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ASIA 
 

China 

China issues 4.3 trillion yuan of bonds 

in September  

29-Oct-2018  
BEIJING, Oct. 29 (Xinhua) -- The value of 

bonds issued in China last month totaled 4.3 
trillion yuan (about 620 billion U.S. dollars), 

according to data from the central bank. 

Treasury bond issuance stood at 324.7 billion 
yuan, while local government bond issuance was 
worth 748.5 billion yuan, according to the 
People's Bank of China. 
By the end of September, the size of 
outstanding bond market debt was 83 trillion 
yuan. 

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

government debt and corporate leverage 
increased. 
The central bank has pledged more efforts to 
improve the disposal of bond defaults, and unify 

rules on approval and information disclosures of 

corporate credit bond issuance. 
Last year, China issued bonds worth 40.8 trillion 

yuan, up 12.9 percent from the previous year. 
 
Copyright (c) 2018 Xinhua News Agency 
 
 

China says "grey rhino" financial risks 

may surface in 2019  

02-Nov-2018  
•More pre-emptive, flexible policies in 2019 
•Reiterates crackdown on local govt debt, 
shadow banking 
•Impact of trade frictions with U.S. on 
economy limited 
•Says investor sentiment should be watched  
•Says will maintain prudent monetary policy 
neutral 

BEIJING, Nov 2 (Reuters) - China's central 

bank warned on Friday that financial risks 
associated with "grey rhino" events - highly 
obvious yet ignored threats - may surface 
next year as the country faces increased 
uncertainties in the global economy and 
financial markets. 

Sino-U.S. trade frictions have had a limited 
direct impact on China's economy, but the 
impact on investor sentiment should be 

monitored, the People's Bank of China (PBOC) 
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said in a report on the country's financial 

stability.  

The central bank also promised more pre-
emptive and flexible economic and financial 
policies next year. The PBOC has already cut 

the amount of cash banks must set aside for 
reserve four times this year to prop up 
slowing growth and analysts expect further 
reductions in 2019. 
China's economic growth cooled to its weakest 
pace since the global financial crisis in last 
quarter as a multi-year campaign to reduce debt 
risks and an escalating trade war with the United 
States began to bite. 
With the export outlook clouded by the U.S. 
tariffs and domestic demand faltering, 

policymakers have recently turned their focus 

back to growth-boosting measures, speeding up 
infrastructure investment and unveiling tax cuts.  
Many economists, however, do not think the 
measures will put a floor under slowing growth 
until the middle of next year.  
The more accommodative policy has fueled 

expectations of more aggressive stimulus in 
coming months, with authorities seen less keen 
to keep a tight hand on debt. 
The PBOC reiterated its resolve to curb 
increases in hidden local government debt 
and to step up the supervision of shadow 
banking activities, but promised a smooth 
process of resolving systemic risks.  

It will also keep monetary policy neutral, it said. 

 
(Reporting by Beijing Monitoring Desk; Editing by 
Darren Schuettler and Kim Coghill) 
(( yifan.qiu@thomsonreuters.com ; 86-10-66271289; 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India says central bank independence 

"essential" as row unnerves markets  

31-Oct-2018  
•Central bank autonomy essential, accepted 
governance requirement - govt 
•India govt to continue consultations, suggest 

solutions - govt 
•RBI Governor may consider resigning - TV  
•Govt invokes rare power to issue directions 
to RBI - report 
•Bonds, rupee weaken after reports that RBI 
governor may quit 

By Manoj Kumar and Suvashree Choudhury 
NEW DELHI/MUMBAI, Oct 31 (Reuters) - India's 

government affirmed its belief in central bank 
autonomy on Wednesday, calling it 
"essential" in a bid to calm investors worried 

by a heated public row with the Reserve Bank 
of India. 

Indian stocks and bonds fell and the rupee 
weakened earlier in the day amid reports that 
RBI Governor Urjit Patel may consider resigning 
given the breakdown in relations. 
The media reports also said the government had 

invoked never-before-used powers to issue 

directions to the central bank governor on 

matters "of public interest", related to support 

for the financial sector and small companies. 
In a statement issued hours later through the 
finance ministry, the government said the 
RBI's independence was "an essential and 
accepted governance requirement". 

The government added that it would continue to 
carry out extensive consultations with the 

central bank to give its assessments on issues 
and suggest possible solutions. 
But it was unclear if it had used powers for the 
first time under the RBI Act to give the bank 
instructions. The Economic Times newspaper 
reported the government had sent letters to 
Patel in recent weeks exercising those powers. 

Indian television channels CNBC-TV18 and ET 

Now both ran reports earlier in the day citing 
unnamed sources saying Patel might resign. The 
RBI declined to comment. 
The government's statement, however, struck a 
calmer tone, according to analysts. 
"The statement is ambiguous and does not fully 

clarify the issues at hand," said A. Prasanna, 
chief economist at ICICI Securities Primary 
Dealership in Mumbai. 
"Still it does sound like the finance ministry is 
trying to dial down the temperature." 
The Economic Times report said that powers 
under Section 7 of the RBI Act had been invoked 

on issues ranging from providing liquidity for 
non-bank finance companies, to capital 

requirements for weak banks and lending to 
small- and medium-sized companies. 
TENSIONS BALLOON 
Indian markets clawed back some early losses 

after the statement. 
Benchmark stock indexes Sensex and Nifty both 
closed up more than 1.5 percent, while the 
rupee ended at 73.95 to the dollar, up from a 
session low of 74.14 but still weaker than its 
previous close of 73.68. 
The 10-year benchmark bond yield  closed 2 

basis points higher at 7.85 percent. 
Tensions between the RBI and the 
government escalated after RBI Deputy 
Governor Viral Acharya said on Friday that 
undermining central bank independence could 
be "potentially catastrophic", indicating the 
authority was pushing back against 
government pressure to relax its policies and 
reduce its powers ahead of a general election 
due by May. 

Investors are worried that a prolonged row 
between the government and the RBI could 
impact decision-making at a time when the 
world's sixth largest economy needs a steady 
hand. 
India's financial markets have been hit hard 
by a series of debt defaults by one of the 
largest infrastructure funding companies. 

That has led to a liquidity crunch in the entire 
non-banking finance sector. 

"We have a fairly fragile financial system, 
between the public sector banks and non-
banking financial companies," said Dhananjay 
Sinha, head of institutional research at Emkay 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  4 

Global Financial Services. 

"If RBI's top brass exits, there is a likelihood of 

instability that will be perceived, and that can 
have an impact on the economy and the market 
at large." 
IN THE OPEN 
Acharya's speech came after a long-running 
spat between the government and the RBI 
over whether the central bank should part 

with some of its 3.6 trillion rupees ($48.73 
billion) of reserves to help fund the country's 
fiscal deficit. 

Government officials have also called for the RBI 
to relax strict lending rules for weak banks and 
are trying to trim the RBI's regulatory powers by 
setting up a new payment regulator. 
Finance Minister Arun Jaitley on Tuesday blamed 

the central bank for failing to stop a lending 
spree during 2008-2014 that left banks with 
$150 billion of bad debt. 
"Ultimately the elected government is supreme, 
it has accountability," said Gopal Krishna 
Agarwal, a spokesman for Prime Minister 
Narendra Modi's ruling party who is also a 

director in the state-run Bank of Baroda. "An 
institution's independence does not mean that 
they are supreme." 
Patel and his deputy governors are expected to 
meet top finance ministry officials on Friday. TV 
channels said Patel has called for a full RBI 

board meeting on Nov. 19, though the central 
bank has not confirmed that. 

 
(Additional reporting by Tanvi Mehta, Chris Thomas 
and Krishna N. Das; Editing by Gopakumar Warrier, 
Neil Fullick & Simon Cameron-Moore) 
(( tanvi.mehta@thomsonreuters.com ; +91 80 
67494756 ; Reuters Messaging: 
tanvi.mehta.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia 

Indonesia sells 5.625 trln rupiah of 

Islamic bonds  

30-Oct-2018  
JAKARTA, Oct 30 (Reuters) -  
Indonesia's finance ministry sold 5.625 trillion 
rupiah ($369.53 million) of Islamic bonds at 
an auction on Tuesday, above the indicative 
target of 4 trillion rupiah, its financing and 
risk management office said. 

The weighted average yields of some of the 
project-based sukuk sold were lower than yields 
of comparable sukuk at the previous auction on 

Oct. 16. (Full Story) 
Total incoming bids for Tuesday's auction were 
11.3 trillion rupiah. 
 
($1 = 15,222.0000 rupiah) 
(Reporting by Gayatri Suroyo 
Editing by Subhranshu Sahu) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

 
 

Indonesia parliament body approves 

$161.7 bln budget for 2019  

30-Oct-2018  
•2019 budget is $161.7 billion with 1.84 pct 
of GDP deficit 

•Opposition party accuses political interest in 
social programmes 

JAKARTA, Oct 30 (Reuters) - The Indonesian 

parliament's budgetary committee on Tuesday 
approved President Joko Widodo's 2019 
budget without many changes from his 
August proposal, but an opposition party 
criticised an expansion of the president's 
social programmes. 

The committee approved a slightly larger budget 

of 2,461.1 trillion rupiah ($161.65 billion) than 
Widodo had proposed, but the fiscal deficit 
target was kept at 1.84 percent of GDP, the 
chairman of the committee Aziz Syamsuddin 
said. 
The deficit target is the lowest in years and 
Finance Minister Sri Mulyani Indrawati said it will 

provide room for the government to deal with 
global uncertainty next year. 
The 2019 budget is Widodo's last in his first 
term. He is running for reelection next year 
and is facing former military general Prabowo 
Subianto in the contest. 

Prabowo's camp has criticised a 3 trillion rupiah 
budget for the country's first ever "District Fund" 

in 2019, an extension of Widodo's flagship 
"Village Fund" where the central government 
transfers money directly for projects at village 
levels, managed by community leaders. 
The total allocation for the Village Fund in 2019 
was approved at 70 trillion rupiah, up 16.7 
percent from 2018. 

"If it's disbursed in a political year, 2019, the 
public can judge for themselves whether there is 
a motive behind this," Prabowo's vice 
presidential candidate, Sandiaga Uno, said in a 
televised remark ealier this month. 
On Tuesday, Willgo Zainar, a parliament 
member from opposition Gerindra party doubled 

down on the criticism.  
"The social protection programmes in a political 
year are very biased and are considered to have 
political interest," he said, reading his party's 
statement on the budget. 
Widodo has defended his policy, saying the fund 

is for the good of the people.  
Indrawati on Tuesday said programmes to 
reduce the poverty rate should not be 
politicised.  
Analysts had described the budget, which 
assumes economic growth of 5.3 percent in 
2019, inflation at 3.5 percent and the rupiah 
averaging 15,000 a dollar, as conservative 
and realistic when it was first laid out. 

A smaller deficit also means lower issuance of 
bonds, which could help support sovereign bond 
prices if global market turbulance triggers 
another round of capital outflows. 
The parliament, which usually approves the 
committee's endorsement, will vote on the 
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budget on Wednesday. 

 
($1 = 15,225.0000 rupiah) 
(Reporting by Maikel Jefriando and Gayatri Suroyo; 
Editing by Kim Coghill) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Kazakhstan 

Kazakhstan plans 1.17 bln euro bond  

31-Oct-2018  
ASTANA, Oct 31 (Reuters) - Kazakhstan plans 

to offer a 1.17 billion euro ($1.33 
billion)Eurobond, the country's finance 
minister said on Wednesday. 

Alikhan Smailov said that the government 

planned to complete a road show for investors 
before mid-November. 
 
($1 = 0.8810 euros) 
(Reporting by Olzhas Auyezov 
Writing by Andrey Kuzmin 
Editing by Louise Heavens) 
(( andrey.kuzmin@thomsonreuters.com ; 
+74957751242; Reuters Messaging: 
andrey.kuzmin.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

Lebanon's risk profile "rising sharply"   

30-Oct-2018  
BEIRUT, Oct 30 (Reuters) - Lebanon's risk 

profile is rising sharply and some of its central 
bank tools are becoming less effective, the 

World Bank said on Tuesday in its autumn 
Lebanon Economic Monitor report.  

The central bank has in response beefed up its 
foreign exchange reserves, lengthened the 
maturity of deposits and limited available 
liquidity, the report said.  

