations with 
longer-term policy objectives. 

Ukraine's poor record of completing previous IMF 
programmes, which have seen protracted delays 
and reform reversals, highlights persistent and 
material implementation risks. In addition to 
delays in obtaining legislative approval for key 
reforms, recent court rulings have increased 
risks to reform objectives. These include the 

Constitutional Court's February ruling against 
the law imposing criminal liability for illicit 

enrichment, continued legal wrangling over the 
2016 nationalisation of PrivatBank and the 
blocking of the appointment of the new head of 
the Customs Administration. 
We do not expect a breakthrough in relations 

with Russia under the new president. As 
witnessed last week after President Putin signed 
a decree helping eastern Ukrainians to apply for 
Russian passports, the new President may have 
limited room to seek rapprochement with Russia 
or deviate significantly from the previous 

government's stance. The live conflict in eastern 
Ukraine remains a risk for overall 
macroeconomic performance and stability, but a 
material escalation is not part of our base-case 

scenario. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@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. 
©Thomson Reuters 2019. All rights reserved. 
 

LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentine labor unions stage strike, 

slam Macri for subsidy cuts  

30-Apr-2019  
By Hugh Bronstein and Nicolás Misculin 
BUENOS AIRES, April 30 (Reuters) - Argentine 

labor unions staged a 24-hour nationwide 

strike on Tuesday against President Mauricio 
Macri's fiscal austerity program, blocking 
streets in the capital Buenos Aires and 
shutting down traffic in the city center. 

The protests partially paralyzed government 
offices, schools, banks and airports as opposition 
to Macri's belt-tightening policies raised fresh 
doubts about his bid for re-election in October.  
A proponent of free markets, Macri came to 

office in 2015 as a favorite among business 
leaders and investors. 
Opinion polls show him losing popularity as he 
raises taxes and cuts public utility subsidies 
as part of his effort to erase the primary fiscal 
deficit under his government's $56 billion 
standby lending agreement with the 
International Monetary Fund. 

"This president is dangerous!" Pablo Micheli, 

head of the CTA umbrella labor group shouted to 
a sea of protesters gathered in Buenos Aires' 
Plaza de Mayo. "We must hold more strikes and 
marches to keep these guys from taking any 
more away from us." 
Argentina's previous leader, Cristina Fernandez, 
a free-spending populist who increased 

government's role in the economy, has been 
gaining popularity and may run for the 
presidency again in October. 
Macri campaigned on promises of "normalizing" 
the economy after eight years of government 
intervention in the markets under Fernandez. 

"To go back to the past would be self-
destruction. It would mean sacrificing two or 

three more generations," Macri said in an 
address on Tuesday at an event outside the 
capital. 
The peso hit a record low on Friday, ending a 
tough week for local markets buffeted by anxiety 

over Argentina's recession, 54% inflation and 
the upcoming election. 
The peso got a 3.37 percent boost on Monday 
after the central bank said it may increase dollar 
sales in the foreign exchange market to control 
the slide of the local currency, which lost 2.12 
percent of its value against the dollar in April. 

The peso inched up another 0.18 percent on 
Tuesday to close the session at 44.29 per dollar. 

But the country's economic outlook remained 
murky as poverty increases and business chokes 
on benchmark interest rates of nearly 74 
percent. 

 
(Reporting by Hugh Bronstein 
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Editing by Tom Brown) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Brazil 

Brazil primary budget deficit narrows 

more than expected in March  

30-Apr-2019  
By Jamie McGeever and Marcela Ayres 
BRASILIA, April 30 (Reuters) - The Brazilian 

government's primary deficit narrowed more 
than expected in March, but in nominal terms 
rose as a share of gross domestic product 
over the year, the central bank said on 

Tuesday. 

The primary deficit, comprising the central 
government, regional governments and state-
owned enterprises before interest payments are 
factored in, narrowed to 18.6 billion reais ($4.73 
billion) in March from 25.1 billion reais in March 
last year. 

That was also less than the median deficit of 
21.5 billion reais forecast in a Reuters poll of 
economists, but was still the second biggest 
shortfall for the month of March since the data 
series began in 2001. 
With the public finances under severe strain, 
Brazil's government is trying to push through 
an ambitious overhaul of the social security 

system, which it hopes will save over 1 trillion 
reais over the next decade.  

