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ASIA 
 

China 

China regulators publish new rules on 

bond trading  

04-Jan-2018  
SHANGHAI, Jan 4 (Reuters) - China's financial 

regulators have published new rules to 
regulate bond trading, with a focus on 
restricting leverage and explicitly banning 

under-the-table deals designed skirt rules, 
people familiar with the matter told Reuters. 

The new rules urge financial institutions to 
report financial data to regulators if their 
outstanding repo and reverse repo volumes 
exceed a certain limit. The sources did not 
specify what the data was. 

The rules were jointly issued by the People's 
Bank of China and China's banking, securities 
and insurance regulators, according to a copy 
seen by Reuters and confirmed by three sources. 
The PBOC did not immediately respond to faxed 
questions about the rules. 

 
(Reporting by Shanghai Newsroom; Editing by Sam 
Holmes) 
(( samuel.shen@thomsonreuters.com ; +86 21 6104 
1789; Reuters Messaging: 
samuel.shen.thomsonreuters.com@reuters.net )) 
 
 

Beijing will allow a local government 

default  

05-Jan-2018  

By Christopher Beddor 
WASHINGTON, Jan 4 (Reuters Breakingviews) - 
Investors in Chinese bonds should prepare for 
a nasty surprise in 2018. Beijing’s tolerance 
for off-balance sheet municipal borrowing has 

faded as debt levels have exploded. In the 
name of repricing risk, regulators will allow the 

once-unthinkable: a big default by a local 
government financing vehicle. 

LGFVs became popular in China during the 
global financial crisis. The budget law prevented 

localities from going directly into debt, but 
Beijing needed to stimulate quickly. With the 
connivance of the central government, regional 
officials created thousands of arms-length 
entities that could raise money to goose growth. 
More than nine years have passed since Lehman 
Brothers collapsed, but these structures are still 

in business. They have around $600 billion 
worth of bonds outstanding issued domestically 
over the last two years, Fitch estimates, 
equivalent to 5 percent of GDP, but they keep 

running into trouble. In April, troubled LGFV 
Jiangsu NewHeadline Development became the 
first to be downgraded by an international 

ratings agency.  
In 2014 Beijing tried to address the situation 
by revising the budget law and launching a 
municipal bond market. High-yielding LGFV 
securities were to be swapped for lower-
yielding munis, easing debt service costs and 
improving transparency. Local government 
guarantees would be stripped from LGFV debt. 

Lacking official backing, the vehicles were 

supposed to roll into the sunset. 
As the economy started wobbling in 2014 and 
into 2015, however, officials softened. LGFV 

liabilities grew 25 percent in 2015 and the pace 
remained above 20 percent going into 2016, the 
Financial Times reported, citing a confidential 
World Bank study. They’ve increasingly tapped 

offshore markets too. LGFV offshore bond 
issuance doubled to $12 billion in 2016, Reuters 
IFR reported, citing Moody’s data. 
But in 2017 debt leapt back into focus, and 
the government resumed its hard line. In May, 
six financial regulators joined hands to order 
local governments to stop issuing “illegal 

guarantees.” In December a central bank 

official publicly floated the idea of a local 
government default. The natural next step is 
allowing a rickety entity collapse and letting 

everyone watch investors lose money. 
China’s nervous bond market, where yields are 
already under pressure due to a campaign 
against shadow banking, will sell off on the 

news. While Beijing is unlikely to tolerate an 
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onshore rout, the same won’t be true offshore. 

CONTEXT NEWS 

- Xu Zhong, the head of the People’s Bank of 
China’s research bureau, wrote in an editorial 
published Dec. 25 that officials should allow local 
governments and state-owned enterprises to go 
bankrupt. A failure similar to Detroit’s 2013 
bankruptcy in the United States could break the 

“implicit guarantee” that Beijing will stand 
behind such debts, Xu argued.  
- His comments come just days after China’s 
Ministry of Finance said it would crack down on 
“implicit debt” in the coming year. “The illusion 
that the central government will provide a 

financial guarantee should be smashed,” the 
ministry was quoted as saying. 
 
(Editing by Pete Sweeney and Sharon Lam) 
(( christopher.beddor@thomsonreuters.com ; Reuters 
Messaging: 
christopher.beddor.thomsonreuters.com@reuters.net 
)) 
 
 

India 

Bond sell-off clouds Indian bank recap  

05-Jan-2018  
•Bonds: Rising yields cost Indian banks 

Rs155bn in December quarter 
By Krishna Merchant 

SINGAPORE, Jan 5 (IFR) - Rising bond yields in 

India are casting fresh doubts over the 
government’s plan to recapitalise the banking 
sector, as state-owned lenders face huge 
losses on their fixed-income portfolios. 

The 10-year rupee government benchmark hit a 
17-month high on December 28 and was at 
7.337% on Thursday, up almost 70bp since the 
end of September.  