Almost six months since a parliamentary 
election, Lebanon's politicians are yet to agree a 

unity government that must get to work on 
badly needed economic reforms. Politicians have 
warned of economic crisis unless a government 
is formed soon.  
The country has the world's third largest 
public debt-to-GDP ratio, stagnant growth and 
what the International Monetary Fund (IMF) 
has said are increasing vulnerabilities in its 

financial system. 

Reforms are needed to bring down twin deficits 
and reduce reliance on central bank operations 
which the IMF has described as unconventional.  
Debt-to-GDP ratio is expected to continue rising 

"in an unsustainable path" toward 155 percent 
by the end of 2018, the World Bank report said.  

"The risk profile for Lebanon is rising sharply in 
light of the convergence of a number of negative 
local and global factors, including global 

monetary conditions," it said. "Fiscal and 

electricity reforms are highlighted as priorities."  

The World Bank said it has revised its projection 
for 2018 real GDP growth downwards to 1 
percent from 2 percent. The halt in central bank 
subsidized lending is having a significant impact 
on the real economy, it said.  
The formation of a new government and a 

programme of reforms would also likely unlock 
more than $11 billion worth of infrastructure 
investment pledged at a donors' meeting in Paris 
in April. 
The World Bank report said it saw potential 
for Lebanon to "regain the confidence of its 
people and investors" after the parliamentary 
election in May. It also noted Lebanon would 

likely benefit from the reopening of an 
important border crossing between 
neighbours Syria and Jordan this month.  

Still, hope of a quick government formation and 
the positive boost from the Paris donor 
conference have waned after weeks of political 
wrangling, the report said.  
Attracting enough capital, especially deposits, 

has been challenging in light of slower deposit 
growth. "There is a near-complete void of 
government initiative to address macroeconomic 
imbalances," the report said.  
Instead, central bank interventions, even when 
they succeed, "offer only temporary reprieve" 
and can have macro-financial risks, it added.  

 
(Reporting by Lisa Barrington 
Editing by Mark Heinrich) 
(c) Copyright Thomson Reuters 2018. 
 
 

Malaysia 

Malaysia sees fiscal deficit of 2.8 pct by 

2021  

02-Nov-2018  
KUALA LUMPUR, Nov 2 (Reuters) - Malaysia 

expects fiscal deficit to drop to 2.8 percent in 
2021 from this year's estimate 3.7 percent, 

Finance Minister Lim Guan Eng said on Friday. 

The government will also table a fiscal 
responsibility act in 2021 to avoid "uncontrolled 
spending and large debt," he said, presenting 
the 2019 budget.  
The government will reduce its holdings in 
non-strategic companies, leverage state 
assets and review tax to boost revenue, Lim 
said.  

Malaysia announced an expanded budget for 
2019 and forecast a wider fiscal deficit as Prime 
Minister Mahathir Mohamad's new administration 
tussles with shrinking revenue and a large debt 
left by the previous administration. 
 
(Reporting by Joseph Sipalan, Rozanna Latiff, Liz Lee, 
Emily Chow; writing by A. Ananthalakshmi; Editing by 
Simon Cameron-Moore) 

(( ananthalakshmi.as@thomsonreuters.com ; +603 
2333 8036; Reuters Messaging: 
ananthalakshmi.as.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/AnanthalakshmiA) ) 
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(c) Copyright Thomson Reuters 2018. 
 
 

Malaysia's new government sets bigger 

budget, higher fiscal deficit  

02-Nov-2018  
By Joseph Sipalan and Rozanna Latiff 

KUALA LUMPUR, Nov 2 (Reuters) - Malaysia 

unveiled an expanded budget on Friday, and 
set a higher fiscal deficit target for 2019, as 
the new Mahathir Mohamad-led government 
faced up to challenges boosting revenue in a 
slowing economy, while saddled with large 
debts left by its predecessor.  

Delivering its first budget since winning power 
six months ago, the coalition government laid 

out plans for cuts to public investment, and 

increase revenue from privatising infrastructure 
assets and a one-off dividend of 30 billion ringgit 
($7.20 billion) by state energy firm Petronas.  
Mahathir had warned of cuts to spending, 
blaming the previous administration of Najib 
Razak for saddling the country with debt of more 

than 1 trillion ringgit.  
His government also had to fill a revenue 
shortfall from the scrapping of an unpopular 
consumption tax. 
"Although the budget is more than the 
previous year, you must also remember that 
we also carry the burden of having to pay our 
debt that was incurred by previous 

government," Mahathir told reporters after his 
finance minister presented the 2019 budget to 
parliament.  

But with Malaysia now forecasting this year's 
fiscal deficit would be the highest in five years, it 
will face worries over whether it can avoid a 
possible credit rating downgrade. 
Sagarika Chandra, Associate Director in Fitch 

Ratings' Asia-Pacific Sovereigns team, said the 
government's "failure to stick to a more 
conservative fiscal consolidation path raises 
some concerns about policy credibility." 
Finance Minister Lim Guan Eng said total 
revenue is projected to rise 10.6 percent to 
261.8 billion ringgit next year, thanks largely to 

the Petronas dividend. 
Expenditure has been budgeted at 314.6 billion 
ringgit ($75.53 billion), up 8.3 percent from this 
year's budget as the government recognised 
certain items not listed in the previous budget.  
Mahathir said the government will issue before 
March a 200 billion yen Samurai bond with low 

interest rates to pay back some of the "costly" 
loans taken by the previous administration. More 
Japanese loans were possible, he said. 
The government abandoned an earlier fiscal 
deficit target of 2.8 percent for this year, saying 
it will widen to 3.7 percent -- the highest since 

2013. Najib's government had reduced fiscal 
deficit for eight straight years to 2017.  

It is targeting fiscal deficit of 3.4 pct in 2019 and 
2.8 percent by 2021, and 2 percent over the 
medium term. 
The government said it was resetting "its fiscal 
consolidation path starting from 2019 to account 

for narrow revenue base, additional provision for 

off-budget items and tax refunds."  

REVENUE MEASURES 
In an economic report released on Friday, 
Malaysia said it will cut public spending 
sharply despite foreseeing the economy 
growing more slowly. 

Lim and Mahathir blamed the Najib 
administration for the wider deficits. 

Najib is facing multiple charges of corruption, 
money laundering and abuse of power, mostly 
related to a defunct state fund, 1Malaysia 
Development Bhd.  
The former leader has denied any wrongdoing, 
and has accused his successors of trying to 
belittle his economic successes. Najib had 

introduced the consumption tax, which Mahathir 

scrapped, to reduce reliance on oil and gas 
revenue.  
But the new budget shows an increasing 
dependence on Petronas, which Mahathir said 
could afford to pay more to the government 
because of higher oil prices. 

Other than the special dividend, Petronas will 
also pay a regular dividend of 24 billion ringgit. 

Its dividends alone account for about 20 percent 
of Malaysia's revenue next year. 
Much of Petronas' dividends will go towards 
settle outstanding tax refunds.  
"A heavier reliance on commodity-based 
revenues presents an additional risk to 

Malaysia's fiscal accounts in the absence of more 

structural revenue-raising measures," Andrew 
Wood, an analyst at S&P Global Ratings, said. 
The government will also sell non-core state 
assets and land, privatise infrastructure assets, 
review existing tax structures and incentives 
offered to companies to boost revenue 

prospects. It is also reviewing several projects 
awarded by the previous administration.  
 
($1 = 4.1640 ringgit) 
(Additional reporting by Liz Lee and Emily Chow; 
Writing by A. Ananthalakshmi; Editing by Simon 
Cameron-Moore) 
(( Joseph.Sipalan@thomsonreuters.com ; 
+60323338019; Reuters Messaging: 
joseph.sipalan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan 

China promises Pakistan support as 

Khan tells of "very difficult" economy  

02-Nov-2018  
•China promises to keep aiding Pakistan, 
offers no details 
•New PM Khan meeting China's Xi amid 
financial crunch 
•Two countries to sign series of agreements 
on Saturday 

By Ben Blanchard 
BEIJING, Nov 2 (Reuters) - China promised to 

support Pakistan's economy on Friday as new 
Pakistani Prime Minister Imran Khan spoke of 

his country's "very difficult" economic 
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situation amid a burgeoning financial crisis. 

Pakistan's foreign reserves have plunged 42 

percent since the start of the year and now 

stand at about $7.8 billion, or less than two 
months of import cover. 
Pakistan last month received a $6 billion 
rescue package from Saudi Arabia, but 
officials say it will still have to seek a bailout 
from the International Monetary Fund (IMF) 
to avert a balance of payments crisis. 

It would be Pakistan's 13th rescue package from 
the multilateral lender since the late 1980s. 
Meeting Chinese President Xi Jinping in Beijing's 
Great Hall of the People, Khan said he had come 
to China to learn. 
"My party has only been in power for two 
months. Unfortunately we have inherited a very 

difficult economic situation," Khan said.  
"Countries go in cycles. They have their high 
points, they have their low points. 
Unfortunately, our country is going through a 
low point at the moment with two very big 
deficits, a fiscal deficit and a current account 
deficit. And so we, as I've said, have come to 

learn." 
Xi told Khan that he highly valued the "all-
weather" friendship between the two countries. 
"I attach great importance to China-Pakistan 
relations and am willing to work together with 
the prime minister to strengthen the China-

Pakistan all-weather strategic partnership and 
build a new era of China-Pakistan destiny," Xi 

said. 
Neither man mentioned any economic aid in 
comments made in front of reporters. 
However, the Chinese government's top 
diplomat, State Councillor Wang Yi, told 

Pakistani Foreign Minister Shah Mahmood 
Qureshi in a separate meeting that China would 
not let Pakistan down. 
"The Chinese side will continue to provide 
support and help to the best of its ability for 
Pakistan's economic and social development and 
national construction," China's Foreign Ministry 

cited Wang as saying, without giving details. 
Late on Friday, Pakistan's Information Minister 
Fawad Chaudhry told reporters Khan would 

return to the country with "good news and a 
good package", according to Pakistan's Geo TV 
news channel. 

The Pakistan prime minister's office said later 
that Xi had accepted an invitation to visit to the 
country. It gave no timeframe. 
Khan will meet Chinese Premier Li Keqiang on 
Saturday, when the two countries are expected 
to sign a series of agreements. 
Though China is Pakistan's closest ally, Khan's 

newly elected government has sought to re-
think the two countries' signature project, the 
$60 billion China-Pakistan Economic Corridor 
(CPEC), which Beijing touts as the flagship 

infrastructure programme in its vast Belt and 
Road Initiative. 
Pakistan has sought to amend CPEC to put 

greater emphasis on projects that focus on 
social development, rather than purely on 
infrastructure. 

After visiting Beijing, Khan is set to be a key 

note speaker at a major import fair in Shanghai, 

an event being touted by China as an 
opportunity to show the world the country 
welcomes foreign companies and their products. 
Khan is in China amid unrest at home over the 
acquittal of a Pakistani Christian woman on 
death row for blasphemy, which has prompted 

an ultra-Islamist party to block roads in protest. 
 
(Reporting by Ben Blanchard;  
Additional reporting by Kay Johnson in Islamabad; 
Editing by Nick Macfie, Richard Balmforth) 
(( ben.blanchard@thomsonreuters.com ; +86 10 6627 
1201; Reuters Messaging: 
ben.blanchard.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Qatar 

Qatar central bank issues 800 mln 

riyals of T-bills  

01-Nov-2018  
DUBAI, Nov 1 (Reuters) - Qatar's central bank 

sold 800 million riyals ($219.73 million) of 
treasury bills with maturities of three, six and 
nine months, it said on Thursday. 

It sold 400 million of three-month bills with a 
2.3 percent yield, 200 million riyals of six-month 
bills at 2.46 percent and 200 million riyals of 

nine-month bills at 2.69 percent. 
 
($1 = 3.6408 Qatar riyals) 
(Reporting by Asma Alsharif and Davide Barbuscia 
Editing by Gareth Jones) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Saudi Arabia sells 3.25 bln riyals in 

domestic sukuk   

29-Oct-2018   
DUBAI, Oct 29 (Reuters) - Saudi Arabia's 

government sold 3.25 billion riyals ($866.44 
million) of local currency sukuk, or Islamic 
bonds, the ministry of finance said on 

Monday. 

