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ASIA 
 

Bahrain 

Bahrain promised $10 bln of support 

from Gulf neighbours  

04-Oct-2018  
•Bahrain aims to eliminate budget deficit by 
2022 
•Saudi Arabia, Kuwait and UAE pledge $10 bln 
of support 
•Support to be made via long-term, interest-
free loan -source  

By Davide Barbuscia 

DUBAI, Oct 4 (Reuters) - Saudi Arabia, Kuwait 

and the United Arab Emirates have agreed to 
give Bahrain $10 billion to support the 
country's funding requirements as it embarks 
on a fiscal programme aimed at eliminating its 
budget deficit by 2022. 

Bahrain’s finances have been hit hard by a 
slump in oil prices in 2014 and the help from its 
neighbours is needed to prevent Bahrain’s rising 

public debt from triggering a financial crisis. 
It also makes sense economically and politically 
for the three wealthy Gulf states, which are 
diplomatic allies of Bahrain. Any collapse of 

Bahrain’s currency or a potential credit crunch 
could undermine confidence throughout the 
region. 
A package of reforms announced by the 
Bahrain government on Thursday are aimed at 
delivering 800 million Bahraini dinars ($2.12 
billion) in annual savings and eliminate its 
budget deficit by 2022. Manama had projected 
a $3.5 billion budget deficit in 2018. 

The fiscal balance programme combined with the 
financial support agreement from Saudi Arabia, 

the UAE and Kuwait allows for a "swift and 
achievable" progress to continued economic 
growth and prosperity, Shaikh Khaled bin 
Abdulla Al Khalifa, Chairman of the Ministerial 
Committee for Financial Affairs, said in a 

statement. 
The programme includes reforms aimed at 
reducing public expenditure and inefficient 
spending while also simplifying government 
processes and increasing non-oil revenue. 
The $10 billion financial support from Bahrain’s 
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neighbours will be delivered through a long-

term, interest-free loan, a source familiar with 
the agreement said. The financing will be 
provided gradually and according to an agreed 

schedule, the source added. 
Saudi Arabia, connected to Bahrain on its 
eastern coast by a causeway, has for years 
provided political and economic support to its 

Sunni-ruled neighbour. Sunni Muslim Saudi 
Arabia and the UAE sent security forces to 
protect the government in Manama from a 
Shi'ite-led uprising in 2011.  
Bahrain’s fiscal programme also comes ahead of 
a November election, the second since 2011, 

when protesters took to the streets demanding 
more democracy.  
The country has increasingly relied on 
international debt issues over the past few 
years but had to cancel a conventional bond 
sale in March as investors demanded higher 
returns, raising doubts over Bahrain’s ability 
to continue to access the international 
markets. 

The $10 billion loan will not be sufficient to cover 

Bahrain’s funding needs until it balances its 
budget, but it will help the country to continue 
to raise external financing, said the source 
familiar with the agreement. 
The Bahraini dinar touched 17-year lows this 
year and the cost of insuring Bahrain’s sovereign 
debt against default hit record highs in June 

before the country's three rich Gulf neighbours 
reassured financial markets by announcing they 
were in talks about a major aid package that 
would be linked to the kingdom's progress in 
reforming its finances. 
Bankers and officials in the Gulf previously told 

Reuters that Bahrain has been discussing for 
more than a year the possibility of obtaining 

such aid from Saudi Arabia and other Gulf 
Cooperation Council countries. 
The small size of the Bahraini economy makes it 
relatively easy for its wealthier neighbours to 
bail it out, protecting their own economies from 

the risk of contagion. 
On Thursday Saudi Arabia, Kuwait and the 
United Arab Emirates also provided a $2.5 billion 
aid package to Jordan to help it to implement 
austerity measures that had sparked massive 
protests in June. 
The help was pledged at the time of the protests 

because conservative Gulf states feared that 
instability in U.S. ally Jordan, which has long 
backed their foreign policy positions, could have 
repercussions for their own security. 
 
($1 = 0.3768 Bahraini dinars) 
(Editing by David Goodman) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

China 

China sees stable growth in external 

debt in Q2  

29-Sep-2018  
BEIJING, Sept. 29 (Xinhua) - China's external 

debt continued to grow in the second quarter 
of 2018 with improved structure, said the 
State Administration of Foreign Exchange 
(SAFE) Friday. 

The outstanding external debt totaled about 
1.87 trillion U.S. dollars at the end of June, up 

1.5 percent from that at the end of March, said 
the SAFE in an online statement. 
The growth was mainly attributed to an increase 
in holdings of China's domestic yuan-
denominated bonds by overseas non-resident 
institutions, the SAFE said. 
Short-term borrowing accounted for 64 

percent of the outstanding external debt, 
while long- and medium-term borrowing 
accounted for the remaining 36 percent, the 
SAFE data showed. 

The structure of external debt has improved. 
Demand for domestic yuan-denominated bonds 
from overseas institutional investors registered 
rapid growth as China opens its domestic bond 
market wider to the world, SAFE said. 
By the end of June this year, overseas 
institutions held 7.28 percent of China's 
treasury bonds, up 2.31 percentage points 
since the beginning of the year, a record high. 

The SAFE said amid the uncertainties in the 
global financial and economic market, China's 
economy remains resilient, which creates 
favorable conditions for cross-border capital flow 

to remain basically balanced. It pledged to 
continue efforts in preventing financial risks 
while better serving China's real economy.  
 
Copyright (c) 2018 Xinhua News Agency 
 
 

China to auction 4.5 bln yuan offshore 

sovereign bonds on Oct 10  

03-Oct-2018  
Oct 3 (Reuters) - China's Ministry Of Finance 

will auction 4.5 billion yuan ($655.21 million) 
worth of renminbi sovereign bonds in Hong 
Kong on Oct. 10, the Hong Kong Monetary 

Authority said on Wednesday. 

The ministry will sell 3 billion yuan of 2020 
bonds at a coupon of 3.65 pct and 1.5 billion 

yuan of 2023 bonds at 3.80 pct coupon, 
according to an HKMA news release. 
The two tranches will be consolidated and form a 
single series with the offshore yuan bonds issued 

at the same coupon by the ministry in July, said 
HKMA. 
 
($1 = 6.8680 Chinese yuan renminbi) 
(Reporting by Noah Sin; Editing by Kim Coghill) 
(( Noah.Sin@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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China preps rare $3 bln bond, seeks 

global vote of confidence amid trade 

war  

04-Oct-2018  

By Noah Sin 
HONG KONG, Oct 4 (Reuters) - China is testing 

global investors' appetites with plans for a 
rare sovereign bond issue this month even as 
U.S. tariffs threaten to put more pressure on 
its slowing economy. 

The $3 billion deal would be only the third U.S.-
dollar denominated issuance by China in the last 

14 years. It returned to global markets in 
October last year for the first time since 2004. 
The latest bond sale comes at a time when 
China and the United States are locked in a 
bitter trade dispute, with no signs of either 
backing down. 
Two sources with direct knowledge of the deal 

have said China will likely approach investors 
with a five-year, 10-year and 30-year tranche 
next week. An investor conference call is 
scheduled on Oct. 9.  
“Last year, China sold the dollar bond without a 
rating (after getting downgraded by Moody's and 

S&P),” said a credit analyst at a Hong Kong-
based brokerage. 
“This year, again, they are trying to portray that 
the (sovereign) credit is really strong, even with 
the trade dispute going on.”  
Given its rarity, demand for the Chinese debt 
could be as strong as seen last year, 
presuming that the size of each tranche is set 

at $1 billion, said a syndicate banker for Asia 
at an international bank, who is not involved 
in the deal.  

Investors placed orders for more than 10 times 

the amount on offer last year, when China raised 
$2 billion.  
The 30-year tranche, which was not on the table 
in 2017, will be the one to watch, the banker 

said. 
“You could get to a coupon north of 4.5 percent. 
That is very attractive. You will also have a lot of 
Chinese banks participating in the deal.” 
But while the deal is expected to be well 
supported, China may find it harder to repeat 
the tight spread it achieved last year, said the 

credit analyst. 
“The economy is a lot more bearish than last 
year,” he said. 
“It is difficult to see if the spread will deserve to 
be as tight, and whether the credit risk profile 
for sovereign China remains as strong.” 

Investors will likely use the two dollar bonds 
issued by China last October, which carried the 
same tenors, and a 30 year note by the Republic 
of Korea, as comparables, said one of the 
sources with knowledge of the deal. 
The 10-year portion was trading at 3.63 percent 
on Thursday. It was sold at 2.62 percent last 

October. 
The Chinese Ministry of Finance has mandated 
12 banks, including international banks such as 
Deutsche Bank and Goldman Sachs, to 

underwrite this deal. An investor meeting will 

take place on Oct. 9. 
China is also selling 4.5 billion yuan ($655.2 
million) of offshore yuan bonds next week.  

 
($1 = 6.8680 Chinese yuan renminbi) 
(Reporting by Noah Sin; Editing by Kim Coghill) 
(( Noah.Sin@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India pumps in liquidity; bonds see 

profit-taking after initial rally  

01-Oct-2018  

By Swati Bhat 
MUMBAI, Oct 1 (Reuters) - The Indian central 

bank said on Monday it would pump 360 
billion Indian rupees ($4.95 billion) into 
money markets in October, pledging to buy 
back government bonds as part of a bid to 
quell fears of a credit crunch cascading 
through the economy. 

The latest move came after the government on 

Friday announced a borrowing target of a gross 
2.47 trillion rupees ($34.08 billion), with higher-
than-expected earnings from its small savings 
scheme helping to reduce its borrowing needs by 
700 billion rupees. 
In response, Indian bond yields dropped sharply 
to their lowest in more than a month on Monday 

morning, but profit-taking and a falling rupee 
pushed yields higher towards market close. 
The benchmark 10-year bond yield fell as much 
as 12 basis points to 7.90 percent in opening 
deals, its lowest level since Aug. 29. But it 
closed down just 3 basis points at 7.99 percent. 
"Markets are cheering after a long time. The 
cut in borrowing and the (bond buying) open 
market operation have both helped equally," 
said Harish Agarwal, a fixed income trader 
with First Rand Bank in Mumbai. 

"But I fear profit booking will keep it between 
7.95-8.00 percent levels," he added. 
The Reserve Bank of India is widely expected to 
raise interest rates on Friday at the conclusion of 

its two-day monetary policy committee meeting. 
The central bank said its latest steps followed an 
assessment of "durable liquidity" needs and the 
seasonal growth in currency in circulation ahead 
of upcoming holidays in India. 
The auctions would be conducted during the 
second, third and fourth week of October, the 

RBI said. 

The central bank said the sum of 360 billion 
rupee for open market operations was indicative 
and it retained the "flexibility to change it, 
depending on the evolving liquidity and market 
conditions". 
In the currency market, the partially convertible 

rupee was a whisker away from its record low of 
72.99 per dollar touched last month. Having 
touched an intraday low of 72.97, the rupee 
ended at 72.91 per dollar, down 0.5 percent 
from its previous close. 
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The rupee continues to be the worst performing 

Asian currency in 2018 having lost 12.4 percent 
in 2018. 
Global crude oil prices, at their highest since 

November 2014, have been weighing on rupee 
sentiment as the country imports more than 
two-thirds of its oil needs. 
Traders are also watching how the dollar is 

faring against other Asian currencies, and the 
trend in flows in and out of share markets for 
cues. 
 
($1 = 72.7675 Indian rupees) 
(Editing by Simon Cameron-Moore) 
(( euan.rocha@tr.com ; +91 22 6180 7257; Reuters 
Messaging: euan.rocha.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India Bonds Stay Lower As Rupee At 

Record Low, US Yields Surge  

04-Oct-2018  
By Dharam Dhutia 
NewsRise 

MUMBAI (Oct 04) -- Indian government bonds 

stayed lower in afternoon session, as rupee’s 
plunge to another record low amid rising U.S. 
Treasury yields and higher crude oil prices 
bolstered fears of further monetary 
tightening.  
The benchmark 7.17% bond maturing in 2028 
changed hands at 93.49 rupees, yielding 8.18%, 
at 1:00 p.m. in Mumbai, against 93.93 rupees, 

and 8.11% yield, yesterday. The benchmark 
note had hit an intraday low of 93.33 rupees, 
which is also the lowest since Sep. 12.  
“There is not a single positive factor that is 
supporting bonds, and U.S. yields that were 
steady around 3% have suddenly shot up to 
3.20%,” a trader with a state-run bank said. 

