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ASIA 
  

China 

China's tax cuts hit local govt coffers, 

may undermine stimulus  

01-Aug-2019  
BEIJING, Aug 1 (Reuters) - China's $300 billion 

in tax cuts aimed at stimulating its slowing 
economy are starting to hurt the revenues of 
debt-ridden provincial governments, with 
poor western regions suffering the most from 

squeezed budgets, a Reuters analysis showed.  

Increased fiscal strains on provinces and 

municipalities will likely hamper their ability to 
implement infrastructure projects, in turn 
affecting local businesses and jobs and 
ultimately clouding Beijing's efforts to support 

the broader economy after growth slowed to 
nearly three decade lows. 
China rolled out billions of dollars in tax cuts, 

new construction spending and a slightly higher 
target for the budget deficit to GDP ratio - to 
2.8% from 2.6% - as economic risks grew from 
a slowdown in domestic demand and a trade war 
with the United States.  
Of the 22 provinces and municipalities that have 

published fiscal revenues for the first half, 10 
reported a slowdown in revenue growth from a 
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year earlier while seven showed a rare drop, 

according to official provincial data compiled by 
Reuters. 
"The economic slowdown and tax cuts are the 

main factors behind the pressure on local 
governments," said Jia Kang, head of the China 
Academy of New Supply-side Economics, a 
Beijing-based think tank. 
"The budget deficit ratio (for the central 
government) for this year is 2.8%, and we 
need to see whether it needs to be raised a bit 
next year," said Jia, former head of research 
at the finance ministry.  

Western regions were the hardest hit, with 
revenues in Chongqing, a sprawling municipality 
in southwestern China, dipping 7.8%, followed 
by a 5.4% drop in the province of Guizhou and 

3.7% fall in Qinghai. 
Chongqing is embarking on a 53.5 billion yuan 
($7.8 billion) railway project linking it with the 
southern city of Xiamen 265 km away. Guizhou 

also has plans for a high-speed railway to 
connect all of its cities with the provincial capital 

of Guiyang. Qinghai wants to expand an airport.  
Gansu, a poor northwestern province with a 
similar plan for an airport expansion, posted a 
2% decline in fiscal revenue. If it weren't for the 
tax cuts, fiscal revenue could have risen 4.3%, 
according to the local government.  
In the first half of last year, Qinghai, Guizhou 

and Gansu all reported double-digit revenue 
gains. 
Most western provinces remain under-
developed, despite more fund transfers from the 
central government and benefits from a strategic 
push to develop the region. 
DEBT BURDENS 
Analysts said effects from stimulus measures 
have been slow, unlike the 2008/09 global 
financial crisis, as some cash-strapped 
governments are deploying tax revenues to 
repay debt. 

Local governments have total debt of 20.55 
trillion yuan as of the end of June, as well as an 
unknown amount of "hidden debt" racked up 

from a spending binge since the financial crisis. 
"Debt repayment is a very important task, while 
infrastructure spending has to come in second. 
We still owe a lot of money," said a local 
government official in eastern China who 
declined to be named.  
Finance ministry data show nationwide tax 

revenue rose just 0.9% in the first half from a 
year earlier, while non-tax revenue such as from 
sales of state assets and profits paid by state-
owned firms jumped 21.4%.  

The lack of sufficient funds has spurred local 
governments to dispose of their idle assets such 
as factories and land, as well as claw back 

unused funds from the previous year's budget, 
financial magazine Caixin reported. 
Many provincial governments have sounded 
alarm bells about their deteriorating fiscal 
positions, with some saying they face difficulty 
guaranteeing social security payments and 

education expenditures.  
NO QUICK BOOST  

Among the 25 provinces and municipalities that 

have released economic growth figures, as many 
as 20 saw slowing growth in the first half of 
2019 compared to the first quarter. 

Northwestern provinces were among the worst 
performers.  
China's economic growth slowed to 6.2% in 
the second quarter, its weakest pace in at 
least 27 years, prompting Beijing to 

implement support measures to bolster 
growth. 

Economic data for June showed recent growth-
boosting efforts may be starting to have an 
effect, although analysts caution against 
optimism that the worst is over. 
"We haven't seen a recovery in infrastructure 
investment, which is related to the debt 

pressure of local governments – they don't have 
money to step up investment," said Tang 
Jianwei, senior economist at Bank of 
Communications in Shanghai. 

Analysts believe local government may be 
allowed to issue more bonds in the fourth 

quarter if growth falters. 
Finance ministry officials have also pledged to 
step up fund transfers for hard-pressed regions, 
and Jia from the think tank expects it will be 
sizeable: "The strength of payment transfers will 
be relatively big for the western region." 
 
($1 = 6.8840 Chinese yuan) 
(Additional reporting by Beijing newsroom; Editing by 
Jacqueline Wong) 
((yifan.qiu@thomsonreuters.com; 86-10-66271289)) 
(c) Copyright Thomson Reuters 2019. 

 
 

Hong Kong 

Fitch Ratings: Hong Kong Protests 

Highlight Economic, Governance Risks  

30-Jul-2019  
Fitch Ratings-Hong Kong/London-July 29: 
Disruptions to economic activity from 
recurring protests in Hong Kong present a 
downside risk to our GDP growth forecasts, 
but are unlikely to undermine the territory's 

considerable financial buffers in the near 

term, Fitch Ratings says. However, the unrest 
and apparent rising distrust in government runs 
the risk of damaging business confidence and 
eroding the quality and effectiveness of 
governance, which supports Hong Kong's three-
notch positive sovereign rating differential with 

mainland China. 

Large demonstrations have been held regularly 
since early June, inspired initially against an 
extradition bill that would have provided for the 
transfer of suspects to mainland China and other 
jurisdictions with which Hong Kong does not 
already have an extradition treaty. The 

demonstrations escalated in the brief occupation 
of the Legislative Council by activists on 1 July. 
Since then, protests have been increasingly 
marked by violence and clashes with the police. 
The extradition bill was suspended on 15 June in 
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response to the public outcry. Nevertheless, 

protests have continued featuring diverse 
groups, with widening demands that include the 
bill's formal withdrawal, retraction of the 

government's initial characterisation of the 
protests as "riots", and the unconditional release 
of arrested protestors. Some factions are 
reigniting long-standing calls for deeper 

institutional changes, such as the 
implementation of universal suffrage. 
The breadth of demands underscores the steady 
rise in social and political divisions in recent 
years, emanating from rising living costs, 
economic inequality and, above all, deep-seated 

apprehension over the perceived erosion of 
autonomy under "one country, two systems". 
Growing discontent with the heavy-handed 
police response, public backlashes, and the 
government's seeming inability to address the 
public's concerns could cause long-lasting 
damage to business confidence. More broadly, 

the ongoing sensitivity of the relationship has 
likely heightened the risk of policy paralysis on 
economic integration initiatives with the 
mainland, such as the Greater Bay Area 
development plan. 
We affirmed Hong Kong's 'AA+' rating on 11 
June. The affirmation reflected our view that 
any disruption from the protests, which had 

just begun, would not be sufficient to alter the 
territory's fundamental credit strengths, 
which include exceptionally strong public and 
external finances, high income levels, and a 

resilient and flexible economy. These 
significant buffers and credit strengths are also 
reflected in the Stable Outlook on the rating. 
Nevertheless, some of the assumptions 

underpinning the rating are currently being 
tested, including the effectiveness of the 

territory's governance and its rule of law. 
Fitch has long viewed Hong Kong's ongoing 
integration with mainland China as the 
territory's primary rating sensitivity. Hong 
Kong's three-notch positive rating differential 

rests on the assumption that the territory's 
governance standards, rule of law, policy 
framework, and business and regulatory 
environments remain distinct from those of 
mainland China (A+/Stable). While further 
integration should enhance economic 
opportunities by removing supply-side 

constraints, it will also inevitably further entwine 
Hong Kong and mainland China's institutional 
and regulatory frameworks. On this basis their 
respective sovereign ratings should gradually 
converge over time. 
An additional factor that could affect our 
credit assessment would be the international 

response to recent events, such as the 
possible termination of the US-Hong Kong 

Policy Act. Passed by the US Congress in 1992, 
the Act permits the US to treat Hong Kong as a 
separate customs regime from China based on 
the understanding that the latter would enjoy a 
high degree of autonomy following its handover 
to China in 1997. While near-term termination of 

the Act appears unlikely, newly proposed 

legislation in the US Congress would require an 

annual certification of Hong Kong's autonomy. 
This underscores the potential for current 
tensions to erode international perceptions of 

Hong Kong as a stable business hub that enjoys 
a distinct economic and political environment 
from that of the mainland. 
Hong Kong's World Bank Governance Indicators, 

which form a key input into Fitch's Sovereign 
Rating Model, have been broadly unchanged in 
recent years. But evidence of a permanent loss 
of confidence in public institutions or tangible 
reduction of the territory's semi-autonomy as 
granted under the Basic Law, would also be 

grounds to review the ratings. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Yee Man Ko, 
Hong Kong, Tel: +852 2263 9953, Email: 
alanis.ko@thefitchgroup.com; Leslie Tan, Singapore, 
Tel: +65 6796 7234, Email: 
leslie.tan@thefitchgroup.com; Wai-Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 
 

India 

Worries over sovereign bonds push 

yields up  

29-Jul-2019  
MUMBAI: Uncertainty over the sale of 

sovereign bonds overseas for the first time is 
causing yields to harden unexpectedly in 
India, where most market participants still 
believe rates would remain benign to help 
underpin economic growth. 

"An element of uncertainty over sovereign bond 
sale overseas has spooked traders, " said Vijay 
Sharma, head of fixed-income at PNB Gilts, a 
Delhi-based bond house. "This, combined with 

fewer likely rate cuts, is pushing up yields and 
causing bond investors to recalibrate their 
positions." 
The benchmark gauge jumped 22 basis points 
(bps) in the past seven working days amid 
moderation in interest rate sentiment. A basis 
point is 0.01 percentage point. 

It closed at 6.53 per cent Friday versus 6.31 per 
cent on July 17. Bond yields rise when prices 
fall. 
High market yields could well be an obstacle 
in lowering borrowing costs when the Reserve 
Bank of India (RBI) is slashing the policy rate 
in a cycle of easing that began last year. 

"Nonetheless, a rising yield trajectory would 

again nullify any efforts toward rate cut 
transmissions to the real sector lendings, " said 
Sharma. 
More than a week ago, RBI governor 
Shaktikanta Das had told ET that the Monetary 
Policy Committee had changed its stance to 
"accommodative and already cut policy rates by 

75 basis points." 
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Market participants now expect a quarter point 

cut instead of a further 50 bps reduction in 
rates. The government proposed raising $10 
billion in sovereign paper sales overseas for the 

first time. This is expected to cut domestic 
issuances, a move that will increase demand, 
sending yields lower. 
But investors now have their doubts. Many 

dissenting voices - oth from experts and 
politicians - have emerged since the proposal 
was made. The exit of Finance and Economic 
Affairs Secretary Subhash Chandra Garg, despite 
his claims to the contrary, was initially linked in 
part to the proposal. 

"The series of events has left bond traders 
sceptical," said Naveen Singh, head of trading at 
ICICI Securities PD. "Unless there is enough 

evidence of more rate cuts in the policy, the 
benchmark yield is unlikely to go down even 
with a rate reduction in August. Also, traders 
may not take fresh bets until there is better 
visibility on overseas sovereign bond sales." 

Worries Over Sovereign Bonds 

Bond traders expect benchmark yields to be 
range bound - 6.40-6.60 per cent. 
The Monetary Policy Committee at the Reserve 
Bank of India will announce its bi-monthly policy 
on August 7. 
"RBI's narrative will be as important as any rate 
cut in the forthcoming policy, " Singh said. 

Gsec trading volumes have more than halved 
between July 17 and July 26. 
Short-term traders exited positions booking 
profits, and long-term investors bought with the 
intention to hold the instruments until 
maturities. 
"Yields had come down sharply, creating 

opportunities for profit booking, " said Sandeep 
Bagla from Trust Capital. 