The sukuk were divided into three tranches of 
five, seven and 10 years. 
Saudi Arabia raised 2.33 billion riyals in five-
year sukuk, 360 million riyals with a seven-year 
maturity and 560 million riyals with a 10-year 
maturity. 
 
($1 = 3.7510 riyals) 
(Reporting by Davide Barbuscia; Editing by 
Subhranshu Sahu) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Sri Lanka 

Global pressure rises on Sri Lanka 

president to defuse political crisis  

29-Oct-2018  
By Shihar Aneez and Ranga Sirilal 
COLOMBO, Oct 29 (Reuters) - Sri Lanka 

President Maithripala Sirisena is under 
increasing pressure to uphold the island 
nation's constitution and reconvene 
parliament after his decision to replace the 
prime minister triggered political turmoil.  

Sri Lanka was plunged into the crisis on Friday 

when Sirisena sacked Prime Minister Ranil 

Wickremesinghe and swore in ex-president 
Mahinda Rajapaksa to replace him, breaking up 
a fragile coalition governing the island. 
Wickremesinghe says his sacking was illegal and 
unconstitutional and maintains he is still prime 

minister, leading to a standoff between his party 
and labour unions loyal to Sirisena.  
On Sunday, Arjuna Ranatunga, petroleum 
minister in the ousted cabinet, tried to re-enter 
his office, leading to clashes in which one person 
was killed and two were injured. 
The crisis has important ramifications in a 

battle for influence in south Asia between Sri 
Lanka's traditional ally India and China, a 
country that is playing an increasing role in 
the region.  

China, long seen as a supporter of Rajapaksa, 
has already congratulated him on becoming 
prime minister.  
But India, the European Union and the United 
States have all urged Sirisena to abide by the 

constitution.  
"We call on the president, in consultation with 
the speaker, to immediately reconvene 
parliament and allow the democratically elected 
representatives of the Sri Lankan people to fulfil 
their responsibilities to affirm who will lead their 

government," U.S. State Department 
spokeswoman Heather Nauert said in a 

statement. 
Sources in diplomatic missions said most foreign 
envoys had yet to send congratulatory messages 
to Rajapaksa as it could be interpreted as 
legitimising the new government while there 

were still complaints his appointment was 
unconstitutional.  
MARKET FALLOUT 
The political turmoil comes at a critical time for a 
Sri Lankan economy struggling with slow growth 
and a weakening currency.  
If tensions continue, Sri Lanka could struggle to 

refinance government debt that comes due in 
early 2019 at an affordable rate, credit rating 
agency Moody's said. 

The country's bonds sold off on Monday, while 
the Sri Lankan rupee fell 0.58 percent to an all-
time low.  

"The president’s sudden appointment of Mr 
Rajapaksa as prime minister significantly 

heightens policy uncertainty," said Matthew 

Circosta, an analyst at Moody's Sovereign Risk 

Group  
"Additionally, the possible social tensions that 
may unfold in the next few weeks would have a 
negative impact on the economy, which is 
already growing slowly."  
India and western countries have previously 

expressed concern about Rajapaksa's ties to 
China, after he ushered in billions of dollars of 
investment from Beijing to rebuild the country 
following the end of a 26-year war against ethnic 
Tamil separatists in 2009. 
That investment has since put Sri Lanka deep in 

debt and forced it to hand over control of a 
strategic port to China.  
 
(Reporting by Shihar Aneez and Ranga Sirilal in 
COLOMBO, writing by Alasdair Pal 
Editing by Martin Howell, Robert Birsel) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka's Political Standoff Lifts 

Refinancing Risk  

30-Oct-2018  
Fitch Ratings-Hong Kong/Singapore-October 30: 
The Sri Lankan president's sudden 
replacement of the prime minister on 26 
October highlights tensions within the 

coalition government and creates uncertainty 
over further progress on reform and fiscal 

consolidation, says Fitch Ratings. Prolonged 
political upheaval accompanied by deterioration 
of policy continuity could undermine investor 
confidence and make it more challenging for the 
government to meet its large external financing 
needs in 2019-2022. 

The outcome of the power struggle and possible 
implications for the sovereign rating (B+/Stable) 
remain uncertain. Ranil Wickramasinghe, who 
was sacked as prime minister, has called for a 
parliamentary vote to demonstrate his support, 

while members of his party have said they will 
consider impeachment proceedings against 

President Maithripala Sirisena on grounds that 
he exceeded his constitutional authority in 
replacing the prime minister. The president has 
responded by suspending parliament until 16 
November and, in the meantime, appears set to 
name a new cabinet. The ultimate shape of the 

government and its policy stance may not 
crystallise until parliament resumes. 
We last affirmed Sri Lanka's sovereign rating in 
February 2018. At the time, we noted that 
potential negative rating sensitivities included 
deterioration of policy coherence and credibility, 

a derailment of the IMF support programme or a 

reversal of fiscal improvements leading to a 
failure to stabilise government debt ratios. 
The IMF-led programme might help to anchor 
policy if there is a change in leadership, while 
the benefits of some recent structural reforms 
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are likely to persist. For example, a VAT hike has 

pushed up the revenue-to-GDP ratio and 

narrowed the fiscal deficit, while the Inland 
Revenue Act, implemented from April 2018, is 
likely to increase revenue further. Moreover, 
there is no indication that the central bank's 
autonomy will be undermined by the political 
upheaval. The central bank has been key to 

improved economic management under the IMF 
programme, with greater currency flexibility 
supporting foreign-currency reserves. 
However, the newly appointed Prime Minister 
Mahinda Rajapaksa, who served as president 
from 2005-2015, oversaw an aggressive 
Chinese-financed infrastructure drive and 
sharp increase in public debt during his 

second term from 2010-2015. His return to 

prominence could pose risks to fiscal 
consolidation, although he has yet to state his 
policy priorities. Wickramasinghe, if he hangs 
on, might also be tempted to adopt a more 
populist fiscal stance, given the political pressure 
he has faced since the ruling coalition suffered 

heavy losses in local government elections in 
February. Sri Lanka's public debt-to-GDP ratio is 
already 77.6%, which is well above the 62.9% 
median for sovereigns rated 'B' or lower. 
The next test of the government's commitment 
to the targets set out under its IMF programme 
will be the 2019 budget, which is due to be 

delivered on 5 November. A delay to the budget 
or slippage on targets could further undermine 

near-term investor sentiment, and might also 
jeopardise compliance with IMF targets under 
the IMF-supported programme, which is in any 
case due to expire in mid-2019. The government 
is also behind schedule on introducing automatic 

electricity pricing - a structural benchmark under 
the IMF programme - which could see continued 
delays under the political upheaval. 
Policy decisions that derail the IMF programme 
or lead to a loss of investor confidence could 
increase external financing challenges. The 

external debt stock is equivalent to around 60% 
of GDP, and almost 30% of this (around USD15 
billion) matures in 2019-2022. Moreover, almost 
half of public debt is denominated in foreign 

currency, which may create pressure if the 
rupee continues to weaken; it has lost 12% 
against the US dollar this year. 

 
Media Relations: Peter Hoflich, Singapore, Tel: +65 
6796 7229, Email: peter.hoflich@thefitchgroup.com; 
Leslie Tan, Singapore, Tel: +65 6796 7234, Email: 
leslie.tan@fitchratings.com; Wai-Lun Wan, Hong Kong, 
Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Yemen 

Yemen's government to raise $143 

million in debt  

28-Oct-2018  

DUBAI, Oct 28 (Reuters) - Yemen's finance 

ministry said on Sunday it will issue securities 
including domestic bonds, certificates of 
deposits and agency contracts worth 100 
billion riyals (around $143 million) to plug the 
budget deficit, the state news agency SABA 
reported. 

The ministry said the central bank will offer 27 
percent yield on the certificates of deposit and 
17 pct on the domestic bonds. 

 
(Reporting By Aziz El Yaakoubi; Editing by Toby 
Chopra) 
(( aziz.elyaakoubi@thomsonreuters.com ; 
+971552994086; Reuters Messaging: 
aziz.elyaakoubi.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Albania 

Albania's draft budget sees 4.3 pct 

growth, 1.9 pct deficit  

29-Oct-2018  
TIRANA, Oct 29 (Reuters) - Albania's draft 

budget for 2019 backs a 4.3 percent growth in 
gross domestic product while cutting the 
budget deficit to 1.9 percent and public debt 
to 64.9 percent of GDP, a copy showed on 
Monday. 

The draft budget sees revenue at 486.477 

million lek ($4.45 million), or 27.8 percent of 
GDP, and expenditure of 519.377 million lek, 
resulting in a deficit of 32.9 million lek. 
The government's total net borrowing from 
domestic and foreign sources to finance the 
budget will be 7.203 million lek. 
No less than 50 percent of any revenue from 

privatisation in 2019 will be used to reduce the 
public debt and the other half to increase capital 
expenditure, the draft budget law said. 
The stock of public debt, which Albania 
intends to bring down to 64.9 percent of GDP 
in 2019 from around 68.6 percent in 2018 
year, is estimated to reach 1.15 trillion lek 
($10.52 billion), excluding exchange rate 
fluctuations. 

However, Albania has not ruled out issuing a 
Eurobond or taking "a budget support loan", 
the draft budget said. 

Public investments in 2019 will reach $900 
million, or 5 percent of GDP to boost growth and 
employment, with plans to add about 30,000 
people to the workforce.  
The budget foresees a rise in wages for those 

working in the health sector, defence, jails and 
the diplomatic corps.  
Dividend tax will be slashed to 8 percent from 

15 percent and 15,000 employers will be given 
cuts on taxation for mid-level and high earners.  
Exemptions from Value Added Tax will benefit 
operators in the inward-processing industry of 

garments and shoes, agricultural equipment and 
pharmaceuticals.  
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($1 = 109.3000 leke) 
(Reporting by Benet Koleka; Editing by Ed Osmond) 
(( benet.koleka@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Belarus 

Belarus plans to repay up to $500 mln 

of bonds prematurely in 2018  

31-Oct-2018  
MINSK, Oct 31 (Reuters) - Belarus plans to 

repay up to $500 million of domestic bonds 
ahead of schedule in 2018, Belarussian 
Finance Minister Maxim Yermolovich said on 
Wednesday.  
Minsk also plans to get a loan of about $630 

million from neighbouring Russia next year, the 
minister said. 
 
(Reporting by Andrei Makhovsky. Writing by Andrey 
Kuzmin; 
Editing by Alison Williams) 
(( andrey.kuzmin@thomsonreuters.com ; 
+74957751242; Reuters Messaging: 
andrey.kuzmin.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bulgaria 

Bulgaria plans small fiscal deficit in 

2019, boosts wages  

28-Oct-2018  

SOFIA, Oct 28 (Reuters) - Bulgaria's centre-

right government approved a 2019 budget 
draft on Sunday with a fiscal deficit of 0.5 
percent of economic output, earmarking more 
funds for public wages, education and 
European Union-backed projects. 

The Balkan country plans to boost spending by 
15 percent on annual basis to 44.5 billion levs 
($25.94 billion) next year, a move that 

businesses and analysts have linked with an 

attempt to woo voters ahead of EU and local 
elections in 2019.  
The government will fund a 10 percent increase 
of monthly pay to all public servants, which will 
translate into 20 percent increase of teachers' 

wages and will extend more money to small 
municipalities.  
The mininum monthly salary in the EU's poorest 
member state, which hopes to bridge the income 
gap with richer Western Europe, will also see 10 
percent hike to 560 levs ($326). 
"The good economic cycle allows for significantly 

bigger budget, both in terms of revenues as well 
as spending," Finance Minister Vladislav Goranov 
told reporters.  

The government sees revenue up 12 percent to 
43.9 billion levs, betting on good economic 
growth and improved tax collection. The 
corporate tax rate will be unchanged next year. 

Trade unions have called the budget "the best in 

years", while business associations have 

expressed concern that wage growth that is not 

linked to public sector reforms will only fuel 
consumption and imports, but will not help a 
sustainable economic growth. 
Sofia sees its small and open economy 
expanding by 3.7 percent next year compared to 
3.6 percent in 2018, while the average annual 

inflation is expected to increase to 3.0 percent.  
The budget draft is pending parliamentary 
approval. 
Under the plan, the country, which hopes to 
enter the two-year obligatory waiting room 
for euro zone membership in 2019, plans to 
balance its budget as of 2020.  