On Monday, the Treasury officially recognized 
that budget constraints and weak revenues 
would see public investment grind to a virtual 
standstill this year, potentially to a new record 
low below 0.5 percent of GDP. 
The central bank's figures on Tuesday showed 

that the central government - comprising the 
federal government, central bank and social 
security system - posted a primary deficit of 
20.4 billion reais in March, while states and 
municipalities registered a surplus of 1.74 billion 

reais. 
The accumulated primary deficit over the 12 

months to March reached 99.3 billion reais, or 
1.43 percent of GDP. The end-2019 target is for 
a deficit of around 132 billion reais. 
In nominal terms, once interest payments are 
included, Brazil's deficit was 62.2 billion reais in 
March. That brought the accumulated total over 

12 months to 483.8 billion reais, or 6.98 percent 
of GDP, up from 6.95 percent the month before, 
the central bank said.  
Public sector net debt last month was 3.755 
trillion reais, down 0.3 percentage point to 54.2 
percent of GDP, while gross debt rose to 5.431 
trillion reais. That marked an increase of 0.9 

percentage point to 78.4 percent of GDP. 
 
($1 = 3.9340 reais) 
(Reporting by Marcela Ayres and Jamie McGeever 
Editing by Marguerita Choy) 

(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Investors cut Brazil pension reform 

savings expectations to 620 bln reais  

30-Apr-2019  
By Jamie McGeever 

BRASILIA, April 30 (Reuters) - Investors have 

reduced the amount of expected savings over 
the next decade from Brazil's social security 
reform to 620 billion reais ($157.8 billion) 
from 690 billion reais only two months ago, 
according to the average estimate in a Morgan 
Stanley client poll. 

While 95 percent of the more than 125 
respondents expect Congress to eventually pass 

pension reform legislation, the bill's slow and 
complicated journey in recent weeks has forced 
investors to lower their expectations. 
Savings of 620 billion reais would be a "more 
reasonable" expectation, Morgan Stanley said. 
But that would represent only half the upwardly 
revised 1.237 trillion reais target announced 

earlier this month by the government. 
The latest average estimate is 10 percent down 
from Morgan Stanley's previous client survey in 
February, and masks some remarkable opinion 
shifts in just two months. 
Forty-two percent of respondents now expect 

savings of 600 billion reais or less, more than 
double the 20 percent from February, while the 
percentage of respondents predicting 500 billion 
reais or less tripled to 12 percent from 4 
percent. 
The share of those expecting savings of 700 
billion to 800 billion reais almost halved to 16 

percent from 29 percent in February, and the 
share of investors expecting more than 800 
billion reais fell to 11 percent from 18 percent, 
the poll showed. 
The big increase was in the 500 billion to 600 
billion reais savings bracket. Some 30 percent of 
those polled now expect this level of savings, 

almost double the 16 percent in February. 
Investors overwhelmingly expect the lower 
house to approve pension reform in the 
second half of this year. Only 5 percent of 
those polled expect Lower House approval 
before the end of June, the target that senior 
lawmakers and government officials, from 
President Jair Bolsonaro down, are still 
sticking to. 

Thirty percent of those surveyed say it will be 

August, 23 percent say September, and 20 
percent say July. In the last poll, 39 percent of 
investors expected a Lower House vote in the 
first half of the year, probably June.  
The survey also showed that investors' 

bullishness on the real has faded. Clients see the 

real strengthening only a little by the end of the 
year to 3.85 per dollar from just under 4.00 
currently, rather than 3.60 in the previous 
survey.  
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($1 = 3.9300 Brazilian reais) 
(Reporting by Jamie McGeever, editing by G Crosse) 
(( jamie.mcgeever@thomsonreuters.com ; +55-0-61-
3426-7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019. 
 
 

Panama 

S&P Says Panama Long-Term Rating 

Raised To 'BBB+'; Outlook Stable  

30-Apr-2019  
April 29 (Reuters) -  
S&P says panama long-term rating raised to 
'BBB+' on consistently strong economic 
growth and stable fiscal policy; outlook 
stable. 

