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ASIA 
 

China 

China to keep 2019 growth within 

reasonable range  

08-Nov-2018  
BEIJING, Nov 8 (Reuters) - China will strive to 

keep economic growth within a reasonable 
range next year, even as the economy faces 
downward pressure, state radio quoted 
Premier Li Keqiang as saying on Thursday. 

Policymakers have in recent months taken steps 
to boost bank lending, cut taxes and quicken 

infrastructure spending to ward off a sharp 
slowdown in economic growth pressured by a 
trade dispute with the United States. 
"We will carefully plan next year's development 
and ensure the smooth economic operation 
within a reasonable range," Li was quoted as 
saying during a meeting with entrepreneurs and 

economists. 
The economy grew an annual 6.5 percent in the 

third quarter, its weakest since the global 
financial crisis, and analysts expect growth to 
slow further in the coming quarters. 
The government aims for annual growth of 

around 6.5 percent this year. 

The government will ensure economic policy 
continuity, improve policy coordination and take 
further steps to ease funding difficulties facing 
small and private firms, Li said. 
The government would focus more on promoting 

employment, Li added.  
 
(Reporting by China Monitoring Desk and Kevin Yao; 
Editing by Nick Macfie) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India Bonds Lower Ahead Of State 

Debt Sale Result; Rupee Weighs   

05-Nov-2018  
By Neha Dubey 

NewsRise 
MUMBAI (Nov 05) -- Indian government bonds 

extended fall in afternoon session amid thin 
volume, as traders deferred purchases 
awaiting outcome of the state debt auction 
and as a slump in the rupee hurt appetite.  

The benchmark 7.17% bond maturing in 2028 
changed hands at 95.89 rupees, yielding 7.80%, 
at 1:00 p.m. in Mumbai, against 96.03 rupees, 

and a 7.78% yield, on Nov. 2. The note rose to 
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96.15 rupees earlier today. Twelve Indian states 

plan to raise at least 115.50 billion rupees 

selling three-year to 25-year bonds today. The 
quantum on offer is also the highest in four 
weeks. 
“Bond prices slipped more as most traders are 
on sidelines ahead of the state debt outcome 
and a fear of further depreciation in rupee is also 

weighing on sentiment,” a trader with a state-
run bank said. “Still, 7.80%-7.82% levels for the 
benchmark yield will prove a strong support and 
is likely to remain intact if there is no further 
depreciation in the rupee.” 
The Indian rupee depreciated against the dollar 

as local shares extended fall in line with regional 
peers following higher-than-expected U.S. job 
additions in November that raised fears over 

faster pace of Federal Reserve rate hikes. The 
rupee was trading at 73.09 to dollar against 
72.44 at previous close.  
Earlier today, a government official said the 
Ministry Of Corporate Affairs has written to 

some housing finance companies flagging 
asset quality risks after having recently 
internally assessed finances of these firms. 

The 10-year U.S. Treasury yield hit the highest 
in three weeks, after data showed that 
employers in the U.S. added 250,000 jobs last 
month and increased average pay by the most in 
almost a decade. Economists polled by Reuters 

had expected 190,000 jobs to be created. The 
U.S. 10-year yield ended at 3.21% on Nov. 2 

against 3.14% previous close.  
The data came ahead of the two-day Fed 
meeting beginning this Wednesday. The U.S. 
central bank is expected to keep rates 
unchanged this week, before likely increasing 

them for the fourth time this year in December. 
Crude oil prices continued to fall after the start 
of sanctions against Iran was offset by waivers 
to eight nations including India. The waiver 
comes at a time when there are concerns of 
oversupply after Organization of the Petroleum 

Exporting Countries members increased 
production last month to the highest since 
December 2016, according to a Reuters survey. 
The benchmark Brent crude oil contract was 

0.2% lower at $72.66 per barrel. The contract 
eased 6.2% last week, its biggest weekly fall in 
nine months. India imports 80% of its crude oil 

requirements. 
The central bank is scheduled to purchase bonds 
worth 100 billion rupees through open market 
operation tomorrow.  
 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Seen Higher On Persistent 

Fall In Crude Oil Prices   

09-Nov-2018  
By Dharam Dhutia 

NewsRise 

MUMBAI (Nov 09) -- Indian government bonds 

are likely to open higher, as continued fall in 
crude oil prices eased local inflation concerns, 
while rupee is seen gaining against the U.S. 
currency.  

The Federal Reserve’s policy decision as well as 
U.S. mid-term election results were along the 
expected lines and are unlikely to have any 

major impact.  
The yield on the benchmark 7.17% bond 
maturing in 2028 is expected to trade in a 
7.76%-7.81% band today, a dealer with a state-
run bank said. The note ended at 95.94 rupees, 
yielding 7.80%, on Nov. 6. Indian money 
markets were shut on Nov. 7 and Nov. 8 for 

local holidays.  

“There were no surprises in U.S. mid-term 
elections as it was factored in that Democrats 
will win the majority, while Fed is on its way for 
a December hike,” the trader said. “Oil is a 
major positive as it is now down to $70 per 
barrel levels as compared to a month ago where 

people were fearing $90 per barrel was on the 
cards.”  
Crude oil prices fell further amid increasing 
global supply, which is rising at a faster-than-
expected pace. This outweighed previous 
supply-side worries after fresh sanctions on Iran 
were imposed, and also as waivers to eight 

nations including India were allowed. 
Crude oil production from U.S. stood at 11.60 

million barrel per day in the latest week, while 
the Energy Information Administration expects 
the output to top 12 million barrels per day this 
week, Reuters reported. India imports 80% of 

its crude oil requirements.  
The Indian rupee is expected to open higher 
against the U.S. currency tracking a decline in 
crude oil prices. The currency had ended at 73 
to dollar on Nov. 6.  
The U.S. Federal Reserve kept its policy rate 
unchanged, but stayed on course of a gradual 

tightening in borrowing costs including a likely 
rate hike next month.  
“The Committee expects that further gradual 
increases in the target range for the federal 
funds rate will be consistent with sustained 
expansion of economic activity, strong labor 
market conditions, and inflation near the 
Committee's symmetric 2 percent objective 
over the medium term. Risks to the economic 
outlook appear roughly balanced,” the Fed 

said in a statement.  

Meanwhile, the U.S. Democratic Party now holds 
the majority in the House of Representatives, 
which is in line with what most political analysts 
had predicted. The U.S. Congress is now split, 
with the Republicans controlling the Senate and 
the Democrats in charge of the House of 

Representatives. 
KEY FACTORS:  

*Benchmark Brent crude oil contract little 
changed at $70.66 per barrel, after falling 2% in 
the previous session.  
*Ten-year US yield at 3.2244%.  
*Foreign investors net bought $14.93 million 
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worth of Indian bonds Nov. 6. Month to date, 

these investors have net bought bonds worth 

$529.50 million  
*Foreign investors sold net INR5 billion worth of 
Indian bonds Nov. 5. Month to date, these 
investors have net sold shares worth $120.01 
million  
*RBI to release weekly foreign exchange data. 

*RBI to conduct 13-day term repo auction worth 
INR235 billion. 
 
- 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 
 
 

Laos 

Laos plans return to baht bonds  

07-Nov-2018  
SINGAPORE, Nov 7 (IFR) - The Lao People’s 

Democratic Republic, rated BBB+ by Tris, is 

returning to the baht bond market with plans 
to raise up to Bt7bn (US$215.3m) this month.  
Bangkok Bank and Thanachart Bank are joint 
lead managers for the deal. 
The Indochinese sovereign obtained approval 
from Thailand’s Ministry of Finance in September 

to issue bonds from September 1 2018 to May 
31 2019. No other details were released.  
A portion of the proceeds will be converted 
into US dollars in accordance to the Thai 
government’s policies, which will require Laos 
to convert the monies on the onshore foreign 
currency market. These funds will be used for 
investment purposes in Laos.  
Another portion of the proceeds will be used 
to refinance a Bt2.566bn five-year note 
maturing on December 4. 

Laos and its leads are expected to principally 

target high-net-worth investors as institutional 
investors are quite close to their limits on Laos 
exposure. 

The sovereign is also believed to be exploring a 
potential offshore US dollar bond but is balking 
at the higher cost of issuing in the G3 markets.  
 
(Reporting by Kit Yin Boey; Editing by Vincent Baby) 
(( kityin.boey@thomsonreuters.com ; +65 64174549; 
Reuters Messaging: 
kityin.boey.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

Lebanon central bank says debt threat 

growing amid political vacuum   

06-Nov-2018  
Recasts with concerns about debt and economy 
ABU DHABI, Nov 6 (Reuters) - Lebanon is 

failing to take steps to cut its huge deficit and 
national debt as its leaders struggle to form a 

government, the second vice-governor of its 
central bank said on Tuesday. 

"Fiscal consolidation is not in the offing as we 

had hoped," Saad Andary told a conference in 
Abu Dhabi, adding that the political stalemate 
had stalled the process. 
Infighting has hampered efforts by prime 
minister-designate Saad al-Hariri to form a 
national unity administration, leaving a vacuum 

at the top. 
Lebanon's budget deficit is running at around 
10 percent of GDP. A World Bank report said 
last week national debt was expected to rise 
on "an unsustainable path" towards 155 
percent of GDP by the end of 2018.  

In April, international donors meeting in Paris 
pledged more than $11 billion of investment, but 

they want evidence of economic reforms first. At 
that meeting Hariri promised to reduce the 
deficit by 5 percent over five years. 
Lebanon, with limited resources, cannot depend 
on agriculture and industry to grow its economy 
and needed a knowledge-based economy with 
investments in areas such as information 

technology, Andari said. 
The economy is growing in the range of 1-3 
percent, but is burdened with 1.5 million Syrian 
refugees, with little international help, he said. 
"This is creating tensions in the labour market. 
We are witnessing growing unemployment 
among basically the Lebanese," he said.  

He also said Lebanon was expected to start gas 

exploration by the end of 2019, which will take 
three to four years, through a consortium led by 
French oil giant Total. 
In May, Lebanese authorities approved an 
exploration plan submitted by a consortium of 

France's Total, Italy's Eni and Russia's Novatek. 
 
(Reporting by Saeed Azhar and Stanley Carvalho; 
Editing by Tom Arnold and Andrew Roche) 
(( Saeed.Azhar@thomsonreuters.com ; +971 
44536787; Reuters Messaging: 
saeed.azhar.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Lebanon central bank head: a new govt 

will reduce risks, rates in economy  

07-Nov-2018  
BEIRUT, Nov 7 (Reuters) - Lebanon's central 

bank governor on Wednesday said a new 
government that carries out reforms would 
increase market confidence and reduce risk 
and interest rates in the highly indebted 
country. 

Six months since a parliamentary election, 
Lebanon's politicians are yet to agree on a unity 
government that will need to get to work on 
badly needed economic reforms. Politicians have 
warned of and economic crisis unless a 
government is formed soon. 

Riad Salameh said the central bank will continue 

to maintain monetary stability as the political 
impasse drags on, but said its operations were 
costly and a new government should be formed 
soon to embark on reforms and take the strain 
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off the bank. 

"We hope for a government formation as soon 

as possible. Because when there is a 
government, there is a political solution in 
Lebanon and this will relax the markets," 
Salameh said in an interview with Lebanese 
broadcaster al-Jadeed. 
Lebanon has the world's third-largest public 

debt-to-GDP ratio, stagnant growth and what 
the International Monetary Fund (IMF) has 
said are increasing vulnerabilities in its 
financial system. Reforms are needed to bring 
down twin deficits and reduce the reliance on 
central bank operations. 

In the absence of effective government decision-
making, the central bank has for years kept 
Lebanon's economy stable, foreign reserves high 

and growth ticking over through stimulus 
packages and financial operations which the IMF 
has described as unconventional.  
The World Bank last week said the financial 
engineering used to keep foreign reserves high 
and deposits coming in -- needed to defend the 
Lebanese pound's peg to the dollar -- came at a 

"high and increasing cost" to the central bank's 
balance sheet.  
Salameh said that the cost to the central bank 
"cannot be denied" and urged a rapid 
government formation. 
"If the future government will make reforms, the 
central bank will benefit as the costs will be less 

with regard to its legal role of maintaining 

stability," he said.  
Lebanese banks have been raising deposit 
interest rates over the past year in order to 
attract and maintain both dollar and Lebanese 
pound deposits as global interest rates rise and 

Lebanon's political and economic situation 
becomes more strained. 
The weighted average interest rate on Lebanese 
pound deposits was 7.39 percent in September, 
the highest since October 2007. The average 
rate on dollar deposits was 4.36 percent, the 
highest since January 2008. 

Interest rates offered on new dollar deposits 
brought into commercial banks are much higher, 
with rates of 15 percent being offered at some 

banks for five-year term deposits. These rates 
are made possible by special - and costly - high-
rate offers made by the central bank to 
commercial banks. 

"Interest rates today reflect the risks. If we 
reduce risks then they will reduce," Salameh 
said. 
 
(Reporting by Lisa Barrington; Editing by Hugh 
Lawson) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Malaysia 

Malaysia announces 'true' deficit, 

wider than expected  

05-Nov-2018  
SINGAPORE, Nov 5 (IFR) - Malaysia (A3/A-/A-

) reported much weaker finances than 
expected, revealing the impact of alleged 
corruption under the previous government, in 
the first budget since Prime Minister Mahathir 
Mohamad made a surprise return to power 
this year. 

Malaysia's budget deficit for 2018 is projected to 

be 3.7%, widening from 3.1% in 2017 and 
missing the target of 2.8% by some distance, 

according to Friday's budget announcement. 
"Essentially, the budget deficits announced and 
achieved in the previous years never truly 
reflected the real deficits incurred," said Lim 
Guan Eng, Malaysia's Minister of Finance. 

He added: "The 2.8% deficit target can only be 
attained if we continued the previous practice of 
hiding our expenses off-balance sheet." 
Lim said the deficit would drop to 3.4% in 2019 
and then 2.8% in 2021, before falling to around 
2% "over the medium term". 