"In the absence of clarity on sovereign bond 
issue and transfer of RBI's surplus capital, the 
market is now turning apprehensive of additional 
paper supplies, " Bagla added. 

The Bimal Jalan panel, set up to review the 
economic capital framework of the central bank, 
chose to recommend the transfer of surplus 
reserves to the government in a staggered 
manner over a three-to-five year period. 
 
For Reprint Rights: timescontent.com 
Copyright (c) 2019 BENNETT, COLEMAN & CO.LTD. 
©Thomson Reuters 2019. All rights reserved.  
 
 

India bond yields fall as finmin backs 

rate cuts, reaffirms foreign bond issue 

plan  

29-Jul-2019  
By Swati Bhat 
MUMBAI, July 29 (Reuters) - Indian bond yields 

dropped sharply on Monday after the finance 
minister said the government won't change its 
plan to issue sovereign bonds and that she 
hopes the Reserve Bank of India makes more 
rate cuts. 

"I'll honestly wish (for a) rate cut ... and yes, a 

significant rate cut would do a lot of good for the 

country," Nirmala Sitharaman told newspaper 
Economic Times in an interview published on 
Monday. 

"I am conscious that the RBI has taken a very 
accommodative posture and done nearly...75 
basis points (rate cuts). We will now have to 
look at that route with a lot more hope. The 

industry also feels there is space for it," she 
added. 
India's benchmark 10-year bond yield fell as 
much as 11 bps to 6.42% on Sitharaman's 
comments. 
Bond yields had risen sharply last week on news 

reports that the Prime Minister's office (PMO) 
was reassessing the idea of issuing foreign 
currency overseas sovereign bonds. 
The PMO asked the finance ministry to seek 
wider consultation from stakeholders before 
proceeding with any plans, two sources with 
knowledge of the development told Reuters on 

Thursday. 
The Economic times quoted Sitharaman as 
saying "I am not doing any review. I have not 
been asked by anybody to do a review."  
Growth in Asia's third-largest economy is 
languishing at more than four-year lows but 
analysts remain split on whether larger rate 
cuts or more fiscal stimulus are the way to 
help boost it. 

The RBI should wait for previous cuts to take 
effect and to see the monsoon's impact on crop 
prices "before considering for any rate change," 
said Arun Singh, chief economist at Dun and 
Bradstreet India. 
In recent interviews, RBI Governor Shaktikanta 
Das has highlighted the lack of transmission and 

said future cuts depend on data points, 
particularly inflation. 

Ahead of an Aug. 7 monetary policy committee 
decision, Indian markets are pricing in another 
quarter-point cut in the repo rate. 
 
(Reporting by Swati Bhat; Editing by Richard Borsuk) 
((swati.bhat@thomsonreuters.com; 
twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Foreign currency overseas sovereign 

bonds: All you should know  

29-Jul-2019  
Finance Minister Nirmala Sitharaman in 
Budget 2019-20 announced that the 
government would start raising a part of its 
gross borrowing programme from external 

markets in foreign currencies. She added that 
India's sovereign external debt-to-GDP level is 
among the lowest globally at less than 5 per 
cent. 

The idea, however, has been criticised by many 
including economists and allies of the ruling BJP 
alike, as they argued that it could create long-
term economic risks by exposing the 
government's liabilities to currency fluctuations. 
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Even Swadeshi Jagran Manch (SJM), the 

economic wing of the RSS, has opposed the idea 
of issuance of sovereign bonds overseas. 
The government intends to mobilise about Rs 

70,000 crore through this route as part of 
diversification of government's resource 
mobilisation and leaving more funds for the 
private sector. 

Listen to podcast for more. 
 
Copyright (c) 2019 Business Standard Ltd. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Sovereign bonds & credit ratings  

30-Jul-2019  
The announcement in the latest Budget of the 
central government’s intention to borrow $10 
billion from international capital markets 
through sovereign bonds was a startling 

revelation. Such off-shore bond issuance would 

purportedly be in lieu of domestic borrowings. To 
that extent it would lead to less crowding out of 
non-government borrowers from domestic 

financial markets. A number of commentaries 
have appeared in the media including one on 
July 26 indicating that perhaps the Prime 
Minister’s Office is opposed to this Ministry of 
Finance (MoF) proposal to issue sovereign hard 
currency bonds. 
According to some media reports, it was 

lobbying by investment banks which convinced 
MoF to take this decision. Investment bankers 
have lobbied with MoF officials in the past to 
issue such bonds. I can confirm this from my 
personal experience as joint secretary (capital 
markets) in the Department of Economic Affairs 

in 1999. At that time there was concern about 

shortage of hard currency in the run up to 
potential Y2K problems. The arguments against 

government issuance of hard currency bonds 
prevailed on the grounds that it may become 
a habit and could lead to a sovereign debt 

crisis. The MoF finally decided to authorise State 
Bank of India to issue five year India Millennium 

Deposits (IMDs) amounting to $5 billion. The all-
in-cost of those hard currency deposits 
marketed to NRIs was about 100 basis points 
more than the proposed sovereign bonds of the 
same maturity. 
The logic put out by current proponents of 
sovereign hard currency bonds is that given the 

ultra-low interest rates in hard currencies, the 
government should be able to issue bonds 
amounting to $10 billion at maturities of up to 
30 years at low interest rates. A better 

benchmark to assess whether India’s cost of 
borrowing abroad would be low would be the 

spread to a floating rate index such as six month 
LIBOR not absolute rates of interest. Although 
$10 billion of debt should be relatively easy to 
access from international markets, it is less 
obvious that foreign creditors would be willing to 
provide 30-year money. And, interest rates on 
government bonds trading in domestic markets 

would go up if spreads on proposed sovereign 

bonds were to rise with respect to bonds issued 

by developed countries. 
At the end June 2019, the RBI’s foreign 
exchange (FX) reserves amounted to about $422 

billion. This is around 15 per cent of GDP way 
below the 26 per cent of GDP level of FX 
reserves in 2007-08. India’s total hard currency 
debt as of end March 2019 was $543 billion of 

which $235.7 billion, debt with residual maturity 
of one year and due for repayment by end March 
2020, amounts to 56 per cent of FX reserves. 
Such a high proportion of short-term debt 
highlights India’s vulnerability to any protracted 
reduction in FX inflows. This risk metric needs to 

be kept in mind when considering the issuance 
of sovereign hard currency bonds. 
Multilateral development financial institutions 
such as IBRD and IFC and Indian sub-sovereigns 
such as NTPC and HDFC Bank have issued rupee 
masala bonds to investors based outside India. 
Foreign investors in such bonds are prepared to 

take the currency risk of investing in Indian 
rupee denominated bonds. The Indian 

sovereign could access this market to borrow 
rupees from international investors rather 
than taking the foreign exchange risk of 

issuing hard currency bonds. On the downside, 
masala rupee bonds could reduce investments in 
Indian government debt which comes via foreign 

portfolio investors (FPIs). Further, the interest 
rates on masala rupee bonds may need to be 
higher than on government’s domestically issued 
bonds for the same maturities. Foreign investors 
would probably want masala bonds to be traded 
in secondary markets much in the same way as 
government bonds are traded domestically. Lead 

managers of masala bonds would need to 
include the cost for making secondary markets 

raising the cost of issuing such bonds. 
The rupee is currently hugely overvalued. 
Bringing in hard currency through sovereign 
bonds would be a net addition since this route 

has not been used in the past. At the margin 
this would exacerbate rupee appreciation. The 

current overvaluation of the rupee is mostly a 
reflection of India’s need to access foreign 
capital to make up for inadequate domestic 
savings. Consequently, some may argue that the 
only way to reduce rupee overvaluation is by 
compressing consumption and investment and 

that may not be feasible or appropriate. 
Another way to correct rupee overvaluation is to 
gradually relax controls on capital account 
convertibility. If the government decides it can 
borrow from international sources using 
sovereign bonds, the country should be able to 

reduce controls on the capital account. An 

objective yardstick would be a higher sovereign 
credit rating. The major rating agencies such as 
Standard & Poor’s and Moody’s are at arms-
length from the Indian government even if they 
were not with respect to US financial institutions 
prior to the financial sector meltdown of 2008. 
The point repeatedly stressed by several 

commentators is that if sovereign bonds are 
issued in limited quantities there is no danger of 
a hard currency debt crisis at a later date. Dr 
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Y.V. Reddy, former RBI governor, has suggested 

in a recent column that issuance of sovereign 
hard currency bonds could be linked to steps 
towards capital account convertibility. This is an 

eminently practical and technically appropriate 
suggestion. $10 billion is neither here nor there 
in terms of the amounts required to recapitalise 
public sector banks or fund pending 

infrastructure projects. In this context, the MoF 
should provide a white paper to Parliament on 
where the country is in its glide path towards 
greater capital account convertibility. 
Standard & Poor’s current sovereign rating for 
India is triple BBB minus. To conclude, any 

future decision to issue sovereign bonds should 
be linked to an improvement in the India’s credit 
rating to single A along with further opening up 
of the capital account. 
 
Copyright (c) 2019 Business Standard Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia may let budget deficit widen 

for higher spending, tax cut  

29-Jul-2019  
By Gayatri Suroyo and Maikel Jefriando 
JAKARTA, July 29 (Reuters) - Indonesia will be 

open to letting its budget deficit widen in the 
medium term if needed to meet its 
commitments for infrastructure and other 
priority spending while cutting the corporate 
tax rate, a senior finance ministry official said. 

President Joko Widodo, who will begin a second 

five-year term in October after being re-elected, 

has pledged to trim corporate tax rate to 20% 
from 25%, starting in 2021.  
But he also promised faster infrastructure 
development, and the planning ministry has said 
$460 billion in infrastructure investment is 
needed in the next five years. 

Suahasil Nazara, who leads the finance 
ministry's fiscal policy department, said his office 
has finalised a draft for the bill backing the 
planned tax cut and is finishing a study on its 
impact on state revenue. 
Whatever the impact of the cut, the 
government may allow for a wider fiscal 

deficit, rather than reduce spending on 
infrastructure or education, Nazara said. 

"If (the deficit) is needed because we are sure 
we want to build many infrastructure projects, 
and we can be efficient, optimal and those are 

what we really need, then we're fine with it," 
Nazara told Reuters. 
However, Nazara said the government will seek 

to control the gap in its primary budget balance, 
reflecting that before interest payments, by 
increasing efficiency of other spending.  
By law, Indonesia's budget deficit cannot exceed 
3% of gross domestic product. 
The finance ministry's latest estimate for this 
year's gap is 1.93%, wider than the 1.2% 

Widodo had targeted at the start of his first 

term. 

Nazara said the government aimed to keep 
2020's deficit to 1.6%-1.7% of GDP.  
Over the next five years, the government aims 

for a deficit within 2.0-2.2%, according to a 
medium-term policy proposal by planning 
ministry.  
The ministry document also projected up to a 

3,542.1 trillion rupiah ($252.74 billion) budget 
at the end of Widodo's second term, 
representing up to 10% growth each year in the 
next five years. 
Indonesia's ratio of tax collection to GDP is 
expected to be 11.7-12% over the next five 

years, according to the document. 
The government says the 2018 ratio was 10.3%. 
The Organisation for Economic Cooperation and 
Development (OECD) says Indonesia has the 
lower ratio in Asia-Pacific. 
 
($1 = 14,015 rupiah) 
(Reporting by Gayatri Suroyo and Maikel Jefriando; 
Editing by Ed Davies and Richard Borsuk) 
((gayatri.suroyo@thomsonreuters.com; 
+622129927609; Reuters Messaging: 

gayatri.suroyo.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia raises 21.45 trillion rupiah 

from debt auction, above target  

30-Jul-2019  

JAKARTA, July 30 (Reuters) -  
• Indonesia raised 21.45 trillion rupiah 

($1.53 billion) in a bond auction on Tuesday, 
higher than the indicative target of 15 trillion 
rupiah, the Finance Ministry's financing and 
risk management office said. 

• The weighted average yields of the 

bonds were higher than yields of comparable 
bonds in the previous auction on July 16. 

• Total incoming bids at Tuesday's auction 
were 43.27 trillion rupiah, lower than the 
previous auction. 
 
