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ASIA 
 

Bahrein 

S&P says Kingdom of Bahrain outlook 

revised to negative on weakening 

external & fiscal positions  

02-Jun-2017  
June 2 (Reuters) - S&P Global Ratings: 
S&P revises Bahrain sovereign credit outlook 

down to negative from stable. Current rating 
is BB-. 

S&P - Kingdom of Bahrain outlook revised to 
negative on weakening external and fiscal 
positions; 'BB-/B' rating affirmed. 
S&P - Negative outlook reflects view that 
Bahrain's net external asset position could 
weaken to be insufficient to mitigate continuing 

effects of oil price volatility. 
S&P on Bahrain - The financial sector continues 
to exhibit signs of stability, including levels of 
nonresident deposits. 
S&P says expect fiscal deficits will reduce only 
gradually over forecast period and their 
financing will further worsen Bahrain's net 

external asset position. 
S&P says also affirmed 'B' short-term foreign 
and local currency sovereign credit ratings on 
Bahrain and CBB. 
S&P on Bahrain - Bahrain's fiscal imbalances are 
expected to moderate over the forecast, from 

13.5% of GDP in 2016 to 7.5% by 2020. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Bangladesh 

Bangladesh announces $50 billion 

budget to spur economy  

01-Jun-2017  
•Budget 26 percent larger than current year 
•Bangladesh targets economic growth of 7.4 
percent 
•Budget deficit may be 5 percent of GDP 
•Inflation will be 5.5 percent - finance 
minister 

By Serajul Quadir 
DHAKA, June 1 (Reuters) - Bangladesh’s 

finance minister on Thursday announced the 
budget for the next fiscal year would increase 
by a quarter to more than 4 trillion taka ($50 
billion) to help spur on economic growth. 

The budget, for the year July 2017 to June 
2018, is crucial for the government as it looks 
towards the next national election, due before 
the end of 2018. 

―This is the last full budget of our current tenure 
as the general election is scheduled to be held 

next year,‖ Abul Mal Abdul Muhith told 
parliament as he announced the figure, a near 
26 percent rise on current financial year.  
He said the economy would grow at the rate of 
7.4 percent in the coming fiscal year, the 

mailto:Bangalore.newsroom@thomsonreuters.com
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highest in the past four decades, compared with 

7.11 percent during this fiscal year. 

―We will be able to achieve the target by 
increasing domestic and external demands by 
creating more jobs and increasing investment,‖ 
he said. 
―Domestic demand is the principal driving force 
of our GDP growth.‖ 

He said the rate of inflation would come down to 
5.5 percent from 6.10 percent in the past year. 
The budget deficit in the next fiscal year will 
be 1,122.75 billion taka, which is 5 percent of 
GDP. 
"The deficit will increase slightly compared 
with the previous year, due to increased 
allocations for development activities and the 
social security sector," the minister said. 

"It is unlikely to have any negative 
macroeconomic impact due to robust GDP 
growth." 
The deficit will be financed both from domestic 
and external sources, such as borrowing from 
the banking system and from selling savings 
certificates. 

Giving a list of success during the outgoing fiscal 
year, Muhith said that, per provisional estimates 
from the Bangladesh Bureau of Statistics, by the 
end of current fiscal year, the country’s per 
capita income will grow to $1,602 a year. The 
same figure was $543 in the fiscal year 2005-
06. 

During the same period, poverty and extreme 

poverty has been reduced to 23.2 and 12.9 
percent from 38.4 and 24.2 percent 
respectively, he said. Life expectancy had 
increased from 65.4 years in 2006 to almost 72 
years now. 

In order to increase agricultural production, in 
addition to the regular subsidies, Bangladesh is 
providing cash incentives for agricultural 
exports, and a 20 percent rebate is being 
provided on electricity consumed by irrigation 
pumps.  
 
($1 = 80.7400 taka) 
(Reporting by Serajul Quadir; Editing by Alison 
Williams) 
(( serajul.quadir@thomsonreuters.com ; +880 2 
8332062; Reuters Messaging: 
serajul.quadir.thomsonreuters.com@reuters.net )) 
 
 

China 

S&P sees no need for an out-of-

schedule China rating review  

29-May-2017  
•S&P's rating on China one notch above 
Moody's, Fitch 
•Financial instability in China not expected in 
near future - S&P 
•S&P doesn't see need for exceptional 
committee meeting for now 

By Ryan Woo 
BEIJING, May 29 (Reuters) - Standard & Poor's 

is likely to follow its regular ratings review 

schedule for China, and does not see any basis 
at this point for an out-of-schedule committee 

meeting, a senior director at the ratings 
agency told Reuters on Monday. 

Moody's Investors Service last week cut its 
sovereign ratings on China by a notch, putting 
them on par with those of Fitch Ratings. 
That put S&P one step above the two agencies, 
holding an AA- rating with a negative outlook 

that it has maintained since March 2016.  
"I don't think there has been anything that could 
justify the calling of an out-of-schedule 
committee at this point in time, so we are likely 
to follow our regular review pattern," Kim Eng 
Tan, S&P's Asia-Pacific senior director of 
sovereign ratings, said in a phone interview. 

Tan declined to say when the next regular 

review would be. 
Moody's cut China's sovereign ratings to A1, 
saying it expects the financial strength of the 
world's second-largest economy to erode in 
coming years as growth slows and debt 
continues to mount. 

Fitch on Friday maintained its A+ rating on 
China, citing its "strong macroeconomic track 

record", though the agency also noted an 
accompanying build-up of imbalances and 
vulnerabilities. 
But nobody is expecting any form of financial 
instability anytime in the near future, Tan told 
Reuters.  
"Despite the (Moody's) downgrade, all the major 

agencies have really high ratings on China, 
whether it's A+ or AA-, they are both high 
ratings," he said. 
Government-led stimulus has been a key 
driver of China's economic growth in recent 
years. But that has been accompanied by 
credit growth that has created a mountain of 
debt - now at nearly 300 percent of gross 

domestic product (GDP). 

"The key concerns that people have are longer 
term," Tan said. "Because if trends carry on as 
they do, from what we have seen in the past few 
years, then at some point in time, the risk of 
instability will rise to a level that will probably 
justify a further downgrade in the ratings." 

S&P last changed its rating on China in late 

2010, when it upgraded it by one notch. 
FLURRY OF MEASURES 
China has vowed to lower debt levels by 
rolling out steps such as debt-to-equity 
swaps, reforming state-owned enterprises 
(SOEs) and reducing excess industrial 
capacity. 

In recent months, regulators have issued a flurry 

of measures to clamp down on the shadow 
banking sector while the central bank has 
gingerly raised short-term interest rates. 
Tan said the key concern is that China "is relying 
on a source of growth which hasn't been 
sustainable in some other economies and also 

the fact its debt is rising fast."  

"If one day growth slows and there's a whole 
pile of debt to be paid, then obviously the 
stresses are going to be large. But I don't think 
that day is anytime soon."  
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Tan said he expects China's annual economic 

growth to slow to 6 percent in the next few 

years, but still hold above 6 percent for much of 
the next one to two years.  
Moody's expects GDP growth to slow to around 5 
percent in coming years, but says the economy 
will remain robust and the likelihood of a hard 
landing is slim. 

The Chinese government is targeting GDP 
growth of around 6.5 percent this year.  
The economy expanded 6.7 percent in 2016, 
within the government's expectations, though 
the pace was the slowest in a quarter of a 
century. 

The probability of a ratings cut by S&P cannot be 
ruled out after the Moody's downgrade, OCBC 
wrote in a note to clients on Monday.  

But the Singapore bank said China's credit risks 
could be well-contained in the near term by the 
latest wave of new regulations for de-leveraging.  
S&P's Tan said: "What could determine whether 

or not we actually do a downgrade depends on 
firstly the trend of credit growth and the trend of 
economic growth, as well as the composition of 
the drivers of growth. 
"And secondly, how much we think the policy 
changes that we have seen over the past half a 
year or so are likely to lead to better trends for 

both the type of growth we are seeing, as well 
as the strength of credit growth." 
 
(Reporting by Ryan Woo; Editing by Kim Coghill and 
Richard Borsuk) 
(( Ryan.Woo@thomsonreuters.com ; +86-10-6627-
1214; Reuters Messaging: 
ryan.woo.reuters.com@reuters.net )) 
 
 

India 

Banks Buy Net 20.21 Billion Rupees Of 

India Government Bonds Today  

30-May-2017  

By Parnika Sokhi  
NewsRise 

MUMBAI (May 30) -- Foreign banks were the 

largest buyers of Indian government bonds 
today, purchasing a net of 20.21 billion 
rupees, according to Clearing Corp. of India 
data computed by Reuters. 

Private sector banks were the largest sellers of 
bonds with net sale of 13.09 billion rupees, data 

showed. 
Total traded volume in sovereign bonds stood at 
201.87 billion rupees today, lower than 208.40 
billion rupees recorded yesterday. 
Indian bonds were little changed today, with the 
benchmark 6.79% bond maturing in 2027 

settling at 100.92 rupees, yielding 6.66%, 
against 100.87 rupees and 6.67% yield at 

previous close. 
 
By Parnika Sokhi; Parnika.Sokhi@newsrise.org; 91-22-
61353300 
Edited By Debasis Basak 
Send Feedback to feedback@NewsRise.org 

Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Moody's says India would ease debt 

burden if its reforms are successful  

01-Jun-2017  
May 31 (Reuters) -  
Moody's- India's reforms, if successful, would 
ease its debt burden, a key constraint on the 
country's credit profile. 

Moody's- India is implementing number of wide-
ranging reforms that if successful, would 
gradually ease the government's high debt 
burden. 
Moody's on India- Short-term impact of GST 

reforms will be muted, but the long-term 

benefits will include higher productivity growth. 
Moody's on India- FRBM framework offers an 

opportunity to anchor fiscal consolidation by 
setting a medium-term target for the 
country's debt burden. 

Moody's on Indian banking sector- Government 
measures to address high NPAs and 

promulgation of insolvency and bankruptcy code 
2016 are credit positive. 
Moody's on India- Use of information collected 
from demonetization and financial inclusion 
could help broaden tax base by ushering in 
previously unbanked informal sector. 
Moody's on India- Recent expenditure reforms, 

including direct benefits transfer, should improve 

expenditure efficiency. 
Moody's on India- Aadhaar identification system 
can help reduce fiscal leakage. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Indian govt had 348.55 bln rupees 

outstanding loans from RBI in May 26 

week  

02-Jun-2017  
June 2 (Reuters) - The Indian government had 

348.55 billion rupees ($5.41 billion) 
outstanding loans with the central bank under 
ways and means advances in the week ended 
May 26, according to the Reserve Bank of 
India's weekly statistical supplement released 
on Friday. 

The central government had 349.88 billion 
rupees outstanding loans in the week earlier. 

State governments had 10.16 billion rupees 
loans from the RBI in the week ended May 26, 
compared with 16.39 billion rupees in the 
previous week, the release showed. 
 
($1 = 64.4275 Indian rupees) 
(India Headline News Team; +91 80 6749 1310) 
©Thomson Reuters 2017. All rights reserved. 
 
 

Indonesia 

S&P upgrade boosts Indonesia bond 



 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  5 

pipeline  

27-May-2017  
S&P’s decision to award Indonesia 
investment-grade status will trigger a wave of 
inflows into South-East Asia’s largest 
economy and should improve the standing of 
its borrowers in international markets, 
bankers and analysts have said. 

S&P lifted Indonesia’s long-term sovereign rating 

to BBB–, from BB+ late on May 19, with a stable 
outlook. The agency cited the country’s 
improved fiscal situation following a series of 
reforms to cut the deficit as the reason for the 
upgrade. 
The move brings S&P’s country rating in line 
with the two other major credit rating agencies, 

Fitch and Moody’s, which both upgraded the 

sovereign to investment grade more than five 
years ago. 
It is also the first time since the Asian 
financial crisis that Indonesia has been rated 
investment grade by all three major agencies. 