Bulgaria is expected to end 2018 with a budget 

surplus of 0.5 percent. 

Bulgaria operates under a currency board 
regime that requires its central bank to set 
interest rates and leaves fiscal policy as the only 
tool to influence its economy. 
The government also plans to spend some 150 
million levs more for support of disabled people 

next year, in hopes to quell daily protests of 
disabled rights activists. 
 
($1 = 1.7153 leva) 
(Reporting by Tsvetelia Tsolova; editing by David 
Evans) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bulgaria expects budget surplus of 2.6 

pct of GDP as of end-Oct  

31-Oct-2018  
SOFIA, Oct 31 (Reuters) - Bulgaria expects to 

post a fiscal surplus of 2.6 percent of gross 
domestic product as of the end of October, 
keeping it on track to outperform its initial 

deficit target and end the year in the black, 
the Finance Ministry said on Wednesday. 

It said the Balkan country's consolidated fiscal 
programme recorded a surplus of 2.66 billion 
levs ($1.54 billion), or 2.5 percent of GDP, in the 
first nine months of 2018. 

Bulgaria is expected to end 2018 with a budget 
surplus of 0.5 percent. 
On Sunday Bulgaria's centre-right 
government approved a 2019 budget draft 
with a fiscal deficit of 0.5 percent of economic 
output, earmarking more funds for public 
wages, education and European Union-backed 
projects. 

The government will fund a 10 percent increase 
of monthly pay to all public servants, which will 
translate into a 20 percent increase in teachers' 

salaries and will extend more money to small 
municipalities. 
Sofia sees its small, open economy expanding 
by 3.7 percent next year compared to 3.6 

percent in 2018, while the average annual 
inflation is expected to increase to 3.0 percent. 

Government revenues in September rose 10.9 
percent from the same period in 2017 to 29.2 
billion levs.  
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Spending rose to 26.5 billion levs in September 

from 23.7 billion levs a year ago, mainly due to 

higher expenditure for teachers wages and state 
pensions, as well as capital expenditure on EU-
funded projects, the ministry said. 
Fiscal reserves held under Bulgaria's currency 
regime, which pegs the lev to the euro, stood at 
11.2 billion levs at the end of September. 

 
($1 = 1.7298 leva) 
(Reporting by Angel Krasimirov 
Editing by Gareth Jones) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia to formalise euro zone entry 

ambitions next year  

30-Oct-2018  
ZAGREB, Oct 30 (Reuters) - Croatia plans to 

formally notify Brussels next year about its 
intention of joining the two-year waiting room 

before eventually adopting the euro currency, 
central bank governor Boris Vujcic said on 
Tuesday. 

"We're preparing a letter of intention on joining 
the European Exchange Mechanism (ERM-2) 
(that) we plan to send (to Brussels) next year," 

Vujcic told an economic panel. 
The ERM-2 is a tool that serves as a testing 

ground for the countries that want to join the 
euro zone. During at least two years a candidate 
country must prove the stability of its currency 
against the euro within a determined fluctuation 
band. 
The Croatian government wants the country to 
join the ERM-2 in 2020 and to adopt the euro six 

to seven years from now. 
"We're aware we must continue working on 
reducing macroeconomic imbalances and 
pursuing structural reforms as a precondition 
for joining the euro successfully," Vujcic said. 

Brussels already monitors Croatia for excessive 

public debt which has been on a downward path 
in the last three years, from around 85 percent 

of gross domestic product to around 75 percent 
expected at the end of this year. 
One of the key conditions for joining the euro is 
that public debt does not exceed 60 percent of 
GDP or, if somewhat above it, clearly falling 
towards that level. 
The European Commission Vice-President Valdis 

Dombrovskis, who is on a visit to Zagreb, said 
that Brussels supported Croatia's efforts, but 
also insisted on structural reforms that would 
prove the economy resilient to potential shocks. 
"At the moment Croatia's growth potential is not 
high enough to converge quickly with more 

developed European Union economies," he told 
the economic panel. 
Croatia's economy is currently growing slightly 
below three percent annually, but its mid-term 
growth potential is seen at between 1-2 percent 

amid a poor investment climate, a rather slow 

and bloated public administration and low 

employment level among its active population.  
 
(Reporting by Igor Ilic 
Editing by Richard Balmforth) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czech central bank lowers 2018 state 

fiscal surplus outlook, raises debt 

forecast  

02-Nov-2018  
PRAGUE, Nov 2 (Reuters) - The Czech central 

bank on Friday lowered its forecast for the 
2018 public sector surplus to 1.5 percent of 
gross domestic product (GDP) from an earlier 
estimate of 1.6 percent. 

The bank cut its outlook for a 2019 surplus to 
1.3 percent from a previous forecast of 1.5 

percent. The surplus should then increase in 
2020 to 1.5 percent, its outlook showed. 
The central bank expects public debt to stand at 
33.1 percent of GDP in 2018, higher than a 
previous forecast of 32.4 percent. 
In 2019 the debt level should decrease to 30.9 
percent of GDP, compared to 30.4 percent seen 

in an August forecast. 
In 2020, the debt level should drop further to 
28.9 percent. 
 
(Reporting by Mirka Krufova; Editing by Jason Hovet) 
((prague.newsroom@thomsonreuters.com; Reuters 
Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net; 
+420-224 190 477)) 
 
 

Poland 

IMF sees Poland's 2018 general 

government deficit at 0.3 pct of GDP  

30-Oct-2018  
WARSAW, Oct 30 (Reuters) - Poland's general 

government deficit is likely to fall to a record 
low of 0.3 percent of gross domestic product 
(GDP) this year, the International Monetary 
Fund (IMF) said on Tuesday as it concluded its 
annual mission to the country. 

The gap was 1.4 percent in 2017. 
The IMF also said that it expected inflation to 

gradually edge up towards the central bank's 2.5 
percent target next year. 
"We advise to raise the policy rate in tandem 
with any persistent increase in inflation beyond 
(that)," the IMF said in a statement. 

It held its GDP growth forecast at 4.5 percent for 
2018 and 3.5 percent for 2019. 

 
(Reporting by Alicja Ptak; Writing by Agnieszka 
Barteczko; editing by John Stonestreet) 
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(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 

 
 

Romania 

Romania's budget deficit rises to 1.8 

pct/GDP in Jan-Sept  

30-Oct-2018  
BUCHAREST, Oct 30 (Reuters) - Romania's 

consolidated budget deficit widened to 1.8 
percent of gross domestic product in the first 
nine months from a shortfall of 1.5 percent at 
the end of August, finance ministry data 
showed on Tuesday. 

The government targets a full-year deficit of just 

under 3 percent of GDP. In nominal terms, the 
gap at the end of September stood at 16.8 
billion lei ($4.10 billion). 
Revenues were at 21.7 percent of GDP, or 
roughly 205 billion lei. Spending stood at 221.7 
billion lei, up 18 percent on the year. The nine-

month deficit compares with a shortfall of 0.8 
percent of GDP in the same period of last year. 
 
($1 = 4.1015 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania to issue 4.7 bln lei (1 bln 

euro) of domestic debt in Nov  

31-Oct-2018  
BUCHAREST (Romania), October 31 (SeeNews) - 
Romania's finance ministry plans to auction 
4.7 billion lei ($1.17 billion/1 billion euro) 
worth of government securities in November, 
including 540 million lei in non-competitive 

offers, it said on Wednesday. 

The finance ministry plans seven auctions of 

government securities with residual maturities 
ranging from two years to 13 years and an 
auction for one-year Treasury bills, it said in a 
monthly debt issuance calendar. 
The ministry planned to auction 4.7 billion lei 

worth of government securities in October but 
overshot its target, raising 5.65 billion lei. 
Since the beginning of 2018, the finance 
ministry has sold roughly 34.2 billion lei and has 
raised 3.75 billion euro on international markets 
from the sale of 2028 and 2030 Eurobonds, as 
well as $1.2 billion of 2048 dollar bonds. 

 
(1 euro=4.6668 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 

 

 

Romania's reserves can meet gross 

financing needs for 7 months  

02-Nov-2018  

BUCHAREST (Romania), November 2 (SeeNews) 
- Romania's financial reserves in lei and 
foreign currency currently stand at 42.1 
billion lei ($10.3 billion/9 billion euro) - 
enough to cover the country's gross financing 
needs for more than seven months, the 
finance ministry said on Friday. 

"The ministry is not experiencing liquidity 
problems given the level of foreign currency 

reserves at the disposal of the State Treasury 
and the cash balances available in the general 
government account of the State Treasury 

intended to cover needs arising from budget 
deficit financing and public debt refinancing," the 
ministry said in a statement following local 
media speculation that the government is 

allegedly borrowing at high costs. 
The foreign currency financial reserve 
available to the State Treasury provides 
protection during periods of volatility and 
high uncertainty in the financial markets that 
would materialize directly and negatively on 
the terms and conditions of the Romanian 
state's lending on financial markets, the 
ministry added. 

It also said that the financing needs for 2018 are 

covered by the Government Securities Indicative 

Programme. 
In 2018, the gross financing requirement at the 
government level is about 72 billion lei, with 
total borrowing to be attracted by the finance 
ministry on the domestic and international 

markets determined by the projected budget 
deficit equivalent to 2.97 % of GDP (about 28 
billion lei) and the volume of debt due to be 
refinanced in 2018. 
The finance ministry plans to auction 4.7 billion 
lei worth of government securities in November, 
including 540 million lei in non-competitive 

offers. 
Since the beginning of 2018, the finance 
ministry has sold roughly 34.2 billion lei worth of 

government securities on the domestic market 
and has raised 3.75 billion euro on international 
markets from the sale of 2028 and 2030 
Eurobonds, as well as $1.2 billion of 2048 dollar 

bonds. 
Romania's debt-to-GDP ratio in 2018 is 
estimated at 35%. 
 
(1 euro=4.6621 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Slovenia 

Slovenia swings to January-September 

budget surplus as inflows rise  

30-Oct-2018  

LJUBLJANA, Oct 30 (Reuters) - Slovenia had a 

central government budget surplus of about 
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350 million euros during January to 
September, compared with a deficit of 62.6 

million euros in the same period last year, as 
inflows rose by 9.3 percent to 7.2 billion 
euros, the finance ministry said on Tuesday. 

Spending was up by 2.9 percent, and spending 
on interest rates for sovereign debt fell as 
Slovenia bought back some bonds with high 
interest rates last year and issued new bonds at 
lower rates. 

"Tax income was 6.4 percent higher than in the 
same period last year," the ministry said, and 
higher inflows of European Union funds 
increased the surplus. 
Tax inflows increased amid robust economic 
growth, which the government foresees at 4.4 
percent this year compared with 4.9 percent in 

2017, boosted by exports, investments and 
household spending. 
Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 
expects a general budget surplus of 0.5 percent 
of GDP this year versus a surplus of 0.1 percent 

in 2017, the statistics office said earlier in 
October. It plans a surplus of 0.2 percent next 
year. 
 
(Reporting By Marja Novak, editing by Larry King) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Turkey 

Turkey dollar bonds jump after 

Washington lifts sanctions  

02-Nov-2018  

LONDON, Nov 2 (Reuters) - Turkey's sovereign 

dollar bonds jumped on Friday after the 
United States removed two top Turkish 
officials from the Global Magnitsky Act 
sanctions list. 

Many issues added 1 cent or more, with the 
2038 bond jumping 1.3 cents, according to 

Tradeweb data.  

Washington imposed sanctions on Turkish 
Justice Minister Abdulhamit Gul and Interior 
Minister Suleyman Soylu in August over the 
imprisonment of American pastor Andrew 
Brunson. Brunson was released in October and 
has since returned to the United States. 
 
