
  

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 

  1 

                         Click the links below for more info:  

 
>> PDM Network 
 

>> Emerging Markets Weekly Newsletter 
 

>> Bimonthly Newsletter 
  

Emerging Sovereign Debt Markets NEWS 

 
                        Number 27 Week 29 June – 5 July  2019  

                                                                

      

     

 

 
ASIA ................................................................... 2 

China ............................................................. 2 
Offshore China govt bond holdings in June 
rise at fastest pace this year ..................... 2 

Moody's affirms China's A1 ratings; 
maintains stable outlook .......................... 3 

China prices first sovereign bonds in 
casino hub Macau ..................................... 3 

Georgia .......................................................... 3 
Fitch Ratings: Russia Flight Ban to Weigh 
on Georgian Growth, Current Account ...... 3 

Hong Kong ..................................................... 4 
Silver bond rate remains at 3pc ................ 4 

India .............................................................. 5 
India forecasts GDP growth will edge up 
to 7% this year, sees fiscal challenges ..... 5 

India's tighter FY20 fiscal deficit target 
challenging to achieve .............................. 6 

Indonesia ...................................................... 6 
Indonesia raises 22.15 trln rupiah from 
debt auction, above target ........................ 6 

Lebanon ......................................................... 6 
Qatar's 'token gesture' boosts Lebanese 
bonds ........................................................ 6 

IMF sees Lebanon's 2019 deficit bigger 
than government target ............................ 7 

IMF warns against Lebanon's $7.3 billion 
plan to cut debt costs ............................... 7 

Malaysia ........................................................ 8 
Malaysia holds non-deal roadshow in 
Beijing ...................................................... 8 

Mongolia ........................................................ 8 
Fitch Affirms Mongolia at 'B'; Outlook 
Stable ....................................................... 8 

Pakistan ...................................................... 10 
UAE's Ajman Bank says it arranged $275 
mln loan for Pakistan .............................. 10 

Pakistan reserves decrease $9 mln to 
$7,272.8 mln week ending June 28 ........ 10 

Qatar ........................................................... 10 
Qatar central bank says sells 600 million 

riyals of t-bills ........................................ 10 

Saudi Arabia ................................................ 10 
Saudi Arabia widens funding base with 
dual-tranche debut euro bond ................ 10 

Saudi offers attractive spread on euro 
debut ...................................................... 11 

Saudi Arabia raises 3 billion with debut 
euro bond ............................................... 11 

Thailand ...................................................... 12 
Government to sell up to B128bn of bonds 
in July-September .................................. 12 

Vietnam ....................................................... 12 
Vietnam looking at relaxing FX hedging 
curbs ...................................................... 12 

EUROPE ............................................................ 12 

Albania ........................................................ 12 
Albania sells 3 bln leks (24.4 mln euro) of 
10-year T-notes ...................................... 12 

Belarus ........................................................ 13 
Belarus shelves Panda bond offering for 
now ........................................................ 13 

Bosnia ......................................................... 13 
Bosnia's Federation to offer 15.3 mln euro 
of 10-yr T-notes on July 9 ....................... 13 

Czech Republic ............................................ 13 
Czech finmin sees CZK 193.7 bln financing 
need in H2 .............................................. 13 

Hungary ....................................................... 14 
Hungary sells $3.5 bln of new retail bond 
in four weeks .......................................... 14 

Sales of the new Hungarian Government 
Bond Plus exceed 1000 billion forints ..... 14 

Kosovo......................................................... 14 
Kosovo to sell 20 mln euro of 3-yr T-notes 
on July 9 ................................................. 14 

North Macedonia ......................................... 14 
North  Macedonia's gross foreign debt 
grows in Q1 ............................................ 14 

North Macedonia sells 620 mln denars 
(10.1 mln euro) of 1-yr T-bills ................ 14 

           Table  of  contents 

mailto:Publicdebtnet.dt@tesoro.it
http://www.publicdebtnet.org/pdm/home/
http://www.publicdebtnet.org/pdm/newsletter/weekly-newsletter/
http://www.publicdebtnet.org/pdm/newsletter/bimonthly-newsletter/


  

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 

  2 

Romania ...................................................... 15 

Romania central bank's FX reserves fall to 
32.57 bln euros in June .......................... 15 

Romania's Jan-May budget deficit widens 
to 1.43%/GDP ........................................ 15 

Slovakia ....................................................... 15 
Slovak end-June budget deficit at EUR 
1.49 bln .................................................. 15 

Turkey ......................................................... 15 
Turkey pounces on rally to come back to 
bond markets.......................................... 15 

Turkey finalises $2.25 bln eurobond with 
6.45% yield to investor .......................... 16 

Turkish finance minister says current 
account will show surplus in June .......... 16 

Ukraine ........................................................ 16 
Deficit of Ukraine's consolidated balance 
of payments up to $750 mln in May 201916 

LATIN AMERICA AND CARIBBEAN .................... 17 

Latin American bond issues start to 
recover after first half decline ................ 17 

Argentina ..................................................... 17 
Argentina fiscal goals on track for now - 
but about to get much harder ................. 17 

Argentina sees 2019 inflation under 
40.3% -government preliminary budget 
draft ....................................................... 18 

Brazil ........................................................... 18 
Brazil's public finances swing back into 
deep deficit in May .................................. 18 

Brazil lower house speaker sees pension 
reform savings closer to 1 trillion reais .. 19 

Brazil's Guedes says privatization 
program to take off in 2nd half ............... 19 

Colombia ..................................................... 20 
Fitch Says Colombia Fiscal Framework 
Assumptions Are Optimistic .................... 20 

Ecuador ....................................................... 20 

Fitch Says IMF Review A Positive Signal 
For Ecuador ............................................ 20 

Mexico ......................................................... 20 

Mexico looking at issuing its first Panda 
bond ....................................................... 20 

Panama ....................................................... 20 
Fitch Says New Panama Gov't Promises 
Continuity Amid Fiscal Challenges .......... 20 

Venezuela .................................................... 21 
Venezuela opposition pledges equal 
treatment for creditors in possible 
restructuring .......................................... 21 

AFRICA ............................................................. 21 

Congo Republic ............................................ 21 
IMF board to consider Congo Republic 
bailout on July 11 ................................... 21 

Egypt ........................................................... 21 
Egypt current account deficit nearly 
doubles in Jan-March .............................. 21 

Egypt net foreign reserves rise slightly to 
$44.352 bln at end-June ......................... 22 

Mozambique ................................................ 22 
Mozambique committed to international 
law after 'tuna bond' ruling .................... 22 

Tunisia ......................................................... 23 

Fitch Rates Tunisia's Forthcoming EUR 
Notes 'B+(EXP)'...................................... 23 

GLOBAL ............................................................ 23 

Bond returns may overshadow equities 
Income ................................................... 23 

EMERGING MARKETS ........................................ 24 

Emerging Markets-Caution prevails ahead 
of U.S. jobs data; India budget in focus .. 24 

Please note: The information contained herein is selected by the PDM Network Secretariat from and is 

provided as a service to Subscribers. is considered to be a reliable source. However, the Secretariat 
cannot guarantee the accuracy of information reported and is not responsible for any opinions expressed and data enclosed.  
This newsletter includes news gathered until Friday 28 - June-2019  at 16:00. 

 

 

ASIA 
  

China 

Offshore China govt bond holdings in 

June rise at fastest pace this year  

03-Jul-2019  

SHANGHAI, July 3 (Reuters) - Offshore 

investors bought Chinese government bonds 
at the fastest pace so far this year in June, 
lifting their holdings of the sovereign debt to 
a record high for a fourth consecutive month. 

Total holdings of Chinese government bonds by 
offshore investors stood at a record 1.16 trillion 

yuan ($168.48 billion) at the end of June, 
according to Reuters calculations using data 
released on Wednesday by the China Central 
Depository and Clearing Co, the country's 
primary bond clearing house. 
That was up 2.43% from a month earlier, the 
largest percentage monthly increase in holdings 

of the bonds since December. 

Offshore holdings of bonds issued by China's 
policy banks also reached a record high, rising 
1.32% from the previous month to 425.38 billion 
yuan. But the rate of increase paled in 
comparison to a 13.8% jump in May, when a 
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sharp rise in risk aversion boosted inflows into 

fixed income investments.  
That month saw record foreign outflows of 
53.67 billion yuan from onshore equities. In 
contrast, foreigners were net buyers of 
Chinese shares in June, with inflows totalling 
42.6 billion yuan, data from the Hong Kong 
Exchanges and Clearing Co showed. 

In April, the Bloomberg Barclays Global 
Aggregate Index began including policy bank 

bonds, issued by China Development Bank, the 
Agricultural Development Bank of China and the 
Export-Import Bank of China, alongside Chinese 
government bonds. The 20-month phased 
inclusion of Chinese bonds will take China's 
weight in the index to 6.03 percent. 
Data from Bond Connect, which offers access to 

China's onshore interbank market through Hong 
Kong, showed trading volumes and average 
daily turnover once again reached record highs 
in June.  
Additional data on holdings of bonds traded on 
China's interbank market, from the Shanghai 
Clearing House, were not yet available on 

Wednesday afternoon.  
 
($1 = 6.8849 Chinese yuan) 
(Reporting by Andrew Galbraith; Editing by Jacqueline 
Wong) 
(( Andrew.Galbraith@tr.com ; +86 21 2083 0079; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moody's affirms China's A1 ratings; 

maintains stable outlook  

04-Jul-2019  
July 4 (Reuters) - Ratings agency Moody's 

affirmed China's rating at A1 with a stable 
outlook on Thursday, citing the country's 
financial and policy means to contain any rise 
in its economy-wide leverage and mobilise 

resources to support its stressed public sector 
entities and maintain financial stability.  

"... (China's) large fiscal and foreign exchange 

reserves and the government's control of parts 
of the economy and financial system lend 
effectiveness to measures aimed at stemming 
financial stability risks," Moody's said in a 
statement. 

Moody's also said it expected China's trade 
tensions with the United States to continue and 
oscillate between more or less intense phases. 
 
(Reporting by Philip George in Bengaluru 
Editing by Jacqueline Wong) 
(( P.George@thomsonreuters.com ; within U.S. +1 
646 223 8780, outside U.S. +91 80 6749 1609; 
Reuters Messaging: p.george@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

China prices first sovereign bonds in 

casino hub Macau  

05-Jul-2019  

• MOF prices 2 bln yuan deal in its first 
bond sale in Macau 

• Sells 1.7 bln yuan 3-year bonds at 
3.05% coupon to institutions 
• Prices 300 mln yuan 2-year retail 
portion at 3.3% coupon  

HONG KONG/SHANGHAI, July 5 (Reuters) - 
China has sold the first tranche of a two 
billion yuan ($291.11 million) bond in Macau, 
which comes as the Chinese-ruled territory 
tries to diversify from its dominant gaming 
industry. 

The Ministry of Finance said in a statement on 
Friday it sold 1.7 billion yuan of 3-year bonds at 
a 3.05% coupon to institutional investors on 
Thursday, ranging from pension funds to 
commercial banks, which were 3.2 times 
oversubscribed. 

The ministry said it will sell the second 300 

million yuan 2-year retail portion at a 3.3% 
coupon starting on Friday. Subscription to that 
bond will be open until July 19 according to 
Refinitiv IFR. 
The issuance will help develop Macau's bond 
market and financial services with its own 
characteristics, the ministry added. 

Macau, which generates about 80% of 
government revenues from gambling, is 
considering launching a yuan-based stock 
market to help it diversify away from gaming, 
the city's de facto central bank told Reuters last 
month. 

It is also beefing up financial services under 
China's Greater Bay Area plan to integrate the 
territory with Hong Kong, the largest offshore 
yuan hub, and nine mainland cities. 
The former Portuguese colony will mark its 20th 
anniversary of return to Chinese rule in 
December. 

 
($1 = 6.8702 Chinese yuan) 
(Reporting by Noah Sin and Andrew Galbraith 
Editing by Jacqueline Wong) 
(( Andrew.Galbraith@tr.com ; +86 21 2083 0079; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Georgia 

Fitch Ratings: Russia Flight Ban to 

Weigh on Georgian Growth, Current 

Account   

01-Jul-2019  

Fitch Ratings-London-July 01: Russia's ban on 

flights to and from Georgia is likely to weigh 
on Georgian economic growth and could 
hamper the reduction of the sovereign's 
external vulnerabilities, Fitch Ratings says. 

Russia will suspend flights to and from Georgia 
from 8 July. The move came after an address to 
Georgian MPs by a Russian lawmaker inflamed 
long-standing bilateral tensions, leading to large 

demonstrations in Tbilisi and criticism from 
Georgian politicians, who accused Russia of 
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interfering in Georgia's internal affairs. 

