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ASIA 
 

China 

China issues more bonds in 2017  

29-Jan-2018  
BEIJING, Jan. 29 (Xinhua) -- China issued 

bonds worth 40.8 trillion yuan (6.38 trillion 
U.S. dollars) last year, up 12.9 percent year 
on year, the central bank said Friday. 

Treasury bond issuance increased by 1 trillion 

yuan to reach 3.9 trillion yuan last year, 
according to the report released by the People's 
Bank of China. 
Local government bond issuance slowed in 
2017 to 4.4 trillion yuan, compared with the 6 
trillion yuan issued in 2016. 

A number of regulations were introduced last 
year to rein in financial risks with mounting local 

government debt. 
The inter-bank bond market saw an increase in 

players as well as issuance last year, the report 

showed. 
Bond transaction volume shrank in the past 
year, while the average yield curve moved 

upward, according to the report.  
 
Copyright (c) 2018 Xinhua News Agency 
 
 

China may see first local government 

financing company default this year 

30-Jan-2018  
BEIJING, Jan 30 (Reuters) - China could see the 

first default on a bond issued by a local 
government financing vehicle (LGFV) this 
year, S&P Global Indices said in a report on 

Tuesday. 

China is in the second year of a campaign to 

reduce risks from a rapid-build up in debt and 
riskier types of financing. 
The clampdown has led to tighter credit 
conditions, slowly rising borrowing costs and 
greater scrutiny of local government spending, 
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with weaker debt issuers finding it more difficult 

to access financing.  
S&P said it expects rising corporate earnings 
in 2018 to allow for more deleveraging, 
though weaker firms could struggle as 
regulators tighten restrictions on alternative 
financing channels, or shadow banking. As a 
result, defaults should also rise, albeit from a 
low base.  

"Regulators are taking advantage of continued 
economic reflation to shut down backdoor 

funding channels and hold Chinese companies to 
more disciplined financial standards," S&P said.  
S&P said its overall outlook on Chinese issuers is 
more neutral this year after a strong negative 
bias last year, and even though it sees defaults 
rising this year, it would be up from only one 

default of a rated issuer in 2017.  
S&P expects moderate improvement in debt 
ratios at Chinese firms from 2018-2019 due to 
the impact of the deleveraging campaign, slower 
infrastructure investment and a property 
slowdown.  
Local government finances and burgeoning 
debt levels in China have been a source of 

concern for as the central government looks 
to remove expectations of implicit guarantees 
for government financing vehicles.  

An official at the People's Bank of China in a 
December editorial wrote that China needs to let 
local governments take responsibility for their 
finances, including allowing bankruptcies, as 

part of an effort to defuse their debt risks. 

[nL4N1OP1AD  
"(LGFVs') implicit support by their respective 
governments will be tested, given the central 
government's renewed efforts to reduce financial 
risks of runaway local government debt growth," 
S&P said in its report.  
 
(Reporting by Elias Glenn; Editing by Kim Coghill) 
(( Elias.Glenn@thomsonreuters.com ; +86 138 1600 
5903; Reuters Messaging: 
elias.glenn@thomsonreuters.com )) 
 
 

China finance ministry to reopen 30-

year issue, sell additional 20 bln yuan  

02-Feb-2018  
BEIJING, Feb 2 (Reuters) - China's Ministry of 

Finance said on Friday that it would reopen an 
issue of 30-year bonds, auctioning an 
additional 20 billion yuan ($3.2 billion) on 
Feb. 9. 

The bonds will be issued from Feb. 9-12 and 
begin secondary market trading on Feb. 14, the 

ministry said in a statement. 
 
($1 = 6.2811 Chinese yuan) 
(Reporting by Beijing Monitoring Desk; Editing by 
Jacqueline Wong) 
(( fang.cheng@thomsonreuters.com ; 8610-
66271024; )) 
 

 

Hong Kong 

Hong Kong posts HK$110.6 bln fiscal 

surplus for April-Dec  

31-Jan-2018  
Jan 31 (Reuters) - Hong Kong's fiscal surplus 

stood at HK$110.6 billion ($14.14 billion) 
during the nine-month period ended 
December 31 of the financial year 2017/18. 

A government spokesman said the cumulative 
year-to-date surplus for the period was mainly 
due to the receipt of land premium, profits tax 

and stamp duties.  
Fiscal reserves as of December 31, 2017: 
HK$1,064.5 billion, up from HK$1,011.1 billion 

at the end of November.  
 
($1 = 7.8191 Hong Kong dollars)  
(Reporting by Twinnie Siu in HONG KONG; Editing by 
Sunil Nair) 
(( twinnie.siu@thomsonreuters.com ; 852-2841 5763; 
Reuters Messaging: 
twinnie.siu.thomsonreuters.com@reuters.net )) 
 
 

India 

India's bonds slump on worries about 

higher fiscal deficit, interest rates  

29-Jan-2018  
MUMBAI, Jan 29 (Reuters) - India's bond 

markets extended declines, sending the 6.79 
percent 10-year bond yield up as much as 13 
basis points on worries the government would 
widen its fiscal deficit target and after an 
official said there was less scope for monetary 
easing. 
Bonds took a hit after the government's annual 
economic survey called for a pause in fiscal 
consolidation, leading to concerns that New 
Delhi would widen its fiscal deficit targets when 
it unveils its annual budget on Thursday. 
The Finance Ministry's chief economic adviser, 
Arvind Subramanian, also told a news 

conference he saw less scope for monetary 
policy easing because of a recent acceleration in 
inflation, further pressuring bonds. 
The 6.79 percent 10-year bond yield rose to as 
high as 7.61 percent, while the recently unveiled 
7.17 percent 10-year bond yield was up 10 bps 
at 7.41 percent.  

 
(Reporting by Rafael Nam; Editing by Amrutha 
Gayathri) 
(( rafael.nam@thomsonreuters.com ; +9122-6180-
7425; Reuters Messaging: 
rafael.nam.thomsonreuters.com@reuters.net )) 
 
 

India's April-Dec fiscal deficit touches 

113.6 pct of full-year target  

01-Feb-2018  
NEW DELHI, Feb 1 (Reuters) - India reported a 
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fiscal deficit of 6.21 trillion rupees ($97.27 
billion) for April-December or 113.6 percent of 

the budgeted target for the current fiscal year 
that ends in March. 

Net tax receipts in the first nine months of 
2017/18 fiscal year were 9.0 trillion rupees, 
government data showed on Thursday. 
India has upwardly revised its fiscal deficit target 
to 3.5 percent of gross domestic product (GDP) 

for the 2017/18 fiscal year, Finance Minister 
Arun Jaitley told parliament earlier while 
unveiling the federal budget for the next fiscal 
year.  
 
($1 = 63.8400 Indian rupees) 
(Reporting by Manoj Kumar; Editing by Malini Menon) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 
 
 

Budget 2018: India seeks to expand its 

bond market beyond traditional ambit 

of sovereign debt   

01-Feb-2018  
India on Thursday sought to expand its bond 
market beyond the traditional ambit of 
sovereign debt, with the Budget dropping 
hints of setting fund-raising floor limits for 
large companies while urging more 
institutional investment in instruments issued 
by lower-rated firms. 

Finance Minister Arun Jaitley said in his speech 
in Parliament that the Securities and Exchange 

Board of India (Sebi) will consider making it 
mandatory for large companies to raise about a 
fourth of their financing needs in the bond 
market. The scope may later extend even to 
smaller companies. 
"There will be further broadening of the 
corporate bond markets with the measures 

announced by the government in terms of more 
corporates selling bonds to raise funds, " said 
Shailendra Jhingan, MD, ICICI Securities Primary 
Dealership. 
The finance minister also mentioned the need for 
investing in lower-rated bonds. Although he did 

not give further details, a finance ministry 

official confirmed to ET that the intended 
institutions were the insurance companies and 
the EPFO. "It is now time to move from 'AA' to 
'A' grade ratings... The government and 
regulators concerned will take necessary action, 
" Jaitley said in his speech. 

According to SP Prabhu, head for fixed income at 
IDBI Federal Life Insurance, this will also be an 
opportunity to buy bonds of lower-rated 
companies that could later be upgraded. "It will 
give insurance companies the leeway to invest 
even in lower-rated securities. This will also 
provide an alternative investment option away 

from PSU companies, which currently dominate 
the bond market, " he said. 
Badrish Kulhalli, fund manager, fixed income, 
HDFC Life Insurance, said the market response 
would depend on the implementation details. 
Insurance companies can invest in lower-rated 

papers, subject to some restrictions. 

"...This opens the door for companies which are 

lower-rated to access the bond market, " said 
Sandeep Bagla, associate director, Trust Capital. 
Bond yields surged to a 23-month high on 
concerns of a likely fiscal slippage. The 
benchmark bond yield climbed 18 bps to close at 
7.61% on Thursday, a level not seen since 

March 11, 2016. 
"Bond markets are jittery because of the 
higher spending in the Budget and a 
marginally higher-than-expected fiscal deficit, 

" Jhingan said. "Markets are also concerned 
about further increases in the minimum support 
prices for kharif crops." 
Fiscal deficit is projected to be 3.3% of the GDP, 

while the debt market was expecting it in the 

range of 3-3.1% for the next financial year. 
 
For Reprint Rights: timescontent.com 
Copyright (c) 2016 BENNETT,COLEMAN &amp; 
CO.LTD. 
 
 

India Sovereign Bonds To Fall More 

Ahead Of Debt Sale  

02-Feb-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Feb 02) -- Indian government bonds 

are likely to extend their fall as investors 
await a fresh supply of notes through a 
weekly auction.  
The yield on the 7.17% bond maturing in 2028 
is likely to trade in a 7.57%-7.63% band till the 
auction result, a trader with a primary dealership 
said. The note closed at 97 rupees, the lowest 
since its issuance on Jan. 5, yielding 7.60% 

yesterday. The yield jumped 17 basis points 
yesterday, its biggest gain since Dec. 28. 
“Sentiment is negative and the supply is just 
adding more pain to the market,” the trader 
said. “There is no positive factor in sight that 
can ensure a reversal of the bearish trend.”  

The government will auction bonds worth 110 
billion rupees later in the day, against an earlier 

scheduled 150 billion rupees. The sale includes 

80 billion rupees of the benchmark note, its 
fourth auction in five weeks.  
Bonds tumbled yesterday as New Delhi 
widened the fiscal deficit target for this year 

as well as the next. India now aims to maintain 
its fiscal deficit at 3.3% of GDP in the next 
financial year, versus an earlier target of 3%, 

while it will aim for a shortfall of 3.5% this year 
from 3.2% earlier, Finance Minister Arun Jaitley 
said while announcing the federal budget. The 
country aims to narrow the deficit to 3.1% in 
2019-20 and 3% in 2020-21.  
According to an independent panel, the 
government was supposed to limit the fiscal 

deficit to 3% in the next financial year starting 
Apr. 1. 
The government plans a gross borrowing of 6.06 
trillion rupees during the next fiscal year while 
the net borrowing is pegged at 4.62 trillion 
rupees. Investors were expecting a fiscal deficit 
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goal of 3.2% for the next financial year and a 

net borrowing of around 4.30 trillion rupees.  

New Delhi will switch bonds worth 280.60 billion 
rupees and buy back notes worth 719.41 billion 
rupees next year, budget documents showed. 
Meanwhile, U.S. Treasury yields continued to 
trend upwards amid expectations that the 
Federal Reserve is well on its way to raise 

interest rates. The 10-year yield is trading 
around its highest levels since early April 2014.  
India’s rate-setting Monetary Policy Committee 
is due to meet on Feb. 6-Feb. 7 and is widely 
expected to hold interest rates. 
KEY FACTORS:  

*U.S. Treasury prices fell, with benchmark yield 
at 2.77% yesterday 
*Benchmark Brent crude oil contract was at 

$69.83 per barrel against $69.65 at previous 
session 
*RBI to auction government bonds worth 110 
billion rupees. 

*RBI to conduct 14-day term repo auction for 
215 billion rupees 
*RBI to conduct 7-day and 14-day variable rate 
reverse repo auctions worth 350 billion rupees. 
*RBI to release weekly foreign exchange data at 
5 p.m.  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Sustaining economic growth key to 

India's rating  

02-Feb-2018  
MUMBAI, Feb 2 (Reuters) - An S&P Global 

Ratings analyst said on Friday that sustaining 
economic growth, including by boosting 
infrastructure spending, would be critical to 
India's ratings. 

Kim Eng Tan, senior director at the rating 
agency, said India's 2018/19 fiscal budget 

unveiled on Thursday had assumptions for 

income tax collection that were "somewhat 
optimistic," adding that any shortfalls might lead 
to cuts in "the much-needed infrastructure 
spending." 
Reduced infrastructure spending has the 
potential to hit economic growth, Tan told a 
conference call, a prospect that may lead S&P 

to consider reducing India's rating. 