S&P says raising long-term sovereign credit 

ratings on panama to 'BBB+' from 'BBB', and 
affirming 'A-2' short-term sovereign credit 
ratings. 
S&P says panama's stable outlook reflects 
expectation that the next administration will 
maintain continuity in key policies. 
S&P says further improvement in panama's 

rating is unlikely in the coming two years 
S&P says it expects broad stability in panama's 
fiscal performance over the next two years. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Congo Republic 

Congo Republic says it has agreed debt 

restructuring deal with China  

02-May-2019  
BRAZZAVILLE, May 2 (Reuters) - Congo 

Republic's government said on Thursday it 
had signed an agreement with Beijing in April 
to restructure its debt to China, which 
amounted to over $2 billion as of 2017. 

The Central African country has been under 

pressure to restructure its external debt from 
the International Monetary Fund (IMF), which 
says long-delayed financial support will only be 
unlocked once Congo's debt burden is made 
sustainable. 
The government did not provide details of the 
terms of the restructuring, which it said had 
been agreed with the Export-Import Bank of 

China (EximBank) during a recent visit by a 
delegation from Brazzaville to China.  

"This agreement, which is crucial for our 
country, is the result of two years of 

negotiations and promises interesting prospects 
for further negotiations with our technical 
financial partners particularly the IMF and the 
World Bank," it said in a statement. 

It was not immediately possible to reach 
representatives of China's EximBank for 

comment.  

Congo Republic's debt to China amounted to 

nearly 1.4 trillion CFA francs ($2.4 billion) as of 
October 2017, according to comments by Prime 
Minister Clement Mouamba at the time. 
In March, the central bank said Congo's external 
debt had fallen to 85 percent of GDP from 110 
percent last July, when it stood at around $9.14 

billion. 
Like other Central African oil-producing 
countries, Congo was hit by low crude prices. 
While several neighbours, including Chad and 
Gabon, secured bailouts from the IMF, talks with 
Congo have dragged on since 2017. 

The Congolese economy grew 1.9 percent in 
2018, rebounding from a 2 percent contraction 
the previous year. It expects growth of 1.2 

percent for 2019. 
 
(Reporting by Christian Elion 
Writing by Alessandra Prentice 
Editing by Andrew Heavens and Jonathan Oatis) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Egypt to auction $1 billion in one-year 

dollar T-bills  

02-May-2019  
CAIRO, May 2 (Reuters) - Egypt will auction $1 

billion worth of one-year dollar-denominated 
treasury bills on Monday, the central bank 
said.  
The auction will be settled on Tuesday when 
dollar T-bills worth $1.1 billion are due to 
mature.  

Officials say they are trying to diversify the 

country's sources of foreign debt and lengthen 
its average maturity. 
 
(Reporting by Lena Masri 
Editing by Gareth Jones) 
(( Lena.Masri@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Fitch Affirms Kenya at 'B+'; Outlook 

Stable  

30-Apr-2019  
Fitch Ratings-Hong Kong-April 30: Fitch 

Ratings has affirmed Kenya's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B+' with a Stable Outlook. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
Kenya's ratings reflect strong and stable 
growth balanced against persistent twin 
deficits and high public and external debt 

levels. 
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GDP growth was 6.3% in 2018, an acceleration 

from 4.9% in 2017, which was depressed by 

lower agricultural output due to drought and a 
slowdown in economic activity around the 
elections. Fitch forecasts 2019 growth to slow 
slightly to 5.8% and to fluctuate around 6.0% in 
the medium term, as agricultural growth 
normalises but the service sector continues to 

support growth. 
Kenya's fiscal deficit will narrow to 6.6% of 
GDP in the fiscal year ending June 2019 
(FY19), but the deficit remains high compared 

with the current 'B' median of 4.3%. Our 
forecast is higher than the FY19 target published 
in the February 2019 Budget Policy Statement, 
reflecting revenue shortfalls over the first half of 

the fiscal year that are unlikely to be fully 

covered by a possible supplemental budget. A 
fall in capital expenditure relative to GDP helped 
bring the deficit down to 7% of GDP in FY18 
from an average of 8.2% of GDP in FY15 to 
FY17. Fitch expects that the deficit will fall 