The flight suspension will chiefly affect Georgia's 

economic growth and external finances through 
its impact on tourism. Tourism has grown in 
recent years, contributing about 7.5% of GDP 
and 70% of service exports in 2018. It has 
contributed significantly to the narrowing of the 
country's structurally large current account 

deficit. A reduction in tourism earnings from 
Russia (which more than tripled to 4.9% of GDP 
between 2014 and 2018) could therefore hinder 
this improvement. 
Russian tourists accounted for 20.9% of total 
tourist arrivals last year. Russian visitors mostly 

arrive by road, and a decline in Russian arrivals 
could be partly offset by an increase in visitors 
from other countries (about one third of tourist 

arrivals last year were from Azerbaijan and 
Armenia). Russia is not a major source of FDI, 
accounting for 5% of total FDI last year. 
Nevertheless, lower tourism inflows coupled with 

possible lower FDI present a risk to our GDP 
growth forecasts, currently 4.6% this year and 
4.7% in 2020. 
A weakening of the current account and net 
FDI inflows would increase Georgia's already 
large external borrowing needs and could put 
pressure on the Georgian currency, the lari 
(around 75% of government debt is 

denominated in foreign currency). We forecast 

Georgia's gross external debt at 109.6% of GDP 
in 2019 and gross external financing needs at 

90.4% of gross international reserves. The 
ultimate impact of the flight ban will depend on 
its duration. 
A gradual easing of external imbalances was one 
driver of our upgrade of Georgia's sovereign 

rating to 'BB'/Stable in February. But external 
finances remain a key rating weakness. Georgia 
has higher net external debt and structurally 
larger current account deficits relative to its 
rating category peers, and a large negative net 
international investment position. To reflect this, 

the sovereign rating incorporates a qualitative, 
one-notch downward adjustment to that implied 
by our Sovereign Rating Model. 
Another driver of the upgrade was the Georgian 

economy's resilience to external shocks last year 
including Turkey's currency crisis, reflecting a 
diversification of sources of current account 

inflows, rising tourism revenues and remittances 
(notably from the EU), and prudent fiscal and 
monetary policy settings. 
The IMF's fourth review under its three-year 
Extended Fund Facility, completed last month, 
highlighted Georgia's strong record of 

economic reform. We think the central bank will 
continue its policy of reserve accumulation and 

we currently forecast reserves to rise to USD3.4 
billion this year and USD3.5 billion (three 
months of current external payments next year, 

from USD3.3 billion at end-2018). The IMF 
programme also provides additional external 
liquidity buffers. 
Opposition-led protests against the 

government's handling of the initial anti-Russian 
demonstrations have led to the resignation of 

the Interior Minister, and the government has 

conceded to demands to adopt proportional 

representational for parliamentary elections 
scheduled in 2020 (the change was previously 
planned for 2024). It remains to be seen 
whether this will bolster popular support for the 
ruling Georgian Dream-Democratic Georgia-led 
coalition. 

 
Media Relations: Anna Bykova, Moscow, Tel: +7 495 
956 9903, Email: anna.bykova@fitchratings.com; 
Peter Fitzpatrick, London, Tel: +44 20 3530 1103, 
Email: peter.fitzpatrick@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 
 

Hong Kong 

Silver bond rate remains at 3pc  

05-Jul-2019  
Avery Chen 
Hong Kong will launch a fourth batch of silver 
bonds worth HK$3 billion for subscription on 
Wednesday for residents aged 65 or above 
with a minimum return of 3 percent. 

The new batch has a tenor of three years. 

Holders will be paid interest once every six 
months at a rate linked to inflation, subject to a 
fixed rate of 3 percent. 
The subscription period will start from 9 am on 

July 10 and end at 2 pm on July 18. 
Those born in 1954 or before holding a Hong 

Kong identity card can apply through one of the 
20 placing banks or 19 designated securities 
brokers. The bond will be issued on July 29. 
There will be no secondary market. But there is 
an early redemption arrangement in place. 
Holders can sell their bonds before maturity to 
the government at par together with accrued but 

unpaid interest. 
The bonds cannot be transferred. 
Holders can only transfer the bonds from a 
placing bank or designated securities broker 
to an account under the same names with the 
same or another placing bank or designated 
securities broker. 

"The issuance of the Silver Bond is intended to 
provide an investment product with steady 

returns for senior citizens and encourage 
financial institutions to tap into the immense 
potential of this 'silver market' by introducing a 
wider spectrum of appropriate products," a 
government spokesperson said. 
The rate for the latest silver bond was kept at 3 
percent despite the Hong Kong interbank offered 

rate and time-deposit rates rising recently. 
Wong Tsz-cheuk, managing director, head of 
Greater China fixed-income trading, global 
market at the Hongkong and Shanghai Banking 
Corporation believes the rate is at a reasonable 

level as Hibor increase is driven by seasonal 

factors such as initial public offerings and the 
market is facing increasing downside risks from 
interest rates. 
HSBC and BOC Hong Kong (2388) said the 
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banks will offer fee waivers for subscription 

handling, transfers-in, safe custody, interest 

collection, early redemptions and redemptions at 
maturity. 
Wong said 3 percent is attractive, as it is higher 
than the three- and six-month deposit rates at 
major banks, and also higher than 10-year and 
three-year government bonds yields. 

Lydia Chan, head (currency and settlement) of 
the Hong Kong Monetary Authority, said 
redemption rates of the past three tranches of 
silver bonds were low at 4.9 percent, 3.7 
percent, and 0.3 percent respectively. The 
government launched the first Silver Bond in 

July 2016. 
 
Copyright © 2019 GC Media Teamwork Limited 
©Thomson Reuters 2019. All rights reserved. 
 
 

India 

India forecasts GDP growth will edge 

up to 7% this year, sees fiscal 

challenges  

04-Jul-2019  
• Govt report says credit growth, 

consumption to push up growth 
• Says fall in oil prices could push up 
consumption spending 
• Says central bank's accommodative 
monetary policy to help investments 

By Aftab Ahmed and Mayank Bhardwaj 
NEW DELHI, July 4 (Reuters) - India's 

government forecast on Thursday that 
economic growth could get back up to 7% 
percent this year, but cautioned it will face 

challenges keeping its fiscal deficit in check. 

The views were expressed in an annual 
economic survey presented to parliament one 
day before Finance Minister Nirmala Sitharaman 
presents the budget for the fiscal year that ends 
in March 2020.  
India's growth cooled to 6.8% in the year that 

ended on March 31, its slowest rate of expansion 
in five years.  

"Growth in the economy is expected to pick up 
in 2019/20 as macroeconomic conditions 
continue to be stable," said the finance 
ministry's chief economic adviser, 
Krishnamurthy Subramanian, the report's main 

author. 
Prime Minister Narendra Modi's government is 
widely expected to push up spending in 
Friday's budget to spur activity, by offering 
tax incentives to boost consumer demand and 
investment, officials of his political party said.  

A shortfall in monsoon rains, pivotal for the farm 
sector that constitutes about 15% of the 
economy, employing nearly half of India's 

workers, has increased concern about rural 
distress and strengthened the case for 
government intervention. 
But the report said India faces a challenge on 
the fiscal front: the economic slowdown has 
impacted tax collection, while state spending on 

the farm sector is rising. 

In an interim budget unveiled in February, 

ahead of a general election, the government set 
3.4% of gross domestic product (GDP) as a 
target for 2019/20's fiscal deficit. 
"We are sticking to the fiscal consolidation path 
for the last five years. We anticipate that path 
will continue," Krishnamurthy told reporters 

after the release of the report.  
To allow higher spending, the fiscal deficit target 
might be lifted to 3.6% on Friday, a senior 
government official told Reuters. 
Otherwise, to meet the initial target of 3.4%, 
the government will have cut expenditure by 

700 billion Indian rupees to 800 billion Indian 
rupees ($10-12 billion), the official said.  
In 2018/19, the government resorted to 

spending cuts of nearly 1.5 trillion rupees to 
meet the upwardly revised fiscal deficit target of 
3.4% after a fall in tax collections.  
The annual survey gave no projection for the 

deficit. Economists believe the real figure has to 
exceed 3.4%, because already in the first two 
months of the current year, the deficit equalled 
52% of the total targeted for 12 months. 
RAISING INVESTMENT  
The report urged the removal of hurdles to 
private investment and a further opening of 
the economy to foreign investors to boost 

growth to over 8% annually, which would 
make India a $5 trillion economy in five years.  

In January-March, annual growth slumped to 

5.8%, the slowest pace in 20 quarters, and more 
recent indicators such as plummeting industrial 
output and automobile sales have stoked fears 
of a deeper slowdown. 
Krishnamurthy said transmission of monetary 

easing was key to reduce the cost of capital in 
the economy.  
India's central bank, Reserve Bank of India 
(RBI) has cut benchmark repo rate by 75 basis 
points (bps) since February, but commercial 
banks have reduced lending rates by only 10-15 

bps as they are saddled with huge distressed 
assets amounting to near $150 billion.  
Indian financial markets largely shrugged off the 
economic survey and investors said they would 

prefer to wait for the budget on Friday for 
direction. 
"The survey identifies problems and its core is 

India to be a $5 trillion economy by 2024/25, 
which looks a bit optimistic," said Devendra 
Pant, chief economist at India Ratings & 
Research, the Indian arm of the rating agency 
Fitch. 
"It is banking on productivity growth of 70 basis 
point compared with the United States," Pant 

said.  
 
($1 = 68.6475 Indian rupees) 
(Additional reporting by Chris Thomas, Chandini 
Monnappa and Krishna V Kurup in BENGALURU; 
Writing by Manoj Kumar: Editing by Richard Borsuk 
and Kim Coghill) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
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India's tighter FY20 fiscal deficit target 

challenging to achieve  

05-Jul-2019  
By Abhirup Roy 

MUMBAI, July 5 (Reuters) - India's decision to 

slightly lower its fiscal deficit target for 
2019/20 is a step in the right direction but 
will be challenging to achieve, a Moody's 
analyst said on Friday after the government 
announced its budget. 

India's finance minister said the government 
would cut its fiscal deficit target to 3.3% of 
gross domestic product (GDP) for the year 

ending March 2020, from 3.4% set in February, 
and said it would achieve 3% by March 2021. 

"I think overall it seems like there is some 
support in the budget to address the sluggish 
growth in the economy and that's going to make 
achieving a tighter fiscal deficit challenging," 
said Gene Fang, associate managing director, 

sovereign risk group, Moody's Investors Service. 
"Despite the lower target we did pick up a lot of 
emphasis on support measures especially for 
low-income and farm workers and also some tax 
cuts in there," Fang said. 
It also remained to be seen how much the target 

depends on one-off revenue such as 
divestments, he said. 
He said the budget announcements did not 

change the rating agency's stance on India. 
Moody's rates India at "Baa2" with a "stable" 
outlook. 
 
(Reporting by Abhirup Roy; Editing by Kim Coghill) 
(( abhirup.roy@thomsonreuters.com ; + 91 22 6180 
7067; Reuters Messaging: 
abhirup.roy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Indonesia 

Indonesia raises 22.15 trln rupiah from 

debt auction, above target  

02-Jul-2019  
JAKARTA, July 2 (Reuters) -  
• Indonesia raised 22.15 trillion rupiah 

($1.57 billion) in a bond auction on Tuesday, 
higher than the indicative target of 15 trillion 

rupiah, Finance Ministry's financing and risk 
management office said in a statement. 

• The weighted average yields of the 
bonds sold on Tuesday were lower than yields of 
comparable bonds on June 18. 
• Total incoming bids at Tuesday's auction 
were 62.09 trillion rupiah, higher than in the 
previous auction. 

 
($1 = 14,135.0000 rupiah) 
(Reporting by Tabita Diela; editing by Uttaresh.V) 
(( tabita.diela@thomsonreuters.com ; 
+628561539032; )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Lebanon 

Qatar's 'token gesture' boosts 

Lebanese bonds  

02-Jul-2019  
By Davide Barbuscia 
DUBAI, July 2 (Reuters) - U.S. dollar-

denominated bonds issued by Lebanon's 
government rose this week after Qatar 
reportedly bought some of the debt, but the 
rally petered out as the market questioned 
whether it did much to help Lebanon's 
struggling economy. 

Qatar said earlier this year it planned to buy 
$500 million of Beirut's dollar bonds to support 

the Lebanese economy. On Sunday, a Qatari 
official told Reuters Doha had bought "some of 
the bonds," without saying when or how much it 
had bought. Lebanon's finance minister said the 
Qatari move was "serious".  

Lebanese bonds rose on Monday, with debt due 
in 2037 gaining over 3 cents to reach its highest 
value since May, but then fell again on Tuesday. 
Analysts and market sources said it was hard to 
quantify the impact of the Qatari purchase and 
what it would mean for Lebanon's economic 

recovery. Lebanon has one of the world's 
highest ratios of debt to gross domestic product 
and is struggling to implement reforms needed 
to avoid a credit crunch. 

"I would say that the phrase 'some bonds' is 
very vague, and suggests a token gesture rather 
than a genuine program of support for 

Lebanon," said Marcus Chenevix, analyst, MENA 
and global political research at TS Lombard. 
The Qatari government declined to comment on 
the amount of Lebanese bonds purchased or on 
other details of the transaction. 
NOTICEABLE IMPACT 
It was also not clear whether and how buying 

Lebanese bonds in the market would translate 
into economic benefits. 