The main stock index in Jakarta rose more than 
3% on the day the upgrade was announced, its 

biggest daily rise for nearly two years. 
Indonesian bonds also rallied with the 10-year 
benchmark government bond yield down 17bp 
to 6.95% after the upgrade. 
Market observers said they expected inflows to 
increase as a number of investors, such as 
Japanese and South Korean institutional 

investors, require issuers to have investment-

grade ratings from all three rating agencies in 
order to allocate funds. 
Several fund managers said that they remained 
bullish on Indonesia, citing the returns available 
in the domestic market, the stabilisation of the 

rupiah and President Joko Widodo’s economic 
reforms. 
―Real rates remain very attractive and we expect 
Indonesia to record a basic balance – current 
account plus foreign direct investment – surplus 
this year, given the favourable sentiment post-
tax amnesty and other reforms, giving us 

comfort to leave the forex exposure unhedged,‖ 
said Neeraj Seth, head of Asian credit at 

BlackRock. 
The chief investment officer of a large 
investment fund said nominal yields close to 7% 
were appealing. 
―There are very few other places where you can 

get anything like that.‖ 
COST OF BORROWING 
While foreign investors hold a large 
proportion of outstanding Indonesian 
government bonds, the share of corporate 
bonds in foreign hands is far smaller. Several 
local fund managers said they expect this to 
change after the upgrade. 

―If foreign investors are looking for yield and 

interested in buying local currency corporate 

bonds, it is a good time to invest,‖ said Asti 
Raniasari, research analyst at Panin Asset 
Management, an Indonesian investment 
management firm. 
According to Danareksa Sekuritas, the 
cumulative total of local corporate bonds that 

are due to mature in 2017 is Rp80.16trn 

(US$60.3bn), which is likely to result in an 

increase in issuance this year. 
Several state-owned enterprises are also looking 
to issue rupiah bonds. Construction company 
Adhi Karya is planning to raise Rp3.5trn in local 
currency bonds, while ports operator Pelindo III 
is raising Rp5.5trn, according to sources. 

Several observers cautioned that the impact of 
the rating upgrade will take a while to become 
clear and there remained a number of issues for 
investors to take into account, such as bond 
liquidity. 
However, most observers said they expect the 

upgrade to result in cheaper funding for 
borrowers in the long term. ―Better credit rating 
usually implies better credit worthiness and 

lower credit risk premium,‖ said Amir 
Dalimunthe, credit analyst at Danareksa 
Sekuritas. 
DOLLAR BONDS 

The upgrade should also provide added support 
for the country’s borrowers in the US dollar bond 
market. 
Indonesia has historically provided a steady 
supply of deals in the international debt 
capital markets, although volumes have 
dropped off the last few years as borrowers 
have turned onshore instead. 

In April, oil and gas producer Saki Energi 

Indonesia ended a two-year hiatus from quasi-
sovereign issuers when it priced a US$625m 

seven-year bond. State-owned electricity 
company PLN followed suit this month with a 
US$2bn dual-tranche deal and there are 
rumours that several other borrowers are 
considering raising funds. 

―What you are going to see is more activity on 
the quasi-sovereign side,‖ said Malcolm Hui, 
head of pan-Asia debt syndicate for Mizuho 
Securities. ―Saki Energi was the most recent 
Indonesian trade we have been on, and certainly 
more names have been rumoured to be 

assessing global funding options. That is 
certainly something you will see more of going 
forward, boosted by this upgrade.‖ 
The upgrade also coincides with government 

plans to break up SOEs into holding companies 
in six different sectors, which is expected to 
increase demand for financing. 

―If you look at Indonesia two years ago, a lot of 
the SOEs didn’t access the international bond 
markets as their funding needs were largely 
taken care of already,‖ said Ranju Parambi, head 
of DCM for South-East Asia at UBS. 
―The government is now implementing its 
infrastructure programme and you have the SOE 

reforms ongoing, so I wouldn’t be surprised if 
more issuers come back to the market shortly.‖ 
Moody’s rates Indonesia’s government as Baa3 
and changed its outlook to positive from stable 

in February. Fitch gives Indonesia a rating of 
BBB– and changed the outlook to positive in 

December. 
S&P raised the rating of seven Indonesian 
companies to investment grade following the 
sovereign upgrade, citing the sensitivity of these 
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entities to the sovereign. These were Pertamina, 

Pelindo II, Pelindo III, PGN, Saka Energi, 

Telkomsel and Astra International. S&P has 
given all seven a stable outlook bar Pelindo III, 
which is negative. 
 
Krishna Merchant, 
Thomas Blott 
©Thomson Reuters 2017. All rights reserved. 
 
 

Indonesia sells 4.08 trln rupiah of 

Islamic bonds, below target  

30-May-2017  
JAKARTA, May 30 (Reuters) - Indonesia's 

finance ministry sold 4.08 trillion rupiah 
($306.31 million) of Islamic bonds at an 
auction, below the indicative target of 5 
trillion rupiah, its financing and risk 
management office said on Tuesday. 

The weighted average yield for Islamic T-bills 
maturing in December 2017 was 5.35313 
percent. 
The project-based sukuk maturing in May 2019 

had a weighted average yield of 6.83962 
percent, lower than 6.98620 percent at the last 
auction on May 16. 
The weighted average yield for project-based 
sukuk maturing in May 2021 was 7.05961 
percent.  
The project-based sukuk maturing in August 

2023 had a weighted average yield of 7.24977 

percent, lower than the previous auction's 
7.35985 percent. 
The project-based sukuk maturing in November 
2031 had a weighted average yield of 7.87946 
percent, below the last auction's 7.99133 
percent. 

The highest bid-to-cover ratio was 6.16 for the 
project-based sukuk maturing in May 2019. 
Total incoming bids on Tuesday were 11.07 
trillion rupiah, slightly higher than the previous 
auction's 10.99 trillion rupiah. 
 
($1 = 13,320 rupiah) 
(Reporting by Nilufar Rizki; Editing by Subhranshu 
Sahu) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 

Indonesia raises 100 bln yen in 

Samurai bonds  

31-May-2017  
•Indonesia raises 100 bln yen in bond 
•Coupon lower than previous sale in private 
placement 
•Deal was "extremely well received" - finance 
ministry 

JAKARTA, May 31 (Reuters) - The Indonesian 

government raised 100 billion yen ($902.53 
million) through Samurai bonds, the first time 
it has done so in a public sale, the finance 
ministry said on Wednesday.  

The government sold the bonds in three-, five- 
and seven-year maturities with coupon rates of 
0.65 percent, 0.89 percent and 1.04 percent, 

respectively, it said in a statement.  

Indonesia sold the same amount of yen-

denominated bonds in a private placement last 
year. The 3-year tranche was sold with a 0.83 
percent coupon and the 5-year bonds at 1.16 
percent. 
The government issued 7-year Samurai bonds 
for the first time this year. 

"The deal was extremely well received across 
the investor spectrum, including the 
participation of new investors such as asset 
management and pension funds," the finance 
ministry said in the statement. 
The sale attracted nearly double the amount of 

bids, compared with the 2016 sale, it added. 
Earlier this month, Standard & Poor's (S&P) 
upgraded Indonesia's sovereign ratings to 

investment grade. More that five year earlier, 
the other two main rating agencies Fitch Ratings 
and Moody's Investors Service, awarded 
Indonesia investment grade status. 

 
($1 = 110.80 yen) 
(Reporting by Gayatri Suroyo and Fransiska Nangoy; 
Editing by Jacqueline Wong) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Maldives 

Maldives mandates for potential US 

dollar bond debut  

30-May-2017  
By Carol Chan 
HONG KONG, May 30 (IFR) - The Ministry of 

Finance and Treasury on behalf of the 

Government of the Republic of Maldives 
mandated Bocom International as sole global 
coordinator for investor calls today. 

A Reg S offering of US dollar notes may follow, 
subject to market conditions. 
The Maldives is rated B2/B+ (Moody's/Fitch) and 
the bonds are expected to be rated the same. 
This would be its debut offshore issue. 

 
(Reporting by Carol Chan; editing by Daniel Stanton) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
 
 

Fitch Rates Maldives' USD Bonds 

'B+(EXP)'  

30-May-2017  
HONG KONG, May 30 (Fitch) Fitch Ratings has 

assigned The Republic of Maldives' 
forthcoming US dollar-denominated bonds an 
expected rating of 'B+(EXP)'. 

KEY RATING DRIVERS 
The expected rating is in line with the Maldives' 

Long-Term Foreign-Currency Issuer Default 
Rating (IDR) of 'B+' with a Stable Outlook. 
RATING SENSITIVITIES 
The rating would be sensitive to any changes in 

mailto:daniel.stanton@thomsonreuters.com
rm://daniel.stanton.thomsonreuters.com@reuters.net/
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the Maldives' Long-Term Foreign-Currency IDR. 

Fitch assigned the Maldives a Long-Term 

Foreign-Currency IDR of 'B+' with a Stable 
Outlook in May 2017. The Long-Term Local-
Currency IDR is also 'B+'. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Moody's assigns provisional (P)B2 

rating to Maldives' senior unsecured 

notes  

31-May-2017  
May 31 (Reuters) -  
Moody's assigns provisional (P)B2 rating to 
Maldives' senior unsecured notes. 

Moody's on Maldives - Rating reflects our 
assessment of low economic, government 
financial and institutional strengths. 
Moody's on Maldives - Rating reflects moderate 

susceptibility to event risk. 
Moody's- Senior unsecured notes will rank pari 
passu with all of the Republic of Maldives' 
current and future senior unsecured external 
debt. 
Moody's on Maldives- Banking system is liquid 
and well-capitalized, therefore assess the 

maldives' banking sector risk as 'very low. 

Moody's - Adjusts Maldives' fiscal strength score 
to 'low (+)' from 'moderate' to reflect risks 
surrounding the 2017 revenue measures. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Malaysia 

Ringgit bonds in for record year  

27-May-2017  
A sustained recovery in Malaysia’s economy is 

driving the ringgit bond market to new 
heights, as borrowers look to capitalise on a 
rally in government bond yields and a rebound 
in foreign investment. 

Ringgit offerings since the start of 2017 have hit 
a record-busting M$37bn (US$8.6bn), smashing 
the M$27bn sold during the same period last 
year. 

The latest boost came from DanaInfra Nasional’s 
M$4.5bn bond issue on May 17, and bankers 
expect more deals to add to the total. 
―Based on the pipeline for this couple of months, 
I think we could be set for a record volume this 
year,‖ said one debt syndicate banker. 
The issuance count does not include M$2.1bn 

Islamic bonds from Pengurusan Aset Air late last 
week, a M$1.2bn transaction for Bank 

Kerjasama Rakyat and a M$500m trade for 
Putrajaya the previous week. 
The pipeline includes a subordinated Tier 2 debt 
issue from RHB Bank in the near future. Over 
the medium term, bankers are expecting deal 

launches from the Selangor State Development, 

also known as PKNS, and Malaysian Resources. 

Elsewhere, property company Sunway has also 
registered a M$10bn Islamic programme with 
the Securities Commission, while FGV, formerly 
known as Felda Global Ventures, is targeting a 
M$1.5bn sukuk. 
―Corporates are pushing out to lock in current 

rates amid talk about hikes in the US Federal 
Reserve benchmark rates,‖ said the debt 
syndicate banker. 
―It is now a conducive environment – political 
uncertainties have been removed, and last 
year’s noise about 1MDB has died down this 

year as it has addressed its debt burdens.‖ 
The 1MDB controversy, which found the 
sovereign wealth fund at the centre of several 

international money-laundering probes, raised 
political risk over the last two years. Prime 
Minister Najib Razak, however, not only survived 
the scandal, but has since solidified his control 

over the UMNO ruling party. 
A lift in economic prospects has also buttressed 
Najib’s position. Real GDP in the first quarter 
confounded analysts with 5.6% year-on-year 
growth, improving from a 4.5% expansion in the 
fourth quarter of 2016. Analysts have raised 
their full-year forecasts as a result, with 

Maybank IB Research projecting 5.1% growth 
this year, far higher than its previous estimate 
of 4.4%. 
FOREIGN CONFIDENCE 
Foreign-investor confidence is also on the 
rise. Malaysian bonds registered net foreign 
fund inflows of M$6.8bn – mainly in 
government debt – in April, breaking a five-

month period of consecutive outflows. At the 
end of April, non-residents held 25.3% of the 
government bond market. 

A better bid-to-cover ratio of 2x was recorded 
for government bonds in April, compared with 
1.538x in March, according to Bank Negara 
Malaysia. 
Government bond yields have fallen sharply 

across the curve on increased demand. The five-
year MGS yield was 3.55% on May 23, 25bp 
down from 3.8% at the start of April. The 10-

year yield fell 28bp to 3.86%, making it cheaper 
for issuers to raise funds. 
―The market is very hungry for bonds,‖ said an 
investor with an insurance company. 

