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ASIA 
 

Armenia 

Moody's says Armenia maintains 

record of robust economic 

management, but external risks 

prominent  

03-Aug-2017  

Aug 3 (Reuters) -  
Moody's - Armenia maintains record of robust 
economic management, but external risks 
prominent. 

Moody's says Armenia's B1 issuer rating helped 
by its track record of robust economic and 
financial management, and high debt 

affordability. 
Moody's on Armenia - economy is recovering 
solidly in 2017, on back of accommodative 

monetary policy and strengthening external 
demand. 
Moody's says Armenia's fiscal strength has 
"weakened" when compared with a few years 

ago. 
Moody's on Armenia - external risks remain 
prominent, given high economic exposure to 
russia, generally low economic resilience,reliance 
on external funding. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

China 

China finance ministry to reopen 64 bln 

yuan of bonds on Aug 9  

02-Aug-2017  
BEIJING, Aug 2 (Reuters) - China's Ministry of 

Finance said on Wednesday that it would 
reopen an issue of two-year bonds from June 
15, auctioning an additional 28 billion yuan 
($4.16 billion) on Aug. 9. 

The bonds will be issued from Aug. 9 to Aug. 10 

and begin secondary market trading on Aug. 14, 
the ministry said in a statement.  
The finance ministry will also reopen an issue of 
five-year bonds from July 13, auctioning an 

additional 36 billion yuan on Aug. 9. 
The bonds will be issued from Aug. 9 to Aug. 10 

and begin secondary market trading on Aug. 14. 
 
($1 = 6.7243 Chinese yuan) 
(Reporting by Beijing Monitoring Desk; Editing by 
Jacqueline Wong) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
 
 

Foreign holdings of Chinese debt up in 

July, Bond Connect impact limited  

03-Aug-2017  

By Andrew Galbraith 
SHANGHAI, Aug 3 (Reuters) - Foreign investors 

increased their holdings of Chinese bonds for 
a fifth consecutive month in July, but official 
data showed little evidence that the country's 
one-month-old scheme to ease bond market 

access for overseas investors has had a 
significant impact on trading. 

Holdings of Chinese treasury bonds by overseas 
investors rose by 37.82 billion yuan ($5.62 
billion) in July to 487 billion yuan, according to 
Reuters' calculations based on data from China 
Central Depository and Clearing Co (CCDC), the 
official bond clearing house. 

Increases in holdings of Chinese treasury bonds 

and some corporate bonds offset a net decrease 
in holdings of policy bank bonds. 
Data showed that foreign investors increased 
their holdings of all Chinese bonds by 37.8 
billion yuan in July to 841.5 billion yuan. 

mailto:Publicdebtnet.dt@tesoro.it
mailto:LushaZhang1@thomsonreuters.com
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For the first seven months of the year, foreign 

holdings of Chinese debt rose 62.6 billion yuan. 

While the monthly increase in holdings of all 
Chinese bonds was the highest since September 
2016, the numbers appear to reflect Chinese 
money lured home from overseas by a stable 
yuan and relatively high onshore rates, rather 
than significant new interest among foreign 

buyers prompted by the Bond Connect scheme.  
Yields on benchmark 10-year Chinese 
government bonds were at 3.644 percent on 
Thursday, up 98 basis points from lows in 
October. 
"In the early days, it's mainly the overseas 

companies of Chinese institutions that are 
coming in (through Bond Connect). Later there 
should be real overseas institutions. Overseas 

investors need time," said David Qu, markets 
economist at ANZ in Shanghai. 
Described by regulators as a significant step 
toward increasing cooperation between capital 

markets in mainland China and Hong Kong, the 
Bond Connect scheme began on July 3 with the 
opening of "Northbound" trade, allowing eligible 
Hong Kong and overseas institutions to buy and 
sell onshore bonds.  
Since then, the programme has been slow to 
take off as many overseas investors adopt a 

wait-and-see attitude to increased participation 
in the onshore bond market.  
The 7.05 billion yuan in aggregate first-day 
trading volumes through Bond Connect, 

described as "brisk" in a statement by CFETS, 
represented a small fraction of trades in a 

market where a single trader chat group can 
produce daily trade volumes of 10 billion yuan. 
Regulators have not released additional Bond 
Connect data since July 3. 
In an emailed response to questions from 
Reuters, a spokeswoman at Hong Kong 
Exchanges and Clearing did not provide trading 

data, but said that 24 onshore institutions are 
participating in the programme as dealers, 
providing quotations to more than 150 overseas 
institutional investors. 
Seventy overseas institutions participated in 

trade on the launch day. 
Income Partners, a Hong Kong-based asset 

manager specialising in Asian fixed income, 
bought onshore paper through Bond Connect on 
July 3, but had not made any further trades 
through the programme since then, said 
Raymond Gui, senior portfolio manager.  
"It's true that we haven't traded more after the 

first day, but that's because it's our medium-
term allocation and the onshore market hasn't 
moved much since then," he said. 
He said that the company remains interested in 
using the scheme in addition to its existing 
quota for investing in onshore bonds through the 
RQFII program, and sees particular value in 

Chinese government and policy bank bonds. 
Market participants say that the potential 
inclusion of China's $9 trillion bond market into 
major global bond indexes would prompt large 
inflows into the market, with some arguing that 

the Bond Connect itself removes some barriers 

to inclusion. 

But, Bank of America Merrill Lynch Rates 
Strategist Yang Chen said in a note on 
Wednesday that while it represents a useful 
addition to existing programmes, "the Bond 
Connect alone does not increase the chance of 
potential inclusion much, as hedge funds and 

interest-rate derivatives remain excluded, at 
least on paper." 
 
($1 = 6.7270 Chinese yuan) 
(Reporting by Andrew Galbraith; Editing by Kim 
Coghill) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
 
 

India 

India Sovereign Bonds Seen Higher 

Tracking US Treasuries  

04-Aug-2017  

By Mrigank Dhaniwala 
NewsRise 
MUMBAI (Aug 04) -- Indian government bonds 

are likely to gain in early trade today, tracking 
a fall in U.S. Treasury yields, and as the Bank 
of England yesterday kept interest rates at a 
record low and lowered its inflation forecasts. 
The yield on the benchmark 6.79% bond 

maturing in 2027 is likely to trade in a 6.40%-
6.46% band, a trader with a primary dealership 
said. The bond had closed at 102.58 rupees, 
yielding 6.43%, yesterday. India will auction 150 
billion rupees of bonds today. 
“Global factors are supportive, and we have 
seen some buying by traders, which gives an 

impression that demand at the auction today will 
be strong,” the dealer said. “The benchmark will 
see selling at 6.40% levels.” 
Traders now await a U.S. jobs report for July 
due later today. Employers are expected to have 
added 183,000 jobs in the month, according to 

the median estimate of 92 economists polled by 

Reuters. 
Earlier this week, India’s Monetary Policy 
Committee cut its key interest rate, while 
keeping the door open for future rate cuts. 
The MPC will likely reduce interest rates by 
another 25 basis points by March-end, a 

majority of the 15 economists and analysts 
surveyed by NewsRise said. Ten of those 
surveyed said they expect the MPC to pare the 
repo rate at the December or February review. 
One participant said the policymakers will likely 
consider a rate cut in October while the 
remaining four predicted a status quo. 

HSBC Bank, which now expects a prolonged 

pause on rates, said there may be a final 25 
basis points rate cut towards the end of the year 
if inflation continues to undershoot the 4% 
target by a large margin. 
India’s consumer price index-based inflation rate 

mailto:Publicdebtnet.dt@tesoro.it
mailto:Andrew.Galbraith@tr.com
rm://andrew.galbraith.thomsonreuters.com@reuters.net/
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eased to a record low of 1.54% in June, lower 

than the panel’s 2%-6% target band. 

KEY FACTORS: 
*U.S. Treasury prices rose, with the yield on the 
10-year note at 2.24% 
*Benchmark Brent crude oil contract at $51.90 
per barrel against $52.01 previous close 
*Monsoon session of Parliament continues 

*Weekly foreign exchange data 
*RBI to auction government bonds worth 150 
billion rupees 
*RBI to conduct 7-day, 13-day and 28-day 
variable rate reverse repo auctions worth 600 
billion rupees 

*RBI to conduct 14-day term repo auction for 
210 billion rupees 

 
- By Mrigank Dhaniwala; 
mrigank.dhaniwala@newsrise.org; +91-22-61353306 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

India Sovereign Bonds Fall Ahead Of 

Weekly Auction Results  

04-Aug-2017  
By Dharam Dhutia 

NewsRise 
MUMBAI (Aug 04) -- Indian government bonds 

fell in the afternoon session as traders await 
the results of a weekly debt auction. 
The benchmark 6.79% bond maturing in 2027 
was last trading at 102.52 rupees, yielding 
6.44%, at 1:00 p.m. in Mumbai. The bond had 

closed at 102.58 rupees, yielding 6.43%, 
yesterday. 
“Traders are waiting for the cutoffs, but we do 
not expect any major surprise. Bonds may fall 
more after the results,” said a trader with a 
primary dealership. “Bonds are likely to trade in 
a thin range, with the benchmark yield in a 

6.43%-6.47% band, unless we have any strong 
trigger on either side.” 
India is auctioning four bonds worth 150 billion 

today, and the sale includes 70 billion rupees of 
the 6.79% 2029 bond, taking its total 
outstanding to 1.12 trillion rupees, according to 
the central bank data. Traders expect the note 

to be sold at a cut-off price of 102.50 rupees to 
102.55 rupees. It was last at 102.57 rupees. 
Bonds had risen yesterday amid major 
purchases by foreign banks and short covering 
by primary dealers, traders said. Primary dealers 
bought bonds worth over 46 billion rupees, their 

highest single-session purchase in nearly nine 
months, according to data from Clearing Corp of 
India Ltd. 
Earlier this week, India’s Monetary Policy 
Committee cut its key interest rate. The rate-

setting panel maintained its neutral stance and 
highlighted inflation risks. 