“The only respite may come from the monetary 

policy, but chances of any rally after the decision 
are very thin.”  
Indian rupee slumped to another record low 
today, as the dollar index traded at an over six-
week high after upbeat U.S. economic data 
boosted Treasury yields to the highest level 
since 2011. The currency has been the worst 

performing Asian unit so far in 2018, and has 
fallen by nearly 15.50%. It was last trading at 
73.64 to dollar against 73.34 previous close. It 
hit a record low of 73.81 earlier today. The RBI 

is likely to allow the currency to depreciate 
during the year and move towards 75 per 
dollar, as it would reduce imports and 
encourage exports, said Murthy Nagrajan, 

head fixed income, Tata Asset Management. 
This should allow the current account deficit to 
balance over a period of time, he added. U.S. 
Treasury yields reached multi-year peaks, with 
the 10-year note yield touching 3.2140%, 
highest since July 2011, after economic data 
bolstered the case for the Federal Reserve to 

raise interest rates in December. The benchmark 
Brent crude oil price rose nearly 2% yesterday 
and hit a four-year high of $86.74 per barrel, as 
the market focused on upcoming U.S. sanctions 

on Iran. The contract was at $86.14 per barrel. 

India imports 80% of its crude oil needs. India’s 
Monetary Policy Committee -- due to deliver its 
rate decision tomorrow -- is widely expected to 

hike the key policy interest rate by 25 basis 
points to 6.75%, as inflation is expected to 
quicken in the months ahead due to rising crude 
oil prices and a depreciating currency. Some 

analysts see a possibility of a sharper rate hike 
by the MPC tomorrow.  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia eyes "catastrophe bonds" as 

it looks to fund disaster recovery  

04-Oct-2018  

JAKARTA, Oct 4 (Reuters) - Indonesia plans to 

launch a new strategy to fund disaster 
recovery, which could include selling 
"catastrophe bonds", a government official 
said on Thursday, as the country faced up to 
the devastation from a huge earthquake and a 
tsunami. 

The city of Palu and surrounding districts on the 
island of Sulawesi were rocked by the 7.5 

magnitude earthquake last week, killing more 
than 1,400 people and destroying thousands of 
homes, as well as damaging bridges and other 
infrastructure. 
Suahasil Nazara, who heads the fiscal policy 
office at the finance ministry, said the 
strategy would be launched when Indonesia 
hosts the  annual meetings of the 
International Monetary Fund (IMF) and the 

World Bank in Bali later this month. 

"A disaster could come anytime, no one can 
predict, but whenever it occurs, we must have 
the capacity to address it," Nazara told reporters 
on the sidelines of a book launch by the IMF and 
Bank Indonesia. 
The National Disaster Mitigation Agency 

estimated a series of earlier quakes that hit the 
resort island of Lombok in July and August had 
caused damages worth 12 trillion rupiah ($790 
million) and killed nearly 500 people. 
Agency spokesman Sutopo Purwo Nugroho 
estimated the losses would be far greater in 

Sulawesi. 

"The situation in Palu and Donggala makes us 
think harder on how to respond," he said, 
referring to the capital of Central Sulawesi 
Province and a surrounding district. 
Nazara said under the new strategy, starting 
next year, the government would begin to insure 
state assets against a major disaster.  

The central government woulds then create a 
disaster risk financing instrument, which local 
governments can draw upon if their budgets are 
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wiped out because of a natural catastrophe, he 

said.  
The instrument would be managed in "an 
insurance type of process", Nazara said, adding 

that the central government may reinsure the 
risks with either global or local insurance 
players. 
The government could also sell "catastrophe 

bonds", which Nazara describes as a type of 
debt where the issuer pays interest but only 
gets the capital in the event of a disaster. 
However, the strategy may require changes in 
the regulatory framework, including a revision 
to the Treasury Law, which currently only 
allows the government to issue bonds to 
finance its fiscal deficit. 

Nazara said the government plans to change 
some rules to allow the new strategy. 

 
($1 = 15,185.0000 rupiah) 
(Reporting by Gayatri Suroyo Editing by Ed Davies and 
Simon Cameron-Moore) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Official Reserve Assets Are High 

Enough in September 2018  

05-Oct-2018  

Indonesia's official reserve assets at the end 
of September 2018 were quite high at 
USD114.8 billion, although lower than the end 
of August 2018 position which stood at 

USD117.9 billion. The reserve asset position 
was equivalent to financing of 6.5 months of 
imports or 6.3 months of imports and servicing 
of government external debt, well above the 

international standard of reserve adequacy of 3 
months of imports. Bank Indonesia considers the 
official reserve assets position is able to support 
the external sector resilience and maintain 
macroeconomic and financial system 
sustainability.  
The decline in the reserve assets in 
September 2018 was mainly due to 
government external debt repayment and 
rupiah stabilization amidst high global 

financial market uncertainty. Going forward, 
Bank Indonesia considers the official reserve 
assets remain adequate supported by confidence 
in stability and the upbeat outlook for the 
domestic economy as well as positive export 

performance.  
 
 (C) Copyright 2018 - Bank Indonesia 
 
 

Jordan 

Gulf states extend over $1 bln to 

Jordan as part of aid package  

04-Oct-2018  
•Aid package by Gulf states agreed in June 
•$1.1 bln in deposits cushion foreign reserves 

- central bank 
•Aid package cushion's debt ridden economy -

officials 

By Suleiman Al-Khalidi 

AMMAN, Oct 4 (Reuters) - Gulf states have 

deposited over $1 billion in Jordan's central 
bank as part of a $2.5 bln package to shore up 
the kingdom's struggling economy.  

The three states, Saudi Arabia, Kuwait and the 
United Arab Emirates, announced the aid 

package in June after IMF-backed austerity 
measures sparked some of the largest protests 
in Jordan in years. 
As well as the deposits, Saudi Arabia and the 
United Arab Emirates also committed $250 
million each in budget support to Jordan over 
five years, while Kuwait pledged $500 mln in 

project finance over five years.  
Conservative Gulf states feared the protests 
against IMF-backed price increases and 
proposed tax reforms could lead to instability in 

neighbour and staunch U.S. ally Jordan, which 
has long backed their foreign policy positions, 
and could have repercussions on their own 

security. 
Senior officials from all four countries signed 
an agreement in Amman on Thursday on the 
deposit of funds.  
The $1.1 billion in deposits will help cushion 
Jordan's $11 billion in foreign reserves, while 
the direct budget support will ease pressure 
on the government. 

"It will consolidate financial and monetary 

stability and confidence in the Jordanian 
economy and spur growth," Central Bank of 
Jordan governor Ziad Fariz told Reuters.  
"This will bolster the reserves and allow the 
treasury to implement it's projects to provide 
better services with the least burden possible," 

Fariz added. 

Under an IMF austerity plan Jordan must rein in 
budget spending to cut spiralling debt now at 
$37 billion, equivalent to 95 percent of gross 
domestic product. 
The country’s economic growth has been hit in 
the last few years by high unemployment and 
regional conflict weighing on investor sentiment, 

according to the IMF. 
Kuwait was the first to place $500 mln in the 
Central Bank while another $333 million were 
received each on Thursday from Saudi Arabia 
and the United Arab Emirates, a Jordanian 
government source said.  

Last month Jordan's government sent a new tax 
bill to parliament, which it wants to push 

through this year to help it get a clean bill of 
health from the IMF to avoid higher servicing 

costs on over 1 billion dinars ($1.4 billion) of 
foreign debt due in 2019. 
Credit guarantees extended by the Gulf states 
on Thursday would also help Jordan avoid being 
downgraded by credit ratings agencies, officials 

said.  
The UAE alone extended $200 million in 
guarantees to allow Jordan to secure cheaper 
World Bank credit for much-needed 
infrastructure projects. 
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Jordan's key role in providing geopolitical 

stability in the Middle East already makes it one 
of the highest per capita recipients of foreign aid 
in the world, according to figures from USAID, 

the U.S. aid agency. 
The kingdom receives over $1 bln a year from 
the United States, its largest donor, as well as 
aid from Europe and elsewhere. 

 
(Reporting by Suleiman Al-Khalidi; Editing by Toby 
Chopra and Susan Fenton) 
(( suleiman.al-khalidi@thomsonreuters.com ; +962 79 
5521407; Reuters Messaging: suleiman.al-
khalidi.reuters.com@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

Lebanon bond rout ramps up currency 

concerns, pressure for fiscal reform  

01-Oct-2018  
By Lisa Barrington and Karin Strohecker 
LONDON, Oct 1 (IFR) - Lebanon's worst bond 

market shock in a decade has raised doubts 
about whether the country's banks are willing 
and able to continue to bankroll the 
government, raising pressure on Beirut to 
step up reforms or risk a destabilising 
currency crisis. 

In September the cost of insuring Lebanese 
sovereign debt against default soared to its 
highest level since the global financial crisis of 

2008, implying a more than 40 percent chance 
of default in the next five years. Many of the 
government's dollar-denominated bonds hit 
record lows, while yield spreads over U.S. 
Treasury debt scaled historic peaks. 

The panic was triggered partly by a wider selloff 
in global emerging market debt. But when 

Lebanon's international bonds have fallen in the 
past, local banks could typically be relied upon 
to buy up the securities. Not so this time. 
"When foreign entities found out Lebanese banks 
were selling their portfolios heavily, they started 
to dump theirs," said Marwan Mikhael, chief 
economist at BlomInvest Bank in Beirut. 

Anthony Simond at Standard Aberdeen Asset 
Management, pointed to a shift in the bond 
holder structure. 
"In the past, local banks were the marginal 
buyers of the Eurobonds, always. So Lebanon 
used to really outperform in down markets, 

because you always had that bid as a backstop," 
said Simond, a London-based investment 

manager. 
Just over two years ago, Lebanese banks held 
just under $20 billion of the country's 
Eurobonds. By July, those holdings stood at 
just over $16 billion, having fallen to $13 
billion in April while the overall debt burden 
has been rising. 

The waning of local banks as reliable bond 

buyers shifted markets' attention to Lebanon's 
credit quality when pricing its debt, said Simond. 
"And the story isn't great." 

Lebanon suffers from persistent budget and 

current account deficits. Credit ratings agencies 
have classified Lebanon as sub-investment 
grade - or junk - on a par with Egypt or Angola. 

S&P Global Ratings warned in August that debt 
levels would continue to rise from already high 
levels. 
In June, the International Monetary Fund 

sounded the alarm, urging Beirut to make 
"immediate and substantial" fiscal adjustment. 
SHORING UP 
With growth low and traditional sources of 
foreign exchange - tourism, real estate and 
foreign investment - undermined by years of 
regional tension and war in neighbouring 
Syria, Lebanon is now relying more on the 
billions of dollars expatriate Lebanese deposit 

in local banks. 

The central bank has been offering high returns 
to commercial banks depositing dollars, and 
since mid-2016 has conducted a series of 

complex financial operations - including debt 
exchanges with the Ministry of Finance and 
financial swaps with banks - to obtain even more 

dollars, helping it to shore up hard currency 
reserves. 
Yet this has reduced the amount of additional 
hard currency banks can plough into sovereign 
Eurobonds. 
"Do they want to add another $20 million or $50 
million (to their holdings)? Probably not, and 

that makes a huge difference in this market just 
now," said Simond. 
Lebanon has prioritised high FX reserves to 
defend its two-decade old currency peg, which 
came recently under pressure following the 
shock resignation of Prime Minister Saad al-

Hariri in November. 
Since then, central bank foreign assets, 

excluding gold, recovered what they had lost 
defending the pound to hit an all-time high of 
$45 billion at the end of May, before tapering to 
$43 billion by mid-September. 
Over the past few days, the debt market has 

calmed down somewhat. Five-year credit default 
swaps fell back to just over 700 basis points 
from a peak of 803 bps in mid-September, 
though they ended August at 642 bps. 
Yet foreign investors are trying to gauge the 
risks if Lebanese bonds face more weakness, 
which could make it difficult for the 
government to tap markets abroad at 
affordable rates. 

Research from MUFG Bank showed that almost 
half of the government's foreign currency debt is 
due to mature over the next five years. 

"The country's balance sheets are by far the 
worst in the MENA region and, arguably, the 
emerging world," Jason Turvey at Capital 
Economics wrote in a recent note to clients, 

adding that government FX debts amounted to 
50 percent of the country's GDP and a rush to 
the exit by foreign investors could tip the small 
country into a deeper crisis. 
"Sustained capital flight would quickly drain 
foreign exchange reserves and ultimately force 

the authorities to devalue the pound." 
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TOO PESSIMISTIC? 
Many Lebanese economists call that scenario 
too pessimistic, saying only around 11 percent 
of Lebanon's public debt is held by foreign 
investors. 