($1 = 14,015.0000 rupiah) 
(Reporting by Tabita Diela; Editing by Shounak 
Dasgupta) 
((tabita.diela@thomsonreuters.com; 
+622129927621)) 
(c) Copyright Thomson Reuters 2019.  
©Thomson Reuters 2019. All rights reserved. 
 
 

Iraq 

Moody's Affirms the Government of 

Iraq's Long-Term Issuer and Senior 

Unsecured Ratings at CAA1   

30-Jul-2019  
July 30 (Reuters) -  
Moody's says affirmed the government of 
Iraq's long-term issuer and senior unsecured 
ratings at CAA1 and maintained the stable 
outlook. 

Moody's says decision to affirm Iraq's CAA1 
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ratings reflects credit challenges posed by very 

weak institutions and governance. 
Moody's says Iraq's stable outlook reflects 
potential economic and fiscal upside from 

government's plans to increase oil production in 
the medium term. 
Moody's says Iraq's caa1 rating also captures 
Iraq's inherently very high level of political risk. 

Moody's says Iraq has made little progress on 
structural and legislative reforms that would 
meaningfully strengthen its institutional 
framework. 
Moody's says Iraq's stable outlook takes into 
account near-term constraints from Iraq's 

commitment to comply with oil output cuts 
agreed by OPEC. 
Moody's says expects that Iraq's fiscal and 
external position will remain highly vulnerable to 
potential oil price declines. 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. Click For 
Restrictions - 
https://agency.reuters.com/en/copyright.html 
 
 

Israel 

Israel sells 7-year bonds via private 

placement  

31-Jul-2019  
TOKYO, July 31 (IFR) - Israel said Monday it 

made a private offering of ¥15bn (US$140m) 
seven-year bonds to a Japanese investor. 

This is the sovereign's first yen issue since 2001, 
when it sold a ¥20bn 30-year non-call five, 
according to Refinitiv data. The sovereign also 

sold ¥20bn of 10-year Samurai bonds in 1997, 
the data also shows. 
The statement said the issue was made after 
investor meetings in Tokyo last month as part of 
its strategy to expand the investor base in Asia 
and Japan in particular, and that it is the first 

investment in Israeli government debt for the 
investor. 
The issue, led by Goldman Sachs, has a fixed 
coupon of 0.15%.  
 
(Reporting by Takahiro Okamoto; Editing by David 
Holland) 
((Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Returns from Malaysian bonds and 

sukuk still attractive  

27-Jul-2019  
Malaysias bonds and sukuk remain attractive 
for investors looking for value, says Bond 
Pricing Agency Malaysia (BPAM). 

Its chief executive officer Meor Amri Meor Ayob 
said returns from Malaysian bonds and sukuk 
remained positive compared with some other 

countries which made it a better choice in terms 

of profit maximisation. 
When we look at the value, the net returns of 
our various bonds year-to-date are ranging from 

4.95% to 5.21%, higher against the inflation 
rate, and remain positive compared to some 
other countries with zero or negative returns. 
We are looking at profit maximisation without 

taking into consideration of the foreign exchange 
or political issues. Returns wise, Malaysias bonds 
remain profitable, he told reporters at the launch 
Malaysias first Environmental, Social and 
Governance (ESG) Bond Index Series, here 
yesterday. 
Meor Amri said Malaysias bonds performance 
in the first half of this year was also seen as 
quite bullish and the sentiment was 
sustainable as long as global central markets 
were dovish due to the prolong US-Sino trade 
dispute and Brexit plans under the new British 
premier Boris Johnson. 

He also noted that foreign holdings in Malaysia’s 
sovereign bonds and sukuk as of June this year 
remained steady at about 37 per cent of the 

total outstanding value of Malaysia’s sovereign 
bonds and sukuk. 
On the ESG Bond Index Series, he said it 
covered ringgit denominated long term bond and 
sukuk classified within ESG principles and was 
aimed to be the first reference point for the fixed 
income segment. 

He said the index highlighted bond and sukuk 
issuers issuing under ESG principles and track 
their performance and it could also be used as a 
benchmark to compare returns with other 
investments. 
Meor Amri said the index had been backfilled 

with data to start tracking from January 2018 
and was currently monitoring 111 bonds and 

nine issuers with a total market capitalisation of 
RM4.05bil as of June this year. 
Meor Amri said ESG investments were not a 
profit-driven market and the awareness of the 
implicit value-proposition of socially responsible 

investing (SRI) was still at its early stage in 
Malaysia compared with more mature markets 
that traded these bonds. 
We are far from our full capacity in ESG related 
investments. The launch of the ESG index series 
by BPAM as a benchmark for SRI will hopefully 
improve SRI awareness and support the 

governments’ initiatives among local fixed-
income investors to support these bond in the 
long run, he added. 
 
© 2019 Global Data Point. All Rights Reserved. 
Provided by SyndiGate Media Inc. (Syndigate.info). 
Copyright (c) 2019 SyndiGate. All Rights Reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Oman 

BB+ ratings affirmed for Oman, 

outlook stable  

29-Jul-2019  
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CPI FINANCIAL 
Oman's sovereign external asset position 
remains, for now, stronger than other 'BB' 
category sovereigns, supporting the 
government's financing flexibility. 

Fitch Ratings has affirmed its BB+ long-term 
foreign-currency issuer default ratings (IDR) of 
Oman with a stable outlook. 
The Sultanate's ratings balance its undiversified 

economy, high fiscal and external deficits as well 
as debt ratios against relatively high GDP-per-
capita and other strong structural features 
relative to 'BB' category peers. 
Fitch forecasts a widening of the fiscal deficit 
to around 10 per cent of GDP in 2019 as 
moderation in oil prices offsets modest 
spending cuts and gains in non-oil revenue. 

Additionally, the Sultanate's oil revenues are 

also under pressure from a voluntary 
commitment to OPEC, which is constraining 
average oil production slightly below the 2018 

level and well below capacity. 
The rating agency estimated the fiscal break-
even Brent price at $90/bbl in 2019. Oman's 
preliminary fiscal deficit in H1 2019 was only 

around two per cent of full-year GDP, however, 
Fitch expects budget performance to weaken in 
H2 2019, with spending traditionally 
concentrated towards the end of the year. 
However, Fitch expects continued spending 
restraint, the introduction of value-added tax 

(VAT) in H2 2020 as well as revenue gains from 
the new Khazzan gas field and potential 
increases in oil production to narrow the deficit 
to below seven per cent of GDP by 2021. 
Fiscal deficits are leading to a sharp 
deterioration in the Sultanate's sovereign and 
external balance sheets and Fitch expects 

government debt to continue on an upward 

trend into the 2020s, reaching 61 per cent of 
GDP by 2021 from 51 per cent of GDP in 2018, 
above the historical 'BB' median of 39 per cent 
of GDP. 
 
Copyright (c) 2019 Sourced by MIST all rights 

reserved 
©Thomson Reuters 2019. All rights reserved. 
 
 

Pakistan 

Pakistan raises $500 million through 

Islamic syndicated loan  

28-Jul-2019  
DUBAI, July 28 (Reuters) - The government of 

Pakistan has raised $500 million through an 
Islamic syndicated loan provided by a 
consortium of 12 banks, it said in a statement 
on Sunday. 

The loan, coordinated by Emirates NBD Capital, 

was 40% oversubscribed. 
The group of lenders includes Commercial Bank 
of Dubai, Emirates NBD, Noor Bank, Allied Bank, 
Dubai Islamic Bank, First Abu Dhabi Bank, 
Mashreq Bank, Sharjah Islamic Bank, Samba 
Financial Group, Bank of Jordan, Habib Bank 

Limited and Union De Banques Arabes Et 

Francaises. 
 
(Reporting by Davide Barbuscia 
Editing by Raissa Kasolowsky) 
((Davide.Barbuscia@thomsonreuters.com; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Philippines 

Philippines revises guidance for 

3/5/7/10yr Samurai bonds  

31-Jul-2019  
TOKYO, July 31 (IFR) - The Republic of the 

Philippines, rated Baa2/BBB+/BBB, has 

revised the guidance ranges for two of four 
Samurai bond tranches it aims to price on 
Friday. 
The offering consists of three, five, seven, and 
10-year notes, which are being marketed today 
at 20bp–30bp, 30bp–40bp, 45bp, and 50bp–
55bp, over the respective yen offer-side swaps. 
The range for the three-year tranche has 

narrowed from 20bp–35bp yesterday. The 
guidance for the seven-year has been revised to 
a single 45bp from yesterday's 30bp–40bp range 
– an extremely unusual revision outside of the 
initial range. 
Guidance for the two other tranches remains 
unchanged. 

The deal is led by Daiwa, Mitsubishi UFJ Morgan 
Stanley, Mizuho, Nomura and SMBC Nikko. 
 
(Reporting by Takahiro Okamoto; Editing by Vincent 
Baby) 
((Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Philippines raises $861 mln from sale 

of Samurai bonds  

02-Aug-2019  
MANILA, Aug 2 (Reuters) - The Philippines has 

raised 92 billion yen ($861 million) from the 
sale of Samurai bonds, according to IFR, 
Refinitiv's capital markets news service, in an 

offer that attracted strong demand. 

The sale consisted of 30.4 billion yen worth of 
three-year Samurai bonds with a 0.18% coupon, 
21 billion yen worth of five-year bonds with a 
0.28% coupon, 17.9 billion yen worth of seven-
year bonds with a 0.43% coupon and 22.7 

billion yen worth of 10-year bonds with a 0.59% 

coupon. 
The spreads were 23 basis points, 33 basis 
points, 45 basis points and 53 basis points over 
the respective yen offer-side swaps, IFR said, 
with orders reaching about 130 billion yen.  
Daiwa, Mitsubishi UFJ, Morgan Stanley, Mizuho, 
Nomura and SMBC Nikko are joint lead 

managers on the deal. 
One of Asia's most active issuers of sovereign 
debt, the Philippines sold $1.38 billion worth of 
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yen-denominated bonds in August last year, the 

first such issue in eight years. 
Following that successful issue, Philippine 
Finance Secretary Carlos Dominguez had said 

that he would like his country to issue yen-
denominated bonds every two years.  
 
(Reporting by Takahiro Okamoto of IFR in TOKYO;  
Writing by Karen Lema in MANILA 

Editing by Jacqueline Wong) 
(( karen.lema@thomsonreuters.com ; +632 841-
8938; Reuters Messaging: 
karen.lema.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Qatar 

Moody's Says Qatar's Credit Profile Is 

Supported By Strong Net Creditor 

Position, High Wealth and Hydrocarbon 

Reserves  

01-Aug-2019  

Aug 1 (Reuters) - Moody's: 
Moody's says Qatar's credit profile is 
supported by strong net creditor position, 
high wealth and hydrocarbon reserves. 

Moody's, on Qatar, says credit challenges 
include the government's reliance on 
hydrocarbon-related revenue. 
Moody's says Qatar's stable rating outlook 

reflects moody's assessment that Qatar's credit 
metrics are likely to remain consistent with an 
aa3 rating. 
Moody's says Qatar's credit metrics likely to be 
consistent despite diplomatic, economic and 
financial boycott by Bahrain, Egypt, Saudi Arabia 
and UAE. 

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

Thailand 

Thai central bank cuts bond supply 

again in August as baht stays strong  

30-Jul-2019  
By Satawasin Staporncharnchai 
BANGKOK, July 30 (Reuters) - Thailand's 

central bank has cut the amount of short-term 

bonds it will sell via auction in August to help 
slow fund inflows amid a strong baht, while 
traders said yields continue to fall on 
expectations of an interest rate cut. 

The supply of three-and six-month bonds was 
cut by a combined 20 billion baht ($649 million) 
in August, compared with July's amount, the 
Bank of Thailand (BOT) said in a statement on 
Friday. 

That follows July's supply reduction of such 
bonds by a combined 50 billion baht, compared 
with June. 
Earlier this month, the central bank also issued 
measures against speculative fund inflows and 

was ready to use additional tools if needed. 
Cutting bond supply is among the measures, 
according to BOT Governor Veerathai 
Santiprabhob. 