The MPC will likely reduce interest rates by 
another 25 basis points by March-end, a 
majority of the 15 economists and analysts 

surveyed by NewsRise said. Ten of those 

surveyed said they expect the MPC to pare the 

repo rate at the December or February review. 
One participant said the policymakers will likely 
consider a rate cut in October while the 
remaining four predicted a status quo. 
HSBC Bank, which now expects a prolonged 
pause on rates, said there may be a final 25 

basis points rate cut towards the end of the year 
if inflation continues to undershoot the 4% 
target by a large margin. 
India’s consumer price index-based inflation rate 
eased to a record low of 1.54% in June, lower 
than the panel’s 2%-6% target band. 

The benchmark Brent crude oil contract was last 
at $51.92 per barrel in electronic trading against 
$52.01 previous close. 

 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 

91-22-61353308 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indonesia 

Indonesia sells 7.62 trillion rupiah of 

Islamic bonds, above target  

01-Aug-2017  

JAKARTA, Aug 1 (Reuters) - Indonesia's 

finance ministry sold 7.62 trillion rupiah 
($572.07 million) of Islamic bonds at an 
auction, above the indicative target of 6 
trillion rupiah, its financing and risk 
management office said on Tuesday. 

The weighted average yield for Islamic T-bills 
maturing in February 2018 was 5.489 percent. 
The project-based sukuk maturing in May 2019 
had a weighted average yield of 6.80988 
percent, slightly lower than the previous 
auction's 6.83383 percent on July 18. 
The weighted average yield for the project-

based sukuk maturing in May 2021 was 7.08922 
percent, down from 7.17366 percent in the 

previous auction. 
The weighted average yield for the project-
based sukuk maturing in August 2023 was 
7.25771 percent, compared to 7.31899 percent 

at the last auction.  
The project-based sukuk maturing in November 
2031 had a weighted average yield of 7.87917 
percent, lower than the 7.90954 percent yield at 
the last auction. 
Total incoming bids on Tuesday were 14.87 
trillion rupiah, with the highest bid-to-cover ratio 

of 7.59 for the project-based sukuk maturing in 
November 2031. 

 
($1 = 13,320.0000 rupiah) 
(Reporting by Fransiska Nangoy; Editing by Sunil Nair) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
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Iraq 

Moody's assigns Caa1 issuer rating to 

the Government of Iraq; outlook stable  

03-Aug-2017  
Aug 3 (Reuters) -  
Moody's assigns Caa1 issuer rating to the 
government of iraq; outlook stable. 

Moody's says decline in oil prices in recent years 
caused a very material deterioration in Iraq's 
fiscal position. 

Moody's says Iraq economy suffers from highly 
volatile growth due to its lack of economic 
diversification. 
Moody's says stable outlook reflects that balance 

between recent positive developments and 
fragility of Iraq's overall political, economic, 
fiscal position. 

Moody's says Iraq's susceptibility to event risk is 
"very high", against backdrop of some of 
"highest political risks in Moody's rated 
universe". 
Moody's says Iraq's real GDP growth is highly 
volatile and is likely to be weaker going forward 
than it has been in the past. 

 
( Bangalore.newsroom@thomsonreuters.com ) 
 
 

Iraq bond market return no cakewalk 

for investors  

04-Aug-2017  
The author is a Reuters Breakingviews 
columnist. The opinions expressed are his own. 
By Neil Unmack 
LONDON, Aug 4 (Reuters Breakingviews) - 
Buyers piled into the war-torn country’s $1 
bln bond issue, its first in a decade. Iraq faces 

many dangers but has the support of the U.S. 

government and oil reserves. Besides, with 
emerging market debt squeezed by low rates, 
fund managers have little choice but to take a 
risk. 

CONTEXT NEWS 
- The Republic of Iraq raised its first standalone 

debt in 10 years on Aug. 2, issuing $1 billion of 
five-year bonds.  
- The securities pay a coupon of 6.75 percent, 
equivalent to a spread of 493 basis points over 
US Treasury bonds with a similar maturity. 
 
(Editing by Peter Thal Larsen and Bob Cervi) 
(( neil.unmack@thomsonreuters.com ; Reuters 
Messaging: 
neil.unmack.thomsonreuters.com@reuters.net )) 

 
 

Oman 

Moody's downgrades Oman's ratings  

29-Jul-2017  

July 28 (Reuters) - Moody's Investors Service 

downgraded Oman's long-term bond rating to 

Baa2 from Baa1, citing the country's limited-
than-expected progress towards addressing 

"structural vulnerabilities". 

The Oman government's finances and external 
accounts remain highly vulnerable to oil price 
swings, Moody's said, changing its outlook to 
"negative" from "stable". 
"... While the government has started to 
implement fiscal consolidation measures, 

Moody's believes the challenges are significant 
and that the plan is unlikely to address 
structural issues," Moody's said on Friday. 
Oman's financial and hydrocarbon reserves are 
much smaller than those of neighbours such as 
Saudi Arabia, giving it less room to cope with 
large state budget deficits caused by cheap oil. 

In May, Standard & Poor's also cut Oman's credit 

rating to junk, saying low oil prices had eroded 
the country's external reserves to the point they 
could no longer offset the threat of low oil 
prices. 
Moody's lowered Oman's long-term foreign-

currency bond ceiling to Baa1 from A3 and its 
long-term foreign-currency bank deposit ceiling 
to Baa2 from Baa1. 
On Friday, Moody's also downgraded Bahrain's 
long-term issuer rating to B1 from Ba2, with a 
negative outlook. 
 
(Reporting by Pranav Kiran in Bengaluru; Editing by 
Maju Samuel) 
(( Pranav.Kiran@thomsonreuters.com ; UK: +44 20 
7542 1810; Outside UK: +91 80 6749 9226; Reuters 
Messaging: Reuters Messaging: 
pranav.kiran@thomsonreuters.com @reuters)) 
 
 

Oman signs $3.55 billion loan with 

Chinese banks  

03-Aug-2017  
DUBAI, Aug 3 (Reuters) - The government of 

Oman has raised $3.55 billion through a loan 
from a group of Chinese financial institutions, 
the latest fundraising by the sultanate which 
has borrowed over $10 billion this year to 
replenish coffers hit hard by lower oil prices. 

Oman signed the senior unsecured term loan, 

with a five-year maturity, on July 11, the finance 

ministry said in a statement on Thursday. The 
loan saw strong interest from "leading Chinese 
banks," it said, without naming the financial 
institutions. 
The transaction - the largest ever for a regional 
borrower in the Chinese market - was increased 
from an initial target of $2 billion because of the 

strong interest received. 
"With this loan we have successfully completed 
the financing requirements for the expected 
2017 fiscal deficit, and also been able to meet 
the refinancing needs in relation to some of the 
loan installments that fell due during the year,” 

said the undersecretary of the ministry of 
finance, H.E. Nasser Khamis Al Jashmi. 
The loan, arranged by the country's newly 
established debt management office, part of the 
ministry of finance, was targeted exclusively at 
Chinese lenders and "introduced a new pool of 

mailto:Publicdebtnet.dt@tesoro.it
mailto:Bangalore.newsroom@thomsonreuters.com
mailto:neil.unmack@thomsonreuters.com
rm://neil.unmack.thomsonreuters.com@reuters.net/
mailto:Pranav.Kiran@thomsonreuters.com
mailto:pranav.kiran@thomsonreuters.com
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investors to the Sultanate of Oman," the 

statement said. 

The fundraising brings to over $10 billion 
Oman's external borrowing in 2017. The 
government issued a $5 billion multi-tranche 
bond and a $2 billion sukuk, or Islamic bond, 
earlier this year. 
Oman, which according to Moody's is likely to 

miss its budgetary targets in 2017 for the 
second year in a row, is also in early stage talks 
for additional loan and bond financing options, 
sources told Reuters this week. 

 
(Reporting by Davide Barbuscia; Editing by Jason 
Neely and Mark Potter) 
(( Davide.Barbuscia@thomsonreuters.com ;)) 
 
 

South Korea 

South Korea end-July foreign reserves 

rise for fifth month  

02-Aug-2017  
SEOUL, Aug 3 (Reuters) - South Korea's 

foreign exchange reserves for July rose for a 
fifth consecutive month to $383.76 billion, the 
central bank said on Thursday, as the U.S. 

dollar slumped in global markets. 

Foreign exchange reserves in total held by the 
Bank of Korea (BOK) rose by $3.19 billion in 
July, up from $380.57 billion in June. 

The BOK attributed the rise to a weaker 
greenback that increased the value of other 
currencies in the reserves when converted into 

dollars as well as gains from reserve portfolio 
management. 
By end-July, 92.4 percent of the country's 
foreign reserves were in the form of securities, 
data by BOK showed. 
The central bank does not provide breakdowns 
of its currency reserves. 

South Korea had the world's ninth-largest 
foreign exchange reserves as of end-June this 
year. 

 
(Reporting by Dahee Kim; Editing by Sherry Jacob-
Phillips) 
(( Dahee.Kim@thomsonreuters.com ; +82 2 3704 
5643; Reuters Messaging: 
dahee.kim@thomsonreuters.com )) 
 
 

Sri Lanka 

Sri Lanka central bank keeps rates 

steady, says inflation and credit 

growth cooling  

03-Aug-2017  

 Sri Lanka 2017 growth will not exceed 

4.5 pct 

 C.bank expects modest economic 

recovery 

 Inflation to ease further, credit growth 
slows 

 Analysts say tightening cycle may be 

over for now 

 IMF had advised further tightening 

By Shihar Aneez and Ranga Sirilal 
COLOMBO, Aug 3 (Reuters) - Sri Lanka's 

central bank held its policy rates steady on 
Thursday and said past tightenings are 
helping cool inflation and credit growth, 
signalling receding concerns about price 
pressure as it focuses on supporting an 

economy hit by extreme weather. 
As widely expected, the central bank kept the 
standing deposit facility rate (SDFR) at 7.25 
percent and standing lending facility rate (SLFR) 
at 8.75 percent - both are now at over a four-
year high. 
"Inflation is expected to ease further towards 

the end of 2017 and stabilise thereafter due to 
the tight monetary policy stance maintained 
since the end of 2015," the central bank said in 
its policy statement. 
It also said that private sector credit growth 
"indicates clear signs of deceleration in recent 
months, although at a slow pace". The central 

bank expects a modest economic recovery over 
the coming quarters. 
Analysts at Capital Economics said the tone of 
the statement was less hawkish and suggested 
the central bank's tightening cycle may now be 
at an end.  