"... Other than giving Lebanese bonds something 
of a bid, it would really make a difference only if 

they bought them from Lebanese residents 
(banks mainly) as that would bring dollars into 
Lebanon," said Richard Briggs, emerging 
markets strategist at London-based CreditSights 

Just days after Qatar's investment pledge for 
Lebanon in January, Saudi Arabia, its regional 
rival, made a commitment to support Lebanon 
"all the way" to safeguard its stability. 
"Serious support would have noticeable impacts 
on the (Lebanese) yield curve. Think of the 

example of Saudi support for Egypt in 2014 - 
when these things really happen, they are very 
noticeable," Chenevix said. Qatar's 
announcement did give some respite to 
Lebanese debt investors after Moody's said last 

week that Lebanon is at risk of a debt 
rescheduling or steps that may constitute a 

default. 
"This alone is very powerful. Especially today 
when there are geopolitical rivalries in the 
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Middle East and North Africa region," said 

Sergey Dergachev, a manager of emerging-

market corporate debt at Germany-based Union 
Investment. 
 
(Additional reporting by Tom Arnold in London and Eric 
Knecht in Doha; editing by Larry King) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

IMF sees Lebanon's 2019 deficit bigger 

than government target  

02-Jul-2019  
BEIRUT, July 2 (Reuters) - Lebanon's projected 

budget deficit for 2019 will likely be well 

above the government's target of 7.6% of 
gross domestic product (GDP), an 
International Monetary Fund mission said on 
Tuesday. 

"IMF staff preliminary estimate is that the 
budget measures will reduce the cash-basis 
fiscal deficit to around 9.75 percent of GDP," The 
IMF Article IV mission said in a statement.  
Parliament is debating the 2019 draft budget, 

which cabinet approved in May. The IMF said 
that "on the basis of current information, the 
projected deficit is likely to be well above the 
authorities' stated target". 
As part of the budget, the government aims to 

shave some 1 trillion Lebanese pounds ($660 

million) from debt servicing costs by issuing low-
interest treasury bonds. 
The IMF said buying the Lebanese 
government's proposed low-interest debt 
would worsen the central bank's balance 
sheet and undermine its credibility. The IMF 
added that there should be no pressure on 
private banks to buy the debt instead. 

The Lebanese government, saddled with one of 
the world's heaviest public debt burdens, has 

moved in recent months to launch long-stalled 
reforms in an effort to control spending and 
stave off a crisis. 
The 2019 state budget, seen as a critical test of 

the government's will to reform, aims to cut the 
deficit from 11.5% of GDP in 2018, as previously 

declared by the government. 
Lebanon's central bank governor said last week 
he backed the bid to cut debt servicing costs, 
but there was no deal yet on how to do that and 
nothing would be imposed on commercial banks. 
The IMF said Lebanon's central bank should step 
back from "quasi-fiscal operations" and from 

government bond purchases, letting the market 
determine yields on government debt.  
The Lebanese state's biggest expenses are its 
bloated public sector, debt servicing costs and 
large transfers to the loss-making public power 
company. 

The budget could help unlock some $11 billion in 

financing pledged at a Paris conference last year 
for investment in the economy, if it wins the 
approval of donors. 
The IMF deemed the budget and a power sector 

reform plan, approved in April, as "the first steps 

on a long path" to rebalancing the economy. The 

Lebanese government "now has an opportunity 
to implement reforms and turn the tide," it said.  
"IMF staff projects that a primary surplus of 
around 4.5 percent of GDP would be needed 
to noticeably reduce the debt-to-GDP ratio 
over the medium to long run," it added. 

To achieve this, it encouraged the government 

to pinpoint and carry out additional permanent 
fiscal measures. The IMF said revenue measures 
should include raising the value added tax 
(VAT), fighting tax evasion, and increasing fuel 
excises.  
If the government strongly implements fiscal 
adjustment efforts in 2019-2020 and planned 

structural reforms, this may shore up confidence 

and unlock donor funding, the IMF said. But it 
warned that risks remain for Lebanon, and the 
failure to meet targets or advance reforms could 
erode confidence. 
 
(Reporting by Ellen Francis and Tom Perry; editing by 
Jonathan Oatis and James Dalgleish) 
(( Ellen.Francis@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2019.  
 
 

IMF warns against Lebanon's $7.3 

billion plan to cut debt costs  

04-Jul-2019  

CPI FINANCIAL 
The International Monetary Fund (IMF) stated 
that Banque Du Liban (BdL) should let the 
market determine yields on government debt. 

The IMF has said that Lebanon's central bank 
risks undermining its credibility if it agrees to a 
government proposal to buy treasury bills at 
below-market rates, reported Bloomberg. 

Finance Minister Ali Hassan Khalil has proposed 
issuing LBP 11 trillion ($7.3 billion) of treasury 
bonds to commercial banks at a rate of one per 
cent—about a tenth of the market rate—in order 
to cut LBP 1 trillion from debt-servicing costs. 
Banks have turned down the offer and an official 
said the central bank was likely to take up the 

proposal on its own. 
"Buying the proposed low-interest government 
debt would worsen the BdL's balance sheet and 
undermine its credibility, the central bank should 
gradually phase out its financial operations once 
fiscal adjustment and the subsequent decline in 
yields demanded by investors allow it to do so," 

the IMF said. 
Riad Salameh, BdL Governor said that the 
central bank is still in negotiations with the 
finance ministry on how to reduce servicing 
costs on public debt, which is estimated at 
160 per cent of gross domestic product. 

The government's 2019 draft budget sets a 
deficit target of 7.6 per cent of GDP, but the IMF 

expects the gap to reach 9.8 percent. Lebanon 
plans to pare the deficit primarily by reforming 
its ailing electricity sector and cutting public 
sector benefits. 
The IMF said that the measures proposed in the 
budget, together with savings from electricity 
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sector reforms, are projected to reduce the 

primary deficit in 2020-22 but leave debt on a 

rising path. 
The Lebanese finance minister twitted that the 
IMF report is not encouraging while noting that 
the IMF did praise Lebanon's 2019 draft budget 
as a major step in the right direction. 
Khalil said that he will submit the 2020 draft 

budget before the end of August, however, the 
parliament has not yet approved the 2019 draft 
budget, which is being revised in committee. 
 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved. 
 
 

Malaysia 

Malaysia holds non-deal roadshow in 

Beijing  

02-Jul-2019  

BEIJING/SINGAPORE, July 2 (IFR) - Senior 

Malaysian government officials met potential 
investors in Beijing today and discussed the 
possibility of issuing sovereign Panda bonds, 
according to people familiar with the matter. 
Discussions about a potential Panda bond debut 
have been ongoing for months, but remain at a 
preliminary stage and no deal has been finalised 

yet, the people said. 

The government officials also have a scheduled 
meeting at the People’s Bank of China. 
Last month, Malayan Banking (Maybank), rated 
AAA/A3/A–/A– (China 
Chengxin/Moody's/S&P/Fitch), issued Rmb2bn 
(US$288.8m) dual-tranche Panda bonds. A 

Rmb1bn one-year tranche priced at 3.28% and 
a Rmb1bn three-year portion came at 3.58%. 
This was its second Panda offering in China’s 
interbank market following its debut in July 2017 
with a Rmb1bn three-year bond at 4.6%. 
Maybank plans to use around 70% of the 

proceeds to invest in projects related to China’s 
Belt and Road Initiative, a banker involved in the 

deal said. 
 
(Reporting by Yanfei Wang and Daniel Stanton; Editing 
by Vincent Baby) 
(( Yanfei.Wang@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mongolia 

Fitch Affirms Mongolia at 'B'; Outlook 

Stable  

05-Jul-2019  

Fitch Ratings-Hong Kong-July 04: Fitch 

Ratings has affirmed Mongolia'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 

Mongolia's ratings are supported by the 
country's robust growth outlook, improving 

fiscal metrics, and strong governance 
indicators. The ratings are constrained by 
Mongolia's narrow economic base, low 
external buffers, and a volatile political 
landscape, which can lead to sharp changes in 
economic policy and increases the likelihood 
of economic shocks. 

The budget surplus was recorded at 2.6% of 
GDP in 2018, well above both the approved 
budget and Fitch's prior expectations. Budget 

outturns through end-May 2019 point to robust 
revenue and expenditure growth, even in the 
absence of new revenue-enhancing measures, 
which Fitch believes are consistent with the 
budget remaining broadly in balance in 2019. 
The prospect for continued fiscal outperformance 

into next year is considerably less certain amid a 
recent history of sharp increases in spending 
ahead of parliamentary elections, which are due 
to be held in mid-2020. Fitch forecasts the fiscal 
deficit to widen to 4% in 2020, above the 
authorities' projection of 2%, though we think 
there may be greater downside risks to the 

forecast owing to the political cycle. 
Strong budget outturns combined with a robust 
economic recovery that started in early 2017 
have led to a sharp decline in gross general 
government debt (GGGD). Fitch forecasts GGGD 
will fall to 60% of GDP by end-2019 from 70% a 
year earlier, below a peak of 93% in 2016. The 

agency's baseline forecasts continue to point 
to a gradual downward path for Mongolia's 
public debt dynamics post-2020, but our 
assumption for higher fiscal deficits implies 
GGGD will remain above the historical 'B' 
median of 49% for the foreseeable future. 

The IMF has yet to conclude its sixth review of 
Mongolia's three-year Extended Fund Facility 
since late-2018 due to the outstanding 

completion of two prior actions pertaining to the 
asset quality review (AQR) of the financial 
sector. The IMF Article IV end-of-mission press 
release in June 2019 highlighted Mongolia's 
progress in strengthening its economic 
resilience, while underscoring the country's still 

insufficient buffers to withstand future external 

shocks. Meanwhile, the authorities have 
indicated their intention to carry out the 
requisite prior actions, which include a forensic 
audit of the capital raised as part of the AQR. 
Success in the actions will enable an additional 
disbursement of IMF and other external donor 

funds later this year. 
External buffers have continued to strengthen, 
despite the delay of some IMF programme-
linked disbursements. Foreign reserves were 
USD3.7 billion by end-May 2019, up from 
USD3.3 billion a year prior, and more than triple 
their value in early 2017. Fitch estimates foreign 

reserves are now equivalent to roughly 4.4x 

current-external payments, which puts Mongolia 
ahead of the 'B' median of 3.8x, and roughly on 
par with the 'BB' median of 4.3x, though a 
considerable proportion of outstanding reserves 
could be viewed as encumbered due to a CNY15 
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billion (USD2.1 billion) swap arrangement with 

the People's Bank of China. 

The rise in external buffers has not however 
tempered the broader fragilities associated with 
Mongolia's external finance profile. These include 
a sizeable current account deficit (in excess of 
15% of GDP), massive net external debt burden 
(180% of GDP), and an elevated dependence on 

external marketable debt, which heightens the 
country's vulnerability to shifts in investor 
sentiment. These factors, in addition to 
Mongolia's narrow economic base focused on the 
export of commodities and nearly singular 
concentration to a single export market 

(mainland China), expose the country to 
external shocks and constrain the sovereign 
ratings. 
Real GDP growth accelerated to 8.6% yoy in 
1Q19 from 6.7% in 2018. The strong growth 
performance has been in large part due to 
capital expenditure linked to the ongoing 
development of the underground phase of the 
Oyu Tolgoi copper mine, for which sustainable 
first production has been delayed until late 

2021 or 2022. Investment contributed 12.1pp 
towards overall GDP growth in 1Q19. 
Consumption has also picked up alongside the 
broader economic recovery, having contributed 
3.1pp to growth, whereas net exports' 
contribution remained negative in light of the 
high import content required to build out the 

mine. Fitch forecasts GDP growth of 7% in 2019 

and 6% in 2020, broadly in line with the 
authorities' Medium Term Fiscal Framework 
assumptions, and considerably above the 'B' 
median of 3%. 
Domestic politics have become increasingly 

boisterous, and scepticism regarding the Oyu 
Tolgoi investment agreement has resurfaced 
across the country's political discourse. This 
development is underscored by the 
recommendations of a parliamentary working 
group to revise the 2015 investment agreement 
with Rio Tinto, and similar allusions from the 

Minister of Mining in a recent press conference. 
It appears that parliament has put the working 
group's recommendations on hold for the time 

being, but ongoing strained relations between 
the government and Rio Tinto over taxation, 
delays, and other aspects of the investment 
agreement increase the probability for political 

shocks leading up to the mid-2020 
parliamentary elections. This in turn could have 
material implications for Mongolia's 
macroeconomic stability, given the importance 
of the mine to the country's broader economy. 
Banking-sector asset quality remains weak, with 

the sector non-performing loan ratio at roughly 
11% as of end-May 2019, and some banks still 
reporting deterioration from legacy loans. 
However, the agency views the authorities' 

decision to liquidate Capital Bank in April 2019 
as evidence of its continued commitment to 
make structural improvements in the financial 

sector. Some banks may still need to raise 
capital or even face closure as a consequence of 
the ongoing AQR, but Fitch believes this should 

ultimately lead to a strengthening of the banking 

system, an important target under the IMF's 

Extended Fund Facility. Even in the event that 
some public funds are required to meet capital 
shortfalls at systemically important banks, the 
agency does not believe this would have a 
material impact on Mongolia's sovereign credit 
profile due to the AQR's prior findings that the 

system-wide capital shortfall was equivalent to 
1.9% of GDP. 
Structural factors, such as GDP per capita, 
governance indicators, and doing business 
rankings score above 'B' rated peers and provide 
considerable support to Mongolia's sovereign 

ratings. Per capita income has the potential to 
rise substantially over the longer term if the 
country can successfully harness its substantial 

natural resource endowments via strategic 
mining projects, and deliver them more reliably 
to third markets via planned infrastructure 
investments. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Mongolia 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 vulnerability to external shocks, given the 

country's narrow economic base, dependence on 
external marketable debt, and high net external 

debt ratios. 
• Structural Features: -1 notch, to reflect 
uncertainty ahead of forthcoming parliamentary 
elections, which increases the probability of 
political and economic 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 main factors that could lead to positive 
action are: 
• A track record of modest fiscal deficits 
consistent with further declines in GGGD/GDP. 