The baht has gained about 5.6% against this 
year, becoming the best performing currency in 
Asia, driven by fund inflows. 
"The BOT's measures haven't made the baht 
weaken as fast as they expected," said Kris Na 

Songkhla, executive vice president of Krungthai 
Asset Management. 
"That's because other countries cut rates, so 
foreign funds are flowing into countries that 
don't". 
The BOT left its benchmark interest rate 
unchanged at 1.75% in June, for a fourth 

straight meeting, after raising it in December for 
the first time since 2011. It will next review 
policy on Aug. 7. 
However, foreign investors have sold a net 22 
billion baht of bonds since the central bank's 

measures. 

At Tuesday's auction, yields eased, reflecting 
expectations of a rate cut, possibly late this 
year, traders said. 
The accepted yield of 182-day bonds dropped to 
1.74913% from 1.74938% at the previous 
auction, while the yield on 91-day bonds eased 
to 1.74982% from 1.75127%. 

 
($1=30.8 baht)  
(Writing by Orathai Sriring 
Editing by Jacqueline Wong) 
((orathai.sriring@tr.com; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Thailand plans larger budget deficit for 

fiscal 2020  

01-Aug-2019  
• Budget deficit projected at 469 bln 
baht in FY 2020  
• Spending estimated at 3.2 trln baht 
• Budget plan likely to be delayed until 
Feb  

By Kitiphong Thaichareon and Panarat 
Thepgumpanat 

BANGKOK, Aug 1 (Reuters) - Thailand is 

planning for larger budget deficit of 469 
billion baht ($15.21 billion) for the fiscal year 
beginning on Oct. 1, the head of the budget 
bureau said on Thursday, as revenue slips and 
the new government strives to revive a 
slowing economy. 

The new budget plan - to be submitted to the 
cabinet next Tuesday - projects spending of 3.2 

trillion baht, the same as in the previous plan 
but up from the current year's 3 trillion baht, 
Dechapiwat Na Songkhla told reporters after 
meeting with state economic agencies. 
But the deficit will be higher than the 450 billion 
baht in a previous plan and the current one. 
The budget calls for government investments of 

655 billion baht, or about 20% of all spending, 
compared with this year's 649 billion baht, 

mailto:Publicdebtnet.dt@tesoro.it
mailto:karen.lema@thomsonreuters.com
rm://karen.lema.thomsonreuters.com@reuters.net/
mailto:Reuters.Briefs@thomsonreuters.com
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Dechapiwat told Reuters. 
"The plan is expected to be effective in early 
February" after seeking the king's 
endorsement in January, he said. 

The budget has been delayed because Thailand 
only had its new cabinet last month after 
March's general election, though junta leader 
Prayuth Chan-ocha, who took power in a 2014 
coup, has stayed on as prime minister. 

The government plans to introduce economic 
measures to help offset the impact of the 
delayed state budget, Deputy Prime Minister 
Somkid Jatusipitak said last month. 
Southeast Asia's second-largest economy grew 
just 2.8% in the first quarter from a year earlier, 
its weakest pace since 2014. The central bank 

said on Wednesday second-quarter growth could 
even be lower amid rising global trade tensions. 
The central bank has forecast growth of 3.3% 
this year, after 4.1% last year, which lagged 
most regional peers. 

 
($1 = 30.84 baht) 
(Reporting by Kitiphong Thaichareon and Panarat 
Thepgumpanat  
Writing by Orthai Sriring 
Editing by Kim Coghill) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Thailand will introduce 'big' stimulus 

package this month  

02-Aug-2019  
BANGKOK, Aug 2 (Reuters) - Thailand will 

introduce a "big" economic stimulus package 
this month, the finance minister said on 
Friday. 

Uttama Savanayana also told reporters that 
bomb blasts in the capital should not hurt 
investors' confidence as the country's economic 

fundamentals remain strong. 
Earlier on Friday, three small explosions injured 
three people in Bangkok as Thailand hosted a 
Southeast Asian security meeting with top 
diplomats from the United States, China and 
other world powers. 
The stimulus measures will include assistance 

for rural areas, the minister said, without 
giving further details. 

The government has no plans to raise the 
valued-added tax or other taxes to help finance 
the budget deficit, he added. 
 
(Reporting by Kitiphong Thaichareon 
Writing by Orathai Sriring 
Editing by Kim Coghill) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Belarus 

Demand for Belarusian bonds tops 45 

bln Russian rubles  

30-Jul-2019  
MOSCOW. July 30 (Interfax) - The book of 

demand for 10 billion rubles in Belarusian 
sovereign bonds is oversubscribed at more 45 
billion rubles, Gazprombank (MOEX: GZPR), 
one of the placement's organizers, told 
Interfax. 

Overall, 60 requests were filed, including from 
foreign investors, with demand from individuals 
totaled 1.5 billion rubles. 
"The placement has set up market guidance in 

the Russian market in Russian rubles both for 
further placement of Belarusian bonds and for 

possible placement of other foreign sovereign 
and corporate issuers, including from Belarus," 
the Russian lender said, commenting on the 
book building. 
The spread of Belarusian bonds to the OFZ 

sovereign yield curve is 185 basis points, 
whereas before, guidance had indicated "a 
premium of not more than 250 bps." 
"This deal is an example of mutual trust: 
Belarus as a sovereign issuer in the 
infrastructure of the Russian market and its 
rules, on the one hand, and Russian investors 
in Belarus as a borrower, on the other. This is 
a genuine financial breakthrough," 

Gazprombank First Vice President Denis 
Shulakov told Interfax. 

Book-building took place on Tuesday, July 30 

from 11:00 a.m. to 15:00 p.m. Moscow time. 
The rate for the first coupon of the 3 and 4 
series of sovereign bonds is 8.65% per annum. 
The rate is fixed for the whole timeframe of the 
bond. The rate corresponds to yield at maturity 

in 3 years of 8.84% per annum. 
 
Ng ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bosnia 

Bosnia's Serb Republic to sell 17.9 mln 

euro of 7-yr T-notes on Aug 19  

01-Aug-2019  
BANJA LUKA (Bosnia and Herzegovina), August 

1 (SeeNews) – Bosnia’s Serb Republic will 
offer 35 million marka ($19.8 million/17.9 
million euro) of seven-year Treasury notes at 
an auction on August 19, the entity's finance 
ministry said on Thursday. 

The government securities of 1,000 marka in par 
value each will mature on August 21, 2026, the 
finance ministry said in a tender notice. 
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At the last auction of seven-year T-notes held on 

May 20, the Serb Republic's finance ministry 
sold government securities worth 37.3 million 
marka. 

The Serb Republic is one of the two autonomous 
entities forming Bosnia and Herzegovina. The 
Federation is the other one. 
 
(1 euro = 1.95583 marka) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bulgaria 

Bulgaria's gross foreign debt edges up 

0.2% y/y at end-May  

29-Jul-2019  
SOFIA (Bulgaria), July 29 (SeeNews) - 
Bulgaria's gross foreign debt edged up by an 
annual 0.2% to 33.8 billion euro ($37.6 
billion) at the end of May, the central bank 
said on Monday. 

The gross foreign debt at the end of the fifth 
month of the year was equivalent to 57.1% of 
the projected 2019 gross domestic product 
(GDP), the Bulgarian National Bank said in a 
statement. 
At the end of May, Bulgaria's external debt was 
0.4% lower compared to a month earlier. 

Details about Bulgaria's gross foreign debt at the 
end of May follow: 
 
($ = 0.8988 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
  

Sofia stock exchange admits to trading 

102.3 mln euro worth of 10.5-yr T-

bonds  

30-Jul-2019  
SOFIA (Bulgaria), July 30 (SeeNews) - The 

Bulgarian Stock Exchange said that it has 
decided to admit to trading 200 million levs 
($115.4 million/102.3 million euro) worth of 
10.5-year Treasury bonds. 

The government securities will start trading on 
Wednesday, the Sofia bourse operator said in a 
notice on Monday. 
Bulgaria raised 200 million levs at an auction 
held on Monday by reopening а reopening а 

10.5-year Treasury bond issue due in December 
2029. The bonds were placed at a weighted 

average annual yield of 0.32%. 
At the first auction of the issue, held in June, the 
central bank placed 200 million levs worth of 
bonds at a weighted average annual yield of 
0.41%. 

 
(1 euro = 1.95583 levs) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 

 

Czech Republic 

Fitch Affirms Czech Republic at 'AA-' 

Outlook Stable   

26-Jul-2019 22:26:01  
July 27 (Reuters) –  
Fitch affirms Czech Republic at 'AA-'; outlook 
stable. 

Fitch on Czech Republic says risks to public 
finances are tilted to downside as economic 
growth slows & government considers further 

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

Czech rate hikes over for now as ECB, 

Fed turn to easing; next move unclear  

29-Jul-2019  
• All 13 analysts seen no rate change at 
CNB's Aug 1 meeting 
• Seven forecast rate stability through 
2020 
• Next policy move's direction still not 
clear 

PRAGUE, July 29 (Reuters) - The Czech central 

bank will likely keep interest rates on hold for 
the rest of 2019 and probably through 2020 
as the ECB and the U.S. Fed embark on looser 
policies, a Reuters poll of analysts suggested 
on Monday. 

All 13 analysts interviewed in the poll forecast 
the Czech National Bank (CNB) would make no 
change to the key two-week repo rate - which 
stands now at 2.00% after eight hikes since 

2017, the last coming in May - when it next 
meets on Aug. 1. 
The bank has said a pause in policy moves could 
last until mid-2020 as it balances a still solid 
domestic economy with signs of weakness from 
the euro zone, global trade tensions and 
uncertainties over Britain's divorce from the 

European Union.  
But it has given no firm commitment on a date 
or any clear indication what its next move might 
be after the lull.  
Seven analysts forecast stability through 
2020.  
Two expected a hike next year in the second 
or third quarter while another three saw a 

cut, coming in either the first or third quarter 
of 2020. One analyst did not give an outlook. 

Another three analysts said rate hikes would 

continue but not until 2021.  
Markets, through forward rate agreements, are 
pricing in a chance of rate cut by the end of 
2019,  
"Given the ongoing foreign uncertainties, ‘wait-

and-see’ for forthcoming quarters seems the 
most likely scenario," ING analysts said in a 
report. 
The Czech economy has stayed buoyant in the 
face of softness in the euro zone, particularly in 
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key trading partner Germany.  

Unemployment is low and wage growth strong 
historically, keeping price pressures up. Headline 
inflation was at 2.7% in June, in the upper range 

of the bank's tolerance band around a 2% 
target. 
But the export-reliant economy is highly tuned 
to the car sector and conditions abroad. 

The ECB laid the groundwork for policy easing at 
a meeting last week and markets widely expect 
the Fed to cut rates this week for the first time 
since the depths of the financial crisis more than 
a decade ago. 
Czech central bank Vice-Governor Tomas 

Nidetzky told Reuters last week that rate 
stability, as seen by the bank's own outlook, was 
still the most likely scenario and that the bank 
did not automatically have to follow the ECB or 
Fed. 
 
(Reporting by Jason Hovet and Mirka Krufova 
Editing by Andrew Heavens) 
((jason.hovet@thomsonreuters.com; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019.  
©Thomson Reuters 2019. All rights reserved.  
 
 

Foreign holdings of Czech domestic 

bonds steady in June  

31-Jul-2019  

PRAGUE, July 31 (Reuters) - The proportion of 

non-residents holding Czech state domestic 
bonds edged up to 42.30% in June from 
42.27% in May, Finance Ministry data showed 
on Wednesday. 

Foreigners' holdings are more than double levels 
seen prior to the central bank's intervention 

regime to keep the crown currency weak that 
ran from 2013-2017. Foreigners held a record 

51.35 percent of domestic bonds in September 
2017. 
Analysts say a large amount of speculative 
capital remaining in markets has been a factor 
keeping the crown currency from reaching an 
appreciation trend even as the economy grows. 