Mohammad Hasif, investment manager for Asia 
fixed income at Aberdeen Standard Investments, 
said the off-balance sheet debt had always been 
known to investors, especially given the 

prevalence of government-guaranteed debt 
issuance under the preceding Barisan Nasional 
government, but said that it marked a change 

for the new government to include such debt in 
a combined headline figure. 
"As investors we believe more transparency is 
always welcomed but the more important 
measure to take would be to assess which of 
these off-balance sheet debt is likely to 
crystallise and result in the government 
stepping in to support the guaranteed 
entities," said Hasif. 

Fitch said that the inclusion of off-balance sheet 

debt could be a step towards greater 
transparency, but warned that the failure to 

stick to a more conservative fiscal path raised 
questions. 
"Malaysia’s public debt is high relative to rating 
peers and a further increase in debt over the 

medium-term could have a rating impact," said 
Sagarika Chandra, associate director in Fitch's 
sovereign ratings team. 
Malaysia's 2026 dollar sukuk was flat at 
Treasuries plus 97bp, while sovereign five-year 
CDS tightened 1bp to 112bp, underperforming a 
2bp tightening in the iTraxx Asian investment 

grade CDS index, according to Tradeweb and 
Refinitiv data. 
“In our view, risks to Malaysia’s fiscal and debt 

profiles remain elevated as it works to manage a 
number of legacy issues and fund key priorities 
of the Pakatan Harapan government," said 
Andrew Wood, analyst at S&P. "A heavier 

reliance on commodity-based revenues presents 
an additional risk to Malaysia’s fiscal accounts in 
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the absence of more structural revenue-raising 

measures." 

One of the government's first moves in office 
was to remove the goods and services tax, 
which brought in around M$21bn (US$5bn) per 
year for government coffers, and replace it with 
a sales and service tax forecast to generate 
much less. 

However, the government has argued that its 
weakened financial position is due mainly to 
accounting for the billions of dollars that went 
missing from 1Malaysia Development under the 
previous government. Lim said Malaysia had 
previously been a "global kleptocracy", but 

Mahathir's predecessor, Najib Razak, who is 
charged with multiple counts of corruption and 
money laundering, has denied any wrongdoing. 

The US Department of Justice has alleged that 
US$4.5bn was misappropriated from 1MDB 
through a series of offshore transactions, some 
of which began with bond issues. 
1MDB's debt was previously not considered 
government borrowing and did not carry a 
Malaysian sovereign guarantee, but the new 
government in May said it would pay all 
obligations on 1MDB's debt. 

Two tranches of 1MDB's offshore bonds issued in 
2012 and totalling US$3.5bn were guaranteed 
by the UAE's International Petroleum Investment 
(IPIC). When that debt servicing arrangement 

broke down in 2016, the parties went through 
arbitration in London before settling. 

However, Malaysia's new government on 
October 30 applied to a London court for an 
order to set aside the decision of the arbitration 
tribunal, in order to avoid paying the balance of 
the US$4.32bn it is required to pay, and to 

recover the US$1.46bn already paid. 
Lim also claimed that M$35.4bn of goods and 
services tax and income tax refunds were owed 
to the public as of May 31 2018, meaning that 
government revenues had previously been 
overstated, and said these would be repaid next 

year. 
It was announced that state-owned oil producer 
Petronas would pay a special one-off M$30bn 
dividend to the government to offset the tax 

refunds. Petronas' 2026 offshore bonds were 
unchanged at Treasuries plus 115bp on the 
news. 
"Government debt, budgeted at 51.6% of GDP 
as at end-2018, is projected to taper off to 
51.5% of GDP in 2019," wrote Malaysia's RAM 

Ratings. "Despite this, Malaysia’s debt burden 
remains hefty relative to its regional neighbours, 
although the country remains supported by 
sizeable domestic savings and a well-developed 
bond market." 

The Pekatan Harapan government has cancelled 
or postponed several big infrastructure projects 
to save money, but an election pledge to remove 

all road tolls was quietly shelved in August when 
it emerged that the government would have 
needed to pay M$400bn to compensate 
concession holders. 

The government plans to issue government 
guarantees to some existing infrastructure 

projects, like the MRT2 and LRT3 rail routes, as 

well as for selected agencies that have shown 

their finances are sustainable. 
Malaysia will set up a debt management office to 
review and manage the current and future debt 
of the government and its agencies, with the 
aim of achieving a more competitive cost of 
funding. 

It also plans to introduce several new taxes to 
boost revenue. 
"With a clean and transparent government, 
Malaysians will be more than willing to pay their 
taxes because they know that the leaders of this 
Government will not cheat and steal their 

money," said Lim. 
It will impose service tax on imported services 
from January 2019, and on online services like 

downloaded software and digital advertising 
from 2020. Other taxes will be imposed on some 
flights and property purchases. 
Genting's 2027 dollar bonds widened 20bp to a 

Treasury spread of 223bp, on the announcement 
that the government would raise taxes on the 
gaming industry. 
There will also be a chance for Malaysian 
taxpayers to voluntarily declare any 
unreported income, including that held in 
offshore accounts, and benefit from a reduced 
penalty rate. Unreported income disclosed 
from November 3 2018 to March 31 2019 will 

be subject to a penalty of 10% of the tax 
payable, rising to 15% from April 1 2019-June 
30 2019. After June, the penalty rates will 
range from 80%-300% under current tax 
laws. 

"New tax revenues and spending cuts may place 
the country back on the path of fiscal 
consolidation over the medium term, and 
improved transparency and a focus on inclusive 

growth will be credit positive if sustained over 
time," said Anushka Shah, senior analyst in 
Moody's sovereign risk group. "However, in the 
near term, wider deficits and a heightened 
reliance on volatile oil-related revenues, 
including through Petronas dividends, will 
weaken the fiscal profile." 

In the finance sector, Malaysia will extend the 

double tax deduction policy for additional 
expenditure incurred when issuing sukuk under 
the ijarah and wakalah principles, as well as for 
additional costs incurred by companies issuing 
retail bonds or sukuk, effective for three years 
from 2019. 

The budget also removed restrictions on trade in 
Malaysian ringgit at the Labuan International 
Business and Financial Centre, an offshore and 
mid-shore finance hub, and on transactions 
between Labuan and Malaysian residents. 
 
(Reporting by Daniel Stanton; Editing by David 
Holland) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Malaysia Budget Balances Wider 

Deficits with Transparency  

08-Nov-2018  
Fitch Ratings-Hong Kong-November 07: 
Malaysia's 2019 budget announced on 2 
November confirms an overrun of the 2018 
deficit target, sets less ambitious targets for 
medium-term consolidation, and increases 
dependence on oil-related revenue, which 
raises risks to the fiscal outlook, says Fitch 

Ratings. However, the budget also contains 
measures to improve transparency and public 
debt management, underscored by the inclusion 
of previously off-budget spending in the revised 

2018 deficit target. 
The budget sticks to a path of fiscal 

consolidation over the medium term through 
measures to raise revenue, cut subsidies, and 
reduce expenditure. However, headline 
consolidation goals are now more modest, as the 

deficit target for 2020 is now 3.0% of GDP, 
which is about 1pp wider than previously 
targeted. 
Our expectation is still that debt ratios will fall in 
the next few years, provided that GDP growth 
remains broadly in line with the authorities' 
revised outlook for growth of 4.9% for 2019 and 

5% in 2020. However, the larger deficit targets 
suggest the pace of decline in the debt ratios 
could be slower and we believe risks to the fiscal 

outlook have risen. 
In particular, the government's revenue 
forecasts build in a sharp rise in the 2019 
revenue/GDP ratio to reflect a special 
dividend from Petronas. Substantial measures 

to raise non-oil revenue will be required for 
the government to meet its medium-term 
targets if oil prices do not remain elevated. 
Our own assumption is that oil prices will fall 
from USD70/barrel in 2018 to USD65/barrel, 
which is below the authorities' projections. 
Additional revenue measures have been 
announced that could yield gains - such as 

higher property taxes and an increase in stamp 
duty - but there could be implementation 

challenges. Expenditure overruns are also a risk, 
given the government's emphasis on populist 
measures to sustain growth and ensure socio-
economic well-being. 
The budget includes plans for sales of non-

strategic public assets, which could help to bring 
down its debt ratio. However, there are also 
risks to debt containment from contingent 
liabilities related to public-private partnerships 
estimated at more than 10% of GDP, which may 
migrate to the sovereign balance sheet as the 
government continues to increase the 

transparency of public finances. 
Malaysia's public debt is already high, and 
further increases over the medium term could 

have negative rating implications. We raised our 
estimate of end-2017 central government debt 
to 65.5% of GDP, from 50.8%, at the last review 

to reflect the government's recognition that it 
will need to service a large share of explicitly 

guaranteed debt. The median public debt ratio 

for 'A' rated sovereigns is 50.6%. 

The budget revises up the estimated central 
government deficit for 2018 to 3.7% of GDP, 
from a previous target of 2.8%. We had 
expected the 2018 target to be met when we 
affirmed the sovereign rating at 'A-' with a 
Stable Outlook in August. At that time the 

government had expected that the net revenue 
loss from its repeal of the GST, and higher 
spending from fuel subsidies would be offset by 
higher oil receipts and expenditure cutbacks. 
However, expenditure in the new budget is now 
higher than anticipated because of tax refunds 

and, more significantly, the inclusion of one-off 
expenditure items being brought on-budget, in 
part to enhance transparency. 

The new government was elected on pledges to 
raise governance standards and address 
corruption, particularly with respect to public 
finances. These intentions were prominent in the 

11th Malaysia Plan presented last month, as well 
as in the budget. Improvements in governance 
could eventually support structural indicators in 
Malaysia's sovereign credit profile, which are 
currently below the 'A' category median, but the 
benefits will take time to materialise. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 6796 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Malaysia set for Samurai return  

09-Nov-2018  
•Bonds: Finance minister discloses terms of 

JBIC-backed issue 

By Takahiro Okamoto 
TOKYO, Nov 9 (IFR) - Malaysia is poised for its 

first yen bond sale in almost three decades 
after its finance minister revealed plans to 
issue Samurai bonds before the end of the 
Japanese fiscal year.  

In the new government's first budget speech on 

November 2, Lim Guan Eng said that the 

Japanese government had offered to guarantee 
¥200bn (US$1.8bn) of 10-year Samurai bonds 
via Japan Bank for International Cooperation at 
an indicative coupon of 0.65%. He went on to 
say that the Samurai bonds would be issued by 
March 2019. 
Lim did not say if the deal would be a public or 

private placement.  
According to Refinitiv data, Malaysia last 
visited the Samurai bond market in 1989, 
when it sold ¥30bn of 10-year bonds via 
Daiwa. 

Lim's comments came as a surprise in Japan, 
where issuers typically do not reveal the terms 

of an issue before marketing begins. Bankers 

also questioned why Malaysia needed a JBIC 
guarantee, given that Malayan Banking 
(Maybank) sold Pro-bonds in 2014 and Samurai 
bonds in 2015 without any credit enhancement.  

mailto:Publicdebtnet.dt@tesoro.it
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Malaysia, rated A3/A–/A–, could easily issue 

Samurai bonds without JBIC backing but is 

touting Japan's support as a vote of confidence 
in its fiscal health following damaging 
revelations of the contingent liabilities built up 
under the previous administration.  
Last week, Malaysian Prime Minister Mahathir 
Mohamad paid a three-day visit to Japan, 
where his Japanese counterpart Shinzo Abe 

confirmed his support for Malaysia to issue 
Samurai bonds with a JBIC guarantee at a 

bilateral summit. Mahathir, who is now 93, was 
also Prime Minister the last time Malaysia issued 
a Samurai bond. 
The advance coupon disclosure is unusual in the 
Japanese market, as there is no need for 
bankers to provide price guidance ranges if 

Malaysia and Japan have already agreed on the 
terms. 
One banker said he thought the indicative 
coupon may include all of Malaysia's issuance 
costs, such as guarantee fees to JBIC and lawyer 
fees, so the actual coupon paid to bondholders 

could be less than 0.65%. He expressed concern 
that investors would be disappointed if the 
bonds turned out to have a lower coupon. 
If the previous JBIC-guaranteed deals are any 
guide, Malaysia may pay less than 0.60% to 
Japanese investors. Last year, the Republic of 
Turkey was marketing a guaranteed 10-year 

tranche at a 0.53% coupon. The tranche was 
ultimately dropped, and Turkey went on to issue 

a non-guaranteed three-year note, part of which 
was sold to JBIC. In 2016, Petroleos Mexicanos 
sold a 10-year guaranteed bond at a 0.54% 
coupon. 
A second banker said he did not know for sure if 

the indicative coupon includes other fees.  
"I don't know where this number [0.65%] came 
from," he said. "It's a bit dangerous if the 
number gets picked up by the media and takes 
on a life of its own."  
Bankers expect Malaysia to hire banks for the 

new Samurai bonds in December at the earliest.  
 
(This article will appear in the Nov 10 issue of IFR Asia 
magazine. Reporting by Takahiro Okamoto; Editing by 
David Holland and Daniel Stanton) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
NEWS-00 
(c) Copyright Thomson Reuters 2018. 
 
 

Mongolia 

S&P Raises Mongolia’s Sovereign 

Credit Rating To B From B-; Maintains 

Outlook At Stable   

09-Nov-2018  

Nov 9 (Reuters) -  
S&P says Mongolia long-term rating raised to 
'b' on improved economic and fiscal 
performance; outlook stable. 

S&P says raised rating to reflect continued 
improvement in Mongolia's fiscal metrics and a 
considerable acceleration in economic growth. 

S&P says Mongolia's key rating weaknesses will 

take time to address, from both a structural 

reform and credit metrics perspective. 
S&P says Mongolia's external position remains 
weak, despite signs of improvement 
S&P says also affirming 'b' short-term credit 
rating on Mongolia. 
S&P says Mongolia's fiscal performance 

improved owing to higher commodity prices, 
stricter spending controls, acceleration in 
economic growth. 
S&P says backslide in Mongolia government's 
fiscal consolidation program could also lead to 
downward pressure on rating. 