"Nobody here is saying there are no challenges, 
but there's a big difference between having 
challenges and facing a forced devaluation of the 
pound and heading towards a Greek or Turkish 

scenario," said Nassib Ghobril, chief economist 
at Lebanon's Byblos Bank. 
Yet prospects for solutions to Lebanon's 
underlying problems look distant. Prime Minister 
Saad al-Hariri pledged in April to cut the state 
budget deficit, but fiscal reform cannot happen 
until a government is formed. Politicians have 

been wrangling over that since elections in May. 
Simond said the central bank's financial 
engineering to support foreign reserves had 
succeeded for now, but its reliance on inflows of 
FX deposits from commercial banks meant the 

situation resembled a Ponzi scheme. 
"The central bank has created a system where 

they are paying someone to pay someone else 
to bring money in, and it's working, but 
eventually it may not and that is why they have 
to reform, and very quickly." 
 
(Reporting by Lisa Barrington in Beirut and Karin 
Strohecker in London) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Philippines 

End-September 2018 GIR Level Settles 

at US$75.16 Billion  

05-Oct-2018  
Preliminary data showed that the country's 
gross international reserves (GIR) level as of 
end-September 2018 was lower at US$75.16 
billion from the end-August 2018 GIR of 
US$77.93 billion, Bangko Sentral ng Pilipinas 
(BSP) Officer-in-Charge Diwa C. Guinigundo 

announced today. 1At this level, the GIR 
nonetheless continues to serve as an ample 

external liquidity buffer and is equivalent to 6.8 
months' worth of imports of goods and 
payments of services and primary income. It is 
also equivalent to 5.9 times the country's short-
term external debt based on original maturity 
and 4.2 times based on residual maturity. 2The 

month-on-month decline in the GIR level was 

due mainly to outflows arising from the foreign 
exchange operations of the BSP, payments 
made by the National Government (NG) for its 
maturing foreign exchange obligations, and 
revaluation adjustments on the BSP's gold 
holdings resulting from the decrease in the price 

of gold in the international market. However, the 
decline in the GIR level was partially tempered 
by the NG's net foreign currency deposits.  
Net international reserves (NIR), which refer to 
the difference between the BSP's GIR and total 

short-term liabilities, likewise decreased by 

US$2.77 billion to US$75.15 billion as of end-
September 2018, from the end-August 2018 
level of US$77.92 billion.  

------------  
1 The final data on GIR are released to the public 
every 19th day of the month in the Statistics section of 
the BSP's website under the Special Data 
Dissemination Standard (SDDS). If the 19th day of the 
month falls on a weekend or is a non-working holiday, 
the release date shall be the working day nearest to 
the 19th. 
2 Short-term debt based on residual maturity refers to 
outstanding external debt with original maturity of one 
year or less, plus principal payments on medium- and 
long-term loans of the public and private sectors 
falling due within the next 12 months.  

 
 (C) Copyright 2018 - Central Bank of the Philippines 
 
 

Saudi Arabia 

Saudi Arabia expects $11 bln inflows 

from JP Morgan bond index entry  

29-Sep-2018  
DUBAI, Sept 29 (Reuters) - Saudi Arabia said it 

expects inflows of around $11 billion into the 
country's debt as a result of the inclusion of 
its international bond issues in JP Morgan's 
emerging markets bond indexes. 

Saudi Arabia, together with the United Arab 

Emirates, Qatar, Bahrain and Kuwait, will enter 
JP Morgan's emerging market government bond 
indexes next year, JP Morgan announced last 
week. 
The move is expected to attract a total of around 
$30 billion of new foreign investment into their 
debt. 
The inclusion will be phased in between Jan. 
31 and Sept. 30, 2019. The Saudi debt 
management office expects $11 billion of 
inflows as a result of the entry into the 
indexes, the Saudi ministry of finance said in 
a statement. 

Saudi Arabia's bonds will have a 3.1 percent 
weighting in the JP Morgan indexes. This "will 
add support to the investor base as well as 

improve liquidity levels for the government's 
issues as well the issuances of government-
owned companies," the finance ministry said. 
 
(Reporting by Davide Barbuscia; Editing by Mark 
Potter) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia government sells 4.78 

billion riyals of domestic sukuk  

02-Oct-2018  
DUBAI, Oct 2 (Reuters) - Saudi Arabia's 

government sold 4.78 billion riyals ($1.27 

billion) of local currency Islamic bonds in its 
monthly auction, the finance ministry said on 
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Tuesday.  

The issue was a tap of a previous sukuk issue, 

bringing that issue's total size to 12.245 billion 
riyals: 7.092 billion riyals of five-year paper, 

3.005 billion riyals of seven-year and 2.148 
billion riyals of 10-year. 
 
(Reporting by Andrew Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  

 
 

Sri Lanka 

Sri Lanka surprises, keeps rates steady 

despite pressure on rupee  

02-Oct-2018  
•Central bank says measures taken will ease 
pressure on rupee  
•Growth in remaining quarters will be higher 
than H1 2018  
•Rupee down around 10 pct this year amid 
foreign bond outflows 
•GDP growth picked up in Q2, had hit a 16-yr 
low in 2017 

By Shihar Aneez and Ranga Sirilal 
COLOMBO, Oct 2 (Reuters) - Sri Lanka's central 

bank surprised financial markets on Tuesday 
by leaving its key policy rates unchanged, 
despite heavy pressure on the rupee currency 
and foreign outflows from government 
securities. 

Policymakers have struggled to defend the 
fragile rupee, which fell 4.7 percent last month 

in the face of a strong dollar and outflows from 
emerging markets amid rising U.S. interest 

rates. 
Sri Lanka has already imposed a raft of 
measures to restrict imports with immediate 
effect to try to take pressure off the rupee, 
which is hovering at a record low. 
"These measures are expected to ease the 
excessive demand for foreign currency and 
hence the pressure in the domestic foreign 
exchange market as already observed in the 
stabilising exchange rate," the central bank 
said in its statement. 

The central bank kept the standing lending 
facility rate (SLFR) at 8.50 percent and standing 
deposit facility rate (SDFR) at 7.25 percent. The 

market had expected hikes for both. 
Central Bank Governor Indrajit Coomaraswamy 
said the decision to keep rates steady was taken 
as a raise would not stop foreigners from 

withdrawing their funds or attract new foreign 
investors into government funds.  
Fitch Solutions in a report said it expected the 

central bank to keep its monetary policy stance 
on hold for the rest of 2018 and 2019.  
"We believe that a rate hike is unlikely as the 
central bank will seek to keep interest rates 
accommodative amid still-weak economic growth 
and moderate inflation."  

Sri Lanka's key rates have been unchanged 
since April, when there was a surprise cut in 

SDFR. 

A strengthening dollar since mid-April has 
increased the credit risks in some emerging 
markets, including Sri Lanka, due to currency 

depreciation, ratings agency Moody's said in 
June. 
Sri Lanka has seen net outflows of 72.5 billion 
rupees ($429 million) so far this year through 

Sept. 26 from foreign investors selling 
government bonds, central bank data showed. 
Tuesday's rate announcement comes as some 
investors are worried about a slowing economy 
and increases in fiscal spending ahead of 
presidential elections next year and possible 

provincial council polls early in 2019. 
The International Monetary Fund (IMF) on 
Friday revised down its projection for 2018 Sri 
Lankan economic growth to under 4 percent, 
from June's forecast of 4 percent. 

"I think they (the central bank) are more 
worried about growth. Keeping rates stable may 

not be the best scenario for rupee stability," said 
Danushka Samarasinghe, research head at 

Softlogic Stockbrokers.  
"My worry would be whether it will be too late 
(to raise rates) in the case of U.S. continuing to 
increase rates and global markets interest rates 
continue to rise." 
He said markets are now waiting to see if the 
monetary authority will allow market rates to 

move up despite keeping the policy rates 
unchanged. 
Sri Lanka's economic growth cooled to a 16-
year low of 3.3 percent last year due to tight 
monetary and fiscal conditions, droughts and 
floods.  

But the central bank said economic growth in 
the second half of the year will be better than 

the first six months, based on current 

developments and projections.  
Annual growth in the second quarter was 3.7 
percent. 
Credit growth has been slowing. In August, the 
annual pace was 14.3 percent, compared with 
28.5 percent in July, 2016. 

 
(Reporting by Shihar Aneez and Ranga Sirilal;  
Editing by Kim Coghill and Vyas Mohan) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

United Arab Emirates 

UAE cabinet approves big increase in 

federal budget for 2019  

30-Sep-2018   
By Alexander Cornwell 
DUBAI, Sept 30 (Reuters) - The United Arab 

Emirates cabinet on Sunday approved a big 
increase in the federal budget for next year, in 
a sign that the government aims to spend 
more actively to boost economic growth. 
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The 2019 federal budget of 60.3 billion 
dirhams ($16.4 billion) is 17.3 percent higher 

than the 51.4 billion dirhams approved for 
2018, and is the UAE's largest ever, Prime 
Minister Sheikh Mohammed bin Rashid al-
Maktoum said on Twitter.  

The federal budget accounts for only a small 
fraction of consolidated state spending in the 
UAE; individual emirates such as Abu Dhabi and 
Dubai also have their own budgets. 

Nevertheless, the federal budget is an indication 
of official plans for the economy. The sharp 
spending increase for 2019 compares to a rise of 
just 5.5 percent in the original budget for 2018. 
The federal government may have more room to 
spend because of a sharp rise in oil prices over 
recent month; Brent crude futures are trading at 

over $82 a barrel, a four-year high. 
Of the 2019 budget, 42.3 percent will be spent 
on community development programmes, 17.0 
percent on education and 7.3 percent on health 

care, according to state news agency WAM. 
Sheikh Mohammed also said the cabinet had 
approved a three- year federal budget of 180 

billion dirhams, which would not feature any 
deficit. 
 
(Reporting by Alexander Cornwell and Asma Alsharif; 
Editing by Andrew Torchia) 
(( Alexander.Cornwell@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF lifts UAE growth forecasts on oil, 

state spending  

01-Oct-2018  

By Andrew Torchia 
DUBAI, Oct 1 (Reuters) - The International 

Monetary Fund lifted its forecasts for 
economic growth in the United Arab Emirates 
because of expectations that oil production 

and state spending will rise. 

The Arab world's second biggest economy is now 
likely to expand 2.9 percent this year and 3.7 
percent next year, Natalia Tamirisa, IMF mission 
chief to the country, said late on Sunday. Gross 
domestic product grew 0.8 percent in 2017, 
preliminary UAE data shows. 
In April, the IMF had predicted GDP would 
expand 2.0 percent this year and 3.0 percent 
next year. 

A deal among global producers to cut oil output 
was eased in mid-2018, letting the UAE start 
raising output. Meanwhile, rebounding oil prices 
have given the government more money to 
spend; on Sunday, the UAE cabinet approved a 

17.3 percent rise in the UAE federal budget for 
2019 compared to this year. 
This may compensate for sluggish growth in the 
private sector, which faces rising interest rates 
as U.S. monetary policy tightens and has also 
been hit by slumping property prices. 
"Non-oil activity remains subdued amid 

continued corporate restructuring, real estate 
overhang, and tightening financial conditions," 
Tamirisa said in a statement after annual 
consultations between the IMF and the UAE. 

Last month, S&P cut its credit ratings for two 

Dubai state-owned companies, saying weakness 
in the Dubai economy had reduced the 
government's ability to provide financial support 

to the firms if needed. 
Tamirisa's statement urged the UAE to monitor 
liabilities related to government enterprises 
more closely. Debt problems at Dubai state 

companies in 2009 triggered a financial crisis 
which nearly caused Dubai to default on its 
debt. 

Tamirisa told Reuters, however, that Dubai 
government finances were not at present a 
source of concern.  
The ratio of Dubai's public debt to GDP is 
manageable at 30 percent, not high by 
international standards, and is expected to 

rise only moderately in the next couple of 
years as Dubai prepares to host the Expo 
2020 world's fair, she said. 

Tamirisa also noted Dubai state firms had been 
restructuring and in some cases deleveraging, 

which left them more able to manage risks. "We 
do not expect pressures on Dubai finances." 
Plunging property prices helped to trigger the 

Dubai crisis of 2009, but Tamirisa said current 
UAE property price falls still looked fairly 
moderate from a long-term perspective. 
She noted that since the crisis, authorities had 
taken steps to limit risks to the banking sector 
from property lending, and many measures were 
working well. "Overall, risks are manageable." 