further in FY20 as Phase 2a of the Standard 
Gauge Railway is completed and other large 
infrastructure projects are submitted to new 
public investment guidelines. 
Weak revenue growth presents a challenge to 
future consolidation. A combination of structural 
and administrative issues has caused 

revenue/GDP to stagnate in recent years. Some 
of this is the result of agriculture being a large 
component of the economy and most of the non-

export agricultural output coming from untaxed 
smallholders. In addition, weak tax compliance 
and the expansion of tax exemptions have 
muted domestic revenue growth. The 

government is working to improve compliance 
and expand the tax base, which could improve 
revenue performance over the medium term. 
Fitch does not expect major revenue measures 
in the FY20 budget and expects that revenue 
growth will remain weak through the next fiscal 

year. 
Fiscal policy was a key focus of Kenya's 
precautionary 2016 Stand-By Agreement with 
the IMF, which ended with only the first of 

four reviews completed. The authorities are 

currently in discussions with the IMF on a new 
programme, but Fitch believes that 
disagreement over the pace of fiscal 

consolidation has kept Kenya from coming to 
agreement with the Fund on a new programme. 
The successful negotiation of a new programme 
with the IMF would signal the government's 
commitment to narrowing the fiscal deficit at a 
pace faster than we currently expect. 
Persistent fiscal deficits have led to elevated 

government debt, although at 58% of GDP at 
end-FY18, general government debt is in line 

with the current 'B' median. Strong growth and 
modest fiscal consolidation will lead to a slight 

decline to 57% of GDP in FY19, according to 
Fitch's forecasts. Interest payments increased to 
21% of revenue in FY18 and will remain at this 
level through FY20. By comparison the 'B' 

median is 9% of revenue. 
Kenya's current account deficit (CAD) has 

narrowed, but remains high. Better export 

performance, along with lower capital imports 

and lower global oil prices, reduced Kenya's 
trade deficit to 11% of GDP in 2018 from an 
average of 16% over 2008 to 2017 and tourist 
earnings and remittances have also increased. 
Fitch estimates the 2018 CAD at 5.2% of GDP 
and forecasts it to remain at around 5% in 2019 

and 2020. Low levels of FDI increase Kenya's 
reliance on external debt flows to finance the 
CAD. At 31% of GDP, net external debt is well 
above the peer median of 15%. 
Kenya's reserve position eases some of the 
vulnerability from high external debt. 

International reserves were USD8.2 billion as of 
January 2019 (approximately four months of 
CXP) and Fitch forecasts reserves to increase to 

USD8.9 billion by end-2019. The Kenyan shilling 
experienced a slight depreciation in 4Q18 but 
bounced back in January 2019 and remained 
stable through 1Q19. 
Asset quality continues to be a problem for 
Kenya's banking sector, but the largest banks 

are stable and profitable. A number of smaller 
banks are opaque and as a group pose some 
systemic risk, but ongoing consolidation in the 
sector will ease some of those risks. Economic 
headwinds contributed to deterioration in asset 
quality in 2017, driven by the growth of non-

performing loans (NPLs) in the corporate sector. 
Growth of NPLs began to slow in 2H18, but 
stagnation in loan growth has taken the ratio of 

NPLs to total loans to 12.8% as of February 
2019, up from 9.7% in February 2017. 
Credit growth has remained weak since 2016, 
reflecting a slowdown after earlier rapid 

growth exacerbated by the interest rate cap 

implemented in September 2016. In March, 
Kenya's High Court ruled the interest rate cap 
unconstitutional and gave the government one 
year to amend the law or allow it to expire. The 
court's ruling was on procedural grounds, which 
leaves the door open to parliament passing a 

new rate cap law. However, should the rate cap 
be removed or allowed to expire, Kenya would 
likely experience a significant positive credit 
growth shock. 