Icra estimates the sell-off caused Rs155bn 
(US$2.4bn) of mark-to-market (MTM) losses on 
banks' liquid bond holdings in the final three 
months of 2017, with public sector banks 
accounting for 80% of that figure. 
The heavy losses add to the challenge for India's 

financial institutions, which are struggling to 
rebuild their capital ratios after a spike in bad 
loans.  
The government restored confidence in the 
sector in late October with a Rs2.11trn 
recapitalisation plan for state-owned banks, split 
between direct government injections, the public 

markets and a state-sponsored issue of 
recapitalisation bonds.  
But Karthik Srinivasan, group head for financial 
sector ratings at Icra Ratings, warned that rising 
bond yields could force the government to inject 
more capital into the sector.  
“Losses on the investment portfolio may 

necessitate higher quantum of capital 
frontloading into PSBs by the government of 
India during FY18,” he wrote in a January 2 
research note.  
The rating agency measured only the portion of 
fixed-income holdings marked as available for 

sale, accounting for roughly 25% of Indian 

banks' total portfolios. Most government bonds 

are held to maturity, without the need to mark 
to market.  
Still, other analysts agree that state banks' 
extensive bond holdings are cause for concern.  
ICICI Securities estimated that a 50bp yield 
movement would mean MTM losses of Rs36.4bn 

for State Bank of India alone, based on the 
Rs2.43trn of government securities available for 
sale in the bank's investment portfolio at the 
end of September.  
“The potential impact could still be sizable, 
depending on the duration of the bond 
holdings and the extent of the yield 
movement,” said Saswata Guha, a director at 

Fitch Ratings. 

Indian yields are rising on concerns over higher 
inflation and the government's failure to meet its 
fiscal deficit target of 3.2% for FY18 due to a 
revenue shortfall. The fiscal deficit is already 
running at 112% of its target for FY18 (up to 
November).  

BOND GLUT 
Indian banks are required to hold highly liquid 
securities - mostly government bonds - equal 
to 19.5% of net liabilities under statutory 
liquidity ratio requirements, but in practice 

they hold much more. India's scheduled 
commercial banks held Rs33.3trn of government 
securities at the end of October, accounting for 
31% of total deposits, according to Reserve 

Bank of India data.  
Banks have had limited opportunities to deploy 
the excess cash that flowed in following the 
2016 demonetisation, as credit growth was 
weak. Moreover, Indian banks are currently 
transitioning to Basel III standards by 2019, 

which require them to maintain high-quality 
liquid assets to cover any periods of stress.  
"Banks have limited options outside government 
bonds," said Guha at Fitch. "If yields continue to 
harden, it will have a MTM impact for banks, 
which have significant holdings in government 
bonds, well in excess of minimum SLR 

requirements."  
Indian state-owned banks posted combined 
losses before tax of Rs56.24bn in the first half 
of FY18, and the MTM losses on their fixed 
income holdings will further erode capital 
ratios, according to Icra. 

Some market participants feel the 
recapitalisation plan of Rs2.11trn for the state-
owned banks may not be enough.  

"The MTM losses are huge; a second 
recapitalisation tranche will be needed to fund 
the losses," said a trader at a foreign bank.  
However not all agree. Some public sector banks 
have announced share sales to qualified 
institutional investors to boost their capital 

ratios, and the recap plan has boost stock prices 
across the sector. The government may also 

have some flexibility around its plans to sell 
Rs1.35trn of recapitalisation bonds over the next 
two years.  
"It is too early think recap bonds are not 
enough," said Soumya Kanti Ghosh, group chief 
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economic adviser at SBI.  
In the longer term, analysts are looking for a 
rebound in credit growth and decrease in non-
performing assets to boost profitability in the 
banking sector.  

"In a rising interest rate scenario, banks would 
typically try and reduce the duration to mitigate 
the impact" said Guha of Fitch. 
"Earnings recovery is essential for banks to be 

able to cushion the impact of MTM losses, which 
will not be possible without recovery in credit 
growth and stabilisation in credit costs." 
 
(This story will appear in the January 6 issue of IFR 
Asia magazine.; Reporting by Krishna Merchant; 
Editing by Dharsan Singh and Steve Garton) 
(( Krishna.Merchant@thomsonreuters.com ; +65 
64174544; )) 
 
 

Indonesia 

Indonesia's 2017 budget deficit at 2.57 

pct of GDP  

02-Jan-2018  

JAKARTA, Jan 2 (Reuters) - Indonesia's 

unaudited 2017 budget deficit is at 2.57 
percent of gross domestic product, Finance 
Minister Sri Mulyani Indrawati said on 
Tuesday, broadly in line with expectations.  

The government had estimated a deficit of 

around 2.6 percent compared with the official 
target of 2.92 percent announced in 2017 

budget plans in July. In 2016, Indonesia's 
budget deficit was 2.49 percent of GDP based on 
audited fiscal results. 
Indrawati said the country's revenue had 
improved last year compared with the 
previous year, which helped to keep the 
deficit under control. 

"On the revenue side, tax collection was at 91 
percent of the target, compared to the previous 

two years which were both at around 83 
percent," she told a news conference in Jakarta. 
The government was targeting a total revenue of 
1,736.1 trillion rupiah ($128.3 billion) in 2017, 

including a tax collection of 1,472.7 trillion 
rupiah. Indrawati said the government reached 

95.4 percent of its total revenue target. 
Meanwhile, it recorded 2,001.6 trillion rupiah in 
spending last year, or 93.8 percent of its target. 
The minister assured that the government 
remained supportive of infrastructure 
development, a key programme in Joko 
Widodo's presidency, despite expenditure not 

being fully absorbed. The government's capital 
spending grew 23 percent in 2017, Indrawati 
said. 
"This (growth) stressed the support of 
government spending to economic growth and 
our commitment to infrastructure development," 

she said. 

The government estimated 5.05 percent 
economic growth in 2017, lower than its target 
of 5.2 percent. The economy grew 5.02 percent 
in 2016. 

The government will released audited 2017 

results later this year.  

Following are details of last year's budget, 
compared with earlier plans for 2017 which were 
approved by parliament last July, and plans for 
2018. 
 