The UAE's consolidated fiscal deficit, including 
individual emirates as well as the federal 
government, is expected to remain stable at 
about 1.6 percent of GDP this year and turn to a 
surplus next year, the IMF said. 
 
(Reporting by Andrew Torchia Editing by Raissa 
Kasolowsky) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Belarus 

Belarus seeks to resume IMF talks on 

new loan  

29-Sep-2018  

By Andrei Makhovsky 

MINSK, Sept 29 (Reuters) - Belarus is seeking 

to resume talks with the International 
Monetary Fund about a new loan in 2020 after 
they were suspended last year, Belarussian 
Finance Minister Maxim Yermolovich told 
Reuters on Saturday. 

Minsk has sought up to $3.5-billion but halted 

discussions after objecting to a faster pace of 
reform of the administration of its state sector. 
Belarus may succeed in resumed talks if it 
accomplishes its five-year programme for 
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development of the state-run economy, due to 

expire in 2020, as well as structural economic 
reforms, according to Yermolovich. 
He also told Reuters that the nation needs to 

repay $3.7 billion worth of external state debt 
next year but does not expect issues with 
repayments. 
"I do not see any problems with debt in 2019. 

There is no need to launch new Eurobonds," he 
said. 
Instead, Minsk expects to receive a $1 billion 
loan from Russia and up to $400 million from 
the Russia-led Eurasian Fund for Stabilization 
and Development to refinance its debt. 

Yermolovich said that Belarus is ready to raise 
funds on the Chinese bond market. Minsk has 
said it might raise up to $300-$400 million from 
the Chinese market. 
 
(Reporting by Andrei Makhovsky; Writing by Denis 
Pinchuk; Editing by Andrew Bolton) 
(( denis.pinchuk@thomsonreuters.com ; 
+74957751242; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bulgaria 

Bulgaria cuts 2018 economic growth 

view to 3.6 pct  

05-Oct-2018  
SOFIA, Oct 5 (Reuters) - Bulgaria has cut its 

2018 economic growth forecast to 3.6 percent 
from 3.9 percent, mainly due to an economic 
slowdown in Europe, where most of the 
Balkan country's exports go, the finance 
ministry said on Friday. 

In its autumn macroeconomic forecast, the 

ministry said it expected domestic demand, 

public spending and investment to lift economic 
growth to 3.7 percent next year. 
"Despite favourable developments concerning 
consumption and investments, the downward 
dynamics of exports led to slower economic 
growth in the first half of the year and a revision 

of expectations for 2018," the ministry said. 
The economy expanded by an annual 3.4 
percent in the first six months, after growing 
by 3.8 percent in 2017. 

The macroeconomic forecast on which the 
ministry will draft its 2019 budget sees EU 
harmonised prices rising 2.7 percent this year 
and 3.0 percent in 2019, mainly due to high 

global oil prices. 
The ministry is yet to present its 2019 budget 

draft, but has already said it plans to increase all 
public salaries by 10 percent in the hopes that 
this will push the private sector to increase pay 
and boost low living standards in the country. 
 
(Reporting by Tsvetelia Tsolova; Editing by Angel 
Krasimirov and John Stonestreet and Jan Harvey) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Bulgaria's BEH raises bond issue to 600 

mln euros  

05-Oct-2018  
SOFIA, Oct 5 (Reuters) - State-controlled 

Bulgarian Energy Holding (BEH) has upped by 
50 million euros ($57.57 million) a 7-year 
Eurobond it issued earlier this year, bringing 
it to 600 million euros, the company said on 
Friday. 

This is the second increase of the notes, which 
have an annual coupon of 3.5 percent, since 
June when it raised 400 million euros. It raised 
additional 150 million euros in July."With this 

second increase BEH has achieved the targeted 
amount of the Eurobond issue and no more tap 
issues are planned," it said in a statement. 
BEH, which pools big state energy assets, will 
list the new bonds on the Irish and Bulgarian 
stock exchanges. 
Part of the proceeds will be used to pay down 

one of its two outstanding Eurobonds, a 500 
million euro, 4.25 percent, 5-year issue.  
Another, 5-year, 550 million euro Eurobond 
with an annual coupon of 4.85 percent is due 
to mature in 2021. 

 
($1 = 0.8686 euros) 
(Reporting by Tsvetelia Tsolova, editing by Louise 
Heavens) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia seen running budget surplus 

over next two years  

01-Oct-2018  

ZAGREB, Oct 1 (Reuters) - Croatia is expected 

to run a general budget surplus over the next 
two years after achieving a similar result last 
year for the first time since it applied 
European Union methodology, a major local 
bank said on Monday. 

"We expect the fiscal consolidation to surpass 
expectations this year again and we see a 
general budget surplus at 0.5 percent of gross 

domestic product. Next year we expect a surplus 
to rise to 1.0 percent of GDP," Addiko bank's 
chief economist Hrvoje Stojic said on Monday. 
Last year Croatia ran a budget surplus of 0.8 
percent of GDP. In the first half of this year a 
surplus amounted to 0.4 percent of GDP. The 

government officially still targets a general 
budget gap for 2018 of 0.5 percent of GDP, but 
Finance Minister Zdravko Maric recently said a 
better outcome was possible. 
Presenting Addiko bank's traditional annual 
macroeconomic forecast, Stojic said that 
positive fiscal trends were likely to push 
Croatia's public debt towards 70 percent of 
GDP at the end of 2019. At the end of last 

year Croatia had a public debt of 78 percent of 
GDP. 
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The Croatian government hopes to enter in 2020 

the ERM-2, an exchange rate mechanism that 
serves as a preparation for the euro zone 
membership. A candidate country must remain 

in ERM-2 for at least two years during which 
time the exchange rate must fluctuate only 
within agreed limits. 
The government wants Croatia to become a euro 

zone member in the next six to seven years. 
Stojic said that Croatia's public debt could fall 
towards 60 percent of GDP by 2022. That debt 
level is one of the major criterion for euro zone 
membership. 
 
(Reporting by Igor Ilic Editing by Richard Balmforth) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czech central government budget will 

be balanced in 2018 

04-Oct-2018  
PRAGUE, Oct 4 (Reuters) - The Czech central 

government budget will be balanced this year, 
Finance Minister Alena Schillerova said, 
tighter than the 50 billion crown ($2.23 
billion) deficit planned. 

Prime Minister Andrej Babis said in September 

he had asked the minister to avoid deficit this 
year as the Czech economy was experiencing 
solid growth. 
"We are heading for a balanced budget at the 
end of this year... I estimate ... a very moderate 
plus there," Schillerova said in an interview on 
Czech state television on Wednesday evening. 

Strong growth, falling unemployment and rising 
wages, along with a steady flow of European 
Union development funds, have helped the state 
post fiscal surpluses in the last two years. 
  
($1 = 22.4290 Czech crowns) 
(Reporting by Robert Muller; editing by John 
Stonestreet) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 

robert.muller.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Estonia 

Fitch Upgrades Estonia To 'AA-' 

Outlook Stable  

05-Oct-2018  
Oct 5 (Reuters) - Fitch Ratings 
Fitch upgrades Estonia to 'AA-'; outlook 
stable. 

Fitch says sound policies have strengthened 
Estonia's economic fundamentals, boosting GDP 

growth and raising income levels. 
Fitch says reforms have increased labour force 
participation and net immigration flows have 

turned positive in Estonia. 

Fitch says reforms in Estonia with move towards 
higher value added economic sectors has 
increased labour productivity, boosted growth 

potential. 
Fitch says despite increase in unit labour costs, 
Estonia has maintained competitiveness. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary 

New record in debt financing  

29-Sep-2018   
The Hungarian Government Debt Management 
Agency has issued one billion euros worth of 
seven-year maturity government bonds at an 
interest rate of 1.25 percent, Minister of 

Finance Mihly Varga announced. The Minister 
highlighted the fact that The bond slow rate of 
interest and the high level of investor interest 

clearly indicates that investors have confidence 
in Hungary. 
Thanks to the correct scheduling of the bonds 
entering the market and the high level of 
investor interest, a higher than expected, 
quadruple level of demand arose, the Minister 
emphasised. As he explained, the fact that the 

lowest ever euro bond issue has occurred just a 
week after the Sargentini Report reveals a lot. It 
is evident, therefore, that the foreign slander 
campaign against Hungary is unsuccessful and is 
based on untruths, since the outstanding level of 
demand has proven that investors are 
continuing to stand on the side of Hungary. 
In addition to the decreasing rate of sovereign 
debt, the stable and rapid growth, the 
increasing wages, the low level of inflation 
and the calculable budget policy are all 
contributing to enabling Hungary to issue 
government bonds at increasingly low interest 

rates year after year. In addition to the fact 
that the extremely low level of interest reduces 
the long-term interest expenditure of the 

national treasury, today’s successful euro bond 
issue further increases our expectations of 
receiving a higher credit rating, Mr. Varga 
declared. 
 
Copyright (c) 2018 Euclid Infotech Pvt Ltd. 
 
 

Hungary has EUR 1.1 bln worth of 

invoices pending with EU  

04-Oct-2018  
BUDAPEST, Oct 4 (Reuters) - Hungary has 

submitted invoices worth about 350 billion 

forints (1.08 billion euros) to the European 
Union for projects financed from EU funds, 
Finance Minister Mihaly Varga said on 
Thursday, adding there was no reason for 
Brussels to withhold the funds. 

Hungary has mostly pre-financed EU-funded 
projects this year, boosting the budget deficit 
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above the full-year target by the end of August. 

A European Commission source said last month 
that a dispute between Hungary and Brussels 
over alleged irregularities on some EU-funded 

projects may not be settled this year which 
could delay payments from the EU. 
Local media has reported that funds worth up to 
500 billion forints may be at risk. 
Hungary, one of the top recipients of EU cash, 
received about 150 billion forints worth of 
fresh funds last week and could receive 
further payments by the end of the year, 
Varga told reporters on the sidelines of a 
business conference. 

"The EU will transfer a substantial amount, not 
all of the money. We are working on this, there 
is no reason for the EU to withhold the funds," 

Varga said in response to a question. He 
declined to estimate the amount of money 
Hungary could receive. 
"We have told them to transfer the full amount. 

There are invoices worth about 350 billion forints 
pending which we think could be refunded 
already. They are now being examined as part of 

a regular screening procedure," Varga said. 
The 350 billion forints represents just a small 
part of spending related to EU projects so far 
this year. 
According Finance Ministry data, in the first eight 
months the cash-flow deficit widened to 1.646 

trillion forints, exceeding the full-year target of 
1.361 trillion in the 2018 budget. 
By the end of August budget spending related to 
EU projects totalled 1.388 trillion forints, while 
reimbursements were only 183 billion forints, 
the Finance Ministry said last month. 
 
(Reporting by Gergely Szakacs) 
(( gergely.szakacs@reuters.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Poland 

Poland's reserve assets in September 

2018   

05-Oct-2018  
NBP data: At the end of September 2018, 

Poland's official reserve assets, managed by 
Narodowy Bank Polski, stood at EUR 97.1bn, 
or USD 112.9bn in US dollar terms.  

On 5 October 2018, Narodowy Bank Polski 

released the monthly data on the country's 
official reserve asset holdings. According to the 
release, these holdings expressed in euro terms 
amounted to EUR 97.1bn at the end of 
September 2018, and were on the same level as 
at the end of August. The stock of official 

reserves as expressed in US dollars decreased - 
by USD 0.4bn to USD 112.9bn.  
In managing foreign exchange reserves, 
Narodowy Bank Polski - while striving to 
maximize the return on the assets - gives 

priority to their safe investment and the 

requisite level of liquidity. NBP invests the 
reserves in typical instruments used by central 
banks. The bulk of the reserves is invested in 

Treasury securities and certain amounts are held 
as securities issued by international institutions 
and government agencies. A fraction of the 
reserves is maintained in the form of term 

deposits at banks with a high credit standing 
and in gold.  
 
(C) Copyright 2018 - National Bank of Poland 
 
 

Romania 

Romania to issue 4.7 bln lei (1 bln 

euro) of domestic debt in Oct  

01-Oct-2018  
BUCHAREST (Romania), October 1 (SeeNews) - 
Romania's finance ministry plans to auction 
4.7 billion lei ($1.17 billion/1 billion euro) 
worth of government securities in October, 
including 495 million lei in non-competitive 
offers, it said on Monday. 