S&P rates India at "BBB-minus" with a "stable" 
outlook. "BBB-minus" is the lowest investment-
grade rating. 
"If growth were to slow and if the government 
deficit were to rise significantly this could cause 
us to lower the rating. Or if we perceive that the 

political will to maintain India's reforms were to 
sputter, that's another reason we could lower 
the rating," Tan said. 
 
(Reporting by Abhirup Roy and Rafael Nam; Editing by 
Jacqueline Wong) 

(( abhirup.roy@thomsonreuters.com ; + 91 22 6180 
7067; Reuters Messaging: 
abhirup.roy.thomsonreuters.com@reuters.net )) 
 
 

Indonesia 

Indonesia sells 17.55 trillion rupiah in 

bond auction, above target  

30-Jan-2018  
JAKARTA, Jan 30 (Reuters) - Indonesia's 

government sold 17.55 trillion rupiah ($1.31 
billion) in a bond auction on Tuesday, higher 
than an indicative target of 17 trillion rupiah, 
its financing and risk management office said 
in a statement. 

The ministry sold T-bills maturing in April 2018 

with a weighted average yield of 3.95280 
percent, lower than the previous auction's 
4.01640 percent on Jan. 16.  
T-bills maturing in January 2019 had a weighted 
average yield of 4.92680 percent, lower than 
4.94658 percent at the last auction. 
The weighted average yield for bonds maturing 

in May 2023 was 5.85682 percent. 
Bonds maturing in May 2028 were sold with a 
weighted average yield of 6.35895 percent, up 
from the last auction of 6.03973 percent.  
Those maturing in May 2033 had a weighted 
average yield of 6.79836 percent, higher than 

6.56338 percent from the previous auction. 

The total incoming bids reached 47.23 trillion 
rupiah on Tuesday's auction, compared with 
72.47 trillion rupiah bids at the last auction. 
The highest bid-to-cover ratio was 3.63 for the 
bonds maturing in May 2028. 
 
($1 = 13,435 rupiah) 
(Reporting by Nilufar Rizki, Editing by Sherry Jacob-
Phillips) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Kuwait 

Kuwait projects $17 billion deficit in 

2018/2019 budget  

29-Jan-2018  
KUWAIT, Jan 29 (Reuters) - Kuwait on Monday 

announced a state budget for the year ending 
on March 31, 2019, that projects spending at 
20 billion dinars ($66.7 billion) and revenues 
at 15 billion dinars. 

The Kuwaiti Finance Minister Nayef al-Hajraf said 
the budget would be based on an average oil 
price of $50 per barrel, and that the deficit 
would be financed by borrowing and using 
reserves. 

The 5 billion-dinar deficit would be before the 
transfer of 10 percent of revenues to Kuwait's 

sovereign wealth fund. 
The budget deficit for the current fiscal year, 
which ends on March 31, 2018, was estimated at 
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6.556 billon dinars before the 10 percent deposit 

into the sovereign wealth fund, according to a 

calculation by Reuters. 
Hajraf said that subsidies are projected at 3.432 
billion dinars of the budget. 
The budget for the current fiscal year was 
estimated based on an oil price of $45. 
Oil revenues are expected to reach 13.3 billion 

dinars, up from 11.7 billion dinars a year ago. 
Non-oil income is projected to remain almost flat 
at 1.6 billion dinars. 
 
($1 = 0.2997 Kuwaiti dinars) 
(Reporting by Ahmed Hagagy, writing by Sami Aboudi, 
editing by Andrew Torchia, Larry King) 
(( Sami.Aboudi@thomsonreuters.com ; 
+97143918301; )) 
 
 

Fitch: Kuwait's Fiscal Strengths Mask 

Long-Term Challenges  

31-Jan-2018  
Fitch Ratings-London-January 31: Kuwait's 

recent budget outturns and the government's 

draft budget proposal point to the country's 
continuing fiscal and external strengths, 
which are reflected in its 'AA'/Stable 
sovereign rating, Fitch Ratings says. 
Nevertheless, the slow pace of fiscal reform 
and economic diversification increases long-
term risks to Kuwait's public finances. 

We have raised our estimate for Kuwait's fiscal 

surplus in FY18 (ending 31 March 2018) to 1.9% 
of GDP, from 0.2% previously. Recent data 

published by the Ministry of Finance indicates 
that Kuwait's budget was close to balance in the 
first nine months of FY18, with revenues at 84% 
of original budget allocations, but spending 
considerably lower, at 63%. 
Our forecast incorporates our expectation that 
spending execution will pick up significantly in 

the final quarter of the fiscal year, when a lot of 
spending typically takes place. It also takes into 
account estimated investment income of the 
Kuwait Investment Authority (KIA) amounting to 
around 13% of GDP, which is not included in the 
9M data. 
Rising oil prices are a key driver of the 
outturns. The FY18 budget assumed an oil 
price of USD45/bbl, but the price of the 
Kuwait export blend has already averaged 

USD51.7/bbl in the fiscal year to date. Our 
projected surplus highlights the fact that, at 
around USD50/bbl, Kuwait has the lowest fiscal 
break-even Brent price in the GCC. With 
estimated sovereign net foreign assets at around 

500% of GDP, it also has the largest fiscal and 
external buffers. 
Our fiscal forecast still implies a financing need 
of nearly USD19 billion in FY18, as the 
government cannot spend most of the KIA 

investment income and is required by law to 

transfer 10% of its revenues (or around 4% of 
GDP) to the KIA's Reserve Fund for Future 
Generations. If, as we expect, Kuwait's 

parliament approves the new debt law 
increasing the sovereign borrowing cap to 

KD25 billion (USD83 billion), then a 
significant part of this could be met through 

more local and international bond issuance. 

The FY19 budget approved by the Cabinet this 
week proposes a broadly unchanged total 
spending allocation of KD20 billion (from KD19.9 
billion in FY18), with a rising allocation for 
investment and energy subsidies but restrained 
spending elsewhere. However, despite likely 

under-execution on capital spending, 
overspending is a risk as rising oil prices push up 
subsidy costs further, and limiting public sector 
hiring and wage growth may be politically 
difficult. 
As Fitch noted when affirming Kuwait's 
sovereign rating in October, a generous 
welfare state and the public sector's large 

economic role present long-term challenges to 

the public finances. We estimate that the 
public-sector wage bill alone could grow by 6% 
of GDP over the next five years if the trend of 
absorbing new labour force entrants into the 
public sector persists. 
Kuwait's exceptionally strong balance sheet 

position, which reduces pressure to take action, 
and parliamentary opposition have led to slower 
fiscal reform than elsewhere in the GCC. 
Parliamentary questioning and no-confidence 
motions against ministers are common and led 
to the government's resignation in October 
2017. We do not think the cabinet reshuffle that 

followed will accelerate reform, and do not 

expect VAT or excise tax to be implemented this 
year. 
The subsidy system remains largely unreformed. 
Petroleum prices were raised in October 2016 
but remain the lowest in the GCC, and the 

immediate fiscal benefit has been consumed by 
rising oil prices. Phased utility price hikes came 
into force in last year, but prices remain low and 
have not directly affected most Kuwaiti 
households. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 

original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

Lebanon 

Fitch Affirms Lebanon at 'B-'; Outlook 

Stable  

01-Feb-2018  
Fitch Ratings-Hong Kong-February 01: Fitch 
Ratings has affirmed Lebanon'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 
Lebanon's ratings reflect very weak public 
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finances, high political and security risks and 

anaemic economic performance. The ratings 

also capture the country's resilient banking 
system and external liquidity and other 
structural strengths such as high GDP per 
capita and human development indicators and 
an unblemished track record of public debt 
repayment. 

Political and security risk is high because of 
spillover effects from regional conflicts including 

the war in neighbouring Syria, the delicate 
sectarian balance in Lebanese society and 
politics and other geopolitical risks, for example, 
of renewed conflict between Hizbollah and 
Israel. The Syrian war continues to cast a 
shadow over Lebanon, with the ongoing 
presence of a large number of refugees (1.0 

million-1.5 million, relative to a previous total 
population of 4.5 million), hindrance to trade 
and extra military spending. 
The surprise resignation on 4 November of 
Lebanon's Prime Minister Saad Hariri illustrated 
these risks, as well as a measure of resilience. 
The resignation, announced from Riyadh, 

reflected Saudi Arabia's assertive foreign policy 
and displeasure at Mr Hariri's handling of 
government since becoming Prime Minister again 
in December 2016, as well as the regional rivalry 
between Saudi Arabia and Iran. However, the 
crisis was contained, with Mr Hariri withdrawing 

his resignation at the start of December. 
European and US influence urging for stability in 

Lebanon played a role in containing the crisis. 
We do not expect a fundamental change in the 
balance of power in parliament following the 
parliamentary election scheduled for May. 
However, this will be the first parliamentary 

election since 2009 and will be held under a new 
electoral law, which introduces an element of 
proportional representation and could generate 
some unexpected outcomes. Government 
formation after the election may be a drawn-out 
process. 
Public finances remain weaker than 'B' peers. 

General government debt is the fourth-
highest among Fitch-rated sovereigns at an 
estimated 149.2% of GDP in 2017. High debt 
levels have contributed to an exceptionally 
high interest bill, equating to 48% of 

government revenues in 2016. We estimate 
that the 2017 budget deficit narrowed to 7.7% 
of GDP, from 9.8% of GDP in 2016, owing 
largely to one-off effects as well as some 

broader improvement in tax revenue and 
spending restraint. In the first three quarters of 
2017 the budget deficit was 36% smaller year 
on year, as one-off outlays in 2016 dropped out 
of the comparison and because of a boost to 
revenue from bank profit taxes relating to the 
financial engineering operation in 2016. 

For 2018 we expect a slightly larger deficit, at 
8.2% of GDP, as the increase in the corporate 

tax rate (to 17% from 15%) will only have a 
full-year impact in the 2019 collection and 
outsized taxes from bank profits will not be 
repeated. We expect a smaller deficit to emerge 

in 2019, provided the full raft of tax measures is 

implemented. However, our forecasts remain 

cautious given uncertainty over the net fiscal 

impact of the salary scale adjustment and tax 
measures introduced in 4Q17 and the start of 
2018. Headline numbers from the Ministry of 
Finance imply a consolidation of LBP1,280 billion 
in a full year (1.5% of forecast 2018 GDP), other 
things being equal. However, details on the 

calculation of the estimate for additional revenue 
are not available and the salary scale 
adjustment could overshoot its estimated cost. 
The government has continued to meet its high 
financing needs (forecast to be 30% of GDP in 
2018), although funding costs might start to 

rise. Growth in deposits (a large part of which 

stems from the diaspora), which are 
channelled into government financing by 
domestic banks, is the cornerstone of 

Lebanon's public debt sustainability. If there 
was a sustained slowdown in deposit growth, for 
example, due to renewed political paralysis 
and/or loss of confidence in the financial system 

or a shock triggering large outflows, it would 
place debt sustainability under greater stress. 
The uncertainty in November over the position 
of the Prime Minister stimulated some deposit 
outflows, conversion of LBP deposits into FX 
deposits, and a decline in FX reserves. Private 
sector deposits in commercial banks fell by 

USD2.6 billion in November, a decline of 1.5% 
mom, the fastest monthly decline since 2006. 
The Banque Du Liban's (BDL) stock of FX 

reserves declined by USD1.1 billion, or 2.9% 
mom. The shock was a significant event, but 
was contained in duration and, overall, had a 
milder economic impact than other landmark 

political crises, such as the assassination of Rafik 
Hariri in 2005 and the war between Hizbollah 
and Israel in 2006. 
BDL maintains high gross foreign reserves to 
support confidence in Lebanon's currency peg 
against the USD, despite persistently large 
current account deficits (19.4% of estimated 

GDP in 2016). Foreign reserves stood at 

USD35.7 billion (excluding gold worth USD11.9 
billion) at end-November and accounted for 68% 
of LBP deposits. BDL has increasingly supported 

the economy and financial system since 2011, 
including via unorthodox financial operations and 
stimulus programmes. The extent of financial 
operations in 2016-17 by the BDL reflects the 

pressure the Lebanese economy has been under, 
with weak growth, political headwinds, 
persistent twin deficits and very limited fiscal 
policy. 
Growth prospects remain modest without 
improvements in the external environment, a 
stronger reform programme or a boost to 
investment stimulated, for example, by 

international support. Growth has averaged 
less than 2% in 2011-16 since the outbreak of 
the Syrian war, an extremely weak performance 

relative to the historical trend. In 2000-2010 
real GDP growth averaged 5.3%. 
GDP per capita and broader human development 
indicators are well above 'B' category peers and 

more in line with the 'BBB' median, although 
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governance indicators are weaker than peers. 