($1 = 13,535 rupiah) 
(Reporting by Tabita Diela; Writing by Fransiska 

Nangoy; Editing by Jacqueline Wong) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Indonesia sells 25.5 trln rupiah in bond 

auction, above target  

03-Jan-2018  

JAKARTA, Jan 3 (Reuters) - Indonesia's 

government sold 25.5 trillion rupiah ($1.89 
billion) in a bond auction on Wednesday, 
higher than an indicative target of 17 trillion 
rupiah, its financing and risk management 
office said in a statement. 

The ministry sold T-bills maturing in April 2018 
with a weighted average yield of 4.18900 
percent, while T-bills maturing in January 2019 

had a weighted average yield of 4.98840 
percent. 
Bonds maturing in May 2023 were sold with a 
weighted average yield of 5.79996 percent. 
Those maturing in May 2028 had a weighted 
average yield of 6.23665 percent. 
The weighted average yield for bonds 
maturing in May 2038 was 6.99998 percent, 
lower than 7.26298 percent from the previous 

auction on Nov. 14. 

The total incoming bids reached 86.21 trillion 
rupiah on Wednesday's auction, compared with 
38.92 trillion rupiah bids in the previous auction. 
The ministry aims to raise 194.5 trillion rupiah 
from their regular issuance of bonds and Islamic 
bonds at the first quarter, according to the 
financing and risk management office's website. 

The highest bid-to-cover ratio was 5.37 for the 
bonds maturing in May 2023.  
 
($1 = 13,486 rupiah) 
(Reporting by Nilufar Rizki; Editing by Jacqueline 
Wong) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Israel 

Israel to invest over $300 mln to boost 

manufacturing sector  

04-Jan-2018  

JERUSALEM, Jan 4 (Reuters) - Israel's Finance 

Ministry said on Thursday it plans to spend 
1.15 billion shekels ($333 million) in the 
coming years to increase the competitiveness 
of the country's industrial sector. 

The proposal will be submitted to the cabinet for 
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approval in the coming days to be part of the 

2019 state budget framework. 

Israel's manufacturing industry accounts for 10 
percent of the country's jobs and half its 
exports. Industrial output has averaged 1.7 
percent growth the past three years, lagging 
overall economic growth of 3.2 percent on 
average. 

A public committee headed by the ministry's 
director general, Shai Babad, recommended 
allocating 675 million shekels towards research 
and development and technological innovation, 
365 million shekels to increasing skilled 
manpower and 110 million shekels to removing 

regulatory barriers. 
"The plan ... will help provide the tools for 
traditional industry to improve human capital 

and productivity while adopting new 
technologies," Babad said. 
Israel is ranked 53rd out of 189 countries in the 
ease of doing business, down from 27 in 2007. 

 
($1 = 3.4488 shekels) 
(Reporting by Steven Scheer) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer)) 
 
 

Malaysia 

Malaysia says unlikely to meet 2020 

balanced budget goal  

04-Jan-2018  
KUALA LUMPUR, Jan 4 (Reuters) - Malaysia is 

unlikely to meet earlier targets it set for a 
balanced budget by 2020 and will need 

another two to three years to reach the goal, 
the country's second finance minister said on 
Thursday. 

The shift in the budget target follows comments 
by ratings agencies late last year that the 
Southeast Asian economy might struggle to 
meet its objectives in the stated timeframe due 
to a run up in spending. 

"I don't think by 2020 (the government) can 
achieve a balanced budget because if you do 
that, basically you will squeeze economic 
development," second finance minister Johari 
Abdul Ghani said at a conference, adding the 
government will have to spend in order to 
stimulate the economy. 

"We will try to extend it to 2022-23," he said. 
Johari reiterated projections stated previously 
that the fiscal deficit will be reduced to 2.8 
percent of gross domestic product this year from 
3 percent in 2017. 
Prime Minister Najib Razak has been able to 
lower Malaysia's fiscal deficit every year since 
taking power in 2009 and that has been 

significant for maintaining Malaysia's 
investment-grade sovereign credit ratings. 

However, some analysts are concerned the 
increase in government spending will hinder the 
pace of deficit reduction going forward. 

Najib, under pressure to shore up his 

government's popularity, in October unveiled a 

budget aimed at winning votes in a national 
election that must be held by August. 
He announced a spending increase of 7.5 
percent for 2018 from last year, and said the 
government plans to cut personal income tax for 
lower-income citizens, pay more to pensioners 

and spend billions on schools, hospitals and rural 
infrastructure. 
Post the 2018 budget announcement, ratings 
agency Moody's said it does not expect 
Malaysia to achieve the balanced budget 
target by 2020. Rising spending in the run up 
to the elections and lack of revenue reforms 
slowed the pace of deficit reduction, it said. 

Fitch, however, said in October Malaysia's 2020 

target would "require a step-up in consolidation 
efforts in 2019 and 2020, but is not 
unattainable." 
Najib faces his toughest election yet as he looks 
to counter bad publicity from a corruption 
scandal involving state-owned fund 1Malaysia 
Development Berhad (1MDB) and a growing 

challenge from Mahathir Mohamad, his former 
mentor turned rival. 
Malaysia's economy expanded at its fastest pace 
in more than three years in the third quarter of 
2017, a turnaround from 2016 when low oil 
prices hurt. 

 
(Reporting by Liz Lee; Editing by Sam Holmes) 
(( ananthalakshmi.as@thomsonreuters.com ; +603 
2333 8036; Reuters Messaging: 
ananthalakshmi.as.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/AnanthalakshmiA) ) 
 
 

International Reserves of Bank Negara 

Malaysia as at 29 December 2017   

05-Jan-2018  
The international reserves of Bank Negara 
Malaysia amounted to USD102.4 billion as at 
29 December 2017 compared to USD94.5 

billion as at end-2016. The reserves level as at 
29 December 2017 has taken into account the 
adjustment for foreign exchange revaluation 

changes. The level of reserves was supported by 

higher current account surplus and continued 
inflows of foreign direct investment. These were, 
however, partly offset by direct investment 
abroad by Malaysian companies and portfolio 
investment abroad by resident institutional 
investors. 