 
(Reporting by Mirka Krufova 
Editing by Jason Hovet) 
((robert.muller@thomsonreuters.com; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Czech 2020 budget talks stall, Social 

Democrats want more funds  

31-Jul-2019  
PRAGUE, July 31 (Reuters) - Czech government 

talks on the 2020 budget hit a wall on 
Wednesday after the junior ruling party Social 
Democrats rejected current plans and said its 
ministries were around 20 billion crowns 
($870 million) short of funds. 

The Finance Ministry, held by ANO party of 

Prime Minister Andrej Babis, faces tough 

negotiations in August and September to secure 

a final draft. It is expected to be the first plan 
since 2015 that will not deliver a surplus. 
Budget talks are usually difficult, but the 2020 
plan will be particularly hard for Babis' 
minority government as it seeks to keep the 
central state deficit unchanged from 2019 at 
40 billion crowns and also deals with other 
rows in the coalition. 

Finance Minister Alena Schillerova said the Social 

Democrats were "torpedoing" the state budget 
by demanding more cash for their ministries. 
Social Democrat leader Jan Hamacek told a 
news conference: "As the budget is proposed 
now, it is destructive, at least for our ministries, 
and we could not support it." 
The party said it wanted to increase budget 

income, partly by introducing a banking sector 
tax that Babis has rejected. 
Babis said ministers should seek savings, CTK 
news agency reported. 
The finance minister said it was 
"unacceptable" for ministers not to propose 
savings and to raise the deficit by 20 billion 
crowns when the economy was growing at 

just 2.5% a year. 

The Czech Republic has been a model budget 
performer in the European Union, running 
surpluses thanks to EU funds, record-low 
unemployment and solid economic growth. 
But economists have criticised recent plans for 
being too generous with spending and limiting 

room for manoeuvre in the budget, which could 
threaten investment plans.  
The ANO-Social Democrat coalition is already 
frayed due to public protests, a spat over 
investigations into Babis's alleged conflicts of 
interests and a row over who should run the 
culture ministry. 

The Communist party, whose support in 
parliament gives the government a majority, 
wants a lower central state deficit target. 
The central budget accounts for the bulk of 
public commitments, including financing regional 
governments and healthcare.  
The Finance Ministry forecasts the economy will 

grow 2.4% a year in 2019 and 2020 and sees a 
slight overall fiscal surplus remaining this year 
before a 0.3% gap next year. 
 
($1 = 23.0130 Czech crowns) 
(Reporting by Jason Hovet 
Editing by Edmund Blair) 
((jason.hovet@thomsonreuters.com; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hungary 

Hungary PM Orban flags more 

economic stimulus plans for 2020  

27-Jul-2019  
• New measures could come in spring 
and autumn of next year 
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• Programmes will have to improve 
Hungary's competitiveness 

• Economists expect Hungary's growth 
to slow next year 

BUDAPEST, July 27 (Reuters) - Hungary 

expects to have to introduce two more 
economic stimulus programmes next year as 
growth slows in the European Union, its main 
trading partner, Prime Minister Viktor Orban 
said on Saturday. 

Orban's economic policy has focused on 
maintaining an economic growth rate exceeding 

the EU average by 2 percentage points. In June, 
the government announced a first batch of 
measures, including tax cuts, to boost job 
creation. 
Hungary's economy expanded by 5.3% in the 
first quarter, a 15-year-high, and Finance 
Minister Mihaly Varga has said the June 
measures could sustain growth at around 4% 

next year. 

However, with the European outlook 

deteriorating, Orban said further steps could be 
needed to sustain fast economic growth. 
"If our expectations for the prospects of the 
European economy are proved correct, in the 
spring of 2020 we will need a second and in the 

autumn of 2020 a third action plan to protect 
the economy," Orban said in his annual policy 
speech in the Romanian town of Baile Tusnad. 
He did not elaborate on the details of the 
measures, but said the programmes would have 
to improve Hungary's competitiveness. 
On Thursday, European Central Bank President 

Mario Draghi all but pledged to ease monetary 
policy further as the economic growth outlook in 
the euro zone, which accounts for the brunt of 
Hungary's foreign trade, deteriorates.) 
Economists expect Hungary's economic growth 

to slow to 3.3% next year from the 4.3% 

forecast for 2019. 
 
(Reporting by Gergely Szakacs; Editing by Mark 
Potter) 
((gergely.szakacs@reuters.com; 
https://twitter.com/szakacsg; +36 1 882 3606; 
https://www.reuters.com/journalists/gergely-
szakacs)) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Moldova 

Moldova raises interest rate to 7.5% to 

fight inflation  

31-Jul-2019  
CHISINAU, July 31 (Reuters) - Moldova's 

central bank raised its main interest rate to 

7.5% from 7% on Wednesday to fight rising 
inflation caused by wage increases and higher 
food prices, Governor Octavian Armasu told 
Reuters. 

"We increased the base rate by 0.5 percent 
pursuing two goals: to ease the pressure on 
rising inflation and to stabilize the Moldovan leu 
rate," Armasu said. 

Armasu said the inflation rate was expected to 

be at 8% by the end of 2019 and at around 5% 
in 2020. Inflation stood at 4.4% in June, year-
on-year. 

"The National Bank expects a peak of pressure 
on the consumer price index in the fourth 
quarter of 2019 when annual inflation reaches 8 
percent," he said, adding that inflation could 

decrease in 2020. 
 
(Reporting by Alexander Tanas; Writing by Matthias 
Williams; Editing by Hugh Lawson) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Montenegro 

Montenegro expects 1.83 bln euro 

budget revenue in 2019  

30-Jul-2019  
PODGORICA (Montenegro), July 30 (SeeNews) - 
Montenegro's government expects budget 
revenue to rise to 1.83 billion euro ($2 billion) 
in 2019, or 38.2% of the projected gross 
domestic product (GDP) for this year, finance 
minister Darko Radunovic said. 

The budget revenue will increase by 6 million 
euro year-on-year in 2019, Radunovic said on 
Monday in a video file posted on the YouTube 
channel of the Montenegrin government. 

Montenegro's state budget for 2019 envisages 
1.82 billion euro in revenue. 
"The government is implementing economic 
policy measures aimed at strengthening the 
fiscal stability and increasing 
competitiveness, which gave good results," 
Radunovic said during budget revision 
discussions in Parliament. 

Earlier this month, Radunovic said Montenegro's 

government plans to revise the 2019 budget in 
order to refinance existing debt and create a 
fiscal reserve for repayment of obligations due 
next year. According to the proposed plan 
published on the government's website, the 
2019 budget deficit will amount to 142.6 million 
euro, slightly higher than the originally projected 

gap of 142.2 million euro. 
The revision will not change the planned 
budget deficit equivalent to 2.97% of GDP but 
will create opportunities for the issuing of 
securities or taking out a loan of 500 million 
euro, Radunovic said back then. 

"The second reason for the revision is the 
government's decision to contribute to raising 

the standard of living of the lowest-paid 

employees through a policy of raising the 
minimum wage, while at the same time 
providing a reduction in the tax burden through 
a reduction of contributions," Radunovic said on 
Monday. 
Budget expenditure under the proposal is set at 

1.976 billion euro, up from original 1.970 billion 
euro, according to the proposed plan published 
on the government's website. 

mailto:Publicdebtnet.dt@tesoro.it
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Montenegro's 2018 budget deficit amounted to 

159.2 million euro, equivalent to 3.5% of the 
country's GDP. 
 
($ = 0.8973 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Fitch Ratings: NewDebt Regulations for 

Polish Subnationals Pose New Risks  

31-Jul-2019  
Fitch Ratings-Warsaw/London-July 31: New 

regulations and the amended formula for 
calculating individual debt service limits for 
Polish local and regional governments (LRGs) 
may create new risks even as they expand 
borrowing headroom and support efficient 
debt and financial management practices of 
most LRGs, Fitch Ratings says in a report 
published today. 

Fitch notes that the extension of the period used 
to calculate the debt service limit, although 

aimed at eliminating the impact of one-off 
events and the effect of economic cycles, may 
lead to deteriorating creditworthiness of LRGs as 
local authorities may postpone restructuring 
measures aimed at improving finances. 
We also identify some risks stemming from the 
individual debt limit formula in the 2020-2025 

transition period, when LRGs - encouraged by 
the "additional" leeway under the limit - may 
decide to increase their debt, which will be 
repaid after the transition period. The new 
individual debt limit does not apply to debt 
related to EU-sponsored projects. 
The changes will be implemented in stages 
and will be fully enforced from 2026. Previous 
regulations were considered inconsistent and 
have put some entities at a disadvantage, 
according to LRG representatives and market 
participants. 

In its report "What Investors Want to Know: 
Polish Subnationals' Debt Regulations", Fitch 
answers questions asked by LRGs and investors. 
These cover the broadened scope of liabilities 

falling under the individual debt service limit, the 
building blocks of the amended debt service limit 
calculation formula and risks associated with it, 
especially during the transition period and from 
2026 when the limit will be calculated based on 
seven-year historical results. 

Fitch also answers the question of whether the 

new regulations will increase or decrease the 
creditworthiness of LRGs and their ratings. 
 
Media Relations: Athos Larkou, London, Tel: +44 20 
3530 1549, Email: athos.larkou@thefitchgroup.com; 
Malgorzata Socharska, Warsaw, Tel: +48 22 338 
6281, Email: malgorzata.socharska@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 

 

Romania 

Romania aims to sell debt worth 3.99 

bln lei in August  

31-Jul-2019  
BUCHAREST, July 31 (Reuters) - Romania's 

finance ministry aims to sell just under 4 
billion lei ($942.44 million) worth of leu 
currency bills and bonds in August, including 
495 million lei at non-competitive tenders, it 
said on Wednesday. 

The ministry said it scheduled six bond tenders 
in August, with residual maturities ranging from 

3 to 12 years, as well as one auction for 200 
million lei worth of one-year bills. Romania sold 
domestic debt worth 4.71 billion lei in June. 
So far this year, Romania has sold 29.4 billion lei 
and 506.7 million euros on the local market. It 
also tapped foreign markets in March and July 

for 5 billion euros worth of 2026, 2031, 2034 
and 2049 Eurobonds. 
 
($1 = 4.2443 lei) 
(Reporting by Luiza Ilie) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania's Jan-June budget deficit 

rises to 1.94% of GDP  

31-Jul-2019  
BUCHAREST, July 31 (Reuters) - Romania's 

consolidated budget deficit widened to 1.94% 
of gross domestic product at the end of June 
from 1.43% a month earlier, the finance 
ministry said on Wednesday. 

The shortfall at the end of the first half 
compares with a gap of 1.6% in the first six 
months of 2018. The ruling Social Democrats are 
targeting a budget deficit of 2.8% of GDP this 
year, marginally lower than last year's 2.9%. 
In nominal terms, the deficit stood at roughly 20 
billion lei ($4.71 billion) at the end of June. 

Budget revenue totalled 148.6 billion lei, or 
14.4% of GDP. Spending stood at 168.6 billion 
lei. 
 
($1 = 4.2493 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romania central bank's FX reserves 

rise to 35.47 bln euros in July  

01-Aug-2019  
BUCHAREST, Aug 1 (Reuters) - The Romanian 

central bank's foreign exchange reserves, 

excluding 103.7 tonnes of gold, rose by 2.9 
billion euros to 35.47 billion euros ($39.15 
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billion) in July, the bank said on Thursday. 

Inflows were 3.6 billion euros, including 2 billion 

euros worth of eurobonds tapped by debt 
managers in July.  

Outflows totalled 729 million euros, and 
reflected changes in credit institutions' foreign 
currency required reserves, interest payments 
and principal repayments on foreign currency 

public debt. 
The central bank said August payments to 
service external public and publicly guaranteed 
foreign currency debt amounted to 176 million 
euros. 
 
($1 = 0.9060 euros) 
(Reporting by Luiza Ilie) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 

Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Russia 

Russian Eurobonds down somewhat on 

back of UST dynamics ahead of Fed 

rate decision  

30-Jul-2019  
MOSCOW. July 30 (Interfax) - Prices for most 

Russian Eurobonds were down slightly on 
Tuesday, on trends in the US Treasury market 

ahead of the U.S. Federal Reserve's key rate 
meeting, resulting in a widening of sovereign 
spreads between most benchmark issues. 