"We now expect rates to be left on hold for the 
remainder of the year, having previously 

expected a further 50 bp of rate hikes," they 
said in a note to clients. 
"The central bank will also be wary of hiking 
interest rates at a time when the economy is 
struggling."  

Central bank governor Indrajit Coomaraswamy 
said the bank will be cautious to end the cycle 
though the rates are at peak. 
"If there is a slippage in the budget then we 
need to respond to offset that through monitory 
policy," he told reporters in Colombo. 
Indeed, the central bank is trying a delicate 

balancing act between supporting an economy 
hampered by the worst flooding in over a decade 

and keeping inflation in check amid still-strong 
credit growth.  
Coomaraswamy said the 2017 economic growth 
will not exceed 4.5 percent and the adverse 

weather poses downside risk.  
ECONOMIC RISKS  
The International Monetary Fund said last month 
further monetary policy tightening "is desirable" 
until there are clear signs that inflationary 
pressures are subsiding, and called for more 
measures to curb strong credit growth. 

The central bank raised rates four times since 
December 2015 through March this year to fend 
off pressure on the fragile rupee and curb 
stubbornly high credit growth that had pushed 

up inflation. 
Those measures have had some impact, with 
annual private sector credit growth of 18.9 

percent in May slowing from April's 20 percent 
and well off a near four-year high of 28.5 

mailto:Publicdebtnet.dt@tesoro.it
mailto:Davide.Barbuscia@thomsonreuters.com
mailto:Dahee.Kim@thomsonreuters.com
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percent hit in July 2016. 

Consumer inflation has also cooled to 4.8 

percent in July from a year earlier, from the 
previous month's 6.1 percent.  
The underlying credit growth, however, remains 
solid and threatens to push up inflation again, 
although another policy tightening could 
undermine an economy that has taken a knock 

from extreme weather conditions - the most 
sever drought in 40 years in the first quarter and 
the worst flooding in 14 years.  
The rate increases have dragged on the $81 
billion economy, which grew at an annual pace 
of 3.8 percent in the quarter ended March 2017, 

its weakest since the second quarter last year. 
The Sri Lankan rupee fell 3.9 percent in 2016 
and has slipped around 2.6 percent so far this 

year, pressured by dollar demand from 
importers and foreign fund outflows from 
government securities on the back of rising 
interest rates in the United States. 

The central bank has also stopped defending the 
rupee after it missed an end-December reserve 
target set by the IMF for a $1.5 billion loan.  
 
(Reporting by Shihar Aneez; Editing by Shri 
Navaratnam and Vyas Mohan) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
 shihar.aneez.thomsonreuters.com@reuters.net 
twitter: https://twitter.com/shiharaneez)) 
 

EUROPE 

 

Czech Republic  

Czech budget in surplus in July, lower 

than a year ago  

01-Aug-2017  
PRAGUE, Aug 1 (Reuters) - The Czech central 

state budget showed a 24.97 billion crown 
($1.13 billion) surplus at the end of July, 

down from a year ago mainly due to a drop in 
EU subsidies, Finance Ministry data showed on 
Tuesday. 

The budget surplus widened from June but was 
lower than a 75.63 billion crown surplus a year 
ago, when the country was receiving bigger 
refunds from the European Union covering 
projects from the previous budget period of 

2007-2013. 
In the January-July period, overall expenditure 
rose 3.7 percent while income was down 3.3 
percent, with EU funds falling by 59 percent to 
53.77 billion crowns. 
Tax income, though, rose 7.8 percent year-on-
year to 654.17 billion crowns, including a 10.4 

percent rise in value-added tax. 

The 2017 central state deficit was approved by 
parliament with a 60 billion crown deficit, 
although Finance Minister Ivan Pilny has said the 
final result could be narrower than that. 
The 2016 budget posted a 61.8 billion crown 

surplus after being planned with a deficit of 70 

billion. The country's first surplus in two decades 

came amid a growing economy and a drop in 

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

The overall fiscal balance showed a surplus of 
0.58 percent to GDP last year. The ministry 
expects an overall surplus of 0.4 percent to GDP 
this year. 
 
($1 = 22.0900 Czech crowns) 
(Reporting by Mirka Krufova; Editing by Jason Hovet) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
 mirka.krufova.thomsonreuters.com@reuters.net )) 
 
 

Czech central bank cuts 2017 budget 

surplus outlook, lowers overall debt 

forecast  

04-Aug-2017  

PRAGUE, Aug 4 (Reuters) - The Czech central 

bank on Friday lowered its forecast for the 
2017 public sector surplus to 1.0 percent of 
gross domestic product (GDP) from an earlier 
estimate of 1.1 percent. 

The bank upheld its outlook for 2018 surplus at 
1.1 percent, a level it also predicts for 2019. 
The bank lowered its expectation for 2017 public 

debt to 34.2 percent of GDP from 35.0 percent. 
In 2018, the debt level should drop to 32.0 
percent of GDP, compared to 32.8 percent seen 
in May. 
In 2019, the debt level should decrease further 
to 30.0 percent. 
 
(Reporting by Mirka Krufova; Editing by Robert Muller) 
((prague.newsroom@thomsonreuters.com; Reuters 

Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net; 
+420-224 190 477)) 
 
 

Hungary 

Hungary reopens sovereign Pandas  

29-Jul-2017  
The Republic of Hungary (Baa3/BBB–/BBB–) 
has ended an 11-month drought for sovereign 
Panda bonds, raising Rmb1bn (US$148m) 
from a tightly priced debut offering in China’s 
interbank market. 

Hungary last Wednesday became the third 
sovereign issuer of Pandas after South Korea 
and Poland, pricing three-year bonds at par to 

yield 4.85%. 
Almost a year had elapsed since Poland 
launched the previous sovereign Panda offering 

in late August 2016. In the interim, the Chinese 
bond market turned bearish at the end of last 
year under pressure from regulatory actions to 
stem financial leverage. 

“The sovereign Panda bond market has become 

mailto:Publicdebtnet.dt@tesoro.it
mailto:shihar.aneez@thomsonreuters.com
rm://shihar.aneez.thomsonreuters.com@reuters.net/
https://twitter.com/shiharaneez
mailto:prague.newsroom@thomsonreuters.com
rm://mirka.krufova.thomsonreuters.com@reuters.net/
mailto:prague.newsroom@thomsonreuters.com
rm://mirka.krufova.thomsonreuters.com@reuters.net/?message=
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almost irrelevant,” said a DCM banker familiar 

with the deal. “If Hungary had not gone ahead, 

no one would have remembered that sovereigns 
can pull off Panda bond deals.” 
In contrast, Hungary’s successful offering might 
encourage other sovereign or semi-sovereign 
issuers to come to market later this year, he 
said. 

The Philippines is looking to raise around 
US$200m from a maiden offering of Panda 
bonds this year and Poland is eyeing a return. 
Several state governments in western European 
countries and Australia are also said to be 
awaiting regulatory approval to launch Panda 

bonds, according to market sources. 
TIGHT PRICING 
Hungary had been looking to do a Panda bond 

deal since April 2016, when it printed Rmb1bn 
three-year Dim Sum bonds at par to yield 
6.25%. 
It met some Chinese investors for the proposed 

offering in late April, but waited until the 
onshore bond market started to recover in late 
June. 
The patience seems to have paid off. The deal 
was 1.96 times covered, with banks and fund 
managers the main investors. 
The 4.85% yield came inside an indicative price 

range of 4.60%–5.20% and offered an 83bp 
premium to China Development Bank’s three-
year notes, quoted at around 4.02%. The policy 
bank is rated Aa3/AA– (Moody’s/S&P). 

Poland (A2/BBB+/A-), with international ratings 
two to four notches above Hungary, paid 60bp 

over CDB’s three-year notes in August 2016, 
when it priced Rmb3bn three-year Panda bonds 
at 3.40%. The notes were quoted at 4.78% last 
Wednesday. 
Poland, Hungary and CDB are all AAA credits to 
Chinese rating agencies. 
The pricing of the Panda bonds was also 

aggressive relative to Hungary’s Dim Sum bonds 
due 2019, which were quoted at 4.88%/4.83%. 
“The pricing was tight and the issuer was quite 
happy with it,” said a banker on the deal. 
Hungary’s notes were also available to offshore 

institutional investors via Bond Connect, but 
allocation statistics were not available at the 

time of writing. 
POLITICAL OBLIGATION 
Some market participants said 4.85% was in line 
with their expectations, given the small issue 
size and support from Chinese banks. 
“Sovereign Panda bonds have never been 

market-based. They remain more of a political 
obligation and the hottest theme for now is 
definitely Belt and Road,” said a Shanghai-based 
credit analyst. “It looks like anyone linked to 
Belt and Road initiatives is given priority.” 
Hungary was the first European country to sign 
a memorandum of understanding with China in 

June 2015 to support the so-called Silk Road 
Economic Belt and the 21st Maritime Silk Road. 
It has been allowed to use the proceeds 
offshore, converting them into euros to fund 
debt and for general budgetary purposes, which 

may include supporting Belt and Road initiatives. 

Bank of China, the lead underwriter on 

Hungary’s offering, said in a press release that it 
had helped the issuer swap the proceeds into 
euros shortly after bonds were priced last 
Wednesday. It did not disclose the cost for the 
currency swap. 
On July 21, biggest Malaysian lender Maybank 

printed Rmb1bn debut Panda bonds, with 
proceeds also intended to support the Belt and 
Road initiatives. 
This was Hungary’s first issue under a Rmb3bn 
Panda bond programme it has registered with 
the National Association of Financial Market 

Institutional Investors. 
HSBC was joint lead underwriter and joint 
bookrunner on the offering. 

Hungary reopens sovereign Pandas 
 
http://www.IFRAsia.com/pictures/web/q/v/o/09_RTX3
2BZI_web.jpg 
Ina Zhou 
©Thomson Reuters 2017. All rights reserved.  
 