• Sustained implementation of credible 
and coherent macroeconomic policymaking that 
makes the economy less vulnerable to swings in 
commodity prices and the external environment. 
• Maintenance of a business environment 
conducive to strong economic growth and FDI 
inflows. 

The main factors that could lead to negative 
rating action are: 
• Political instability sufficient to 
significantly disrupt strategic mining projects or 
FDI inflows. 
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• Fiscal policy settings that put GGGD/GDP 

back on an ascending trajectory. 

KEY ASSUMPTIONS 
• The global economy performs broadly in 
line with Fitch's Global Economic Outlook 
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: Yee Man Ko, Hong Kong, Tel: +852 
2263 9953, Email: alanis.ko@thefitchgroup.com; Wai-
Lun Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Pakistan 

UAE's Ajman Bank says it arranged 

$275 mln loan for Pakistan  

01-Jul-2019  

DUBAI, July 1 (Reuters) - UAE-based Ajman 

Bank arranged a syndicated financing of $275 

million for the government of Pakistan in May, 
the bank said on Monday. 

A number of banks participated in the one-year 
Islamic loan, which has a Murabaha structure 
and was solely arranged by Ajman Bank, it said 
in a statement. 
The Pakistani government last month signed a 

$375 million syndicated loan with UAE banks 
which included conventional and Islamic 
tranches. 
A murabaha is a cost-plus-profit arrangement 
which complies with Islamic finance standards. 
 
(Reporting by Saeed Azhar, editing by Davide 
Barbuscia) 
(( Saeed.Azhar@thomsonreuters.com ; +971 
44536787; Reuters Messaging: 
saeed.azhar.reuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019.  
 
 

Pakistan reserves decrease $9 mln to 

$7,272.8 mln week ending June 28  

05-Jul-2019  

KARACHI, Pakistan, July 4 (Reuters) - 
Pakistan's foreign exchange reserves 
decrease $9 million to $7,272.8 million in the 
week ending June 28, compared to $7,282.1 
million in the previous week, the central bank 
said on Thursday. 
During the week ending June 28, the bank 
received $500 million from Qatar as a placement 
of funds and overall foreign reserves decreased 

by $9 million due to debt servicing and other 

official payments, central bank said on 

Thursday. 
 
(Reporting by Syed Raza Hassan) 
(( raza.hassan@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Qatar 

Qatar central bank says sells 600 

million riyals of t-bills  

03-Jul-2019  
DUBAI, July 3 (Reuters) - Qatar central bank 

sold 600 million riyals ($165 million) of 
treasury bills in an auction, it said in a 
statement on Wednesday. 

A total of 300 million riyals worth of three-
month t-bills were sold at 2.07%, 200 million 
riyals worth of six-month t-bills were sold at 
2.22% and 100 million worth of nine-month t-
bills were sold at 2.23%.($1 = 3.6400 Qatar 

riyals) 
 
(Reporting by Asma Alsharif; Writing by Saeed Azhar) 
(( Saeed.Azhar@thomsonreuters.com ; +971 
44536787; Reuters Messaging: 
saeed.azhar.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

Saudi Arabia widens funding base with 

dual-tranche debut euro bond  

01-Jul-2019  
By Davide Barbuscia 

DUBAI, July 1 (Reuters) - Saudi Arabia has 

hired a group of banks including Goldman 
Sachs and Societe Generale to arrange a 
global investor call ahead of an issuance of 
euro-denominated bonds, its first in that 
currency, as the kingdom seeks to diversify its 
investor base. 

Riyadh has become a regular debt issuer over 
the past few years to offset the impact of lower 
oil prices on its finances. 

It has so far issued debt in Saudi riyal and U.S. 
dollars, but its planned debut in the euro-
denominated markets shows it is targeting new 
funding sources for future issues. 
Entering the euro market would allow the 
kingdom to tap different investors at any time, 

said a source familiar with the government's 
plans, adding it would also indirectly strengthen 
trade links between Saudi Arabia and Europe. 
Sources told Reuters last month that Saudi 
government representatives were planning to 
meet investors in London, Munich, Paris, Zurich, 

Milan, Amsterdam, The Hague and Frankfurt, 

ahead of the debt offering.  
Goldman Sachs and Societe Generale have been 
hired as global coordinators and bookrunners for 
the potential new deal, while BNP Paribas, 
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Morgan Stanley and Samba Capital have been 

mandated as lead managers and passive 

bookrunners, according to a document issued on 
Monday by one of the banks leading the 
potential new deal. 
The kingdom is looking to issue bonds in 
tranches of eight and 20 years following the 
call, scheduled for Monday, the document 
said. 

The Saudi Debt Management Office, part of 
the ministry of finance, declined to comment. 

The deal, subject to market conditions, will be a 
Regulation S/144 A transaction, a format which 
allows the sale of securities to qualified 
institutional buyers in the United States. 
The planned debt sale would be Riyadh's second 
international bond isue this year. In January it 

raised $7.5 billion in bonds attracting over $27.5 
billion in demand in what was seen by many as a 
vote of market confidence for the kingdom after 
its reputation was damaged by the murder of 
Saudi journalist Jamal Khashoggi last year. 
 
(Reporting by Davide Barbuscia; Editing by Raissa 
Kasolowsky and Hugh Lawson) 

(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Saudi offers attractive spread on euro 

debut  

02-Jul-2019  

LONDON, July 2 (IFR) - Saudi has taken over 

€10bn of orders for its debut euro. 
Guidance has been set for a July 2027 at 
swaps plus 95bp area, 20bp inside IPTs. The 
sovereign has moved pricing by 15bp for a 
July 2039, setting guidance at 155bp area. 

The sovereign, which is targeting a benchmark 
trade, opened books on the dual-tranche 
transaction at levels which investors said looked 

appealing. 
"Levels look quite attractive," said Anthony 
Simond, an EM fixed-income portfolio manager 
at Aberdeen Standard Investments at IPTs. 

"There is usually a liquidity premium for issuing 
in euros, and we estimate that the IPTs are 

about 80bp cheap to the equivalent Saudi US 
dollar bonds. It's the yield, plus the cost of 
swapping euros into dollars, which is about 
2.70% at the moment." 
Using instead a cross-currency swap to maturity 
suggested a pick-up over the sovereign's dollar 
curve of about 45bp on the eight-year and 55bp 

on the 20-year.  
In headline spread terms, the sovereign has US 
dollar October 2026s bid at 104bp over swaps 
and March 2028s at plus 126bp, according to 
Tradeweb data, suggesting fair value for a new 
eight-year at 115bp. 

Calculating fair value for a US dollar 20-year 

note is trickier as there are no bonds at that part 
of the curve. The closest pointers are April 
2030s, bid at plus 137bp, and October 2046s, 
which are at plus 207bp. That would put fair 

value at about 175bp based on an interpolation 

of the curve. 

Another way of valuing the trade is to compare 
to other euro bonds from EM issuers. 
"We are looking to participate in the eight-year 
issue at current initial price thoughts," said Uday 
Patnaik, head of emerging markets debt at 
LGIM. "Saudi looks relatively cheap to Croatia 

euros, for example." 
Croatia (Ba2/BBB-/BBB-) has a €1.25bn 3% 
March 2027 bid at 81bp over swaps, according 
to Tradeweb, although the country is a member 
of the EU and has a track record of issuing in 
euros. Looking further afield, Chile (A1/A+/A) 

issued a 12-year last week at 50bp over swaps 
to yield 0.83%. 
Saudi Arabia held a call with investors on 

Monday ahead of the deal, which will price later 
today. 
Saudi Arabia is rated A1 by Moody's and A+ by 
Fitch. Goldman Sachs International and Societe 

Generale are global coordinators and active 
bookrunners, and BNP Paribas, Morgan Stanley 
and Samba Capital lead managers and passive 
bookrunners. 
 
(Reporting by Robert Hogg; Editing by Sudip Roy, 
Julian Baker) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Saudi Arabia raises 3 billion with debut 

euro bond  

03-Jul-2019  
By Davide Barbuscia and Tom Arnold 

DUBAI/LONDON, July 2 (Reuters) - Saudi 

Arabia has raised 3 billion euros from over 
14.5 billion worth of orders for it first bond 
denominated in euros, as the kingdom taps 
new financing sources to cover its budgetary 
needs in an era of lower oil prices. 

With this deal, the Saudis have sold over $60 
billion in international bonds since their debut as 
a global borrower in late 2016, making the 

kingdom one of the biggest debt issuers among 
emerging markets. 
Its foray in the euro debt market -- the first by a 
Gulf government -- will allow it in the future to 
tap different investors at different times.  
The Saudi bonds are split into a 1 billion-euro 
eight-year tranche and a 2 billion-euro 20-
year tranche, a document issued by one of the 

banks leading the deal showed. 

"Saudi Arabia will benefit from strong tailwinds 
as there's good demand for euro-denominated 
paper driven by European investors looking for 
alternatives to very low yields in government 
bonds in Europe," Marcelo Assalin, head of 
emerging market debt at NN Investment 

Partners, a Netherlands-based asset manager, 
said while the deal was being marketed. 
The eight-year tranche carries a coupon of 
0.75%, the longer-dated bond 2%. After pricing, 
the eight-year tranche offered a 0.782% yield, 
the 20-year notes 2.042%, according to the 
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document.  

GEOPOLITICS 

Spreads on the eight-year bond tightened as the 
deal was marketed on Tuesday to end up 
offering 80 basis points (bps) over mid-swaps. 
The 20-year bonds offered 140 bps over the 
same benchmark. 
That meant the yield in euro terms was lower 

than rates offered by Saudi Arabia's dollar debt 
of similar maturity. But compared with euro debt 
issued by lower-rated countries like Croatia, 
Saudi Arabia was offering a slight premium. 
"It comes a bit cheap to comparisons ... It's a 
debut euro issue and comes in the backdrop of 

Iran tensions, so that perhaps accounts for 
that," said a portfolio manager. 
Geopolitical tensions have increased in the 

Middle East since attacks on two oil tankers at 
the entrance to the Gulf. The United States 
blamed Iran; Iran denied responsibility. 
Saudi Arabia's budget deficit this year is 
expected to reach 7% of gross domestic 

product, the International Monetary Fund 
predicted, above the government's projection 
of 4.2% of GDP. 

The increase is mainly caused by higher 
government spending, which Riyadh needs to 
boost the economy and diversify it away from oil 
revenues, at the cost of heightening the 
kingdom's fiscal vulnerabilities. 

Goldman Sachs and Societe Generale 
coordinated the deal while BNP Paribas, Morgan 

Stanley and Samba Capital were mandated as 
lead managers and passive bookrunners. 
 
(Reporting by Davide Barbuscia and Tom Arnold; 
editing by Larry King) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Thailand 

Government to sell up to B128bn of 

bonds in July-September  

02-Jul-2019  
Figure Thailand plans to sell up to 128 billion 
baht of government bonds in the July-
September quarter as part of a debt-
restructuring, the finance ministry said on 
Tuesday.The baht-denominated bonds, to be 
sold domestically, will have maturities of 
between five and 48 years, the ministry said 
in a statement. 

That compares with 143 billion baht of 
government bond issues planned for the April-
June period. 
 
Copyright (c) 2019 Bangkok Post 
©Thomson Reuters 2019. All rights reserved. 
 

 

Vietnam 

Vietnam looking at relaxing FX hedging 

curbs  

04-Jul-2019  
LONDON, July 4 (Reuters) - Vietnam is looking 

at relaxing restrictions on currency hedging 
tools and could start on a gradual path of 
changes in two to three years time, a top 
official said on Thursday. 

Vietnam clamped down on hedging tools such as 
FX forwards following currency stress in the 

financial crisis, but the lack of such instruments 
means companies or asset investors have little 
way of hedging their exposures.  

"We have been discussing with the central bank 
how to create a (FX) hedging instrument," 
Nguyen Duc Chi, the Chairman of Vietnam's 
State Capital Investment Corporation, which is 

akin to a sovereign wealth fund, said at a 
conference in London. 
"They (the central bank) are looking at it at the 
moment. My view is that in a 2-3 year 
timeframe you might start seeing some more 
relaxation in terms of (FX) hedging," he said, 
adding it was also likely to be a gradual process. 