The international reserves as at 29 December 
2017 remain ample to facilitate international 
transactions. The reserves position is sufficient 
to finance 7.2 months of retained imports and is 
1.1 times the short-term external debt.  
 
© Bank Negara Malaysia, 2018. All rights reserved. 
 
 

Mongolia 

Mongolia repays $500 mln in sovereign 

https://twitter.com/StevenMScheer)
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bond debts as economy improves  

05-Jan-2018  

ULAANBAATAR, Jan 5 (Reuters) - Mongolia has 

repaid $500 million in debt to investors in its 
"Chinggis Bond" issued in 2012, fulfilling its 
sovereign debt obligations for the next four 
years, the government said on Friday. 

The repayment marks another step in Mongolia's 
recovery from an economic crisis triggered in 

2016 by a softened commodities market, a drop 
in foreign investment and a 25-percent free-fall 
in its currency, the tugrik, in 2016. 
The Chinggis bond is named after the country's 
13th century ruler Chinggis Khan, more widely 
known as Genghis Khan. 

Mongolia's prime minister, Ukhnaa Khurelsukh, 
was shown making the first money transfer in 

person on the official website of the Mongolian 
government on Friday. 
The central bank lowered its benchmark 
interest rate by one percentage point to 11 
per cent in late December, as abating 
macroeconomic risks gave policymakers some 
scope to encourage investment. 

The prime minister identified a $5.5 billion 
bailout agreement signed with the International 
Monetary Fund last year as a critical factor in 
helping improve the country's risk profile. 
Mongolia turned to the IMF amid fears that it 
could default on its debts. The deal required 
Ulaanbaatar introduce austerity measures such 

as higher tax rates, which take effect this month 

as well as cuts to social welfare.  
A spokesperson from the Ministry of Finance did 
not immediately respond to requests for 
comment. 
The IMF said in December that Mongolia was 
on a path to recovery with its economy 

outpacing growth expectations, despite 
budget cuts, driven by strong coal trade.  

Fitch Ratings in November revised its outlook on 
Mongolia to "positive", affirming its 'B-' rating, 
while Moody's maintained its sovereign credit 
rating for Mongolia at "Caa1 stable".  
Coal was the main driver of growth in 2017 on 
the back of higher prices paid by number-one 

trade partner China. GDP growth over the year 

has been estimated at 3.8 percent, Mongolia's 
government website said.  
The tugrik remained mostly stable last year, 
appreciating 2.5 percent against the dollar over 
the full-year.  
Mongolia's next bond payment of $1 billion is 

due in 2022. 
 
(Reporting by Terrence Edwards; Editing by David 
Stanway and Sam Holmes) 
(( terrence.edwards@thomsonreuters.com )) 
 
 

Oman 

Oman 2018 state budget lifts spending; 

little to reassure rating agencies  

01-Jan-2018  

By Andrew Torchia 

DUBAI, Jan 1 (Reuters) - Oman's state budget 

for 2018, approved by ruler Sultan Qaboos on 
Monday, boosts spending at the expense of 
running a large deficit, despite increasing 
concern among credit rating agencies about 
the health of the country's finances. 

The budget projects spending of 12.5 billion rials 
($32.5 billion) this year, up from 11.7 billion in 
the original budget for 2017, local media quoted 
a Finance Ministry statement as saying. 

Revenue are projected at 9.5 billion rials, up 
from 8.7 billion in the 2017 budget. That leaves 
a planned deficit of 3 billion rials this year, the 
same as last year's projected deficit. 
The 2018 budget assumes an average oil price 
of $50 per barrel, up from an assumption of $45 
for 2017. The Brent oil price is now above $65, 

so Oman's revenue is likely to be significantly 
higher than expected if oil prices stay flat. 
Nevertheless, the budget projects a deficit of 
10 percent of gross domestic product in 2018, 
well above levels which economists consider 
sustainable in the long run and higher than 12 
percent planned for 2017. 

The finance ministry said on Monday that it 

needed to continue raising expenditure to boost 
economic growth and living standards, while 
building social housing and providing other 
assistance to lower-income citizens. 
With smaller oil and financial reserves than its 
wealthy neighbours, Oman has been spending 
heavily on industrial and infrastructure projects 

in an attempt to diversify its economy beyond oil 
exports.  
That strategy has not reassured rating 
agencies. Last month, Fitch Ratings cut Oman 
by one notch to BBB-minus - just above junk 
territory - with a negative outlook, citing the 
budget deficit. Standard & Poor's already 
rates Omani debt as junk. 

Of the projected 3 billion rial deficit in 2018, 500 

million rials is to be covered by withdrawals from 
financial reserves and the rest through external 
and domestic borrowing. 
Oman's actual state budget deficit for the first 
10 months of 2017 narrowed to 3.20 billion rials 
from 4.81 billion rials a year earlier, the latest 

finance ministry data showed.  
Finance ministry sources told local media last 
week that Oman would delay the introduction 
of a 5 percent value-added tax until 2019, 
instead of imposing it in 2018 as originally 
planned, to give tax administrators and 

companies more time to prepare. However, 
Oman will impose a new tax on sugary drinks 
and tobacco products by mid-2018. 
The ministry said on Monday that it would 

proceed with a privatisation programme and was 
working to sell some state companies in 2018.  
The government announced several years ago 
that it would launch a major privatisation 
scheme but there has been little progress since. 