Structural factors constrain Kenya's sovereign 
ratings. Kenya is in the 25th percentile of the UN 
Human Development Index. Kenya's governance 

indicators are weaker than the current 'B' 
median. Additionally, Kenya has a history of 
instability around national elections, the next of 
which is scheduled for 2022. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Kenya a score 

equivalent to a rating of 'B+' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final LT 

FC IDR 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
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forward-looking qualitative framework designed 

to allow for adjustment to the SRM output to 

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The Outlook is Stable. Consequently, Fitch's 
sensitivity analysis does not currently anticipate 

developments with a high likelihood of leading to 
a rating change. However, the main factors that, 
individually or collectively, could lead to positive 
rating action are: 
• A significant decline in government 
debt/GDP; 

• A significant decline in net external 
indebtedness; and 
• An improvement in structural indicators, 

for example higher GDP per capita or an 
improvement in governance indicators. 
The main factors that, individually or 
collectively, could lead to a negative rating 

action are: 
• A renewed rise in government debt/GDP; 
• Widening of the CAD or increases in net 
external debt. 
KEY ASSUMPTIONS 
Fitch assumes the global economy evolves 
broadly in line with the projections in its latest 

"Global Economic Outlook". 
The full list of rating actions is as follows: 
Long-Term Foreign- and Local-Currency IDRs 
affirmed at 'B+'; Outlook Stable 

Short-Term Foreign- and Local-Currency IDRs 
affirmed at 'B' 

Country Ceiling affirmed at 'BB-' 
Issue ratings on long-term senior unsecured 
foreign- and local-currency bonds affirmed at 
'B+' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Nigeria 

Nigeria's Senate hikes 2019 budget 

with focus on security  

30-Apr-2019  
By Camillus Eboh 
ABUJA, April 30 (Reuters) - Nigeria's Senate on 

Tuesday hiked the 2019 budget to 8.91 trillion 
naira ($29 bln) after boosting its expenditure 
on security to help the government combat 
rising militancy and kidnapping across the 

country. 

The upper house of parliament increased the 
2019 budget by 80 billion naira, up from the 
8.83 trillion naira presented by President 
Muhammadu Buhari to lawmakers last year. 
Buhari needs to sign the budget for it to become 

law. 

"There is a slight increase in the budget deficit. 

There was also the need to provide more funds 
for the security and intelligence agencies to deal 
with additional emerging/unforseen security 
challenges in the country," the Senate chairman 
on appropriation, Senator Mohammed Goje said 
in a budget paper. 

On Saturday, gunmen kidnapped three oil 
workers from Canada, Scotland and Nigeria at a 
rig in Nigeria's Delta region - the second 
abduction in the area in less than a week. 
Two weeks ago, kidnappers in Nigeria killed a 
British woman and a Nigerian man, and 

abducted three others in the northern city of 
Kaduna. 
The budget paper showed that funds were also 

voted as severance pay to outgoing lawmakers 
that lost re-election during the February national 
election and for the induction of new Senators.  
Parliament said the 2019 budget was aimed at 

consolidating growth. It approved a budget 
deficit of 1.9 trillion naira, representing 1.37 
percent of GDP. 
Nigeria's economy grew by 1.93 percent last 
year, its fastest pace since a recession two 
years earlier, data showed, while inflation 
which has been in double digits for three 
years, fell to 11.25 percent in March. 

Buhari starts a second term of four years at the 

end of May. He won re-election pledging to 
revive the economy, improve security and tackle 

corruption.  
Parliament based its budget approval on 
estimated crude production of 2.3 million barrels 
a day, assumed oil price of $60 per barrel and 
an exchange rate of 305 naira to the dollar.  

 
($1 = 305.95 naira) 
(Additional reporting and writing by Chijioke Ohuocha 
in Lagos; 
Editing by Alison Williams and Angus MacSwan) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Rwanda 

Rwanda to increase spending by 11 

percent in 2019-20  

30-Apr-2019  
By Clement Uwiringiyimana 
KIGALI, April 30 (Reuters) - Rwanda plans to 

increase government spending by 11 percent 
in the 2019-20 fiscal year to 2.87 trillion 
Rwandan francs ($3.17 billion), the finance 
minister said on Tuesday.  

Donors will fund 14 percent of the budget while 
the rest will come from revenue and debt, Uzziel 

Ndagijimana told parliament while presenting 
the draft budget. 

The central African nation has posted high 
growth rates over the past decade, mostly 
fuelled by business-friendly policies and strong 
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inflows of foreign investment. 