Russia's benchmark 2030 bonds were down 5 
basis points from previous closing by 6:15 p.m. 
Moscow time at 112.74% with yield at 3.06% 

per annum, 1 bp higher. Three-year US 
Treasuries were up 1 bps from previous closing 

at 100.41%, with yield down 1 bp at 1.81%. 
Spread between Russia-30 and UST3 widened 2 
bps to 125 bps. 
Russia's 2043 bond was down 11 bps at 
122.75% yielding 4.34%, up 1 bp; the 2042 
bond was down 9 bps at 118.51%, yielding 
4.33%, up 1 bps; the 2026 bond was up 12 bps 

at 107.5% with yield down 2 bps to 3.5%; and 
the 2023 bond down 4 bps in price to 107.46% 
yielding 2.94%, up 1 bp. 
The new 2047 bond was down 26 bps to 
112.37% with yield up 1 bps to 4.47%; and the 
new 10-year bond maturing in 2027 was down 9 

bps at 104.61%, with yield up 2 bps at 3.58%. 
 
Ng Ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russian Eurobonds follow EM markets 

down after Fed decision  

01-Aug-2019  
MOSCOW. August 1 (Interfax) - The prices of 

most Russian Eurobonds are down somewhat 
on Thursday, as are other EM markets, 

following the U.S. Federal Reserve's decision 
to cut interest rates 25 bps to 2-2.25%. The 
only exception was the 2047 bond. U.S. 
Treasuries are up, leading to a widening of 
sovereign spreads. 

At 6:15 p.m. Moscow time, Russia's benchmark 
2030 bonds were down 2 bps from previous 
closing at 112.68%, with yield basically 
unchanged at 3.06% per annum. Three-year 

U.S. Treasuries were up 10 bps from previous 
closing at 100.48%, with yield down 5 bps at 
1.78%. Spread between Russia-30 and UST3 
widened 5 bps to 128 bps. 
Russia's 2043 bond was down 30 bps at 
122.27%, yielding 4.37%, up 2 bps; the 2042 

bond was down 23 bps at 118.08%, yielding 
4.36%, up 1 bp; the 2026 bond was unchaned 
at 107.51%, with yield at 3.5%; and the 2023 
bond fell 11 bps to 107.36%, yielding 2.96%, up 

2 bps. 
The new 2047 bond was up 8 bps at 112.47%, 
with yield down 1 bp at 4.46%; and the new 10-

year bond maturing in 2027 was down 9 bps at 
104.4%, with yield up 1 bp at 3.6%. 
 
Mc mz 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
 
 

Serbia 

Serbia to auction 36.8 bln dinars (313 

mln euro) of 7-yr T-notes on Aug 6  

30-Jul-2019  

BELGRADE (Serbia), July 30 (SeeNews) - 
Serbia's finance ministry said it will offer 36.8 
billion dinars ($348.4 million/312.6 million 
euro) of seven-year Treasury notes at an 
auction on August 6 in a reopening of the 
issue. 

The T-notes will carry a coupon of 4.5% paid 
annually and will mature on January 11, 2026, 
the finance ministry said in a statement. 
The finance ministry targets the sale of T-notes 

with a par value of 15 billion dinars at the 
auction. 
The Treasury notes were first auctioned on 
January 9 when the government sold securities 
with a par value of 18.4 billion dinars of the 150 
billion dinars issue. 

 
(1 euro = 117.712 dinars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovakia 

Slovak end-July budget deficit at EUR 

1.43 bln  

01-Aug-2019  
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BRATISLAVA, Aug 1 (Reuters) - The Slovak 

central government budget deficit reached 
1.43 billion euros ($1.57 billion) at the end of 
July, wider than a 385.0 million euro deficit 
posted a year ago, the Finance Ministry said 
on Thursday.  

Total revenue reached 8.14 billion euros at the 
end of July, while expenditure was 9.57 billion 
euros. Tax revenue stood at 6.92 billion euros, 
up from 6.78 billion euros a year ago. 

Revenue from EU transfers reached 714.6 
million euros, up from 625.9 million euros at the 
end of July. 
 
($1 = 0.9067 euros) 
(Reporting by Mirka Krufova; Editing by Tatiana 
Jancarikova) 
((prague.newsroom@thomsonreuters.com) (+420 224 
190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey's Albayrak says budget deficit-

to GDP will be below 3% in 2019  

30-Jul-2019  
By Nevzat Devranoglu 
ANKARA, July 30 (Reuters) - Finance Minister 

Berat Albayrak said on Tuesday that he 
expected Turkey to post positive growth near 
its targets in 2019, while acknowledging that 
the budget deficit-to-GDP ratio will be higher 
than the government's previous forecast. 

The Middle East's largest economy contracted 

annually in the last quarter of 2018 and the first 
quarter of 2019, in the wake of a currency crisis 

that saw the lira shed nearly 30% of its value 
against the dollar last year. 
The currency crisis caused inflation to surge to a 
15-year high in October and the central bank to 
hike its policy rate to 24%, putting a brake on 

economic activity. The central bank slashed the 
rate last week by 425 basis points. 
Albayrak told a news conference in Ankara 
that the budget deficit-to-GDP ratio will be 
below 3% this year, despite a slowdown in 
income. That compares to a previous 
government forecast of 1.9%. 

"When we look at 2019, I can say clearly that 

we will achieve a level of less than 3%, which is 
below the Maastricht criteria," he said, referring 
to the ceiling for eurozone countries.  
The central government budget recorded a 
deficit of 78.58 billion lira as of end-June, official 

data showed. The government's forecast for 
2019 year-end deficit is 80.6 billion lira. 

Albayrak added that he expects Turkey to post 
positive growth in 2019, close to its target of 
2.3% and that normalisation of the economy will 
be stronger in 2020. 
The median estimate in a Reuters poll of more 
than 40 economists earlier this month showed 
that Turkey's economy is expected to contract 

1.5% this year as whole. The poll saw growth of 
2.4% and 3.4% in 2021. 

 
(Reporting by Nevzat Devranoglu 
Writing by Ali Kucukgocmen and Ezgi Erkoyun; Editing 
by Jonathan Spicer and Dominic Evans) 
((jonathan.spicer@reuters.com; Reuters Messaging: 
jonathan.spicer.thomsonreuters.com@reuters.net 
@jonathanspicer)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkish government plans to exceed 

targets for borrowing, deficit  

31-Jul-2019  
CPI FINANCIAL 
The Treasury is considering revising its target 
for debt sales relative to repayments to an 
average of between 100 per cent and 110 per 
cent in 2019. 

Turkish officials have told bankers that the 
government is set to exceed its targets on new 
debt and the budget deficit, reported Bloomberg. 

The initial target was 93.5 per cent, down from 
98.1 per cent a year earlier. 
A Treasury and Finance Ministry spokesman 
said officials did not provide any revised 
targets during the last week's meeting. 
The fiscal strain is on the rise amid an 
economic slowdown and a spending spree 
following back-to-back elections. 

To meet the new rollover goal, the Treasury 

would need to scale back domestic borrowing in 
H2 2019 after raising TRL 103.1 billion ($18.3 
billion) through the end of June, 45 per cent 
more than targeted under its borrowing 
strategy—the ratio stood at 130 per cent as of 
end-June. 

The budget deficit is also likely to overshoot the 
target of 1.8 per cent of gross domestic product 
and may reach as high as 2.8 per cent and the 

government will likely pass a law in October to 
increase its debt limits. 
 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved. 
 
 

Ukraine 

Finance Ministry raises record high 

UAH 17.2 bln from sale of hryvnia govt 

bonds, cuts rates by 0.2-1 p.p   

30-Jul-2019  
KYIV. July 30 (Interfax-Ukraine) - The Finance 

Ministry of Ukraine has placed hryvnia-
denominated government domestic loan 
bonds for a record high amount of UAH 17.2 

billion, of which UAH 10.9 billion were 5.5-
year bonds popular among non-residents. 

"Terms - longer! Borrowing rates are lowered 
again!" Finance Minister Oksana Markarova said 
on Facebook. 
According to information on the website of the 
Ministry of Finance, the rates on the issues less 
than a year were reduced by 0.2-0.5 percentage 

points (p.p.) compared to the auctions a week 
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ago. In particular, three-month securities were 

sold at 16.23% with the cut-off rate being 
16.4%, six-month securities at 16.41% and 
16.52% respectively, and 12-month equities at 

16.51% and 16.59%. 
The cut-off rate on two-year (840 days) equities, 
which were last offered two weeks ago, fell by 1 
percentage point, to 16.75%, while the weighted 

average rate by 1.28 p.p., to 16.42% per 
annum. 
The longest, 5.5-year government bonds were 
placed at a weighted average rate of 15.45% 
with the cut-off rate standing at 15.5% per 
annum, which is 0.39 p.p. and 0.35 p.p. lower 

than the rates at a similar auction three weeks 
ago. 
The demand for the "shortest" securities fell to 
UAH 20.1 million (at a par value), for six-month 
securities to UAH 434 million, while on 12-month 
securities it amounted to UAH 1.85 billion, while 
the supply limit set by the Ministry of Finance 

was UAH 500 million. 
 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Latin American stocks rise; Mexico's 

peso muted on recession fears  

26-Jul-2019 16:46:44  
• Colombian central bank likely to hold 
rates  
• Petrobras shares fall on 2019 
production cut 
• Weak Mexico data stokes recession 
fears  

By Agamoni Ghosh 
July 26 (Reuters) - Latin American stocks rose 

on Friday, tracking gains on Wall Street that 
followed reports of robust earnings, while 
Mexico's peso slid after weak data stoked 
fears of a recession.  

Mexico's economy, Latin America's second 
largest, was flat in May from April and 
contracted 0.4 percent from May of 2018, the 
national statistics agency said on Friday. 

This comes after the International Monetary 
Fund said earlier this week it expected Mexico's 
economy to grow 0.9% this year, below its 
forecast of 1.6% three months ago. 

Investors have been spooked by policy 
misdirection under President Andres Manuel 
Lopez Obrador and the potentially dire 

consequences for the country, which is facing a 
dearth of foreign investment and possible 
sovereign downgrade by ratings agencies.  
The peso moved 0.2% lower, while stocks on the 
IPC index were mostly flat.  
Colombia's peso was a touch weaker ahead of a 

central bank's meeting, where officials are likely 
to hold the benchmark lending rate, analysts 

polled by Reuters said. The bank may, however, 

change its growth estimate after mixed 
economic data. 
"While we doubt that Banrep (Colombia's central 

bank) can escape the regional move toward 
more dovishness, this will be much more a Q4 
story than a current one, given that neither 
growth nor inflation is suggesting any need for 

imminent action," said Citi analysts in a note.  
This week the IMF lowered its forecast for 
Colombia's growth, to 3.4% from 3.5%. 
Brazil's real moved 0.3% higher, while stocks on 
the Bovespa index rose marginally as shares of 
Petroleo Brasileiro fell 1.5% after the state oil 

company lowered its 2019 production target. 
Investors are looking forward to the Brazilian 
central bank's meeting next week, where, 
according to a Reuters poll of economists, it is 
expected to cut its benchmark interest rate to a 
record low to revive a struggling economy.  
 
(Reporting by Agamoni Ghosh in Bengaluru) 
((Agamoni.Ghosh@thomsonreuters.com; 
+918067491130; Reuters Messaging: 
Agamoni.Ghosh.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Argentina 

Rating agencies and investors diverge 

on Argentina outlook  

26-Jul-2019 17:42:36  
NEW YORK, July 26 (IFR) - Investors and rating 

agencies are diverging on their outlook for 
Argentina as spreads tighten in the run-up to 
a presidential election that could mark a 
turning point for the country.  

Buyside accounts say Argentina's fundamental 
macro drivers remain strong despite political 
uncertainty and negative outlooks from rating 
agencies.  
Indeed, the country's bonds have largely been 
on a tightening trend in recent months, with 
average sovereign spreads narrowing from 

1,115bp in June to 840bp on Friday, according 
to ICE BAML data.  
Argentine corporates have also returned to the 
primary markets after a long hiatus amid decent 
investor demand, with YPF, YPF Luz, Telecom 
Argentina and Pampa Energia pricing bonds over 
the last month or so.  
"The better Argentine outlook has led to more 
issuance, and the good performance of 
Argentine new issues should continue this 
trend," said Jim Barrineau, head of emerging 
market debt at Schroders. 