The government also has an unblemished track 

record of public debt repayment. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Lebanon a score 
equivalent to a rating of 'B' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
•Structural features: -1 notch, to reflect political 
and security risks not fully captured in the SRM, 

related to the ongoing war in Syria, the delicate 
sectarian balance in Lebanese society and 
politics and other geopolitical risks, for example, 

of renewed conflict between Hizbollah and Israel 
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 
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 Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the ratings are 
currently balanced. 

The main factors that could, individually or 
collectively, lead to positive rating action are: 

-An improvement in public debt dynamics, 
whether through fiscal tightening or improved 
economic performance. 
-Greater confidence in the sustainability of the 
domestic political environment and a sustained 
de-escalation of the war in Syria. 
The main factors that could, individually or 

collectively, lead to negative rating action are: 
-Diminished ability of the domestic banking 
sector to continue to attract sufficient deposits 
to keep funding the government. 
-A major destabilisation of Lebanon, for 

example, induced by geopolitical shocks or a 
severe intensification of sectarian tensions. 

KEY ASSUMPTIONS 
•Fitch assumes that international oil prices will 
average of USD52.5/b in 2018 and USD55/b in 
2019. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'B-

'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'B-'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'B-' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds affirmed at 'B-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 

wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Philippines 

Philippine Rural Development Project - 

Additional $170-M World Bank fund to 

boost rural development   

31-Jan-2018  
A robust rural economy is expected as the 
World Bank approved recently additional 
funding of $170-million for the Philippine 
Rural Development Project (PRDP) 
implemented under the Department of 

Agriculture.  
PRDP is a national flagship rural development 
and poverty-alleviation initiative of the DA 
jointly funded by the local government units 

and the agency. It seeks to support 
development of provincial champion 
commodities by establishing agri-enterprises and 
rural infrastructure, such as roads, bridges, 
communal irrigation systems, potable water 

supply, solar dryers, warehouses, greenhouses 
and composting facilities.  
Engr. Ricardo Oñate. Jr., PRDP Director in 
Mindanao is optimistic that Mindanao will take 
full advantage of this additional financing 
given that Mindanao needs all the support it 
can get to achieve the island's full agricultural 
potential.  

'This is a welcome development to start 2018. 

Aside from our current portfolio of P6.14 billion 
of combined agri-enterprises and infrastructure 
under PRDP, we still have a lot of project 
proposals waiting to be funded, so we take full 
advantage of this opportunity,' Oñate said.  
As of recent report, Mindanao cluster has 

cornered a total of P5.77-billion for 
infrastructure development. Of which, P1.27-
billion have been spent for 40 farm-to-market 
roads (FMR) and bridges with combined length 
of 117.46 km and 69 linear-meter bridge. Two 
potable water systems serving 1,266 

households, and 3 units of postharvest facilities 

serving at least 3,000 hectares of farmland.  
Mindanao's on-going project portfolio costs P4.5-
billion covering 54 FMRs with a total length of 
375.88 km; 3 FMRs with bridge with a length of 
25.06 km and 87.6 linear meter bridge; 1 PWS 
serving 390 HH; 1 communal irrigation system 
serving 100 hectares; and 3 postharvest 

facilities.  
While, enterprise development has accessed a 
total of P365.07 million for 77 projects to date.  
'With our current standing we significantly 
contribute to the 'Build, Build, Build program of 
the Duterte administration where we provide 
connectivity and road network access to remote 

but productive villages in Mindanao,' Oñate said.  
'Our agri-enterprise and infrastructure projects 
will provide opportunities to micro and small 
enterprises to expand and link to bigger 
markets,' he added.  

http://www.fitchratings.com/
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PRDP in Mindanao has benefited a total of 

285,938 farmer and fisherfolk households across 

Mindanao that supports the regions champion 
commodities that include abaca, banana, cacao, 
cassava, coconut, coffee, goat, organic rice, 
rubber, seaweed and swine.  
In a statement, Mara K. Warwick, World Bank 
country director for Brunei, Malaysia, the 

Philippines and Thailand said, 'PRDP is one of the 
most innovative projects of the Philippines. The 
practice of the Department of Agriculture 
preparing provincial commodity investment 
plans together with local governments have 
empowered local executives to mobilize 

additional resources and bring in programs of 
other government agencies. The PRDP helps to 
consolidate and efficiently plan programs and 

activities that alleviate poverty in rural areas.'  
The Philippine government developed DA-
PRDP in 2014 and the WB provided a loan and 
grant package amounting to US$ 501 million. 

(Sherwin B. Manual/PRDP Mindanao) Smooth 

transport. Farmers and traders now enjoy 
smoother and faster travel after the completion 
of 5.1 km. Nuevo Iloco, Mawab - Brgy. 
Panibasan, Maco farm-to-market road in 
Compostela Valley Province.  
 
(C) Copyright 2018 - Philippine Rural Development 
Project 
 
 

Qatar 

Qatar could issue $10bn worth bonds 

in 2018  

30-Jan-2018  
An estimated $72bn of the net sovereign 
issuance is expected to come from the Middle 
East and Africa this year, of which $44bn 
should be primarily from four GCC countries- 
Qatar, Saudi Arabia, Oman and Kuwait. 

Qatar is expected to issue bonds/sukuks worth 
$10bn, Bank of America Merrill Lynch (BofAML) 

said yesterday. 
BofML expects external debt supply of 
sovereign and corporate debt to increase 
slightly in aggregate in 2018. It forecasts 
overall sovereign gross debt issuance to 
decrease to $178bn, as sovereigns are turning 
more to local markets for funding. 

The MEAF/GCC regions would account for around 
half of that."Our credit analysts forecast 

corporate issuance will be $400bn. 
This brings the total foreign currency external 
debt corporate and sovereign issuance forecast 
to $578bn, down from the 2017 high of $630bn, 
but much higher than the $450bn in 2016." 
2017 was a year of high gross issuance and also 
high net issuance, much higher than 2015 or 

2016 and back up at the 2012 level. 

BofAML noted that the 2017-2018 sovereign 
supply will be remembered as the years of the 
GCCs."We focus on net issuance for 2018, given 
the respectable debt management programs 
that higher quality emerging market countries 

have been implementing to manage their debt. 

We forecast net issuance of $124bn for external 

sovereign debt, just slightly lower than in 2017, 
while gross sovereign issuance could come in at 
$178bn in 2018, similar to 2017. 
We also expect that some additional 
asset/liability management programmes 
including exchange offers, bond calls and 

buybacks could increase the gross issuance if 
offset with new external debt funding," BofAML 
analysts said. 
According to BofAML credit analysts, the largest 
net issuers Qatar and Saudi Arabia will be 
followed by Argentina ($13bn) and Indonesia 

($13bn).For gross and net issuance, it also 
include PDVSA with Venezuelan debt. 
Net issuance vs gross issuance is relatively high 

in sovereigns because issuance is typically in 
longer bonds. 
The expected synchronized global recovery 
will continue to be the main driver of inflows 
into Emerging Market (EM).The strong start 

for risky assets at a global level is reflected in 
EM, with equities and local market debt 
outperforming external debt. 

The BofAML still sees room for EM to continue to 
rally despite stretched valuations. Positive 
growth dynamics and stable US real rates 
validate the price action. 
Risks for EM external debt supply should be 

moderate in 2018, as growth is surprising to the 
upside and technicals are favorable. 

BofAML expects a tax-reform-driven rise in rates 
to be partly offset by further spread contraction. 
 
The Peninsula/Gulf base 
Copyright (c) 2018 Sourced by MIST all rights 
reserved 
 
 

Saudi Arabia 

Saudi foreign reserves rise for third 

straight month  

28-Jan-2018  
DUBAI, Jan 28 (Reuters) - The Saudi Arabian 

central bank's foreign reserves rose in 
December for a third consecutive month, a 
sign that higher oil prices may be easing 
pressure on the government's finances, 
official data showed on Sunday. 

The bank's net foreign assets grew $2.0 billion 
from November to $488.9 billion last month, 

after increasing $1.0 billion in November and 
$8.3 billion in October. It was the first time since 
mid-2014 that the reserves have risen for three 
straight months. 
The government has been using the reserves, 
which peaked at $737 billion in August 2014, 
to cover a big budget deficit caused by low oil 
export receipts. 

The central bank did not explain the reasons for 
the December data, but a jump in oil prices to 
three-year highs has lifted revenues, and this 
may have reduced the need for the government 
to draw down the reserves - though not entirely 
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removed it, as Riyadh is still running a deficit. 

Other factors may also be responsible for the 

rise in reserves, such as changes in the pattern 
of transfers of money to Saudi Arabia's 
sovereign wealth fund, and weakness of the U.S. 
dollar, which boosts the non-dollar portion of the 
assets. 
Also, the government launched a massive 

crackdown on corruption in November, saying it 
aimed to recover $100 billion of illicit funds in 
financial settlements with suspects. Some 
money from settlements may have bolstered the 
reserves. 
The foreign assets, the vast majority of which 
are believed to be in U.S. dollars, are held 

mostly in the form of securities holdings and 
bank deposits. Securities holdings rose in 
December while deposits edged down. 

Sunday's data also showed outstanding bank 
loans to the private sector shrank 0.8 percent 
from a year earlier in December, the 10th 
straight month of falling bank lending. 
 
(Reporting by Andrew Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

Albania 

Albania sells 7.56 bln leks (56.3 mln 

euro) of 5-yr T-notes  

31-Jan-2018  

TIRANA (Albania), January 31 (SeeNews) – 
Albania has raised 7.56 billion leks ($69.8 
million/56.3 million euro) from the sale of 
five-year fixed-rate Treasury notes, below the 
target of 8 billion leks, the finance ministry 
said on Wednesday. 

The coupon on the issue auctioned on Tuesday 
was set at 5.45%, unchanged from the previous 
auction of five-year fixed-rate T-notes held in 

November, according to figures posted on the 
website of the ministry. 
 
(1 euro = 133.039 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnia 

Bosnia's Serb Republic sells 51.3 mln 

euro of 5-yr T-bonds, yield rises  

30-Jan-2018  
BANJA LUKA (Bosnia and Herzegovina), January 

30 (SeeNews) - Bosnia's Serb Republic raised 
on Monday and Tuesday a total of 100.4 
million marka ($63.8 million/51.3 million 
euro) from the sale of five-year Treasury 
bonds in a two-day auction, the finance 
ministry said. 

The government paper was sold at 100.35% of 

par, with a weighted average yield of 2.89%, up 

from 2.76% at the previous similar auction held 
in November, the ministry said in a filing with 
the Banja Luka bourse. 
Demand for the notes, which bear an annual 
coupon of 3.0%, reached 147.6 million marka. 
The Serb Republic is one of two autonomous 

entities forming Bosnia and Herzegovina. The 
other one is the Federation of Bosnia and 
Herzegovina. 
 
(1 euro=1.95583 marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bulgaria 

Bulgaria's gross foreign debt falls in 

Nov  

29-Jan-2018  

SOFIA (Bulgaria), January 29 (SeeNews) – 
Bulgaria's gross foreign debt fell by an annual 
3.3% to 32.4 billion euro ($40.2 billion) at the 
end of November, the central bank said on 
Monday. 

The gross foreign debt was equivalent to 63.5% 
of the projected 2017 gross domestic product 
(GDP), down from 69.6% of GDP at the end of 

November 2016, the Bulgarian National Bank 
said in a statement. 

Month-on-month, Bulgaria's external debt edged 
down 0.2% in November. 
 
($=0.8051 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Solid growth, fiscal prudence needed 

for Bulgaria eurozone entry 

30-Jan-2018  
SOFIA, Jan 30 (Reuters) - Bulgaria needs to 

maintain strong economic growth and fiscal 

prudence for a relatively long time in order to 
adopt the euro, Central Bank Governor 
Dimitar Radev said on Tuesday. 

The Balkan country, which holds the rotating EU 
presidency, plans to file its application to enter 
the ERM-2, the two-year obligatory precursor to 
the euro, by the end of June.  
Sofia's push towards the euro is part of its plans 

to deepen its integration in the core of the bloc 
and avoid being left on the periphery as member 
states discuss a multi-speed Europe. 
Sofia has had its lev currency pegged to the 
euro in the past two decades, and meets the 
formal criteria for adopting the single 
currency, producing fiscal surpluses, keeping 
inflation at bay and having one of the lowest 
public debt in the EU.  

But critics say the EU's poorest member state 
needs to better align its economy to richer 
Western peers and prove it can crack down on 
corruption before it can adopt the euro. 
The small and open economy has been growing 
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by over 3.5 percent a year in the past three 

years and is expected to grow over four percent 

this year, according to the central bank.  
Speaking at a financial forum, Radev said the 
country did not need elaborate economic 
strategies on its path to the euro zone. 
"The recipe in our case is quite simple," he said. 
"We need to continue to maintain that outpacing 

economic growth, we need to do it for a 
relatively long period of time while maintaining 
disciplined management of the public finances." 
Radev said the Bulgarian banking sector was 
well capitalised and very liquid and working 
to decrease the bad loans that have dropped 
below 11 percent of all loans compared to 17 
percent in 2014. 