 

Macedonia 

Macedonia to sell 2 bln denars (32.4 

mln euro) of govt bonds on Aug 8  

02-Aug-2017  
SKOPJE (Macedonia), August 2 (SeeNews) - 
Macedonia will offer 2 billion denars ($38.3 
million/32.4 million euro) worth of four 
government securities issues at an auction on 
August 8, according to notices posted on the 
website of the country's central bank, NBRM. 

The offer comprises 150 million denars of six-
month Treasury bills, 200 million denars of one-

year T-bills, 450 million denars of five-year T-
notes and 1.2 billion denars of 15-year T-bonds. 
NBRM will sell the government securities on 
behalf of the finance ministry through a volume 
tender, in which the price and coupon are fixed 
in advance and primary dealers bid only with 
amounts. 

 
(1 euro = 61.47 denars) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Poland 

Fitch: Poland Tensions with the EU 

Raise Medium-Term Risks  

01-Aug-2017  
PARIS/LONDON, August 01 (Fitch) A 

deteriorating relationship with the European 
Union could negatively affect Poland's growth 

and government finances in the medium term, 
but any short-term fallout appears limited, 
says Fitch Ratings. 

Tensions mounted last week when the European 
Commission escalated the "rule of law" 
procedure against Poland, started in January 
2016, to its third and last stage. The 

mailto:Publicdebtnet.dt@tesoro.it
http://www.ifrasia.com/pictures/web/q/v/o/09_RTX32BZI_web.jpg
http://www.ifrasia.com/pictures/web/q/v/o/09_RTX32BZI_web.jpg
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Commission said recently announced bills would 

"structurally undermine the independence of the 

judiciary" and asked the Polish authorities to 
address its concerns within a month. It added 
that if Poland takes measures to dismiss or force 
the retirement of Supreme Court judges, the 
Commission could trigger an "Article VII" 
procedure. This is a formal warning that can be 

issued by four-fifths of the Member States if 
"there is a clear risk of a serious breach by a 
member state of the common EU values". Article 
VII has never been used before. 
In the short term, the potential direct impact of 
the Commission's move on Poland's economy 

and government finances is limited. Even if 
Poland were to remain non-compliant and the 
Commission launched an Article VII procedure, it 

would lack the ability to implement sanctions, as 
this would require a unanimous vote and 
Hungary has already announced it would stand 
behind Poland. 

The main risk for Poland posed by the rising 
tensions is that EU funds are cut in the next 
budget cycle (2021-2027) or that additional 
conditionality is placed on their disbursement. 
This would aggravate the funding impact of the 
departure of the UK, one of the biggest net 
contributors to the EU budget. Poland is the 

largest recipient of EU funds in nominal terms 
and will receive EUR86 billion over the 2014-
2020 cycle (20% of its 2015 GDP). A meaningful 
reduction in EU funds would lower economic 

growth and, if the government compensated for 
some lost funds from its own resources, weaken 

public finances. 
The deterioration in the relationship with the EU, 
alongside increased political polarisation since 
the 2015 political transition, could damage 
Poland's attractiveness for investment. But it has 
remained resilient so far: a sharp decline in 
2016 was common to all central and eastern 

European countries and was due to the EU fund 
cycle. Investment started to recover on a 
quarterly basis in 1Q17 (up 0.3% qoq), and we 
expect this trend to continue in 2017 as EU fund 
disbursements ramp up. 

More broadly, growth was strong at 4% yoy in 
1Q17, and we expect it to be 3.3% in 2017, up 

from 2.7% in 2016. 
In our most recent review of Poland's ratings, 
we said a weaker macroeconomic policy 
framework potentially resulting in deterioration 
in the investment climate, macro instability and 
lower GDP growth would be negative for the 

ratings. 
The Polish government has remained compliant 
with the EU's 3% of GDP deficit criterion despite 
its Eurosceptic rhetoric and a marked increase in 
social transfers. The budget deficit target for 
2017 is 2.9% of GDP. But the first six months of 
the year show a cash surplus thanks to a strong 

increase in tax revenue, suggesting the 
government's strategy to tackle the high VAT 
collection gap has yielded some results. We 
therefore expect the deficit to be 2.6% of GDP in 
2017. 

We expect fiscal policy to remain compliant with 

the 3% of GDP deficit criterion and fiscal policy 

to tighten after 2018 to ensure government debt 
reduction. But any sign that the relevance of the 
deficit criterion has weakened as a fiscal anchor, 
or failure to tighten fiscal policy to stabilise the 
debt-GDP ratio in the medium term, would be 
negative for the ratings. 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
The original article can be accessed at 
www.fitchratings.com.  
 
 

Poland sells 5.76 bln zlotys in bonds at 

switch tender  

03-Aug-2017  
WARSAW, Aug 3 (Reuters) - Poland sold a total 

of 5.76 billion zlotys ($1.60 billion) worth of 
bonds at a switch tender on Thursday, the 
finance ministry said in a statement.  

This consisted of 2.17 billion zlotys in bonds due 
April 2019, 1.13 billion zlotys in bonds due 

November 2022, 1.41 billion in bonds due 
January 2023, 614 million in bonds due January 
2026, 420 million in bonds due July 2027 and 17 
million in bonds due April 2047. 
Details of the auction are available at the 
ministry's pages in the Reuters system.  
 
($1 = 3.5900 zlotys) 
(Reporting by Marcin Goettig) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging:  
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Slovakia 

Slovak budget deficit wider than a year 

ago in July  

01-Aug-2017  
BRATISLAVA, Aug 1 (Reuters) - The Slovak 

central government budget deficit reached 
765.77 million euros ($904.76 million) at the 
end of July, wider than a 624.20 million euro 
deficit posted a year ago as European Union 

funds dropped, the Finance Ministry said on 
Monday.  

Total revenue reached 7.25 billion euros in 
January-July, while expenditure was 8.01 billion 
euros. Tax revenue stood at 6.29 million euros, 
down from 6.34 billion euros a year ago. 
Revenue from EU transfers reached 463.00 
million euros, down from 929.45 million euros at 

the end of July 2016.  
 
($1 = 0.8464 euros) 
(Reporting by Tatiana Jancarikova; Editing by Jason 
Hovet) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging:  
mirka.krufova.thomsonreuters.com@reuters.net )) 
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Romania 

Romania to issue 3.4 bln lei (757 mln 

euro) in domestic debt in Aug  

01-Aug-2017  
BUCHAREST (Romania), August 1 (SeeNews) - 
Romania's finance ministry plans to auction 
3.4 billion lei ($888 million/757 million euro) 
in government securities and to sell an 
additional 345 million lei in non-competitive 
offers in August. 

The finance ministry plans six auctions of 
government securities with maturity of two to 

ten years and one auction for one-year T-bills. 
In July, the finance ministry sold 5.17 billion lei 

and in domestic debt paper and an additional 
390 million lei in non-competitive offers, slightly 
below target. 
Commenting on the ministry's August plan, ING 

Bank analysts noted that it was well below the 
one for June and July. 
"The maturity profile is also lighter, so this is 
likely to be digested by the market," the 
analysts said. 
So far this year, the finance ministry has sold 
some 30 billion lei and 340 million euro worth of 

bills and bonds and has tapped foreign markets 
for 1.75 billion euro of 2027 and 2035 
Eurobonds. 

In June, the ministry said it plans to sell 7.5 
billion euroworth of eurobonds on the 
international markets in the following two years. 
The ministry also plans to sell about 2.5-3.0 

billion euro worth of Eurobonds on the 
international markets and some 48-50 billion lei 
worth of leu-denominated domestic debt this 
year. 

 
(1 euro= 4.5598 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Romania sells planned 500 mln lei of 

Oct. 2020 bonds  

03-Aug-2017  
BUCHAREST, Aug 3 (Reuters) - Romania sold a 

planned 500 million lei ($129.87 million) 
worth of new benchmark Oct. 2020 treasury 
bonds on Thursday, with the average 
accepted yield at 1.88 percent, central bank 
data showed.  
Debt managers issued Feb. 2020 bonds in June 

at an average yield of 1.76 percent.  
So far this year, Romania has sold roughly 30.51 
billion lei and 340 million euros of domestic bills 
and bonds. It has tapped foreign markets for 
1.75 billion euros of 2027 and 2035 Eurobonds. 

 
($1 = 3.8499 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging:  
luiza.ilie.thomsonreuters.com@reuters.net )) 
. 

 
 

Russia 

Russia fin min to increase daily FX 

purchases to $34 mln in Aug  

03-Aug-2017  
MOSCOW, Aug 3 (Reuters) - Russia's finance 

ministry said on Thursday it would increase 
its daily purchases of foreign currency over 
the next month to the equivalent of 2.07 
billion roubles ($34.10 million). 

The state FX purchases are greater than the 
median forecast of analysts polled by Reuters, 

who predicted the finance ministry would buy 
the equivalent of 1 billion roubles ($16.47 

million) a day in the period from Aug. 7 to Sept. 
6. 
In the preceding period, from July 7 and Aug. 4, 
the finance ministry bought 3.5 million roubles 
($57,658) of forex a day. 

Russia's finance ministry said it would increase 
its purchases of foreign currency thanks to 
larger-than-expected gas production and oil 
exports in July. 
In the month from Aug. 7 to Sept. 6, the finance 
ministry plans to buy 47.6 billion roubles of 

foreign currency, an increase from the 74.3 
million roubles it aimed to buy in the previous 
month. 
Russia started buying FX in February to top up 

its fiscal reserves, which were depleted after 
crude oil prices plunged in 2014, and to shield 
the economy from further oil price fluctuations. 

The amount of forex it buys each month varies 
depending on the average oil price in the 
preceding month. 
Despite concerns about the implications of such 
forex buying, it has not pressured the rouble 
greatly, although analysts expect the impact of 
the purchases to grow. 

 
($1 = 60.7025 roubles) 
(Reporting by Andrey Ostroukh; Editing by Alexander 
Winning) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina central bank sells $305 

million as peso hits record low  

29-Jul-2017  

BUENOS AIRES, July 28 (Reuters) - Argentina's 

central bank sold $305 million in foreign 
exchange markets on Friday, the monetary 
authority said in its daily summary of activity, 
after several weeks of sharp declines in the 
peso currency against the U.S. dollar.  