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

Pakistan 

China says will provide economic aid to 

Pakistan but more talks needed  

03-Nov-2018  
Adding details on MoUs signed by both 
governments; acceleration of Special Economic 
Zones 

BEIJING, Nov 3 (Reuters) - China will provide 

Pakistan with economic aid but more talks are 
needed on the details, a senior Chinese 
diplomat said, after new Pakistani Prime 
Minister Imran Khan met Chinese Premier Li 
Keqiang on Saturday. 

Pakistan's foreign reserves have plunged 42 
percent since the start of the year and now 
stand at about $8 billion, or less than two 

months of import cover. 
Last month, Pakistan received a $6 billion rescue 
package from Saudi Arabia, but officials say it is 
not enough and the country still plans to seek a 
bailout from the International Monetary Fund 
(IMF) to avert a balance of payments crisis. 
It would be Pakistan's 13th rescue package from 

the multilateral lender since the late 1980s. 
Speaking to reporters in Beijing's Great Hall of 

the People following Khan's talks with Li, 
Chinese Vice Foreign Minister Kong Xuanyou said 
his country would help. 
"During the visit the two sides have made it 
clear in principle that the Chinese government 

will provide necessary support and assistance 
to Pakistan in tiding over the current 
economic difficulties," Kong said. 

"As for specific measures to be taken, the 
relevant authorities of the two sides will have 
detailed discussions," he added, without giving 
details. 
Khan told Chinese President Xi Jinping the 

previous day that he had inherited "a very 
difficult economic situation" at home.  

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

infrastructure programme in its vast Belt and 
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Road Initiative. 

Pakistan has looked to amend CPEC to put 

greater emphasis on projects that focus on 
social development, rather than purely on 
infrastructure. 
Following the meeting, Khan's office said in a 
news release that the two governments had 
signed a number of agreements and memoranda 

of understanding in the fields of agriculture, 
poverty reduction, forestry, law enforcement 
and socio-economic development.  
Pakistan is also due to speed up the launch of 
special economic zones in the country to spur 
"industrial development".  

Kong said there would be no change in the 
number of projects under CPEC.  
"There is no change at all. If there were, it 

would only be to increase, not decrease" the 
number of projects, he added. 
However the scope of the project would increase 
and will tilt in favour of people's livelihoods, 

Kong said, also without elaborating. 
After visiting Beijing, Khan is set to be a key 
note speaker at a major import fair in Shanghai, 
an event that China hopes will show the world 
the country welcomes foreign companies and 
their products. 
 
(Reporting by Ben Blanchard 
Editing by Jacqueline Wong and Kim Coghill) 
(( ben.blanchard@thomsonreuters.com ; +86 10 6627 
1201; Reuters Messaging: 
ben.blanchard.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Pakistan needs IMF bailout, panda 

bond issue, Habib Bank CEO says  

06-Nov-2018  
By Shu Zhang and Tony Munroe 
BEIJING, Nov 6 (Reuters) - Pakistan needs to 

seek a bailout from the International 
Monetary Fund (IMF) and make "hard 
decisions" to avoid going back again, said 
Muhammad Aurangzeb, chief executive officer 
of Habib Bank Ltd, the country's biggest 
lender.  

The bank is also urging Pakistan to tap China's 
nascent "panda bond" market, which enables 
overseas issuers to raise yuan-denominated 
bonds there, as soon as possible after IMF 
funding is secured. 
"They are clearly very interested, because the 
overall stance the current government has is to 

move and diversify away from USD into RMB," 
Aurangzeb told Reuters in an interview in Beijing 
on Tuesday. 
The potential size of panda bond issuance would 
be equivalent to $1.5 billion to $2 billion, he 
said. China Development Bank and China 
International Capital Corp would be HBL's 

domestic partners on such a project. 
Habib Bank received an RMB license from Beijing 
two weeks ago and is seeking approval to 
upgrade its representative office in the Chinese 
capital to a branch as soon as next year, he 
added. 

An IMF rescue package would be Pakistan's 13th 

from the multilateral lender since the late 1980s. 
"The advantage of a programme which IMF 
brings to the table is that it pushes the 
government to bring in their fiscal discipline 
and move with the reform agenda," 
Aurangzeb said. 

Last month, Pakistan received a $6-billion 
rescue package from Saudi Arabia, but officials 
say it still plans to seek a bailout from the IMF to 

avert a balance of payments crisis. 
Pakistan's foreign reserves have plunged 42 
percent since the start of the year to about $8 
billion, or less than two months of import cover. 
"Both on the fiscal side and on the current 
account side, some very tough political choices 
need to be made," said Aurangzeb. 

These include moves to increase the tax base, 
boost exports - particularly to neighbouring 
China, let the currency find its fair market value, 
actively work to narrow deficits, and get the 
structural reforms agenda going, he said. 
"If they can do that, they can get on a more 

sustainable path without relying on the IMF," 
Aurangzeb said. "But if they don't follow 
through, the likelihood is that there will be 
another (IMF) programme." 
The focus of new Pakistani Prime Minister Imran 
Khan's talks with Beijing is less about debt or 
loans, and more about increasing investment, 

industrial activity, exports to China, and the 
creation of local jobs, Aurangzeb said. 

Khan began a visit to China late last week. 
Though China is Pakistan's closest ally, Khan has 
sought to rethink a signature project, the $60-
billion China-Pakistan Economic Corridor, a 
flagship of Beijing's vast Belt and Road Initiative. 

 
(Reporting by Shu Zhang and Tony Munroe; Editing by 
Clarence Fernandez) 
(( shu.zhang@thomsonreuters.com ; +86 10 6627 
1271; Reuters Messaging: 
shu.zhang.thomsonreuters.com@reuters.net ; Twitter 
https://twitter.com/shuzhang4) ) 
(c) Copyright Thomson Reuters 2018.  
 
 

On eve of IMF talks, Pakistan says 

balance of payments crisis over  

06-Nov-2018  
By Asif Shahzad and Saad Sayeed 
ISLAMABAD, Nov 6 (Reuters) - Pakistan's 

finance minister said on Tuesday that its 
balance of payments crisis was over, a day 
before an International Monetary Fund (IMF) 
team was due to arrive to discuss a possible 

aid package. 

Asad Umar had announced last month that 
Pakistan would seek an IMF funding package, its 
13th since the late 1980s. 
But he said on Tuesday that Prime Minister 
Imran Khan's securing of a $6 billion package 

from Saudi Arabia plus promised help from 

China would cover a projected $12 billion 
shortfall in foreign currency to service Pakistan's 
debt. 
"So, Pakistan’s immediate balance of payment 
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crisis is over. I can tell you categorically that 
we do not have a balance of payment crisis 
anymore," he told a news briefing, without 
mentioning the IMF. 
It was unclear if Umar meant that Pakistan 
would no longer require any IMF assistance or 
if the country would seek lesser funding. 

Officials in Islamabad were due to begin nearly 
two weeks of talks with the IMF on Wednesday.  
Pakistan last month announced Saudi Arabia had 
offered $3 billion in foreign currency support to 

the country's central bank and a further loan 
worth $3 billion in deferred payments for oil.  
The news followed Khan's visit to Riyadh for an 
investment conference that was boycotted by 
several other leaders over the death of a Saudi 
journalist at the Saudi consulate in Istanbul.  

Khan had said before the visit that his country 
was "desperate" to shore up its foreign currency 
reserves, which have dropped to below $8 
billion, barely enough for debt repayments 
through the rest of the year. 
Pakistan's current account deficit widened 43 
percent to $18 billion in the fiscal year that 

ended in June, while the fiscal deficit has 
ballooned to 6.6 percent of gross domestic 
product. 
Khan was in China last week where he held 
further talks on economic help, but Beijing said 
more discussion was needed.  
Umar said on Tuesday that the state bank 

governor would travel to China on Friday to 

discuss details of what he described as a pledge 
of "immediate money" to further shore up 
foreign currency reserves. 
Khan has appealed to "friendly countries" for 
assistance in an effort to avoid going to the IMF, 

or at least reduce the size of any aid package.  
Pakistani officials have been wary of the IMF 
imposing harsh conditions compared to the last 
bailout in 2013 when Islamabad was given 
repeated waivers and avoided serious reforms 
after receiving $6.7 billion. 
 
(Writing by Kay Johnson; Editing by Richard 
Balmforth) 
(( saad.sayeed@thomsonreuters.com ; 
+923355575558; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Pakistan gets a boost of confidence but 

IMF bailout still on the cards  

07-Nov-2018  

By Saad Sayeed 
ISLAMABAD, Nov 7 (Reuters) - The Pakistani 

finance minister's bullish comments declaring 
the end of an economic crisis have bolstered 
confidence ahead of crunch talks with the 
International Monetary Fund on Wednesday, 
but the country is still likely to need a bailout.  

Finance Minister Asad Umar said on Tuesday 

that "Pakistan's immediate balance of payment 
crisis is over" without mentioning the talks with 
the IMF in Islamabad. 
Umar's comments came after Prime Minister 
Imran Khan visited main allies Saudi Arabia and 

China last month. 

Khan secured $6 billion in assistance from 

Riyadh while Beijing promised help cover a 
projected $12 billion shortfall in foreign 
exchange to service Pakistan's debt.  
Pakistan's central bank chief is due to travel to 
China on Friday to discuss details of what Umar 
described as a pledge of "immediate money". 

Analysts say the cash will give the economy 
breathing space and stabilise the rupee, which 
has fallen 25 percent against the U.S. dollar 
since December, but it will not solve Pakistan's 
balance of payments crisis and avert a second 
IMF bailout request since 2013, and its 13th IMF 

rescue since late the 1980s.  
"They are going to the IMF because they have to 
get credit rating approval from the financial 

markets and that would not happen on the Saudi 
or Chinese money," Asad Sayeed, an economist 
at the Collective for Social Science Research, 
told Reuters.  
Pakistani officials are concerned tough IMF 
conditions would hit growth in the short term, 
as the IMF is likely to push for reduced 
spending, further currency devaluations and 
an increase in interest rates, preventing Khan 
from fulfilling populist campaign pledges. 

Khan's government has pledged to create an 
"Islamic welfare state" and help build 5 million 
homes for the poor in a nation where the 

illiteracy rate is more than 40 percent.  
CONFIDENCE BOOST 
But the Saudi and Chinese help could put the 
government in a stronger position to 
negotiate better terms with the IMF, Saad 
Hashemy, chief economist for local brokerage 
Topline Securities, told Reuters.  

"The statement by the finance minister is a big 
confidence booster for the economy," Hashemy 

said. 
"What it falls short of is the exact details of the 
funding from the Chinese side," he added, 
speculating China may opt to defer payments on 
existing loans and buy more Pakistani imports.  
Chinese foreign ministry spokeswoman Hua 
Chunying told a daily news briefing Beijing was 

"willing, in accordance with Pakistan's needs and 

with agreement by both sides, to provide what 
help we can for Pakistan's economic and social 
development". 
Pakistani shares soared more than 3 percent on 
the news of the Saudi loans, and were up 
another 1.5 percent on Wednesday following 

Umar's comments.  
Umar has said the country needs $12 billion for 
immediate economic relief, but Hashemy said a 
total figure of up to $16 billion was needed to 
build up reserves, and negotiating a package 
with the IMF was the "smart thing". 

Pakistan's current account deficit widened 43 
percent to $18 billion in the fiscal year that 
ended in June, while the fiscal deficit has 

ballooned to 6.6 percent of gross domestic 
product, problems analysts say will not go away 
following the latest injection of economic 
assistance. 

"There are very deep-seated structural 
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problems," Sayeed warned.  

"If you just sit back ... and carry on as you 

always do, that's not good because you're going 
to land up precisely in a similar situation in a few 
years." 
 
(Additional reporting by Ben Blanchard in Beijing 
Writing by Saad Sayeed 
Editing by Kay Johnson, Robert Birsel) 
(( saad.sayeed@thomsonreuters.com ; 
+923355575558; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Philippines 

Philippines to raise $254 mln via retail 

bonds to help rebuild Marawi   

06-Nov-2018  

MANILA, Nov 6 (Reuters) - The Philippines 

plans to raise 13.5 billion pesos ($253.95 
million) through a sale of retail treasury 
bonds to help fund the reconstruction of the 
besieged southern city of Marawi, the finance 
ministry said on Tuesday. 

A five-month battle to liberate Marawi from 
Islamic State-inspired rebels has reduced the 

heart of the city of 200,000 to rubble. 
The bond sale, which would be the first in a 
series of offerings, would cover this year's and 
next year's funding requirement for the 

rehabilitation of Marawi. 
"As we need money later on, we will issue more 
bonds," Finance Secretary Carlos Dominguez 

said in a statement. 
Finance Assistant Secretary Antonio Lambino 
said the government was looking at issuing 
bonds with three- to five-year tenor, and that 
the issue was forthcoming. 
The siege of Marawi displaced about 350,000 

residents and killed 1,109 people, mostly 
militants, stirring concern that the southern 
Philippines was becoming Islamic State's hub in 
Southeast Asia. 
 
($1 = 53.16 Philippine pesos) 
(Reporting by Neil Jerome Morales; Editing by Amrutha 
Gayathri) 
(( neiljerome.morales@thomsonreuters.com ; +632 
8418914; Reuters Messaging: 
neiljerome.morales.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018.  
 
 

Philippines approved to issue up to 

US$2bn in global bonds  

08-Nov-2018  
MANILA, Nov 8 (Reuters) - The Philippine 

central bank has approved the government's 
plan to issue between US$500m and US$2bn 
worth of global bonds, National Treasurer 
Rosalia de Leon said on Thursday. 

The timing of the issue would be "subject to 
good issuance window", De Leon said in a text 
message to Reuters. 