The government expected to collect 1.72 trillion 

francs in revenue during the year.  
"Total domestic revenue plus the external debt 
represents a share of 85.8 percent of the 2019-
20 budget," Ndagijimana said, adding that 
external debt is set grow by 7 percent to 497 
billion francs, representing 17 percent of the 

budget.  
The government is planning to spend 1.15 
trillion francs on development of which 244.1 
billion will be used to finance government 
projects. 
These include the completion of Bugesera 

international airport, less than an hour's drive 
from Rwanda's capital Kigali, and the expansion 
of the national carrier RwandAir.  

Rwanda’s economy grew 8.6 percent last year 
and is projected to expand by 7.8 percent in 
2019 and 8.1 percent in 2020, Ndagijimana said.  
Rwanda, like other East African nations, will 

present its final budget in June. 
 
($1 = 905.0097 Rwandan francs) 
(Reporting by Clement Uwiringiyimana; Editing by 
Omar Mohammed and Ed Osmond) 
(( omar.mohammed@thomsonreuters.com ; +254 20 
499 1232; Reuters Messaging: 
omar.mohammed.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sudan 

Sudan signs $200 mln loan with 

Kuwait-based fund  

27-Apr-2019  
KHARTOUM, April 27 (Reuters) - Sudan has 

signed a deal for a $200 million loan from the 
Kuwait-based Arab Fund for Economic and 
Social Development, state news agency SUNA 
reported on Saturday. 

The loan would be used to support development 
projects in Sudan, SUNA said without giving 
further details. 
Sudan's economic crisis helped trigger mass 

protests that led to the ouster of former 

President Omar al-Bashir earlier this month. The 
country of 40 million has been suffering from 
rapid inflation and shortages of cash, fuel and 
other basic products. 
A transitional military council took over from 
Bashir. Demonstrations have continued as 

protesters call for a rapid handover of power to 
civilians. 
 
(Reporting by Khalid Abdelaziz 
Writing by Aidan Lewis 
Editing by Andrew Heavens) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Tunisia 

Tunisia parliament rejects govt plan to 

issue up to $800 mln in bonds  

03-May-2019  
By Tarek Amara 
TUNIS, May 2 (Reuters) - Tunisia's parliament 

said on Thursday it has rejected a government 
plan to issue up to $800 million in bonds this 
year, a severe blow to the government which 
is seeking to secure funding to cover the 
country's fiscal budget deficit. 

The parliamentary finance committee heard 

Finance Minister Ridha Chalgoum announce 
plans to issue bonds worth up to $800 million 

this year, but refused to approve the issuance. 
"There is possibility to exit to financial market by 
the end of the year if we need, and any possible 
deal will be according to the opportunities in the 

markets", Chalgoum said. 
Tunisia in October sold a 5-year Eurobond worth 
500 million euros with an interest rate of 6.75 
percent. 
The government needs to obtain approval to 
issue bonds on the global financial market. 
Tunisia needs around $2.5 billion in external 
financing in 2019, officials said. 

The North Africa country aims to cut the deficit 

budget from about 5 percent of GDP in 2018 to 
3.9 percent in 2019. 

The total debt, which hit record levels to reach 
about 74 percent of GDP by the end of 2018, 
has become a source of concern for Tunisians, 
especially the political opposition, which accuses 

the government of seeking easy solutions 
through borrowing. 
Prime Minister Youssef Chahed said earlier this 
year that painful reforms must be launched to 
stop the bleeding of debt, but reform plans face 
strong resistance from the country's powerful 
labor unions. 

 
(Reporting by Tarek Amara; editing by James 
Dalgleish and G Crosse) 
(( tarek.amara@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Zambia 

IMF staff says buildup of Zambia's 

domestic expenditure arrears poses 

risk  

30-Apr-2019  
JOHANNESBURG, April 30 (Reuters) - The 

International Monetary Fund (IMF) said in 
preliminary findings on Tuesday that a 
buildup in Zambia's domestic expenditure 
arrears was weighing on households and 
businesses, posing a risk for the financial 
sector.  

"With the recent increase in yields on 
government paper and higher interest costs on 
foreign debt due to the depreciation of the 
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kwacha, government spending in other areas is 

being squeezed, including on social programs 

and transfers to local governments," the IMF 
said in a statement. 
Zambia's external debt rose to $10.05 billion at 
the end of last year from $8.74 billion at the end 
of 2017.  
 