(Reporting by Karin Strohecker; Editing by Dhara 
Ranasinghe) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 

CARIBBEAN 

 

Brazil 

New Brazil President Faces Deep Fiscal 

Challenges  

29-Oct-2018  
Fitch Ratings-New York-October 29: The 
victory of Jair Bolsonaro in the second round 
of Brazil's presidential election marks a 
significant political transition, but 
uncertainties remain over the pace and depth 

of reforms at a time when deficit and debt 

pressures are high, says Fitch Ratings. Deep 
structural challenges that are contributing to 
weak growth, large fiscal deficits and rising 
general government debt will severely constrain 
the new government's policy flexibility. 
Early results indicate that Bolsonaro won with 

about 55% of valid votes cast, defeating 
Fernando Haddad of the left-wing Worker's Party 
by a considerable margin. Momentum for 
Bolsonaro also helped to lift support for his 
right-wing Social Liberal Party (PSL) in 
congressional elections held earlier in the 
month. The PSL made significant gains, winning 

52 seats in the lower house, making it the 
second largest party in Congress. 
The strong electoral showing for Bolsonaro 
and his party could boost the new 
government's political capital and enable the 
building of a working legislative majority 
should centrist parties provide support. How 
effectively the new administration is able to 
use the honeymoon period to prioritize and 

pass its economic agenda remains uncertain. 

The ability of the president-elect to form an 
effective coalition to pass key economic bills 
early in the term will be an important early 
gauge for the overall commitment and direction 
of economic policy and the extent of reforms 
likely to be passed under his administration. The 
cohesiveness of the economic team will also be 

important, including economic cabinet 
appointments and any changes at the central 
bank. 
Bolsonaro ran on a broadly business friendly 
agenda including formal independence of the 
central bank, privatizations, reduction in tax 

exemptions, tax simplification, pension reform, 
compliance with the spending cap, and faster 
fiscal consolidation. However, the exact details 
of how his administration plans to achieve these 
objectives are limited. Structural reforms to 
improve the business climate, liberalize the 
economy and develop infrastructure will likely be 

necessary to increase Brazil's potential growth 
rate. At the same time, reforming social 

security, which accounts for over 40% of 
primary spending, as well as taking other 
measures to control spending will likely be key 
for deficit consolidation. 
A broad-based reform agenda faces execution 
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challenges even after the conclusion of the 

election cycle. Congress remains fragmented 

despite the surge in support for Bolsonaro's 
party, and structural reforms to the pension 
system and fiscal policy remain unpopular and 
have proven politically challenging in the past. 
Political negotiations and overcoming vested 
interest groups will be important to achieve 

material reforms (without significant dilution) 
and a durable fiscal adjustment. 
The lack of fiscal space, a high unemployment 
rate and a sluggish economic recovery will also 
likely limit economic policy options while posing 
risks to the new government's political capital. 

Fitch has long highlighted that without sustained 
structural fiscal reform, Brazil's fiscal and 
general government debt dynamics will worsen. 

A weak reform implementation could undermine 
investor confidence, increase the sovereign's 
borrowing costs and adversely affect the 
medium term growth outlook. 
Brazil's general government deficit is 
significantly higher than the 'BB' median, at 
around 8% of GDP in 2017. We forecast gross 
general government debt to rise to reach 
closer to 80% of GDP in 2018 and continue 
rising in 2019-20 due to continued, although 
declining, primary deficits in the baseline. 
Lackluster growth remains a significant 
challenge to reining in the deficit and halting 
further expansion of the government debt ratio. 

Real GDP growth is improving but is likely to 

remain just over 1% in 2018; we forecast it 
rising to 2.2% and 2.7% in 2019 and 2020, 
respectively. 
Fitch downgraded Brazil's ratings in February 
2018 to 'BB-' from 'BB' and revised the Negative 

Rating Outlook to Stable. 
 
Media Relations: Sandro Scenga, New York, Tel: +1 
212 908 0278, Email: 
sandro.scenga@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Brazil bonds move higher after 

Bolsonaro wins election  

29-Oct-2018  
By Paul Kilby 
NEW YORK, Oct 29 (IFR) - Brazilian sovereign 

bond prices moving higher in early trading on 
Monday after far-right candidate Jair 
Bolsonaro won a comfortable victory in 
Sunday's presidential elections. 

The sovereign's five-year credit default swaps 
were being quoted as tight as 194bp, or some 
13bp tighter from Friday's levels, according to a 
broker. 
Cash prices were also higher, with Brazil's 
4.625% 2028s trading at 94.65-95.65, or about 

half a point stronger, according to a New York 

based trader.  
Markets had largely priced in a victory for the 
right-wing firebrand and admirer of US 
President Donald Trump, leaving some traders 
to wonder whether there was much more 

immediate upside to the recent rally.  

"We all knew he was going to win," said the New 

York based trader. "Seventy percent of the move 

was priced so today is the 30%. Investors will 
take advantage of the top to sell." 
Rating agencies are also holding judgment while 
acknowledging that a Bolsonaro win has 
improved market sentiment toward a country 

that is still recovering from a wide ranging 
corruption scandal and its deepest recession in 
years.  
Fitch warned Monday that Brazil faces deep 
structural challenges and it's uncertain 
whether the new administration will be able 
to use its honeymoon period to pass key 
economic reforms.  
Markets like Bolsonaro's pro-business platform - 

pushed by his economic advisor Paulo Guedes - 
a Chicago trained economist and one of the 
founders of the investment bank that eventually 
became BTG Pactual.  
Structural reforms will be necessary to increase 
Brazil's potential growth rate, including social 
security, which accounts for over 40% of 

primary spending, said Fitch.  
"Lackluster growth remains a significant 
challenge to reining in the deficit and halting 
further expansion of the government debt ratio," 
it said.  
Gross general government debt is expected to 
rise closer to 80% of GDP this year and will 

likely increase further in 2019-2020, while 
GDP growth will be just over 1% in 2018 and 
2.2% in 2019, Fitch said. 

While a Bolsonaro victory has buoyed sentiment, 
a fragmented congress still means any reform 
agenda is at risk, Moody's said on Monday.  
And some of Guedes's pro-market pledges - 
such as privatizations and tax reform - have 

been at odds with Bolsonaro's position, added 
Moody's, which remains cautious about the 
president-elect's ability to maintain a good 
working relationship with congress. 
"That Bolsonaro has not mapped out his fiscal 
priorities means that we do not yet know the 
extent to which the next administration will 

make fiscal consolidation a top priority," Moody's 

said.  
Moody's, S&P and Fitch rate Brazil Ba2/BB-/BB-. 
 
(Reporting By Paul Kilby 
Editing by Jack Doran) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Bolsonaro adviser proposes reducing 

Brazil foreign reserves to trim debt 

30-Oct-2018  
BRASILIA, Oct 30 (Reuters) - The main 

economic adviser to Brazilian President-elect 

Jair Bolsonaro has proposed reducing the 
nation's foreign reserves to pay down public 
debt, the newspaper Valor Econômico 
reported on Tuesday. 
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Paulo Guedes, whom Bolsonaro has tapped as 

his economy minister, believes Brazil has an 

excessive liquidity cushion, the report said, 
citing an unnamed source who helped to develop 
the far-right lawmaker's government program. 
Brazil built up most of its current stock of $381 
billion in foreign reserves during former 
President Luiz Inácio Lula da Silva's 2003-2010 

government, as part of measures aimed at 
earning investors' confidence in the leftist 
administration. 
Credit agencies have repeatedly cited Brazil's 
lofty level of foreign reserves as a positive 
influence on its sovereign rating. Yet the central 

bank paid for the reserves, mostly comprised of 
low-yield bonds, with public debt that leaves the 
government paying billions in interest. 

Reducing the amount of foreign reserves would 
mean selling dollars in the market, potentially 
adding support to the Brazilian real. 
A Bolsonaro representative did not immediately 

respond to a request for comment. 
According to the website of the O Globo 
newspaper, Guedes proposed that the central 
bank could sell its reserves during a currency 
selloff, instead of the currency swaps it has 
traditionally used to smooth volatility. 
The proposal fits into a larger debate about the 

optimal level of foreign reserves, which has 
engaged economists on both ends of the political 
spectrum. 
For example, former leftist presidential 

candidate Ciro Gomes, who placed third in a 
first-round vote this month, had proposed using 

some of Brazil's foreign reserves to inject capital 
into state development bank BNDES. 
 
(Writing by Bruno Federowski; Editing by Bernadette 
Baum) 
(( Bruno.Federowski@thomsonreuters.com ; +55 61 
3426 7015; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Chile 

Chile's state energy company sells 

$680 mln in bonds  

31-Oct-2018  
SANTIAGO, Oct 30 (Reuters) - Chilean state 

energy company ENAP said it sold $680 
million in 11-year bonds on international 
markets on Tuesday to refinance its debt. 

The bonds had a yield of 5.261 percent, ENAP 
said, adding that Bank of America Merrill Lynch, 
Citigroup and Scotiabank acted as bookrunners 
for the transaction. 
"The funds obtained in this issuance will allow 

the average life of debt to be extended, aiming 

at strengthening the company financially," ENAP 
said in a statement. 
The debt sale is part of the company's effort to 
reduce costs, increase productivity and manage 
its funds more efficiently, it said. 

 

(Reporting by Antonio de la Jara, writing by Mitra Taj, 
editing by G Crosse) 
(( mitra.taj@thomsonreuters.com ; +51-1-277-9550; 
Reuters Messaging: 
mitra.taj.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Colombia 

Colombia fiscal situation improving but 

not at speed predicted  

31-Oct-2018  
Oct 30 (Reuters) -  
Colombia's fiscal situation is improving but at 
a rate less than what the government forecast 
in its medium-term fiscal targets, a director at 
credit rating agency Standard & Poor's said on 
Tuesday. 

The Andean country's so-called “fiscal rule” sets 

a central government deficit goal of 3.1 percent 
of gross domestic product for this year. The 
target figure will fall to 2.4 percent of GDP by 
2019 and 1.0 percent of GDP in 2027 under the 
rule. 
"We think there is a consolidation trend, but 

maybe our projection is a bit slower than the 
rule would demand," Manuel Orozco, S&P’s 
director of sovereign & international public 
finance ratings for Latin America told journalists. 
"We project the fiscal deficit for 2018 will reach 

the 3.0 percent of GDP predicted but what we 
project is that from there the gap between what 

we estimate and the (fiscal) rule will begin to 
open," Orozco said. 
The government of President Ivan Duque is 
set to propose a financing law to Congress on 
Wednesday considered key to keeping the 
rating of Latin America's fourth-largest 
economy intact. 

The bill would increase income tax on high 
earners and lower duties on businesses, among 

other measures, to raise 14 trillion pesos ($4.4 
billion) to finance next year's budget. 
It faces a difficult path through Congress, as the 
government does not have a solid majority and 

there is little time for debate before year-end. 
A failure to pass the reform would not mean an 

automatic cut to the country’s credit rating, 
Orozco said, but approval of the law would 
contribute to maintaining the rating. 
"What we look at is not the results from one 
year, it is the long-term trend, so we’ll view 
positively a reform that maintains sustained 
income growth in the coming years – that would 

be positive for the rating and we’ll evaluate the 
result,” he said. 
S&P is set to review Colombia's credit rating 
shortly. The agency cut its rating to "BBB-" from 
"BBB" with a stable outlook in December last 
year, citing weakened policy flexibility.  

 
(Reporting by Nelson Bocanegra and by Julia Symmes 
Cobb; editing by Clive McKeef) 
(( julia.cobb@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  16 

 

Jamaica 

Press Release FSSC Statement on 

Financial Stability Oct 2018   

02-Nov-2018  
Financial System Stability Commmittee issues  
Statement on Financial Stability  
On the occasion of its meeting on 23 October 
2018 and on its review of Bank of Jamaica's 
quarterly financial stability assessments, the 
Financial System Stability Committee 
("FSSC") issued the following statement:  

"In the statement issued in March 2018 on the 
review of Bank of Jamaica's 2017 Financial 

Stability Report, the Financial System Stability 

Committee ("FSSC") noted that positive trends 
in the macroeconomic environment coupled with 
the reduction of Government of Jamaica's 
footprint in domestic debt markets created an 
opportunity for private sector credit to expand. 

Optimism focused on these macroeconomic 
trends has the potential to overshadow a 
potential build-up of future macro-financial 
vulnerabilities. Against the background of 
Government crowding in the private sector 
through its debt-reduction programme and the 
associated expansion in credit to households and 

businesses, the FSSC recommended an increase 
in Bank of Jamaica's financial stability 
surveillance of credit markets.  
Since the March 2018 statement, the FSSC has 
met on three occasions to review Bank of 
Jamaica's quarterly financial stability 
assessments. The assessments show that 
private sector credit continues to expand with 

strong rates of growth. However, the growth in 

credit has not so far revealed any evidence of 
emerging systemic risks, as financial institutions 
have not engaged in any significant increase in 
their financial leverage. In addition, 
notwithstanding the steady uptick in private 
sector debt levels, household and non-financial 

businesses' overall debt burden is assessed as 
sustainable.  