Recent analysis by State Street Global Advisors 
estimated that while $300 million to $500 million 
equivalent worth of FX changed hands in the 

Vietnamese FX market a day, only around $20-
30 million went on in the restricted forward 
market. 

The dong has fallen roughly 10 percent against 
the U.S. dollar over the last four years, including 
a number of devaluations, which is one of the 
main reasons why international investors would 
prefer to have hedging options. 
Vietnam’s central bank allows the dong to move 
in a band of 3% on either side of a daily 

'reference rate', which is based on a basket of 
eight currencies.  
 
(Reporting by Marc Jones; 
Editing by Alexander Smith) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania sells 3 bln leks (24.4 mln euro) 

of 10-year T-notes  

04-Jul-2019  
TIRANA (Albania), July 4 (SeeNews) – Albania's 

finance ministry said it sold 3 billion leks 
($27.6 million/24.4 million euro) worth of 10-
year fixed-rate Treasury notes on July 4, in 

line with target. 
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The coupon rate on the issue was set at 5.53%, 

down from 5.85% in the last auction of 10-year 

T-notes held in April, according to figures 
published on the website of the finance ministry. 
 
(1 euro = 121.346 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Belarus 

Belarus shelves Panda bond offering 

for now  

02-Jul-2019  

MINSK. July 2 (Interfax) - Belarus has shelved 

plans to float Panda bonds on the Chinese 
market for now, the BelTA news agency 
quoted Belarusian Finance Minister Maxim 
Yermolovich as saying during the Belt and 
Road Forum for Regional Cooperation and 
Development. 

"We've been assigned a Chinese national rating. 
We are able [to float the Panda bonds] today. 

But since we now have an opportunity to take 
out a loan through cooperation with the China 
Development Bank, we've shelved the matter of 
floating Panda bonds for now," Yermolovich said. 
"We are going to study the market, monitoring 
what happens to the interest of Chinese 
investors in sovereign bonds on the Chinese 

domestic market. If the overall situation 
becomes favorable, we will be able to enter the 
market quite quickly," the finance minister said. 
In June, Yermolovich said Belarus intended to 
borrow 3.5 billion yuan from the China 
Development Bank by the end of 2019. In 2018 
China Chengxin International Credit Rating 

Company (CCXI) assigned a sovereign credit 
rating to Belarus using the Chinese national 
rating scale. Belarus was assigned AA+ with 
stable outlook. Belarus sought the credit rating 
in order to be able to float government bonds on 
China's domestic market. 

 
Pr mz 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bosnia 

Bosnia's Federation to offer 15.3 mln 

euro of 10-yr T-notes on July 9  

02-Jul-2019  
SARAJEVO (Bosnia and Herzegovina), July 2 

(SeeNews) – Bosnia’s Federation will offer 30 
million marka ($17.3 million/15.3 million 
euro) of ten-year Treasury notes at an auction 

on July 9, the entity's finance ministry said. 

The government securities of 1,000 marka in par 
value each will mature on July 10, 2029, the 
finance ministry said in a tender notice on 

Friday. 

At the last auction of government securities held 

on May 28, the Federation's finance ministry 
sold seven-year Treasury notes worth 30 million 
marka, in line with target. 
The Federation is one of the two autonomous 
entities forming Bosnia and Herzegovina. The 
Serb Republic is the other one. 

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

Czech Republic 

Czech finmin sees CZK 193.7 bln 

financing need in H2  

28-Jun-2019 16:01:02  
PRAGUE, June 28 (Reuters) - The Czech 

Finance Ministry sees overall gross financing 
need for the second half of the year of 193.7 

billion crowns ($8.67 billion), the ministry 
said in a semi-annual update of its financing 
strategy on Friday. 

Overall full-year financing need was slightly 
reduced to 329.4 billion from previously 
estimated 331.2 billion. 
The ministry plans to issue at least 50.0 billion 
crowns worth of domestic bonds in the second 

half on the primary market and also continue 

sales on the secondary market, it said. 
The issuance follows 154.1 billion crown gross 
issuance in the first half, the ministry said. 
The ministry raised the plan for gross domestic 
issuance for the whole 2019 to at least 220 
billion crowns, from at least 150 billion in its 

December strategy. 
The government will be repaying two maturing 
bonds in the second half with total value of 
149.6 billion crowns. 
The ministry said it also planned to raise the 
volume of euro-denominated 2021 bond to at 
least 1 billion euros, from 400 million it had sold 

in three tranches this year so far. 
It also plans further issuance of retail bonds for 

individual investors. 
It kept the door open, as usually, to a possible 
eurobond issuance, if terms including hedging 
costs were more favourable than at the domestic 

market. 
 
($1 = 22.3360 Czech crowns) 
(Reporting by Mirka Krufova 
Editing by Jan Lopatka) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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Hungary 

Hungary sells $3.5 bln of new retail 

bond in four weeks  

01-Jul-2019  
BUDAPEST, July 1 (Reuters) - Hungary has sold 

over 1,000 billion forints ($3.51 billion) worth 
of a new high-yield retail savings bond to 
households in just four weeks, Finance 
Minister Mihaly Varga said on Monday. 

Prime Minister Viktor Orban's government 
offered the five-year savings bond for the 

domestic retail market last month as his 
government pursues efforts to cut its reliance on 
foreign investors in debt financing. 

"This (the new bond) gives stability for state 
finances," Varga said in a video on his official 
Facebook page. 
The National Bank of Hungary (NBH) has said in 

its latest inflation report published last week that 
the new bond could help maintain a high savings 
ratio by households, and channel additional 
incomes stemming from years of double-digit 
wage rises into the government debt market. 
"In addition to the effects on households' 
savings decisions, the new security may 

contribute to improving the country's external 
vulnerability," the NBH said. It added that 
households' retail bond purchases could help 

refinance Hungary's maturing FX debt. 
In total, Budapest aims to increase the retail 
stock of government debt to 11 trillion forints by 

2023 from around 8 trillion now. 
The new retail bond carries an initial yield of 3.5 
percent, gradually rising to 6 percent at 
maturity, offering a premium over all currently 
available retail bonds and over bank deposits. 
Interest will be exempt from capital gains tax. 
 
($1 = 284.9000 forints) 
(Reporting by Krisztina Than) 
(( krisztina.than@thomsonreuters.com ; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Sales of the new Hungarian 

Government Bond Plus exceed 1000 

billion forints   

05-Jul-2019  
Sales of the new Hungarian Government Bond 
Plus sovereign bond have exceeded 1000 
billion forints (EUR 3.1 billion), Minister of 
Finance Mihaly Varga announced on his 
Facebook page. 

He emphasised that the new consumer bond is a 

simple and transparent product that provides an 
outstandingly high level of interest, and is easily 

accessible. Its annually increasing interest 
provides an outstanding investment opportunity 
in both the short and long term, and the interest 
earned is not even subject to interest tax, he 
added. 

As he explained, these are just some of the 

reasons why the new consumer sovereign bond 

is proving more popular and successful than 
expected, with over 1000 billion forints worth of 
the bonds subscribed to by the Hungarian public 
during the past few weeks since the bond was 
issued. 
“This is a good deal for everyone: it provides a 

secure and highly profitable investment for 
people, while providing stability to state 
finances”, Mr. Varga said. 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Kosovo 

Kosovo to sell 20 mln euro of 3-yr T-

notes on July 9  

03-Jul-2019  

PRISTINA (Kosovo), July 3 (SeeNews) – 
Kosovo's finance ministry will offer 20 million 
euro ($34.4 million) worth of three-year 
Treasury notes at an auction on July 9. 

At the last auction of three-year T-notes held in 
May, the finance ministry sold 30 million euro 
worth of government securities, in line with plan. 
The average weighted yield fell to 1.56%, from 

1.72% at the previous auction of three-year 
Treasury notes held in February, according to 

figures posted on the website of the finance 
ministry. 
 
($ = 0.88551 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

North  Macedonia's gross foreign debt 

grows in Q1  

02-Jul-2019  

SKOPJE (North Macedonia), July 2 (SeeNews) – 
North Macedonia's gross foreign debt totalled 
8.3 billion euro ($9.4 billion) at the end of the 
first quarter of 2019, up 5% on the previous 
quarter, official figures show. 

The external debt of North Macedonia's central 
bank and deposit-taking corporations increased 

in the first quarter, according to figures 
published by the central bank last week. 
 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

North Macedonia sells 620 mln denars 

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

03-Jul-2019  
SKOPJE (North Macedonia), July 3 (SeeNews) – 
North Macedonia's finance ministry sold 620 
million denars ($11.4 million/10.1 million 
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euro) worth of one-year Treasury bills at an 
auction on July 2, in line with target, the 

central bank, NBRM, said. 

The central bank sells government securities on 
behalf of the finance ministry through volume 
tenders, in which the price and coupon are fixed 
in advance and primary dealers only bid with 
amounts. 
 
(1 euro = 60.77 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania central bank's FX reserves fall 

to 32.57 bln euros in June  

01-Jul-2019  
BUCHAREST, July 1 (Reuters) - The Romanian 

central bank's foreign exchange reserves, 
excluding 103.7 tonnes of gold, fell by 265 
million euros to 32.57 billion euros ($36.89 
billion) in June, the bank said on Monday. 

Inflows were 1.03 billion euros, mainly 

representing changes in credit institutions' 
foreign currency-denominated required reserves 
and inflows into finance ministry's accounts.  
Outflows totalled roughly 1.29 billion euros, and 
reflected changes in credit institutions' foreign 
currency required reserves, interest payments 

and principal repayments on foreign currency 
public debt. 
The central bank said July payments to service 
external public and publicly guaranteed foreign 
currency debt amounted to 87 million euros. 
 
($1 = 0.8829 euros) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 

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

Romania's Jan-May budget deficit 

widens to 1.43%/GDP  

01-Jul-2019  

BUCHAREST, July 1 (Reuters) - Romania's 

consolidated budget deficit widened to 1.43% 
of gross domestic product in the first five 
months from 1.1% at the end of April, finance 
ministry data showed on Monday. 

The shortfall compares with a gap of 0.9% in the 
first five months of 2018. The ruling Social 
Democrats target a budget deficit of 2.8% of 
GDP this year, marginally lower than last year's 

2.9%. 
In nominal terms, the deficit stood at 14.7 billion 
lei ($3.51 billion) at the end of May. Budget 

revenue totalled 123.8 billion lei, or 12% of 
GDP. Spending stood at 138.5 billion lei. 
 
($1 = 4.1906 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 

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

Slovakia 

Slovak end-June budget deficit at EUR 

1.49 bln  

01-Jul-2019  
BRATISLAVA, July 1 (Reuters) - The Slovak 

central government budget deficit reached 
1.49 billion euros ($1.69 billion) at the end of 
June, wider than a 573.9 million euro deficit 
posted a year ago, the Finance Ministry said 
on Monday.  

Total revenue reached 6.75 billion euros at the 

end of June, while expenditure was 8.24 billion 
euros. Tax revenue stood at 5.77 billion euros, 
up from 5.64 billion euros a year ago. 
Revenue from EU transfers reached 537.58 
million euros, up from 496.7 million euros at the 
end of June. 
 
($1 = 0.8810 euros) 
(Reporting by Mirka Krufova; Editing by Tatiana 
Jancarikova) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey pounces on rally to come back 

to bond markets  

02-Jul-2019  
By Nevzat Devranoglu and Marc Jones 
ANKARA/LONDON, July 2 (Reuters) - Turkey 

borrowed $2.25 billion via its first major bond 

sale since March, taking advantage of a global 
bond rally and a recovery in domestic 
sentiment over the past couple of months. 

The Turkish Ministry of Treasury and Finance 

said it had mandated three banks for a five-
year, dollar-denominated eurobond that bankers 
involved estimated would offer buyers around 
6.65% interest. Final yield on the bond was 

revised down to 6.45%, bankers said. 
"As part of the 2019 external borrowing 
program, the Ministry of Treasury and Finance 
has mandated BNP Paribas, Citigroup and HSBC 
for the issuance of a dollar denominated bond 
due 2024," the Treasury said in a statement. 
Turkey has issued $6.4 billion of its $8 billion 

borrowing target this year, but it has stayed 
clear of debt markets after a squeeze on 
international lira trading in March, geopolitical 
flare-ups and a re-run of municipal elections 
in Istanbul caused its borrowing costs to soar.  

Those costs have come down sharply again over 
the past eight weeks, however, as the mood has 
stabilised. The interest rate premium, or spread, 
of Turkish government bonds to U.S. Treasuries 
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has fallen from 600 basis points in late May to 

around 465 now. 

The lira has rallied more than 7%, too, including 
a 2.8% leap on Monday after President Tayyip 
Erdogan said U.S. President Donald Trump had 
indicated that no U.S. sanctions would be 
imposed over Turkey's purchase of a Russian S-
400 missile defence system. 