Speaking at the same forum, Finance Minister 

Vladislav Goranov reiterated that the 
government was making serious efforts to 
convince the ECB and the euro zone countries 
that Sofia belonged to "the club of the 
disciplined and rich European countries from the 
European centre".  

 
(Reporting by Tsvetelia Tsolova, Editing by William 
Maclean) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
 
 

Bulgaria ends 2017 with budget 

surplus at 0.8 percent of GDP  

31-Jan-2018  
SOFIA, Jan 31 (Reuters) - Bulgaria ended 2017 

with a fiscal surplus of 0.8 percent of gross 
domestic product, exceeding the 
government's revised target for a balanced 
budget as the economy motors on, finance 
ministry data showed on Wednesday. 

The Black Sea state expects a fiscal surplus of 
1.1 percent of GDP as of the end of January 

compared with a surplus of 0.9 percent a year 
ago, the ministry said. 
Bulgaria is targeting a shortfall of 1.0 percent of 
economic output this year, according to its 2018 
budget bill, which allots more funds for 
education and public sector wages. 

It ended 2016 with a fiscal surplus of 1.6 
percent of GDP on a cash basis. When calculated 
by EU accounting rules, the country posted a 
balanced budget. 
The Balkan country pegs its lev currency to the 
euro, in a regime that prevents the central bank 
from setting interest rates and leaves fiscal 

policy as one of the few tools authorities have to 
influence the economy. 
Bulgaria had initially targeted a 1.4 percent 
deficit for 2017, but stronger-than-expected 
economic growth prompted the centre-right 
government, led by Prime Minister Boyko 
Borissov, in October to predict a balanced 

budget. 
Fiscal revenues stood at 35.3 billion levs ($22.45 
billion), up 8.8 percent from an year earlier, the 
data showed. Spending rose to 34.5 billion levs 
from 32.5 billion a year ago, due to higher 
amount of social and health insurance 

payments. 

The fiscal reserve stood at 10.3 billion levs at 

the end of December. 
The small and open economy is expected to 
grow by 4 percent this year, after expanding by 
3.9 percent in 2016. 
 
($1 = 1.5722 leva) 
(Reporting by Angel Krasimirov; Editing by Richard 

Balmforth) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510)) 
 
 

Croatia 

Croatia sells above target 1.2 bln kuna 

(161.8 mln euro) of 1-yr T-bills  

30-Jan-2018  
ZAGREB (Croatia), January 30 (SeeNews) - 
Croatia's finance ministry said on Tuesday it 
sold one-year T-bills worth a total of 1.2 
billion kuna ($200.9 million/161.8 million 
euro), above its 800 million kuna target. 

The yield edged down to 0.09%, from 0.10% 

achieved at the last auction of one-year 
government securities held on January 23, the 
finance ministry said in a statement. 
 
(1 euro=7.41678 kuna) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Czech Republic 

Foreign holdings of Czech domestic 

bonds inch lower in December  

31-Jan-2018  

PRAGUE, Jan 31 (Reuters) - The proportion of 

non-residents holding Czech state domestic 
bonds ticked lower to 41.64 percent in 
December, from 41.95 percent in November, 
Finance Ministry data showed on Wednesday. 

Investors jumped into Czech bonds last year on 
bets the crown would gain after the central bank 

released it from a currency cap, which it ended 

last April. It has followed up with two interest 
rate hikes since August and analysts expect the 
bank to deliver another hike on Thursday.  
Foreigners held a record 51.35 percent of 
domestic bonds in September. The end-2017 
share is still well above 31.56 percent posted at 
the end of 2016 and 21.27 percent seen at the 

end of 2015. 
The crown is 6.3 percent stronger against the 
euro since the cap was removed. 
 
(Reporting by Robert Muller; Editing by Jason Hovet) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
 
 

Czech central bank raises 2017 budget 

surplus outlook, increases overall debt 

mailto:tsvetelia.tsolova@thomsonreuters.com
mailto:angel.krasimirov@thomsonreuters.com
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forecast  

02-Feb-2018  

PRAGUE, Feb 2 (Reuters) - The Czech central 

bank on Friday raised its forecast for the 2017 
public sector surplus to 1.6 percent of gross 
domestic product (GDP) from an earlier 
estimate of 1.4 percent. 

The bank improved its outlook for 2018 surplus 
to 1.6 percent from a previous forecast of 1.4 

percent. The surplus should then in 2019 
increase to 1.8 percent. 
The bank increased its expectation for 2017 
public debt to 34.7 percent of GDP from 33.8 
percent. 
In 2018, the debt level should decrease to 32.1 

percent of GDP, compared to 31.5 percent seen 
in November. 

In 2019, the debt level should drop further to 
29.8 percent of GDP. 
 
(Reporting by Mirka Krufova; Editing by Robert Muller) 
((prague.newsroom@thomsonreuters.com; Reuters 
Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net; 
+420-224 190 477)) 
 
 

Poland 

Poland Green pricing at the tight end, 

top-end size  

31-Jan-2018  
LONDON, Jan 31 (IFR) -  
*Final terms: EUR1bn at M+23. Citi is B&D. 
Allocs and pricing later this pm.  
*Books subject over EUR3.4bn. Final guidance 
MS+23/+25 (wpir) for exp EUR750m-1bn 
deal.  
*Books EUR2.3bn+ and subject at 11am. 
Guidance revised to MS+25/+30.  

*Guidance MS+35 area for benchmark size, 
pricing today. Due 7 Aug 2026, pay 7 Feb, 
EMTN docs, English law, Lux listing, 1k 
denoms, Reg S bearer (NGN). Citi is B&D.  

The Republic of Poland, rated A2/BBB+/A- (all 
stable; Moody's/S&P/Fitch), has mandated BNP 

Paribas, Citi, Commerzbank, SG CIB and PKO BP 
to lead manage a new Euro 8.5-year fixed rate 
RegS Green benchmark transaction. The Green 

Bond will be in line with the issuer Green Bond 
Framework; Second Party Opinion obtained from 
Sustainalytics. The transaction will be launched 
in the near future, pursuant to the issuer's EMTN 
Programme dated 07 March 2017, subject to 
market conditions. FCA/ICMA stabilisation 
applies. English Law. (Jan 30) 

 
(( julian.baker@thomsonreuters.com ; 020 7542 
7432)) 
 
 

Poland's 2017 central budget gap at 43 

pct of full-year limit  

31-Jan-2018  
WARSAW, Jan 31 (Reuters) - Poland's 2017 

central budget deficit reached 25.4 billion 
zlotys ($7.63 billion), or 43 percent of the 

limit written into the budget, the finance 
ministry said in a statement on Wednesday. 

The ministry said that value added tax (VAT) 
revenue - the main source of budget revenue - 
rose 24 percent year-on-year to 157 billion 
zlotys. Total budget expenditure in 2017 was 2.3 
percent lower than envisaged in the budget. 

 
($1 = 3.3308 zlotys) 
(Reporting by Marcin Goettig; Editing by Lidia Kelly) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania aims to sell domestic debt 

worth 3.49 bln lei in Feb  

30-Jan-2018  
BUCHAREST, Jan 30 (Reuters) - Romanian debt 

managers aim to sell leu currency bills and 
bonds worth 3.49 billion lei ($929.95 million) 
in February, including 390 million lei at non-

competitive rounds of auctions, the finance 
ministry said on Tuesday. 

In January, the ministry sold debt worth roughly 
3.42 billion lei. Upward pressure on yields drove 
it to reject all bids at several tenders. 

In February, the ministry has scheduled eight 
bond tenders with residual maturities ranging 
from 2.7 to 13.6 years, and one auction worth 

500 million lei for one-year treasury bills. 
 
($1 = 3.7529 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania central bank's FX reserves 

flat at 33.5 bln euros in Jan  

01-Feb-2018  

BUCHAREST, Feb 1 (Reuters) - The Romanian 

central bank's foreign exchange reserves, 
excluding 103.7 tonnes of gold, were virtually 
flat in January, rising by 4 million euros from 
December to 33.5 billion euros ($41.64 
billion), the bank said on Thursday. 

Inflows were 1.27 billion euros and included 
inflows into the finance ministry and the 
European Commission's accounts. 
Outflows totalled 1.27 billion euros and reflected 
changes in credit institutions' foreign currency-
denominated required reserves, interest 
payments and principal repayments on foreign 

currency public debt.  
The central bank said payments to service 

external public and publicly guaranteed foreign 
currency debt in February amounted to roughly 
177 million euros. 
 
($1 = 0.8045 euros) 
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(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania sells less than planned 247.1 

mln lei of Oct. 2021 bonds  

01-Feb-2018  
BUCHAREST, Feb 1 (Reuters) - Romania's 

finance ministry sold a less than planned 
247.1 million lei ($66.11 million) worth of 
Oct. 2021 treasury bonds on Thursday, with 
the average accepted yield at 3.76 percent, 
central bank data showed.  

Debt managers, who had planned to sell 400 
million lei, first issued the paper in January at an 

average yield of 3.63 percent. 

So far this year, Romania has sold domestic debt 
worth 3.67 billion lei. 
Earlier on Thursday, debt managers opened the 
books for a dual tranche eurobond issue, 
attracting more than 3 billion euros worth of 
demand for 12- and 20-year benchmarks. The 
deal will close later in the day.  

 
($1 = 3.7378 lei) 
(Reporting by Luiza Ilie; editing by Radu Marinas) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania revises pricing for dual-

tranche bond  

01-Feb-2018  
By Robert Hogg 
LONDON, Feb 1 (IFR) - Romania has revised 

pricing for a dual-tranche euro bond, 
according to a lead. 

The sovereign has set guidance for notes due 
February 2030 at 140bp area over mid-swaps. 

The tranche was initially offered at plus 150bp 
area. 
Romania is marketing due February 2038s at 
plus 200bp area. The bonds were first marketed 

at plus 210bp area. 
The aggregate books are over EUR4.5bn, 
excluding lead manager interest.  

The trade is today's business via Barclays, Erste, 
ING, SG CIB and UniCredit. 
Romania is rated Baa3/BBB-/BBB-. 
 
(Reporting by Robert Hogg; editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
 
 

Russia 

Russian state bonds in demand before 

new U.S. sanctions reports  

29-Jan-2018  
•Demand soared for treasury bonds printed 
last week 

•New reports on possible U.S. sanctions due 
this week 

•More sanctions could limit foreign 
investment in OFZs 

By Yelena Orekhova, Darya Korsunskaya and 
Andrey Ostroukh 
MOSCOW, Jan 29 (Reuters) - Investors have 

been snapping up Russian government bonds 
ahead of new reports on prospective U.S. 
sanctions that could limit the ability to buy 
the high-yielding debt by foreign players in 

future, officials and market participants said. 

The United States was set to release reports as 
early as Monday detailing prospects for 
expanding sanctions against Russia including a 
list of prominent oligarchs with close ties to 
President Vladimir Putin and on potential 
restrictions on the holding of Russian state debt.  

The reports do not automatically lead to fresh 
sanctions. But if they are applied any time 

afterwards, the new sanctions may limit 
access to Russian treasury bonds that are 
popular with international investors thanks to 
lucrative yields. 

The finance ministry sold 40 billion roubles 
($709 million) worth of treasury bonds, known 
as OFZ bonds, to demand of more than 136 

billion roubles at weekly auctions on Jan. 24. 
On that day, foreigners accounted for around a 
third of all bids for OFZ bonds, said Konstantin 
Vyshkovsky, head of the state debt department 
at the finance ministry. "But they (foreign 

investors) bought less as residents offered 

better prices," Vyshkovsky said in a text 
message late on Friday. 
The bonds, maturing in 2028 and 2021, 
sported average yields of 7.42 percent and 
6.99 percent respectively, higher than such 
bonds offer in Europe or in the United States. 

A benchmark 10-year OFZ bond offered yields of 
7.4 percent, compared with 2.7 percent carried 
by U.S. Treasury bonds with the same tenor. 

A former top banker who now works for a major 
Russian firm said foreigners' demand for OFZs in 
December and January was buoyed by concern 
that new U.S. sanctions would hamper future 
buying of bonds but not affect already existing 

OFZ holdings. 

HIGH YIELDS 
"This means there was a need to invest properly 
before the ban because yields are still high, 
while oil prices keep on rising," said the ex-
banker said, who asked not to be named. 
Russian central bank data also confirms the 
trend. The central bank said last month non-

residents resumed buying OFZ bonds in 
December. 
A trader at a major Russian bank in Moscow, 
who also asked not to be named due to the 
sensitivity of the issue, said foreigners scaled up 
purchases of OFZs recently fearing that new 
restrictions could bar them from buying high-

yield papers later. 
Amid slowing inflation and a recovery in the 
rouble, OFZs were the Russian market's darlings 
over the past couple of years as they carried 
yields higher than other developed and 
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emerging markets offered. 