―Those investors who missed the strong rallies in 
the MGS are now rushing for corporate bonds, 
which have so far lagged the MGS rally.‖ 
With political clouds clearing and the economy 
back on an even keel, there is widespread talk 
that Najib could call a general election soon 

before the August 2018 deadline. The last 
election in 2013 froze the bond market for 
weeks, and a similar thing could shorten the 
issuance window for borrowers. 

In the past few weeks, these factors have 
encouraged the emergence of issuers, including 
DanaInfra, which raised M$4.5bn in this year’s 

largest bonds so far. 
Bankers said bonds sold to date were either 
government-guaranteed notes from quasi-

mailto:wailun.wan@fitchratings.com
http://www.fitchratings.com/
mailto:Bangalore.newsroom@thomsonreuters.com
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government agencies, or high-grade credits, 

such as CIMB Bank, Genting and YTL Power. 

This leaves room for more fundraisings from the 
infrastructure sector later in the year. Last 
year’s anticipated M$10bn financing for the first 
phase of the Pan-Borneo highway did not take 
place, and could be pushed to this year instead. 
 
Ringgit bonds in for record year 
http://www.IFRAsia.com/pictures/web/k/d/f/03_parish
ilton_web.jpg 
©Thomson Reuters 2017. All rights reserved. 
 
 

Mongolia 

Fitch: Mongolia's IMF Programme 

Staves Off Financing Risks  

29-May-2017  
HONG KONG/SINGAPORE, May 28 (Fitch) The 

IMF's approval of a financing arrangement for 
Mongolia reduces the country's external 
financing risks and should put the economy on 

a more stable footing, says Fitch Ratings. The 
IMF programme will also promote sustainable 
fiscal policies, which could support Mongolia's 
credit profile over the medium term. However, 
there will be implementation challenges in 
meeting budget targets and medium-term 
debt sustainability is highly dependent on the 
success of large mining projects. 

The refinancing of USD580 million in 
government-guaranteed bonds in March has 

already demonstrated an improvement in 
Mongolia's access to international financial 
markets since a staff-level IMF agreement was 
reached in February. The IMF-led financing 
package itself will total around USD5.5 billion, 
including USD434 million under a three-year 
External Fund Facility, around USD3 billion from 

multilateral and bilateral partners, and an 
extension of the CNY15 billion (USD2.2 billion) 
swap line with the People's Bank of China. The 
high likelihood of IMF support was factored into 
our decision to affirm Mongolia's sovereign 
rating at 'B-'/Stable in February 2017. 

The support package and stronger market 

confidence should ensure that Mongolia can 
meet its external obligations over the next few 
years, and should support greater stability of the 
Mongolian tugrik, which depreciated by 20% 
against the US dollar in 2016. The partial 
recovery in commodity prices has also relieved 

some pressures - commodities account for 
around three-quarters of Mongolia's exports and 
mining activity represents about 20% of GDP. 
Overall, the near-term risk of default has fallen 
sharply from last year. 
The IMF programme's conditions include 
commitments to financial-sector reform, a 

strengthening of central-bank governance and 

exchange-rate flexibility. Fiscal consolidation is 
also a key component. The budget deficit 

surged to 17% of GDP in 2016 from 8.5% in 
2015, and Fitch estimates that general 
government debt rose sharply to around 92% 

of GDP at end-2016, well above previous 

limits set in a Fiscal Stability Law. The 

government is now targeting a budget deficit of 

about 10% in 2017 and aims to reduce this to 
below 7% by 2019 under its new medium-term 
budget framework. 
A poor track record in hitting fiscal targets in 
recent years suggests there is a risk of some 

slippage. Nevertheless, we expect a significant 
reduction in the deficit over the next two years, 
given ongoing collaboration with the IMF and a 
desire to avoid a resurgence of market pressures 
ahead of future refinancing exercises. Failure to 
make meaningful progress on fiscal 
consolidation would undermine the recent 

improvement in market sentiment and expose 
the country again to refinancing risks, 

particularly since a considerable proportion of 
government borrowings is now in the form of 
marketable external debt. 
Fiscal consolidation is likely to act as a 
headwind to economic growth in the short 

term, but medium-term prospects are much 
stronger, owing to the second phase of the 
Oyu Tolgoi (OT2) underground copper mine 
and other natural resources projects, such as 

the Tavan Tolgoi coal mine. We expect real 
GDP growth to pick up to 8.0% by 2019, from 
just 1% in 2016. Stronger growth should 
support medium-term debt sustainability, with 
general government debt likely to stabilise next 

year - albeit at around 94% of GDP based on 

Fitch estimates, well above the 51% median for 
'B' rated countries. A substantial increase in 
export revenue generated by OT2 and other 
projects should also guard against a return of 
external finance pressure beyond the time-frame 

of the IMF programme. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

Saudi Arabia 

Saudi foreign assets keep falling in 

April amid heavy overseas borrowing  

28-May-2017  
By Andrew Torchia 
DUBAI, May 28 (Reuters) - The Saudi Arabian 

central bank's foreign assets fell in April as 
the government borrowed heavily abroad, 
according to official data that suggested 
Riyadh was bringing money into the country 
to refill state coffers depleted by low oil 
prices. 

Net foreign assets at the central bank shrank by 
$8.5 billion from the previous month to $492.9 
billion in April, reaching their lowest level since 

2011, central bank figures showed on Sunday. 
They fell 13.9 percent from a year earlier. 
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The government has been drawing down the 

assets, which hit a record high of $737 billion in 

August 2014, to cover a huge budget deficit 
caused by cheap oil. It has also coped with the 
deficit by borrowing abroad; last month it raised 
$9 billion with an international issue of Islamic 
bonds. 
Monica Malik, chief economist at Abu Dhabi 

Commercial Bank, said the government 
appeared to have deposited much of the 
proceeds of the bond issue in its current account 
with the central bank and with Saudi commercial 
banks. 
The current account expanded by $1.6 billion 

from the previous month to $11.9 billion in April, 
while government entities' deposits in 
commercial banks grew by about $3 billion. That 

left several billion dollars of bond proceeds 
whose use was not immediately clear, Malik 
said. 
"The fact that reserves continued to fall 
despite the raising of $9 billion continues to 

imply a lot of government spending, but we 
aren't seeing meaningful signs of it in the 
Saudi economy," she said. 

Some analysts have speculated that Riyadh may 
be conducting substantial amounts of off-
balance sheet spending, perhaps to settle 
obligations abroad. 
The central bank data continued to show a weak 

business climate in the Saudi economy, with 
bank lending to the private sector falling 0.3 

percent from a year earlier in April. 
It was only the second time in 11 years that 
bank lending shrank; the first time was in March 
this year, when it declined 0.1 percent. 
 
(Reporting by Andrew Torchia; Editing by Stephen 
Powell) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 

EUROPE 

 

Albania 

Albania to offer 8.2 bln leks (61 mln 

euro) in 1-yr T-bills on June 6  

29-May-2017  
TIRANA (Albania), May 29 (See News) - Albania 

will offer 8.2 billion leks ($68.3 million/61 
million euro) in one-year Treasury bills at an 
auction on June 6, according to a notice 
posted on the website of the central bank. 

At the previous similar auction held on May 23, 
the finance ministry raised 9.7 billion leks in 
one-year government securities, in line with its 

target, as the average weighted yield of the 

issue edged up to 2% from 1.95% previously. 
 
(1 euro = 134.382 leks) 
Copyright 2017 See News. All rights reserved. 
 

 

Bosnia 

Bosnia's Federation to offer 15.3 mln 

euro in 6-mo T-bills on June 6  

29-May-2017  
SARAJEVO (Bosnia and Herzegovina), May 29 
(See News) – Bosnia's Muslim-Croat 

Federation plans to offer 30 million marka 
($17.1 million/15.3 million euro) in six-month 
Treasury bills on June 6, the finance ministry 
said on Monday. 

The par value of the government paper to be 

offered is 10,000 marka apiece, the finance 
ministry said in a notice posted on the Sarajevo 
bourse. 

The Treasury bills will mature on December 6. 
The Federation raised 20 million marka at its last 
6-mont bill auction held on May 23, with a yield 
of 0.26%, down from 1.0% achieved at the 

previous auction of six-month T-bills held on 
December 22. 
The Federation is one of two autonomous 
entities forming Bosnia and Herzegovina. The 
other one is the Serb Republic. 
 
(1 euro=1.95583 Bosnian marka) 

Copyright 2017 SeeNews. All rights reserved. 
 
 

Bosnia's Serb Republic to sell 12.8 mln 

euro of 10-yr T-bonds  

02-Jun-2017  

BANJA LUKA (Bosnia and Herzegovina), June 2 
(See News) – Bosnia’s Serb Republic will offer 

25 million marka ($14.3 million/12.8 million 
euro) of 10-year Treasury bonds on the Banja 
Luka bourse on June 19, the finance ministry 
said on Friday. 

The par value of the government paper is 1,000 
marka apiece, the finance ministry said in a 
bourse filing. The issue matures on June 21, 

2027. 
The interest rate on the government paper is 
fixed at 4.5% per annum. 

The proceeds from the bond issue will be used to 
finance budget expenditures in 2017. 
The Serb Republic raised a total of 58.7 million 

marka in a two-day auction of ten-year Treasury 
bonds in June last year, at a yield of 4.999%. 
The Serb Republic is one of two autonomous 
entities forming Bosnia and Herzegovina. The 
other one is the Federation. 
Bosnian entities have been struggling to 
maintain liquidity after the International 

Monetary Fund said in April it expects a 
significant delay in the completion of the first 
review under its current three-year loan deal 
with the country due to unfulfilled reforms. 

 
(1 euro=1.95583 Bosnian marka) 
Copyright 2017 SeeNews. All rights reserved. 
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Bulgaria 

Moody's affirms Bulgaria's Baa2 issuer 

rating, outlook stable  

29-May-2017  
SOFIA (Bulgaria), May 29 (See News) - Moody's 

Investors Service said it affirmed Bulgaria's 
Baa2 long term issuer rating, on the back of 
country's resilient economy and robust 
medium-term growth prospects, supported by 
predictable macroeconomic policies. 

"Bulgaria's long-term local currency bond and 
deposit ceilings remain unchanged at A3, and 

the foreign currency bond and deposit ceilings 
remain also unchanged at A3 and Baa2, 

respectively. The short-term foreign currency 
bond and deposit ceilings are also unaffected by 
this rating action and remain at Prime-2," the 
rating agency said in the statement late on 

Friday. 
Moody's also affirmed Bulgaria's Baa2 senior 
unsecured rating and the (P)Baa2 long term 
senior unsecured MTN program rating adding 
that the country's outlook remains stable. 
Among the drivers of rating's affirmation were 
the government's strong balance sheet with a 
low and declining debt level and country's 

structural challenges, including adverse 
demographic developments and a pronounced 
skill mismatch, Moody's noted. 

Moody's also said in the statement: 
"RATINGS RATIONALE 
FIRST DRIVER: Bulgaria's resilient economy and 
robust medium term growth prospects, 
supported by predictable macroeconomic policies 

The first driver of the affirmation of Bulgaria's 
Baa2 rating with a stable outlook relates to the 
country's resilient economy and robust medium 
term growth prospects, supported by predictable 
macroeconomic policies. The Bulgarian economy 
has experienced a steady recovery over the past 
two years, with real GDP growth accelerating to 

3.6% and 3.4% in 2015 and 2016, respectively. 
The growth recovery is broad based with private 

consumption strengthening and net exports 
rising on the back of improved external demand 
and improved competitiveness. On the 
production side, the key sectors driving 
Bulgaria's strong growth momentum include 

manufacturing, real estate and trade services 
sectors. 
Looking ahead, Moody's expects the country's 
growth performance will continue to benefit from 
the improved labour market conditions, as 
wages rise faster than inflation. Moreover, 

Moody's expects domestic demand to be 
additionally strengthened by credit expansion, 
given a confidence boost from the central bank's 
asset quality review and a stress test completed 

in August 2016. Lending has already resumed, 
with private credit growth picking up from 
negative territory to 1.5% year-on-year in 

December 2016 after almost two years of 
contraction and Moody's expects this upward 

trend to continue in the year ahead. Additionally, 

Moody's expects investment to resume its 

positive contribution to growth owing to greater 
absorption of EU funds. Overall, Moody's 
forecasts real GDP growth of 2.9% in 2017 and 
2018. 
Bulgaria's macroeconomic performance is 
underpinned by the strong broad-based support 

within Bulgaria for its Currency Board 
Arrangement (CBA), which continues to be a 
crucial factor in anchoring the country's 
macroeconomic policies. The credibility of the 
CBA is further bolstered by the central bank's 
continued reserve accumulation which has 

helped to maintain foreign exchange reserves 
coverage of total monetary liabilities above 
150%, significantly higher than in other 

countries with currency board arrangements. 
SECOND DRIVER: The government's strong 
balance sheet with low and declining debt 
levels and sizeable fiscal reserves 
The second driver of today's rating action is 
based on the government's strong balance 

sheet with low and declining debt levels, as 

well as sizeable fiscal reserves. Bulgaria has 
made significant progress in restoring its fiscal 
position. Preliminary data for 2016 show a fiscal 
surplus of 1.6% of GDP on a cash basis and a 
balanced budget in ESA 2010 terms, 
representing a sharp fiscal consolidation since 

2014 when the cash deficit was -3.7% of GDP 
and the deficit on ESA terms was -5.5% of GDP. 