Yet while this renewed love for the country's 
credit markets is partly fueled by the Fed's 
dovish turn, it is also driven by a growing 
confidence that market-favourite President 

Mauricio Macri may just be re-elected in 
October. 
This is partly because the government's efforts 
to address the economy's imbalances are 
showing some green shoots.  
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The currency crisis that first drove Argentina to 

the IMF and ultimately resulted in a US$57bn 
bail-out package - the Fund's biggest ever - 
looks under control as the peso stabilizes.  

"We are encouraged by the progress Argentina 
has made in stabilizing the currency," said 
Barrineau. 
The Argentine peso has strengthened to trade at 

Ps42.42 against the dollar from Ps45.80 in April, 
according to Refinitiv data.  
And the government has doubled down on fiscal 
commitments, recently asking the IMF to 
support tougher primary fiscal surplus goals in 
an effort to reinforce its commitment to 

improving its debt-to-GDP ratios.  
Meanwhile, monthly inflation in June stood at 
2.7%, marking the third month of consecutive 
improvements. 
"There is a chance of turning this momentum 
into favourable conditions by continuity, tight 
monetary and fiscal policies in this globally 

dovish environment," said Hakan Aksoy, senior 
emerging markets portfolio manager at Amundi. 
Nevertheless, ratings agencies are taking a 
cautious approach as polls still show Macri 
running neck and neck with challenger 
Alberto Fernandez, whose running mate is 
former president and populist Cristina 
Fernandez de Kirchner. 

On July 12, Moody's reaffirmed the sovereign's 

rating at B2 but cut its outlook to negative, 
citing rising uncertainty on economic policy and 
potential risk of currency shocks.  
Following the outlook downgrade for the 
sovereign, Moody's also changed its outlook for 
10 utility companies, including YPF and Pampa 
Energia. 
"We highly disagree with Moody's negative 
outlook given the improvement in key 
variables and the better outlook for a stable 
political dynamic," said Barrineau. 

Fitch, which changed its outlook to negative in 
November, rates the sovereign B, while S&P has 
a stable outlook on a B rating after downgrading 
the sovereign last year from B+. 

"The ratings agencies are always backward 
looking, and because they use data to make 
their decisions their data is always going to be 
lagged," said a London-based investor. 
"Argentina is a ratings upgrade candidate. If it 
were not for the elections there may have 
already been a ratings (upgrade)."  

 
(This story will appear in the July issue of IFR 
Magazine.) 
((paulj.kilby@thomsonreuters.com; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net)) 
D Argentina 
(c) Copyright Thomson Reuters 2019. 
 

 

Brazil 

Brazil's public finances improve in June 

as spending controls tighten  

26-Jul-2019 20:33:07  
By Marcela Ayres and Jamie McGeever 
BRASILIA, July 26 (Reuters) - The Brazilian 

government's fiscal position improved in June, 
Treasury figures showed on Friday, with a 
smaller-than-predicted primary budget deficit 
for the month helping to narrow the shortfall 
accumulated in the first half of the year. 

The central government posted a primary deficit 

before interest payments are taken into account 
of 11.48 billion reais ($3.05 billion) in June, less 
than the 14.85 billion reais deficit median 
forecast in a Reuters poll of economists. 
That was almost a third less in real terms than 
the 16.38 billion reais deficit in the same month 

last year. For the first six months of this year, 
Brazil's primary budget deficit totaled 28.92 
billion reais, down 12.3% in real terms from a 
year ago. 
The improvement was mainly down to deep 
cuts of 6.7 billion reais in discretionary 
spending compared with June last year, 
Treasury said.  

This was a result of lower spending this year, as 

outlined in the government's austerity plans, 
and base effects from "atypical" spending in 
June last year that included 3.6 billion reais on 
parliamentary amendments and 1.7 billion reais 
on capital increase of state-owned enterprises. 
Despite the improvement, Treasury again 
noted government receipts are worryingly 

low, mainly due to weak economic growth, 
and warned that spending, especially on 
social security, must be reined in. 

"Even with (pension) reform, social security 
spending will continue to grow in real terms," 
Treasury said.  
Brazil's government scored a major victory 
earlier this month when the lower house of 

Congress overwhelmingly backed a pension 
reform bill, which, if passed into law, will save 
the public purse almost 1 trillion reais in the 
next decade. 
The social security deficit in June totaled 15 
billion reais, little changed in real terms from 
June last year. In the January-June period, this 

deficit totaled 95.7 billion reais, also little 
changed from a year ago. 
These and other obligations mean discretionary 
spending continues to be squeezed. Treasury 

predicts that discretionary spending will fall to a 
historic low of 95 billion by the end of this year.  
In the 12 months to June the government's 

primary deficit totaled 119.7 billion reais, or 
1.68% of gross domestic product, Treasury said. 
The government's target for the calendar year is 
a 139 billion reais deficit, or 1.94% of GDP. 
 
($1 = 3.77 reais) 
(Reporting by Marcela Ayres and Jamie McGeever 
Editing by Jonathan Oatis and Bill Trott) 
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((jamie.mcgeever@thomsonreuters.com; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil posts 12.7 billion reais primary 

budget deficit in June   

29-Jul-2019  
SAO PAULO, July 29 (Reuters) - The Brazilian 

government posted a primary fiscal deficit of 
12.7 billion reais ($3.35 billion), the central 
bank said on Monday, slightly higher than the 
12.5 billion reais deficit economists had 
expected. 

For the 12 months to June, the primary deficit, 
comprising the central government, regional 
governments and state-owned enterprises 

before interest payments are factored in, fell to 
1.42% of gross domestic product, the central 
bank said. 

Brazil's gross debt as a share of GDP remained 
at 78.7% while net public-sector debt rose to 
55.2% of GDP, the central bank said. 
 
($1 = 3.7882 reais) 
(Reporting by Marcelo Rochabrun; editing by Jonathan 
Oatis) 
((marcelo.rochabrun@thomsonreuters.com; +55 11 
5644 7768)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Colombia 

Colombia's government seeks to 

increase 2020 local bond issue   

31-Jul-2019  

BOGOTA, July 31 (Reuters) - Colombia's 

government has proposed increasing the 
amount of so-called TES treasury bonds it will 
issue in 2020 by 7 trillion pesos ($2.12 
billion), in a bid to raise funds to pay 

healthcare debts. 

The proposal, made public on Wednesday, is 
included in an $84 billion budget plan sent by 
the government to Congress this week. If 
approved, the proposal would increase the total 
TES paper set to be issued next year to 37.1 
trillion pesos from 30.1 trillion.  

The funds raised would "replace liabilities from 
judicial decisions that are in arrears and delays 
in obligations to the health system," the 
document said. 
Despite the increase in the total amount of 
local bonds, the amount expected to be issued 
via auction would remain at 23 trillion pesos, 
the document added.  

More bonds being on offer was unlikely to please 

the market, Banco de Bogota said in a note to 
investors. 
"Though the offer of TES will not be made via 
auction, but through public entities, the reaction 
of the market will surely not be favorable, 
because in any case it means a larger offer of 

this paper," the note said. 

The budget proposal is expected to be debated 

over the next several months. It must be 
approved by Oct. 20 and would be a 9.16% 
increase on the budget approved for this year.  

Finance Minister Alberto Carrasquilla said on 
Tuesday the country will need to raise some 8 
trillion pesos ($2.4 billion) to finance the budget 
proposal. 

 
($1 = 3,296.85 Colombian pesos) 
(Reporting by Nelson Bocanegra 
Writing by Julia Symmes Cobb; editing by Diane Craft 
and Leslie Adler) 
((julia.cobb@thomsonreuters.com; +571-518-5381)) 
(c) Copyright Thomson Reuters 2019. 
 
 

El Salvador 

El Salvador raises more than $1 billion 

with 30-year bond  

31-Jul-2019  
By Nelson Rentira 
SAN SALVADOR, July 30 (Reuters) - El Salvador 

on Tuesday raised $1.097 billion in a 30-year 
bond issue paying a coupon of 7.125%, the 
country's finance ministry said, funds that will 
be used to pay down some of the Central 
American country's debt. 

President Nayib Bukele, who brought an end to a 
two-party system that held sway over the 
country for three decades when he took office in 
June, said the issuance was five times 

oversubscribed as investors from 25 countries 
bid. 
"The international appetite to buy bonds from El 
Salvador is unprecedented," Bukele wrote on his 
Twitter account. "It also issued at the lowest 

interest rate in 30 years." 
The finance ministry said the funds would be 

used to pay down debt, $800 million of which 
matures in December, while $297 million will go 
toward the country's budget this year. 
Over the past five years, El Salvador has 
repeatedly reported funding problems. Central 
Bank data shows that it had accumulated more 

than $19 billion in debt. 
 
(Reporting by Nelson Renteria; editing by Stefanie 
Eschenbacher and Jonathan Oatis) 
((Stefanie.Eschenbacher@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico narrowly escapes recession, 

ekes out minimal 2nd-qtr growth  

31-Jul-2019  
By Dave Graham and Anthony Esposito 
MEXICO CITY, July 31 (Reuters) - Mexico 

narrowly avoided slipping into a recession 
during the first half of 2019 as gross domestic 
product grew by a fraction in the second 
quarter, data showed on Wednesday, but 
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economic weakness persisted across the 
board. 

A preliminary estimate published by the national 
statistics agency showed that Mexico's economy, 

Latin America's second largest, expanded by 
0.1% in the April-June period from the previous 
quarter, when adjusted for seasonal swings. 
A Reuters poll of economists had forecast GDP 
would be flat compared with the first quarter, 

when the economy shrank by 0.2% quarter-on-
quarter. The statistics office is due to publish 
final data for the second quarter on Aug. 23. 
During the first half of 2019, the economy grew 
0.3% in adjusted terms from the same period a 
year earlier. 
William Jackson, an economist at Capital 
Economics, said the data painted the picture 
of a struggling economy, arguing it could 
encourage Mexico's central bank to cut 
interest rates. 

"The key point is that this is still really, really 

weak," he said. "We had already been penciling 
in a rate cut. Given the weakness of the 
economy and the way inflation is coming down, 

there is a reasonable chance of a (rate) cut in 
August." 
Economists generally define two consecutive 
quarters of negative GDP as a technical 
recession, though there is no established global 
definition for the phenomenon. 
UNDERPERFORMANCE 

While Mexico may have narrowly avoided a 
recession, its economy has been 
underperforming for over a year - a point made 
by Jonathan Heath, a deputy governor of the 
central bank appointed by President Andres 
Manuel Lopez Obrador's government. 

"The average annual growth of the last five 
quarters is 0.04%, which if you want to round it 

to a single decimal, is 0.0%," Heath wrote on 
Twitter. 
A breakdown of Mexican GDP data shows that 
primary activities, including agriculture, 
declined by 3.4% during the second quarter 
from the previous quarter, while secondary 
activities, such as manufacturing, were flat. 

The meager growth was fueled by a 0.2% rise in 
tertiary activities, which include retail and 
services. 
The government, however, denies that the 
economy is struggling. Lopez Obrador called the 
GDP figures "very good news" at his morning 
news conference, casting them as a rebuke to 

his critics. 
Finance Minister Arturo Herrera echoed that 
optimism. 
"We don't believe we'll enter a phase of 
negative growth in the next two quarters. In 
fact, we expect much more dynamic, positive 
growth in the second half of the year," he 
said. 

But perhaps mindful of the sluggish economy, 
the finance ministry earlier this week unveiled a 

$25 billion stimulus package aimed at ramping 
up growth. 
Ariane Ortiz, an analyst at Moody's, said the 
stimulus plan is likely to have a "limited impact" 

on the economy and saw no need to tweak the 

credit rating agency's forecast of 1.2% Mexican 
growth in 2019 and 1.5% in 2020.  
In fact, the risk was that those forecasts would 

need to be lowered, she said. 
CONFIDENCE SHAKY  
Investor confidence in Mexico has been 
shaken by some of the decisions made by 
Lopez Obrador, a leftist exponent of economic 

nationalism who took office in December 
vowing to reduce chronic inequality and 
deliver average annual growth of 4%. 