 
(Reporting by Andrew Torchia; editing by Alison 
Williams and Jason Neely) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
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Philippines 

End-December 2017 GIR Level Rises to 

US$81.5 Billion  

05-Jan-2018  
Preliminary data showed that the country's 
gross international reserves (GIR) rose to 
US$81.5 billion as of end-December 2017, 
Bangko Sentral ng Pilipinas (BSP) Governor 

Nestor A. Espenilla announced today. This was 
higher than the US$80.3 billion level recorded in 
November 2017 due mainly to inflows arising 

from the BSP's foreign exchange operations, net 
foreign currency deposits by the National 

Government (NG), revaluation adjustments on 
the BSP's gold holdings resulting from the 
increase in the price of gold in the international 
market, and income from the BSP's investments 
abroad. These were partially offset by payments 

made by the NG and the BSP for their maturing 
foreign exchange obligations.  
The end-December 2017 GIR level remains 
adequate as it can cover 8.3 months' worth of 
imports of goods and payments of services 
and primary income. It is also equivalent to 
5.8 times the country's short-term external 
debt based on original maturity and 4.2 times 
based on residual maturity.  

Net international reserves (NIR), which refer to 

the difference between the BSP's GIR and total 
short-term liabilities, increased by US$1.1 billion 
to US$81.4 billion as of end-December 2017, 
compared to the end-November 2017 NIR of 
US$80.3 billion.  
The final data on GIR are released to the public 

every 19th day of the month in the Statistics 
section of the BSP's website under the Special 
Data Dissemination Standards (SDDS). If the 
19th day of the month falls on a weekend or is a 
non-working holiday, the release date shall be 
the working day nearest to the 19th. 
Short-term debt based on residual maturity 

refers to outstanding external debt with original 
maturity of one year or less, plus principal 

payments on medium- and long-term loans of 
the public and private sectors falling due within 
the next 12 months.  
 
Original document 
http://www.bsp.gov.ph/publications/media.asp?id=45
82  
(C) Copyright 2018 - Central Bank of the Philippines 
 
 

Sri Lanka 

Sri Lanka to borrow $5 bln in 2018, 

including sovereign bonds  

03-Jan-2018  
COLOMBO, Jan 3 (Reuters) - Sri Lanka's 

cabinet has approved plans to borrow some 
$5 billion in 2018, including $2 billion of 
sovereign bond sales, a government 

spokesman said on Wednesday, as it prepares 
to refinance big debts that fall due this year. 

The start of repayments for expensive 

infrastructure foreign loans starting this year has 
left the island nation facing a debt crisis. 
It must repay an estimated 1.97 trillion rupees 
($12.85 billion) in 2018 -- a record high -- 
including $2.9 billion of foreign loans and a total 
823 billion rupees of interest. 

"The cabinet has decided to obtain funds up to 
$3 billion from Sri Lanka Development Bonds 
(SLDB) and $2 billion via sovereign bonds," 
government spokesman Gayantha Karunathilake 
told reporters in Colombo. 
A government document seen by Reuters said 
banks that lead-managed a $1.5 billion 

sovereign bond for Sri Lanka last year 
believed it could sell 10-30 year bonds at an 
interest rate of 5.50-6.50 percent in early 
2018 based on current markets.  

Central bank governor Indrajit Coomaraswamy 
told reporters the government should go for the 
sovereign bond as early as possible as there is 
ample money in the global capital markets 
ahead of expected rate hikes by the U.S. Federal 

Reserve. 
"If we are to go for a sovereign bond and bring 
in a significant amount of money, it will reduce 
the pressure on interest rates and exchange 
rates as soon as the money comes in. It's better 
if we go early," he said. 
The government is trying to pass a Liability 
Management Act that would allow it to borrow 
more than budget limit as it tries to manage a 
heavy burden of debt repayments over the 
next two years. It also plans to reschedule 
some loans. 

The $81 billion economy expected foreign 
currency outflows of $5.6 bln in the next 12 
months including loans, securities, and deposits, 

compared with a current $8 billion in foreign 
exchange reserves, according to official central 
bank data.  
 
($1 = 153.6000 Sri Lankan rupees) 
(Reporting by Shihar Aneez and Ranga Sirilal; Editing 
by Catherine Evans) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez)) 
 

EUROPE 

 

Albania 

Albania to sell 3.5 bln leks (26.1 mln 

euro) of 10-yr T-notes  

04-Jan-2018  

TIRANA (Albania), January 4 (SeeNews) – 
Albania will offer 3.5 billion leks ($31.4 
million/26.1 million euro) worth of ten-year 

Treasury notes at an auction on January 9, the 
country's finance ministry said. 

The government securities will mature on 

https://twitter.com/shiharaneez)
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January 11, 2028, according to an auction notice 

posted on the website of the finance ministry. 

In October, Albania sold 1.34 billion leks of ten-
year government securities, below its target of 
1.5 billion leks. The issue carried a coupon of 
6.45%, down from 7.2% in July. 
 
(1 euro = 132.597 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 

Bosnia 

Bosnia's Serb Republic raises 10.2 mln 

euro in 6-mo T-bills  

03-Jan-2018  
BANJA LUKA (Bosnia and Herzegovina), January 

3 (SeeNews) – Bosnia’s Serb Republic will 

offer 20 million marka ($12.3 million/10.2 
million euro) of six-month Treasury bills at an 
auction on January 11, the entity's finance 
ministry said on Wednesday. 