"The hunt for yield is a dominating theme, and 
herein Turkey offers a good opportunity," said 
Sergey Dergachev, a manager of emerging-
market corporate debt at Germany-based Union 
Investment. 
Magdalena Polan, global emerging markets 

economist at Legal & General Investment 
Management, said Turkey needed to raise 
financing to support its reserves and ahead of 

the maturity of other bonds. 
"It is a sign that investors are more comfortable 
buying Turkish assets and emerging market 
assets in particular," she said. 

"The Turkish government is doing this as the 
elections are out of the way, so political 
uncertainty is behind us. Within the near term 
there's no rapid trigger for any change in price 
one way or another." 
The market rally has been so pronounced that 
Turkish bonds were - next to Russia - the 
best-performing emerging-market fixed 

income market in the second quarter of the 
year.  

With the country's double-digit inflation also now 

easing, an aggressive run of interest rate cuts 
looks likely.  
Marcelo Assalin, head of emerging market debt 
at NN Investment Partners, a Netherlands-based 
asset manager, added: "Investors will be a bit 

demanding in terms of premium as Turkey is a 
fundamentally challenged credit." 
"But liquidity is in the driving seat, and the 
expectation of more accommodative monetary 
policy in Europe is driving demand for paper that 
offers an alternative to low-yield government 

bonds in Europe." 
 
(Reporting by Nevzat Devranoglu in Turkey and Marc 
Jones and Tom Arnold in London 
Writing by Ece Toksabay 
Editing by Jonathan Spicer, Larry King, Gareth Jones 
and Frances Kerry) 
(( tuvan.gumrukcu@tr.com ; +90 312 292 7021; 
@tuvangumrukcu; Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey finalises $2.25 bln eurobond 

with 6.45% yield to investor  

03-Jul-2019  
ISTANBUL, July 3 (Reuters) - Turkish treasury 

finalised its latest eurobond issue worth $2.25 
billion due August 2024 with a yield to 
investor of 6.45%, it said on Wednesday. 

In a statement, the treasury said the issuance 

attracted an orderbook of around three times 
the issue size. With the transaction, the amount 
raised from international capital markets in 2019 

reached some $8.7 billion, it added, exceeding 

the planned $8 billion for the year. 

 
(Reporting by Ezgi Erkoyun 
Editing by Ece Toksabay) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkish finance minister says current 

account will show surplus in June  

05-Jul-2019  
Berat Albayrak said on Friday that Turkey's 

current account will show a surplus in June, 
and that he sees improvement in economic 
indicators. 

Speaking at a meeting of the Turkish Association 

for Financial Institutions, Albayrak also said he 
expects economic recovery to be more rapid in 
the second half of the year. 
 
(Reporting by Ebru Tuncay and Ezgi Erkoyun; Writing 
by Sarah Dadouch; Editing by Dominic Evans) 
(( Sarah.Dadouch@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Deficit of Ukraine's consolidated 

balance of payments up to $750 mln in 

May 2019   

01-Jul-2019  
KYIV. July 1 (Interfax-Ukraine) - The 

consolidated balance of payments of Ukraine 
in May 2019 saw a deficit of $750 million 
against a deficit of $45 million in April, a 
surplus of $652 million in March 2019 and 
$266 million in May 2018, which is associated 
with large payments on public debt and an 

increase in cash outside banks. 

"Unlike previous periods, a significant capital 
outflow ($1 billion) was observed on the 
financial account. This was due to the planned 

redemption of sovereign eurobonds, which was 
only partially offset by a further increase in non-
residents' investments in hryvnia-denominated 

government domestic loan bonds," the central 
bank noted in its publication. 
In general, for the five months of 2019, the 
consolidated balance of payments of Ukraine 
saw a deficit of $466 million against a surplus 
of $284 million in January-May 2018. 

The National Bank said that in the private sector 
there was also a net capital outflow: an increase 
in cash outside banks exceeded the inflow of 

debt and investment capital in the real sector 
and capital inflow into the banking sector. 
According to the NBU, in May 2019, the volume 

of cash outside banks increased by $441 million 
compared to $478 million in April, and since the 
beginning of the year by $1.306 billion. During 

the same period last year, the increase was 
almost five times less - $274 million. At the 
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same time, in April and May, the volume of 

currency in cash reduced by $18 million and $38 

million respectively. 
 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Latin American bond issues start to 

recover after first half decline  

03-Jul-2019  

By Miluska Berrospi 
NEW YORK, July 3 (IFR) - Political risks, 

concerns over global growth and a 
diminishing need for hard currency borrowing 
made for a lackluster first half in the Latin 

American primary market for crossborder 
bonds.  

International issuance volumes over that period 
hit just over US$50bn, including local and hard 
currency deals. That marked a 32% drop from 
the US$73.24bn seen in the first half of 2018, 
according to IFR data. 
Aside from broader worries about the global 

economy, monetary policy, trade wars and 
falling oil prices, Latin American borrowers also 

had to contend with an uncertain political 
environment.  
This was particularly true in Mexico, where the 
policies of the newly installed populist president 
gave investors pause, slowing issuance from a 

country that typically contributes to a good 
chunk of supply each year.  
Not only did the Mexican sovereign issue 
dollar bonds later than it normally does each 
year, but state-owned oil company Pemex - 
typically a frequent issuer - stayed clear of 
the bond market altogether. 

And while investors grew increasingly bullish 

over Brazil as they bet on the prospects of 
pension reform following the electoral victory of 

President Jair Bolsonaro, a buoyant local market 
was often more attractive than hard currency 
funding. 
That on top of diminished issuance from 
frequent issuers such as Argentina and Ecuador 

- both of which had fallback funding from the 
IMF - made for a slow start to the year.  
"We were expecting less issuance, some of it 
due to a number of countries in EM that have 
gone to IMF," said Shamaila Khan, director of 
emerging market debt with Alliance Bernstein. 
January, usually one of the busiest months of 

the year, proved to be particularly disappointing, 
amid uncertainty over the direction of US 
interest rates.  

That month, just 10 borrowers hit the dollar 
market for a total of just US$9.564bn in new 
supply. That stands in stark contrast to January 

2018 when issuers raised US$32.3bn through 33 
deals.  

TURNING SENTIMENT 
A dovish turn at the Federal Reserve and a 
steady decline in US rates, however, helped 
volumes jump in March to US$10.212bn, 
marking an 150% increase from the same 
month the prior year.  

That month saw both Brazil and its state-
controlled oil firm Petrobras hit the market, with 
the latter coming with the first half's largest 
dollar deal.  

April was also a big month with US$13.037bn of 
new supply, though that was still less than the 
US$18.157bn seen during the same month in 
2018.  
More Mexican issuers hit the market that month, 
including the sovereign in euros and America 
Movil in dollars - its first since 2013.  

It also saw Telefonica del Peru target a rare local 
currency trade at foreigners, as well as dollar 
deals from Panama, Peru's Consorcio 
Transmantaro, and Panamanian utility Etesa.  
"This year you've seen more issuance of out the 
smaller countries like Peru, Colombia, and 

Uruguay," said a NY-based senior syndicate 
banker. "They've supplemented Mexico, Brazil, 
Argentina." 
Among the top five largest deals in the first half 
of 2019, two of those included smaller issuers 
like Colombia and the Dominican Republic, which 
issued $2bn and US$2.5bn equivalent 

respectively.  
Dovish central banks in the US and Europe 

bodes well for issuance for the second half of the 
year, as borrowers look to take advantage of low 
rates and investors hunt for yield.  
A favorable election outcome for Argentina's 
President Mauricio Macri - a market favorite - 

could also bring more issuers from that country 
following recent forays from energy companies 
YPF and Pampa Energia.  
However, Khan says it is unlikely that the year 
will match last year's volumes.  
"Overall, we expect the year to end with lower 

issuance than it did in the last couple of years," 
she said.  
 
(Reporting by Miluska Berrospi; Editing by Paul Kilby) 
(( Miluska.Berrospi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Argentina 

Argentina fiscal goals on track for now 

- but about to get much harder  

28-Jun-2019 19:20:14  
By Gabriel Burin 

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

fiscal targets, on track so far this year, are 
about to get squeezed as pension payouts rise 
and tax revenues weaken amid a biting 
economic rut, potentially leaving a poisoned 
chalice for whoever is elected president at the 
end of this year. 

The recession-hit government has been 
tightening its budget to trim crippling public 
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debts which forced it to strike a $56.3 billion 

standby financing deal with the International 

Monetary Fund (IMF) last year and agree to 
meet fiscal targets. 
This helped the government of President 
Mauricio Macri, seeking re-election, to post a 
respectable primary surplus of 0.2% of gross 
domestic product (GDP) in the January-May 

period. The surplus in May alone was a eight-
year high of 25.97 billion pesos. 
Four analysts surveyed by Reuters said the 
second half of 2019 would be much tougher, 
however, estimating the country would post a 
primary deficit - not including debt interest 
payments - of 0.7% of GDP, or higher than the 
deficit of 0.5% agreed with the IMF. 

The pressure would mount further in 2020, 

raising the need for controversial reforms to rein 
in public spending after presidential elections in 
October and November of this year. 
"Next year poses a huge fiscal challenge," Nadín 
Argañaraz, director of the Argentine Institute of 
Fiscal Analysis (IARAF), told Reuters, predicting 
a primary deficit of 0.7% of GDP in 2019. 

"The paths of how to achieve a sustainable 
surplus should be a matter of debate for the 
presidential candidates," he added. 
The analysts polled said the surplus would start 
to disappear in the coming months as expenses 
outgrew revenues ahead of the elections and 

inflation linked pensions spiked. 
Argentina would likely get a pass from the IMF 

for a near miss, but a steeper 1% surplus target 
in 2020 now looked much tougher to hit. 
"If that indexation to past inflation is not broken, 
Argentina will not be able to consolidate fiscally, 
that is the most urgent thing that the markets 

are going to ask for," said Martin Vauthier, an 
economist at the consultancy Eco Go, who 
estimates a primary deficit of 0.9% of GDP in 
2019. 
Macri last month hinted he could modify the 
pension scheme if he won, citing the 
"consolidation of the sustainable and equitable 

pension system" as part of a list of proposals, 
without giving more details. 
The coalition of his Peronist rival in the elections, 

Alberto Fernandez, instead called for "recovering 
the purchasing power" of retirees, who he said 
had been hit hard by a previous tweak Macri 

made to the pension scheme. 
This initiative, approved by Congress in 2017, 
relieved pressure from pension payments in the 
short term, but was criticized by Peronists on 
the left as overly tough on retirees and 
conservatives on the right, who said it did not 
resolve underlying imbalances. 

Further signs of pension reform would go down 
well with financial markets, but would rile the 
electorate ahead of what is expected to be a 
closely-fought election battle.  

Both Macri and Fernandez have stayed largely 
quiet on the matter. 
Macri's administration and Fernandez's campaign 

team did not respond to Reuters inquiries on the 
matter. 
Some polls indicate the current balance of power 

in parliament will stay largely intact after the 

elections, which would hinder fiscal reforms 

during the next presidency. 
But Macri would be more likely to make 
changes, according to Juan Lezica, an economist 
at consultancy ACM.  
"If the ruling party continues, we may see some 
reforms," he said. 

 
(Reporting by Gabriel Burin; writing by Nicolas 
Misculin; editing by Adam Jourdan and G Crosse) 
(( adam.jourdan@thomsonreuters.com ; +54-11-
5544-6882; Reuters Messaging: 
adam.jourdan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina sees 2019 inflation under 

40.3% -government preliminary 

budget draft  

05-Jul-2019  
BUENOS AIRES, July 4 (Reuters) - Argentine 

inflation should end 2019 under 40.3% while 
the economy shrinks 0.8%, according to a 
preliminary draft of the government's 

upcoming budget proposal published on 
Thursday. 

Consumer prices are expected to rise a much 
more moderate 26.1% next year, according to 
the bill, to be presented to Congress in 
September. The document forecasts a 3.5 
percent expansion in gross domestic product in 

2020. 

Latin America's No. 3 economy has been 
hammered by recession and inflation of more 
than 57 percent over the last 12 months as 
President Mauricio Macri prepares for a tough 
run for re-election in the October general 
election. 

Argentina's fiscal targets, on track so far this 
year, are about to get squeezed as pension 
payouts rise and tax revenues weaken. Macri 
has been tightening spending to trim the debts 
that forced Argentina into a $57 billion financing 
deal with the International Monetary Fund last 
year. 

The budget draft forecasts a primary fiscal 
surplus of 1% of gross domestic product next 
year after reaching fiscal equilibrium in 2019. 
Analysts are generally more pessimistic in their 
forecasts for Argentina. A recent Reuters poll of 
economists showed expectations of a 0.7% fiscal 
deficit in 2019. 

 
(Reporting by Jorge Iorio 
writing by Nicolas Misculin and Hugh Bronstein 
Editing by Leslie Adler) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil's public finances swing back into 
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deep deficit in May  

28-Jun-2019 16:29:53  

By Jamie McGeever 
BRASILIA, June 28 (Reuters) - Brazil's public 

finances swung back into the red in May with 
the primary deficit widening sharply from the 
same month last year, the central bank said 
on Friday, although overall national debt as a 
share of the economy fell unexpectedly. 