The finance ministry plans seven auctions of 
government securities with residual maturities 
ranging from two years to 13 years and an 
auction for one-year Treasury bills, it said in a 

monthly debt issuance calendar. 
The ministry planned to auction 3.9 billion lei 
worth of government securities in September 
but overshot its target, raising 4.17 billion lei. 
Since the beginning of 2018, the finance 
ministry has sold roughly 29 billion lei and has 

raised 2 billion euro on international markets 
from the sale of 2028 and 2030 Eurobonds, as 

well as $1.2 billion of 2048 dollar bonds. 
 
(1 euro=4.6430 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russia dollar bonds tumble after U.S. 

condemns OPCW hacking attack  

04-Oct-2018  

LONDON, Oct 4 (Reuters) - Russia's dollar-

denominated sovereign bonds tumbled on 
Thursday after U.S. Defense Secretary Jim 
Mattis said Moscow must be held accountable 
for its attempts to hack the Organization for 
the Prohibition of Chemical Weapons (OPCW).  
The 2047 issue fell 2.2 cents to trade at 93.348 
cents, its steepest daily loss since April, 
according to Tradeweb data.  

Earlier, Britain and the Netherlands accused 
Russia of running a global campaign of cyber-
attacks to undermine Western democracies, 
including what the Dutch government described 
as an attempt to hack into the U.N. chemical 
weapons watchdog. 
Russia has denied the accusations. 
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(Reporting by Karin Strohecker; editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Serbia 

IMF raises Serbia's 2018 growth 

forecast to 4.2 pct  

04-Oct-2018  
BELGRADE, Oct 4 (Reuters) - The International 

Monetary Fund on Thursday raised Serbia's 
2018 growth forecast to 4.2 percent from the 
3.5 percent it had forecast previously, citing 
the country's "dramatic" economic 

improvement.  
Serbia, the largest of the six ex-Yugoslav 

republics, has seen its economy start to recover 
in the past three years after years of decline due 
to wars and isolation in the 1990s, followed by 
the 2008 global financial crisis.  
"Strong macroeconomic performance continues. 

Growth accelerated in 2018 supported by private 
consumption and strong investment and 
exports," James Roaf, the head of the Fund's 
mission told a news conference after a two-week 
visit to Belgrade.  
The IMF expects Serbia's economy to grow 3.5 
percent in 2019.  

The Washington-based lender also reviewed a 
30-month non-financial, advisory and monitoring 
arrangement (PCI) agreed with Serbia in June, 
which is tailored for countries that do not need 
financial support. Serbia needs the arrangement 
to bolster investor confidence.  

Roaf said the mission and the Serbian 

government had also agreed a 2019 fiscal deficit 
target of 0.5 percent of gross domestic product 
(GDP). According to Finance Ministry data, 
Serbia currently maintains a 0.6 percent budget 
surplus. 
The public debt of the European Union 
applicant country is expected to shrink to 

around 55 percent of GDP by the end of 2018, 
from around 70 percent at the beginning of 
2015 when Belgrade and the IMF agreed a 1.2 
billion euro loan deal.  

The arrangement expired in February without 
Serbia drawing funds from it. 
"In the last few years, Serbia had a huge, 
dramatic improvement ... and experienced an 
increase of growth," Roaf said.  

Due to the improvement in the economy, the 
government will from November abolish pension 
cuts introduced in 2014 and raise payments by 
between 8 percent and 13.2 percent. 
Serbia's headline inflation increased to 2.6 
percent in August but is expected to stay inside 

the central bank's target of 3 percent, give or 
take 1.5 percentage points, in 2018 and 2019. 
Serbia's Finance Minister Sinisa Mali said the 
government plans to ease some of the tax 
burden on labour, make phased increases in 

public sector wages and use 208 billion dinars 

(1.76 billion euros) for capital investments in 
2019.  
Roaf warned Serbia must complete its structural 

reforms, dispose of remaining state-run firms 
and improve its resiliency to global risks.  
 
(1 euro = 118.3707 Serbian dinars) 
(Reporting by Aleksandar Vasovic and Ivana Sekularac 

Editing by Raissa Kasolowsky and Kirsten Donovan) 
(( ivana.sekularac@thomsonreuters.com ; +381 11 30 
44 930; Reuters Messaging: 
ivana.sekularac.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovakia 

Slovak finance ministry plans budget 

with faster deficit reduction  

04-Oct-2018  
PRAGUE, Oct 4 (Reuters) - Slovakia plans for a 

2019 budget deficit of 0.1 percent of gross 
domestic product and aims to balance its 
public finances in 2020, according to budget 
draft posted on the finance ministry's 
website. 

The budget deficit reduction, down from an 
estimated gap of 0.6 percent of GDP this year, is 
faster than an earlier approved budget outlook. 
The government is due to approve the budget 
next week before sending it to lawmakers.  
 
(Reporting by Jason Hovet Editing by Matthew Mpoke 
Bigg) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 

476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Moody's Says Latin American 

Governments' Exposure To Tighter 

Global Funding Conditions Dependent 

On Debt Structure  

01-Oct-2018  
Oct 1 (Reuters) - Moody's: 
Moody's says Latin American governments' 
exposure to tighter global funding conditions 
dependent on debt structure. 

Moody's says fiscal strength of Latin American 

governments has deteriorated over past decade 
as debt ratios have risen amid weaker economic 
growth. 
Moody's says before taking into account 
mitigating factors, Argentina, Dominican 
Republic, Honduras, Paraguay among most 
exposed to credit risks related to foreign-

currency debt. 
Moody's says before taking into account 
mitigating factors, Brazil, Chile among least 
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exposed to credit risks related to foreign-

currency debt. 
Moody's says tighter global financing conditions 
increase credit risks associated with foreign-

currency debt, dependence on nonresident 
investors in Latin American sovereigns. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 

 
 

Argentina 

Argentina nears new currency swap 

deal with China  

30-Sep-2018   
BUENOS AIRES, Sept 30 (Reuters) - Argentina 

has "nearly closed" a new currency swap deal 
with China that will add the equivalent of $9 
billion to the South American country's 
reserves, the central bank said on Sunday. 

Argentina and China first agreed to a swap 

program in 2009 to boost the South American 
country's dwindling reserves under former 
President Cristina Fernandez. Last year, the 
center-right government of President Mauricio 
Macri and China agreed to extend the program 
for three more years. 
The $9 billion expansion of the swap program 

was first reported by local newspaper La Nacion. 
"A $9 billion expansion of the 'swap' with China 
is practically closed," Guido Sandleris was 
quoted saying in an interview with La Nacion 
published on Sunday. 
A spokesman for the central bank confirmed 
the accuracy of Sandleris' quotes in La Nacion. 
The amount under negotiation is higher than 

the $4 billion reported by local media in 
August. 

Sandleris was named Argentina's new central 
bank chief on Tuesday after his predecessor 
unexpectedly resigned in the middle of 
negotiations with the International Monetary 
Funds on a more than $50 billion stand-by loan. 
The shake-up comes as Argentina's central bank 

has struggled to contain a more than 50 percent 
slide in the peso and inflation set to rise 40 
percent this year. 
On Friday, the peso depreciated 3.87 percent to 
41.25/41.3 per dollar and the country's risk level 
as estimated by JP Morgan  rose 29 points. 

Sandleris said it would likely take a "couple 
weeks" for the bank's new rules on market 
intervention to contain volatility. 
"Whenever a new program is implemented 

there's a period of transition and adaptation by 
the market, until it gets used to the new rules 
and signals given by the central bank," Sandleris 

said in La Nacion. 
As part of an additional $7.1 billion in 
financing from the IMF announced on 
Wednesday, the central bank has agreed not 
intervene in the local spot market unless the 
peso veers outside of a target band of 
between 34 and 44 pesos per dollar.  

"It's a rule we're going to respect," Sandleris 

said in the interview. 
The bank is aiming to eliminate growth in the 
country's monetary base through June of next 
year, Sandleris said. The monetary base has 
been growing by about 2 percent per month. 

"Inflation is going to start to come down in 
coming months. Not in September...maybe not 
in October either," Sandleris said, adding that 
the bank's plan should yield results after that. 

 
(Reporting By Maximilian Heath, Writing By Mitra Taj; 
editing by Diane Craft) 
(( mitra.taj@thomsonreuters.com ; +51 (1) 277-
9550; Reuters Messaging: 
mitra.taj.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018 
 
 

Argentina's austere 2019 budget faces 

congressional pushback  

03-Oct-2018  

BUENOS AIRES, Oct 3 (Reuters) - Opposition 

Peronist lawmakers in Argentina's lower 
house of Congress pushed back against 
President Mauricio Macri's 2019 budget on 
Wednesday, questioning his fiscal targets and 
spending cuts as the country tries to climb out 
of another recession. 

Lacking a majority in either congressional 

chamber, lawmakers say Macri's center-right 
Cambiemos party may need to re-negotiate its 
austere budget proposal, which relies on 
increased taxes and cuts to government and 
social spending to balance the fiscal deficit next 
year and reduce its financing needs. 
Macri's budget was drafted weeks before the 

government finalized a revised standby 
financing deal with the International 
Monetary Fund. The new agreement upped 
the country's credit line to $57 billion from 
$50 billion to curb investor fears about the 
country's ability to service its international 
debts in 2019.  

"The 'zero deficit' is a lie," said Representative 
Graciela Camaño, head of center-left Peronist 
party's Frente Renovador, who added that 

Cambiemos should revise the budget and bring 
another proposal to the table. 
Peronism, long a dominant force in Argentine 
politics, includes followers of former leftist 
President Cristina Fernandez and other members 
of the movement inspired by populist General 

Juan Peron in the 1940s. 
Representative Jose Luis Gioja, affiliated with 
the traditional Peronist Judicialist Party, called 
the budget plan "outdated," questioning 

government estimates of the peso's exchange 
rate next year. 
Macri's 2019 budget is based on a peso valued 

at an average of 40.1 per U.S. dollar in 2019. As 
part of the revised IMF program, the central 
bank announced last week it would allow the 
exchange rate to float freely between 34 and 44 
pesos per dollar without intervention. 
The currency has lost around 50 percent of its 
value against the dollar this year. 

Macri's chief of staff Marcos Peña dismissed the 
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criticism, calling on senators to ratify the 

budget, saying it "has the right values and 
moves the country toward fiscal balance." 
With investors demanding the government stand 

by its budget-cutting program, some economists 
have warned that bitter fiscal medicine called for 
by the IMF might prove worse than the recession 
and high inflation that are already ailing 

Argentina. 
 
(Reporting by Gabriel Burin, writing by Scott Squires; 
Editing by Tom Brown) 
(( Scott.Squires@thomsonreuters.com )( +54 11 
45102591) (Reuters Messaging: 
scott.squires.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF deal will not shield Argentine peso 

from further losses  

04-Oct-2018  

By Bruno Federowski 
BRASILIA, Oct 4 (Reuters) - The Argentine 

peso will weaken even further in the coming 
months as skepticism over the government's 
ability to tame inflation and plug a budget 

deficit limit the impact of a deal with the 
International Monetary Fund (IMF), a Reuters 
poll showed. 

The peso is likely to plummet about 19 percent 
to 47 to the dollar in 12 months, according to 
the median of 13 forecasts from currency 
strategists and economists. 
That is a sharp change from last month's poll, 

which predicted the peso would strengthen to 
34.135 in a year, underscoring how the intensity 
of the recent sell-off caught market observers by 
surprise.  
All seven forecasters who participated in the 

previous survey revised their most recent 
estimates to show a weaker peso. 

This was by far the largest revision among 
strategists polled by Reuters about six Latin 
American currencies.  
The Mexican peso, which has also been volatile 
during talks to renew the North American Free 
Trade Agreement, is set to strengthen to 18.835 

in a year, just a hair away from the 18.77 
predicted in August's survey. 
By comparison, Goldman Sachs slashed its 
outlook for the Argentine currency by over 25 
percent, and in a client note acknowledged 
"significant risks given uncertainty around the 
fallout from the difficult macro adjustment 

ahead, along with the associated political and 
social costs." 
The poll results highlight how Argentina's 
financing deal with the IMF may at most 
cushion the currency but will not solve the 
profound macroeconomic imbalances driving 
it lower. 