The money supply fell by 5.4 billion pesos as a 

mailto:Publicdebtnet.dt@tesoro.it
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result, while foreign reserves fell by $375 million 

to $47.1 billion. The peso currency fell for the 

tenth straight session on Friday, dropping 1 
percent to a record-low 17.80 per dollar.  
It closed the week down 2.3 percent and has 
fallen 7.2 percent so far in July. The free-falling 
currency has prompted concerns it could 
exacerbate inflation generally seen above 20 

percent this year, higher than the central bank's 
target range of 12-17 percent. 
Still, the currency had been stronger than 
expected in the first half of the year, and has 
not reached official estimates for an average of 
17.92 per dollar in 2017. The move comes just 

over two months after the central bank bought 
dollars to check the peso's strength. 
Officials have played down concerns about the 

dollar exchange rate, noting that a floating 
exchange rate can protect the economy from 
external shocks and that the peso's sharp moves 
against the dollar contrast with more modest 

moves against other currencies.  
President Mauricio Macri had let the exchange 
rate float shortly after taking office in December 
2015, prompting a sharp depreciation against 
the dollar after years of currency controls put in 
place by former populist President Cristina 
Fernandez kept the peso artificially strong.  

Fernandez's candidacy for a Senate seat in 
October's legislative elections is seen as one of 
the reasons for the peso's recent collapse. In 
addition, a flood of foreign currency that entered 

the country thanks to debt sales and a tax 
amnesty, propping up the peso, has eased.  

 
(Reporting by Eliana Raszewski and Luc Cohen; Editing 
by Chris Reese) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging:  
luc.cohen.thomsonreuters@reuters.net )) 
©Thomson Reuters 2017. All rights reserved.  
 
 

Belize 

S&P says Belize 'B-/B' sovereign credit 

ratings affirmed; outlook remains 

stable - Reuters News 

03-Aug-2017  
Aug 3 (Reuters) - S&P Global Ratings: 
Says Belize 'B-/B' sovereign credit ratings 
affirmed; outlook remains stable. 

Don't expect Belize government to meet all fiscal 
targets,do expect gradual decline in deficit in 
next 2-3 years,with decline in government debt 
as share of GDP. 
 
( Bangalore.newsroom@thomsonreuters.com ) 

 

 

Bolivia 

Moody's changes outlook on Bolivia's 

BA3 issuer and bond ratings to stable  

01-Aug-2017  
Aug 1 (Reuters) -  
Moody's changes outlook on Bolivia's BA3 
issuer and bond ratings to stable. 

Moody's says changed outlook on Bolivia's issuer 
and senior unsecured bond ratings to stable 
from negative, affirmed ratings at BA3. 

Moody's says drivers for change in Bolivia's 
outlook includes expectation that growth, fiscal, 
external metrics likely to remain consistent with 
ba3 rating. 

Moody's says key drivers for outlook change are 
Bolivia's stabilizing fiscal and current account 
deficits among other factors. 

Moody's says Bolivia's credit challenges relate to 
high degree of commodity dependence, 
especially to natural gas exports, weak policy 
frameworks. 
 
( Bangalore.newsroom@thomsonreuters.com ) 
 
 

Brazil 

Brazil mulls whether to keep 2017 

budget target  

31-Jul-2017  
BRASILIA, July 31 (Reuters) - The Brazilian 

government is analyzing whether to maintain 
its current budget target for 2017 depending 
on incoming economic data, Finance Minister 
Henrique Meirelles said on Monday. 

"We are analyzing the matter. At this moment, 
the goal to be pursued is the one announced, of 
139 billion reais (of deficit). But we are 

monitoring all economic factors," Meirelles said 
at a news conference after meeting his British 
counterpart. 
 
(Reporting by Silvio Cascione and Marcela Ayres; 
Editing by Meredith Mazzilli) 
(( Twitter: https://twitter.com/silviocascione;  
silvio.cascione@tr.com ; +55 61 99873 6261; Reuters 
Messaging: 
silvio.cascione.thomsonreuters.com@reuters.net )) 
 
 

Brazil raises $517 mln in second round 

of tax amnesty program  

03-Aug-2017  
BRASILIA, Aug 3 (Reuters) - Brazil raised 1.615 

billion reais ($517 million) in revenue in the 
second round of a program granting tax 
amnesty to undeclared assets held abroad, 
the Finance Ministry said on Thursday, 
disappointing expectations as the government 
struggles to reduce a budget gap. 

The figure is a far cry from the more than 46 
billion reais raised with the program's first round 
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mailto:luc.cohen@thomsonreuters.com
mailto:luc.cohen.thomsonreuters@reuters.net
mailto:Bangalore.newsroom@thomsonreuters.com
mailto:Bangalore.newsroom@thomsonreuters.com
https://twitter.com/silviocascione
mailto:silvio.cascione@tr.com
rm://silvio.cascione.thomsonreuters.com@reuters.net/


 

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 

  12 

last year and lags government forecasts of 3 

billion reais. 

 
($1 = 3.1244 reais) 
(Reporting by Marcela Ayres; Writing by Bruno 
Federowski) 
(( Bruno.Federowski@thomsonreuters.com ; 55 11 
5644 7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Colombia 

Colombia government proposes $78.4 

billion budget for 2018  

29-Jul-2017  

BOGOTA, July 28 (Reuters) - The Colombian 

government offered a first look at its proposal 

for a $78.4 billion 2018 budget on Friday, in a 
bid to retain its 'BBB' credit rating, ahead of 
months of debate and negotiations on the bill 
in Congress.  

The 235.6 trillion pesos peso plan includes cuts 
to social programs, said Finance Minister 
Mauricio Cardenas, during a presentation of the 
proposal. Congress must vote on the budget in 

October at the latest. 
Under the budget, debt servicing will cost the 
country 51.9 trillion pesos, pensions 41.1 trillion 
and operations 149.3 trillion, Cardenas said. 
Funding for social programs would total 34.3 

trillion, down 5 percent from this year. 
"The most important goal is that this budget 

guarantees our BBB rating, that's what ratings 
agencies most focus on," Cardenas said. 
"Austerity in terms of spending is paid back with 
growth, because it guarantees a good rating." 
The plan is a 1 percent increase over this year's 
budget. Analysts and credit agencies consider 
the government's fiscal objectives to be overly 

optimistic and unlikely to be met, risking the 
credit rating. 
The government is aiming for a fiscal deficit of 
3.6 percent this year and 3.1 percent in 2018. 
The Andean country, a top exporter of coffee, 
coal and oil which was battered by the global fall 

in crude prices, has long been grappling with the 
twin pressures of falling growth and above-
target inflation. 
This week the government cut its growth 
forecasts for this year and next to 2 percent, 
down from a previous forecast of 2.3 percent, 
and 3 percent, lower than an earlier projection 

of 3.5 percent. 
Some analysts had expected the central bank 
board to also lower its growth forecast at its 
meeting on Thursday, but the bank chief said it 
would hold off any modifications until its 
quarterly inflation presentation in August. 
The government is also in the midst of funding a 

raft of complex reintegration and social projects 
following a peace deal with the Revolutionary 
Armed Forces of Colombia (FARC) rebel group to 
end more than 52 years of war. 
The budget includes 2.4 trillion pesos ($799 
million) for post-conflict programs, Cardenas 

said, a 31.5 percent increase over this year. 

 
($1 = 3,002.94 Colombian pesos) 
(Reporting by Nelson Bocanegra, Carlos Vargas and 
Julia Symmes Cobb; editing by Grant McCool) 
(( julia.cobb@thomsonreuters.com ; +57-316-389-
7187) ) 
©Thomson Reuters 2017. All rights reserved.  
 
 

Colombia launches US$1.4bn tap of 

2027 bond 

02-Aug-2017  
By Davide Scigliuzzo 
NEW YORK, Aug 2 (IFR) - Colombia has launched 

a US$1.4bn reopening of its 3.875% 2027 bond at 
a spread of 155bp over US Treasuries, according to 
one of the lead managers. 

The final spread was the mid-point of the 
T+155bp plus or minus 5bp guidance range but 
tight to initial price thoughts of T+175bp that 
were released earlier in the day. 
Bank of America Merrill Lynch, Deutsche Bank 

and HSBC are the bookrunners on the 
transaction, which is expected to price later on 
Wednesday. 
 
(Reporting by Davide Scigliuzzo; Editing by Natalie 
Harrison) 
(( davide.scigliuzzo@tr.com )( +1 646 223 8388) ) 
 
 

Investors soak up Colombia bond tap  

02-Aug-2017  
By John Balassi and Will Caiger-Smith 
NEW YORK, Aug 2 (IFR) - Colombia attracted 

US$3.6bn of investor orders for a US$1.4bn 
tap of its 3.875% 2027 bonds, priced 10bp 
wider of where the original bonds were 
trading on the secondary market. 

The tap priced at 155bp over US Treasuries, 

according to one of the lead managers. 
The final spread was the mid-point of the 
T+155bp plus or minus 5bp guidance range, but 
tight to initial price thoughts of T+175bp that 
were released earlier in the day. 

That represented a 10bp premium to the original 
US$1bn deal, which was trading at T+145bp on 

Wednesday morning. 
 