In August the government sold US$1.38bn in 

yen-denominated bonds, which followed the 

issuance of US$230m worth of Panda bonds in 
March and an issue of 10-year Global bonds in 
January, which raised US$750m. 
 
(Reporting by Karen Lema 
Editing by Shri Navaratnam) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Qatar 

Qatari issuances continue to see 

positive appetite  

07-Nov-2018  
Qatar, the lead GCC sovereign issuer in the 
first half of 2018, is likely to remain muted in 
the government issuance rest of the year, 
may be in the first quarter of 2019 as well. 
With most FIFA-linked infrastructure getting 
closer to the final phase, coupled with a stable 
oil price, there is less of an appetite for Qatar to 

hit the debt market in short term, Venkatesh 
Krishnaswamy (pictured), Advisory Partner at 
KPMG in Qatar told The Peninsula in a recent 
interview. 
Qatar was the leading GCC aggregate bonds 
and sukuks issuer in the first half of 2018, 

raising a total of $19.97bn. Through 47 

issuances, the country represented 31.9 percent 
of the total value raised in the GCC in H1, 18. 
The total value of Qatari sovereign and 
corporate issuances during the period was four 
times as much in H1, 17 as the regional crisis 
subsided. By raising $12bn through sovereign 
issuances, Qatar was the lead sovereign issuer 

in the region. And now with oil prices now $80-
90 plus, there is less of an appetite to go to the 
market. 
There are number of reasons for Qatar not going 
in the second half. First, Qatar had set aside 
huge committed funds for FIFArelated 

infrastructure projects. Those projects are either 

in the final stages of completion or almost 
finished. 
So, currently, there is minimal strain on capital. 
Clearly, the oil prices are being favourable to the 
fiscal position. Second, the $12bn raised in the 
first half is enough to support the short-term 

funding. Finally, the sovereign issuer needs to 
leave space for the institutions and corporate to 
go to the market. So it needs space for other 
entities in the nation to get into the market, 
Venkatesh said. 
Though, Venkatesh believes it is unlikely that 
there will be another sovereign issuance this 

year, there are number of corporate and 

financial institutions issuance in the pipeline. "It 
is possible that we could see between two and 
three billion dollars of issuance from corporate 
and financial institutions. These however need to 
be timed to the market to ensure market 
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appetite and pricing is managed well", he said. 

On the prospective sovereign issuance in the 

wider GCC, he said Bahrain could soon hit the 
market on the back of recent funding 
commitment from the region. Other GCC 
countries that might have an appetite are Kuwait 
and Oman. 
On Qatar's corporate issuers' growing interests 

in tapping Asian market, Venkatesh said itis 
because of competitive pricing and availability of 
capital. "In Asia and Africa, China is the biggest 
capital provider to emerging markets, so there is 
clearly an appetite for issuances and a better 
appetite for risks. 

It is a tradeoff for traditional issuers between 
diversifying the sources of fund and having a 
more competitive pricing." Again, Japan has 

traditionally been a good provider of long term 
financing to infrastructure, power, and utilities 
projects and are they often introduce advanced 
technologies so that's an added advantage as 

well, he said. 
On Qatar entering JP Morgan's emerging 
market government bond index next year, 
Venkatesh said "entering a permanent index 
like this will clearly give higher funds 
allocation and is an acknowledgement of 
liquidity and appetite for Qatari papers." 

"It will give you better allocations for capital and 
gives you better visibility being part of the 

index.As people start tracking you more often, 
improving visibility. All this will help you in your 

existing bond yields. It will also give confidence 
to investors around transparency and that your 
paper will be more liquid and thus tradable." 
On the impact of the US rate hike on the 
regional debt market, Venkatesh said the US 

rate hike cycle traditionally means that money 
will fly out from emerging markets to the US 
denominated papers and bonds, which 
consequently means that you have to rise the 
interest rates here to be able to manage the 
capital flow. 
The phenomenon will lead to a shift in capital 

from the riskier emerging markets to safer 
geographies and this is the compensation for the 
risk. "But as far as Qatar is concerned, we don't 

see much of an impact happening from it. 
Because, Qatar has a great sovereign rating and 
at the end of the day, it is a dollar-pegged 

economy." Qatar's total outstanding bonds and 
sukuks is $91bn; $70bn being conventional 
bonds and $21bn in sukuks. 
 
The Peninsula/Gulf base 
Copyright (c) 2018 Sourced by MIST all rights 
reserved 
 
 

South Korea 

Bond funds-net inflow Domestic bond 

funds draw over 4 tln won this year  

bond funds-net inflow 

Domestic bond funds draw over 4 tln won this 
year 

SEOUL, Nov. 7 (Yonhap) -- South Korea's 

domestic bond funds have lured more than 4 
trillion won (US$3.6 billion) this year amid a 
bearish stock market and unfavorable 
external conditions, data showed Wednesday. 

Funds that focus on local bonds chalked up a net 
money inflow of 4.01 trillion won in the year to 
Monday, according to the data from fund 
evaluator KG Zeroin. 

The figure contrasts with a net inflow of a mere 
711.3 billion won for domestic stock investment 
funds. 
The huge inflow of money into bond funds was 
attributed to the bear run of the local equity 
market and increased emerging-market volatility 
stemming from a strong dollar and a trade row 

between the United States and China. 

The benchmark Korea Composite Stock Price 
Index plunged 15.1 percent over the cited 
period, with the price index of the tech-laden 
KOSDAQ market sinking 13.5 percent. 
Also responsible were low expectations for an 
interest rate hike by South Korea's central bank 

due to the country's stuttering economy, 
according to market watchers. 
The inflow of money into bond funds, however, 
has slowed recently on rising concern over a 
rate hike by the Bank of Korea, which is slated 
to hold a monthly rate-setting meeting on Nov. 
30, they said. 
"Investors had been rushing to safer bond 
products as the strong greenback and the 
greater volatility of emerging markets 
sparked a flight to safety," said Oh Eun-soo, 
an analyst at KB Securities. "But there is a 
recent slowdown amid expectations of a rate 
raise here." 

KG Zeroin said domestic bond funds recorded an 
average return of 2.01 percent over the cited 

period, far outperforming stock funds that 
registered a negative yield of 17.05 percent. 
 
Copyright (c) 2018 Yonhap News Agency 
 
 

Taiwan 

Moody's affirms Taiwan's AA3 rating 

maintains stable outlook  

08-Nov-2018  
Nov 8 (Reuters) - Moody's: 
Moody's affirms Taiwan's AA3 rating; 
maintains stable outlook. 

Moody's says Taiwan's long-term foreign 
currency bond ceiling is unchanged at AA2 and 
its long-term fc deposit ceiling is unchanged at 
AA3. 
Moody's says Taiwan's short-term fc bond and 
deposit ceilings are also unchanged at prime-1. 

Moody's says Taiwan's debt structure is, and will 

remain, conducive to stable fiscal strength at 
very high levels. 
Moody's says Taiwan is also likely to see some 
negative repercussions of prolonged trade 
tensions between the us and china. 
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(( Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Belarus 

Belarus decides against tapping 

Russian bond market in 2018  

06-Nov-2018   
MINSK. Nov 6 (Interfax) - The Belarusian 

Finance Ministry has decided against offering 
bonds denominated in Russian rubles in 2018 
due to the state of the Russian debt market. 
"We won't be tapping the Russian market this 
year due to the state of that market. We cannot 
expect to receive a good price in what is left of 
the year," Belarusian Finance Minister Maxim 
Yermolovich told reporters. 

The Belarusian Finance Ministry was planning to 
start a three-year borrowing program on the 
Russian financial market this year. It planned to 
place two bond issues: one by the end of 2018, 
and the other in 2019. The ministry sees 
Russian commercial banks among the buyers. 
The ruble proceeds from the bond issues will not 

converted into dollars but will be used to settle 
with Russian creditors, including the Russian 
government. The placement volume will be 

decided following consultations with the banks 
organizing the placements. 
The Belarusian government appointed 

Gazprombank (MOEX: GZPR), Sovcombank, 
Otkritie (MOEX: OFCB) and the Eurasian 
Development Bank (EDB) as the organizers of a 
placement of sovereign bonds in Russian rubles 
on the Moscow Exchange (MOEX: MOEX) in 
2018-2020. 
The Belarusian Finance Ministry placed 7 billion 

rubles in two-year bonds at 8.7% per annum on 
the Moscow Currency Exchange in December 
2010 in an offering run by Alfa-Bank, Sberbank 
of Russia (MOEX: SBER) and GPB. 

 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2018 Interfax. All rights reserved. 
 
 

Bulgaria 

Bulgaria is better protected from 

external risks  

07-Nov-2018  
By Tsvetelia Tsolova 
SOFIA, Nov 7 (Reuters) - Bulgaria's fiscal and 

current account surpluses provide it better 
protection from external risks than before the 
global economic crisis a decade ago, a senior 
Standard & Poor's credit analyst said in an 
interview. 

Ludwig Heinz, S&P's primary Bulgaria analyst, 

said the country's planned accession to the euro 

zone's exchange rate mechanism, a precursor to 

joining the single currency, would be a clear 
trigger for a rating upgrade. 
Other triggers, he said, would be further 
reductions in bad loans or a better-than-
expected fiscal performance. 
S&P upgraded Bulgaria's outlook to positive in 

June, saying it could lift its sovereign ratings 
over the next 12-24 months. It assigns the 
country a BBB- rating, at the lowest end of 
investment grade. The next rating update is 
due on Nov. 30. 

"The economy is performing quite well, the fiscal 
side is very strong, debt very low and the 
government has achieved surpluses over the 
past few years," Heinz told Reuters. 

"On the external side, Bulgaria is much better 
positioned than a few years ago, given that 
there is a current account surplus and external 
debt has been lower," he said. 
The formerly communist, Balkan state sees its 
economy growing by 3.6 percent this year and 
3.7 percent in 2019. The government plans to 

end 2018 with a surplus of 0.5 percent and run a 
small fiscal deficit next year.  
Domestic demand should underpin growth in the 
next few years, Heinz said, adding that risks to 
the open economy might come from a slowdown 
in its main trading partner, the euro zone. 

"(But) even if there was a moderation in the 
growth rates, the Bulgarian economy is better 

protected than it was before the 2008 crisis," he 
said.  
Bulgaria's financial system has steadied since 
its fourth-largest bank collapsed in 2014, with 
non-performing loans falling to 8.5 percent of 
the total in September from 11.4 percent a 
year ago and over 17 percent four years ago.  

Heinz said Bulgaria's burden of non-performing 
loans was easing rapidly, but was still higher 
than peers in central and eastern Europe such as 
Hungary and Poland. 
Despite meeting the nominal criteria for joining 
the euro zone, Bulgaria did not secure a fast 
track from the European Central Bank to euro 

membership earlier this year. The ECB said 

Bulgarian banks require tougher supervision 
before it can join. 
Sofia has made a number of commitments, 
including cooperating with the ECB so that in 
July 2019 it could join both the bloc's banking 
union and the ERM-2. 

 
(Reporting by Tsvetelia Tsolova 
Editing by Mark Heinrich) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia plans 3 percentage points 

public debt reduction each year  

07-Nov-2018  
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ZAGREB, Nov 7 (Reuters) - Croatia aims to 

reduce its public debt by some 3 percentage 
points annually in the coming years, Finance 
Minister Zdravko Maric told an economic 
conference on Wednesday. 

At the end of last year, Croatia's public debt 
amounted to 77.5 percent of gross domestic 
product (GDP). Reducing that figure towards 60 
percent of GDP is an important criterion in the 

country's ambitions to adopt the euro within six 
to seven years.  
Speaking at a conference in the northern 
Adriatic resort of Opatija, Maric said Croatia 
wanted to cut its public debt this year despite 
payments for state guarantees extended to an 
ailing dock run by shipbuilding group Uljanik.  
"We want to carry on reducing our public debt 
and our aim is to cut it by three percentage 
points each year. Despite troubles in one of 
our docks and maturing state guarantees, we 
will continue reducing our public debt also 
this year," he said. 

"If we did not have to pay for the state 
guarantees extended to the ailing dock, we 
would have a budget surplus also this year. This 

way I can still not project the final figure." 
Uljanik, Croatia's biggest shipbuilding group, 
runs two docks in the northern Adriatic cities of 
Pula and Rijeka, where workers have been on 
strike over unpaid salaries for September. 
The company has faced liquidity problems in the 
past year, and the government intervened in 

January with state guarantees for a loan worth 
96 million euros. 
Last year Croatia posted a budget surplus of 0.9 
percent of GDP and for this year it planned a 
deficit of 0.5 percent. Economic growth this year 
is seen at slightly below 3 percent. 
On Friday, the government is expected to 

propose its budgetary plans for next year and a 
deficit is tentatively set at 0.4 percent of GDP. 
 
(Reporting by Igor Ilic; Editing by Marie-Louise 
Gumuchian) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Croatia planning for 2019 budget 

deficit of 0.4 pct/GDP  

09-Nov-2018  
ZAGREB, Nov 9 (Reuters) - The Croatian 

government will target a budget deficit for 
next year equivalent to 0.4 percent of gross 
domestic product, Prime Minister Andrej 

Plenkovic said on Friday. 

"Our budgetary plan is based on the growth 
projection of 2.9 percent," Plenkovic told a 
cabinet session. Parliament aims to approve the 
2019 budget by mid-December. 
This year the gap has been set at 0.5 percent of 

gross domestic product. 

Plenkovic also said that, in line with fiscal 
consolidation plans, the government aims to 
reduce the budget gap to 0.3 percent of GDP in 
2020 and then achieve a surplus in 2021. 

Croatia aims to pursue fiscal consolidation as 

part of its plans to adopt the euro within six to 

seven years. The public debt has been falling in 
recent years from its peak of 84 percent and is 
expected to be around 75 percent of GDP at the 
end of this year. 
 