More broadly, risks to financial system stability 
remain tempered. Financial entities are well 
capitalized and other key indicators of financial 
soundness, such a profitability and liquidity, 
have remained relatively stable over time. Bank 

of Jamaica is also taking steps to enhance its  
surveillance of financial system 
interconnectedness and its assessments of 
potential contagion from financial shock.  
The FSSC expects to make its next public 
statement on these and other emerging issues 
in March 2019.  

The FSSC is a statutory committee established 

under section 34H of the Bank of Jamaica Act, as 
amended. Its job includes reviewing 

developments in the financial system and the 
economic environment, advising on financial 
stability policy and engaging with stakeholders, 
and providing oversight of financial stability 
assessments prepared by BOJ staff.  

The financial stability mandate of the Financial 

System Stability Committee and Bank of 

Jamaica provides a statutory foundation for the 

identification, mitigation and control of systemic 
threats to financial system stability by the 
assessment of vulnerabilities within the financial 
system as a whole, as well as those arising from 
the links between the financial system and 
developments in other parts of the Jamaican 

economy and the global economy. Bank of 
Jamaica, in consultation with the Financial 
System Stability Committee, is empowered to 
develop prescriptive rules, standards and codes 
for financial institutions which specifically 
address gaps and imbalances that could 

threaten financial system stability as a whole.  
This oversight complements and does not 
replace the responsibilities and authority of Bank 

of Jamaica and the Financial Services 
Commission to supervise and regulate, 
respectively, the deposit-taking, insurance, 
securities and pensions industries. Bank of 

Jamaica and the Financial Services Commission 
also meet regularly with the Jamaica Deposit 
Insurance Corporation and the Ministry of 
Finance on the Financial Regulatory Committee, 
a statutory committee also established in 2015 
to foster timely information-sharing, coordinated 
policy development and effective crisis 

management with respect to the financial sector.  
The FSSC consists of six ex officio members and 
two members appointed by the Minister of 
Finance on the recommendation of the Bank of 

Jamaica Governor. The appointed members are 
Mr. Richard Powell, Pro-Chancellor of the 

University of Technology and Mr. Karl Wright, 
former President of Victoria Mutual Building 
Society. Both were appointed on 30 November 
2016 for a term of three years. The ex officio 
members are Bank of Jamaica Governor Brian 
Wynter (Chair), Deputy Supervisor Maurene 
Simms, Financial Secretary (Acting) Darlene 

Morrison, Senior Deputy Governor John 
Robinson (senior Bank of Jamaica executive 
responsible for financial stability), Financial 
Services Commission Executive Director Everton 
McFarlane, and Jamaica Deposit Insurance 

Corporation CEO Antoinette McKain.  
 
(C) Copyright 2018 - Bank of Jamaica 
 
 

Mexico 

Fitch Affirms Mexico At 'BBB+'; Revises 

Outlook To Negative  

31-Oct-2018  
Oct 31 (Reuters) - Fitch: 
Fitch affirms Mexico at 'BBB+'; revises 
outlook to negative. 

Fitch says Mexico's outlook revision to negative 

reflects deteriorating balance of risks confronting 

Mexico's credit profile. 
Fitch says Mexico's outlook revision to negative 
reflects growing risks for contingent liabilities for 
Mexico from pemex. 
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Fitch says downside risks related to Mexico's 

incoming administration's fiscal stance persist. 

Fitch says deteriorating balance of risks 
confronting Mexico's credit profile associated 
with scope for policy uncertainty, deterioration 
under incoming administration. 
Fitch, on Mexico, says believes that there are 
downside risks around prospective stabilization 

assumed by authorities in oil output in 2019. 
Fitch says agreement with U.S., Canada on 
revised trade treaty to replace Nafta reduces risk 
of disruption to trade with Mexico's biggest 
export market. 
Fitch says if agreement with U.S., £anada 

ratified, see Mexico's auto sector shielded from 
imposition in 2019 of tariffs by U.S. On national 
security grounds. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 
 

Mexican peso falls on Fitch warning, 

fears over new government  

01-Nov-2018 7  
MEXICO CITY, Oct 31 (Reuters) - Mexico's peso 

fell 2 percent on Wednesday after credit 
agency Fitch warned it could downgrade the 
country's debt rating due to concern about the 

incoming government's policies, dragging the 
currency down to its worst-performing month 
in two years. 

Fitch revised Mexico's rating outlook to negative 
two days after leftist President-elect Andres 
Manuel Lopez Obrador said he would cancel a 
partly-built new Mexico City airport in which 
billions of dollars have already been invested. 

There were also risks that Lopez Obrador, who 
takes office on Dec. 1, would undermine 
economic reforms, such as the outgoing 
government's opening of the oil and gas sector 
to private capital, and could take steps that hurt 
growth, Fitch said. 
Charles Seville, Fitch's primary analyst for 

Mexico, said in an interview that the decision to 
ditch the airport "came as a shock to the 

markets."  
Lopez Obrador said he would cancel 
construction of the partially-built $13 billion 
new airport after an informal referendum 
organized by his party backed his plan to 
ditch the hub for a cheaper alternative 
scheme. 

Less than 1 percent of the electorate voted for 
the cancellation of the airport in the referendum, 
which was widely criticized for lacking controls to 
assure it was fair. 
"There is the suggestion that other projects 
could be put to a popular vote, which would 
introduce more uncertainty," Seville said, 

pointing to a referendum to repeal the energy 

reform as the most worrying possibility. 
The peso closed over 1.4 percent down against 
the dollar, having earlier fallen more than 2 
percent. 
It has weakened nearly 8.7 percent in October, 

its heaviest monthly loss since the election of 

U.S. President Donald Trump in November 2016. 

The country's benchmark S&P/BMV IPC stock 
index  is on track for a 11.2 percent decline in 
October, its biggest drop since January 2009, 
during the global financial crisis. 
"The airport announcement came at a really bad 
moment for the peso because it basically 

clouded big investments and flows in 
uncertainty, erasing all the good will of the 
peaceful election in Mexico and the successful 
renegotiation of NAFTA," said Alfonso Esparza, 
an analyst at online forex broker OANDA. 
Mexico, the United States and Canada agreed on 

an update to the North American Free Trade 
Agreement at the end of September. 
The market declines early in the month in 

Mexico tracked losses in riskier assets around 
the world, due to concerns about global trade 
tensions. But Mexican markets suffered major 
losses on Monday following the decision to 

cancel the airport. 
Seville said the negative outlook on Mexico 
meant there was a "fifty-fifty" chance of a 
downgrade over the next two years. 
 
(Reporting by Noe Torres, Miguel Angel Gutierrez and 
Michael O'Boyle; editing by Dave Graham and Rosalba 
O'Brien) 
(( michael.oboyle@thomsonreuters.com ; +52-55-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Mexico reduces 4th-qtr debt auctions 

after volatility  

02-Nov-2018  
MEXICO CITY, Nov 1 (Reuters) - Mexico's 

government said on Thursday that it had 
reduced the amount of longer term debt it 
planned to offer in the fourth quarter due to 
local market volatility. 

The Mexican stock market, peso and 
government bonds had their worst monthly 
performance in years in October, after 
President-elect Andres Manuel Lopez Obrador on 

Monday decided to cancel a multibillion-dollar 
airport. 
 
(Reporting by Noe Torres; editing by Diane Craft) 
(( Christine.Murray@thomsonreuters.com ; +52-55-
5282-7147; Reuters Messaging: 
christine.murray.thomsonreuters.com@reuters.net )) 
For the Finance Ministry's calendar, see:  
https://bit.ly/2qnbql1 
(c) Copyright Thomson Reuters 2018. 
 

AFRICA 
 

Angola 

Angola sees oil production of 1.57 mbd 

in 2019 

01-Nov-2018  
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LUANDA, Nov 1 (Reuters) - Angola's oil 

production, Africa's second largest, is set to 
rise to 1.57 million barrels per day (mbd) in 
2019, from 1.52 mbd this year, as new blocks 
come on stream, according to the proposed 
government budget published on Thursday. 

The budget projects overall economic growth of 
2.8 percent, with calculations using an average 
oil price of $68.  
 
(Reporting by Stephen Eisenhammer 
Editing by James Macharia) 
(( stephen.eisenhammer@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

IMF reaches staff agreement for $2 bln 

disbursement to Egypt  

31-Oct-2018  
WASHINGTON, Oct 31 (Reuters) - The 

International Monetary Fund has reached a 
staff-level agreement with Egypt to disburse 
another $2 billion from the country's $12 
billion extended fund facility, it said on 

Tuesday. 

The funds will be available upon IMF executive 
board approval of a fourth review of the three-
year program, the organization said in a 
statement. 

At the conclusion of a staff visit to Cairo, IMF 
Middle East and Central Asia Assistant Director 

Subir Lall said that Egypt's implementation of an 
economic reform program helped the economy 
to perform well, with 5.3 percent growth in fiscal 
2017/2018 and lower unemployment. 
For fiscal 2018/2019 and beyond, Lall said 
Egypt's goal remains to cut general government 
debt and achieve a primary surplus of 2 percent 

of GDP. 
He said the government also remains committed 
to continuing energy subsidy reforms and raising 
revenues to invest in well targeted social safety 
net, health, education and infrastructure.  
 
(Reporting by David Lawder, Editing by Rosalba 
O'Brien and Richard Chang) 

(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Kenya 

Kenya's 2018/19 foreign borrowing to 

depend on global financial markets  

31-Oct-2018  
NAIROBI, Oct 31 (Reuters) - Kenya will make a 

final decision on the amount of foreign 
borrowing in its 2018/19 (July-June) fiscal 
year after it has studied conditions in global 
financial markets, the finance minister told 
Reuters on Wednesday. 

The borrowing from international capital markets 

will also depend on the amount of revenue the 

government will be able to collect as the year 
progresses, and the amounts it will be able to 
raise from the domestic debt market, Henry 
Rotich said. 
In his budget for this year, Rotich set the fiscal 
deficit target at 5.7 percent of gross domestic 

product. He said half of that gap, or some 287 
billion shillings ($2.81 billion), would come from 
net external financing, without offering further 
details. 
"It (foreign borrowing) depends on how our 
revenues evolve, it depends on how our 

domestic market evolves... when we have made 
an analysis of the global financial markets," he 
said by telephone.  

 
($1 = 102.0000 Kenyan shillings) 
(Reporting by Duncan Miriri; 
Editing by Gareth Jones) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Nigeria 

Fitch Revises Nigeria's Outlook to 

Stable; Affirms at 'B+'  

02-Nov-2018  
Fitch Ratings-Hong Kong-November 02: Fitch 
Ratings has revised the Outlook on Nigeria's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) to Stable from Negative and 
affirmed the rating at 'B+'. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The revision of the Outlook on Nigeria's Long-
Term IDRs reflects the ongoing economic 
recovery and decreasing external 
vulnerabilities, both supported by increased 
oil production and higher global oil prices. 

Despite setbacks, the Nigerian economy is 

continuing its slow recovery from the recession 
that ended in early 2017. Non-oil growth has 
been supported by an increase in the supply of 

foreign exchange and will receive an additional 
boost as the government begins its delayed 
implementation of the 2018 capital budget. 
Political uncertainty ahead of the general 
election scheduled for February 2019 may lead 
to some weakening in growth, but we expect 
any disruption to be short-lived. The contribution 

of the oil sector has been positive in 1H18 as oil 
production, including condensates, has averaged 
just below 2.1 million barrels per day (mbpd), 
compared with 1.9 mbpd in 2017. Fitch expects 
average production to remain around 2.1 mbpd 

through 2018 and 1H19. 
Fitch forecasts GDP growth of 2.0% overall in 

2018, increasing to 2.5% in 2019 and 3.3% in 
2020, and the agency expects that Nigeria's 
medium-term growth will average around 4.0%. 
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Oil production will increase as new exploration 

and oil infrastructure projects begin to come 

online, but Nigeria will struggle to raise 
production to the levels envisaged in the 2019-
2021 Medium Term Expenditure Framework 
(MTEF). 
High inflation has been a rating weakness, but 
CPI growth slowed to 11.3% yoy in September 

2018, down from a recent peak of 18.7% in 
January 2017. Inflation fell rapidly in 1Q18, but 
disinflation has slowed since, as base effects 
fade and conflicts between herders and farmers 
affect food supplies. Fitch expects that annual 
average inflation will fall, but remain in the 

double digits through 2019. Despite falling 
inflation, Fitch expects that the Central Bank of 
Nigeria (CBN) will move towards tighter 

monetary policy to support FX rate stability. The 
CBN has kept the monetary policy rate at 14% 
since May 2016, but has conducted monetary 
policy through its sales of Open Market 

Operation bills and by managing the reserve 
ratio. 
Foreign currency availability has improved 
although Fitch believes that it remains a 

constraint on economic growth. The CBN 
continues to operate an FX regime with multiple 
windows and exchange rates, which will not 
change before the general elections. However, 

the wholesale interbank FX rate has depreciated, 
bringing it closer to the rate at the Investors and 
Exporters window. 