The 2016 fiscal over-performance compared to 
the government's forecasts, reflects higher-
than-expected growth and revenue collection 
and under-execution of capital expenditures, the 
latter owing to low absorption of EU funds. 

In 2017, Moody's expects a fiscal deficit of 0.6% 
of GDP, reflecting an increase in both revenues—
in line with our expectation for continued growth 
momentum—and expenditures as greater 
absorption of EU funds supports increased 
capital expenditures. Overall, Moody's projects 
the fiscal deficit to remain narrow, comfortably 

reaching the authorities' target of fiscal balance 
by 2020. 
Moody's also projects a decline in Bulgaria's 
general government debt-to-GDP ratio to 23% 
of GDP by 2020, from a peak of 29.5% of GDP 
in 2016. Moreover, Bulgaria's debt ratio is 
significantly below the median debt ratio for 
Baa2 rated peers (46%). And Bulgaria's debt 
affordability metrics are also significantly 

lower when compared to the EU average and 
Baa2 rated peers --interest payments as a 
share of total government revenue were 2.2% 
in 2016, compared to 4.9% and 8.7% median 
for EU- and Baa2-rated peers. 

Bulgaria also has sizeable fiscal reserves, which 
have doubled from BGN 5.9 billion (7.1% of GDP 
or EUR 3 billion) at the beginning of 2014 to 
BGN 12.9 billion (13.9% of GDP or EUR 6.7 

billion) at end-2016. As a result, in recent 

years the government's net debt ratio has 
risen at a slower pace than its gross debt 
ratio, and its net debt ratio stood at 15.6% in 
2016. 

THIRD DRIVER: Bulgaria's structural 
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challenges, including adverse demographic 

developments and a pronounced skills mismatch 

The third driver of the affirmation of the Baa2 
rating with stable outlook relates to Bulgaria's 
structural challenges, particularly an ageing 
population, emigration and skills mismatch of 
the workforce which constrain the labour supply 
and weigh on the economy's longer-term 

potential growth outlook. 
Bulgaria's population has declined by an average 
of 0.8% annually over the past two decades 
mainly due to emigration and declining fertility 
rates. According to the European Commission 
(EC), these trends will cause Bulgaria's old age 

dependency ratio to increase from 46% in 2013 
to 55% by 2030, one of the highest among 
European countries. Bulgaria also has a 

relatively high dispersion of employment and 
unemployment rates across skill levels compared 
to other European countries pointing to a higher 
skills mismatch of the labour force, an additional 

constraint on the country's falling labour supply. 
As a result of the aging population and the 
increasing life expectancy, Moody's expects 
potential growth will in the absence of significant 
structural reforms gradually decline alongside 
the decline in labour supply over the coming 
years. Without additional reforms, the fiscal 

pressure on the pension system will increase in 
the long run, absorbing the gains from recent 
pension reforms. While these challenges are 
likely to weigh on Bulgaria's growth potential 

and long term fiscal sustainability, Moody's 
views their impact on near term credit metrics 

as fairly limited. 
WHAT COULD CHANGE THE RATING - UP 
Upward rating pressure would be likely should 
fiscal consolidation resume at a significantly 
faster pace bringing government debt levels 

closer to pre-crisis levels. The passage and 
implementation of structural reforms targeting 
Bulgaria's structural constraints and raising 

potential output levels could also exert upward 
pressure on Bulgaria's government bond rating. 
WHAT COULD CHANGE THE RATING - DOWN 
A downgrade could be triggered in case of (1) 

renewed political volatility which interferes with 
policy making and undermines the government's 
commitment to stable macroeconomic policies; 

and (2) although unlikely given regulatory 
reforms, renewed stress in the banking system; 
and (3) signs of a reversal in the authorities' 
commitment to containing budget deficits and 
the public debt stock. 
GDP per capita (PPP basis, US$): 20,327 (2016 
Actual) (also known as Per Capita Income) 

Real GDP growth (% change): 3.4% (2016 
Actual) (also known as GDP Growth) 
Inflation Rate (CPI, % change Dec/Dec): -0.5% 
(2016 Actual) 
Gen. Gov. Financial Balance/GDP: 0% (2016 

Actual) (also known as Fiscal Balance) 

Current Account Balance/GDP: 4.3% (2016 
Actual) (also known as External Balance) 
External debt/GDP: 74.2% (2015 Actual) 
Level of economic development: Moderate level 

of economic resilience 

Default history: No default events (on bonds or 

loans) have been recorded since 1983. 
On 24 May 2017, a rating committee was called 
to discuss the rating of the Bulgaria, 
Government of. The main points raised during 
the discussion were: The issuer's economic 
fundamentals, including its economic strength, 

have not materially changed. The issuer's 
institutional strength/ framework, have not 
materially changed. The issuer's fiscal or 
financial strength, including its debt profile, has 
not materially changed." 
 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bulgaria sees fiscal surplus rising to 

1.7 pct of GDP at end-May  

31-May-2017  

SOFIA, May 31 (Reuters) - Bulgaria expects a 

fiscal surplus of 1.7 percent of gross domestic 
product at the end of May, compared with a 
surplus of 3.1 percent in the same period last 
year, the finance ministry said on Wednesday. 
Improved tax collection lifted the surplus to 1.6 
percent of GDP in the first four months of the 
year, putting it in line with government 
projections that the country is likely to end the 

year with a smaller deficit than the targeted 1.4 
percent. 

Bulgaria ended 2016 with a surplus of 1.6 
percent after initially targeting a deficit of 2.0 
percent, mainly due to delays in administering 
EU-backed projects, which reduced capital 

spending, while economic growth exceeded 
forecasts. 
Government revenue at the end of April rose 6.8 
percent from a year before to 12 billion levs 
($6.90 billion). Spending rose 10.4 billion levs 
from 9.8 billion a year ago, finance ministry data 
showed. 

Fiscal reserves held under a currency regime 
pegging the lev to the euro stood at 13.2 billion 
levs at the end of April. 
Bulgaria's economy will grow by 3.3-3.5 percent 

this year, up from a previous forecast of 3 
percent, Finance Minister Vladislav Goranov said 
on the first day after taking the post four weeks 

ago. 
 
($1 = 1.7400 leva) 
(Reporting by Angel Krasimirov; Editing by Stephen 
Powell) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510; )) 
 
 

Fitch Revises Bulgaria's Outlook to 

Positive; Affirms IDR at 'BBB-'  

02-Jun-2017  
LONDON, June 02 (Fitch) Fitch Ratings has 

revised Bulgaria's Outlook to Positive from 
Stable while affirming the sovereign's Long-
Term Foreign and Local Currency Issuer 

Default Ratings (IDRs) at 'BBB-'. The issue 

mailto:angel.krasimirov@thomsonreuters.com
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ratings on Bulgaria's senior unsecured foreign 

and local currency bonds have also been 

affirmed at 'BBB-'. The Country Ceiling has been 
affirmed at 'BBB+'. The Short-Term Foreign and 
Local Currency IDRs have been affirmed at 'F3'. 
KEY RATING DRIVERS 
The revision of the Outlook to Positive reflects 
the following key rating drivers and their relative 

weights:- 
High 
-Bulgaria's external metrics have improved 
markedly. A prolonged and steady deleveraging 
and positive current account trends helped 
Bulgaria turn into a small net external creditor to 

the tune of 1.6% of GDP in 2016. This compares 
with the 0.5% of GDP median net debtor 
position of its 'BBB' peers, and demonstrates a 

strong adjustment from a peak net debtor 
position of 45.2% in 2009. 
-In 2016, Bulgaria recorded a current account 
surplus of 4.2% of GDP, outperforming the 

median 1.5% deficit of its 'BBB' peers, and 
above the five-year average of 0.9% of GDP. 
Gains in export performance and competiveness 
are set to underpin current account surpluses 
forecast by Fitch at an average of 3% for 2017-
2019. The improvement in external finances is 
bolstered by foreign reserves covering 8.7 

months of current external receipts (BBB median 
6.6 months), which provide strong support to 
Bulgaria's long-standing and credible currency 
board regime. 

Medium 
-Bulgaria's public finances compare 

favourably with 'BBB' peers. Fitch forecasts a 
fiscal deficit of 0.6% of GDP in 2017, well 
below the projected 'BBB' median (2.4% of 
GDP). Fitch expects public debt will decline to 
26.7% of GDP in 2017, below rated peers 
(40.9% of GDP), due to the repayment of a 
pre-financed bond. Public debt sustainability 
is supported by a low share of interest 
payments to revenue (2.3%, 2016) and a long 
average residual debt maturity. 

-GDP growth has strengthened. After average 

growth of 1% over 2010-14, real GDP 
accelerated to 3.5% in 2015-16. Fitch forecasts 

Bulgaria's economy to grow 3% in 2017-18, in 
line with the five-year median growth of its 'BBB' 
peers. Risks to the growth outlook are balanced 
and highly dependent on both private and public 
sector investment activity. Higher growth can 

come from higher-than-forecast public 
expenditure of EU structural funds and/or a 
sustained resumption of credit growth. An 
underperformance of both factors would risk 
lower economic growth. 
-Fitch views the domestic banking sector as a 
lower probability of risk as a contingent liability 

on the sovereign's balance sheet, following the 
results of a sector-wide asset quality review 

(AQR) published in August 2016. However, 
shortcomings have been identified in the latest 
published IMF Financial Sector Assessment 
(FSAP), which called for a strengthening of 

supervision and governance, a more robust 
financial safety net for times of crisis 

management, as well as a resolution of the high 

level of non-performing loans (NPLs) in the 

sector. 
Bulgaria's 'BBB-' IDRs also reflect the following 
key rating drivers:- 
-The appointment of a new government in early 
May offers economic and fiscal policy continuity. 
Prime Minister Boyko Borissov of the centre-

right GERB party with its junior coalition partner 
nationalists United Patriots replaces the former 
GERB-Reformist Bloc cabinet, and will have the 
task of preparing Bulgaria for its EU Presidency 
in 2H18. A history of unstable governments 
means the stability of a GERB-United Patriots 

coalition is not guaranteed. While there is broad-
based political commitment towards pro-EU 
policies, a changeable political environment can 

disrupt effective policy-setting - the latest 
example being related to changes in budgetary 
measures. World Bank governance indicators are 
in line with the peer median. 

-Bulgaria's GDP per capita is below the median 
level of 'BBB' peers and higher rated sovereigns. 
Progress in income convergence will depend on 
how effective authorities push ahead structural 
reform, where labour market rigidities remain a 
key challenge against worsening demographics. 
SOVEREIGN RATING MODEL (SRM) and 

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

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final the 

Long-Term Foreign Currency IDR by applying its 
QO, relative to rated peers, as follows: 
-Macroeconomics: -1 notch, to reflect Fitch's 
view that sustained and higher potential growth 
is limited by lack of progress on reforms to 
address the economy's structural bottlenecks. 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three year-centred averages, 
including one year of forecasts, to produce a 
score equivalent to a the Long-Term Foreign 
Currency FC IDR. Fitch's QO is a forward-looking 

qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 

rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, could lead to an upgrade are: 

-Stronger potential GDP growth and progressive 
convergence towards peer income levels; 
-Higher economic growth without the re-
emergence of external imbalances; 
-Fiscal stability supporting the sustainability 

of public debt. 