The Treasury bills have a par value of 10,000 

marka each, according to data posted on the 
Banja Luka bourse. They will mature on July 11, 
2018. 
At the latest auction of six-month Treasury bills, 
held on October 9, the Serb Republic sold 
government securities worth 13 million marka. 
The yield fell to 0.3001% from 0.4480% 

achieved at a similar auction held on September 
18. 

The Serb Republic is one of two autonomous 
entities forming Bosnia. The other one is the 
Federation of Bosnia and Herzegovina. 
 
(1 euro=1.95583 Bosnian marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Croatia 

Croatia sees first budget surplus in 

2017  

01-Jan-2018  

ZAGREB, Jan 1 (Reuters) - Croatia is likely to 

post its first general budget surplus in 2017, 
Finance Minister Zdravko Maric said on 
Monday. 
"The official statistical data will be released 
later on, in the spring but, according to our 
current data, Croatia has recorded a general 

budget surplus for last year," Maric said in an 
interview for the state television. 

The government's previous forecast was for a 
deficit of 0.6 percent of gross domestic product. 
"It is certainly the first time that we have ever 
had a general budget surplus since we have 
used European Union methodology, but to my 
knowledge it is also the first such case since 

Croatia became independent (in 1991)," Maric 
said. 
Croatia joined the EU in 2013. 
Maric said the surplus was the result of higher 
revenues from an excellent tourist season and 
improved tax collection. 

He said public debt at the end of 2017 was now 

forecast to be 78 percent of GDP instead of 80 

percent. 
At the end of 2016, public debt was close to 
83 percent of GDP, and reducing it is a priority 
for Croatia as it wants to adopt the euro 
within seven or eight years. 

The budget plan approved in November foresees 
a budget deficit of 0.5 percent of GDP in 2018, a 

balanced budget in 2019 and a surplus of 0.8 
percent in 2020. 
Strong fiscal consolidation in the last three years 
has helped to reduce the fiscal gap from more 
than 5 percent of GDP. 
However, some analysts say the budget is still 
overly reliant on better revenues, and that 

expenditure needs to be cut harder. 

Many cite the need to slim down a costly public 
sector as a key to improving the investment 
climate and growth prospects. 
Economic growth is currently around 3 percent, 
but many analysts say that, without reforms, it 
will be hard to maintain growth above 2 percent 

in the longer term. 
 
(Reporting by Igor Ilic; Editing by Kevin Liffey) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Croatia's public debt-to-GDP ratio rises 

to 81% as at end-Sept  

04-Jan-2018  
ZAGREB (Croatia), January 4 (SeeNews) - 
Croatia's public debt grew to 291.6 billion 
kuna ($47.3 billion/39.2 billion euro) as at 
end-September, up 0.9% compared with the 
end-2016 figure and equivalent to 81.0% of 
the projected 2017 GDP, Raiffeisenbank 

Austria Zagreb (RBA) said on Thursday. 

Compared with the end-August figure, Croatia's 
public debt increased by 1.3% as at end-
September, mainly due to slight growth of both 
domestic and external debt components, RBA 
said in a daily note, quoting data of Croatia's 
central bank. 
On a yearly comparison basis, public debt was 
0.9% higher year-on-year at end-September, 
reflecting a 4.0% rise in the domestic debt 
component which reached 186.4 billion kuna 
in the first nine months of 2017. 

Despite the increases, the bank noted that, 
taking into account the estimated continuation of 
economic growth, it expects the public debt-to-
GDP ratio to fall below 80% in 2017. 

 
(1 euro=7.43175 kuna) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Czech Republic 

Czechs still open to foreign bond 

issuance  

03-Jan-2018  
PRAGUE, Jan 3 (Reuters) - The Czech Finance 
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Ministry remains open to bond issuance in 
foreign markets this year although no 

decision has yet been made, Deputy Finance 
Minister Petr Pavelek said on Wednesday. 

Pavelek added, when asked on bond issuance, 
the ministry would monitor the central bank's 
steps as it tightens its monetary policy. 
Speaking at a news conference after the release 
of the 2017 budget result, he also said the 2017 

overall fiscal surplus was likely around 1 percent 
of gross domestic product.  
 
(Reporting by Robert Muller; Writing by Jason Hovet) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
 
 

Czech budget ends 2017 in slight 

deficit after record surplus  

03-Jan-2018  
PRAGUE, Jan 3 (Reuters) - The Czech central 

state budget ended 2017 with a 6.15 billion 
crown ($289.5 million) deficit, narrower than 
planned due to higher tax income but falling 
short of a second straight surplus. 

The result was the second best figure in the 
past two decades, the finance ministry said on 

Wednesday. It followed a record 61.77 billion 
crown surplus in 2016, when the country was 
receiving big refunds from the European Union 
covering projects from the previous budget 

period. 
"We regard it as a very good result," Finance 

Minister Alena Schillerova said. 
Officials had seen some chances of a second 
straight surplus as the economy has been 
growing strongly although the impact of EU 
funds remained an open question. 
Overall expenditure last year rose 4.9 percent 
but came in lower than planned. Income dipped 

0.6 percent year-on-year, although it was higher 
than the budget plan, helped by tax collection 
being 41.1 billion crowns higher than expected. 
The 2017 budget forecast a 60 billion crown 
deficit and lawmakers last month approved 
the 2018 plan with a 50 billion crown gap.  