In particular, the president's decision to cancel a 
partly built, $13 billion airport for Mexico City 
and his retreat from the prior government's 
opening of the oil and gas industry to private 
capital have raised doubts about his economic 

credentials. 
During the past few months, private and public 
sector analysts have pared back their growth 
forecasts for Mexico, with some now predicting 

little expansion at all in 2019.  
Lopez Obrador has said he expects growth of 
2% this year. 

The president has attacked critics of his policies 
as supporters of what he has characterized as a 
corrupt "neo-liberal" era that preceded his time 
in office. 
However, he has also had to contend with the 
risk of economic disruption from the United 

States - the destination for around 80% of 
Mexico's goods exports - because of tensions 
with U.S. President Donald Trump over illegal 
immigration. 
In adjusted terms, the economy grew by 0.4% 
in the second quarter in comparison to the same 
period a year earlier. In unadjusted terms, it 

shrank by 0.7%, the figures showed. 
 
(Reporting by Dave Graham & Anthony Esposito; 
additional reporting by Sharay Angulo and Diego Ore; 
editing by Cynthia Osterman, Steve Orlofsky and G 
Crosse) 
(( dave.graham@thomsonreuters.com ; +52-55-5282-
7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 
 

Debt sustainability essential for 

meeting the SDGs in Africa  

01-Aug-2019  
Kigali, 1 August 2019 (ECA) - The ECA 

Executive Secretary, Vera Songwe, told 
African Central Bank Governors that concerns 
around Africa's rising sovereign debt should 
not focus so much about its level, but rather 

the ability to pay for it. Elaborating on this 
point, she stressed that managing debt 
dynamics well is all about implementing good 
fiscal policy, which in turn is linked to effective 
monetary policy.  
Songwe was speaking at the 42nd Annual 
Meeting of the Association of African Central 
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Banks held on 31 July Kigali. The theme of the 

meeting was: Rising African Sovereign Debt: 
Implications for Monetary Policy and Financial 
Stability. 
'When we talk about increasing Africa's 
sovereign debt, immediately people worry 
that we're overspending. But it is not only 
about the level of debt but about the capacity 

to pay', Songwe highlighted. She pointed to 

Rwanda as an example of fiscal prudence: 
'Rwanda shows what good management of debt 
looks like - with a relatively low share of 
revenues dedicated to serving debt.  
Just a decade away from the Sustainable 
Development Goals endpoint, economic growth 
on the continent is still far below the required 

levels. This period of relatively easy access to 
capital, due to the prevailing low-interest rates 
in high-income countries, had not necessarily 
translated into additional growth for African 
countries, she stressed.  

Rwanda's Prime Minister, Edouard Ngirente who 
inaugurated the meeting said that the act of 

borrowing itself is not inherently bad but called 
for ideal debt management. 'Debt can foster 
economic growth, and borrowing responsibly, 
maximising our returns on investments, and 
managing our debts is key to keeping debt levels 
sustainable', he explained.  
Songwe cited estimates suggesting that Africa 

needs $614 billion and $638 billion per year to 
meet its development goals, while for the 
funds needed to implement the 2030 Agenda 
across all low- and lower-middle-income 
countries totals $1.2 trillion per year  

'When you have poor fiscal management, 
increasing the debt threshold is not a solution,' 
she cautioned. Songwe said that the 
conversation about debt should avoid being 

alarmist - but we should look at the two sides of 
the story: those countries already in debt 
distress, and those that are doing well today, 
but at the same time are ratcheting up higher 
levels of debt because of their wishes to reach 
the SDG 2030 Goals.  

To address Africa's financing gap, the recent ECA 
Economic Report on Africa 2019 urges countries 
to adopt appropriate fiscal policies, 
recommending strategies such as improving the 
mobilization of non-tax revenue, leveraging the 
use of information technology and digitization, 
and strengthening policies that tackle tax 

avoidance and tax evasion.  
Central bank Governors meeting in Kigali 
concurred that there is a negative link between 
increasing public debt irresponsibly and 

sustainable growth. They asserted that debt 
repayment could hinder the future ability of 
some governments to fund development of 

expenditure.  
 
2019 - UNECA - United Nations Economic Commission 
for Africa 
©Thomson Reuters 2019. All rights reserved. 
 

 

Nigeria 

Nigeria central bank intervening to 

prop up naira, trader says  

01-Aug-2019  
By Chijioke Ohuocha 
LAGOS, Aug 1 (Reuters) - The Nigerian central 

bank has been intervening in the currency 
market over the past two weeks to keep the 
naira stable as foreign investors took profits 
after yields fell on the local debt market, a 
trader told Reuters. 

The naira was quoted at 362.80 to the dollar on 

the currency market for investors, weaker than 
the level around 361 level where it has traded 
for much of this year, said the dealer, who 
trades currency for the local unit of an 
international bank. 
Pressure has been building on the currency amid 

a dwindling supply of dollars. It now takes more 
than a week to fill customer orders. 
Nigeria operates a multiple exchange rate 
regime. It maintains an official exchange rate 
of 306 naira to the dollar, supported by 
central bank. The traded rate of 362.80 is the 
one widely quoted by foreign investors and 
exporters. 

The central bank does not disclose how many 
dollars it injects into the currency market.  

"We are currently seeing more outflow than 
inflow ... but the central bank has been 
intervening," the trader said. "The moment the 
central bank doesn't provide support, people 
may start to panic."  
Nigeria's central bank has cut back on open 

market auctions to attract foreign investors in its 

bonds, a policy shift aimed at stimulating 
lending to boost an economy stuck with low 
growth after a recent recession.  
The bank auctioned a one-year open-market bill 
last month at around 12%, down from as high 
as 18% a year ago.  

The trader said some offshore clients were 
taking profits and that summer holidays in 
Europe could also account for the low volumes. 
"If local rates were much higher, I don't think 
we would have seen much outflows." 
 
(Reporting by Chijioke Ohuocha, editing by Larry King) 

((chijioke.ohuocha@thomsonreuters.com; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

Fitch downgrades outlook on South 

Africa's credit rating   

26-Jul-2019 18:05:14  
JOHANNESBURG, July 26 (Reuters) - Ratings 

agency Fitch downgraded the outlook for 
South Africa's sub-investment credit rating on 
Friday, citing fiscal pressures including 
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increased support for struggling state firms 
such as the power utility Eskom. 

South Africa's public finances are under huge 
strain as economic growth has proved weaker 

than expected while a handful of state 
companies have needed large government cash 
injections. 
The government this week proposed giving 
Eskom 59 billion rand ($4.1 billion) of additional 

financial support over the next two years, on top 
of an already-promised bailout of 230 billion 
rand spread over the next decade. 
Fitch now rates South Africa's debt at 'BB+', a 
notch below investment grade, with a negative 
outlook. 
The firm said it forecast the consolidated 
general government deficit would widen to 
6.3% of gross domestic product (GDP) in the 
current fiscal year, from 4.2% last year.  

In a statement that also highlighted political 
risks, Fitch said: "Continued infighting within the 

African National Congress is likely to draw 
attention away from policymaking." 
"Downward revisions to GDP growth in 2019 also 

raise new questions about South Africa's GDP 
growth potential," it added. 
The Finance Ministry said it was aware of the 
risk that state firms such as Eskom presented 
and that it was developing a broad strategy for 
Eskom's future. 

Eskom is expected to publish financial results 
next week which will show the extent of the 
crisis at the utility. 
 
($1 = 14.2575 rand) 
(Reporting by Alexander Winning and Mfuneko Toyana 
Editing by Kevin Liffey) 
((alexander.winning@tr.com; +27 11 595 2801)) 
(c) Copyright Thomson Reuters 2019.  
 
 

South Africa's June budget balance 

surplus shrinks year-on-year  

30-Jul-2019  
JOHANNESBURG, July 30 (Reuters) - South 

Africa's June budget balance recorded a 
surplus of 23.6 billion rand ($1.67 billion) 

compared with a 33.8 billion rand surplus in 
the corresponding period last year, Treasury 
data showed on Tuesday. 

The tables below shows revenue and 
expenditure for the third month of the 2019/20 
fiscal year (April to March), compared with the 
previous financial year. 
These are also expressed as a percentage of the 

2019/20 budget and the preliminary outcome for 

2018/19. 
 
($1 = 14.1411 rand) 
(Reporting by Mfuneko Toyana  
Editing by Nqobile Dludla) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

 

South Africa's treasury increases 

weekly bond issuance  

01-Aug-2019  
JOHANNESBURG, Aug 1 (Reuters) - South 

Africa's treasury said on Thursday it would 
increase the amount it raises through weekly 
fixed-rate and inflation-linked bond auctions 
to compensate for lower tax revenues and the 
cost of support for troubled state power utility 
Eskom. 

The National Treasury said that the fixed-rate 
bond auction amount would increase by 1.2 
billion rand ($82.6 million) to 4.5 billion rand, 
effective Aug. 6. The inflation-linked bond 
auction amount would increase by 280 million 
rand to 1.04 billion rand as of Aug. 16. 
Last month Finance Minister Tito Mboweni said 

that South Africa would have to increase weekly 
bond issuance to "levels beyond what we had 

planned" as part of an increase in borrowing to 
make up for the lower tax revenues and higher 
Eskom costs. 
 
($1 = 14.5256 rand) 

(Reporting by Alistair Smout and Emma Rumney; 
Editing by Hugh Lawson) 
(( alistair.smout@thomsonreuters.com ; +44 207 542 
7064; Reuters Messaging: 
alistair.smout.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Zimbabwe 

Zimbabwe central bank holds first 

public T-bill auction in seven years  

31-Jul-2019  
HARARE, July 31 (Reuters) - Zimbabwe's 

central bank on Wednesday sought to raise 30 
million Zimbabwe dollars ($3.27 million) at its 
first public auction of treasury bills since 
2012. 

Between 2013 and last year, the government 
held private auctions for banks and insurance 
firms and used a central bank overdraft facility 
to raise money. It often breached its borrowing 
limit, pushing domestic debt to more than $9 
billion. 
Under a staff-monitored programme with the 

International Monetary Fund, Harare 
promised to limit its reliance on the overdraft 
facility, and Finance Minister Mthuli Ncube 
told business leaders earlier this month that 
the government had not borrowed from the 
central bank this year. 

The Reserve Bank of Zimbabwe invited bids for 
91-day treasury bills worth 30 million Zimbabwe 
dollars, which would be allotted to successful 
bidders on Thursday. 

Ncube, who is set to present a midterm budget 
review on Wednesday, has pledged to lower the 
budget deficit to below 5% of gross domestic 
product this year from 11.7% in 2018. 
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$1 = 9.1856 Zimbabwe dollars 
(Reporting by MacDonald Dzirutwe) 
((macdonald.dzirutwe@thomsonreuters.com; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net
)) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

Bonds still favourite among investors 

with $10.5 bln inflows  

02-Aug-2019  
LONDON, Aug 2 (Reuters) - Investors 

continued to pump in money into bonds in the 
past week, Bank of America Merrill Lynch 

(BAML) said on Friday, as a less-dovish 
guidance by major central banks roiled stock 
markets, prompting a flight to safety. 

Some $10.5 billion flowed into bonds, while $1.7 
billion was pulled out of equities in the week to 
Wednesday, while major central banks showed 
they were intent to ease policies to support the 
weakening global economy. 

The U.S. Federal Reserve cut interest rates in-
line with market expectations on Wednesday but 
poured cold water on market expectations of a 
lengthy easing cycle sending global stocks lower. 
 
(Reporting by Thyagaraju Adinarayan; editing by 
Josephine Mason) 
((thyagaraju.adinarayan@tr.com; +44 20 7542 7015; 
Reuters Messaging: 
thyagaraju.adinarayan.thomsonreuters.com@reuters.n
et; Twitter https://twitter.com/thyagu)) 
(c) Copyright Thomson Reuters 2019. 
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