This year, OFZ bonds are expected to keep on 

enjoying sound demand as the Russian central 
bank is seen cutting its key rate, which drives 
OFZ yields lower but pushes their prices higher. 
Foreign investors now play a major role on the 
OFZ market. As of Dec. 1, they held 2.2 trillion 
roubles of these bonds, or more than 32 percent 

of all OFZs, up from 1.4 trillion and 25.6 
percent, respectively, a year earlier.  
A senior dealer at a major foreign bank in 
Moscow also said there was strong demand from 
non-residents for OFZ bonds this month but this 
was mostly caused by a global rally on other 

emerging markets. 
It was not fully clear if non-residents came from 
genuinely foreign funds or from money kept 

abroad by Russian residents. 
Deputy Finance Minister Sergei Storchak said on 
Monday a non-resident could act only as an 
intermediate agent, replying to a question about 

the origin of funds invested in OFZs. 
On Monday, the rouble and OFZ bonds were 
steady as the market braced for the U.S. 
sanctions report. "We expect sleepy trading in 
OFZs this week before there is more clarity on 
the U.S. Treasury's sanction reports," VTB 
Capital said in a note. 

Moody's decision to lift its outlook for Russia's 
sovereign rating last week to positive from 
stable also played on the upside for Russian 
assets as the move eased concerns about the 

impact of new U.S. sanctions. 
 
($1 = 56.3945 roubles) 
(Reporting by Yelena Orekhova, Darya Korsunskaya, 
Lena Fabrichnaya, Tatiana Voronova, Andrey Ostroukh 
and Katya Golubkova; Writing by Andrey Ostroukh; 
editing by Mark Heinrich) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Russia can withstand new sanctions, 

rating may be upgraded 

30-Jan-2018  

By Andrey Ostroukh 

MOSCOW, Jan 30 (Reuters) - Russia's economy 

has gained enough resilience to withstand 
new Western sanctions and the country's 
sovereign rating may be upgraded by the end 
of the year, Kristin Lindow, a senior vice 
president at Moody's Investor Service, said in 
an interview. 

Targeted by Western economic and financial 

sanctions since 2014, Russia's economy began 
to recover last year after a steep economic 
downturn, thanks to higher oil prices and some 
structural reforms implemented by the 
government.  
"Our analysis is that the economy and public 
finances are in good shape and can withstand 

new sanctions," Lindow told Reuters late on 
Monday, before the United States named major 
Russian businessmen on a list of oligarchs close 
to the Kremlin.  
Late last week, Moody's raised the country's 
sovereign outlook to positive from stable just 

days before widely- anticipated reports on 

possible new U.S. sanctions against Russia. 

The U.S. Treasury Department later released a 
list of people close to the Kremlin, casting a 
potential shadow of sanctions risk over a wide 
circle of wealthy Russians. 
Moody's outlook upgrade also came less than 
two months before Russia's March presidential 

election, which President Vladimir Putin is widely 
expected to win. 
"We were trying to send a message ... that we 
think that the economy is resilient to new 
sanctions. And we also didn't feel it was 
necessary to wait to assign a positive outlook 
until after the presidential election," Lindow 
said. 

Global rating agencies are on the watch now for 

a sovereign rating upgrade as higher oil prices 
eased concerns about Russia's fiscal buffers, 
while the economy is on track to grow for the 
second year in a row. 
Lindow said a decision on upgrading Russia's 
rating could be made no later then in the next 
12-18 months. 

2018 OUTLOOK 
This year, Moody's expects Russia's economy 
to grow by 1.6 percent, inflation to accelerate 
back to the central bank's target of 4 percent, 
and international reserves to grow by another 
$40 billion. 

"What we're looking for is a policy mix that we 
think has been adopted. A fiscal consolidation 

that would allow the deficit to be financed 
entirely domestically just in case new sanctions 
are imposed on Russian government debt. 
Similarly, the exchange rate to be a shock 
absorber," Lindow said. 
After the 2018 presidential election, which would 
lead to a new cabinet of ministers, Moody's also 

expects to see "continuity in terms of personnel 
at the top of key ministries" and the same 
economic and financial lines to be pursued. 
"What would be helpful is some clarity on where 
tax rates are going to be" after a new 
government is appointed, Lindow said. 
Lindow also praised the central bank's policy of 

purging the banking sector and shutting dozens 

of lenders as it helped to cap capital flight. But 
there was still more work to do in terms of the 
clean-up, Lindow said. 
"The clean-up in the banking sector that has 
been going on in the past several years has 
been very positive and certainly led to a 
better outcome for external finances than we 

anticipated," she said. 

"Russia has had a history of having current 
account surpluses but a certain amount of that 
was lost to capital flight. And that's diminished 
significantly with the closure of some of these 
banks." 
 
(Reporting by Andrey Ostroukh; Editing by Peter Graff) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
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Demand for Russian govt bonds 

outstrips offer more than three-fold  

31-Jan-2018  
MOSCOW, Jan 31 (Reuters) - Demand for 

Russian government bonds exceeded the 
amount of paper on offer by more than three 
times on Wednesday in the absence of any 
new U.S. sanctions on holding Russian debt. 
The United States released a report on people 
close to President Vladimir Putin earlier this 
week but did not impose any restrictions on 
ownership of Russian state debt, something 
that the market feared could happen. 

At two auctions on Wednesday, the finance 
ministry sold 30 billion roubles ($532.85 million) 

worth of treasury bonds, known as OFZs, or all 

paper on offer. The overall demand at two 
auctions topped 108 billion roubles. 
OFZ bonds have been in strong demand in the 
past few years thanks to their lucrative yields. 
On Wednesday, yields of benchmark 10-year 
OFZ bonds fell to their lowest since late 2013 of 

7.24 percent but were still far above the 2.7 
percent carried by U.S. Treasury bonds with the 
same term. 
OFZ bonds are popular with foreign investors. 
As of Dec. 1, they held 2.2 trillion roubles of 
these bonds, or more than 32 percent of all 
OFZs, up from 1.4 trillion and 25.6 percent, 
respectively, a year earlier. 

Demand for OFZs was fanned recently by 

concerns that possible new U.S. sanctions could 
hamper future buying of bonds but not affect 
existing OFZ holdings. 
Expectations that the central bank will cut rates 
throughout 2018 also supports demand for 
OFZs. When the central bank trims its key rate, 

now at 7.75 percent, yields of OFZ bonds go 
down, which, in turn, pushes bond prices higher. 
Following are details of the auctions, taken from 
the Finance Ministry website (www.minfin.ru): 
 
($1 = 56.3010 roubles) 
(Reporting by Andrey Ostroukh; Editing by Adrian 
Croft) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Kremlin says can't predict if U.S. may 

sanction its sovereign debt  

01-Feb-2018  
MOSCOW, Feb 1 (Reuters) - The Kremlin on 

Thursday accused the United States of being a 
"very unpredictable" partner and said it could 
not predict if Washington would introduce 
additional sanctions aimed at its sovereign 
debt. 

Asked about the prospect of Washington 
imposing sanctions on Russia's sovereign debt, 
Kremlin spokesman Dmitry Peskov said: "We 

deeply regret that we have to deal with a very 

unpredictable partner." 
 
(Reporting by Gabrielle Tétrault-Farber; Editing by) 
(( Gabrielle.Tetrault-Farber@thomsonreuters.com ;)) 
 

 

Serbia 

Serbia sells 8.4 bln dinars (78 mln 

euro) of 3-yr T-notes, yield drops  

30-Jan-2018  
BELGRADE (Serbia), January 30 (SeeNews) – 
Serbia's finance ministry said on Tuesday it 
raised 8.4 billion dinars ($87.9 million/70.7 
million euro) at an auction of three-year 
Treasury notes in a reopening of the issue, 
well below its target of 24.1 billion dinars. 

The yield fell to 3.88%, down from 4.29% at the 
last auction of three-year dinar-denominated T-

notes held on November 6, the finance ministry 
said in a statement. 

Demand for the government debt paper, which 
matures on April 5, 2020, totalled 9.115 billion 
dinars. 
 
(1 euro = 118.776 dinars) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Ukraine 

Ukraine minister hopes IMF-backed 

court law passed by March  

30-Jan-2018  

KIEV, Jan 30 (Reuters) - Ukrainian Justice 

Minister Pavlo Petrenko said Tuesday he 
hoped parliament would pass a law to 
establish a special anti-corruption court by 
late February or March in line with 
recommendations by a European watchdog. 

Passing the law is a priority for Ukraine to 
receive more money under a $17.5 billion 
bailout from the International Monetary Fund, 
but critics say the draft law as it stands falls 
short of recommendations made by the Venice 
Commission. 
"I am convinced that, without exception, all the 

recommendations presented by the Venice 
Commission will be taken into account," 

Petrenko said at a briefing. "There's no time for 
delay - it would be ideal for the law to be voted 
on at the end of February or in March." 
 
(Reporting by Pavel Polityuk; writing by Matthias 
Williams, Editing by William Maclean) 

(( matthias.williams@thomsonreuters.com ;)) 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Brazil 

Brazil taps sovereign fund to meet 

2018 budget rules  

29-Jan-2018  
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By Marcela Ayres and Mateus Maia 

BRASILIA, Jan 29 (Reuters) - Brazil's 

government will tap the nation's sovereign 
fund and recent surpluses to cut debt and 
avoid breaking budget rules this year, officials 
said on Monday, after easily meeting the 2017 
fiscal target. 

The government is 208.6 billion reais ($65.9 
billion) short of meeting the so-called golden 
rule in 2018, which forbids it from issuing debt 

worth more than its investments in a given year, 
Treasury Secretary Ana Paula Vescovi said on 
Monday. 
State development bank BNDES had 
previously agreed to early repayment of 130 
billion reais worth of loans to help meet those 
requirements, following a similar transaction 
last year. 

Several other measures will help to cover the 

rest of the shortfall, such as tapping 26 billion 
reais from its sovereign fund and 16 billion reais 
from a deactivated development fund to cut 
debt, moves that require congressional approval. 
The government will also free up an undisclosed 
amount of funds stemming from past surpluses, 

currently earmarked by law, and reassess how 
much spending authorized in previous years has 
carried over to 2018. 
The measures highlight challenges facing 
policymakers as they try to meet fiscal rules, 
curb growth of public debt and avoid further 
sovereign credit downgrades amid rising 
government spending. 

Planning Minister Dyogo Oliveira told Reuters 

this month that he saw "no risk" of breaking the 
golden rule in 2018 but that there was "no 
possibility" of meeting it in 2019. 
The central government, comprised of the 
federal government, social security system 
and the central bank, posted a deficit of 
124.401 billion in 2017 before interest rate 
payments, the fourth straight negative result. 

Still, the deficit fell 23 percent from the year 

before and easily met the official deficit target of 
159 billion reais, as Latin America's largest 
economy continued to rebound from its deepest 
recession in decades, boosting tax revenue. 

Reuters had reported last week that the deficit 
was likely to be around 30 billion reais smaller 
than the official target. 

The December deficit totaled 21.168 billion 
reais, below the median estimate of 25.2 billion 
reais in a Reuters poll.  
 
($1 = 3.16 reais) 
(Reporting by Marcela Ayres and Mateus Maia; Writing 
by Bruno Federowski; Editing by Andrea Ricci and 
Chizu Nomiyama) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Brazil to cancel up to $2.5 bln of 

government spending  

31-Jan-2018  
SAO PAULO, Jan 31 (Reuters) - Brazil's 

government will cancel between 5 billion and 
8 billion reais ($1.6 billion-$2.5 billion) of 

public spending for 2018, to comply with a 
constitutional amendment that caps 
expenditure growth, a government source 
told Reuters. 

Under a bill put forward by President Michel 
Temer, government spending cannot increase by 
more than the rate of inflation in a given year. 
This will force the government to cut spending in 

a revised budget proposal to be published by the 
end of the week, the source from the economic 
cabinet said. 
Policymakers often freeze public spending at this 
time of the year as part of a regular budget 
review, but cancelling spending would be more 
drastic as it cannot be reversed. 

Additionally, the government could also freeze 
around 2 billion reais worth of government 
spending as part of the revised budget plan, the 
source said. 
The bill will keep an estimate of 12 billion reais 
worth of revenue from the privatization of power 
utility Centrais Elétricas Brasileiras SA, the 

source said, but will not allow those funds to be 
spent for now. 
The government has struggled to gather 
lawmaker support for the privatization plan 
among lawmakers. 
 
(Reporting by Patricia Duarte; Writing by Bruno 
Federowski; Editing by Bernadette Baum) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Brazil's 2017 primary budget deficit 

smaller than target  

31-Jan-2018  

BRASILIA, Jan 31 (Reuters) - Brazil ended 2017 

with a primary budget deficit for the fourth 
year in a row, but easily beat its annual 
target, the central bank said on Wednesday. 