The peso is down more than 50 percent this year 
and is one of the world's worst-performing 

currencies as investor optimism has soured over 
President Mauricio Macri's plan of gradual 
adjustments. 
Argentina is struggling to break free from the 

cyclical financial crises that have hit the country 

every decade over the past 60 years. 
The currency crisis drove policymakers to 
negotiate a $57 billion agreement with the IMF, 

including sharper spending cuts and tax hikes 
aimed at lowering the country's primary fiscal 
deficit. 
It also introduced a trading band for the peso 

starting at 34 to 44 per U.S. dollar and then 
gradually expanding until the end of the year. It 
would trigger central bank intervention if the 
peso moves outside the range. 
The poll showed the peso at 40.1 in a month and 
41 in three months, suggesting it will most likely 

stay with those boundaries. 
Seven of 10 strategists said the agreement 
will be only "partially successful" in reducing 
peso volatility. Two said it will be "very 
successful" and one said "unsuccessful." 

That seems to fall in line with traders' 
expectations, with the peso weakening 

immediately after the deal's announcement and 
maintaining a trend seen with similar IMF 

agreements in recent years. 
In a report, Goldman Sachs strategists said the 
peso is likely to test the upper limit of the 
trading band in the short term but then partially 
settle back into it as the nation's current account 
adjusts to the weaker currency. 
The central bank, which has spent almost $16 

billion in reserves to prop up the peso so far 
this year, has agreed with the IMF not to 
intervene in the foreign exchange market as 
long as the peso remains within the range. 

The forecasts underscore how local political 
pressures are magnifying the effect of an 
emerging market sell-off in Latin American 
assets, driven by higher interest rates in 

developed economies and trade tensions 

centered on the United States. 
 
(Reporting by Bruno Federowski; Additional reporting 
by Hernan Nessi in Buenos Aires and Nelson 
Bocanegra in Bogotá; Writing by Bruno Federowski; 
Editing by Jeffrey Benkoe) 
(( Bruno.Federowski@thomsonreuters.com ; +55 61 
3426 7015; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina peso gains as short-term 

interest rates climb  

05-Oct-2018  
By Jorge Otaola and Walter Bianchi 
BUENOS AIRES, Oct 5 (Reuters) - Argentina's 

peso ended the week stronger while interest 

rates on short-term central bank notes crept 
higher, sopping up pesos in the foreign 
exchange market that might otherwise have 
scrambled toward safe-haven U.S. dollars. 

Argentina's central bank sold 104.831 billion 
pesos ($2.77 billion) in high-interest, seven-day 
notes known as 'Leliq' at average interest rates 
of 73.314 percent. 
The peso closed 1.32 percent higher on Friday at 

37.9 per dollar, ending the week up 8.97 
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percent, traders said. 

While the high Leliq rates have calmed the 
volatile currency, economists have voiced 
concerns over the long-term sustainability of the 

strategy.  
Argentina's central bank has said it would keep 
interest rates above 60 percent until December 
in a bid to combat rising inflation, which is 

expected to surpass 44 percent in 2018, 
according to the most recent central bank poll. 
This week's gains come after a revised standby 
financing agreement with the International 
Monetary Fund announced last week upped the 
country's credit line to $57 billion from $50 

billion. 
Turning to the IMF for support was a 
politically sensitive move for market-friendly 
President Mauricio Macri, who is up for re-
election next year. Many voters blame the 
Fund for the country's 2002 economic crisis, 
which pushed millions of middle-class 

Argentines into poverty. With high interest 
rates choking off credit, the economy is 
expected to keep shrinking next year. 

In the United States, Federal Reserve 
policymakers have signaled support for gradual 
interest rate hikes that would likely reroute 
investment from Argentina and other fragile 
emerging market economies. The peso has lost 
around half its value against the dollar in 2018. 

 
(Reporting by Walter Bianchi and Jorge Otaola  Writing 
by Scott Squires and Hugh Bronstein 
Editing by Daniel Flynn and Phil Berlowitz) 
(( Scott.Squires@thomsonreuters.com ; +54 11 
45102591; Reuters Messaging: 
scott.squires.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Barbados 

IMF Executive Board Approves US$290 

million Extended Arrangement Under 

the Extended Fund Facility for 

Barbados  

02-Oct-2018  
October 1, 2018  
•The IMF supported program aims to help 
Barbados: restore debt sustainability, 
strengthen the external position, and improve 
growth prospects.  
•Approval of the program allows for the 
immediate disbursement of about US$49 
million immediately.  
•A comprehensive debt restructuring will 

complement the fiscal consolidation. The 
authorities have identified parameters that 
would provide debt relief without jeopardizing 
financial stability.  

On October 1, 2018, the Executive Board of the 
International Monetary Fund (IMF) approved a 
four-year Extended Arrangement under the 
Extended Fund Facility (EFF) for Barbados for an 

amount equivalent to SDR 208 million (about 
US$290 million, or 220 percent of Barbados's 

quota in the IMF). The Board's decision enables 

the authorities to purchase the equivalent of 
SDR 35 million (or about US$49 million) 
immediately. The remainder will be available 

upon successful completion of seven semiannual 
reviews.  
The EFF-supported program aims to help 
Barbados: restore debt sustainability, 
strengthen the external position, and improve 

growth prospects. Upfront fiscal consolidation, 
meaningful debt restructuring, and structural 
measures to support growth should put debt on 
a clear downward trajectory. The program will 
seek to protect vulnerable groups through 
strengthened social safety nets.  
Following the Executive Board discussion, Mr. 

Mitsuhiro Furusawa, Deputy Managing Director 
and Acting Chair, said:  
'The Barbadian authorities have developed a 
homegrown economic program to address 
longstanding challenges, which will be supported 

under the IMF's Extended Fund Facility. Over the 

last decade, Barbados's economy has 
experienced low growth, while fiscal and 
external imbalances have gradually widened to 
reach an unsustainable situation, with very high 
debt and very low reserves. The authorities' 
reform program seeks to address these 
challenges with a combination of front-loaded 

fiscal consolidation, measures to boost growth, 
and debt restructuring, while protecting social 
spending.  
'Fiscal consolidation is key to the adjustment 
effort. The authorities aim to increase the 
primary surplus to 6 percent of GDP in 
FY2019/20 and maintain it at that level for 

several years thereafter. Reducing transfers to 

state-owned enterprises will be key in reaching 
the primary surplus targets. The program aims 

to reduce these transfers with a combination of 
much stronger oversight of state-owned 
enterprises, improved reporting, cost reduction, 
revenue enhancement, and mergers and 
divestment. A planned comprehensive review of 

tax policies is expected to lead to improvements 
in the tax system. The adoption of a fiscal rule 
and reforms in public financial management will 
help sustain the fiscal reform effort.  
'A comprehensive debt restructuring will 
complement the fiscal consolidation. The 
authorities have identified parameters that 

would provide debt relief without jeopardizing 
financial stability, and an exchange offer for 
domestic debt (Barbados dollar-denominated) to 
private creditors was launched on September 7, 
2018. The proposed debt restructuring 

includes features, including a natural disaster 
clause, that are expected to help the 

authorities stay current on their future debt 
obligations. It is important to continue good 
faith negotiations with domestic and external 
creditors.  

'Bold structural reforms are needed to improve 
Barbados's growth potential and 
competitiveness. There is significant room for 
improvement in key business facilitation 
processes, including speeding up the process for 
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providing construction permits and faster 

clearing of goods through customs.  
Adequate social spending and an improved 
safety net are key priorities for the program. 

Targeted reforms, to be pursued in close 
collaboration with development partners, aim at 
improving the efficiency and effectiveness of 
social spending.'  
Recent Developments  
A new government that took office in May 
2018 has inherited a precarious economic 
situation. Over the last decade, Barbados' 
economy has experienced very low growth, 
and fiscal and external imbalances have 
gradually led to an unsustainable situation, 
with very high debt, and very low reserves. 
Public debt has increased to 157 percent of GDP, 
while international reserves dropped to 5-6 

weeks of import coverage.  
Although the fiscal deficit has decreased over 
the last few years, it remains large, at about 4 

percent of GDP in FY2017/18. In 2017 and early 
2018, the economy slowed owing to measure 
taken by the previous government to tighten the 
fiscal stance and uncertainty about the road 

ahead, with the Central Bank of Barbados (CBB) 
reporting a contraction of 0.6 percent in the first 
half of 2018 (over the same period last year).  
The new government announced a 
comprehensive debt restructuring, including 
commercial external debt and treasury bills, 

on June 1, 2018. Significant progress has been 

made in discussions with domestic and external 
creditors, and an exchange offer for domestic 
debt (Barbados dollar-denominated) was 
launched on September 7, 2018.  
Program Summary  

Key element of the authorities' homegrown 
economic reform program are:  

(i) upfront fiscal adjustment: the authorities aim 

to increase the primary surplus by 2½ percent of 
GDP to reach 6 percent of GDP in 2019/20 and 
maintain it at that level for several years 
thereafter, while protecting vulnerable groups 
through strengthened social safety nets. 
Adjustment measures include reduced transfers 

to state-owned enterprises, higher taxes on 
tourism, and increased personal income tax and 
corporate income tax rate rates. The fiscal 
adjustment effort will be supported by the 
adoption of a fiscal rule, and Public Financial 
Management (PFM) reforms.  
(ii) reform of state-owned enterprises (SOEs). At 

7½ percent of GDP, transfers from the central 
government to state-owned enterprises are very 
high, and a major contributor to fiscal risks. The 

program aims to reduce transfers by about 2 
percentage points of GDP, by a combination of 
much stronger oversight of SOEs, supported by 
improved reporting; cost reduction, including 

reduction of the wage bill; revenue 
enhancement, including an increase in user fees; 
and mergers and divestment.  
(iii) structural reforms to support growth. The 
program seeks to address weaknesses in the 
business climate, including slow processes for 

obtaining construction permits, getting 

electricity, and registering property, and will 

include financial and labor market liberalization 
policies.  
 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Colombia 

Colombia leads way in more active 

Latin American primary market  

03-Oct-2018  
By Paul Kilby 

NEW YORK, Oct 3 (IFR) - The prospects for 

Latin American primary issuance suddenly 
looked brighter on Wednesday as three new 
potential borrowers hit the tape against an 
improving backdrop for the region. 

Colombia (Baa2/BBB-/BBB) is leading the way 

with a new benchmark US dollar 10-year bond 
and a subsequent tap of its 2045s, while Peru 

(A3/A-/A-)is readying roadshows for dollar and 
local currency bonds next week. 
Cable & Wireless, a mobile and sub-sea network 
provider in Latin American and the Caribbean, is 
also readying pricing on US$500m eight-year 
non-call offer which is being talked at . 
All three entities are taking advantage of better 

conditions to attend to refinancing and liability 
management needs.  
Along with the bond issue, Colombia has 
launched a cash tender and switch for its 
7.375% 2019, setting a purchase price of 
102.125. There are US$2bn outstanding of 
2019s.  

Bankers had been waiting for sovereigns to step 
forward and set the agenda in a market that has 

barely seen any deals since the beginning of the 
summer.  
The last sovereign to raise dollars was the 
Dominican Republic in mid-July, while Colombia 
hasn't been in the dollar market since August 
2017, when it issued a 3.875% 2027 at 
Treasuries plus 155bp. 

If price progression on Colombia's deal is any 
indication of market tone, the buyside is ready 
to dip its toes into the primaries. 
Not only has the sovereign tightened talk from 
165bp area to 140bp-145bp on the 10-year, but 
it also added a tap of its 5% 2045 later in the 

morning.  
Should leads land the deal at 140bp, Colombia 
would be coming just 5bp over what one bank 
considered fair value after looking at the existing 

2027s, which have been trading at a G-spread of 
125bp. 
"They should be able to walk pricing back," he 

said. "It is a low beta sovereign that has traded 
well and investors have cash."  
Price guidance on the tap of the 2045 is US 
Treasuries plus 190bp area (+/5bp) against a G-
spread of around 182bp, according to Thomson 
Reuters data. 
A steady rise in crude prices since August and 

the inauguration of a new market friendly 
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president in the oil exporting country has 

certainly helped sentiment.  
But the new president faces challenges on 
several fronts in a tougher environment for 

emerging markets.  
Late last year, S&P downgraded Colombia to 
BBB- from BBB, and Moody's changed it outlook 
on its Baa2 rating to negative in February.  

Moody's warned this month that the polarized 
political environment may make it difficult for 
the new administration to pass important fiscal 
measures.  
 