The central state budget is the main part of the 
EU country's overall public sector finances, 

which also include local and regional 
administrations, the health insurance system 
and various off-budget funds. 
Deputy Finance Minister Petr Pavelek said the 
overall surplus was around 1 percent of 
economic output in 2017, roughly in line with 

expectations. Next year should see a similar 
surplus, according to ministry estimates. 
The Czech economy likely grew more than 4 
percent last year, according to Finance 
Ministry and central bank estimates, and 
should expand by more than 3 percent in the 

next two years. That, along with unemployment 

falling to the lowest in the European Union, has 
boosted tax income for the state.  

Still, the government under new Prime Minister 
Andrej Babis may have trouble repeating the 
budget successes of past years. 

"We expect the deficit to end with a slightly 

deeper deficit than approved for this year," 

Raiffeisenbank analyst Frantisek Taborsky said 
in a note, citing higher expenditure stemming 
from EU subsidies co-financing and debt 
servicing. 
Babis, a billionaire businessman who entered 
politics in 2011, has promised higher 

infrastructure investments and tax cuts. 
Schillerova, who was a deputy under Babis when 
he ran the finance ministry in the previous 
government, said that there was "huge room" 
for government investments.  
Babis and his ANO party won an October election 

by a landslide. The party has formed a minority 
government but must still win a confidence vote 
next week, which is very unlikely given other 

parties' objections and ANO's only 78 seats in 
the 200-strong lower chamber of parliament. 
However, President Milos Zeman has said Babis 
will get a second try at forming a government, 

meaning he could stay on to rule for an amount 
of time even without parliament's confidence.  
 
($1 = 21.2460 Czech crowns) 
(Reporting by Mirka Krufova and Robert Muller; Editing 
by Jason Hovet/Keith Weir) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
 
 

Hungary 

Hungarian economic outlook for 2018 

even better than in former years  

02-Jan-2018  
For the Hungarian economy, the year 2018 

starts from a better position and with a better 
outlook than 2017 did, Minister Mihály Varga 
said at a press conference held at the Ministry 

for National Economy earlier today. The 
Hungarian economy has been growing 
dynamically, in a balanced and sustainable 
manner, he stated.  
In light of data from the fourth quarter, a GDP 

growth rate of 4.1 percent appears to have 
been achieved in 2017. This figure is well 
above the EU average, and that signals that 
Hungary's economic convergence has 

continued, he added. Growth has been broadly 
based with almost every sector having 
contributed to expansion. In 2017, investment 
was a major growth factor, with a volume 
increase of more than 20 percent. This has been 

mainly fuelled by the Government's Family 
Housing Allowance (CSOK) programme: 
according to the latest data, financial institutions 
received more than 63 500 CSOK applications, 
totalling HUF 177bn, the Minister said. Thanks to 
rising wages, consumption is also predicted to 

rise, and the Ministry is expecting further output 
growth in the construction and tourism sectors, 
he noted.  
The latest data also show that more than 4.4 
million people have a job now in Hungary, and 
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this constitutes substantial improvement 

compared to 2010. Hungary's outlook is seen as 

positive at two out of the three major credit 
rating agencies, and although ratings are usually 
not changed before an election, during the 
course of the year an upgrade may still be 
expected, the Minister stressed.  
Financial policy is to remain unchanged in 

2018: the Government has been committed to 
a prudent fiscal policy and stable public 

finance management. The deficit of the general 
government budget was about 2 percent last 
year, better than prior estimates. For this year, 
the Ministry is expecting a similarly low figure; 
the fact that it is an election year will not affect 
fiscal stability. The government debt-to-GDP 

ratio is set to remain on a descending path: 
preliminary data indicate that including 
Eximbank outlays this indicator is to decline 
from 76 percent in 2016 to 74.5 percent by 
the end of 2017.  

The Government continues to reduce taxes: the 
rate of corporate income tax was cut to 9 
percent as of 1 January 2017, the lowest figure 
within the EU. The rate of social contribution was 

last year reduced by 5 percentage points (from 
27 percent to 22 percent), and in 2018 it is to be 
further reduced by 2.5 percentage points (to 
19.5 percent). This reduction is to leave HUF 
200bn at enterprises, Mihály Varga pointed out.  
The 1 percent reduction of the rate of small 

enterprise tax (KIVA) to 13 percent is yet 

another favourable change for SMEs. Those who 
pay KATA, have an enterprise and are full-time 
students pay only HUF 25 thousand per month 
as of 2018.  
Companies which invest in a project resulting in 
product-diversification or a new, innovative 

production method are entitled to deduct a tax 
credit from their corporate income tax base.  
As a result of the six-year wage agreement 
concluded last November, the minimum wage 
(for unskilled workers) and the guaranteed 
minimum wage (for skilled workers) will be 
raised again in 2018, from HUF 127 500 to HUF 

138 000 and from HUF 161 000 to HUF 180 500, 
respectively.  

 
Original document 
http://www.kormany.hu/en/ministry-for-national-
economy/news/hungarian-economic-outlook-for-2018-
even-better-than-in-former-years  
(C) Copyright 2018 - Ministry of National Economy of 
Hungary 
 
 

Moldova 

Moldova's Q3 foreign debt rises to 

$6.74 bln  

03-Jan-2018  

CHISINAU (Moldova), January 3 (SeeNews) - 
Moldova's foreign debt rose to $6.74 billion 
(5.63 billion euro) in the third quarter of the 
year from $6.235 billion at end-2016, data 
from the country's central bank, BNM, showed 

on Tuesday. 
The 8.1% increase in foreign debt compared 

to end-2016 was mainly due to financial 
assistance received by Moldova in the three 
months through September from international 
lenders, BNM data showed. 