The Brazilian government posted a primary fiscal 
deficit of 13.0 billion reais ($3.39 billion) in May, 
slightly less than the 14.0 billion reais deficit 
economists had expected but much wider than 
the 8.2 billion reais deficit in May last year. 
The primary budget balance, which comprises 
the central government, regional governments 

and state-owned enterprises before interest 

payments are factored in, is a key measure of 
Brazil's fiscal health.  
"The public debt dynamics remain a source of 
concern," Alberto Ramos, head of Latin 
American research at Goldman Sachs, wrote in a 

client note.  
"The fiscal picture remains very weak, despite 
the effort over the last 3 years to contain 
discretionary spending and the significant 
retrenchment of public investment," he said.  
The government is trying to push through 
Congress an ambitious social security system 

reform bill, which aims to shore up the public 
finances and save over 1 trillion reais ($262 
billion) over the next decade.  
The accumulated primary deficit over the 12 
months to May was 100.36 billion reais, or 
1.44% of GDP, up from 1.38% in April, the 
central bank said on Friday. The end-2019 
target is for a deficit of around 139 billion 
reais or 1.9% of GDP. 

Including interest payments, Brazil's nominal 
public sector deficit was 47.6 billion reais in May 
and 484.7 billion reais in the 12 months to May, 
or almost 7% of GDP, the central bank said. 
Brazil's gross debt as a share of GDP fell to 
78.7% from a record 79.0% in April, but net 
public sector debt rose to 54.7% of GDP from 

54.4% the month before and 54.1% at the end 
of last year, the central bank said. 

 
($1 = 3.83 reais) 
(Reporting by Jamie McGeever 
Editing by Chizu Nomiyama and Susan Thomas) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil lower house speaker sees 

pension reform savings closer to 1 

trillion reais  

02-Jul-2019  

BRASILIA, July 2 (Reuters) - The amended 

pension reform bill Brazil's special 
congressional committee will soon vote on 
aims to generate savings of around 940 billion 
reais ($244 billion) over the next decade, 
lower House Speaker Rodrigo Maia said on 

Tuesday. 

That total after additional measures are inserted 

into the text would be more than the 913 billion 

reais targeted in the current version of the 
committee's report, and less than the 
government's stated goal of 1.237 trillion reais.  
But it would be closer to the 1 trillion reais 
Economy Minister Paulo Guedes and other 

government officials insist is needed to get the 
public finances back on a stable long-term 
footing and revive investor and business 
confidence in Brazil. 
The special pensions committee will look to 
begin voting on the amended bill on Wednesday, 
sources involved in the talks said on Tuesday. 

This is needed before the bill is put to the lower 
house plenary for approval there, before it gets 

the final seal of approval in the Senate. 
The government hopes it will be passed in the 
lower house plenary before Congress breaks for 
recess on July 18. 
But there are still some sticking points, namely 

whether to reinsert states and municipalities 
back into the bill. Talks are ongoing to reach 
agreement on this issue, Maia said.  
New retirement rules for these workers were 
withdrawn last month by the special committee's 
coordinator Samuel Moreira. That, and other 

changes, infuriated government officials, 
particularly Paulo Guedes. 
 
($1 = 3.8454 reais) 
(Reporting by Maria Carolina Marcello 
Writing by Jamie McGeever; Editing by Lisa Shumaker 
and Diane Craft) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil's Guedes says privatization 

program to take off in 2nd half  

04-Jul-2019  
SAO PAULO, July 4 (Reuters) - Brazilian 

Economy Minister Paulo Guedes said on 
Thursday the government's privatization 
program should take off in the second half of 

the year, boosting divestment and helping to 
cut back debt. 

Guedes said during a presentation in a seminar 
in Sao Paulo that once the pension reform is 
approved, the government will focus its efforts 
in the Congress to pass a tax reform, looking to 
simplify the system and reduce taxes. A 
congressional committee approved on Thursday 

the main text of the pension reform. 
 
(Reporting by Stefanie Inouye 
writing by Marcelo Teixeira 
Editing by Leslie Adler) 
(( marcelo.teixeira@tr.com ; +55 11 5644 7707; 
Reuters Messaging: 
marcelo.teixeira.thomsonreuters.com@reuters.net - 
https://twitter.com/tx_marcelo )) 
(c) Copyright Thomson Reuters 2019. 
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Colombia 

Fitch Says Colombia Fiscal Framework 

Assumptions Are Optimistic  

01-Jul-2019  
July 1 (Reuters) - Fitch Ratings: 
Fitch says Colombia fiscal framework 
assumptions are optimistic. 

Fitch says Colombia's MTFF relies on one-off 
privatization/asset sales and uncertain 
administrative measures to boost revenues. 

Fitch says risks to achieving challenging 
Colombia's fiscal deficit targets and to stabilizing 
debt dynamics remain. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

Fitch Says IMF Review A Positive 

Signal For Ecuador  

03-Jul-2019  

July 3 (Reuters) - Fitch: 
Fitch says IMF review a positive signal for 
Ecuador. 

Fitch says IMF's first review of its extended fund 

facility for Ecuador is a generally positive signal 
that the program is on track. 
Fitch - Ecuador's economic plan has significant 
reforms that have not yet been implemented, 

that will bring additional economic, political 
challenges. 
Fitch says IMF's review of its eff for Ecuador is 
also signal that disbursements from multilateral 
financial institutions, including IMF, will 
continue. 
Fitch says any fiscal adjustment from Ecuador 

may weigh on already anemic economic growth. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico looking at issuing its first 

Panda bond  

28-Jun-2019 23:48:27  
By Dave Graham 
MEXICO CITY, June 28 (Reuters) - Mexico is 

analyzing whether to issue its first Panda 
bond, or debt denominated in Chinese yuan, 
though such a step to broaden the country's 
investor base would not take place before 
next year, a senior finance ministry official 
said on Friday. 

Speaking a day after Mexico's government gave 
details of its latest Samurai bond - debt 
denominated in Japanese yen - Gabriel Yorio, 

head of the finance ministry's public debt office, 

said Mexico was mulling more foreign currency 

issuance. 

"There are ideas like the Panda, ideas like 
whether we should return to Swiss francs," he 
told Reuters in an interview. 
In recent months, an increasing number of 
countries have issued Panda bonds that target 
mainland Chinese investors. Yorio said yuan-
denominated debt "could be the next big 

market." 

"I would think that if we did something like that, 
it could maybe be next year," he added, noting 
that Mexico's government still needed time to 
consider a number of factors. 
Mexican Foreign Minister Marcelo Ebrard is due 
to visit China next week. 
If Mexico did pursue the Panda option, it would 

not be planning to make the bond placement a 
one-off, Yorio noted. 
He said Mexico is also giving "serious" 
consideration to issuing Green bonds, aimed at 
funding environmentally-friendly projects. That 
would likely take place next year at the earliest, 

the official said. 
The Green bonds could be tranches in a bigger 
placement, Yorio said, giving the example of the 
Samurai bond this week, which was issued in 
offerings of varying maturities. 
"(It could be) half Green, the other half 
conventional," he said, saying a sum of around 

$500 million might be a volume Mexico would 
consider for Green issuance. 

The administration of leftist President Andres 
Manuel Lopez Obrador has vowed to keep a tight 
rein on the federal budget, but earlier this 
month Mexico suffered a downgrade to its 
sovereign credit rating from ratings agency 

Fitch. 
Mexican state oil company Petroleos Mexicanos 
(Pemex) is saddled with financial debt of some 
$106 billion, and rating agencies and other 
institutions have repeatedly flagged their 
concerns about the sustainability of the firm's 

finances. 
Yorio acknowledged that Pemex's situation was 
weighing on investor sentiment, but said that he 
had noted more concern about U.S. President 

Donald Trump's threat to impose tariffs on 
Mexican exports to the United States. 
 
(Reporting by Dave Graham; editing by Frank Jack 
Daniel and Rosalba O'Brien) 
(( dave.graham@thomsonreuters.com ; +52-1-55-
5282-7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Panama 

Fitch Says New Panama Gov't Promises 

Continuity Amid Fiscal Challenges  

01-Jul-2019  
July 1 (Reuters) -  
Fitch says new Panama gov't promises 
continuity amid fiscal challenges. 
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Fitch - Panama's new administration likely to 

maintain broad economic policy continuity, 

prioritizing constitutional reform to strengthen 
institutions. 
Fitch - New Panama government to face fiscal 
challenges amid weakening tax collections, 
reported accumulation of arrears, pledges to 
increase social spending. 

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

Venezuela 

Venezuela opposition pledges equal 

treatment for creditors in possible 

restructuring  

03-Jul-2019  

CARACAS, July 3 (Reuters) - Venezuelan 

opposition leader Juan Guaido's economic 

advisors have proposed treating most 
creditors equally in a possible debt 
restructuring should the coalition oust 
President Nicolas Maduro from power, 
according to a document published on 
Wednesday.  

The South American country has debts worth 
around $200 billion to a diverse group of 
bondholders, commercial suppliers to state-

owned firms with unpaid accounts receivable, 
and companies whose Venezuelan assets were 
expropriated.  
It is currently experiencing its worst economic 
crisis in history, marked by hyperinflation as well 
as chronic food and medicine shortages. The 
government has defaulted on most of its debt, 

but creditors are reluctant to negotiate a 
restructuring due to U.S. sanctions intended to 
force Maduro from power.  
The promise of "equal treatment" is intended 
to discourage creditors from filing lawsuits 
against Venezuela or state-owned oil 
company PDVSA in U.S. courts in order to 
accelerate payment, according to the 
document written by Guaido's lawyers 

released by the opposition-controlled National 
Assembly.  

"We will not give any preferential treatment in 
the renegotiation to those claims that have been 
the object of a judicial decision," the document 
reads. "As a result, the authorities request all 
parties to abstain from initiating judicial 
actions." 

The move comes more than five months after 
Guaido, a lawmaker who leads the Assembly, 
invoked Venezuela's constitution to assume an 
interim presidency, arguing Maduro's May 2018 
re-election was illegitimate. He has been 
recognized by dozens of countries, including the 

United States.  
Nevertheless, Maduro retains control of state 
functions and the backing of key allies including 
Russia and China. He calls Guaido a U.S.-backed 
puppet seeking to oust his socialist government 

in a coup.  

There would be several exceptions to the 

opposition's promise of equal treatment, 
according to the document. They would include 
bilateral loans from Russia and China, debt deals 
subject to corruption investigations, and debt 
subject to disputes in international arbitration 
tribunals.  

 
(Reporting by Corina Pons and Mayela Armas; 
Writing by Luc Cohen;  
Editing by Sandra Maler) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 
 
 

Congo Republic 

IMF board to consider Congo Republic 

bailout on July 11  

04-Jul-2019  
JOHANNESBURG, July 4 (Reuters) - The 

International Monetary Fund's (IMF) 
executive board will weigh a long-delayed 
bailout plan for Congo Republic on July 11, 
according to a calendar published on its 

website on Thursday. 

Negotiations for an IMF programme have 
dragged on since 2017, with the executive board 
demanding the central African oil producer 
ensure the sustainability of its debt, most of 
which is owed to China and oil traders.  
At the end of its most recent mission to Congo in 

May, an IMF team said it would recommend the 
board approve a three-year credit facility after 
the government reached an agreement to 
restructure a portion of its debt to China. 
However, advisers to Congo's government 
warned in a letter to the prime minister obtained 
by Reuters that there was a "major risk" the 

board would reject the proposed bailout. 

 
(Reporting by Joe Bavier; Editing by Toby Chopra) 
(( joe.bavier@thomsonreuters.com ; +27 664877766; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Egypt current account deficit nearly 

doubles in Jan-March  

04-Jul-2019  
• Shortfall jumps to $3.75 bln from 
$1.93 bln 

• Trade deficit expands to $10.5 bln 
from $9.3 bln 
• Net FDI falls to $1.81 bln from $2.26 
bln 
Recasts with figures for third quarter, adds 
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analyst comment 

By Yousef Saba 

CAIRO, July 4 (Reuters) - Egypt's current 

account deficit nearly doubled to $3.75 billion 
in the third quarter of the 2018/19 fiscal year, 
largely due to a rise in non-oil imports and an 
oil trade deficit, central bank data showed on 
Thursday. 

The current account deficit was $1.93 billion in 
the same quarter, January to March, a year 

earlier. Egypt's fiscal year begins on July 1. 
Allen Sandeep, head research at Naeem 
Brokerage, said the surge in the current account 
deficit was due to a widening of both non-oil 
imports and the oil trade deficit. 
"Local industries need to take off in order to 
manufacture local substitutes instead of 

imports," he said. "And for that to happen, non-
oil FDI and local private sector investments have 
to pick up in the years ahead." 
The trade deficit widened to $10.5 billion from 
$9.26 billion a year prior, Reuters calculations 
based on central bank data showed. Net foreign 
direct investments (FDI) narrowed to $1.81 

billion from $2.26 billion a year prior. 
The January to March 2019 FDI figure was 
mainly driven by investments in the oil and gas 
sector, which edged up to $1.4 billion from $1.3 
billion. 
Egypt's economy has struggled to lure back 
foreign investors and tourists since a 2011 

uprising drove them away. In late 2016, it 
signed a $12 billion deal with the 
International Monetary Fund to boost growth. 
The three-year agreement is set to end later 
this summer. 