(Reporting by Tanisha Heiberg; editing by Mark 
Heinrich) 
(( Tanisha.Heiberg@thomsonreuters.com ; 
+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Zambia's 2018 fiscal deficit above 

forecast at 7.5 pct of GDP   

01-May-2019   
LUSAKA, May 1 (Reuters) - Zambia's 2018 

fiscal deficit stood at 7.5 percent of gross 
domestic product (GDP), higher than an 
earlier government projection of around 7 
percent, Finance Minister Margaret 
Mwanakatwe said on Wednesday. 

Mwanakatwe said in a statement after meeting 
an International Monetary Fund (IMF) delegation 

that measures to keep the deficit within the 
2019 budget target of 6.5 percent of GDP would 
be undertaken. 
"In this regard control measures around debt 
accumulation and halting arrears build-up will be 

implemented expeditiously," she said. 

Zambia's external debt was at $10.05 billion at 
the end of last year, up from $9.51 billion at the 
end of the third quarter of the same year, 
Mwanakatwe said. 
The southern African state's total debt as a 
percentage of GDP was 73 percent, Mwanakatwe 
said, adding that the government and IMF 

delegation agreed on the data's accuracy. 
The IMF rejected Zambia's borrowing plans in 
February last year, saying they risked making its 
debt load harder to sustain. 
 
(Reporting by Chris Mfula; Editing by Emelia Sithole-
Matarise) 
(( chris.mfula@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

Investors pump nearly $10 bln into 

bonds as central banks stay dovish  

03-May-2019  
• $9.6 bln ploughed into global bond 
funds 
• Equities see small outflows of $300 
mln 

• European stocks lose $4 bln in another 
week of outflows 
• Search for yield drives money into EM 
debt 
• BAML 'Bull & Bear' indicator highest 
since Feb 

LONDON, May 3 (Reuters) - Global bond funds 

had another week of huge inflows as central 
banks stuck to their dovish tone, while 
outflows from equities slowed to a trickle, 
Bank of America Merrill Lynch strategists said 
on Friday. 

Investors ploughed $9.6 billion into bond funds, 
the 17th straight week of inflows as they chased 
a rally driven by a pause in monetary policy 
tightening, while equity funds had a seventh 

week of outflows, though small at $300 million.  
U.S. stocks hit record highs this week, helped by 
strong results from Apple.  
Wall Street's recovery from a sharp end-2018 
selloff has been swift: the BAML strategists said 
it has taken just 215 days for the S&P 500 to 
surpass its record. 
A strong global equity market rally this year, 
triggered by the U.S. Federal Reserve rowing 
back plans to raise interest rates, has added 
$10.7 trillion to market capitalisation, they 
said, and caught many by surprise. 

BAML strategists see it continuing. "We expect 
monetary policy to remain easy and for dips to 
be bought," they wrote.  

The Fed on Wednesday held rates steady and 
signalled little appetite for adjusting them any 
time soon. 
BAML's "Bull & Bear" indicator of investor 
sentiment climbed to 5.1, its highest level since 
February.  
The mood in Europe remained bearish, however. 

European equity funds have seen outflows in 58 
of the past 60 weeks, including $4 billion in the 
week to May 1, the strategists said, citing data 
from flow tracking specialist EPFR.  
U.S. equity funds had inflows of $2.2 billion 
while Japanese and emerging stocks saw small 
outflows of $300 million and $100 million 

respectively. 
Investors' search for high-yielding assets took 
them into emerging market (EM) debt funds 
which had their biggest inflows in 12 weeks, 
pulling in $2.4 billion. 
Overall, flows into investment-grade funds and 

EM funds (both debt and equity) are at 
cumulative all-time highs, BAML strategists said, 

offering further evidence of how strong the 
"yield" theme has been over the past decade. 
 
(Reporting by Helen Reid; Editing by Thyagaraju 
Adinarayan and John Stonestreet) 
(( Helen.Reid@thomsonreuters.com ; +44 20 7542 
0402; )) 
(c) Copyright Thomson Reuters 2019. 
 