Nigeria has increased its stock of international 
reserves to USD44.6 billion (7.2 months of 
current external payments) as of September 

2018, from USD37.9 billion at end-2017. The 
accumulation of reserves has been a function of 
both an increase in oil export receipts and an 
increase in inflow of foreign investments. 
Nigeria's external flows are exposed to global 
risk sentiments as well as to investor's views on 
Nigeria's political and fiscal developments. 

However, the build-up of reserves provides a 
substantial external buffer. 
Nigeria's 'B+' IDRs also reflect the country's 
position as Africa's largest economy and its well-

developed domestic debt markets, balanced 
against low levels of domestic revenue 
mobilisation and of GDP per capita, a high level 

of hydrocarbon dependence, and low rankings 
on governance and business environment 
indicators. 
Nigeria continues to run persistent fiscal 
deficits at both the central and general 
government levels. Fitch forecasts a general 
government deficit of 4.3% of GDP in 2018, 
approximately the same as 2017. The 

government's 2019-2022 Medium Term 
Expenditure Framework envisages a decrease 
in expenditure following three straight years 

of increasing capital expenditure. Lower 

expenditure, as a percentage of GDP, will help 
the general government fiscal deficit to narrow 
to 4% of GDP in 2019, but the government will 
continue to experience difficulty in raising non-

oil domestic revenue. Oil revenue has increased 
since hitting bottom in 2016, but volatile 

production levels and inefficiencies within the 

petroleum sector have limited the transmission 

of higher oil prices to higher government 
revenue. 
Nigeria's general government debt will rise to 
292% of revenue, well above the historical 'B' 
median of 205% of revenue, reflecting the 
accumulation of new debt and the lack of 

progress on raising government revenue. At 

20% of general government revenue, interest 
payments are already more than twice the 'B' 
median. Federal government interest 
expenditure to federal government revenue 
stands much higher at just below 60%. 
Fitch forecasts Nigeria's current account (CA) 
surplus to widen to 3.6% of GDP in 2018 as oil 

export receipts have grown thanks to high oil 

prices. The CA surplus will narrow in subsequent 
years as import growth increases following 
several years of import compression related to 
tight foreign exchange supply. Nigeria is a net 
external creditor equivalent to 12% of GDP in 
2018. 
Fitch considers that the easing of foreign-
currency liquidity has reduced risks regarding 
Nigerian banks' ability to meet dollar 
liabilities and external debt repayments. 

However, economic headwinds have continued 
to affect asset quality. Average industry NPLs 
(according to CBN data) increased to 15% at 
end-2017, reflecting the lag affect from 2015. 

NPLs are concentrated in the oil and gas sector. 

The ongoing economic recovery, higher oil prices 
and widespread loan restructuring is likely to 
moderately help asset quality, but high NPLs will 
weigh on private sector credit provision. Credit 
to the private sector returned to modest positive 
growth in 2018 after tight domestic liquidity and 

crowding out from government borrowing led to 
a contraction of 5% through November 2017. 
The outcome of the upcoming general elections 
remains uncertain. President Buhari will face a 
strong challenge from former Vice President 
Atiku Abubakar, who won the October 2018 
primary to be the People's Democratic Party 

candidate. Abubakar has made limited 
statements regarding his economic policy 

platform, but has criticised the current FX 
regime and has also signalled his support for 
devolving more control over public finances to 
the state governments. If Buhari is re-elected, 

we expect his government to continue 
implementing the economic programme outlined 
in the Economic Recovery and Growth Plan 
released in March 2017. Fitch does not expect 
widespread disruption or instability around the 
election. However, a flare-up of violence in the 
Niger Delta around the elections presents 

downside risk to the fiscal, external and GDP 
growth forecasts. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Nigeria a score 
equivalent to a rating of 'B+' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final LT 
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FC IDR, but did apply the QO, relative to rated 

peers, as follows: 

•External Finances: +1 notch, to reflect Nigeria's 
position as a net external creditor with sovereign 
net foreign assets well above the 'B' median. 
•Public Finances: -1 notch, to reflect Nigeria's 
poor fiscal framework, fiscal rigidities, and low 
domestic revenue mobilisation. Fitch also added 

the -1 notch to reflect the view that Nigeria's 
debt/GDP level does not fully capture risks to 
debt sustainability related to the high 
debt/revenue ratio. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 

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

not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could lead to positive 
rating action are: 
•A reduction of the fiscal deficit and the 
government debt/revenue ratio. 
•Implementation of structural reforms and 

macroeconomic policy adjustments that increase 
economic growth potential. 
The main factors that could lead to negative 
rating action are: 

•Failure to achieve a sustainable fiscal 
consolidation leading to a marked rise in the 

government debt/revenue ratio. 
•A loss of foreign exchange reserves that 
increases vulnerability to external shocks. 
•Worsening of political and security environment 
that reduces oil production for a prolonged 
period. 
KEY ASSUMPTIONS 

Fitch's forecasts are for Brent crude to average 
USD70/b in 2018 and USD65/b in 2019, based 
on the Global Economic Outlook published in 
September 2018. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 
'B+'; Outlook revised to Stable from Negative 

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

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

 

Rwanda 

Fitch Affirms Rwanda at 'B+'; Outlook 

Stable   

02-Nov-2018  
Fitch Ratings-London-November 02: Fitch 

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

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Rwanda's 'B+' ratings balance its strong 
governance, conducive business environment 
and stable macroeconomic performance, 
marked by high potential growth and 
relatively low inflation against weak income 
and development indicators, twin deficits and 
high public external indebtedness. 

Fitch forecasts Rwanda's current account deficit 
(CAD) to widen in 2018 to 10.3% of GDP 

(current 'B' median: 3.9%), peaking at 10.5% in 
2019 before narrowing slightly to 9.6% in 2020. 
The worsening CAD forecast compared with our 
May 2018 review (8.5% and 8.9% for 2018 and 
2019, respectively) reflects the government's 
plans to increase capital expenditure projects 
that will see higher goods and services imports 

especially related to construction. 
The worsening CAD masks an improving trend in 

goods exports (1H18: 23.9%yoy) due to the 
recovery in global prices for traditional coffee, 
tea, and mineral exports, and to good 
agriculture exports owing to favourable weather 
in 1H18. Non-traditional exports also contributed 

strongly with 19.1%yoy growth in 1H18, 
supported by milling products (23.3%yoy) and 
'other mineral' exports (50.2%yoy). Risks of 
rapid growth in 'other mineral' exports 
unwinding are somewhat offset by upside risks 
to the continued improvement in other export 

goods, while plans to expand Rwanda into an air 
travel hub adds additional downside risk to the 
CAD forecasts in the medium term. 

Fitch expects the CAD to be financed primarily 
by external sovereign borrowing with a high 
share of concessional loans, averaging 4.4% of 
GDP per year in the forecast period, partly by 

donor grants averaging 2.4% of GDP, and net 
FDI averaging 2.2% of GDP per year. 
Consequently, net external debt should rise to 
32.1% of GDP by 2020 (2017: 27.3%), roughly 
double the historical 'B' median (14.9%) and 
raising Rwanda's vulnerability to external 
shocks. Refinancing risks are expected to rise as 

global financing conditions tighten and as 
Rwanda approaches higher external debt 
repayments in 2021 (USD195 million) and 2023 
(USD536 million). In the absence of external 

shocks, Fitch forecasts international reserves 
coverage to remain relatively resilient at 3.9 

months current external payments in 2018, 
falling only slightly to 3.6 months by 2020. 
A high degree of concessionality (61% of total 
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government debt at June 2018) lowers Rwanda's 

external interest and debt service metrics, while 

strong performance on the IMF programme has 
underpinned donor and concessional financing 
while providing access to FX reserves under the 
IMF's Standby Credit Facility programme. The 
IMF's Policy Support Instrument programme has 
concluded its final review, and Fitch expects a 

new programme to be negotiated by February 
2019. 
Rwanda's five-year average real GDP growth is 
7.1%, significantly stronger and more stable 
than the 'B' (4.7%) and 'BB' (4.2%) medians. 
Real GDP growth is forecast to pickup in 2018 to 

7.2% (2017: 6.1%) and further to 7.7% in 
2019-20 and to be broad-based in production 
terms. Growth registered 8.6% yoy in 1H18, 

driven by private investments, government 
infrastructure investments, and supported by 
favourable weather conditions boosting 
agriculture harvests. Transport and conferencing 

services have also benefitted from RwandAir's 
expanded flight routes to London and Cape Town 
since 2017, and will continue with four new 
aircraft leases as part of RwandAir's expansion 
plans. Risks to growth are tilted to the downside 
and relate to external shocks from global 
protectionism and risks of Ebola in the 

Democratic Republic of the Congo affecting 
tourist confidence and cross-border trade in 
Rwanda. 
Inflation across the entire country fell to -1.1% 

yoy from its 13.4% peak in February 2017, as 
pass through from the depreciation of the 

Rwandan franc faded, and food and beverage 
prices contracted (by an average of 6.4% in 
2018 ytd) due to the good harvests. Milder 
external pressures and the relative stability of 
the Rwandan franc resulted in imported goods 
inflation stabilising at 4.9% yoy in September 
2018, while rising oil prices supported inflation 

with energy prices in Rwanda rising by 11.5% 
yoy in September 2018. 
Public finances are a neutral factor for the 
rating, but have gradually worsened with the 
government's plans to raise capital 
expenditure for FY17/18 (year ending June 
2018) to FY19/20 financed by concessional 
loans, delaying the fiscal deficit reduction 
path by roughly two years relative to Fitch's 

fiscal projections a year ago. The general 

government deficit is now forecast to average 
5.1% of GDP over FY17/18 to FY19/20, 
compared with an average of 4.1% of GDP at 
the time of our November 2017 review and a 
current 'B' median of 4.3%. 
Government capital expenditures are forecast to 

peak in FY18/19 at 11.5% of GDP, 2.2pp higher 
than projected a year ago, are driven mainly by 
construction of the new Bugesera airport, new 
road projects, aircraft leases for RwandAir's 

expansion, and social housing projects, and are 
predominantly financed by concessional loans. 
Current expenditures on the other hand are 

forecast to remain relatively stable at 15% of 
GDP. Income and property tax reforms and an 
expanded roll-out of electronic billing machines 

should raise tax revenues to 16.3% of GDP by 

FY20/21 from 15.6% in FY18/19, offsetting a 

decline in grants to 3.8% of GDP from 4.8% 
over the same period. 
General government debt and especially 
external debt, has been rising with the 
government's infrastructure investment plans. 
While general government debt at 45.0% of 
GDP at end-FY16/17 was previously in line 
with Fitch's historical median of 'B' rated 

sovereigns (46.8% of GDP), debt including 
government guarantees is now forecast to 
rise to 52.4% of GDP by end-FY18/19, and to 

54.8% by FY20/21. The government's plan to 
increase its reliance on domestic financing by 
extending local currency government bond 
maturities and increasing issuances will also be 
constrained by the size of the local capital 

market and could result in a dampening of 
private sector credit growth in the forecast 
period. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Rwanda a score 
equivalent to a rating of 'BB-'on the Long-Term 

Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
•External Finances: -1 notch, to reflect high net 
external debt, especially at the sovereign level, 

and vulnerability of the economy to external 
shocks. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 

score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 

The Stable Outlook reflects Fitch's assessment 
that risks to the rating are currently balanced. 