(Reporting by Igor Ilic; Editing by Hugh Lawson) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 

mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czech Republic FC Issuer Rtg: R&I 

Upgrade to AA-,Stable  

05-Nov-2018  
R&I Upgrades to/Affirms AA-, Stable:  
Czech Republic Foreign/Domestic Currency 
Issuer Rating  
Rating and Investment Information, Inc. 
(R&I) has announced the following:  

ISSUER:  
Czech Republic  

Foreign Currency Issuer Rating: AA-, Previously 
A+ Rating Outlook: Stable  
Domestic Currency Issuer Rating: AA-, Affirmed 
Rating Outlook: Stable  
RATIONALE:  
Czech Republic's per capita gross domestic 
product (GDP) exceeds US$20,000. The 

country boasts a relatively high-level 
industrial base, supported by a cluster of 
foreign companies, especially those in the 

manufacturing sector. It continues to enjoy a 
solid economy and has a current account surplus 
and stable external position. The fiscal balance 
remains in surplus, and the outstanding 
government debt to GDP ratio is expected to 

keep falling. With the inauguration of the Babis 
administration in July 2018, a political vacuum 
that had lasted since the general election in 
October 2017 came to an end. Based on these 
factors, R&I has upgraded the Foreign Currency 
Issuer Rating to AA-.  

Real GDP grew 4.3% in 2017. The economy 

remains solid in 2018, driven by private 
consumption and investment. The government 
and the Czech National Bank (CNB) project real 
GDP to grow 3.2% in 2018. The unemployment 
rate has declined to the 2 to 3% range, and the 
wage level is growing at a faster pace than 

productivity, reflecting the tight labor supply-
demand balance and a rise in minimum wages. 
In order to resolve the labor shortage issue, 
which has been a constraint on corporate 
activities, capital investment expansion and 
productivity improvement are required.  
The inflation rate is trending above the CNB's 

target of 2%. With the normalization of 

monetary policy in mind, the CNB has raised its 
policy rate in a phased manner, suggesting that 
it may increase the rate further. Given its 
cautious stance and flexible response to 
inflation, the CNB is managing its monetary 
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policy appropriately, in R&I's view.  

Outstanding loans, notably mortgage lending, 

keep steady growth. Housing prices have 
continued to rise at a fast pace and exceeded 
the peak price of 2008. This is attributable to 
demand growth stemming from the buoyant job 
market, with housing supply being hindered by 
regulatory barriers. The CNB made 

recommendations on the loan-to-value ratio, 
debt-to-income ratio and debt service-to-income 
ratio, out of concern about an overheating of the 
housing market. The possibility of the financial 
system undermining its stability is small at 
present, but the risk of destabilization of the 

financial system might increase if such situation 
is prolonged.  
The general government fiscal balance moved 

into surplus in 2016. The surplus was 1.5% of 
GDP in 2017. According to the government's 
plan, the fiscal balance is expected to remain in 
surplus by 1.5% of GDP in 2018 and about 1% 

of GDP in 2019 and beyond. Besides an increase 
in wages and planned public investments, the 
government has decided to raise social welfare 
benefits. Despite the somewhat expansionary 
fiscal stance, however, the Babis administration 
is paying due attention to fiscal soundness. 
Given this, coupled with the solid economy, R&I 

expects the fiscal balance to be broadly in line 
with the government's plan. The ratio of 
outstanding general government debt to GDP 
has been on a downward trend, standing at 

34.7% as of end-2017. If fiscal surpluses are 
maintained as projected by the government, the 

ratio will fall to close to 30% in 2020.  
The new Act on Budgetary Responsibility Rules, 
which entered into effect in 2017, strengthened 
the framework to ensure fiscal discipline and 
established the National Budget Council as an 
independent institution that monitors the 
government's compliance with fiscal rules and 

makes necessary . 
 
(C) Copyright 2018 - R&I - Rating and Investment 
Information Inc. 
 
 

Czech finance ministry: fiscal surplus 

higher this year, to dip  

06-Nov-2018  
PRAGUE, Nov 6 (Reuters) - The Czech public 

sector will show a fiscal surplus equal to 1.6 
percent of gross domestic product this year, 
slightly above the 1.5 percent seen in a July 
outlook, the Finance Ministry said on Tuesday. 

It said the surplus would dip to 1.0 percent in 

2019 and 0.9 percent in 2020. The surpluses in 
the coming years were lower than previous 
forecasts for those years, released in the 
autumn of 2017. 
The ministry said the outlook reflected 
government plans in social spending, a rise in 
wages and growth in investments. 

Structural balance, the underlying trend 

balancing the economic cycle, will dip toward 0.3 
percent in 2021, the ministry said. 

It said government sector debt would keep 

falling, to 33 percent of GDP this year, 31.9 

percent in 2019 and 30 percent by 2021. It has 
dropped from a peak of 44.9 percent in 2013. 
The ministry also cut the 2018 and 2019 
economic growth outlook by 0.2 percent, to 3.0 
and 2.9 percent respectively. 
 
(Reporting by Jan Lopatka) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary 

Hungary posts HUF 181.6 bln Oct 

budget deficit   

09-Nov-2018  
BUDAPEST, Nov 9 (Reuters) - Hungary posted a 

181.6 billion forint ($640.90 million) budget 
deficit in October the Finance Ministry said on 
Friday, increasing the ten-month shortfall to 
1.691 trillion forints. 

The January-October deficit was well above a 
1.36 trillion forint full-year target, but the 
ministry said its deficit goal of 2.4 percent of 
economic output still remained achievable. 
Hungary has spent heavily on the pre-financing 
of EU-backed projects and that trend continued 

in October, the ministry said. 

It did not provide a fresh figure for the amounts 
spent on pre-financing EU projects until the end 
of October. By the end of August it had spent 
1.389 trillion forints on such projects, it said 
earlier. 
It said revenues from value-added, personal 

income and payroll taxes rose substantially in 
the first ten months of the year. 
 
($1 = 283.3500 forints) 
(Reporting by Sandor Peto) 
(( sandor.peto@thomsonreuters.com ; +36 1 327 
4744; Reuters Messaging: 
sandor.peto.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Hungary should be cautious about euro 

entry  

09-Nov-2018  
BUDAPEST, Nov 9 (Reuters) - Hungary must be 

cautious about adopting the euro as it should 
remain open towards other parts of the world, 
Prime Minister Viktor Orban said on Friday. 

"We belong to the more cautious camp," Orban 

said with regard to European Union states that 
have not adopted the single currency. 
"We want to be an integral part of the European 

community while at the same time remaining 
open towards other regions and communities. 
This will also have to be expressed in our 

decision about the euro," he told a conference of 
central bankers from China and Central and 
Eastern European region. 
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Hungary, which has followed a go-it-alone 
mix of economic policies since Orban rose to 

power in 2010, has been running a deficit 
below the EU's 3 percent ceiling and its 
economy is expected to grow faster than 4 
percent this year.  

His government has pursued close relations with 
China, and Russia, which is building a nuclear 
plant in Hungary.  
Orban's right-wing nationalist government has 

also gradually shifted Hungary's debt 
programme to forint-denominated paper, aiming 
to reduce its reliance on foreign currency debt 
that has made it vulnerable to shifts in global 
sentiment in the past. 
 
(Reporting by Gergely Szakacs; Editing by Angus 
MacSwan) 
(( 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. 
 
 

Romania 

IMF mission starts visit to Romania   

06-Nov-2018  
BUCHAREST (Romania), November 6 (SeeNews) 
- An International Monetary Fund (IMF) 
mission started a visit to Romania on Tuesday 
with the aim of evaluating the state of the 
country's economy, the IMF resident 
representative office said. 

The IMF mission led by Jaewoo Lee will meet 
with representatives of the Romanian 

authorities, political parties, trade unions, 
business associations and the academic and 
banking system during its November 6-12 visit, 
the IMF resident representative office said in a 
statement. 
"The IMF team will assess the recent economic 
and financial developments in Romania, will 

update the macro-economic outlook and will 
discuss the budget for 2019. The visit will also 

represent a step in preparing the Article IV 
consultation mission to take place early next 
year,” IMF resident representative for Romania 
and Bulgaria, Alejandro Hajdenberg, said last 
week. 

The last Article IV consultations with Romania 
took place in June. 
Currently, Romania has no ongoing funding 
agreement with the IMF. 
Romania's real gross domestic product (GDP) 
growth is projected to reach 4.0% in 2018 
before decelerating to 3.4% in 2019, the IMF 
said in the October edition of its World 

Economic Outlook report. 

 

Copyright 2018 SeeNews. All rights reserved. 
 

 

Romania rejects all bids at euro-

denominated bond tender  

06-Nov-2018  
BUCHAREST, Nov 6 (Reuters) - Romania 

rejected all bids at a tender to sell euro-
denominated five-year bonds on Tuesday, 
central bank data showed. 

Debt managers had planned to sell 150 million 
euros ($170.91 million). It last sold euro-
denominated domestic bonds in July at an 
average accepted yield of 0.33 percent. On 
Tuesday, bids totalled 289.4 million euros. 

Romania sold 34.7 billion lei and 361 million 
euros of domestic debt this year. The finance 
ministry has also tapped foreign markets for 

3.75 billion euros of 2028, 2029, 2030, 2039 
Eurobonds and $1.2 billion of 2048 dollar bonds. 
 
($1 = 0.8777 euros) 
(Reporting by Luiza Ilie 
Editing by Radu Marinas) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 

Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Romania aims to join OECD, achieve 

emerging market status, enter 

Schengen  

08-Nov-2018  
BUCHAREST (Romania), November 8 (SeeNews) 
- Romania short-term objectives are to join 
the  Organisation for Economic Cooperation 
and Development, acquire an emerging 
market status and enter the Europe's 
borderless Schengen area, finance minister 
Eugen Teodorovici said. 

"These achievements will ensure the rapid 
development of the Romanian economy,"  
Teodorovici said in a press release on 
Wednesday evening following a meeting with 
Jaewoo Lee, head of the International Monetary 
Fund (IMF) mission for Romania and Bulgaria. 
The main topics discussed by at the meeting 

were the prospects for economic development 
and the need to upgrade revenue administration 
plans and corporate governance. 
In June 2016, Romania and OECD agreed on a 
cooperation programme aimed at securing 
Romania an invitation to be among the next 
countries to join the organisation. 

Romania's accession to the OECD has been a 
major objective of Romania's foreign policy since 

2004. The country formally applied for accession 
in April 2004 and November 2012 but its 
candidacy was not considered. The country's 
accession to the OECD is included in the 2018-
2020 governance programme of the Social 
Democratic Party (PSD). 

Romania's Bucharest Stock Exchange, BVB, is 
currently classified as a frontier bourse and 
needs to fulfil certain criteria in order to be 
upgraded to the emerging market status. The 
main hurdle preventing the bourse from being 
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put on the watch list for an upgrade by MSCI 

and the FTSE Group is the number of companies 

that must meet fairly demanding criteria 
imposed by index provider MSCI concerning the 
market capitalization, the free float value and 
the daily liquidity in trading of those companies. 
In May, Romania's prime minister Viorica Dancila 
asked for the support of her Dutch counterpart 

Mark Rutte for the country's accession to the 
Schengen area, insisting that Romania has 
fulfilled all technical criteria to join it. The 
Schengen Area is an area comprising 26 
European states that have officially abolished 
passport and all other types of border control at 

their mutual borders. 
An IMF mission is visiting Romania during 
November 6-12 to assess the recent economic 

and financial developments in the country, 
update the macro-economic outlook and discuss 
the budget for 2019. The visit will also represent 
a step in preparing the Article IV consultations 

with Romania that would take place early next 
year, IMF resident representative for Romania 
and Bulgaria, Alejandro Hajdenberg, said last 
week. 
 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania sells 600 mln lei (129 mln 

euro) of 2020 T-notes, yield falls  

08-Nov-2018  
BUCHAREST (Romania), November 8 (SeeNews) 
- Romania on Thursday sold above target 600 

million lei ($147 million/129 million euro) of 
Treasury notes maturing on October 26, 2020, 

in line with target, central bank data showed. 
The average accepted yield fell to 3.75% from 
4.07% achieved at the last auction of 
government securities of the same issue held in 
October, the data indicated. 
Demand for T-notes, which carry an annual 

coupon of 2.30%, rose to 600 million lei on 
Thursday from 1.38 billion lei at the auction in 
October. 
The issue will be reopened on Friday, when the 

finance ministry hopes to raise 90 million lei in a 
non-competitive tender. 
Romania's finance ministry plans to auction 
4.7 billion lei ($1.17 billion/1 billion euro) 
worth of government securities in November, 
including 540 million lei in non-competitive 
offers. 

Since the beginning of 2018, the finance 
ministry has sold almost 35 billion lei and 361 
million euro of domestic debt this year. It has 
also raised 3.75 billion euro on international 

markets from the sale of 2028 and 2030 
Eurobonds, as well as $1.2 billion of 2048 dollar 
bonds. 
 
(1 euro=4.6630 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 

 

Russia 

Rouble up from 4-week lows, gov't 

bonds under pressure  

09-Nov-2018  
MOSCOW, Nov 9 (Reuters) - The rouble firmed 

on Friday, recovering from four-week lows, 
while Russian government bonds remained 
under pressure after the finance ministry 
indicated it could increase OFZ bonds offering. 

At 0730 GMT, the rouble was 0.2 percent 
stronger against the dollar at 66.78, stepping 

away from its weakest level since Oct. 11 of 
66.95 it hit a day earlier. 
Against the euro, the rouble gained 0.3 
percent to 75.76. 
It remains under pressure from a rising dollar 
after the U.S. Federal Reserve reaffirmed its 
hawkish monetary policy stance and stayed 
on course for a December interest rate hike. 