The Rating Outlook is Positive. Consequently, 

Fitch's sensitivity analysis does not currently 

anticipate developments with a high likelihood of 
leading to a negative rating change. However, 
future developments that could individually, or 
collectively, result in the Outlook being revised 
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to Stable include: 

-Larger fiscal deficits that result in a rapid 

deterioration of the public debt trajectory; 

-Materialisation of contingent liabilities on the 
sovereign's balance sheet; for example, from 
state-owned enterprises. 
KEY ASSUMPTIONS 
Fitch assumes the Bulgarian authorities will 

maintain continuity in economic and fiscal policy. 
The global economy performs in line with Fitch's 
Global Economic Outlook. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

S&P upgrades Bulgaria's outlook to 

positive  

02-Jun-2017  
SOFIA, June 2 (Reuters) - Ratings agency 

Standard & Poor's upgraded the outlook on 
Bulgaria's sovereign credit rating to positive 

from stable on Friday, mainly due to the 
Balkan country's recovering economy and 
solid fiscal performance. 

S&P affirmed Bulgaria's long-term sovereign 
credit rating at BB+, one notch below 
investment grade, but said it could also be 
upgraded over the next 12 months if Sofia kept 

reducing its macroeconomic vulnerabilities and 

acted to further decrease the level of non-
performing loans. 
"The outlook revision reflects our expectation 
that Bulgaria's fiscal and external metrics will 
continue to improve and that the authorities will 
take further steps to strengthen Bulgaria's 
financial sector," it said in a statement. 
Another upgrade trigger could be Bulgaria's 
admission into the European Union's 
exchange rate mechanism (ERM-2), commonly 
known as the euro's waiting room, the agency 
said, noting that political hurdles to the 
process were still high.  

"We might also raise the rating if Bulgaria was 

granted entrance to the ECB's ERM II monetary 
framework, which we think would further bolster 

policy credibility. Still, we expect this decision 
could be delayed for several more years," it said. 
Bulgaria meets the formal criteria to adopt the 
euro, but western diplomats and bankers say it 
needs to align its economy closer to its wealthier 
EU peers before it can join the euro zone.  
Earlier on Friday, Finance Minister Vladislav 

Goranov said an entry into the ERM-2 would be 
an acknowledgment of Bulgaria's reform efforts.  
Goranov has said strong domestic demand and 
exports can boost the economic growth above 
last year's 3.4 percent. 

Bulgaria targets a fiscal deficit of 1.4 percent of 

GDP for this year and plans to balance its budget 
by 2020. It ended 2016 with a fiscal surplus of 
1.6 percent of GDP.  
On Thursday, Central Bank Governor Dimitar 
Radev told Reuters in an interview that the bank 

was working on a plan to further reduce bad 

loans that have dropped to 12.6 percent of all 

loans at the end of March from 14.5 percent at 
the of 2015.  
Credit ratings agencies Fitch and Moody's keep 
Bulgaria's sovereign ratings at investment grade 
at BBB- and Baa2, respectively. Both maintain 
stable outlook.  

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

Croatia 

Croatia sells above target 1 bln kuna 

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

30-May-2017  
ZAGREB (Croatia), May 30 (See News) - 
Croatia's finance ministry said on Tuesday it 
sold one-year T-bills worth 1 billion kuna 

($150.4 million/134.9 million euro), well 
above its target of 700 million kuna. 

The yield in the auction stood at 0.45%, as 
much as at the previous auction of one-year 
government securities held on May 23, the 
finance ministry said in a statement. 
 
 (1 euro=7.41544 kuna) 
Copyright 2017 See News. All rights reserved. 
 
 

Macedonia 

Macedonia to offer 500 mln denars (8.1 

mln euro) of govt securities on June 6  

30-May-2017  
SKOPJE (Macedonia), May 30 (See News) - 
Macedonia will offer a combined 500 million 
denars ($9.1 million/8.1 million euro) worth 
of six-month Treasury bills and 15-year 
Treasury bonds in an auction on June 6, the 
country's central bank said. 

The offer comprises 200 million denars of six-

month government securities and 300 million 
denars in 15-year Treasury bonds, data posted 
on the website of the Macedonian central bank, 
NBRM, shows. Both issues will have a euro 
clause. 
The coupon of the six-month issue is set at 
1.45%, down from 2.2% at a previous similar 

auction held in November 2016. Back then the 
bank sold 500 million denars, as the issue was 
more than twice oversubscribed. 
The issue with longer maturity will bear a 
coupon of 3.80%, unchanged from previous 
similar auctions. 

NBRM will sell the government securities on 
behalf of the finance ministry through a volume 
tender, in which the price and coupon are fixed 
in advance and primary dealers bid only with 
amounts. 
Government securities with a euro clause are 

mailto:peter.fitzpatrick@fitchratings.com
http://www.fitchratings.com/
mailto:tsvetelia.tsolova@thomsonreuters.com
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issued and sold in denars and indexed to the 

euro. 

 
(1 euro = 61.46 denars) 
Copyright 2017 See News. All rights reserved. 
 
 

Romania 

Romania fin min aims to sell 5.83 bln 

lei of leu debt in June  

30-May-2017  
BUCHAREST, May 30 (Reuters) - Romania aims 

to sell 5.83 billion lei ($1.43 billion) worth of 
leu currency bills and bonds in June, including 

525 million lei at non-competitive rounds of 
auctions, the finance ministry said on 
Tuesday. 

Debt managers will also tender 100 million euros 
worth of Feb. 2021 domestic bonds on June 27, 
seeking to tap liquidity freed into the market 
through a central bank cut in commercial banks' 
foreign currency minimum reserve 

requirements. 
The ministry sold roughly 4.2 billion lei worth of 
debt in May. In June, the ministry has scheduled 
six bond tenders with residual maturities from 
1.7 to 14 years, and two auctions for one-year 
and six-month paper worth 1.8 billion lei overall. 
So far this year, Romania has sold roughly 18.5 

billion lei and 240 million euros of domestic bills 

and bonds. 
  
($1 = 4.0806 lei) 
(Reporting by Luiza Ilie; Editing by Radu Marinas) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania fin min aims to sell 5.83 bln 

lei of leu debt in June  

30-May-2017  
BUCHAREST, May 30 (Reuters) - Romania aims 

to sell 5.83 billion lei ($1.43 billion) worth of 
leu currency bills and bonds in June, including 

525 million lei at non-competitive rounds of 
auctions, the finance ministry said on 
Tuesday. 

Debt managers will also tender 100 million euros 
worth of Feb. 2021 domestic bonds on June 27, 
seeking to tap liquidity freed into the market 
through a central bank cut in commercial banks' 
foreign currency minimum reserve 

requirements. 
The ministry sold roughly 4.2 billion lei worth of 
debt in May. In June, the ministry has scheduled 
six bond tenders with residual maturities from 
1.7 to 14 years, and two auctions for one-year 
and six-month paper worth 1.8 billion lei overall. 

So far this year, Romania has sold roughly 18.5 

billion lei and 240 million euros of domestic bills 
and bonds.  
 
($1 = 4.0806 lei) 
(Reporting by Luiza Ilie; Editing by Radu Marinas) 

(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Russia to launch Eurobond when 

'technically ready' 

02-Jun-2017  
LONDON, June 2 (IFR) - Russia will issue a 

sovereign Eurobond when it is technically 
ready, Finance Minister Anton Siluanov said 
on Friday, adding that Moscow aimed to issue 
US$3bn in new debt and swap another 
US$4bn in old Eurobonds for new ones. 

"We are not bound by any deadlines or 

schedules. It's in our interest to find the best 
window of opportunity," Siluanov told reporters 
on the sidelines of the St Petersburg economic 
forum, Reuters reported. He had said earlier that 
the issue would take place this year. 
"We will take US$3bn on the market and will 
swap another US$4bn." 

VTB Bank will arrange the Eurobond issue, while 
Sberbank and Gazprombank will help arrange 
the swap, Siluanov said. 
He also said that Russia would have to start 
spending its reserve fund "in the autumn, closer 
to the winter". 

 
(This story will appear in the June 3 issue of IFR 
Magazine) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 

LATIN AMERICA AND 
CARIBBEAN   

 

Two issuers raise US$2.3bn in primary 

market  

30-May-2017  

•Ecuador trade nearly 2 times covered 
•Venezuelan opposition condemns GS for 
bond deal 
•LatAm currencies seesaw as oil, US data 
drive caution 

By Mike Gambale 
NEW YORK, May 30 (IFR) - Here is a recap of 

issuance activity in the Latin America  primary 

market on Tuesday. 

ARGENTINA 
Argentina is eyeing Swiss franc, yen and euro 
bond markets to cover its remaining US$2.5bn 
in external needs this year, Finance Minister Luis 
Caputo said. 
The country has raised around US$7.4bn in the 
international capital markets this year, most 

recently with a SFr400m 3.5-year bond - its first 
offering in the currency in almost two decades. 
"The financing program is very advanced," 
Caputo said at press conference in New York. "In 
the first quarter we covered a good 70% of our 
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financing needs. What we have for the rest of 

the year is essentially refinancing." 

The country also must raise an additional 
US$6.5bn in the local markets in both pesos and 
dollars, he said. 
GUATEMALA 
Guatemala plans to return to the international 
bond markets after mandating a bank to 

manage the trade, the country's credit head told 
IFR. 
The Central American nation is contemplating a 
size of US$500m-$700m and ideally would like 
to tap 30-year money, but much will depend on 
market conditions at the time.  
Funding needs stand at US$1.75bn this year, 
with the government looking to raise that 
money through multilaterals as well as 
issuance in the local and foreign debt 
markets.  
Proceeds will cover budgetary needs or 
perhaps be used to pay down about US$891m 
in more expensive multilateral debt that costs 
on average about 7.5%. 

PETROPERU 
Peru's state-owned energy company Petroperu 

has decided to sell up to US$3bn in bonds in 
global markets. It has been seeking financing for 
US$3.5bn in upgrades at its main oil refinery in 
the city of Talara, and the government said the 
company was pursuing a mix of loans and bonds 
for the project. 
URUGUAY 
Uruguay will sell US$2.05bn in debt in 2017, 
up from US$1.7bn last year, the Economy 
Ministry said, as the country aims to balance 
its books after posting its sharpest fiscal 

deficit in years. Financing needs will total 
US$2.97bn. The country plans to get US$550m 
from multilateral lenders and will tap reserves 
for US$200m, with the remaining US$170m 

coming from other sources. 
 
(Reporting by Mike Gambale; Editing by Marc 
Carnegie) 
(( michael.gambale@thomsonreuters.com ; 646 223 
7372; Reuters Messaging: 
michael.gambale.thomsonreuters.com@reuters.net )) 
 
 

Argentina 

Argentina settles with more holdout 

creditors  

31-May-2017  
By Daniel Bases 
NEW YORK, May 31 (Reuters) - Argentina 

settled with additional creditors holding 
defaulted sovereign bonds for just under $163 
million, the court-appointed mediator in the 
long-running case said in a statement on 
Wednesday. 
The agreement ends 10 years of litigation with 
Luxembourg- and British Virgin Islands-based 
investment funds known as the HWB Entities, 

said the statement from mediator Daniel Pollack. 
The individual investors in the funds - HWB 

Victoria Strategies Portfolio, HWB Funds and 

U.V.A. Vaduz - are primarily from Germany. 

"Several weeks ago the HWB Entities attempted, 
unsuccessfully, to attach two military helicopter 
engines belonging to the Argentine Air Force in 
repair at GE facilities in the United States," 
Pollack said. 
However, after U.S. District Judge Thomas 

Griesa, who has presided over the case, called 
for both sides to return to the negotiating table, 
an agreement was reached on the bonds, which 
were denominated in both U.S. dollars and 
euros. 
The nominal value of the bonds was not 

disclosed. 
This latest settlement was made within the 
same terms as the February 2016 agreements 
Argentina reached with its largest creditors, 
who held out from two previous sovereign 

debt settlements. Those agreements ended 14 
years of bitter legal battles and allowed 
Argentina to re-enter the international capital 
markets and fund economic development.  

With the latest agreement, Pollack said, 
Argentina believes 98 percent of all holdout 
creditors have reached a settlement with Buenos 
Aires, nearly closing the book on a roughly $100 
billion sovereign debt default in early 2002. 
"It is my hope that the few remaining 'holdout' 
claims will be resolved in the next six to 12 

months," Pollack said. 
 
(Reporting by Daniel Bases; Editing by Dan Grebler) 
(( daniel.bases@thomsonreuters.com ; +1 646 223 
6131; Reuters Messaging: 
daniel.bases.reuters.com@reuters.net ; Twitter: 
https://twitter.com/djbases) ) 
 

Ecuador 

Ecuador raises US$2bn from latest debt 

spree  

30-May-2017  
By Davide Scigliuzzo and Mike Gambale 

NEW YORK, May 30 (IFR) - The Republic of 

Ecuador raised US$2bn from its latest bond on 
Tuesday as investors showed optimism in the 
ability of the new government of President 
Moreno to rein in spending. 