Bank of America Merrill Lynch, Deutsche Bank and 
HSBC were the bookrunners on the transaction. 
(Reporting by John Balassi and Will Caiger-Smith; 
Editing by Marc Carnegie) 
 
 

Mexico 

Fitch Revises Mexico's Outlook to 

Stable; Affirms IDRs at 'BBB+'  

03-Aug-2017  
NEW YORK, August 03 (Fitch) Fitch Ratings has 

revised the Rating Outlook on Mexico's Long-

Term Foreign and Local Currency Issuer 
Default Ratings (IDRs) to Stable from 
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Negative and affirmed the IDRs at 'BBB+'. 
Fitch has also affirmed Mexico's senior 

unsecured foreign and local currency bonds at 

'BBB+', its Country Ceiling at 'A', and its Short-
Term Foreign and Local Currency IDRs at 'F2'. 
KEY RATING DRIVERS 
The revision of the Outlook to Stable reflects 
reduced downside risks to the country's growth 

outlook and expected stabilization of the public 
debt burden. Fitch believes the risk of a 
disruptive scenario that could undermine 
Mexico's export competitiveness and hurt 
potential growth or jeopardize overseas 
remittance flows are diminishing. A moderating 
U.S. stance appears to be setting in with respect 

to the North American Free Trade Agreement 
(NAFTA) renegotiation. The economy has shown 

resilience to lower oil prices and risks from U.S. 
protectionist policies, and the authorities have 
demonstrated capacity to navigate these 
challenges. Mexico continues to deliver on fiscal 
consolidation, which together with the recent 

appreciation of the peso is expected to put the 
public debt burden on a renewed downward path 
in 2017 and beyond. 
Fitch forecasts Mexico's growth to reach 2% in 
2017 and average 2.4% during 2018-2019. A 
competitive peso, a reduction in external 

uncertainties, a recovery in oil prices and the 
continued implementation of reforms should 
support growth in 2018-2019. Downside risks 
for growth include faster-than-expected 

deceleration of consumption, return of asset 
price (peso) volatility, and further dampening of 
investment, possibly reflecting increased caution 

over the U.S.-Mexico relationship and/or the 
2018 Mexican election cycle. 
The NAFTA negotiations are expected to begin 
shortly and while there is some uncertainty 
about the scope of the changes, Fitch believes 
that an eventual deal is unlikely to seriously 
undermine Mexico's competitive access to the 

U.S. market. Political cycles in both Mexico and 
the U.S. impose tight deadlines on both 
governments, which could complicate 
discussions and the approval process in 

respective congresses in a timely manner. A 
prolonged period of uncertainty could weigh on 

investment decisions and dampen near-term 
recovery prospects. 
The central bank has proactively raised policy 
interest rates to contain inflation and better-
anchor inflation expectations. This continues to 
support the credibility of the central bank to 
maintain macroeconomic and financial stability. 

Annual inflation reached 6.3% in June, higher 
than the 3% inflation target, which has a +/-1% 
variability interval. Fitch forecasts that the 
inflation rate will decline below 4% in 2018 as 
the inflationary effects of January 2017 gasoline 
hikes and currency depreciation fade. 

Mexico's external accounts have proven resilient, 

notably during the episode of financial market 
volatility that followed the U.S. election, with the 
weaker exchange rate and higher interest rates 
helping to absorb much of the shock. The 

current account deficit narrowed to 2.1% of GDP 

in Q117 largely because of a surge in remittance 

inflows and a surplus in the non-oil trade 
balance, which have offset a widening oil trade 
deficit. Fitch expects the current account deficit 
to widen again but remain relatively modest at 
an average of 2.2% of GDP during 2017-2019. 
Non-resident participation in the government's 

domestic securities markets has remained 
steady this year and Mexico's access to the IMF's 
Flexible Credit Line provides additional support 
to confront future shocks. 
Mexico faces limited fiscal flexibility to confront 
shocks given its increased debt burden and 

modest fiscal buffers. However, over the past 
year, the country has demonstrated the ability 
to adhere to its medium-term fiscal consolidation 

goals despite a severe oil income shock (both 
prices and production) and continued moderate 
growth of the economy. Fitch forecasts the 
government will over-perform its fiscal targets in 

2017 thanks to the substantial central bank 
profits (amounting to 1.5% of GDP) that have 
been transferred to the Treasury. Excluding 
these profits, Fitch expects the fiscal results to 
be in line with the target. The authorities are 
aiming for additional underlying fiscal 
consolidation next year, mostly via additional 

spending adjustments. Beyond 2018, the next 
administration may need to implement further 
adjustment measures to confront spending 
pressures (e.g. pensions, higher interest 

payments) and reduce the squeeze on capital 
spending. 

Sustained primary deficits, subdued growth, 
peso depreciation, and federal government debt 
issued to certain productive enterprises of the 
state (such as Pemex and CFE) have led to an 
increase in government debt burden in recent 
years. However, Fitch forecasts debt burden to 
fall this year (to around 44% of GDP, which is 

slightly above the 'BBB' median of 41% of GDP) 
due to the return of primary surplus and the 
expected favourable FX valuation effect due to 
the appreciation of the peso. Beyond 2018, 
further fiscal consolidation and faster growth 

would be needed to put government debt on a 
steeper downtrend. 

The political climate could become increasingly 
charged as the July 2018 elections draw nearer. 
While it is still early in the cycle, the 2018 
election is likely to be highly competitive. 
Increased uncertainty related to the election 
cycle could represent a domestic headwind for 

the investment and growth outlook in 2018. 
Legislative gridlock post-election cannot be ruled 
out if the governing party is unable to muster a 
coalition that would grant a simple majority in 
congress. Fitch does not expect a major 
departure in the policy framework under a new 
government given the checks and balances in 

Mexico's institutional framework. Fitch will 
continue to monitor fiscal developments and 
implementation of structural reforms under the 
new administration to assess Mexico's growth 
and fiscal profiles. 
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Mexico's 'BBB+' ratings are supported by the 

country's diversified economic base and a track 

record of disciplined economic policies that has 
anchored macroeconomic stability and contained 
imbalances. These strengths counterbalance 
Mexico's rating constraints, which include its 
historically moderate economic growth, 
structural weaknesses in its public finances (a 

low revenue take and high but declining oil 
revenue dependence), shallow credit 
penetration, and institutional weaknesses 
highlighted by the high incidence of drug-related 
violence and corruption. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Mexico a score 
equivalent to a rating of BBB on the Long-Term 

Foreign Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign Currency IDR by applying its QO, 

relative to rated peers, as follows: 
--Macro: +1 notch, to reflect Mexico's long track 
record of prudent, credible and consistent 
economic policies. The authorities continue to 
emphasize macroeconomic stability in their 
policy actions, which has contained 
macroeconomic imbalances. 

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

score equivalent to a Long-Term Foreign 
Currency IDR. Fitch's QO is a forward-looking 

qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that individually, or 

collectively, could trigger a negative rating 
action include: 
--A deterioration in the economic, trade, or 
financial links of Mexico with the U.S. that 
dampens Mexico's investment and growth 

prospects and/or weakens its external balance 
sheet; 

--A trend increase in the government debt 
burden. Materialization of contingent liabilities 
that undermine the sovereign's balance sheet; 
--A deterioration in the consistency and 
credibility of the macroeconomic policy 
framework and/or undermining of structural 

reforms currently in the process of 
implementation. 
Future developments that could individually, or 
collectively, result in a positive rating action 
include: 
--Improved investment and growth prospects 
that help reduce Mexico's income gap with 

higher rated sovereigns over the medium term; 
--Reduced fiscal dependence on oil income, 
continued fiscal consolidation and a reduction in 
government debt burden that boosts flexibility to 
confront shocks. 

KEY ASSUMPTIONS 

--Fitch assumes that U.S. growth will grow at 

2.2% in 2017 and 2.6% in 2018. 
--Fitch assumes that changes to NAFTA treaty 
do not put Mexico's industrial sector at a 
disadvantage in the U.S. market. 
--Fitch assumes that oil (Brent) price averages 
USD52.5/bbl in 2017 and USD55/bbl in 2018 

and USD60/bbl in 2019. 
 
Media Relations: Elizabeth Fogerty, New York, Tel: +1 
(212) 908 0526, Email: 
elizabeth.fogerty@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Paraguay 

Paraguay central bank to invest 

currency reserves in U.S. Treasuries  

31-Jul-2017  
By Daniela Desantis 

ASUNCION, July 31 (Reuters) - Paraguay will 

begin investing a portion of its foreign 
reserves in U.S. Treasury bonds at the end of 
the year, central bank President Carlos 
Fernandez Valdovinos told Reuters in an 
interview on Monday. 

The transactions would come in multiple stages, 
Fernandez said. The World Bank would advise 

the central bank on the first round of deals, and 

the Inter-American Development Bank will assist 
later on. Fernandez said investment banks may 
advise future rounds. 
Fernandez declined to reveal the amount that 
would be invested in the first stage but said it 
would be a marginal portion of the country's $8 
billion in international reserves. 

The landlocked South American country has until 
now kept its reserves protected in the Bank of 
International Settlements for fear they might be 
embargoed because of a legal dispute over 
whether Paraguay was liable for an unpaid debt 
incurred by an adviser to former dictator Alfredo 

Stroessner.  

The dispute was resolved in Paraguay's favor in 
a U.S. court in May, clearing the way for 
Paraguay to invest its assets.  
"We were very restricted in terms of what we 
could do with our assets," Fernandez said. "This 
is a good signal, it's a good thing for Paraguay's 

image." 
 
(Reporting by Daniela Desantis; editing by Luc Cohen 
and Grant McCool) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging:  
luc.cohen.thomsonreuters@reuters.net )) 
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Venezuela 

Venezuela bonds lower on US 

sanctions fears  

31-Jul-2017  
By Davide Scigliuzzo 
NEW YORK, July 31 (IFR) - Venezuelan bonds 

fell on Monday following a controversial 
election at the weekend that could trigger 
new sanctions from the United States. 

Investors had expected the election to proceed, 
even though much of the international 

community decried the vote as a power grab by 
President Nicolas Maduro. 
But the prospect that the US could announce 

sanctions on the South American country's oil 
sector still had investors on edge on Monday. 
Bonds issued by the sovereign and by state-

owned oil company PDVSA opened lower in New 
York trading amid thin volumes, according to 
Ignacio Davila, assistant vice president at 
brokerage Torino Capital. 
"There hasn't been much trading going on," 
Davila told IFR. "People are waiting to see what 
sanctions the US will impose." 

Some of the bonds that still trade at high dollar 
prices - such as the PDVSA 2020s - were among 
the hardest hit, slipping between half and three 
quarters of a point to a bid price of 66 cents on 

the dollar, said Davila. 
The Trump administration is considering 
imposing US sanctions on Venezuela's oil sector 

in response to Sunday's vote, Reuters reported. 
 
(Reporting by Davide Scigliuzzo; Editing by Marc 
Carnegie) 
((davide.scigliuzzo@tr.com; +1 646 223 8388;)) 
©Thomson Reuters 2017. All rights reserved.  
 