The rouble felt some negative impact from 

selling pressure in the bond market ignited by 
the finance ministry's statement that it would 
like to offer more OFZ treasury bonds at its 
weekly auctions. 
Yields in 10-year OFZ bonds, which move 
inversely with their prices, rose to 8.83 percent 
on Thursday and on Friday hovered at this level, 

its highest since Oct. 12. 
OFZ prices fell after Konstantin Vyshkovsky, 

head of the state debt department at the finance 
ministry, said on Thursday the ministry is 
considering increasing the weekly offering of 
OFZ bonds to up to 30 billion roubles ($448.72 
million) from 10-20 billion roubles in previous 

weeks. 
Now, to stabilise the market and avoid a further 
drop in OFZ prices, the finance ministry would 
need to cancel its weekly auctions next week if 
the market mood does not improve by then, said 
Kirill Tremasov, head of research at Loko-Invest. 

"Otherwise we will see yields above 9 percent," 
said Tremasov, who earlier served as the head 
of the economy ministry's macroeconomic 

forecasting department.  
Russian stock indexes were down. The dollar-
denominated RTS index was down 1.2 percent to 
1,141.6 points, while the rouble-based MOEX 

Russian index fell 0.7 percent to 2,421.7 points. 
 
(Reporting by Andrey Ostroukh; additional reporting 
by Darya Korsunskaya; editing by Jason Neely) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 
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LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentina issues 17 mln USD in debt  

06-Nov-2018  
BUENOS AIRES, Nov. 6 (Xinhua) -- Argentina 

on Tuesday announced it was issuing 17 
million U.S. dollars' worth of debt (about 637 
million pesos) in treasury bills, known locally 
as Letes. 

The move, aimed at bolstering the peso, 

lowering inflation and raising revenue, offers 

182-day treasury bills in local currency at 51.25 
percent semiannual interest. The bills come due 
in May 2019. 
Argentina's cash-strapped government last 
issued debt at the end of October, worth some 
67 billion pesos (1.9 billion U.S. dollars), with 

due dates in May 2019 and April 2020. 
The government has secured a 57 billion U.S. 
dollar loan from the International Monetary Fund 
(IMF), the biggest in the fund's history, "for 
budget support." 
The disbursement schedule runs through 2021.  
 
Copyright (c) 2018 Xinhua News Agency 
 
 

Fitch Affirms Argentina at 'B'; Revises 

Outlook to Negative  

07-Nov-2018  

Fitch Ratings-New York-November 07: Fitch 

Ratings has affirmed Argentina's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B' and revised the Rating Outlook to 
Negative from Stable. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The revision of Argentina's Outlook to 
Negative from Stable reflects sharply weaker 
economic activity and uncertain prospects for 
multi-year fiscal consolidation and market 
financing availability as IMF funds are used 
up, posing risks to sovereign debt 

sustainability. Fitch assumes that in 2019 the 
government will achieve the fiscal adjustment 
targeted in the budget and that the recently 

renegotiated IMF program will help it fully cover 
its financing needs, but sees downside risks 
amid a nascent economic recession and election 
cycle. After 2019, prospects for further fiscal 
consolidation, economic recovery and restoration 
of external market access are uncertain and are 
likely to be sensitive to the election outcome. 

Intense macroeconomic instability in 2018, 

marked by a major depreciation in the peso, 
have dramatically weakened Argentina's near-
term growth prospects. Fitch projects real GDP 
will contract 2.7% in 2018 and 1.7% in 2019, 
driven by a collapse in confidence and erosion of 
real incomes as inflation has shot upward. The 

authorities are pursuing a more aggressive 

tightening of fiscal and monetary policy as part 

of a re-negotiated program with the IMF, which 
will weigh further on growth, although it could 
also provide some support to the extent that it 
helps stabilize expectations. 
Prospects for economic recovery in the medium 
term are unclear. Private investment is likely to 

remain in a cautious mode amid macroeconomic 
and political uncertainty. Difficult 
macroeconomic adjustments have involved 
setbacks to the microeconomic agenda, such as 
budgeted tax hikes that reverse a prior push 
toward reducing high tax pressures, and may 

divert political capital from other reform 
priorities (e.g. labor reform). 
Fitch projects inflation will rise to 47% in 
2018 from 25% in 2017 on pass-through from 
peso depreciation and moderate to 27.5% in 
2019 on weak domestic demand and greater 

peso stability. A faster decline is likely to be 
hindered by inertial pressures from wage 
negotiations in 2019 and re-opening of 2018 

agreements before then, which are likely to 
confer large nominal hikes to compensate for 
real wage losses this year. 
Against this difficult backdrop, the government 
appears to be on track to meet its more 
ambitious fiscal consolidation targets - the key 
criterion in the new IMF program. Fitch expects 

the authorities will meet (and likely outperform) 
their target to reduce the primary deficit to 

2.7% of GDP in 2018, from 3.8% in 2017, and 
secure approval of a proposed 2019 budget that 
targets an ambitious reduction to 0% via tax 
hikes (namely new export duties) and spending 

cuts. Its ability to advance an austere budget for 
an election year without a congressional 
majority appears to be an encouraging sign that 
the opposition has incentives to support rather 
than obstruct fiscal adjustment at this juncture. 
Fitch expects these targets to be met, lowering 
the overall deficit to 5.5% of GDP in 2018 and 

3.7% in 2019. 
However, fiscal risks are tilted to the downside. 
Social security already represents most of 
primary spending and could continue growing in 

real terms given indexation to higher past 
inflation. The authorities expect revenues (net of 
export duties) to be resilient to the recession, 

but this could pose a greater downside risk 
following real declines in tax collections and 
social security contributions in recent months. 
The fiscal outlook after 2019 is more uncertain 
given elections. The implementation of a major 
reduction in discretionary spending will leave 

narrower room for further cuts, and political will 
to take up a reform of social security - the major 
source of budget pressure - is not yet clear. 
Fitch estimates that sovereign financing needs of 
USD39 billion in 2019 will be covered by USD23 

billion in scheduled IMF disbursements, loans 
from other IFIs, and rollover of intra-public 

sector borrowings. This availability of funds and 
some over-financing in 2018 should allow the 
sovereign to avoid seeking new external market 
financing and only partially roll over short-term 
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Letes. External market access will become 

important again starting in 2020 as scheduled 

IMF disbursements wind down and a year later 
as repayments come due, but market sentiment 
is likely to be sensitive to an uncertain economic 
and political outlook. 
Fitch projects central government debt will 
jump to 93% of GDP in 2018 from 57% in 
2017 due to peso depreciation, and decline to 

89% in 2019. This projected decline primarily 
reflects the transitory effect of a high GDP 
deflator relative to peso depreciation, 
underscoring risks to debt sustainability given 
uncertainty in these variables, contracting 
real GDP, high real interest rates on new debt, 
and persistent albeit lower fiscal deficits. 
Argentina's net borrowing has also widely 
exceeded reported deficits in recent years, 

reflecting additional below-the-line borrowing 

needs that may challenge debt reduction. 
General government debt (consolidating central 
and provincial debt with social security holdings) 
estimated to reach 92% of GDP in 2018 is well 
above the current 'B' median of 58%, even net 
of around 24pp held by the central bank. 

The central bank's (BCRA) new monetary 
strategy, in place as of October, targets money 
supply growth instead of inflation and centers 
exchange rate policy around a crawling "non-
intervention" band. Stability in the exchange 
rate will rely fundamentally on the BCRA's 
influence over market forces, via the interest 

rates it validates to control peso supply, rather 
than on FX intervention, for which its 
ammunition is very limited. Reserves stood at 
USD54 billion as of end-October but have been 
propped up by multilateral loans, while "own" 
reserves net of such FX liabilities have fallen to 
just USD15 billion from USD30 billion at end-

2017 owing to FX intervention throughout the 
year. 
The new monetary strategy has involved a hike 
in interest rates to around 6% in monthly terms. 
These rates amount to around 70% in annual 
terms (over 100% compounded), posing risks to 

the real economy and BCRA balance sheet if 
sustained for long. The new regime has 

succeeded in supporting a recovery in the peso 
so far, but the key test will come as the BCRA 
seeks to lower rates without stoking FX 
pressures. Its adoption of the Leliq as its main 
sterilisation instrument could help smooth this 

process, as these can only be held by banks 
regulated by the BCRA, unlike the prior Lebac 
which was used by diverse actors in carry trade 
activity. 
Fitch projects that the current account deficit will 
fall to 4.5% of GDP in 2018 from 6.5% in the 
four quarters through 2018Q2, and to 2.1% in 

2019, on the weaker peso, contraction in 
domestic demand and a much better agricultural 

harvest. However, external adjustment could 
remain sensitive to the value of the peso. As of 
end-October, the peso was 10% below its 20-
year average in real, trade weighted terms, 

having already recovered from a low of 25% a 
month earlier. 

Argentina's 'B' rating reflects high inflation and 

economic volatility that have persisted despite 

efforts to tighten policies in recent years, a weak 
external liquidity position, and a heavy and 
highly dollarized sovereign debt burden. These 
weaknesses are balanced by high per-capita 
income, a large and diversified economy, and 
improved governance scores, although these 

structural strengths have provided a limited 
support to the sovereign's credit profile as 
demonstrated by its weak debt repayment 
record. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

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

Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final LT 
FC IDR. Large revisions to macroeconomic input 
variables 

•including real GDP growth, inflation, per-capita 
income and debt-to-GDP (largely capturing peso 
depreciation) - have resulted in a lower SRM 
score, and thus making it better reflective of the 
high macroeconomic volatility that Fitch had 
previously incorporated via a downward notch in 
the QO. As such, this downward notching has 

been removed. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 

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

collectively, could trigger a downgrade are: 
--Policy and political developments and/or 
economic weakness that heighten risks to debt 
sustainability or jeopardise access to IMF 
funding; 

--Further bouts of macroeconomic instability 
and/or erosion of international reserves. 

--Failure to recover access to external market 
financing; 
The Rating Outlook is Negative. Consequently, 
Fitch does not currently anticipate developments 
with a high likelihood of leading to a positive 
rating change. However, the main factors that, 

individually or collectively, could lead to a 
stabilization of the Outlook are: 
--Compliance with near-term fiscal targets, 
greater confidence that fiscal consolidation can 
be sustained and external market financing 
access re-established beyond 2019; 
--Evidence of recovery in economic activity, 

avoidance of renewed macroeconomic 
instability; 
--A sustained strengthening of the external 
liquidity position. 
KEY ASSUMPTIONS 
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--Fitch expects growth in key trading partner 

Brazil to accelerate to 2.2% in 2019 from 1.3% 

in 2018. 
Fitch has affirmed Argentina's ratings as follows: 
--Long-Term Foreign-Currency IDR at 'B; 
Outlook Negative; 
--Long-Term Local-Currency IDR at 'B; Outlook 
Negative; 

--Short-Term Foreign-Currency IDR at 'B'; 
--Short-Term Local-Currency IDR at 'B'; 
--Country Ceiling at 'B'; 
--Issue ratings on long-term senior unsecured 
foreign-currency bonds at 'B'. 
 
Media Relations: Elizabeth Fogerty, New York, Tel: +1 
212 908 0526, Email: 
elizabeth.fogerty@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Brazil 

Brazil's Bolsonaro faces first fiscal 

setback as judges' pay rises  

08-Nov-2018  
By Mateus Maia 
BRASÍLIA, Nov 7 (Reuters) - Brazil's President-

elect Jair Bolsonaro faced the first setback in 
his plans to reduce the country's massive 
deficit on Wednesday, as the Senate approved 

a 16 percent pay rise for the judiciary against 
his wishes.  

The far-right politician was elected last month on 
a wave of anger over corruption and economic 
recession, which he and many voters blamed on 
the leftist Workers Party's long reign in power. 
Bolsonaro, who takes the reins on Jan.1, has 
begun naming key cabinet posts and laying out 

his vision for government, but, like other leaders 
before him, has found making changes in Brazil 
may not be an easy task. 
He told reporters that it was "not the 
moment" to approve pay hikes. But the 
Senate went ahead and passed a bill raising 
judges' salaries, which serve as a benchmark 
for other public sector pay. This will add an 
estimated 4 billion reais ($1 billion) to next 

year's deficit. 

Bolsonaro's campaign pledges to merge the 
agriculture and environment ministries have also 
gone awry. 
As he named Congresswoman Tereza Cristina, 
the leader of Brazil's farm caucus, to be his 
agriculture minister on Wednesday, he ditched 

his initial plan to merge the two portfolios. 
The plan had faced opposition from 
environmentalists, who said it would lead 
deforestation to explode, and from the farm 
sector that feared it would strain trade 
relationships. 

Cristina is an agronomist from the major farm 

state of Mato Grosso do Sul. She is the first 
woman to be named as a minister by Bolsonaro, 
who has a history of making misogynistic 
remarks. 

Bolsonaro, who has said he wants to reduce the 

number of ministries, said on Wednesday he 

planned to merge the labor ministry with 
another, without providing details. 
SECURITY PRIORITY 
On his second day back in Brasilia as 
president-elect, Bolsonaro met with 
incumbent President Michel Temer to discuss 
prospects for what many say are urgently 
needed economic reforms. 

Bolsonaro said this week he would discuss with 
Temer the need to push through a pension 
overhaul this year to bring the deficit under 
control. 
At a news conference after the meeting, Temer 
said he had invited Bolsonaro to accompany him 
to the G20 summit from Nov. 30 to Dec. 1 in 

Buenos Aires, as part of the government 
transition. 
Bolsonaro also promised on Wednesday to 
prioritize a solution for Brazil's public security 
problems, a central plank in the former army 
captain's platform that emphasizes law and 
order.  

Augusto Heleno, the head of a group of retired 
army generals who backed Bolsonaro's 
presidential bid, will take the top security 
position in the new cabinet, a spokesman for the 
transition team said on Wednesday. Heleno had 
previously been announced as the next defense 

minister.  
Bolsonaro told reporters that the chief executive 

of state-controlled oil company Petroleo 
Brasileiro SA, Ivan Monteiro, was not expected 
to stay in the new administration. 
But GloboNews TV channel later reported that 
Bolsonaro would keep Monteiro, who took the 

helm of the world's most indebted listed oil 
company in June. Monteiro said Tuesday he was 
open to staying if invited. 
Petrobras did not immediately respond to a 
request for comment. 
Bolsonaro said he and his economic guru Paulo 
Guedes had not discussed the fate of central 

bank chief Ilan Goldfajn. 
His foreign minister will be a career diplomat, he 
said. 