"At this stage, FDI should have been growing 
faster," said Angus Blair, chairman of business 
and economic forecasting think-tank Signet. 
Activity in Egypt's non-oil private sector 

contracted in June for the second consecutive 
month, though at a slower pace than in May, the 
Emirates NBD Egypt Purchasing Managers' Index 
(PMI) for the non-oil private sector showed on 
Wednesday. 
It strengthened to 49.2 in June from 48.2 the 
prior month, remaining below the 50 mark that 

separates growth from contraction. 
"The PMI survey indicates that the private sector 
is still being buffeted by the headwinds of 
increased costs, and potential foreign investors, 
while very interested in Egypt, have yet to jump 
in and invest," Blair said. 

Egypt's travel revenues, one of its main sources 
of foreign currency, rose to $2.6 billion in the 
third quarter of the 2018/19 fiscal year from 
$2.27 billion a year prior. The figure, however, 
was lower quarter-on-quarter, as travel 
revenues were $2.86 billion in October to 
December 2018. 

Blair expected tourism to continue to improve, 
as new flights to Egypt are added, particularly 

from Europe. 
Remittances from Egyptians abroad, another key 
source of hard currency, slipped to $6.17 billion 
from $6.46 billion in the same period last year. 
Foreign portfolio investments inflows rose to 

$6.94 billion from $6.91 billion. 

The overall balance of payments surplus 

tumbled to $1.42 billion from $5.38 billion in the 
same quarter a year prior. 
 
(Reporting by Yousef Saba, Nadine Awadalla, Aidan 
Lewis and Eman Kharoshah; Editing by Toby Chopra, 
Patrick Werr/Mark Heinrich) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Egypt net foreign reserves rise slightly 

to $44.352 bln at end-June  

04-Jul-2019  
CAIRO, July 4 (Reuters) - Egypt's net foreign 

reserves inched up to $44.352 billion at the 
end of June from $44.275 billion in May, the 

central bank said on Thursday. 

Foreign reserves stood at $44.259 billion at the 
end of June 2018, central bank data showed. 
 
(Reporting by Alaa Swilam; Writing by Yousef Saba; 
Editing by Hugh Lawson) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mozambique 

Mozambique committed to 

international law after 'tuna bond' 

ruling  

03-Jul-2019  
LISBON, July 3 (Reuters) - Mozambique's 

president said on Wednesday he was 
committed to respecting international law on 
debt, after the country's top court ruled that a 
government-guaranteed $850 million 
Eurobond issued by the state-run tuna-fishing 
company Ematum in 2013 was illegal. 

"In Mozambique we respect the law," 
Mozambican president Filipe Nyusi told reporters 
in Portugal's capital Lisbon. "In this case we also 
have to respect international laws because a 

country is placed in the world and it's not an 
island." 
Nyusi said the government is trying to find the 

best solution after the court ruling and "will deal 
with this problem", without specifying what that 
could entail. 
In 2016, Mozambican officials agreed to swap 
the bond's outstanding $697 million for a 
sovereign Eurobond, issued under English law. A 
lot of borrowing by emerging market 

governments and firms is subject to English or 
American law, allowing investors to enforce 
claims in either of those jurisdictions. 
Last month, Mozambique's top court declared 

"the nullity of the acts inherent to the loan 
contracted by Ematum SA, and the respective 

sovereign guarantee granted by the government 
in 2013, with all legal consequences". 
The $850 million Eurobond was labelled the 
"tuna bond" as it was supposed to finance a tuna 
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fishing fleet and had been presented to investors 

as funding for "fishing infrastructure" although 

much of the cash was later designated for 
maritime security and reallocated to the defence 
budget. 
The court at the time also ruled that "no 
expenditure can be assumed, ordered or carried 
out without being duly registered in the budget 

of the approved state... which was not the 
case." 
Civil society advocates and creditors have been 
at odds if the ruling by Mozambique's top court 
would have any impact on the government's 
current efforts to restructure its debts. 

"We will never abandon the problem because to 
give up is to escape responsibility," the 
president added. "Our country cannot be a failed 

state."  
 
(Reporting by Catarina Demony in Lisbon and Karin 
Strohecker in London; Editing by Andrei Khalip) 
(( catarina.demony@thomsonreuters.com ; 
00351213509216; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tunisia 

Fitch Rates Tunisia's Forthcoming EUR 

Notes 'B+(EXP)'  

01-Jul-2019  
Fitch Ratings-Hong Kong-July 01: Fitch 
Ratings has assigned Tunisia's forthcoming 
euro-denominated notes an expected rating of 
'B+(EXP)'. 

The assignment of a final rating is contingent on 
the receipt of final documents conforming to 
information already received. 

Tunisia intends to use the proceeds from the 
bonds for general budgetary purposes. 
KEY RATING DRIVERS 
The expected 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 notes' rating is sensitive to changes in 
Tunisia's Long-Term Foreign-Currency IDR. 
On 27 June, Fitch affirmed Tunisia's Long-Term 
Foreign- and Local-Currency IDRs at 'B+' with a 
Negative Outlook. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 

GLOBAL 
 

Bond returns may overshadow equities 

Income  

04-Jul-2019  
The stunning returns from government bonds 
over the past year aren't over yet and the 
asset class is now on course to overtake 
equities through the remainder of the year. 

Bond yields are already at record lows in many 

developed government bond markets as fear 
over trade wars linger and central banks show 
every sign of relaxing monetary policy to 
support growth in the face of trade tensions. 
The yield on the Australian 10-year government 
bond touched 1.290 per cent on Thursday, 

threatening last week's record low of 1.278 per 
cent. The US government 10-year bond yield 
traded at 1.949 per cent. 

US government 10-year bonds returned 10.1 per 
cent over the past year, while Australian 10-year 
government bonds have returned 13.5 per cent 
over one year, according to Pendal Group. 

Pendal's head of bond, income and defensive 
strategies, Vimal Gor, said there are a few 
factors behind the enthusiasm for bonds. 
"Global growth is slowing," he said, "we are 
in the midst of a global growth slowdown and 
world trade is slowing as well. Central banks 
are moving to re-engage with easing. The Fed 
was most vocal about their pivot." 

Mr Gor sees US interest rates at zero, potentially 

some time next year, and sees Australian 
interest rates falling as low as 0.5 per cent from 

their current level of 1 per cent. 
"We expect them to go down," he said. "Central 
banks are either talking about rate cuts or doing 
rate cuts." 
Nomura's Australian interest rate strategist, 

Andrew Ticehurst, said central banks were trying 
to battle low inflation with lower interest rates 
and at the same time were becoming more 
aggressive and accommodative on policy amid 
increased anxiety about global growth. 
"The Reserve Bank of Australia has delivered 

back-to-back rate cuts and globally we are 
seeing central banks become more aggressive," 
said Mr Ticehurst. Nomura is forecasting two 

cuts from the US Federal Reserve this year: one 
in July and one in December. 
"There's uncertainty about the trade outlook. 
Government bond yields are low and going 
lower, at least until we get some clarity over 

the Federal Reserve easing cycle," said Bank 
of America Merrill Lynch's Australian interest 
rate strategist, Tony Morriss. 

The BAML house view is that the Federal 
Reserve will cut in September but Mr Morriss 
said markets "think there is a good chance they 
will go in July" depending on the outcome of 
Friday's US jobs report. 

He pointed out that even though some central 
banks had already eased monetary policy and 

others were expected to soften policy, inflation 
expectations, as reflected in break-even rates, 
continued to move lower. 
Some of that move is likely related to what the 
strategist expects will be a relatively muted 

policy easing cycle, he said, as currency conflict 

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 

  24 

looms. US President Donald Trump on Tuesday 

accused China and Europe of currency 

manipulation, tweeting that they are playing a 
"big currency manipulation game". 
As it is, currency movements are already limiting 
the transmission mechanism of lower interest 
rates to the wider economy, Mr Morriss said. 
Lower interest rates historically translate into 

lower currencies but the effect can diminish if 
several central banks are lowering rates, or even 
are expected to lower rates, at the same time. 
While it was not unexpected bond yields were 
tracking interest rate expectations lower, 
stranger was that stockmarkets were surging 

and credit spreads collapsing at the same time. 
"Investors are reaching for yield and they are 
going down the credit curve in that search," said 

Mr Ticehurst of Nomura. That was a function of 
current central bank policy designed to 
encourage investors to put money to work in 
financial assets and real assets, he said. 

"That situation does create potential risk. It links 
to the question about financial stability and 
asset classes." 
BAML chief economist Ethan Harris said he could 
see potential for "mild disappointment" in the US 
bond market if the Fed changed its interest rate 
policy but was not as aggressive as the market 

expected. 
Some New York bond trading desks feel the Fed 
will take no chance that it disappoints markets 
and will cut at least as much as the market 

expects. "That psychology tends to cause 
market expectations of the Fed to rise," he said. 

"I think that view is exaggerated." 
  
Copyright © 2019 Fairfax Information and Learning 
Company; All Rights Reserved. 
©Thomson Reuters 2019. All rights reserved. 
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Emerging Markets-Caution prevails 

ahead of U.S. jobs data; India budget 

in focus  

05-Jul-2019  
• EM stocks eye sixth straight week of 
gains 
• Indian rupee firms, stocks fall after 
govt unveils budget 
• U.S. jobs report awaited for hints on 
rate path  

By Sruthi Shankar 

July 5 (Reuters) - Emerging markets edged 

lower on Friday as caution prevailed ahead of 
U.S. jobs data which could offer clues on 
interest rate prospects, while Indian stocks 
tumbled after the government unveiled its 
first budget since winning a second term. 

The rupee erased early losses and firmed at 
68.43 per dollar, but main S&P BSE Sensex and 
the Nifty 50 indices lost about 0.8% after 

Finance Minister Nirmala Sitharaman presented 
the budget aimed at boosting infrastructure in 
several sectors. 

Shares of Indian jewellers were among major 

losers after India raised import duties on gold 

and other precious metals to 12.5% from 10%. 
Trading was cautious as investors assessed 
details of the government's spending plans, any 
proposals for tax cuts and whether it will raise 
its fiscal deficit target. 
"This budget is a mixed bag with a significant 

increase in taxation for the wealthy. Also, the 
increase in excise duty for petrol and diesel will 
stoke inflation," said Abhimanyu Sofat, head of 
research at IIFL Securities Ltd in Mumbai. 
"On the positive side, reducing stake in PSUs 
(Public Sector Undertakings) and borrowing 

money in overseas markets is a good move." 
The broader NSE index climbed to a record high 
in early June, but since has succumbed to selling 

pressure on concerns over sluggish domestic 
consumption, rising bad bank loans and rich 
valuations. 
Among other currencies, the Turkish lira 

weakened, but was on course to cap its best 
week since early May. Worries of potential U.S. 
sanctions on Turkey returned after local 
broadcaster Haberturk said the first of the 
Russian S-400 defence systems that Ankara has 
purchased will be loaded on to cargo planes on 
Sunday and arrive next week. 

Washington has said U.S. sanctions would be 
triggered when the missile batteries arrive in 
Turkey. 
EYES ON JOBS REPORT  
The South African rand dipped even as its 
central bank data showed net foreign reserves 
rose to $43.940 billion in June from $43.178 
billion in May. 

Developing world currencies have had a strong 
run in the first half of 2019 on growing signals 
that central banks including the U.S. Federal 
Reserve will resort to rate cuts to stir growth 
amid a global slowdown. 
Investors are awaiting the U.S. jobs report, due 
later in the day, which could deflate or fuel those 

expectations. 
"(The jobs report) is the elephant in the room, 
waiting to see if the U.S. economy is actually 
going to contract like the markets have 

expected, forcing the Fed to cut rates," said 
Monex Europe FX analyst Simon Harvey. 
"It has such significance because it decides 

where the U.S. dollar and fixed income markets 
are headed and if the funding currency is 
cheaper then it could boost emerging markets."  
The MSCI index of emerging stocks though 
trading slightly lower on the day, was on course 
to post a sixth straight week of gains, helped by 

hopes of looser monetary policy and a 
temporary trade truce between the United 
States and China. 
But in signs that the long-drawn, unresolved 
trade war is taking a hit on corporate profit, 

South Korea's tech giant Samsung Electronics 
Co Ltd forecast a steep plunge in its second-

quarter operating profit, hitting shares of 
chipmakers around the world.  
 
(Reporting by Sruthi Shankar and Krishna V Kurupin in 
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Bengaluru; 
Editing by Andrew Cawthorne) 
(( sruthi.shankar@thomsonreuters.com ; within U.S. 
+1 646 223 8780; outside U.S. +91 80 6749 6328; 
Reuters Messaging: 

sruthi.shankar.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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