However, the following factors could, individually 
or collectively lead to positive rating action: 
•Continued strong GDP growth supporting 
income convergence towards 'BB' rated peers. 
•Marked and sustained narrowing of the current 

account deficit, supported for example by strong 
export growth and greater regional integration. 
The main factors that could individually or 
collectively result in negative rating action are: 
•Weakening external finances such as a 
continued build-up in external debt or a 

depletion of FX reserves, for example from a 
sharper than expected contraction or suspension 
of donor grants and loans, or commodity price 

shock. 
•A failure to stabilise the upward trajectory of 
gross general government debt/GDP ratio, or the 
emergence of significant contingent liabilities 

(e.g. at the state-owned airline RwandAir). 
KEY ASSUMPTIONS 
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Fitch assumes Rwanda will continue to 

implement structural reforms and prudent 

economic policies with support from the IMF 
under successor programmes. 
Fitch assumes that the ruling RPF government 
will be able to maintain broad social and political 
stability. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 
'B+'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'B+'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 

Country Ceiling affirmed at 'B+' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B+' 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Senegal 

IMF Staff Completes 2018 Article IV 

Consultation Discussions and Review 

Mission to Senegal  

31-Oct-2018  

October 31, 2018  
End-of-Mission press releases include 
statements of IMF staff teams that convey 
preliminary findings after a visit to a country. 
The views expressed in this statement are those 
of the IMF staff and do not necessarily represent 

the views of the IMF's Executive Board. Based 
on the preliminary findings of this mission, staff 
will prepare a report that, subject to 
management approval, will be presented to the 
IMF's Executive Board for discussion and 
decision.  
•Growth is expected to remain above 6 percent 

in 2018 for the fifth consecutive year while 
inflation remains low.  

•Program implementation in the first half of 
2018 was broadly satisfactory, but meeting the 
end-December fiscal targets will require major 
efforts given the large shortfall in domestic 

revenues at end-September 2018.  
•The 2019 budget is consistent with the WAEMU 
fiscal deficit target of 3 percent of GDP, but 
achieving this target may prove challenging.  
A staff team from the International Monetary 
Fund (IMF), led by. Michel Lazare, visited Dakar 
on October 18-31, 2018 and engaged in 

discussions as part of the 2018 Article IV 
Consultation and the seventh review of the IMF's 
Policy Support Instrument (PSI) .  

At the conclusion of the visit, Mr. Lazare issued 
the following statement:  
'Growth is expected to stay strong in 2018. It is 
projected to exceed 6 percent for the fifth 

consecutive year, driven by both public and 
private investment. Growth is supported by 

strong performances in the construction and 

services sectors, but was hindered in the 

agricultural sector by late and insufficient 
rainfall. Inflation over the twelve months 
through September was below one percent and 
is projected to remain low for the rest of 2018.  
'Program implementation in the first half of 2018 
was broadly satisfactory. While most 

quantitative targets were met at end-June, the 
fiscal deficit target was met partly through a 
slower-than-expected execution of public 
spending to compensate for the large shortfall in 
domestic revenues. Furthermore, the ceiling on 
the share of the value of public sector contracts 

subject to single sourcing has not been 
respected since December 2017 mainly due to 
spontaneous offers.  
'However, pressures have been rapidly 
building in the fiscal sector over the last few 
months. Revenues are now projected to fall 
short of the December 2018 target by 0.9 

percent of GDP. Rising global oil prices, coupled 
with stable retail energy prices, continued 

pressure on current expenditures, and 
substantial treasury financing of SN La Poste has 
further contributed to a very challenging budget 
situation. This led to an accumulation of unmet 
obligations to the energy sector and payment 
delays to other suppliers and economic 
operators. Meeting the end-December fiscal 

targets for 2018 under the PSI will require major 
efforts. The authorities have agreed to cut 

substantially non-urgent domestically-financed 
capital expenditure and non-wage current 
spending to stay within the agreed fiscal 
envelope.  
'To help contain fiscal pressures and risks to 
completion of the review, the authorities have 
agreed to significantly strengthen public 

financial management through: (i) permanently 
limiting Treasury financing of SNLa Poste, and 
(ii) ceasing use of various budgetary letters that 
commit central government to expenditures 
beyond the current budget year or to 

expenditures outside the budget.  
'Most of the structural reforms for the seventh 
review have been implemented. But there have 

been delays in the operationalization of the 
payment of taxes via mobile phones, and limited 
progress has been made in implementing the 
action plan for reducing tax expenditures.  

'The 2019 draft budget is consistent with the 
WAEMU fiscal deficit target of 3 percent of GDP. 
However, achieving this target will prove 
challenging given the recent weakness of 
revenue collection and the adverse fiscal impact 
of persistently high global oil prices.  

'In the medium term, the authorities need to 
develop a tax policy and revenue administration 
strategy to reach the WAEMU tax revenue to 
GDP target of 20 percent over the medium term. 

They also need to set up a fiscal framework to 
manage the oil and gas wealth in line with 
international best practices that should aim at 

limiting the procyclicality of fiscal policy. The 
debt management strategy should aim to 
increase the share of domestic debt in total debt 
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and rely on concessional debt whenever 

possible.  
'The second phase of the Plan Senegal 
Emergent (PSE) aims to address the 
structural challenges to prolong recent strong 

growth performance. The authorities are 
implementing measures to reinforce the 
implementation of key reforms in the PSE, 
including to further develop the financial sector 

and improve the flow of credit to small and 
medium size enterprises, reduce energy costs, 
and simplify tax administration to improve the 
business environment and allow the private 
sector to drive sustainable growth.  
'The seventh review under the PSI is scheduled 
to be taken up by the IMF Executive Board in 

January 2019.'  

The team met with H.E. the President of the 
Republic, Macky Sall, the Ministers for the 
economy, finance and planning, Amadou Ba, 
petroleum and energy, Mansour Elimane Kane, 
the BCEAO National Director, Ahmadou Lo, and 

other senior government officials as well as 
development partners and civil society. The 
team wishes to thank the authorities for the 
close working relationship and climate of 
openness in evidence throughout the 
discussions.  
 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Seychelles 

Seychelles raises $15 million with 

world's first blue bond  

30-Oct-2018  
NAIROBI, Oct 30 (Reuters) - Seychelles has 

raised $15 million by offering the world's first 
blue bond, raised from investors to finance 
ocean-based projects, to expand its marine 
protected areas and boost its fisheries sector. 

The Indian Ocean archipelago's economy is 

dependent on the ocean and on fisheries for 
food, nutrition and livelihoods, marine habitats, 

and other blue economy sectors like tourism.  
The 10-year bond was sold directly to three 
social impact investors based in the United 
States; Calvert Impact Capital, Nuveen, and 

Prudential, through Standard Chartered which 
served as the placement agent, said the World 
Bank, which supported the issuance.  
"The general population will benefit from a 
healthier marine environment and increased 
food security," said the Bank, which offered a 
partial guarantee for the bond. 

In February, Seychelles gave details on the first 
210,000 square kilometre (81,000 square miles) 

area to be conserved, limiting activities like 

fishing, oil exploration and large-scale 
development in the most fragile habitats, while 
allowing them under certain conditions in the 
rest of the area. 
The archipelago of fewer than 100,000 people 

mainly relies on tourism and fishing for revenue, 

but in recent years oil and gas companies have 

been exploring its turquoise waters, home to 

dugongs, turtles and tuna. 
Seychelles, rich in underwater reefs and 
postcard-perfect beaches, defaulted on its debt 
in 2008 and clawed its way back to prosperity 
with assistance from the International Monetary 
Fund. 
Government officials have since been 
searching for ways to preserve their 
environment without endangering financial 
stability. 

In February, it said it had reached an agreement 
with U.S.-based conservation group The Nature 
Conservancy to buy up nearly $22 million of 
Seychelles’ outstanding $406 million sovereign 

debt in return for the country designating a third 

of its marine area as "protected". 
 
(Reporting by George Obulutsa; Editing by Duncan 
Miriri and Ed Osmond) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

S&P says concerned about South 

Africa's fiscal consolidation, land 

reform  

30-Oct-2018  
JOHANNESBURG, Oct 30 (Reuters) - South 

Africa's sovereign rating risked being 
downgraded due to concerns about the 
postponement of fiscal consolidation and lack 
of clarity around land expropriation, a senior 
S&P Global Ratings analyst said on Tuesday. 

Recession-hit South Africa last week unveiled a 

bleak budget that saw wider budget deficits and 
low growth. South Africa is rated "junk" by S&P 
Global Ratings and Fitch. 
"It is on those two aspects we would consider 
lowering the rating," Ravi Bhatia, Director, 
Sovereign Ratings at S&P, said, referring to land 

reforms and fiscal consolidation.  

The next rating review by S&P would be on Nov. 
23, he said. 
Bhatia said fiscal consolidation had been 
postponed in the Medium Term Budget Policy 
Statement (MTBPS) presented by new Finance 
Minister Tito Mboweni on Wednesday last 
week.  

"This has been a trend for many years. That the 
deficits in the MTBPS are being revised upwards 

... that feeds into the debt stock where you see 
it rising towards 60 percent with no clear 
stabilisation," he said.  
"And if you look at interest payments as a 
percentage of revenues, they're above 10 

percent, and whether they'll go above our 
thresholds of 15 percent is something to watch." 

Bhatia also said "sentiment has been dampened 
by the lack of clarity in the land expropriation." 
South Africa's ruling African National Congress 
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(ANC) has said it aims to change the constitution 

to allow for land expropriation without 

compensation to address racial disparities in 
land ownership that persist more than two 
decades after apartheid’s demise in 1994. 
President Cyril Ramaphosa has said the policy 
will be undertaken in a way that does not 
threaten food security or economic growth. The 

ANC has said unused land will be the main 
target. However, the policy has still unnerved 
investors worried about the impact on property 
rights. 
 
(Reporting by Mfuneko Toyana 
Editing by James Macharia) 
(( tiisetso.motsoeneng@thomsonreuters.com ; +27 11 
775 3122; Reuters Messaging: 
tiisetso.motsoeneng.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 

 
 

Tunisia 

Fitch Assigns Tunisia's New EUR Notes 

Final 'B+' Rating  

31-Oct-2018  
Fitch Ratings-Hong Kong-October 31: Fitch 

Ratings has assigned Tunisia's new EUR500 
million 6.75% notes maturing in October 2023 
a final rating of 'B+'. This replaces the 
expected rating of 'B+(EXP)' that Fitch 
assigned on 19 October 2018. 

KEY RATING DRIVERS 

The rating is in line with Tunisia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) of 
'B+', which has a Negative Outlook. 
RATING SENSITIVITIES 
The rating would be sensitive to changes in 
Tunisia's Long-Term Foreign-Currency IDR. 

In May 2018, Fitch affirmed Tunisia's Long-Term 
Foreign- and Local-Currency IDRs at 'B+' and 
revised the Outlook to Negative from Stable. 
 
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 
 
 

Zimbabwe 

Zimbabwe's 2018 budget deficit seen 

at 11.1 percent of GDP  

29-Oct-2018  

HARARE, Oct 29 (Reuters) - Zimbabwe's 

budget deficit will more than double to 11.1 
percent of gross domestic product this year 
from an initial forecast of 5 percent due to 
runaway government spending, a senior 
treasury official said on Monday. 

President Emmerson Mnangagwa's government 
cranked up spending by increasing public sector 

salaries and purchasing farming inputs for rural 

farmers ahead of a disputed July 31 presidential 

election. 
The southern African nation is facing an acute 
shortage of dollars that has stifled imports and 
sent prices soaring. 
George Guvamatanga, the top civil servant at 
the finance ministry said the government 

planned to reduce spending by, among other 
measures, cutting its wage bill by $330 million 
between 2019 and 2020. 
"A double digit budget deficit Mr Chairman is not 
sustainable," Guvamatanga told a parliamentary 
committee. 

Guvamatanga said government revenues were 
set to rise to $5.7 billion this year compared 
with an initial projection of $5 billion. The figure 

would rise to $6.4 billion next year, 
Guvamatanga said, adding this showed the 
economy was performing. 
Zimbabwe's statistics agency this month rebased 

some of its economic statistics, in an unexpected 
move that increased the nominal size of the 
struggling economy by more than 40 percent. 
 
(Reporting by MacDonald Dzirutwe 
Editing by James Macharia) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018.  
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