 
($1 = 3.7317 reais) 
(Reporting by Ricardo Brito, Lissandra Paraguassú, 
Jake Spring, Anthony Boadle and Marcela Ayres in 
Brasilia and Marta Nogueira in Rio de Janeiro; Editing 
James Dalgleish and Rosalba O'Brien) 
(( anthony.boadle@tr.com +55-61-98204-1110; 
Twitter https://twitter.com/anthonyboadle) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Colombia 

Colombia to cut spending by $2.2 bln 

over three years  

07-Nov-2018  
BOGOTA, Nov 7 (Reuters) - Colombia will cut 

government spending by up to $2.2 billion 
over the next three years, President Ivan 

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 

  21 

Duque said on Wednesday, by trimming 
security, travel, gas and contractor costs. 

Duque, who took office in August, said during a 

speech he will ask all government institutions to 
take austerity measures beginning next year to 
save between six trillion and seven trillion 
Colombian pesos. 
"Next year we plan to generate savings on the 
order of 1.2 trillion (pesos), I hope we can 

increase that figure, I want more," Duque said in 
a speech to mark his first 90 days in office. 
The announcement comes as Duque's 
government tries to shepherd a controversial tax 
reform through Congress. The bill, which must 
be passed by the end of the year to come into 

force in 2019, aims to raise 14 trillion pesos 
($4.4 billion) to finance social programs. 

The reform would also cut corporate taxes and 
raise duties on middle and upper income 
earners, as well as expand the number of 
products subject to value added tax.  
It has been subject to fierce critique by the 

opposition and even by some members of 
Duque's own party the Democratic Center, but 
Duque, who lacks a solid majority in the 
legislature, has said he is open to modifications. 
"We are open to all discussions, but we have to 
do it based not just on raising the resources but 
on the economy permitting more investment, 

more job creation and correcting the inequalities 
of the tax system," he said. 
 
($1 = 3,154.55 Colombian pesos) 
(Reporting by Luis Jaime Acosta 
Writing by Julia Symmes Cobb) 
(( julia.cobb@thomsonreuters.com ; +57-316-389-
7187) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Cuba 

Cuba lowers economic growth forecast 

as trade continues to drop  

04-Nov-2018  

By Marc Frank 

HAVANA, Nov 4 (Reuters) - Communist-run 

Cuba’s economic growth will come in at 
around 1 percent this year, compared with the 
2 percent previously forecast, due to a fall in 
exports and tourism revenue, state-run media 
reported over the weekend. 

The Caribbean island's gross domestic product 
grew 1.8 percent last year and 0.5 percent in 

2016. 
Economy and Planning Minister Alejandro Gil 
Fernandez reportedly told a council of ministers 
meeting that the lowered GDP growth forecast 
for this year was due to "less than expected 
revenues from activities such as tourism, the 
harvest (sugar) and mining (nickel)," three key 

revenue sources for Cuba. 
Gil said austerity measures, which began in 
2016, would continue into 2019. They include 
cuts in energy and fuel to state companies and 
reduced imports of consumer goods and inputs 

for the economy. 

Cuba's economy is notoriously inefficient and 

dependent on foreign revenues. The government 
also spends a large amount of its revenue on the 
country's free healthcare system, education and 
other services. 
The Trump administration is also tightening 
sanctions on Cuba that have been in place for 

more than a half a century and which were 
loosened a bit under former U.S. President 
Barack Obama. 
Some economists have estimated that Cuba's 
import dependence is as much as 17 cents for 
every dollar of product produced. 

Cuba's GDP fell 35 percent in the 1990s after the 
fall of the Soviet Union, which supported the 
country financially during the Cold War. 

The rise of Hugo Chavez and his Venezuelan 
socialist revolution led to a partial revival of the 
Cuban economy as Venezuelan oil was sold to 
Havana at favorable terms and Cuba sent 

doctors and other goods to its ally. But the trade 
relationship has deteriorated due to Venezuela’s 
economic crisis and declining oil exports. 
Cuba’s export revenues have declined every 
year since 2014, even as debt payments 
mounted, offset somewhat by increased 
revenues from telecommunications and 

remittances, though those earnings are treated 
as state secrets. 
Combined exports and imports fell around 25 
percent from 2013 through 2017, with 
imports dropping to $11.3 billion from $15.6 
billion during that period, according to the 
government. 
In August, the government slapped a hold on 
already approved "non-essential" imports. 

Pavel Vidal, a former Cuban central bank 
economist who currently teaches at the 
Universidad Javeriana Cali in Colombia, said the 
country was piling up budget deficits to keep the 
economy growing. Cuba's budget deficit reached 
8 billion pesos last year, nearly 9 percent of its 
GDP, Vidal said. 

"This helps stimulate growth, but by 
accumulating a financial bubble in the form of 
public bonds in the hands of state banks," he 

said. "It can't go on forever." 
 
(Reporting by Marc Frank 
Editing by Paul Simao) 
(( marc.frank@thomsonreuters.com ; +537-833-3145; 
Reuters Messaging: 
marc.frank.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

AFRICA 
 

Kenya 

Kenya lawmaker targets foreign firms, 

decries China "invasion"  

08-Nov-2018  
•MP seeks to curb foreign firms' scope to bid 
for work 
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•Contracts under $9.8 mln would be out of 
bounds 

•China is Kenya's largest trade partner 
•Kenyans uneasy about growing reliance on 
China 
•China embassy declines comment on plan 
•Embassy says Beijing is "strategic partner" 
•China will not engage in trade war-embassy 

By George Obulutsa 
NAIROBI, Nov 8 (Reuters) - A lawmaker from 

Kenya's ruling party has proposed limiting 
foreign involvement in public contracts after 

what he said was an outcry about an influx of 
Chinese businesses driving out local 
companies. 
China has become Kenya's biggest trading 
partner, accounting for 17 percent of the East 
African nation's annual trade by value or more 

than $4 billion, heavily tilted in China's favour. 
That imbalance, together with growing Kenyan 

borrowing from China which is estimated at 21 
percent of Kenya's total public debt of 2.51 
trillion shillings ($24.67 billion), has started to 
ruffle feathers among Kenyans.  
A recent wave of Chinese investments in real 
estate, retail and road construction sectors has 
further added to the unease.  
"The hue and cry has been brought about by 
what I call the Chinese invasion," Rigathi 
Gachagua, a member of parliament from 
central Kenya, told Reuters by phone. 
He proposes amendments to the Public 
Procurement and Asset Disposal Act, 2015, to 
prevent foreigners from bidding for any 
contract valued at up to one billion shillings 
($9.83 million). 

Gachagua said the proposal was going through 

the legislative process and he aimed to bring it 
to parliament for debate in early 2019. The 
proposal has already garnered widespread 
support in the ruling Jubilee party and other 
parties, he said.  
Spokespeople for Jubilee and Kenya's trade 
ministry did not immediately return several calls 

and emails requesting comment. 
The government in late October issued a notice 
to ban tilapia fish imports from next year, a 
move widely interpreted as targeting China, a 

major source of tilapia imports to Kenya. 
China's embassy in Nairobi declined to comment 
on Gachagua's initiative, but said it hoped the 

issue of fish imports would be resolved amicably 
for the sake of the broader ties between the two 
nations.  
"As a strategic partner of Kenya, China will not 
be engaged in a trade war with Kenya, or even 
associate the issue of fish import with other 

cooperative projects," the embassy said in a 
statement. 
Like other African nations, Kenya has turned to 
China over the past few years for funds, 
technology and equipment to develop its 

infrastructure, including its biggest project since 
independence, a $3.2 billion railway linking 

Mombasa to Nairobi, which was opened last 
year. 
The growing reliance on Chinese finance has 
caused anger among many Kenyans, with critics 

saying that it places an unbearable debt burden 

on future generations. 

Gachagua said China was using its position as a 
lender to give its firms an unfair advantage over 
their local counterparts when it comes to 
competing for contracts. 
"They have taken all the businesses and they 
are also buying all the goods from China," he 

said.  
 
($1 = 101.7500 Kenyan shillings) 
(Editing by Duncan Miriri and William Maclean) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Morocco 

Morocco to sell La Mamounia hotel, 

power plant to cut 2019 budget deficit  

08-Nov-2018  
By Ahmed Eljechtimi 

RABAT, Nov 8 (Reuters) - Morocco plans to sell 

the five-star La Mamounia hotel in Marrakech 
and the Tahaddart power plant in a 
privatisation push to rein in the budget deficit 
in 2019, the government spokesman said on 
Thursday. 

The government approved a draft law allowing 

the sale of the two companies, Mustapha El 
Khalfi told a news conference. 

Morocco's 2019 draft budget aims to raise 5 
billion to 6 billion dirhams ($527 million-$633 
million) from selling state assets to cut the 
deficit to 3.3 percent of gross domestic product 
next year. The deficit is forecast at 3.8 percent 
in 2018. 
La Mamounia is 60 percent owned by state rail 

firm ONCF, with the rest equally split between 
state fund CDG and Marrakech city council. 
The 384 megawatt (MW) Tahaddart combined-
cycle power plant, which lies 30 km (19 miles) 
south of Tangier, is 48 percent owned by the 
national water and electricity utility ONEE. 

The spokesman did not say how much the 
government expected to raise from the sales. 
L'Economiste newspaper said the state could 
raise 3 billion dirhams from the hotel but did not 
give a source. 
The government did not approve the sale of 
several other public companies, including CIH 
bank, one of Morocco's best performing 

banks. But the government has not ruled out 
selling its 30 percent stake in Maroc Telecom. 

The spokesman said the government would 
restructure state firms and open more of them 
up to private investors.  
Morocco needs to lift revenues to finance extra 
spending worth 27 billion dirhams on education, 

health and youth employment. It also needs to 

cover a hefty bill for subsidies on cooking gas, 
sugar and wheat, which will cost the government 
18 billion dirhams in 2019. 
The state aims to raise 2 billion dirhams in 2019 
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and 2020 from a 2.5 percent solidarity tax on 

the net profit of firms with annual net profit 

above 40 million dirhams. It also aims to raise 
1.2 billion dirhams in 2019 by increasing a 
tobacco tax. 
The government says the measures will help it 
secure an agreement with the International 
Monetary Fund for a Precautionary and Liquidity 

Line (PPL) by the end of 2018. 
Morocco has also said it would issue an 
international bond next year, but said its size 
had yet to be determined. 
The draft budget forecasts the economy will 
grow by 3.2 percent in 2019 from 3.6 percent 

predicted this year. Inflation is expected to be 
below 2 percent. 
 
($1 = 9.4814 Moroccan dirham) 
(Reporting by Ahmed Eljechtimi 
Editing by Edmund Blair) 
(( ahmed.eljechtimi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mozambique 

Mozambique offers to share gas 

revenue in "tuna bond" restructuring 

06-Nov-2018  
•Maputo strikes deal with 4 creditors of 

Eurobond holder group 
•New amortising $900 mln bond will pay 
5.875 percent coupon 
•Government hopes to finalise restructuring 
early 2019 
•Deal needs approval of parliament and 75 
percent of bondholders  

By Karin Strohecker and Alexander Winning 
LONDON/JOHANNESBURG, Nov 6 (Reuters) - 
Mozambique has reached an agreement with 

the bulk of its creditors to restructure a 
$726.5 million Eurobond, including extending 
maturities and sharing future revenues from 
huge offshore gas projects, the finance 
ministry said on Tuesday. 

Mozambique has been battling to recover from a 

debt crisis after admitting in 2016 to $1.4 billion 
of previously undisclosed lending, much of which 
was supposed to be spent on a tuna fishing 

fleet. 
The disclosure prompted the International 
Monetary Fund and foreign donors to cut off 
support to the southern African state, triggering 
a currency collapse and a default on sovereign 
debt. 
Under the deal, Mozambique would issue a new 

$900 million Eurobond maturing in 2033 with a 
coupon of 5.875 percent - just over half what 
the current outstanding bond was designed to 
pay in interest.  
Principal repayments of the bond, roughly 

equating to the outstanding sum plus just over 
$180 million in unpaid interest, would begin in 

2029. 
Through a separate instrument, creditors would 
also receive 5 percent of future fiscal revenues 

from the Area 1 and Area 4 natural gas projects, 

though payments would be capped at $500 

million. 
A bondholder close to the situation said the plan 
would provide Mozambique with cash flow relief 
of around 85 percent.  
"It is a good deal, there are no winners or losers 
here. All the parties wanted to define a package 

that is fit for the reality in Mozambique, finding a 
robust structure with low probability of default in 
the future and that will mirror the cash flows," 
the investor told Reuters. 
Mozambique's Rovuma Basin boasts natural gas 
resources of around 180 trillion cubic feet, 

enough to underpin massive liquefied gas export 
plants under development by global energy firms 
including Exxon Mobil, Anadarko and Eni. 

Eurobond holders had pushed for an instrument 
linked to the expected gas windfall, a demand 
Maputo had previously rejected. 
Investors welcomed the change in stance but 

some said it was not without risks. "If we get 
lower oil prices, higher construction costs or long 
delays, there is a risk of significantly lower 
recovery than $500 million," the bondholder 
said. 
The existing bond rallied sharply following the 
proposal, rising more than 9 cents to above 92 

cents. 
The ministry's statement made no mention of a 
$535 million loan to Mozambique Asset 
Management (MAM) and a $622 million facility 

for maritime security projects at Proindicus 
arranged by Russian lender VTB and Credit 

Suisse.  
Mozambique was charged almost $200 million in 
arrangement and contractor fees by VTB and 
Credit Suisse, according to an independent audit 
of loans totalling $2 billion. 
Credit Suisse has said the contractor fees were 
effectively passed on to syndicate loan members 

or bondholders. 
NOT THERE 
Yet the deal is not quite over the finishing 
line. Support from creditors holding 75 
percent of the bond will be needed to activate 
the collective action clauses.  