 

Venezuela's dollar bounds rebound 

after selloff  

03-Aug-2017  
LONDON, Aug 3 (Reuters) - Venezuelan dollar 

bonds and those of state oil firm PDVSA 
rebounded across the curve on Thursday, with 
gains of up to 3.8 cents after China backed its 
close ally. 

The benchmark 2038 sovereign eurobond was 

up 1.5 cents to 36.8 cents in the dollar and state 
oil firm PDVSA's benchmark 2037 bond rallied 
3.1 cents to trade at 33 cents.  
Other issues also made strong gains, with the 
sovereign 2022 bond up 2.8 cents and PDVSA's 
2035 bond up 3.8 cents. 

The bonds have slumped to their lowest levels in 
over a year this week after elections for a 
controversial new assembly prompted the United 
States to slap sanctions on Venezuelan President 

Nicolas Maduro, branding him a dictator for 
seizing absolute power. 
Criticism has come from Europe and other 

Western nations too and the sanctions have 
added to fears that a long-expected default 

could be drawing closer. 

The bonds' reversal on Thursday came after 

China backed Venezuela, saying it believed 
voting was "generally held smoothly".  
The European Union has declined to recognise 
the result of the election and said it was ready to 
"gradually step up" pressure on Maduro, 
although it has shied away from introducing 

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

AFRICA 
 
 
 

Congo 

Fitch downgrades Republic of Congo's 

FC IDR to 'RD'  

02-Aug-2017  
Aug 2 (Reuters) - Fitch on Republic of Congo 

Fitch downgrades Republic of Congo's FC IDR 
to 'RD'. 

Fitch says issue ratings on Congo's senior 

unsecured foreign-currency bonds have been 
downgraded to 'D' (default) from 'C'. 
Fitch says affirmed Congo's long-term local-

currency IDR at 'CCC'; country ceiling affirmed 
at 'B+' and short-term foreign- & local-currency 
IDRs at 'C'. 

Fitch says downgrade of Congo's FC IDR reflects 
payment of principal, interest on Congo's U.S. 
dollar notes due 2029 not been received by 
bondholders. 
 
(bangalore.newsroom@thomsonreuters.com) 
 
 

Egypt 

Egypt to issue $2-4 bln in dollar-

denominated eurobonds in Q1 2018  

01-Aug-2017  

CAIRO, Aug 1 (Reuters) - Egypt will issue 

between $2 billion and $4 billion in dollar-
denominated eurobonds in the first quarter of 
2018, Finance Minister Amr El Garhy told state 
news agency MENA on Tuesday.  

Earlier this year, Egypt sold $7 billion in five-, 
10- and 30-year bonds, returning to 
international markets for the first time since the 
ouster of president Hosni Mubarak in 2011.  

Garhy said it does not plan any such sales in the 
rest of 2017. 
Egypt has been negotiating billions of dollars in 

aid from various lenders to help revive an 
economy hit by political upheaval, and to ease a 
dollar shortage that has crippled imports and 

hampered its recovery. 
The country's foreign reserves jumped to $36.04 
billion at the end of July, the central bank said 
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on Tuesday, their highest level since the 2011 

uprising drained the country of foreign currency. 
 
(Reporting by Omar Fahmy, Writing by Nadine 
Awadalla; Editing by Robin Pomeroy) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
 
 

Yields drop sharply on Egypt T-bills 

after foreign currency reserves surge  

03-Aug-2017  
By Arwa Gaballa 
CAIRO, Aug 3 (Reuters) - The average yields 

on Egypt's six-month and one-year treasury 
bills fell sharply in an auction on Thursday, 
central bank data showed, after foreign 
currency reserves surged above levels before 
a 2011 political uprising. 

Egypt's central bank said on Tuesday that 
foreign currency reserves jumped by $4.73 
billion at the end of July to $36.04 billion, higher 
than before the uprising that drove away tourists 
and foreign investors, key sources of currency. 
At the first treasury auction since the reserve 
announcement average yields on the 182-day 

bill fell to 19.574 percent from 21.175 percent at 
the last sale on July 27, and yields on the 364-
day bill fell to 19.348 percent from 20.952 
percent. 
"This illustrates improvement in liquidity, mainly 
boosted by the strong recovery in appetite from 
foreign investors and inflows in Egyptian 

treasuries," said Hany Farahat, senior economist 
at Cairo-based CI Capital. 
"This will ease the cost of funding for the 
government," he said. 
Egypt's dollar liquidity has been improving since 
it signed a $12 billion three-year International 

Monetary Fund loan agreement in November tied 
to ambitious economic reforms aimed at luring 
back foreign investment. 
Foreign buyers have been snapping up Egyptian 
treasuries in recent months, with total foreign 
holdings hitting 250.7 billion Egyptian pounds 
($14.11 billion) as of the auction on August 1, 

according to the head of public debt at the 

finance ministry, Sami Khallaf. 
Egypt's central bank has raised its key interest 
rates by 700 basis points since November when 
it floated its currency, encouraging foreign 
investors to buy up its debt. 
Egypt attracted $9.8 billion in foreign investment 

in domestic debt instruments in the 2016-2017 
fiscal year that ended in June, compared to $1.1 
billion the previous year. 
 
($1 = 17.7700 Egyptian pounds) 
(Reporting by Arwa Gaballa, editing by Pritha Sarkar; 
Writing by Eric Knecht) 
(( arwa.gaballa@thomsonreuters.com ; +20 2 2578 
3290; )) 
 
 

 

Ghana 

Ghana lowers 2017 budget deficit to 

6.3 pct of GDP  

31-Jul-2017  
ACCRA, July 31 (Reuters) - Ghana has lowered 

its 2017 budget deficit to 6.3 percent of gross 
domestic product from 6.5 percent despite a 
15 percent drop in revenues in the first half of 
the year, its finance minister said on Monday. 

Total revenues and grants for this year are 
expected to come in 0.9 percent of GDP less 

than previously anticipated at 43.1 billion cedis 
($9.80 billion) due to falls in non-oil tax revenue 
and related expenditures, Finance Minister Ken 

Ofori-Atta told parliament. 
However, Ofori-Atta said Ghana would still close 
its budget deficit by 0.2 percent of GDP by 
reducing expenditures by 1.1 percent of GDP, 

mostly through cuts to capital expenditure and 
transfers to state agencies. 
GDP growth will remain unchanged from a 
previous estimate of 6.3 percent, Ofori-Atta 
said, compared with 3.5 percent in 2016, which 
was the lowest in 15 years.  
"Inflation is trending downward, the cedi has 

stabilised, interest rates are lower and there is a 
general feeling of optimism and hope," he said.  
Ghana, a major exporter of oil, gold and cocoa, 

is under a $918 million aid programme with the 
International Monetary Fund to restore fiscal 
balance to an economy dogged by large deficits, 

high public debt and sluggish growth. 
 
(Reporting by Kwasi Kpodo; Editing by Aaron Ross and 
Alison Williams) 
(( aaron.ross@thomsonreuters.com )) 
 
 

Nigeria 

Nigeria says economy to grow a lot; 

IMF says not so much  

03-Aug-2017  

 Nigeria forecasts 2.2 pct growth this 

year 

 IMF says Nigeria's economy to grow 

0.8 pct in 2017 

By Chijioke Ohuocha and Alexis Akwagyiram 
LAGOS, Aug 3 (Reuters) - Nigeria and the 

International Monetary Fund disagree over 
how much the economy will grow this year, 
with the government saying 2.2 percent and 
the Fund opting for just 0.8 percent. 

Either would be an improvement on last year, 
when Nigeria suffered its first recession in more 

than two decades as low crude prices and oil 
production slashed government revenues and 

caused chronic dollar shortages. 
The government's forecasts, seen by Reuters on 
Thursday, are contained in a document titled: 
2018-2020 Medium Term Fiscal Framework and 
Strategy Paper, which forms the basis for its 
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2018 budget, dated July 27. 

It projects a big bounce back, to 2.2 percent this 

year, 4.8 percent in 2018 and 4.5 percent in 
2019, before reaching 7 percent in 2020. 
The IMF, however, is not as bullish, saying on 
Wednesday it expects Nigeria's economy to grow 
by 0.8 percent this year, with threats to growth 
remaining elevated. 

"I think that risks are to the downside rather 
than the upside, but 2.2 percent isn't outside the 
range of the possible now that oil prices and oil 
output are recovering," said John Ashbourne, 
Africa economist at Capital Economics. 
The OPEC member expects oil production to hit 

2.3 million barrels per day and a price of $45 per 
barrel. It said oil production reached 1.9 million 
barrels between January and June 2017, 

including condensates. 
Nigeria has promised OPEC to cap its crude oil 
output at 1.8 million bpd, although it does not 
include condensates in this total. 

The country's economy contracted 0.5 percent in 
the first quarter, its smallest fall in five quarters 
of decline. 
The government projects the naira's exchange 
rate to the dollar, which has traded at around 
305 on the official market since 2016, to remain 
stable while inflation will decline but remain in 

double-digits at 12.42 percent next year. 
Nigeria has at least six exchange rates which it 
has used to mask pressure on the naira after a 
drop in oil price caused foreign investors to flee, 

triggering a currency crisis.  
The central bank has been working to converge 

the rates through dollar interventions but that is 
burning out reserves. 
"Should there be any harmonisation in FX rates 
– as encouraged by the multilateral agencies – 
then an FX assumption of 305 is likely to prove 
unrealistic," said Razia Khan, chief economist 
Africa at Standard Chartered Bank. 

Nigeria suffered significant revenue shortfalls in 
the first half of 2017, with interest payments 
remaining as high as 40 percent at end of June. 
The country estimates record spending of 7.94 
trillion naira ($21.75 bln) next year, up 6.7 

percent from the sum budgeted for 2017 with 
deficit rising to 2.45 percent as a percentage of 

GDP. 
"In order to sustain spending of anything close 
to 7.94 trillion naira, Nigeria will need to do a 
great deal more to boost non-oil revenue 
mobilisation," said Khan. 
 
(Editing by Jeremy Gaunt and Pritha Sarkar) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging:  
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

South Africa 

South Africa considering $1 billion 

bailout for national carrier  

04-Aug-2017  

CAPE TOWN, Aug 4 (Reuters) - South Africa's 

Treasury is considering a 13 billion rand 
($972 million) bailout to keep South African 
Airways (SAA) going as it battles a mounting 
cash crunch, Finance Minister Malusi Gigaba 
said on Friday. 