Sole lead Citigroup priced the deal - the first 
from the South American country since a closely 
fought election last month - at levels well inside 
initial price thoughts. 

The US$1bn six-year deal priced at a yield of 
8.75% and a US$1bn 10-year tranche came at 
9.625% - tighter than respective IPTs of 9% 
area and high 9% area respectively.  
Last month's election, which saw left-wing 
Lenin Moreno win by a thin margin, had 
triggered concerns that he might not be able 
to make the necessary fiscal adjustments 

required to bring the country's debt burden 
under control. 

But there have been positive signs since then, 
which have helped alleviate some concerns 
among the buyside. 
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"Some market friendly people have been put 

into key posts of the central bank," said Sean 

Newman, a portfolio manager at Invesco. 
"But the real proof is going to come from how 
successful they are in containing public 
expenditure." 
Final yields were also well below those that 
some investors had anticipated. 

"People thought they would have to price with 
10% coupon," said another investor. 
"(But) it is not happening. These guys are 
always opportunistic and it is still a very benign 
environment now." 
Ecuador, rated B3/B/B, still offered decent 
concessions. The premium on the new 10-year 

looked to be at least 40bp based on where 
Ecuador's 9.65% 2026s were trading at a 
yield of 9.3% on Tuesday. 

Investors had anticipated a trade might be on 
the way as the South American country spent a 
week meeting buyside participants last month 
across the US and in London. 
"It was always clear they would need additional 

dollar funding later this year," said Newman. 
Even prior to the roadshow, Ecuador had 
indicated to investors that it needed to raise 
US$12.5bn in 2017. 
Nearly half that was expected to come from 
external sources such as bilateral loans and the 
international bond market, said Newman.  

The sovereign has become more of a regular 
fixture in the US dollar market - quick to take 

advantage of upturns to help cover fiscal 
shortfalls following the oil rout that began in 
2014. 
After Tuesday's sale, it has now raised 
US$5.75bn since last July, according to IFR data. 

 
(Reporting by Davide Scigliuzzo and Mike Gambale; 
Writing by Natalie Harrison; Editing by Shankar 
Ramakrishnan and Jack Doran) 
(( natalie.harrison@thomsonreuters.com ; 646 223 
4070; Reuters Messaging: 
natalie.harrison.thomsonreuters.com@reuters.net )) 
 
 

Guatemala 

Guatemala launches US$500m 10-year 

bond at 4.5% 

31-May-2017  
By Mike Gambale 
NEW YORK, May 31 (IFR) - The Republic of 

Guatemala, rated Ba1/BB/BB, has launched a 
US$500m 10-year bond at the final yield of 
4.5%, a source familiar with the deal told IFR 
on Wednesday. 
The Central American country had set initial 
price thoughts in the 4.75% area for the 
bond, which will be used to repay existing 
debt and finance social and investment 
programs. 

Citigroup is the sole book runner on the 

transaction, which is expected to price later on 
Wednesday. 
 

(Reporting by Davide Scigliuzzo; Editing by Jack 
Doran) 
(( davide.scigliuzzo@tr.com ; +1 646 223 8388; )) 
 
 

Peru 

World Bank planning $2 bln green 

bonds for Peru  

27-May-2017  
LIMA, May 27 (Reuters) - The financial arm of 

the World Bank is considering issuing about 
$2 billion in bonds to finance environmentally 
friendly projects in Peru, the nation's 
economy minister said on Saturday. 

Economy Minister Alfredo Thorne, during a state 

television program in which President Pedro 

Pablo Kuczynski interviews various personalities, 
said the bonds would be used to finance projects 
such as reforestation in the Amazon. 
The International Finance Corporation (IFC), an 
arm of the World Bank, "is thinking of doing an 
emission of green bonds here, and that's going 

to give us $2 billion, more or less," Thorne said, 
without giving details of the issuance. 
Thorne said that while Peru has not yet 
developed a reforestation industry, it is receiving 
help from the World Bank, the Interamerican 
Development Bank and Norway. 
Green bonds, a type of instrument used to 

raise funds to tackle environmental problems, 
have had a slow start in Latin America. The 
IFC issued the first green bond in the 
Peruvian market in 2014 for 42 million soles 
($12.8 million). 

 
(Reporting by Marco Aquino; Writing by Gram 
Slattery; Editing by James Dalgleish) 
(( gram.slattery@thomsonreuters.com )(;)( +562-
2370-4229) (;)) 
 
 

Uruguay 

S&P says Uruguay outlook revised to 

stable from negative on more balanced 

economic risks  

30-May-2017  
May 30 (Reuters) - S&P Global Ratings :  
S&P says Uruguay outlook revised to stable 
from negative on more balanced economic 
risks; 'BBB/A-2' ratings affirmed. 

S&P, on Uruguay, says economic prospects for 
2017 and 2018 are "favorable". 

S&P on Uruguay says stable outlook reflects 
view that better economic prospects will balance 
risks of adverse shocks. 
S&P, on Uruguay, says outlook also reflects 
expectation that government will implement 
timely corrective policies to stay on path of fiscal 

consolidation. 

S&P on Uruguay says believe that relatively high 
inflation and still high dollarization continue to 
limit Uruguay's monetary policy flexibility. 
S&P, on Uruguay, says expects inflation to 
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decline and remain within the central bank 

target range over the next three years. 

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

Venezuela 

Goldman confirms buying Venezuela 

bonds after opposition cries foul  

30-May-2017  
CARACAS, May 30 (Reuters) - Goldman Sachs 

Group Inc has confirmed it bought Venezuelan 
bonds after being excoriated by the country's 

opposition for financing the embattled 
government of President Nicolas Maduro, who 
is facing sustained protests. 

The president of the opposition-led Congress 
accused the bank of financing "dictatorship" 
after the Wall Street Journal reported Goldman 
had bought $2.8 billion in bonds issued by state 
oil company PDVSA at a steep discount. 

"We bought these bonds, which were issued in 
2014, on the secondary market from a broker 
and did not interact with the Venezuelan 
government," Goldman wrote in a statement late 
on Monday.  
"We recognize that the situation is complex and 
evolving and that Venezuela is in crisis. We 

agree that life there has to get better, and we 
made the investment in part because we believe 

it will." 
The statement did not include the price of the 
bonds or the amount purchased. 
With Venezuela's inefficient state-led economic 

model struggling under lower oil prices, 
Maduro's unpopular government has become 
ever more dependent on financial deals or asset 
sales to bring in coveted foreign exchange. 
Many economists say the only way to improve 
the country's situation is to scrap price and 
currency control systems that have hobbled the 

private sector.  
Maduro's critics have for two months been 
staging street protests, which have left nearly 

60 people dead, to demand that he hold early 
elections. Maduro says the protests are a violent 
effort to overthrow his government, and insists 
the country is victim of an "economic war" 

supported by Washington.  
 
(Reporting by Brian Ellsworth; Editing by Nick 
Zieminski) 
(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
 
 

Goldman steps in avoidable $2.8 bln 

Venezuela mess  

30-May-2017  
The author is a Reuters Breakingviews 
columnist. The opinions expressed are his own. 
By Tom Buerkle 

NEW YORK, May 30 (Reuters Breakingviews) - If 

a deal looks too good to be true, it may just 
be. Money managers at Goldman Sachs 
bought $2.8 billion face value of Petroleos de 
Venezuela bonds at a deep discount last 
week, attracting the ire of critics of President 
Nicolas Maduro. Investments aren’t 
necessarily moral choices, but they can hit 
reputations. 

Venezuela could, on paper, be one of the 
soundest emerging-market credits given that it 

has the world’s largest oil and gas reserves. But 
the economy has been in precipitous decline 
since Maduro succeeded the late Hugo Chavez in 
2013. Output has fallen by nearly a third over 
the past three years and inflation is projected to 
exceed 1,000 percent by the end of this year, 
according to the International Monetary Fund. 

Bare shelves and angry protests, met with 
violence, have become the norm. 
The country's opposition is angry that Goldman 
has, in effect, made life easier for the central 
bank – the previous owner of the state-
controlled PDVSA's bonds – thereby propping up 
Maduro's regime. The Wall Street firm, however, 

says it bought the block of bonds, priced at 
about 31 cents on the dollar, through a broker 
and didn't interact directly with the government. 
It would, however, be surprising if the firm's 
asset managers didn't understand where the 
securities were coming from. While Venezuelan 

debt is a component of the most widely 
tracked emerging-market bond benchmark, 
JPMorgan’s EMBI Global Diversified index, and 
many investors hold it, these particular 
PDVSA bonds are different. Maturing in 2022, 
they aren’t in the index because they aren’t 

publicly held, according to JPMorgan. The face 
amount bought represents more than 90 percent 
of the $3 billion issue, according to Eikon data. 

Goldman may earn a hefty profit if the 
Venezuelan economy bounces back. As with 
other controversial transactions, though, such 
gains may come at a cost. The bank earned 
extraordinary fees underwriting bond deals for 
1Malaysia Development, known as 1MDB, earlier 
this decade. Today the U.S. Justice Department 

and Swiss authorities are investigating 
allegations of fraud and money laundering at the 
Asian country's sovereign wealth fund. The bank 

also took heat from European authorities for 
arranging currency swaps that helped Greece 
mask borrowing ahead of its debt crisis. 

With that track record, Goldman can’t be 
accused of naivete. By now, the firm ought to 

have a better nose for a problematic deal. 
CONTEXT NEWS  
- Opposition politicians in Venezuela criticized 
Goldman Sachs on May 29 for buying $2.8 billion 
of bonds issued by PDVSA, the state-owned oil 
company, saying the investment bank was 
―aiding and abetting the country’s dictatorial 

regime.‖ 
- In a letter to Goldman Chief Executive Lloyd 
Blankfein, Julio Borges, president of Venezuela’s 
opposition-controlled Congress, said the 
legislature would open an investigation into the 
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transaction and that Borges would recommend 

―to any future democratic government of 

Venezuela not to recognize or pay these bonds.‖ 
- The Wall Street Journal reported on May 28 
that Goldman’s asset-management arm had paid 
31 cents on the dollar for bonds issued by 
Petroleos de Venezuela, known widely by its 
acronym PDVSA. 

- In a statement, Goldman said it bought the 
bonds on the secondary market and did not 
transact directly with the Venezuelan 
government. The bonds are held in funds and 
accounts managed on behalf of clients. ―We 
recognize that the situation is complex and 

evolving and that Venezuela is in crisis,‖ it said. 
―We agree that life there has to get better, and 
we made the investment in part because we 

believe it will." 
 
(Editing by Richard Beales and Martin Langfield) 
(( thomas.buerkle@thomsonreuters.com ;)(Reuters 
Messaging: 
thomas.buerkle.thomsonreuters.com@reuters.net )) 
 
 

Venezuelan opposition condemns 

Goldman for $2.8 bln bond deal  

30-May-2017  

By Brian Ellsworth and Davide Scigliuzzo 
CARACAS/NEW YORK, May 30 (Reuters/IFR) - 
Goldman Sachs Group Inc 's statement that it 

never transacted directly with the government 
of Venezuelan President Nicolas Maduro when 
it bought $2.8 billion of bonds for pennies on 
the dollar was dismissed by the country's 
opposition on Tuesday as an effort to "put 
lipstick on this pig." 

Goldman, in a statement late Monday confirming 
the purchase, said its asset-management arm 
acquired the bonds "on the secondary market 

from a broker and did not interact with the 
Venezuelan government." 
The New York-based investment bank came 
under fire by Venezuelan politicians and 
protesters in New York opposed to Maduro, who 
say the deal nonetheless provided the cash-
strapped government hundreds of millions of 

dollars in badly-needed hard currency. The deal, 
first reported by the Wall Street Journal, makes 
Goldman complicit in alleged human rights 
abuses under the government, they said. 
"As hard as it may try, Goldman Sachs ... cannot 
put lipstick on this pig of a deal for 
Venezuelans," the head of the opposition-led 

Congress Julio Borges said in the letter. 
Goldman Sachs did not respond to an email 
requesting comment on Borges' statement. In its 
original statement, Goldman had said: "We 
recognize that the situation is complex and 
evolving and that Venezuela is in crisis. We 

agree that life there has to get better, and we 

made the investment in part because we believe 
it will." 
With Venezuela's inefficient state-led economic 
model struggling under lower oil prices, 
Maduro's unpopular government has become 
ever more dependent on financial deals or asset 

sales to bring in coveted foreign exchange. 