Brazil's public sector, comprised of the central 
government, regional governments and state-

owned firms, posted a budget deficit of 110.583 
billion reais ($35.1 billion) in 2017 before 

interest rate payments. That was nearly 30 
percent smaller than the year before and below 
the official deficit target of 163.1 billion reais 
before interest payments. 
 
($1 = 3.15 reais) 
(Reporting by Marcela Ayres; Writing by Bruno 
Federowski 
Editing by Chizu Nomiyama) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 

https://twitter.com/b_federowski ; +55 11 5644 
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Chile 

Chile taps dollars on heels of euro 

trade  

29-Jan-2018  
By Paul Kilby 
NEW YORK, Jan 29 (IFR) - Chile announced a 

new US dollar benchmark 10-year bond on 
Monday, returning to market less than a week 
after tapping euros as it looks to retire debt 
maturing between 2020 and 2026. 

At initial price thoughts of US Treasuries plus 

75bp, the deal is offering a decent pick-up to the 
existing 2026s, which have been trading at a G-
spread of 37bp.  

While that may seem generous, bankers say a 
premium may be required to get investors 
interested in a sovereign that already trades 
tightly at a time of growing nervousness about 

US rates. 
"US Treasuries are whipping around so much 
that it is not a bad thing to start with a cushion," 
said a banker away from the deal 
Bonds issued by high-grade names such as 
Chile, which is Latin America's highest-rated 
sovereign at Aa3/A+/A, are particularly 
vulnerable to US rates volatility.  

Earlier this month, the yield on the 10-year US 
Treasury burst through the 2.60% for the first 
time since March last year, and on Monday rose 

to 2.727%, its highest level since April 2014. 
"To go in such a relatively short period through 
2.60% and then 2.70% is a little surprising," the 
banker said. "It is a thing that people are more 

concerned about." 
Even so, markets have become more bullish on 
Chile amid a rally in copper - a major export for 
the country - and following the electoral victory 
for conservative president-elect Sebastian 
Pinera. 
"Pinera will jump into an accelerating economy 

oiled by improving external conditions and 
confidence in domestic prospects," Bank of 
America Merrill Lynch analysts wrote last week. 
The bank is forecasting GDP growth of 2.6% 
this year amid buoyant copper prices, up from 
the 1.4% that is expected to be recorded for 
2017. 
"Given the market appetite, we anticipate the 

concession will be small," said a second banker 
away from Chile's deal. "It already trades so 
tight, they are trying to be cautious with the first 
step." 
The sovereign raised €850m, or about US$1bn, 
last week with an 11-year bond that priced at 
mid-swaps plus 35bp, putting it inside the 37bp 

that one banker thought was fair value.  
Monday's deal is Chile's first 10-year in US 
dollars since January 2016, when it issued its 

3.125% 2026s at US Treasuries plus 130bp.  
That is one of the bonds that the country is 
targeting in the new tender. The others include 

the 3.875% 2020s, 3.25% 2021s, 2.25% 2022s 
and 3.125% 2026s.  

Bank of America Merrill Lynch, Citigroup, 

Goldman Sachs and JP Morgan area acting as 

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

Chile registers 2017 fiscal deficit of 2.8 

percent GDP  

30-Jan-2018  
SANTIAGO, Jan 30 (Reuters) - Chile registered 

a fiscal deficit of 2.8 percent of gross 
domestic product in 2017, as government 
spending rose alongside revenues from rising 
copper prices in the world's top copper 

producer, officials said on Tuesday. 

The fiscal gap was slightly higher than the 
government's earlier estimate of 2.7 percent of 
gross domestic product.  
Chile has long been one of Latin America's most 
fiscally sound countries. But several years of 
declining copper-related revenue and higher 

spending on education and other social 
programs under outgoing President Michelle 
Bachelet had widened the fiscal deficit and 
contributed to recent downgrades by credit 
rating agencies Fitch and S&P. 
 
(Reporting by Felipe Iturrieta 
Editing by Chizu Nomiyama) 

(( dave.sherwood@thomsonreuters.com ; +56 9 9138 
1047, +56 2 2370 4224; Reuters Messaging: 
dave.sherwood.thomsonreuters.com@reuters.net )) 
 
 

Fitch Rates Chile's 2028 USD Bonds 'A'  

30-Jan-2018  
Fitch Ratings-New York-January 30: Fitch 

Ratings has assigned an 'A' rating to Chile's 

USD2 billion notes maturing Feb. 6, 2028. The 
notes have a coupon of 3.240%. 

Proceeds from this issuance will be used for 
general budgetary purposes and buyback of 

existing debt. 
KEY RATING DRIVERS 
The bond rating is in line with Chile's Long-Term 
Foreign Currency Issuer Default Rating (IDR) of 

'A'. 
RATING SENSITIVITIES 
The bond rating would be sensitive to any 
changes in Chile's Long-Term Foreign Currency 
IDR, which Fitch downgraded to 'A' from 'A+' on 
Aug. 11, 2017 while revising the Outlook to 
Stable from Negative. 

 
Media Relations: Benjamin Rippey, New York, Tel: +1 
646 582 4588, Email: 
benjamin.rippey@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

http://www.fitchratings.com/
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Dominican Republic 

Dominican Republic readies roadshows 

to market new bond  

31-Jan-2018  
NEW YORK, Jan 31 (IFR) - The Dominican 

Republic will start roadshows this week to 
market a new bond trade.  

The sovereign, rated Ba3/BB-/BB-, will be in 
London on February 2, in Boston on February 5, 
in New York on February 6 and in New York for 

conference calls on February 7. 
The Caribbean nation is contemplating an 
intermediate or long-term US dollar deal or a US 
dollar bond combined with a local currency 

trade.  
Citigroup and JP Morgan are acting as joint 
bookrunners.  

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

Jamaica 

Fitch Affirms Jamaica at 'B'; Revises 

Outlook to Positive  

31-Jan-2018  
Fitch Ratings-New York-January 31: Fitch 

Ratings has affirmed Jamaica's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B' and has revised the Rating Outlook to 

Positive from Stable. 

A full list of rating actions follows at the end of 
this release. 
KEY RATING DRIVERS 
The revision of the Outlook on Jamaica's IDRs 
reflects the following key rating drivers: 
Refinancing risks and fiscal financing needs 
are much reduced as the authorities have pre-

financed or bought back all but USD175 
million in external debt maturing in 2019, and 
there are no sizeable external debt maturities 

until 2022. The government faces large 
domestic maturities in July 2018 and February 
2019, which it can refinance through a 
combination of domestic and external issuance. 
The government continues to demonstrate 

market access, and the domestic debt market 
has fully re-opened following the domestic 
debt restructuring of 2013. 

The government is on course to record another 
primary fiscal surplus of around 7% of GDP in 
FY17 (to end March 2018), equivalent to an 
overall balanced budget. As interest payments 
decline, the authorities may seek to reduce the 

primary surplus target by up to 1pp to make 
room for greater investment. A decline to 6.5% 
of GDP is envisaged in the IMF programme in 
FY20. The authorities have begun difficult public 
sector reforms, including merging public sector 
bodies resulting in job losses, with the goal of 

reducing the government wage bill to 9% of GDP 

as set out in fiscal responsibility legislation. 

Public sector wage negotiations for FY17 and 
FY18 are yet to conclude. A public sector 
pension reform will take effect in FY18. 
Jamaica's public debt/GDP ratio is on a 
downward path although it remains very high 
at over 40pp above the median of sovereigns 
rated 'B' or below. Under a new definition for 

public debt which took effect this fiscal year, 
and which encompasses the net debt of public 
sector bodies but excludes IMF lending to the 
Bank of Jamaica, the debt burden is on course 

to end FY17 at 107% of GDP. It may come in 
below that if recent JMD appreciation is 
sustained. Conversely, exchange rate 
depreciation poses a risk to favourable debt 
dynamics, given that 60% of government debt is 

FX-denominated. The interest burden as a share 
of revenues is gradually falling as the 
government refinances at cheaper rates, 
although it still accounts for one-quarter of 
budget revenues, compared with a peer median 
of 10%. 
The external finances are also on a sustainable 

path and external liquidity has improved, 
surpassing the 'B' median at 207% of liquid 
external liabilities. External financing needs are 

reduced to 36% of reserves in 2018, from 
86% in 2013, due to a lower current account 
deficit which is fully funded by net FDI. 
Buoyant tourism and bauxite exports should lead 

the current account deficit to stay within a range 
of 1%-2% of GDP in 2018 and 2019. 
Vulnerability to a rise in fuel imports persists 
and will rise with the expansion in the bauxite 
industry, although a shift towards LNG as a fuel 
source partially mitigates. The Bank of Jamaica 
has built up gross international reserves, which 

now stand at USD3.8 billion or five to six months 
of current account payments, and are forecast to 
strengthen. The sovereign's net foreign asset 
position has been slower to improve, as part of 
the accumulation has been driven by net 
government external borrowing. 
Jamaica's ratings also balance improving 

macroeconomic stability and governance and 

income per capita in excess of peers against 
weak growth prospects, high vulnerability to 
shocks, including natural disasters, and weak 
public finances. 
Real GDP growth remains a weakness relative to 
other countries in Jamaica's income level and 

rating range, reflecting a legacy of past 
macroeconomic instability and structural issues, 
though it is slowly rising. Real GDP grew 0.8% 
year on year in 3Q17 and at an annualised rate 
of 2%. Job creation has picked up and tourism is 
growing strongly in line with the global upturn 

and following investments in new capacity. 
Stopover arrivals grew 7.8% in 2017, the 
strongest growth in over a decade. The Alpart 

bauxite and alumina facility has restarted 
production under new ownership, which could 
boost goods exports by 20% in 2018. Lower 
energy prices are helping competitiveness. 

Interest rates are coming down and credit 
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growth has picked up. 

Macroeconomic stability continues to improve. 

The Bank of Jamaica is establishing greater 
credibility and will gain greater formal 
independence under planned reforms. For the 
first time the BoJ was given an official medium-
term inflation target (of 4%-6%), it is 
broadening its range of monetary policy tools 

and has introduced a new FX auction system to 
allow a more flexible and market-determined 
exchange rate. Since January 2017, the JMD has 
appreciated by 3% against the USD and the BoJ 
has cut its benchmark overnight rate by 100bps 
most recently by 25bps to 3% in January 2018. 

There is consensus between the two main 
parties on economic policy and active 
involvement by representatives of the business 

community. The Jamaica Labour Party 
government led by PM Andrew Holness 
expanded its parliamentary majority to a margin 
of three after a series of by-elections in 2017. 

Structural indicators such as governance, human 
development and per capita income are better 
than the 'B' median. High crime rates, as 
elsewhere in the region, add to the cost of doing 
business. As a small open, island economy, 
Jamaica is vulnerable to shocks, including 
natural disasters, which have adversely affected 

growth and public finances in the past. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Jamaica 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 
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 main risk factors that could, individually or 
collectively, lead to an upgrade are: 
--Fiscal performance consistent with a sustained 
and rapid reduction in government debt/GDP; 
--Further strengthening of the gross and net 
foreign reserves position; 

--Higher real GDP growth and potential growth. 
The main risk factors that could, individually or 
collectively, lead to a stabilisation of the Outlook 
are: 
--Failure to fulfil goals under the IMF 
programme, curtailing access to external 
financing, potentially undermining private sector 

and creditor confidence; 
--A sustained fiscal deterioration that worsens 
debt dynamics; 
--External or confidence shocks that lead to 
macroeconomic and/or financial sector 

instability. 

KEY ASSUMPTIONS 

Fitch assumes that the global economy performs 
in line with the forecasts contained in the 
December 2017 Global Economic Outlook 
Fitch has affirmed the following ratings: 
--Long-Term Foreign-Currency IDR at 'B'; 
Outlook revised from Stable to Positive; 

--Long-Term Local-Currency IDR at 'B'; Outlook 
revised from Stable to Positive; 
--Short-Term Foreign-Currency IDR affirmed at 
'B'; 
--Short-Term Local-Currency IDR at 'B'; 
--Country Ceiling at 'B'; 

--Issue ratings on long-term senior unsecured 
foreign-currency bonds at 'B'; 
--Issue ratings on long-term senior unsecured 

local-currency bonds at 'B'. 
 
Media Relations: Benjamin Rippey, New York, Tel: +1 
646 582 4588, Email: 
benjamin.rippey@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Uruguay 

Uruguay says plans to issue $2.7 bln in 

bonds this year  

02-Feb-2018  

MONTEVIDEO, Feb 1 (Reuters) - Uruguay needs 

financing of $3.077 billion this year and will 
help meet that amount through multi-lateral 
borrowing and issuance of $2.7 billion in 
bonds, the economy ministry said in its 
quarterly debt report on Thursday. 

The country ended 2017 with a fiscal deficit of 
$2.0 billion, or about 3.5 percent of gross 

domestic product. 
Proceeds from the bonds due to be issued in 
2018 will mostly go toward paying interest on 
outstanding debt and amortizations, the report 
said. 
 