(Reporting By Paul Kilby Editing by Jack Doran ) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Nicaragua 

Fitch Says Nicaragua External Liquidity 

Tightening To Pressure Rating  

04-Oct-2018  
Fitch says Nicaragua external liquidity 
tightening to pressure rating. 

Fitch says rising external liquidity pressures, 
weakening economic performance linked to civil 
tensions, economic disruption will continue to 
elevate risks to Nicaragua's financial stability. 

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

Peru 

Republic of Peru plans investor 

meetings this Friday  

03-Oct-2018  
By Mike Gambale 
NEW YORK, Oct 3 (IFR) - The Republic of Peru 

rated A3/A-/A- (local currency) and 

A3/BBB+/BBB+ (foreign currency) by 
Moody’s, S&P, and Fitch (stable by all three 
agencies), has mandated J.P Morgan, Morgan 
Stanley, Santander and Scotiabank to arrange 
a series of fixed-income investor meetings in 
the US and Europe commencing on Friday 
October 5th.  
A benchmark-sized PEN-denominated Euro 
clearable bond offering under Rule 144 A / Reg 
S, and an SEC-Registered USD-denominated 

bond offering, both with intermediate to long 
maturities, together with a Liability Management 
exercise are expected to follow subject to 
market conditions. Relevant stabilisation 
regulation including FCA/ICMA will apply. 

 
(Reporting by Mike Gambale) 
(( michael.gambale@thomsonreuters.com ; 646 223 
7372; Reuters Messaging: 
michael.gambale.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Uruguay 

Fitch Affirms Uruguay At 'BBB-'; 

Revises Outlook To Negative  

05-Oct-2018  
To Oct 5 (Reuters) - Fitch Ratings Inc : 
Fitch affirms Uruguay at 'BBB-'; revises 
outlook to negative. 

Fitch says revised outlook for Uruguay's long-
term, foreign-currency issuer default rating to 
negative from stable. 

Fitch on Uruguay says expects economy to 
remain broadly resilient to economic turbulence 
in region. 
 
 (c) Copyright Thomson Reuters 2018 
 

AFRICA 
 

Egypt 

Egypt sells 904 mln Egyptian pounds of 

T-bonds after cancelled auctions  

01-Oct-2018  
CAIRO, Oct 1 (Reuters) - Egypt sold 904 million 

Egyptian pounds ($50.6 million) worth of 
three- and seven-year treasury bonds on 
Monday after cancelling sales for four 
successive weeks, the central bank said. 

The three-year bonds carried an average yield of 
18.432 percent while the seven-year bonds 

carried an average yield of 18.431 percent, bank 
data showed. 

The bank sold 750 million pounds of three-year 
bonds, the same amount it was seeking. It sold 
153 million pounds of seven-year bonds, well 
under the 500 million pounds worth it had 
sought. 
Demand for local currency bonds has declined 
and yields have risen since currency crises in 
Argentina and Turkey scared foreign investors 
away from emerging markets. 

Egypt's central bank has been reluctant to lock 
itself into long term maturities at high yields. 
 
($1 = 17.8600 Egyptian pounds) 
(Reporting by Aidan Lewis and Patrick Werr; editing by 
Louise Heavens) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Egypt could approach JPMorgan to join 

EM bond index  

02-Oct-2018  

CPI FINANCIAL 
Egypt is planning to approach JPMorgan 
Chase & Co. for inclusion in its emerging-
market bond indexes to boost inflows from 
overseas institutional investors into its 
domestic debt market, three people familiar 
with the matter said. 

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 

  20 

While the government has yet to approach 

JPMorgan, it's taking steps to ensure its debt is 
eligible for inclusion over the next year, said the 
people, who declined to be named as the 

information isn't public. JPMorgan declined to 
comment. Finance ministry officials did not 
immediately respond to requests for comment. 
The plan comes after foreign demand for 

Egyptian pound-denominated debt waned 

amid a sell-off in risky assets. More than $6 
billion flowed out of local treasury bonds and 
bills in the three months from the end of April as 
volatility swept across emerging markets. 
Falling demand for Egyptian domestic bonds has 
spurred an increase in yields, adding to debt 

servicing costs just as the country is seeking to 
curtail its deficit. Egypt has cancelled all four 
Treasury bond auctions this month after 
investors demanded higher yields than it was 
willing to pay. The government is hoping that 
inclusion in the JPMorgan index will encourage 

passive inflows and help ease the debt servicing 

burden, the people said. 
Finance Minister Mohamed Maait said in an 
interview earlier this month that the 
government was in talks with Belgium-based 
Euroclear to settle its domestic debt 

transactions. Investors currently have to go 
through local banks to clear transactions in 
treasury bills and bonds. The people said 

ensuring cross-border domestic debt purchases 
could be cleared efficiently would also help 
facilitate Egypt's inclusion in the index. 
Saudi Arabia and four other Gulf countries will 
become eligible for inclusion in JPMorgan's 
emerging-market bonds indexes from the end of 
January, potentially attracting billions of dollars 

in passive inflows. 
 
Copyright (c) 2018 Sourced by MIST all rights 
reserved 
 
 

Ivory Coast 

Fitch Affirms Cote d'Ivoire at 'B+'; 

Outlook Stable   

05-Oct-2018  
Fitch Ratings-Hong Kong-October 05: Fitch 

Ratings has affirmed Cote d'Ivoire's Long-

Term Foreign-Currency Issuer Default Rating 
(IDR) at 'B+'. The Outlook is Stable. 

KEY RATING DRIVERS 
Cote d'Ivoire's IDRs are supported by strong 
economic growth and low inflation while fiscal 

and external metrics are generally in line with 
historic medians for 'B' rated sovereigns. This is 
balanced against low governance and 

development indicators, two debt defaults since 
1999, elevated GDP volatility relative to rating 
peers and high dependence on agricultural 
commodities. The affirmation and Stable Outlook 
take into consideration favourable prospects for 
growth and the government's strong 
commitment to fiscal reforms and consolidation 

targets. They also reflect persistent social and 

political risks, some uncertainty surrounding the 

transition to a private sector-led growth model 
and relatively low tax revenue collection. 
Cote d'Ivoire is currently experiencing one of 
the longest expansion cycles of its recent 
history and its GDP growth has outperformed 

'B' rated peers since 2012. Fitch expects GDP 
will expand at a brisk albeit moderating pace, 
with an average growth of 7% per year in 2018-

2020, almost double the current 'B' median of 
3.6%. Fitch expects economic growth to 
decelerate to 7.3% in 2018 from 7.8% in 2017 
as the rebound following a decade-long civil 
conflict tapers off, the fiscal impulse turns 
negative for the first time in four years and 
cocoa production stabilises following a bumper 

harvest last year. 
Over the forecast period, economic activity will 
be driven by domestic demand underpinned by 
strong investment in the energy and transport 
infrastructure under the 2016-2020 National 

Development Plan (PND), mostly through public-

private partnerships (PPP), employment gains 
and sustained urbanisation. Fitch expects the 
execution of the PND will not jeopardise 
macroeconomic stability despite target 
investments equivalent to 128% of the 2017 
GDP. This reflects the authorities' commitment 
to prudent policies illustrated by the country's 

satisfactory performance under the 2016-2019 
arrangement with the IMF. Fitch expects 
subdued inflation of 1.8% in 2018 and 2% in 
2019, partly reflecting membership the West 
African Economic and Monetary Union. 
The general government (GG) deficit widened 
to 4.2% of GDP in 2017 from 4% in 2016 
overshooting the initial budget target of 

3.7%. This was as a result of pay-outs to 
mutineers within the army, the collapse in cocoa 

prices and incomplete adjustment of domestic 
fuel prices following the rebound in oil prices. 
The authorities target a narrowing of the budget 
gap to 3.75% of GDP in 2018 and further to 3% 
in 2019. They aim to contain operational 

spending and reduce the wage bill by replacing 
only one in two retiring civil servants, except in 
the education and health sectors. They also 
foresee an increase in tax revenues as they are 
streamlining collection procedures, improving 
tax coverage of the informal sector and closing 

tax loopholes. 
Fitch forecasts the GG deficit will narrow to 3% 
of GDP in 2019, but foresees the composition of 
the consolidation to be less favourable than 
assumed by the government. The agency 
forecasts a slower rise in tax revenues/GDP 

owing to deep-rooted challenges to collections 

and expects the authorities will offset the 
shortfall in revenues by under-executing capital 
spending, which also reflects limited absorption 
capacity. Fitch expects a moderate fiscal 
slippage ahead of the upcoming presidential 
election, causing the GG deficit to widen to 3.2% 
of GDP in 2020. 
GG debt will peak at 44.5% of GDP in 2018, 
still well below the current 'B' category 
median of 64.5%, and gradually decline 

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 

  21 

thereafter, under Fitch's forecasts. Tight 

regional liquidity conditions have led Cote 
d'Ivoire to increase its recourse to international 
markets. 
Recent Eurobond issuances have lengthened 
the debt maturity profile but have led to an 
uptick in the share of foreign-currency debt in 
total debt, which the agency expects will be 

58% in 2018, up from 47% in 2015. It will also 

result in a rise in the interest/revenues ratio 
from 7.6% in 2015 to 9% in 2018 - against a 
current 'B' median of 11% - and further to 12% 
in 2020. The sovereign's exposure to exchange-
rate risk is mitigated by the recent hedging of 
the bulk of the service for the outstanding US 
dollar-denominated Eurobonds until 2022. 

The government has achieved progress in 
addressing the financial weaknesses of state-
owned enterprises (SOEs) in the banking, 
transport and energy sectors through a blend of 
asset sales and restructurings. SOE debt is 

moderate, at 4.2% of GDP, according to the 
IMF. Government-guaranteed SOE debt of 0.2% 

of GDP will rise as a result of an upcoming loan 
equivalent to 1.5% of GDP by the national 
refinery SIR to finance its restructuring, and a 
loan of 1.1% of GDP by CIE-Energy to clear 
arrears to independent power producers. 
Additional contingent liabilities for the sovereign 
arise from the expanding portfolio of PPPs as the 

government aims to execute 98 investment 
projects through such schemes for a total cost of 
54% of GDP. The national PPP steering 

committee has identified several large 
projects, including the third bridge in Abidjan 
and the upcoming metro of Abidjan, that 
entail significant fiscal risks, which are not 
captured in the budget framework. 

The exposure of banks to the cocoa sector raises 

some risks for the sovereign, following the 2017 
collapse in cocoa prices. The default of one big 
operator with debt to domestic banks worth 
0.6% of GDP could lead to a two percentage-
point rise in the ratio of non-performing loans 
from 8.7% of total loans at end-June 2018. The 

banking sector's fundamentals are generally 
weaker than current medians for 'B' rated 
sovereigns, but are expected to improve 
somewhat with the gradual rollout of the Basel 
II/III regulatory framework that started in 
January 2018. Four banks, including one private 
bank, that account for 2% of the sector's assets 

are not in compliance with the minimum 
regulatory threshold of XOF10 billion, according 
to the Banque Centrale des Etats d' Afrique de 
l'Ouest (BCEAO). 

The current-account deficit (CAD) will widen to 
average 3.1% of GDP in 2018-2020 from 1.1% 

over the previous five years. Although exports 
will benefit from expanding capacities in energy, 
light industries and mining and the increased 
diversification of agriculture, the structural trade 
surplus will be eroded by the drop in cocoa 
prices in terms of euros, the rise in oil prices and 
steady growth in import-intensive investment. 

Steady annual FDI inflows of 1.5% of GDP will 
finance half the CAD while the rest of external 

financing needs will be covered through external 

sovereign borrowing, under our forecasts. Cote 
d'Ivoire has a net external creditor position of 
18% of GDP at end-2017, which will be eroded 

by rising external borrowing and a reduction in 
external assets due to efforts by BCEAO to 
increase the repatriation of foreign-currency 
earnings by exporters. 