The national carrier, which was given state funds 
in July to help it repay debts, in addition to 
about 20 billion rand in government guarantees 
to keep it solvent, is among state firms that 

credit rating agencies say should be reformed. 
They have cited the cost of propping up the 
airline as a threat to the sovereign credit ratings 
of Africa's most industrialised economy, which 
S&P Global Ratings and Fitch have already 
downgraded to "junk". 
"We are in discussions about that and at the 

medium term budget statement in October I will 
make the necessary announcement," Gigaba 
told Talk Radio 702, referring to the prospective 
bailout. 
SAA executives later told a parliamentary 
committee it would face a liquidity crisis if it 

does not receive the 13 billion rand injection 
from the Treasury to meet its debt obligations 
and cover operating costs. 
The airline said in a financial plan presented to 
the committee that its plans showed it was not 
generating enough cash but that it would turn a 
profit by 2019 on an EBITDA basis. 

The airline also said debt maturities had been 
negotiated and extended to the end of 

September this year. 
"The overall findings of the financial modelling 
show that cash flows generated by SAA are not 
sufficient to cover the operations of the 
business," an executive summary of SAA's 

corporate plan for April 2017 to March 2022 
showed. 
A turnaround strategy for the airline must be 
pursued "aggressively", Gigaba told the 
parliamentary committee. 
"We will deal with the remedial action proposed 

in those reports because they raise quite serious 
issues that need an urgent response from us," 
he said referring to the SAA turnaround plan 
presented to the committee. 

The Treasury is concerned that if SAA fails to 
meet its debt obligations, it may have ripple 
effects on the government's wider guarantee 

framework. Many of South Africa's other 300-
odd state-owned firms are also a drain on the 
government's purse. 
The Treasury said on Thursday it had appointed 
Vodacom Group executive Vuyani Jarana as 
SAA's chief executive. Jarana becomes the first 
permanent chief executive at the troubled airline 

in over two years.  
 
($1 = 13.3687 rand) 
(Reporting by Wendell Roelf in Cape Town and 
Mfuneko Toyana in Johannesburg; Writing by James 
Macharia; Editing by Catherine Evans) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging:  
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
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South Africa risks financial crisis if 

debt of state firms mishandled  

04-Aug-2017  
CAPE TOWN, Aug 4 (Reuters) - South Africa's 

Finance Minister Malusi Gigaba said on Friday 
the country could slip into financial crisis if 
debts owed by state firms were not handled 
properly, but the government would not 
privatise the troubled national airline. 

Gigaba also told a parliamentary committee that 
the government would not sell its stake in 
Telkom to fund bailouts of struggling state firms. 
He added that he was negotiating with South 

African Airways lenders to defer debt 
repayments of around 7 billion rand ($524 
million) that are due in September. 
 
($1 = 13.3620 rand) 
(Reporting by Wendell Roelf; Writing by Mfuneko 
Toyana; Editing by James Macharia) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Uganda 

Fitch Affirms Uganda at 'B+'; Outlook 

Stable  

01-Aug-2017  

HONG KONG, August 01 (Fitch) Fitch Ratings 

has affirmed Uganda's Long-Term Foreign- 
and Local-Currency Issuer Default Ratings 
(IDRs) at 'B+'. The Outlooks are Stable. The 
Country Ceiling has been affirmed at 'B+'. The 
Short-Term Foreign-Currency and Local-
Currency IDRs have been affirmed at 'B'. 

Fitch has also assigned issue ratings to Uganda's 
senior unsecured long- and short-term local-
currency bonds at 'B+' and 'B', respectively. 

KEY RATING DRIVERS 
The ratings reflect Uganda's persistent twin 
deficits and the structural constraints to 
improving the business environment and 

increasing private sector development, balanced 
against the country's strong medium-term 

growth potential and the authorities' competent 
macroeconomic policy making. 
Fitch expects that Uganda will experience a mild 
recovery in growth in the fiscal year ending June 
2018 (FY18), after GDP growth decelerated to 
an estimated 4% in FY17, from 4.7% in FY16. 
The growth slowdown was largely due to a 

contraction in the agricultural sector following 
unfavourable weather conditions, slowing credit 
growth, and a fall in public expenditure as a 
percentage of GDP. Fitch forecasts growth to 
increase to 5% in FY18, as more favourable 
weather conditions will increase crop outputs 

and the government increases its level of capital 

expenditure. 
Risks to our short-term forecast are on the 
downside. Weaknesses within the public 
investment management framework mean that 

government execution of development 

expenditure is likely to remain under the 

budgeted amount in the current fiscal year and 
structural issues in the banking sector will 
continue to weigh on credit growth. 
Uganda's medium-term growth potential 
remains a positive for the ratings. Fitch forecasts 
growth to rise to 5.5% in FY19 and expects that 

the development of the oil sector and the 
accompanying increase in infrastructure 
development will take growth to 6% by FY20 
and above 6% when oil production begins. The 
government currently estimates first oil by the 
end of 2020 and the private sector oil companies 

currently operating in the sector will make their 
final investment decision by end-2017. 
A track record of macroeconomic stability 

supports Uganda's rating. Headline inflation fell 
to 6.5% in June, after rising over 1H17 to 7.3% 
in May, and the Ugandan shilling has been 
stable, supported by a narrowing of the current 

account. The increased stability allowed the 
Bank of Uganda (BOU) to cut its main policy rate 
by 100bps, to 10%, at its most recent monetary 
policy meeting, noting that the earlier increase 
in inflation had largely been a factor of 
temporary supply-side shocks to food prices. 
Fitch expects that the BOU's monetary stance 

will remain supportive of growth though 2H17 
Persistent fiscal deficits have resulted in a 
substantial increase in the stock of public sector 
debt. Fitch forecasts general government debt to 

rise to 39% of GDP in FY18, a level below the 'B' 
median but well above the 23% level of FY12. 

Uganda's growing debt levels are mitigated by 
the high percentage of concessionary and near-
concessionary debt, but the high percentage of 
foreign-currency borrowing makes the debt/GDP 
ratio susceptible to exchange rate shocks. 
Uganda's public finances improved in FY17, but 
Fitch expects a widening of the fiscal deficit in 

the current fiscal year. The agency forecasts the 
general government deficit to widen to 4.5% of 
GDP in FY18, from an estimated 3.6% in FY17. 
The FY17 budget deficit reached its lowest level 
since FY14, with the narrowing largely a result of 

under-execution in the capital budget. Almost all 
of the under-execution was in externally funded 

projects, which was the result of delayed donor 
disbursements. This reflects the government's 
ongoing difficulties with public investment 
management. 
Uganda has been under a non-disbursing IMF 
Policy Support Instrument (PSI) since 2013. The 

Fund's Executive Board concluded its eighth 
review of the program in May and found 
Uganda's progress to be broadly satisfactory. 
The PSI's areas of focus include increasing 
revenue mobilisation and government revenue 
has improved over the course of the current 
program. General government revenue was 15% 

of GDP in FY17, up from 13% in FY13. Fitch 
expects that revenue collection will continue 
rising. This increase will help to offset 
expenditure increases. As an additional burden 
on the government, regional conflicts have led 
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to the inflow of almost one million refugees to 

Uganda. The IMF estimates the cost of providing 

land and services to the refugees at 0.5% of 
GDP in 2016. 
Delays in infrastructure development have led to 
a temporary narrowing of the current account. 
Fitch forecasts the current account deficit to 
widen to 6.1% of GDP in FY18, from 5.3% in 

FY17. This is broadly in line with 'B' category 
peers and below the 7.9% of GDP deficit that 
the country averaged over FY11 to FY15. 
Further, Uganda's flexible exchange rate and 
comfortable reserves position reduces external 
vulnerability. Fitch expects that the level of 

foreign exchange reserves will remain above 
four months of current external payments (CXP) 
over the coming two years. Reserves stood at 

USD3.3 billion, or 4.5 months of CXP, at end-
May 2017. 
The Ugandan banking sector is liquid and well 
capitalised. Asset quality has deteriorated over 

the past two years, particularly in the real estate 
and construction sector, but non-performing 
loans (NPLs) fell to 6.3% of total loans at the 
end of March 2017, from 10.7% in December 
2016, largely as a result of the resolution of 
Crane Bank, which the BOU took over in 
October. BOU stress tests indicate that the 

sector is resilient to shocks. After earlier strong 
growth, private sector credit growth is likely to 
remain muted. 
Uganda's sovereign rating is constrained by low 

GDP per capita - less than one-quarter of the 'B' 
category median - due in part to high population 

growth of over 3%. The ratings also remain 
constrained by a weak business environment 
and political risks related to the lack of a clear 
succession plan for the long-serving President 
Museveni. Corruption continues to be a 
significant constraint. Uganda scores well below 
the 'B' median on the World Bank's governance 

indicators. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Uganda a score 
equivalent to a rating of 'B' on the Long-Term 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: 

 Macro: +1 notch, to reflect Uganda's 

robust medium-term growth potential 
and sound economic policy making. 

RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the ratings are 
currently well-balanced. The main factors that 
could, individually, or collectively, trigger 

negative rating action include: 

 Deterioration in the public finances 

leading to public debt peaking higher 
and later than currently expected. 

 A sharp widening of the current account 
deficit, not matched by an increase in 
long-term financing, which would 

increase external vulnerability. 

 A reduction in medium-term growth 

potential and a weakening of the 
macroeconomic policy-making 
framework. 

The main factors that could, individually, or 
collectively, trigger positive rating action 
include: 
-A narrowing in the current account deficit, for 
example as a result of improved export 
performance. 
-A reduction in public debt supported by 

improving public finances, for example through 
higher domestic revenue mobilisation. 
-An improvement in GDP per capita relative to 
peers. 
KEY ASSUMPTIONS 

Fitch assumes that a final investment decision 
will be made by the end of 2017 in the oil sector 

and that rising infrastructure investment and oil 
sector development will culminate in the 
commencement of oil production by end-2020. 
We assume political stability is maintained. 
 
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 
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