Venezuela's international reserves rose by $749 

million on Thursday and Friday, reaching around 
$10.86 billion, according to the central bank. 
In New York, about two dozen protesters 
chanting "Shame on you Goldman Sachs" 
picketed outside of Goldman's headquarters in 
lower Manhattan on Tuesday afternoon. 

"By giving $900 million to a dictatorship, they 
are funding a systematic human rights violator, 
they are funding immorality and for Maduro to 
stay in power while he keeps killing people," said 
Eduardo Lugo, 23, a Venezuelan attending 
college in New York and a leader of the protest. 

In Venezuela, Maduro's critics have for two 
months been staging street protests, which have 
left nearly 60 people dead, to demand that he 

hold early elections. Maduro says the protests 
are a violent effort to overthrow his government, 
and insists the country is victim of an "economic 
war" supported by Washington. 
Meanwhile, emerging market bond market 
participants familiar with Venezuelan debt 
said there is no effective secondary market 
for the bonds in question, which were first 
issued by the state-owned oil company PDVSA 
in 2014 and held entirely by the country's 
central bank until recently. 

Goldman paid 31 cents on the dollar for the 
bonds, which mature in October 2022, Borges' 
letter says. At that price, the bonds would yield 

more than 40 percent compared with their 

stated coupon of 6 percent. 
Goldman acquired the bonds from Dinosaur 
Financial Group, a source familiar with deal told 
Reuters. 
A person answering the phone at Dinosaur's New 

York office said the firm had no comment on the 
matter and hung up the phone. 
One U.S. broker deeply involved in trading 
Venezuelan securities told Thomson Reuters IFR 
that fair value for the bonds should be around 
44 cents to 46 cents on the dollar, based on 
where other bonds issued by PDVSA and the 

Venezuelan government were trading on 
Tuesday. 
The broker said he does not expect the bonds to 

trade unless Goldman chooses to sell them. At 
$2.8 billion of face value, the firm now owns the 
vast majority of that series of bonds originally 
issued by PDVSA, which totaled around $3 

billion. 
 
(Reporting by Brian Ellsworth and Corina Rodriguez 
Pons in Caracas, Marianna Parraga in Houston, David 
Scigliuzzo, Olivia Oran and Laila Kearney in New York; 
Writing by Dan Burns; Editing by Nick Zieminski) 
((brian.ellsworth@thomsonreuters.com; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net, 
@ReutersVzla)) 
 

AFRICA 
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Egypt 

Yields on Egypt 3-year and 7-year T-

bonds rise 

29-May-2017  

CAIRO, May 29 (Reuters) - Average yields on 

Egypt's three-year and seven-year treasury 
bonds rose at an auction on Monday, data 
from the central bank showed. 

The average yields on the three-year bonds 
jumped to 18.540 percent from 17.360 percent 
at the last auction on May 15. 

The seven-year bond yields increased to 18.544 
percent from 17.240 percent at the last auction, 
held on April 17. 
 
(Reporting by Eric Knecht) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
 
 

Egypt says next review for IMF lending 

programme to be in November or 

December  

01-Jun-2017  
By Ehab Farouk 

CAIRO, June 1 (Reuters) - The next review for 

Egypt's $12 billion three-year International 
Monetary Fund lending programme will be in 
either November or December, Egyptian 
Finance Minister Amr El-Garhy told Reuters on 
Thursday. 
Egypt last November began the programme, 
which is tied to sweeping economic reforms that 
include subsidy cuts and tax hikes. It received 

an initial disbursal of $2.75 billion at the time. 
The IMF conducted its first review of Egypt's 
reform progress last month and said it had 
reached a staff-level agreement to make 
available about $1.25 billion, which would 
complete the first tranche of the loan 

programme. 
The IMF at the time described the agreement as 
"a vote of confidence by the IMF staff" in Egypt's 

reform process, which the Fund said was "off to 
a good start".  
Garhy said on Thursday that Egypt is expected 
to receive the $1.25 billion payment this month. 

He said Egypt expects to receive the second $4 
billion tranche of the IMF loan over two 
instalments during the 2017-18 fiscal year, 
which begins in July. 
 
(Reporting by Ehab Farouk; Writing by Eric Knecht; 
Editing by Giles Elgood) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
 

 

Ghana 

Ghana sells 705.16 mln cedis 3-yr local 

bond at 18.5 pct yield 

01-Jun-2017  
ACCRA, June 1 (Reuters) - Ghana accepted 

705.16 million cedis ($163.47 mln) worth of 
bids for a three-year domestic bond issued on 
Thursday that will pay a yield of 18.5 percent, 
lead arrangers said. 

The new government of President Nana Akufo-
Addo, who took power in January, is trying to 

rebalance its finances as it faces large debts 
caused by years of overspending and lower than 
projected oil prices.  

Total bids tendered for the rollover paper 
amounted to 739.36 million cedis. 
 
($1=4.3137 cedis)  
(Reporting by Kwasi Kpodo; Editing by Aaron Ross and 
Andrew Heavens) 

(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
 
 

Ivory Coast 

Ivory Coast to issue $1 bln Eurobond 

next month  

29-May-2017  
ABIDJAN, May 29 (Reuters) - Ivory Coast, 

Africa's fastest growing economy last year, 
will issue a $1 billion Eurobond next month, 
Finance Minister Adama Kone told Reuters on 
Monday, as it deals with budget pressure 
caused by falling cocoa prices and unrest in 

the army.  

"Everything will be finalised this week," Kone 
said on the sidelines of a conference in the main 
city of Abidjan. "The amount decided upon is $1 
billion. The launch is planned for next month."  
Ivory Coast, the world's top cocoa producer, has 
emerged from a decade-long political crisis, 

capped by a 2011 civil war, as one of the 

continent's most attractive international 
investment destinations. 
French-speaking West Africa's largest economy, 
it is rated Ba3 by Moody's and B+ by Fitch, both 
with stable outlooks. 
However, a steep decline in cocoa futures in New 

York and London this year have put a squeeze 
on revenues at a time when the government has 
been forced to pay out around $170 million in 
bonuses to end successive waves of army 
mutinies. 
The resulting budget shortfall has forced the 
government to trim this year's budget and seek 

more funding from international partners 
including the International Monetary Fund and 
the World Bank. 
 
(Reporting by Loucoumane Coulibaly; Writing by Joe 
Bavier; Editing by Tim Cocks) 
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(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
 
 

Malawi 

Malawi's hopes aid embargo to be 

lifted after World Bank support 

resumed  

29-May-2017  
By Mabvuto Banda 
LILONGWE, May 29 (Reuters) - Malawi hopes 

global lenders will release funds frozen over a 
government graft scandal three years ago 

now that the World Bank has resumed its 
budget support programme, Finance Minister 
Goodall Gondwe said on Monday. 

The World Bank decision early this month to 
restore budget support signals a return of donor 
confidence in Malawi, he told Reuters. This 
support traditionally accounts for about 40 
percent of the budget of the poor southern 

African country.  
Western donors led by former colonial ruler 
Britain froze budget support over a corruption 
scandal in which public servants siphoned 
millions of dollars from the public purse. 
"The recent resumption of the World Bank 
budgetary support, the expected confirmation by 

the IMF that Malawi is on track in its pursuance 

of fiscal management reforms as well as the 
pending EU resumption of budgetary support, 
are all signs of international confidence coming 
back in our economic management," Gondwe 
said. 

Announcing the $80 million budget aid early in 
May, Laura Kullenberg, the Bank's country 
manager, said Malawi had taken some very 
crucial reform steps and it was critical to 
maintain the momentum. 
Gondwe said that although economic activity in 
2016 remained subdued at 2.7 percent from 3.3 

percent previously, the austerity measures being 
implemented are bearing fruits as signs of 

recovery start to emerge 
"The strong fiscal and monetary policies, which 
were reinforced by the IMF, have sustained this 
recovery which is continuing into 2017 and is 
strongly expected to continue to gather strength 

in 2018," he said. 
He said inflation has steadily declined to 14.6 
percent in April 2017 from 24.3 percent in July 
2016 thanks to declining food prices, a 
stabilising kwacha currency, lower global fuel 
prices and fiscal adjustments made since 2014. 

The exchange rate remained fairly stable in the 
second half of 2016 up to May 2017 depreciating 
by only 2.0 percentage points against the dollar 
in that period, Gondwe said.  

This was due to a seamless supply of foreign 
exchange that the country experienced in 2016 
and the first quarter of 2017, he said. 

 
(Editing by James Macharia and Tom Heneghan) 
(( Tanisha.Heiberg@thomsonreuters.com ; 

+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
 
 

Mauritius 

Mauritius to sell four-year bonds next 

week  

31-May-2017  
PORT LOUIS, May 31 (Reuters) - Mauritius will 

sell a four-year Bank of Mauritius Note worth 
2 billion rupees ($58 million) next week, the 
central bank said on Wednesday. 

The Bank of Mauritius said in a statement it 
would receive bids on June 1 and auction the 

bond on the same day. 

The central bank said the coupon rate for this 
auction will be set equal to or higher than the 
lowest yield at the auction. 
 
($1 = 34.6500 Mauritius rupees) 
(Reporting by Jean Paul Arouff; editing by Katharine 
Houreld) 
(( katharine.houreld@thomsonreuters.com ; + 254 
796 142 176; )) 
 
 

Nigeria 

Nigeria's presidency and lawmakers in 

talks over 2017 budget -government 

official  

31-May-2017  
By Camillus Eboh 
ABUJA, May 31 (Reuters) - Nigeria's presidency 

and lawmakers are still in talks over the 
record 7.44 trillion naira ($24.45 billion) 
budget for 2017, a government official said on 

Wednesday, nearly three weeks after the 
spending plans were passed by the Senate.  

The budget aims to drag the OPEC member, 
which has Africa's biggest economy, out of a 
recession that was brought on by low global oil 
prices that have slashed government revenues, 
weakened the naira currency and caused chronic 

dollar shortages.  

Both chambers of parliament agreed to a bigger 
budget than the 7.298 trillion naira draft 
spending plan submitted by President 
Muhammadu Buhari in December.  
The budget must be signed by the president to 
become law. Buhari is on medical leave in Britain 

for an unspecified ailment and has handed 
power to his deputy Yemi Osinbajo, who would 
sign the budget in Buhari's absence. 
"There are ongoing consultations between the 
executive and the legislature over the budget. 
Consultations have not been concluded," said Ita 
Enang, senior special assistant to the president 

on Senate matters, without giving details. 
The Senate passed the budget on May 11. 
Last year's budget, which was passed in May 
2016, was delayed for months due to 
disagreements between lawmakers and the 
presidency over spending plans which cut the 
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supply of government money and deepened the 

economic crisis. 

Gross domestic product in Nigeria, which is in its 
second year of recession, shrank 0.52 percent 
year-on-year in the first quarter. 
 
($1 = 304.3500 naira) 
(Writing by Alexis Akwagyiram; Editing by Catherine 
Evans) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak)) 
 
 

South Africa 

South Africa targets $1 bln savings in 

procurement spend this year  

29-May-2017  
By Olivia Kumwenda-Mtambo 
PRETORIA, May 29 (Reuters) - South Africa 

aims to save 16 billion rand ($1 billion) this 
year through better procurement practices, a 
senior Treasury official said on Monday, as the 
government reins in spending amid sluggish 
growth.  

Spending cuts have become increasingly 
significant for South Africa as it aims to cut its 
budget deficit to 2.6 percent of national output 
by 2019/20 from 3.4 percent now. 

Africa's most industrialised economy spends 
close to 600 billion rand annually on goods and 
services, and inefficiency was a big concern in 

the procurement processes, the acting head of 
the Treasury's procurement unit Schalk Human 
said. 
"Last year we managed to renegotiate the top 
100 contracts of government and we saved 7 
billion rand. This year we have initiated projects 

to save an additional 16 billion rand," Human 
told Reuters. 
"Our aim is to save 25 billion rand per annum 
through better procurement practices that would 
deal with waste, corruption and fraud." 
The chief procurement office was established in 

2013 to rein in leakages in public expenditure 

and ensure that the government realises 
maximum value on its annual procurement 
budget. 
Human said practices that had led to wasteful 
spending include, among others, deviation from 
competitive tender processes, overpricing by 
suppliers and government departments buying 

more goods than needed.  
"If you buy in quantities that you are not going 
to utilise and it goes to rot, it goes to expiry, 
that is unforgivable," Human said. 
The Treasury forecast 2017 economic growth of 
just 1.3 percent, up from 0.3 percent in 2016 
but still well below the government's 5 percent 

target. 
 