Fitch expects policy continuity to prevail in the 
run-up to the 2020 presidential election, but 
there is significant uncertainty regarding the 
direction of policy afterwards. Material downside 
risks for the outlook stem from heightened 
political and social tensions given regional 

cleavages and a history of recent civil conflict. 
The breakup of the alliance between the 
president's RDR party and its main coalition 
partner PDCI due to disagreements over a 
possible common candidate for the presidential 
election and a merger into a single party will not 
hinder policy-making, in Fitch's view. The 

government is pressing ahead with the reform of 
the military, which should reduce security risks 
arising from the incomplete integration of former 
rebels within the army. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Cote d'Ivoire a 

score equivalent to a rating of 'B' on the Long-
Term Foreign-Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 

•Macroeconomic performance: +1 notch, to 
reflect high medium-term growth potential, 
preserved macroeconomic stability reflecting 
strong macroeconomic management and 

sustained reform impetus 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

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

are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, trigger positive rating action are: 
•Sustainable improvement in public finances 

with smaller-than-projected government deficits 
placing public debt on a downward trajectory; 

•Stronger external finances with a more 
diversified export base leading to a sustained 
narrowing of the current account deficit; 
•Evidence of receding political and security risks, 
and over the medium term, improvement in 

development and governance indicators. 
The main factors that could, individually or 
collectively, trigger negative rating action are: 
•Deterioration in political stability or aggravation 
of security incidents leading to material fiscal 
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slippages or jeopardising the sovereign's ability 

to honour its commitments; 
•A significant worsening in public debt dynamics 
resulting, for instance, from widening deficits or 

from a materialisation of contingent liabilities on 
the sovereign's balance sheet; 
•A material slowdown of growth resulting from 
external or domestic shocks 

KEY ASSUMPTIONS 
We assume that the monetary arrangement with 
France will continue to support macroeconomic 
stability and the fixed parity of the CFA franc 
with the euro will remain unchanged. 
We expect other commodity prices and global 

economic trends to develop as outlined in Fitch's 
most recent 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 'BBB-' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B+' 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 

www.fitchratings.com 
 
 

Morocco 

S&P Maintains Morocco’s  Sovereign 

Credit Rating At BBB  

05-Oct-2018  
Oct 5 (Reuters) - S&P Global Ratings 
S&P maintains Morocco’s sovereign credit 
rating at BBB-; lowers to negative from stable. 

S&P on morocco says negative outlook reflects 
government's deviation from budgetary 

consolidation plan. 
S&P on morocco says negative outlook also 
reflects projection that budgetary pressures to 
likely persist over coming two years. 
S&P on morocco says affirmed long- and short-
term foreign and local currency sovereign credit 
ratings at 'BBB-/A-3'. 

S&P says ratings on morocco continue to be 
supported by moderate level of government 
debt, manageable current account deficits, 
relatively stable policy . 
 
(c) Copyright Thomson Reuters 2018. 
 
 

Togo 

Togo forecasts 5.1 pct GDP growth in 

2019  

04-Oct-2018  
LOME, Oct 4 (Reuters) - Togo's economic 

growth is expected to rise to 5.1 percent in 
2019 from 4.9 percent this year, the 

government said on Thursday. 

In a statement, the government also said it had 

proposed to parliament a budget for next year of 
1.461 billion CFA franc ($2.60 million), an 11.5 
percent rise over the 2018 budget. 
The tiny West African country has few natural 
resources besides phosphates, a major source of 

foreign exchange, but is trying to turn itself into 
a shipping and transportation hub. 
The capital Lome is home to the headquarters of 
regional airline ASKY, a partner of Ethiopian 
Airlines, and pan-African lender Ecobank.  
 
($1 = 562.9800 CFA francs) 
(Reporting by John Zodzi Writing by Sofia Christensen 

Editing by Aaron Ross and Kirsten Donovan) 
(( Sofia.Christensen@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

IMF calls for further Tunisian interest 

rate rise to curb inflation  

02-Oct-2018  
TUNIS, Oct 2 (Reuters) - The International 

Monetary Fund (IMF) has called for further 
monetary tightening by Tunisia to tackle the 
North African country's record levels of 
inflation. 

Tunisia's inflation rate stabilised at 7.5 percent 

in August, unchanged from July, after hitting 7.8 
percent in June.  
The country's central bank expects the rate will 
be at 7.8 percent this year and fall to 7 percent 
next year. 
In June, the central bank raised its key 
interest rate by 100 basis points to 6.75 

percent, the second hike in three months, to 
tackle inflation which had reached its highest 
level since 1990. 

On Friday, the IMF approved the payment of a 
$247 million loan tranche to Tunisia, the fifth 
under a programme which is tied to economic 
reforms aimed at keeping Tunisia's deficit under 
control. The approval will open the way for 

Tunisia to sell $1 billion worth bonds this month. 
"Further monetary tightening is warranted to 
reduce inflation. The CBT demonstrated its 
commitment to price stability by policy rate 
hikes, but key interest rates remain negative in 
real terms", the IMF said in statement. 
"(The) policy rate should increase further to 

avoid further erosion of the purchasing power of 
the local currency and anchor inflationary 
expectations," it added. 
The rate rises have not been popular in Tunisia, 
where the UTICA business union said they hit 
the competitiveness of companies and impeded 
the investment needed to create jobs.  

The powerful UGTT union said the increase 
deepened Tunisia's economic crisis and further 
worsened its purchasing power. 
Tunisia has been praised as the only democratic 

mailto:Publicdebtnet.dt@tesoro.it
http://www.fitchratings.com/


  

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 

  23 

success among the nations where the "Arab 

Spring" revolts took place in 2011. But 
successive governments have failed to trim its 
fiscal deficit and create economic growth. 

 
(Reporting by Tarek Amara 
Editing by Alexander Smith) 
(( tarek.amara@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia 

Zambia's finance minister to meet IMF 

officials next week  

02-Oct-2018  

LUSAKA, Oct 2 (Reuters) - Zambia's Finance 

Minister Margaret Mwanakatwe said on 
Tuesday she will meet with top International 
Monetary Fund (IMF) officials next week in 
Indonesia as Africa's no.2 copper producer 
tries to address mounting public debt. 

Mwanakatwe, who announced mining tax 
increases in a 2019 budget last week, said she 
was hopeful that an IMF mission traveling to 
Zambia in November would come out with a 

positive outlook on the economy. 
 
(Reporting by Chris Mfula; Editing by Joe Brock) 
(( joe.brock@thomsonreuters.com ; +27117753142; 
Reuters Messaging: 
joe.brock.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zimbabwe 

Zimbabwe sees faster GDP growth but 

budget deficit could hobble economy  

01-Oct-2018  
By MacDonald Dzirutwe 

HARARE, Oct 1 (Reuters) - Zimbabwe's 

economy is likely to grow more than 5 percent 
in 2018, rather than the earlier estimate of 
4.5 percent, but a widening budget deficit 
risks destabilising the financial sector and the 
whole economy, the finance minister said on 
Monday. 

Rebuilding the troubled economy is the biggest 
challenge to President Emmerson Mnangagwa, 
who was re-elected in a disputed vote in July 

and is seeking to pivot away from some of the 
disastrous policies of his predecessor Robert 
Mugabe. 
New Finance Minister Mthuli Ncube said the 
economy would grow faster than initially 
expected on the back of strong performances 
in agriculture and mining, the latter of which 
is the biggest contributor to Zimbabwe's 

export earnings. 

Ncube, however, said he was worried by the 
build-up in inflationary pressures. 
"The biggest challenge is the unsustainably high 
budget deficit. This challenge is destabilising the 
financial sector and of course the rest of the 
economy," Ncube told reporters and bank 

executives after a monetary policy statement 

presentation by the central bank governor. 
Reserve Bank governor John Mangudya had 
earlier said in his first post-election statement 

that rebalancing the economy would require 
"painful measures" but that growth was on the 
up. 
Harare-based economist John Roberston called 

the new growth projection "very extravagant" 
and said the government had not presented 
plans to cut a wage bill taking more than 90 
percent of the national budget. 
Ncube said the budget deficit, estimated at 16 
percent of GDP this year, had led to the rise of 

government domestic debt from $275 million in 
2012 to $9.5 billion currently. 
The debt is being financed through Treasury 
Bills and an overdraft facility at the central 
bank, which has increased the stock of 
government paper to 35 percent of GDP. 

Ncube said he would cut the government's 

central bank overdraft, which is three times the 
lawful limit, and introduce public auctions for 

Treasury Bills to increase transparency. 
With immediate effect, banks would introduce 
separate local and foreign currency bank 
accounts and foreign truckers will now pay for 
fuel in foreign currency, as part of measures to 
ease an acute shortage of U.S. dollars since the 
country dumped its own currency in 2009, 

Mangudya said. 
Mnangagwa has made sweeping changes to his 
cabinet and the civil service since his election. 
But the election was marred by procedural 
lapses and a crackdown against opposition 
supporters, which curbed some investor hopes 

for more predictable and business-friendly 
policies. 

Zimbabwe has cleared its IMF arrears and next 
week will present its plans to clear arrears to the 
World Bank, Africa Development Bank and 
European Investment Bank. Investors are 
trickling back as the country shakes off the 

pariah status it acquired under Mugabe's nearly 
four decades of rule. 
 
(Editing by Andrew Roche) 
macdonald.dzirutwe@thomsonreuters.com ; 
+2634799112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net  
(c) Copyright Thomson Reuters 2018. 
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IMF's Lagarde warns trade conflicts 

dimming global growth outlook  

01-Oct-2018  
By David Lawder 
WASHINGTON, Oct 1 (Reuters) - International 

Monetary Fund Managing Director Christine 
Lagarde said on Monday that trade disputes 
and tariffs are starting to dim the outlook for 

global growth, calling on countries to resolve 
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their differences and reform global trading 
rules. 
Lagarde, in a speech ahead of the IMF and World 
Bank's annual meetings next week in Indonesia, 

said growth was at its highest level since 2011, 
but had plateaued, with fewer countries 
participating in the expansion. 
"In July, we projected 3.9 percent global growth 
for 2018 and 2019. The outlook has since 

become less bright, as you will see from our 
updated forecast next week," Lagarde said, 
without providing new figures. 
"A key issue is that rhetoric is morphing into a 
new reality of actual trade barriers. This is 
hurting not only trade itself, but also investment 

and manufacturing as uncertainty continues to 
rise," she added. 
While the United States is growing strongly 
because of tax cuts and easy financial 
conditions, there are signs of slowing in the 

euro area and Japan, she said. China is also 

showing signs of growth moderation, a trend 
that will be exacerbated by its trade disputes 

with the United States, which has imposed tariffs 
on $250 billion worth of imports from China and 
is threatening duties on $267 billion more.  
The trade war, along with higher interest rates 
and a stronger U.S. dollar, is starting to affect 
some emerging market countries, Lagarde said, 
citing new IMF research that suggests emerging 

market countries excluding China could 
potentially face debt portfolio outflows of up to 
$100 billion. That's a level that would broadly 
match outflows during the global financial crisis 
a decade ago. 
"To be clear, we are not seeing broader financial 
contagion -- so far -- but we also know that 

conditions can change rapidly. If the current 
trade disputes were to escalate further, they 

could deliver a shock to a broader range of 
emerging and developing economies," Lagarde 
added. 
The IMF and World Bank meetings in 
Indonesia come 20 years after the Asian 

financial crisis, in which the archipelago 
suffered massive capital outflows and had to 
turn to the IMF for a bailout package that 
brought painful austerity. 

Lagarde praised Indonesia's efforts to build a 
more resilient economy and said the IMF would 
provide financial assistance where needed. 
REFORMING TRADE RULES  
Without specifically naming the United States 

and China, Lagarde called on countries to "de-
escalate and resolve the current trade disputes" 
and start to work on building "smarter rules" for 

the global trading system, including reforms to 
the World Trade Organization. 
"The immediate challenge is to strengthen the 
rules. This includes looking at the 

distortionary effects of state subsidies, 
preventing abuses of dominant positions and 
improving the enforcement of intellectual 

property rights," she said, citing issues 
affecting both Chinese practices and U.S. 
technology company dominance. 
But if agreement among all countries cannot be 

achieved, she said she would encourage them to 

work on more flexible trade deals by "like-
minded" countries to work within WTO rules. 
Particular attention needs to be focused on e-

commerce and trade able services, such as 
engineering, communications and 
transportation, Lagarde said. IMF research 
shows that reducing trading costs by services by 

15 percent could boost total gross domestic 
product of G20 countries by more than $350 
billion this year -- the equivalent of adding 
another South Africa to the group. 
Lagarde also warned about the risks of a 
growing debt pile that has reached a record 
$182 trillion, about 60 percent higher than at 
the start of the financial crisis in 2007. 

She said emerging economies should take action 
to rein in the growth corporate debt and to make 
government borrowing more sustainable, while 
advanced economies should cut deficits and put 
public debt on a "gradual downward path." 

Better management of public assets could help 
generate more revenues, she said, citing a new 

IMF analysis showing that 31 countries have 
total public assets of $100 trillion, well over 
twice their GDP. 
 
(Reporting by David Lawder Editing by Chizu 
Nomiyama) 
(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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