(Reporting by Malena Castaldi; Editing by Sandra 
Maler) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
 
 

Venezuela 

Payment delays on PDVSA bonds 

heighten litigation risks 

31-Jan-2018  
By Paul Kilby 
NEW YORK, Jan 31 (IFR) - Lengthy payment 

delays on PDVSA bonds are prompting a 
review of whether the Venezuelan oil 
company has now entered permanent default, 

according to a report from Nomura released 
on Wednesday.  

Below are highlights from the report: 
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- There have been no coupon disbursements on 

the PDVSA 2022, 2021, 2035, 2024 and 2026 

bonds, despite tweets late last year that 
payments had been made. 
- Payments on the PDVSA 6% 2022s are later 
than payments on the sovereign's 2019s and 
2024s, when trading association EMTA 
recommended that Venezuelan sovereign bonds 

trade flat. 
- A decision from EMTA on whether to 
recommend trading PDVSA bonds flat is 
expected within days or weeks. While EMTA 
makes informal recommendations, in practical 
terms the move would recognize a permanent 

PDVSA default. 
- This in turn may encourage higher litigation 
risks for PDVSA, which is more vulnerable 

because of its offshore assets. 
- This potentially threatens the cashflow 
necessary to fund the administration of 
President Nicolas Maduro if bondholders 

successfully interrupt PDVSA's operations.  
- These risks represent a potential catalyst for 
regime change over the next 12 months or 
sooner and will determine recovery values. 
 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 

AFRICA 
 

Botswana 

Botswana's government spending to 

rise 13.6pct this year 

01-Feb-2018  
GABORONE, Feb 1 (Reuters) - Botswana will 

spend 63.3 billion pula ($6.6 billion) in the 
fiscal year beginning April 2018, a 13.5 
percent rise in government expenditure from 
the previous year, a budget bill seen by 

Reuters on Thursday showed. 

A total of 45 billion pula has been earmarked for 
recurrent expenditure with education, health, 
defence and security taking the lion’s share, 
according to the bill, which is due to be 
presented to parliament on Monday. 
Around 30 percent of the budget, or 19.3 billion 

pula, will be allocated to capital expenditure, up 
from 16 percent in the 2017/18 fiscal year. 
"It appears to be big jump in expenditure. The 
good thing is most of the increase looks to be 
allocated for development projects,” economist 
Keith Jefferis told Reuters.  
The spending figure excludes statutory 
expenditure, such as public debt and pensions 

payments, which are approved under a 

separate law. Statutory expenditure stood at 
6.98 billion pula in the 2017/18 financial year.  
According to a budget planning paper released 
by the finance ministry last October, the deficit 
is seen widening to 8 billion pula in the 

2018/2019 fiscal year leading to cumulative 

budget gap of 15 billion pula by 2020. 

 
($1 = 9.5969 pulas) 
(Writing by Joe Brock; Editing by Andrew Heavens) 
(( joe.brock@thomsonreuters.com ; +27117753142; 
Reuters Messaging: 
joe.brock.thomsonreuters@reuters.net )) 
 
 

Egypt 

Egypt sees budget deficit at 9.4 

pct/GDP in 2017-18 

30-Jan-2018  
CAIRO, Jan 30 (Reuters) - Egypt's budget 

deficit for the 2017-2018 fiscal year is 

expected to reach 9.4 percent of gross 
domestic product (GDP), up from previous 
projections of about nine percent, the deputy 
finance minister told Reuters on Tuesday.  

The rise is due to an increase in global oil prices 
and high local interest rates, Mohamed Meait 
said.  
 
(Reporting by Ehab Farouk; Writing by Nadine 
Awadalla, Editing by William Maclean) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
 
 

Foreign investment in Egypt's domestic 

debt at about $19.8 bln-Dep fin min 

tells paper  

01-Feb-2018  
CAIRO, Feb 1 (Reuters) - Foreign investment in 

Egypt's domestic debt reached $19.8 billion at 
the end of last week, Deputy Finance Minister 
Ahmed Kouchouk told local newspaper Al 
Shorouk on Thursday.  

Appetite for Egypt's domestic debt has surged 
since the country floated its currency and raised 

interest rates by 700 basis points. 
 
(Reporting by Ehab Farouk; Writing by Arwa Gaballa; 
Editing by Toby Chopra) 
(( arwa.gaballa@thomsonreuters.com ; +20 2 2578 
3290; )) 
 
 

Morocco 

Morocco's currency move a step in 

right direction  

29-Jan-2018  
•Morocco launched more flexible forex system 
2 years ago 

•Has boosted its appeal to investors -IMF's 
Azour 
•Morocco's growth prospects in 2018 positive 
-Azour 
•Among most advanced Arab states in 
liberalising economy 

By Ulf Laessing 
MARRAKECH, Morocco, Jan 29 (Reuters) - 
Morocco's new, more flexible hard currency 
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system is a step in the right direction to make 
the kingdom more attractive to investment 

and turn it into a financial hub for Africa, a 
senior IMF official said on Monday. 

Two weeks ago, Morocco launched a more 
flexible foreign exchange system under free-
market reforms recommended by the 
International Monetary Fund to protect the North 
African economy against external shocks and 

safeguard its reserves. 
"It's a reform that goes in the right direction," 
Jihad Azour, director of the IMF Middle East and 
Central Asia department, told Reuters on the 
sidelines of an economic conference in 
Marrakech in Morocco. 
"It allows Morocco to be ... more attractive for 

investors and to play its full role as regional 

financial centre, especially with the ambition of 
Morocco to service Africa in terms of financial 
services," he said. 
Rabat has said it does not plan to follow the path 
of Egypt, which opted for a full float of its 
currency in one go. 

"I think the path of their reform has been 
designed with ... our support. We were very 
much satisfied with the way they did it," Azour 
said when asked whether Morocco should 
undertake more currency reform. 
He said Rabat's abolition of most fuel subsidies 
and other market reforms had allowed Morocco 

to bolster economic growth, which was forecast 
at 4.5 percent for last year.  
Growth in 2018 will be also positive, he said. 
Morocco has forecast GDP growth to slow to 
2.8 percent this year though officials have 
said the currency move could add 0.2 percent. 
Morocco is among the most advanced Arab 
countries in liberalising its economy, he said. 
"They are on the right track. This is paying 

off." 
UNREST IN TUNISIA 
Azour also said Tunisia was also heading in 
the right direction with recent free-market 
reforms and a 2018 budget that calls for price 
and tax increases. 

It was important to improve Tunisia's business 
climate and continue reforms of the public sector 

- its public wage bill is around 15 percent of 

GDP, one of the world's highest levels. 
Some of the reforms have sparked unrest by 
young people complaining they have become 
poorer than before Tunisia's 2011 revolution as 
political turmoil and several Islamist militant 
attacks have deterred tourists and investors. 
"Any reform has its transition phase. During the 

transition phase what is important (is) to make 
sure they have the right mitigators, the right 
social programmes," Azour said. 
A reform of Tunisia's public sector and cuts to 
fuel subsidies that have benefited mainly rich 
people will free up state funds for more targeted 
social spending, he added. 

Regarding Egypt, also part of an IMF loan 
programme, Azour said the most populous Arab 
country was back on the path of growth thanks 
to a series of reforms. 
"We have moved from a path of stabilisation 

where confidence came back..., where the 

economy is growing, to (a point) now (where) 

the focus is more on structural reforms to allow 
growth to be sufficient enough to create jobs," 
he said. 
"We need to make the (Egyptian) private sector 
more comfortable in investing, put the private 
sector into the driver's seat," he said, adding 

that Egypt would benefit from a recovery of the 
U.S. and European economies. 
Asked about further fuel subsidy cuts planned by 
Cairo, he said: "The pace and sequence is 
something the government is in charge of. I 
think it is going in the right direction, especially 

if oil prices go up." 
Azour further said it was important for Gulf Arab 
countries to cut back state subsidies despite oil 

prices climbing back to $70 a barrel. 
Some countries with ample financial buffers such 
as Saudi Arabia and the United Arab Emirates 
were pursuing such reforms, he said, adding this 

was key to rechannelling funds towards private 
sector-led growth. 
 
(Reporting by Ulf Laessing; Editing by Mark Heinrich) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing)) 
 
 

Nigeria 

Nigeria sells longer term treasuries at 

higher yield to draw funds  

01-Feb-2018  
LAGOS, Feb 1 (Reuters) - Nigeria raised 252.88 

billion naira ($827 mln) at a treasury bill 
auction on Wednesday as investors piled 
demand into the higher yielding one-year 
debt, traders said on Thursday. 

The central bank sold 177.22 billion naira of 
one-year debt at a rate of 13.7 percent. It 
auctioned 6.09 billion naira of three-month debt 
at 12 percent, and 69.57 billion naira of six-

month maturity debt at 13.65 percent. Total 
subscription stood at 355.2 billion naira. 

Traders said some offshore funds participated at 
the auction, helping boost dollar liquidity on the 
currency window for investors to keep naira 
rates stable. The bank has maintained tightened 
liquidity to attract foreign buyers. 
Nigeria's debt office plans to raise $2.5 billion 
through Eurobonds in the first quarter to 
refinance a portion of its domestic treasury 
bill portfolio at lower cost. 

It repaid 198 billion naira worth of treasury bills 
in December, instead of rolling them over, to 
lower costs.  
Investors bid as high as 18.5 percent for the 

one-year paper. However, the government has 

been offering debt at lower yields to track 
declining inflation, which fell for the eleventh 
straight month in December, to 15.37 percent. 
 
($1 = 305.70 naira) 
(Reporting by Chijioke Ohuocha; Peter Graff) 
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(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

Uganda 

Parliament of the Republic of Uganda - 

Works, Energy top priorities as MPs 

debate Budget  

01-Feb-2018  
Parliament has debated the Budget 
Framework Paper (BFP) for the Financial Year 
2018/2019, with the Energy and Works 
sectors topping projections for next year's 
allocations. 

In the Majority Report presented by the Budget 
Committee Chairperson, Hon. Amos Lugoloobi 
(NRM, Ntenjeru North) , the national budget 
projections for financial year 2018/2019 
suggests minor variations from its predecessor. 
The Ministry of Works and Transport, the most 
financed sector in the current financial year at 

Ushs 4.5 trillion, tops next Financial Year's 
projections with Ushs 4.7 trillion. 
This is followed by the Ministry of Energy and 
Mineral Development, which is tentatively 
allocated Ushs 2.5 trillion from Ushs 2.3 trillion, 
the current Financial Year's allocation. 
The Ministry of Education and Sports is set to 

suffer a slight reduction from the current Ushs 

2.8 trillion to the projected Ushs 2.7 trillion. 
Domestic Revenue, on the other hand, is 
projected to rise from Ushs15.9 trillion to 
Ushs16.8 trillion. 
According to the Budget Framework Paper, 
the total resource inflow for Financial Year 

2Ol8 /19 is projected to increase from Ushs 
29 trillion in Financial Year 2Ol7/18, to Ushs 
29.2 trillion in 2018/2019. 

The BFP attributes the projected increase in the 
resource envelope to an anticipated rise in 
domestic revenue collections by the Uganda 
Revenue Authority and external financing by 
donors. 
'The increase in resource inflow is attributed 
to increase in domestic tax revenues. The 
increasing budget support may indicate that 
the donor community is slowly re-gaining 
confidence in the country's reformed financial 
management systems,' reads the Report in 
part. 

The BFP, however, faults government for 
persistent procrastination on the provision of 
Uganda's employment statistics in the BFP, a 

requirement of the Public Finance Management 
Act. 
The Committee reports that in defense of 
government, Finance Minister Matia Kasaija 
(NRM, Buyanja) said, 'the rate of employment 
and unemployment are not collected on a 

regular basis and are therefore not available.' 
On alignment of the national budget with the 
National Development Plan (NDP), the 
framework paper expresses pessimism about the 
achievement of the middle income target by 

2020. This is because the projections note a 

gross misalignment with the NDP. 

Of the 127 Ministries, Departments and 
government Agencies, only 31 have fully aligned 
their budgets to the NDP II; a key indicator of 
the nation's preparedness to achieve the much 
famed Middle Income Status in 2020. In Local 
Governments sector, only 33 out of the 157 are 

aligned to the NDP. 
The Budget Committee pressed an alarm button 
on poverty, saying the trends point to an 
upsurge in poverty especially in the rural areas. 
'The rural areas with about 76 percent of the 
population contribute 86 percent of national 

poverty. On the other hand, the urban areas 
represent 24 percent of the population and 
contribute 14 percent of national poverty,' the 

report noted.  
The rising poverty, notes the report, can only be 
reversed by balancing allocations between social 
and infrastructural development. 'To reverse the 

worsening poverty indicators; there is need to 
balance social and infrastructure spending so as 
to ensure economic growth does not leave 
anyone behind. Towards this end, the planning 
and budgeting frameworks need to learn from 
what has gone wrong and where redirection is 
required.'  