($1 = 12.9884 rand) 
(Editing by James Macharia and Andrew Bolton) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 

775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
 
 

Fitch Affirms South Africa at 'BB+'; 

Outlook Stable  

01-Jun-2017  
HONG KONG, June 01 (Fitch) Fitch Ratings has 

affirmed South Africa's Long-Term Foreign- 
and Local-Currency Issuer Default Ratings 

(IDRs) at 'BB+' with a Stable Outlook. The 
issue ratings on South Africa's senior unsecured 
foreign- and local-currency bonds and on the 
sukuk trust certificates issued by RSA Sukuk No. 
1 Trust have also been affirmed at 'BB+'. The 

Short-Term Foreign- and Local-Currency IDRs 
and the rating on the short-term local-currency 

securities have been affirmed at 'B'. The Country 
Ceiling has been affirmed at 'BBB-'. 
KEY RATING DRIVERS 
South Africa's ratings are weighed down by 
low trend GDP growth, sizeable contingent 
liabilities and deteriorating governance. 

Positively, they are supported by deep local 
capital markets, a favourable government 
debt structure and a track record of fairly 
prudent fiscal and monetary policy. 

A cabinet reshuffle at the end of March, which 
triggered an earlier downgrade of South Africa's 
ratings, is likely to undermine governance of 
state-owned enterprises (SOEs), weaken fiscal 
consolidation and reduce private sector 

investment as a result of weaker business 
confidence. While efforts to improve the SOE 
governance framework will continue, 
implementation decisions, for example on 
appointments of senior SOE management, will 
hamper these efforts and could lead to weaker 

financial positions of SOEs and higher contingent 
liabilities for the government. 
As the new Finance Minister has emphasised, 
the government's commitment to existing fiscal 
targets still stands. As a result, it is unlikely that 
the government will raise its expenditure ceilings 
which have served as a key anchor for fiscal 

policy. The government is also likely to 

implement some tightening if, as is expected, 
revenue underperforms but the adjustment will 
be insufficient to keep deficit targets on track. 
Senior ANC and government leaders have 
emphasised that the government's recent 
rhetoric of "radical socioeconomic 

transformation" signals no fundamental change 
and that the government remains focused on the 
long-standing goal of inclusive growth. 
Documents released ahead of the ANC policy 
conference in June also indicate policy 
continuity, including on the sensitive issue of 

land expropriation. Severe tensions within the 
ANC also limit the ability to make radical policy 
changes but they also undermine policy 

predictability as it is unclear which factions will 
prevail on individual policy issues. 
In-fighting within the ANC will remain 
particularly strong ahead of the electoral 

conference in December 2017, when the ANC 
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will select a new party president. The new party 

leader will likely become the country's president 

after national elections in 2019 or earlier. Even 
after the electoral conference, policy will still be 
influenced by competing factions in the ANC and 
the government will juggle multiple complex 
policy objectives, in particular improving 
business confidence and addressing the high 

degree of inequality. 
South African GDP growth remains a key rating 
weakness, with a five-year average of just 1.6% 
compared with a 'BB' category median of 3.5%. 
Growth fell to just 0.3% in 2016 and is expected 
to rise only moderately to just 1% in 2017 and 

1.8% in 2018, as political uncertainty will 
continue to weigh on private investment. The 
recovery reflects lower inflation combined with 

stable wage growth, which will boost real 
consumer income. In addition, a record harvest 
in 2017 will boost growth after a severe drought 
had weighed on GDP growth in 2016. 
The government's February budget projected 
the consolidated national government deficit 
to narrow to 3.1% of GDP in FY17/18 (year 
end March) and 2.8% in FY18/19 from 3.4% 

in FY16/17. However, this relied on optimistic 
GDP growth forecasts of 1.3% for 2017 and 2% 
for 2018 and benign assumptions for tax 
multipliers. Particularly the gains from tax 
measures of 0.6% of GDP are uncertain. We 

expect the government to announce some 
expenditure cuts in its medium-term budget 

policy statement in October, but this will not 
fully offset the tax shortfall. As a result, we 
foresee a consolidated national government 
deficit of 3.3% in FY17/18 and 3.1% FY18/19. 
South Africa's general government debt, at 
52.6% of GDP (including local government 
debt) in March 2017, is above the 'BB' and 
'BBB' category medians of 51% and 41%, 
respectively. We expect debt to continue 
rising over the next two years, to 55.1% of 
GDP in FYE19. However, the low share of 
foreign currency debt in total debt, at 11.5% 
compared with a 'BB' median of 51%, and the 
long average maturity of its bonds of 14.7 
years reduce the risk of financing difficulties. 

The government has guarantees for SOEs, 

independent power producer contracts and 
public-private partnerships of ZAR445 billion 
(10.1% of GDP). In addition, at FYE16 SOEs' 
debt without an explicit government guarantee 
totalled ZAR463 billion (10.5% of GDP). Given 
the weak state of SOE finances, the problems in 

SOE governance and the importance of SOEs for 
the country's economy and politics, the risk that 
some of this debt will land on the sovereign 
balance sheet is substantial. 
The risks are illustrated by the problems of 
South African Airways, which the Ministry of 
Finance deems technically insolvent, although its 

liabilities are small. Eskom, as the biggest 

recipient of government guarantees, received 
significant capital injections from the 
government in 2015 but is not expected to 
require further support in the near term. South 
Africa's plan to build 9.6GW of nuclear electricity 

capacity, to be implemented by Eskom, could 

raise government exposures significantly. 

However, a court decision in April has 
significantly delayed progress towards signing 
procurement contracts, as the government will 
need to relaunch consultations. 
South Africa's current-account deficit has 
narrowed to 3.2% of GDP in 2016 from a peak 

of 5.9% in 2013 and is likely to remain around 
3% in 2017 and 2018. Weak growth of domestic 
demand, particularly import-intensive private 
investment, has led to import compression. A 
weak rand has also improved the 
competitiveness of domestic goods and services. 

Recent strengthening of prices for some of South 
Africa's key export commodities will also support 
export receipts and the strong harvest will 

reduce the need for food imports. Reserves are 
low relative to financing requirements and the 
high commodity share in exports adds to 
volatility in export receipts, but the fully flexible 

exchange rate will act as a buffer for external 
financing shocks. 
Most indicators of economic development are in 
line with 'BB' category medians. GDP per capita 
at market prices is estimated at USD5,246 for 
2016, compared with a median of USD5,058. 
The World Bank's governance indicator, at the 

59th percentile, is well above the 'BB' median 
but this may not adequately reflect governance 
issues that were highlighted in the recent state 
of capture report by the public prosecutor and 

governance may deteriorate as a result of the 
government reshuffle. The rating is supported by 

a sound banking sector, which has a Fitch Bank 
Systemic Risk Indicator of 'bbb'. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns South Africa a 
score equivalent to a rating of 'BBB' on the 
Long-Term Foreign-Currency IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 
Macroeconomic Performance, Policies and 

Prospect: -1 notch, to reflect South Africa's 
weak growth prospects relative to the 'BB' and 

'BBB' category medians, with important 
repercussions for public finances. 
Structural Features: -1 notch, to reflect the 
expected deterioration in governance standards, 
particularly related to SOEs. 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three year-centred averages, 
including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 

rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The following risk factors could, individually or 
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collectively, result in negative rating action: 

•A marked increase in the government 

debt/GDP ratio or in contingent liabilities; 

•A further deterioration in South Africa's trend 
GDP growth, for example, due to sustained 
uncertainty about economic policy; 
•Rising net external debt to levels that raise 

the potential for serious financing strains. 

The following risk factors could, individually or 

collectively, result in positive rating action: 
•A substantial strengthening in trend GDP 
growth; 
•An improvement in governance that is 
supportive of public finances and the business 
climate; 

•A marked narrowing in the budget deficit and 

a reduction in the government debt/GDP 
ratio. 

KEY ASSUMPTIONS 
Fitch expects global economic trends and 
commodity prices to develop as outlined in 
Fitch's Global Economic Outlook. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

S&P affirms South Africa's BB+ rating, 

negative outlook  

02-Jun-2017  
JOHANNESBURG, June 2 (Reuters) - S&P Global 

Ratings on Friday affirmed South Africa's 
"junk" grade foreign currency debt rating and 
retained a negative outlook, saying weak 
economic growth and political uncertainty 
continued to pose risks to the rating. 

S&P cut South Africa's foreign currency debt to 
BB+, its highest speculative-grade rating, in 

April after respected finance minister Pravin 
Gordhan was sacked. 
"The negative outlook on the foreign and local 
currency ratings reflects our view that political 

risks will remain elevated this year, which could 
undermine economic growth and fiscal outcomes 

more than we currently project," S&P said.  
The rating agency also affirmed South Africa's 
local currency debt ratings at BBB-, the lowest 
investment-grade rating, with a negative 
outlook. 

Rival Fitch also downgraded South Africa to sub-
investment grade for both foreign and local 
currency debt in April, and affirmed the rating 
on Thursday. 

Moody's -- whose Baa2 rating is two notches 
above "junk" -- is reviewing South Africa for a 
possible downgrade. 
South Africa's Treasury said on Friday it was 

committed to improving business and consumer 
confidence.  

"Improvement in policy design, finalisation of 
key policies and coordination remain critical for 
boosting confidence and economic growth," the 

Treasury said in a statement. 

It expects growth of 1.3 percent this year, up 

from 0.3 percent in 2016. 
 
(Reporting by Olivia Kumwenda-Mtambo; Editing by 
Catherine Evans) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
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Emerging markets see 6th straight 

month of net foreign investor inflows  

31-May-2017  

By Dion Rabouin 
May 31 (Reuters) - Emerging markets saw a 

fourth straight month of net portfolio inflows 

above $20 billion from foreign investors in 
May, putting inflows to the asset class at 
levels near the so-called commodity super 
cycle that saw asset prices soar from 2010-
2014, a survey showed Wednesday. 

May was also the sixth straight month of net 
non-resident portfolio inflows, the Institute of 
International Finance reported. 
Funds flowing to emerging markets equities and 

debt rose to a six-month moving average above 
the 2010-2014 high of $23 billion, the highest 
level since November 2014. 
The IIF estimated that net inflows to 
emerging markets assets were $20.5 billion 
this month, with debt and equity markets both 
receiving about $10 billion. That number was 
about the same as the total for April, and was 
led by inflows to emerging market assets in 

Asia. 

Emerging Asian markets attracted $17.4 billion 
combined equity and debt inflows, followed by 
European emerging markets with $2.5 billion. 
Inflows to Latin America and assets in Africa and 
the Middle East were nearly flat. 
"This regional breakdown is consistent with the 

trend observed since the beginning of 2016, in 
which a large portion 

of inflows has been directed towards EM Asia," 
IIF said in a statement. 
"While some of this is due to the relatively large 
volume of investable securities in the region – as 
it has seen strong issuance during this period – 

it also reflects stronger growth performance and 
deepening financial markets." 
Total capital flows were less positive for the 
asset class and increased out of China, IIF said. 
The company estimated that net capital outflows 
from China accelerated slightly in April, to more 
than $20 billion, the largest since January. 

Additionally, emerging markets net capital 
inflows, excluding China, remain at multi-year 

lows, implying subdued banking and FDI flows. 
Brazilian and Indian assets were the most 
heavily bought, as allegations that Brazilian 
President Michel Temer could be involved in a 

wide-ranging corruption scandal that has snared 
dozens of the country's businessmen and 

http://www.fitchratings.com/
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lawmakers appeared to lure investors. 

Brazil's benchmark Bovespa stock index sold off 

nearly 9 percent after the news broke and 
foreigners apparently used the sell-off as a 
buying opportunity. There have been inflows of 
nearly $600 million since the news broke, IIF 
said. 
India has seen over $17.5 billion of inflows year-

to-date, totaling more than 60 percent of net 
2016 inflows. 
 
(Reporting by Dion Rabouin; Editing by James 
Dalgleish) 
(( Dion.Rabouin@thomsonreuters.com ; +1 646 223 
5946; Reuters Messaging: 
dion.rabouin.reuters.com@reuters.net )) 
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