Mozambique said the four creditors who had 
agreed in principle to the restructuring - Farallon 
Capital Europe LLP, Greylock Capital 

Management, LLC, Mangart Capital Advisors SA 
and Pharo Management LLC - controlled around 
60 percent of the 2023 bond. 
Apart from these four, the steering committee of 
the Global Group of Mozambique Bondholders 
(GGMB) that has headed the talks includes asset 

manager Franklin Templeton Investment 
Management Limited.  
"There is still some room to go to get everybody, 
but I think they must feel confident they can find 
that by making that statement," said Stuart 

Culverhouse, head of sovereign & fixed income 
research at Exotix.  

Franklin Templeton did not respond to a request 
for comment. 
"The deal would only make a relatively small 
dent in Mozambique's overall fiscal problem," 
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wrote William Jackson, chief emerging markets 

economist at Capital Economics in a note. 

"Mozambique's public debt ratio, at around 120 
percent of GDP, will remain the highest in sub-
Saharan Africa." 
 
(Reporting by Karin Strohecker in London and 
Alexander Winning in Johannesburg, 
Editing by Joe Brock and Ed Osmond) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Mozambique says Eurobond 

restructuring a relief for its budget  

08-Nov-2018  
•Mozambique to restructure $726.5 million 

Eurobond 
•Finmin says restructuring plan has good 
terms 
•IMF says to continue supporting Mozambique  

By Olivia Kumwenda-Mtambo 
MAPUTO, Nov 8 (Reuters) - Mozambique's 
agreement with the bulk of its creditors to 
restructure a $726.5 million Eurobond has good 
terms and conditions and was "a relief for the 

budget", Finance Minister Adriano Maleiane said 
on Thursday. 
Mozambique, which has missed several 
repayments, said on Tuesday it had struck an 
agreement with the bulk of its creditors to 
restructure the Eurobond, including extending 
maturities and sharing future revenue from 
offshore gas projects. 

Under the deal, Mozambique would issue a new 

$900 million Eurobond maturing in 2033 with a 
coupon of 5.875 percent - just over half what 
the current outstanding bond was designed to 
pay in interest. 
"It's a relief for the budget until the time we get 
additional revenue," Maleiane told a business 
conference in Maputo. 

Speaking to Reuters on the sidelines of the 
conference, the minister said: "The commercial 
terms we reached with the four members of 

bondholders ...I think it's good terms and 
conditions." 
The four creditors who had agreed in principle to 

the restructuring controlled around 60 percent of 
the 2023 bond. Support from creditors holding 
75 percent of the bond will be needed to activate 
collective action clauses. 
Maleiane could not comment on whether he was 
confident he would get the support needed to 
seal the deal. 

"I can't say anything on behalf the fifth group, 
but I think they are now interacting and 
digesting the proposal and they will come up 
with something before or at the meeting we 
have to convene in the first quarter of 2019." 

Maleiane also said Mozambique was still in 
discussion with creditors over a $535 million 

loan to Mozambique Asset Management (MAM) 
and a $622 million facility for ProIndicus, a 
state-owned maritime security company. 

"We haven't reached any agreement on kind of 

instruments or timeframes," he said referring to 

talks over restructuring the two loans. 
IMF SUPPORT 
A group of syndicated loan members who lent 
money to ProIndicus were looking for a 
similar restructuring deal that has been 
agreed with Eurobond holders, a spokesman 
for the lenders said on Wednesday. 

Maleiane reiterated that it was a priority for 

markets to trust Mozambique, which has been 
battling to recover from a debt crisis, two years 
after it acknowledged $1.4 billion of previously 
undisclosed lending. 
The disclosure prompted the International 
Monetary Fund and foreign donors to cut off 
support to Mozambique, triggering a currency 

collapse and a default on sovereign debt. 
"We are still to analyse the terms," Ari Aisen the 
IMF's resident representative in the southern 
African nation told the conference, referring to 
the restructured Eurobond. 
"We are going to continue supporting 

Mozambique in pursuit of good governance, 
transparency and accountability, which are part 
of a framework required for a stable 
microeconomic environment." 
 
(Additional reporting by Manuel Mucari 
Editing by James Macharia) 
(( Tanisha.Heiberg@thomsonreuters.com ; 
+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

IMF says has good relations with 

Mozambique  

08-Nov-2018  
MAPUTO, Nov 8 (Reuters) - The International 

Monetary Fund and Mozambique have a "very 
good" relationship, the Fund's resident 
representative in the southern African nation 
said on Thursday, years after cutting off 
support to the southern African state. 

Mozambique's economy was hurt by a debt crisis 
after admitting in 2016 to $1.4 billion of 

previously undisclosed lending. The disclosure 
prompted the IMF and foreign donors to cut off 

support to the southern African state, triggering 
a currency collapse and a default on sovereign 
debt. 
 
(Reporting by Olivia Kumwenda-Mtambo 
Editing by James Macharia) 
(( james.macharia@thomsonreuters.com ; Tel: +27 11 
775 3168; Reuters Messaging: 
james.macharia.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Nigeria 

Nigeria plans London roadshow ahead 

of $2.8 bln Eurobond sale  

08-Nov-2018  
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By Chijioke Ohuocha and Alexis Akwagyiram 

ABUJA/LAGOS, Nov 8 (Reuters) - Nigerian 

officials will go on a roadshow to London next 
week ahead of a planned $2.8 billion 
Eurobond sale this month, two banking 
sources told Reuters on Thursday. 

The roadshow, which is being organised by Citi 
and Standard Chartered, will run from Nov. 12 
for three days and be attended by Nigerian 

Finance Minister Zainab Ahmed. 
Nigeria's upper house of parliament last month 
approved the Eurobond issue but advised the 
government to limit foreign borrowing and boost 
revenue. 
Last year Nigeria sold $3 billion in Eurobonds, 
part of which it used to fund its 2017 budget. 
It then followed with a $2.5 billion Eurobond 

sale in February to refinance local currency 
bonds at lower cost.  

Lawmakers said the new bond issue will raise 
foreign borrowing to 32 percent of Nigeria's total 
debt, up from 30 percent at June 2018.  
Nigeria, which emerged from recession last year, 
approved a three-year plan in 2016 to borrow 
more from abroad. It wants 40 percent of its 

loans to come from offshore sources to lower 
borrowing costs and help to fund record-high 
budgets. 
President Muhammadu Buhari, who plans to 
seek a second term in next year's election, 
signed 2018's record 9.12 trillion naira ($29.8 
billion) budget into law in June as part of efforts 

to foster economic growth. 
Nigerian officials met fund managers in 
September on a non-deal roadshow in New York 
to update bondholders on the country's growth 
plans. 
 
($1 = 305.6500 naira) 
(Reporting by Chijioke Ohuocha and Alexis 
Akwagyiram 
Editing by Mark Potter and David Goodman) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Seychelles 

Seychelles sells Blue bond  

09-Nov-2018  
SINGAPORE, Nov 2 (IFR) - The Republic of the 

Seychelles has announced the first sovereign 
"Blue bond", aimed at protecting oceans. 

The US$15m bond, developed with the 
assistance of the World Bank, was placed to 
three investors: Calvert Impact Capital, Nuveen 

and Prudential. 
The bond has a US$5m guarantee from the 
World Bank, and is also supported by a US$5m 

concessional loan from the Global Environment 
Facility which will partially cover interest 
payments. 
The bond has a 10-year maturity and coupon 

of 6.5%, which the World Bank said was 
effectively reduced to 2.8% with the GEF 

support. 

Proceeds will contribute to the World Bank's 

South West Indian Ocean Fisheries Governance 

and Shared Growth programme, which helps 
countries in the region to manage their marine 
resources sustainably. 
“The transaction was exclusively targeted at SRI 
portfolios and saw strong interest from investors 

who were all very keen to support this ground-
breaking initiative," said Hussain Zaidi, 
managing director, Bond Syndicate West at 
Standard Chartered Bank. "Following deal details 
going public we have had a number of 
discussions with both investors and issuers on 
this topic and expect further activity in this 

space in the coming months.” 
The government of the Seychelles will place 
US$12m in an investment fund managed by 
Development Bank of the Seychelles and 
US$3m in a grants fund managed by the 
Seychelles Conservation and Climate 
Adaptation Trust. 

Fish products make up 95% of the total value of 
the country's exports, and the fisheries sector 

employs 17% of the population, according to the 
World Bank. 
Standard Chartered was placement agent. 
StanChart recently created a new Sustainable 
finance team and announced it would cease 
financing new coal-fired power plants. 
“The development of sustainable financing 

solutions in our footprint markets is a key focus 

for Standard Chartered and we are proud to be 
involved in the first ever Blue bond," said Zaidi. 
"Despite the relatively small issue size it was 
very heartening to see the strong market 
reception to the deal which bodes well for 

further issuances in this space.”  
 
(Reporting by Daniel Stanton and Frances Yoon; 
Editing by David Holland) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia 

Zambia sees fiscal deficit at 7 percent 

in 2018  

08-Nov-2018  
LUSAKA, Nov 8 (Reuters) - Zambian Finance 

Minister Margaret Mwanakatwe expects the 

country's fiscal deficit to be around 7 percent 
of gross domestic product in 2018, she said 
on Thursday. 

Mwanakatwe also told a news briefing that 
Zambia's external debt at the close of third 
quarter was $9.51 billion from $9.37 billion at 
end of second quarter of 2018.  

The International Monetary Fund (IMF) has 

raised concerns over high borrowing by Africa's 
second largest copper producer. Mwanakatwe 
said Zambia was committed to implementation 
of austerity measures to limit debt risk distress. 
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(Reporting by Chris Mfula 
Editing by James Macharia) 
(( james.macharia@thomsonreuters.com ; Tel: +27 11 
775 3168; Reuters Messaging: 
james.macharia.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zimbabwe 

Zimbabwe sees 2019 budget deficit at 

4 percent of GDP  

08-Nov-2018  
HARARE, Nov 8 (Reuters) - Zimbabwe wants to 

reduce its budget deficit to 4 percent of gross 
domestic product in 2019, down from an 11.1 
percent forecast this year through various 
expenditure cuts, Finance Minister Mthuli 

Ncube said on Thursday. 

The deficit widened after President Emmerson 
Mnangagwa's government cranked up spending 
by increasing public sector salaries and 
purchasing farming inputs for rural farmers 
ahead of a disputed July 31 presidential election. 
Ncube told members of parliament during a pre-

budget briefing that the government would stop 
the central bank's quasi-fiscal operations such as 
providing direct funding for projects, review 
annual bonuses to the public service, cut foreign 
travel and perks for senior officials. 
Ncube said the government would also 
partially sell or list its shares in telecoms, 
banking and mining companies it owns in a 

period of six to nine months from now. 

Past efforts by former finance minister Patrick 
Chinamasa to rein-in spending under Robert 
Mugabe's rule failed, partly due to lack of 
political support, analysts say. 
Ncube is under pressure to push through the 
reforms needed to lift Zimbabwe's stricken 

economy and attract foreign lenders. 
Zimbabwe, which dumped its currency for the 
U.S. dollar in 2009, is facing acute dollar 
shortages, which has seen prices of imported 
goods, including medicines spiral in recent 

weeks. 
 
(Reporting by MacDonald Dzirutwe 
Editing by James Macharia) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 

GLOBAL 
 

Moody's warns pressure rising on 

global sovereign ratings  

06-Nov-2018  
By Marc Jones 

LONDON, Nov 6 (Reuters) - Credit ratings 

agency Moody's warned on Tuesday that 

heavyweight economies such as the United 
States, China and Italy as well as emerging 

markets like Turkey, Brazil and Argentina 
were all facing rising rating pressures.  

A new report by a group of top Moody's 
sovereign analysts said the global picture for 
ratings was still stable overall but flagged the 
problems of slowing world growth, stark political 
risk, high debt levels and febrile markets. 
"Our outlook for 2019 (for sovereign 
creditworthiness) hinges on our expectations 
of a gradually slowing macro environment 
over the near term," the report said.  

"While our base case is that the expected 
slowdown in global growth will be gradual and 
mitigated by a recovery in emerging markets 
such as Turkey, Brazil and Argentina, the risk of 
a sharper correction is rising." 

It added that domestic or geopolitical strains 
continued to pose the greatest tail risk to 
sovereign ratings. 
The confrontational trade and foreign policy of 
the United States was posing "an increasingly 
far-reaching threat to global confidence and 
growth", while shocks such as Brexit and 

political developments in Italy could reignite 
financial instability across Europe. 
With interest rates in the largest economies 
still at historically low levels and government 
balance sheets increasingly strained, the 
space for supportive policy action among the 
main engines of global growth was also 
limited.  

A confidence shock could therefore reverberate 

through world economies while rising geopolitical 
tensions between and within regional blocs 
suggested a diminishing appetite for the kind of 
concerted global response seen after the 
financial crisis. 
"Among advanced economies, Italy, Japan and 

the U.S. face deteriorating fiscal outlooks given 
their limited progress with fiscal reforms," the 
report said. 
Despite China's continued focus on deleveraging 
and de-risking, a more accommodative fiscal 
and monetary policy to offset weaker external 
demand as a result of U.S. trade tensions is 

likely to slow that deleveraging process.  
Brazil's pending pension reform remains 
"critical" to its fiscal sustainability and Turkey, 
Argentina, Pakistan, Sri Lanka and Zambia all 
need to address fiscal and external imbalances. 
"Our stable outlook for 2019 assumes that the 
widespread consensus among policymakers of 

the need to (repair their finances) is somehow 
sustained," the report said. 
"But the benign window within which to 
implement often unpopular policies is narrowing, 
and the willingness to do so is dissipating."  
 
(Reporting by Marc Jones; editing by Andrew Roche) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
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