EMERGING MARKET 
 

Frontier market debt burden rises to 

$3.2 trillion in 2018  

30-Apr-2019  

LONDON, April 30 (Reuters) - Smaller and 

riskier emerging markets hit $3.2 trillion in 
debt at the end of 2018, but hard currency 
issuance by governments and companies 
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slowed, an Institute of International Finance 
(IIF) report showed on Tuesday. 

Debt owed by governments, companies, 

financial institutions and households across so-
called frontier countries rose by more than $250 
billion during 2018 to reach 117 percent of gross 
domestic product compared to 100 percent in 
2012, the IIF said. 
And a steep rise in government debt could 

prove painful for vulnerable economies across 
a 26 country sample ranging from Pakistan 
and Kazakhstan to Vietnam and Bahrain, it 
added.  

"At around 50 percent, government debt-to-GDP 
is 15 percentage points higher than in 2008," IIF 
economist Khadija Mahmood wrote in a note.  
"The rise has been most notable for Zambia and 

Tunisia, while government debt-to-GDP is 
highest for Jamaica, Jordan, Bahrain and Sri 
Lanka." 
Emerging markets had a torrid year in 2018 with 
crisis in Turkey and Argentina roiling developing 
nations around the world while the prospect of 
rising borrowing costs did little to soothe frayed 

investor nerves.  
Issuers from many smaller and riskier 
economies have found it difficult to tap capital 
markets in recent months. 
Data from the IIF showed debt sales in hard 
currency from frontier markets has fallen to less 
than 40 percent of total issuance, compared to 

more than 50 percent a year earlier.  

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

Emerging market currencies slip, 

Turkey rating eyed  

03-May-2019  
• U.S. non-farm payroll due 
• Mainland China stock indices shut 
• South African elections eyed next 
week  

By Agamoni Ghosh 

May 3 (Reuters) - Emerging market currencies 

slipped on Friday as investors assessed 
implications of the U.S central bank's neutral 
message, while stocks were headed for their 
second weekly drop in a row amid thin holiday 
trade in Asia. 

MSCI's index for emerging market currencies 
slipped for a second straight session as the U.S. 
dollar stayed broadly firm with the focus on the 

Turkish lira which edged closer to near seven-
month lows.  
Turkey's inflation came in slightly lower than 
expected for March although annual inflation 

eased from a 15-year peak of above 25 percent 
in October. 
"The data shows impact of very depressed 

domestic demand conditions, with little pricing 
pressure from cooperates," said Timothy Ash at 

Blue Bay Asset Management 

"Some will also focus on the continued 

maintenance of price controls and question how 
accurate or realistic these inflation numbers are 
now," said Timothy Ash at BlueBay Asset 
Management.  
Later in the day all eyes will be on a Fitch rating 
for the recession-hit country, with markets 

pricing in a downgrade. 
South Africa's rand was on track to end lower for 
a third straight week with investors looking 
forward to a national election next Wednesday.  
A clean sweep for President Cyril Ramaphosa's 
ruling African National Congress looks certain 

but the size of his majority will be pivotal in 
dictating the future of his presidency. 
Falling oil prices benefit crude importer India's 

rupee while export major Russia's rouble tread 
water. 
Stock indices across emerging markets were 
more mixed with light trading in Asia as 
Mainland Chinese markets remained shut for a 

holiday. Hong Kong stocks edged higher, but 
South Korea's Kospi index shed over half a 
percent.  

In emerging Europe, there is some expectation 
for an upgrade from Moody's for Hungary's 
credit rating, but the forint barely moved against 
the euro with the country being within 
investment grade.  

Investors also await U.S. employment figures 
due later in the day, which is forecast to show 

185,000 net new jobs were added in April and 
the unemployment rate steady at 3.8 percent.  
A solid reading would bolster the notion that 
world's biggest economy is on track for its 
longest expansion ever, benefiting the 

greenback.  
  
(Reporting by Agamoni Ghosh in Bengaluru; Additional 
reporting Marc Jones; Editing by Angus MacSwan) 
(( Agamoni.Ghosh@thomsonreuters.com ; 
+918067491716; Reuters Messaging: 
Agamoni.Ghosh.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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