MP Margaret Baba Diri (NRM, Koboko) said 
government should equally lay emphasis on 
areas of direct social impact other than the near 
strict adherence to infrastructure.  

'I know we need infrastructure, we need roads. 
But I think we should also invest in human 

capital. We put a lot of money in roads but over 
Ushs1 trillion is going to be returned to the 
national treasury because it was unspent by 
UNRA [Uganda National Roads Authority],' said 
Baba Diri.  
Hon. Judith Alyek (NRM, Kole) said that 
community access roads should be equally 

prioritized as much as the national roads.  
'National roads are getting more money than the 
community roads. The communities are much 
more interested in the [community] roads 
because that is what their children use to go to 

school,' said Alyek.  
A Minority Report presented by MP Muhammad 

Kivumbi (DP, Butambala) said the cost of roads 
in Uganda is inflated, asking Parliament to 
keenly interest itself in the matter. 'It was also 
noted with concern that unit costs of externally 
funded roads are quite inflated as compared to 
costs in the region,' partly read the report.  

MPs Cecilia Ogwal (FDC, Dokolo) and Robert 
Centenary (FDC, Kasese Municipality) raised the 
same concerns.  
Section 9 of the Public Finance Management Act 
requires the BFP to be passed by the 1st of 
February every year. Presentation of Ministerial 
Policy Statements follow, leading to passing of 

the Budget estimates by May 31 2018 as 
required by the Public Finance Management Act.  
 
(C) Copyright 2018 - Parliament of the Republic of 
Uganda 
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Zimbabwe 

Zimbabwe to take over steelmaker's 

$500 million debt  

30-Jan-2018  
HARARE, Jan 30 (Reuters) - Zimbabwe plans to 

take on about $500 million of debt owed by 
state-owned steelmaker Zimbabwe Iron and 
Steel Company (ZISCO) to allow a new 
investor to revive the company. 

ZISCO ceased production in 2008 at the height 
of Zimbabwe's economic meltdown, but under 

the Zimbabwe Iron and Steel Company Debt 
Assumption Bill published on Tuesday President 
Emmerson Mnangagwa's government would 

assume all the company's debts and issue 
instruments such as treasury bills to pay 
creditors. 
The government said in August that China's R&F 

plans to invest up to $2 billion to revive ZISCO 
operations. 
The bill, which will be debated in parliament 
next month, stipulates that creditors cannot 
take legal action against ZISCO to recover 
their money. 

A breakdown of ZISCO's debt shows that it owes 
$212 million in external loans, $60 million in 

domestic loans and $219 million to domestic 
suppliers among other creditors. 
ZISCO has been a subject of foreign investor 

interest in the past. Essar Africa Holdings, a unit 
of India's Essar Group, agreed to invest in 
ZISCO in 2011 but the deal collapsed. 
Mnangagwa, who came to power in November 

after a defacto army coup forced Robert Mugabe 
to resign, is on a drive to attract foreign 
investment to the country. 
 
(Reporting by MacDonald Dzirutwe; Editing by David 
Goodman) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
 

OCEANIA 
 

Fiji 

Reserve Bank of Fiji - Economic Review 

- January 2018  

31-Jan-2018  
Month Ended January 2018  
According to the International Monetary Fund 
's January World Economic Outlook update, 
global growth for 2017 is estimated at 3.7 
percent, higher than the 3.2 percent growth 
recorded in 2016, on account of better-than-

expected third quarter performances in 
several advanced economies such as 
Germany, Japan, South Korea and the United 
States (US) as well as some emerging and 

developing economies including China. In 

2018, the global economy is projected to 

accelerate further by 3.9 percent, supported by 

an improved outlook for advanced economies. 
Additionally, the US tax policy reform 1 is 
anticipated to enhance global output via 
temporary improvements in the US domestic 
growth combined with favourable demand spill 
overs for its trading partners. Nonetheless, 

risks to the global growth are broadly 
balanced in the near term and skewed to the 
downside in the medium term as threats 
remain from higher inflationary pressures, 
build-up of financial vulnerabilities and the 
tightening of global financing terms.  

Commodity prices revealed mixed outcomes in 
January. Oil prices continued to surge led by 
higher global demand. Similarly, gold prices rose 

after the US dollar weakened and raised the 
demand for the precious metal as a safe haven 
asset. However, sugar prices dropped due to 
increased supply from major producers such as 
India and Thailand. The FAO 2 food price index 
fell in December, owing to the decline in prices 
of dairy, vegetable oils and sugar.  
On the domestic front, sectoral performances 
were mixed but generally positive in 2017. 
Visitor arrivals increased by 6.4 percent, 
reaching a new record high of 842,844 visitors in 
2017, mainly due to higher tourist arrivals from 
New Zealand and the US. Likewise, electricity 
production rose while  

1 The recent changes to US tax policy by the 

Trump administration mainly involve cuts to 
corporate income tax which is expected to 
attract investments and boost economic activity 
both in the US and globally.  
2 Food and Agriculture Organisation.  
timber and gold production fell last year. 

However, these sectors are expected to rebound 
in 2018.  
Consumption activity stayed firm in 2017 as 
suggested by various partial indicators. This is 
mainly due to favourable monetary and labour 
market conditions and higher disposable 

incomes. New lending for consumption purposes 
rose annually in 2017, mainly due to higher 

disbursements to the wholesale, retail, hotel & 

restaurants sector.  
Investment activity remained upbeat throughout 
2017 as illustrated by partial indicators. New 
lending by commercial banks for investment 
purposes rose on an annual basis in 2017, 
backed by growth in the real estate and building 

& construction sectors. In the same period, 
domestic cement sales rose at a slower pace and 
is expected to improve in the months ahead. 
Ongoing and new private sector projects, 
rehabilitation works post TC Winston and 
increased capital expenditure in the financial 
year 2017-18 National Budget are expected to 

support the 8.7 percent growth forecast for 
construction activity in 2018.  

Labour market conditions remained favourable 
in 2017. The RBF's Job Advertisement Survey 
revealed an annual increase of 7.8 percent in the 
number of vacant positions advertised in 2017. 

Higher recruitment intentions were noted from 



 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  24 

the wholesale & retail trade & restaurants & 

hotels; community, social & personal services; 

transport, storage & communication and 
construction sectors. This was supported by the 
decline in unemployment rate as revealed by the 
recent census results. Going forward, 
employment prospects remain largely positive 
and are expected to be supported by the 

positive growth momentum.  
Monetary conditions remained accommodative 
in 2017 as credit continued to grow. Domestic 
credit rose by 5.8 percent largely led by the 
growth in private sector credit which 

expanded by 9.1 percent. This reflected the rise 
in both commercial banks' new and outstanding 
annual lending in 2017, which increased by 9.6 

percent and 8.4 percent, respectively. Lower 

interest rates continue to support credit growth. 
On an annual basis, both the commercial banks 
outstanding lending rate (5.65%) and the new 
lending rate (5.84%) fell. In terms of funding 
costs, the outstanding time deposit rate (3.21%) 
rose while the new time deposit rate (2.65%) 

fell relative to the same period last year.  
Excess liquidity measured by bank demand 
deposits fell over the month in December 
2017 by 12.1 percent ($83.4m) to $606.0 
million, due to a decline in foreign reserves 
($38.2m) coupled with increases to statutory 
reserves deposits ($1.7m) and currency in 

circulation ($40.3m). Currently (30 January), 
liquidity remains high at $561.6 million.  

The Fiji dollar rose over the month in December 
2017 against the Yen (2.4%), the US dollar 
(1.5%) and the Euro (0.6%), but depreciated 
against the Australian (-1.4%) and the New 
Zealand (-1.3%) dollars. Following this, the 
Nominal Effective Exchange Rate (NEER) 3 index 
remained unchanged over the month indicating 

that the Fiji dollar remained firm against its 
major trading partner currencies. The Real 
Effective Exchange Rate (REER) 4 however rose 
over the month (1.3%), indicating higher price 
differentials between Fiji and its major trading 
partner countries, as domestic inflation (2.8%) 

remained above the trading partners inflation 
(1.9%) in December.  

The merchandise trade deficit (excluding 
aircraft) narrowed by 2.2 percent to $2,261.4 
million in the year to October, 2017. Total 
exports (excluding  
3 The NEER is the sum of the indices of each 

trading partner country's currency against the 
Fiji dollar, adjusted by their respective weights 
in the basket. This index measures the overall 
movement of the Fiji dollar against the basket of 
currencies. An increase in this index indicates a 
slight appreciation of the Fiji dollar against the 
basket of currencies and vice versa.  

4 The REER index is the sum of each component 
of the NEER index, adjusted by the relative price 

differential between Fiji and each of Fiji's major 
trading partners. The index measures the 
competitiveness of the Fiji dollar against the 
basket of currencies. A decline in the REER index 

indicates an improvement in Fiji's international 
competitiveness.  

aircraft) rose by 8.6 percent led by the increase 

in exports of sugar, molasses, mineral water and 

re-exports which more-than-offset the decrease 
in the exports of timber and fish. Total imports 
(excluding aircraft) grew by 2.2 percent from an 
increase of 4.7 percent in the same period in 
2016. The outturn was driven by increased 
imports of mineral fuels and miscellaneous 

manufactured articles which more-than-offset 
the lower imports of machinery & transport 
equipment and crude materials.  
Inflation was 2.8 percent in December 2017, 
slightly higher than the 2.6 percent recorded 
in the previous month and the forecast of 2.5 

percent for 2017. Higher yaqona and tobacco 
prices persisted throughout the year and are 

likely to continue in the months ahead. While 

inflation in the near term is expected to be 
domestically driven, any sharp increase in oil 
and food prices as well as adverse weather 
conditions such as the recent flooding in the 
West could put further upward pressure on 

prices.  
The external sector was stable in 2017 and 
foreign reserves increased over the year by 
$351.6 million to $2,272.8 million at the end 
of 2017, sufficient to cover 5.4 months of 

retained imports. Currently (31 January), 
foreign reserves stand at $2,181.6 million, 
sufficient to cover 5.0 months of retained 
imports of goods and non-factor services.  

In light of the latest global and domestic 

economic developments and with no immediate 
risks to the twin monetary objectives outlook, 
the Reserve Bank maintained the Overnight 
Policy Rate at 0.5 percent in January.  
       
(C) Copyright 2018 - Reserve Bank of Fiji 
 

GLOBAL 

 

Middle Eastern countries must broaden 

tax bases 

30-Jan-2018  

MARRAKECH, Morocco, Jan 30 (Reuters) - 
Middle Eastern countries should pursue fiscal 
policies to support growth and build broader 
tax bases to fund infrastructure projects and 

social spending, the head of the International 
Monetary Fund said on Tuesday. 

"A key priority is building broader and more 
equitable tax bases. All must pay their fair 
share, while the poor must be protected," IMF 
Managing Director Christine Lagarde told an 
economic conference in Marrakech, Morocco, 

organized by the Washington-based fund and 
the kingdom. 
That would allow them to spend more on social 
safety nets, health and education services than 

the current 11 percent of gross domestic product 
in the region. 
"Fiscal policy can and must be redesigned to 
support inclusive growth in the region," 

Lagarde said. 

More efforts were also needed to support the 
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private sector, she said. The state, the dominant 

employer in many Arab countries with their 

young populations, can no longer hire 
newcomers to the labour market. 
"This, too, can help make room for high-return 
social and infrastructure outlays," Largarde said, 
adding that better access to finance, a more 
favorable business environment and fewer 

barriers such as red tape were necessary.  
"Protracted regional conflicts, low commodity 
prices, weak productivity and poor governance 
have held back the considerable potential of the 
region," the final statement issued by IMF and 
two other international bodies said. 

"Growth has not been strong enough to reduce 
unemployment significantly and a staggering 25 
percent of young people are jobless," it added. 

 
(Reporting by Ulf Laessing,; editing by Larry King) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing)) 
 
 

Emerging market inflows at 7-mth high 

of $30 bln in Jan  

01-Feb-2018  
LONDON, Feb 1 (Reuters) - Foreign investors 

poured $30 billion into emerging markets in 
January, a seven-month high and the best 
start to a year since 2015, according to data 

from the Institute of International Finance 
(IIF). 
Over half this amount went into fixed income, 
the IIF said in a note sent to clients late on 
Wednesday. It said investors had injected 
$16.5 billion into emerging debt markets and 
$13.5 billion into emerging equities, the latter 
an 18-month high.  

"Strong demand for U.S. dollar-funded carry 
trades, still attractive EM valuations and still-

abundant global liquidity have been supportive 
for EM portfolio flows, though market turbulence 
late in the month prompted some pullback," the 
IIF, one of the more authoritative trackers of 
global capital flows, said.  
Emerging Asia attracted $19.9 billion and Latin 

America $7.3 billion.  

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