In August, the World Bank lent Moldova $20 
million for higher quality government 
administrative services. 
In July, the European Bank for Reconstruction 

and Development (EBRD) lent 80 million euro to 
Moldova to help the country develop its 
electricity interconnection with neighbouring 
Romania. 
In June, the Council of the European Union and 
the European Parliament agreed on providing 
100 million euro to help Moldova fund its 

structural reforms. 
At the end of September, Moldova also owed a 
total of $599 million to the International 
Development Association, $283.3 million to the 
International Monetary Fund (IMF), $185.8 
million to the European Investment Bank, $76.5 
million to the International Bank for 

Reconstruction and Development and $63.3 
million to the EBRD. 
Also, one of its biggest creditors among states 
are neighbouring Romania with $169.8 million, 
Japan with $58.2 million and Russia, with $46.3 
million. 
The end-2017 debt is expected to increase 
further, as in December the EU released 36.3 
million euro of a total of 47 million euro 
requested by Moldova to help the country 
boost exports to the EU and speed up reforms 
in the administration. Also in December, the 
IMF decided to make available to Moldova $22 
million under the current three-year funding 

arrangement. Moldova already received a total 
of $57.5 million in two tranches under the 

current three-year credit facility of $183.1 
million, approved in November 2016. 
The end-of-month foreign debt figures released 
by the BNM exclude trade credits, non-resident 
deposits in Moldovan banks and local currency in 
possession of non-residents. The BNM releases 
figures for those liabilities quarterly, in a balance 

of payments report. 
 
($=0.8351 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Poland 

Poland sells 5 bln zlotys worth of 

bonds at tender  

04-Jan-2018  
WARSAW, Jan 4 (Reuters) - Poland sold 

treasury bonds worth a total of five billion 
zlotys ($1.45 billion) at a tender on Thursday, 

attracting investor demand worth 11.5 billion 
zlotys, the finance ministry said. 

The sale included: 658.5 million zlotys in paper 
due July 2020, 1.075 billion in bonds due 
November 2022, 1.48 billion zlotys in bonds due 
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January 2023, 1.14 billion in bonds due April 

2028, and 643 million in paper due May 2028. 

 
($1 = 3.4465 zlotys) 
(Reporting by Marcin Goclowski; Editing by Gareth 
Jones) 
(( marcin.goclowski@thomsonreuters.com ; +48 22 
6539724; Reuters Messaging: 
marcin.goclowski.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania fin min aims to sell 4.5-5 bln 

euros in eurobonds next year  

30-Dec-2017  

BUCHAREST, Dec 30 (Reuters) - Romania plans 

to sell 4.5-5.0 billion euros of eurobonds on 

the international markets and an indicative 
48-50 billion lei of domestic debt next year, 
the finance ministry said on Saturday. 

The external borrowings level would depend "on 
the developments, conditions and opportunities 
offered by these markets," it said.  
If conditions were favourable, the ministry 
would consider pre-financing of the 2019 
needs by "taking into account also the 

objective of maintaining a financial buffer for 
the State Treasury representing the 
equivalent of about four months of gross 
funding." 

In the first quarter, the ministry aims to sell an 

indicative volume of 12-14 billion lei of domestic 
government securities issues to be launched on 
the interbank market. 
The government targets a 2018 consolidated 

budget deficit in cash terms of 2.97 percent of 
gross domestic product. It sold roughly 40 billion 
lei and 340 million euros of domestic bills and 
bonds this year. It has tapped foreign markets 
for 2.75 billion euros of 2027 and 2035 
Eurobonds. 

 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Romania central bank's December FX 

reserves rise to 33.49 bln euros  

03-Jan-2018  

BUCHAREST, Jan 3 (Reuters) - The Romanian 

central bank's foreign exchange reserves, 
excluding 103.7 tonnes of gold, rose by 432 
million euros on the month to 33.49 billion 
euros ($40.25 billion) at the end of December, 
the bank said on Wednesday. 

Inflows were 2.42 billion euros and included 
inflows into the finance ministry's accounts, as 

well as inflows into the European Commission's 

account worth 1.05 billion euros. 
Outflows totalled 1.99 billion euros and included 
defense ministry payments worth $766 million 
for its endowment programme. 
The central bank said payments to service 

external public and publicly guaranteed foreign 

currency debt in January amounted to roughly 

122 million euros. 
 
($1 = 0.8320 euros) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania sells more April 2020 treasury 

bonds than planned  

04-Jan-2018  
BUCHAREST, Jan 4 (Reuters) - Romania sold 

460 million lei ($119.93 million) worth of 
April 2020 treasury bonds on Thursday, more 
than twice the planned amount, at an average 

accepted yield of 3.11 percent, central bank 
data showed.  

Debt managers, who had planned to sell 200 
million lei of the paper, last issued it in 
September at an average yield of 1.85 percent. 
The finance ministry has struggled to sell bonds 
in the last quarter of last year due to market 
liquidity shortage and rising interest rates. 

This year, the ministry plans to tap 4.5-5.0 
billion euros from foreign markets and sell an 
indicative 48-50 billion lei of domestic debt. 
 
($1 = 3.8355 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Slovakia 

Slovak finance minister sees lower-

than-expected 2017 public finance 

deficit  

03-Jan-2018  
BRATISLAVA, Jan 3 (Reuters) - Slovakia's 2017 

public finance deficit will be lower than the 
previously expected 1.63 percent of gross 
domestic product, Finance Minister Peter 
Kazimir said on Wednesday. 

He added he hoped to see the deficit close to the 

original target of 1.3 percent of GDP as 
approved in the 2017 budget.  
The three-party ruling coalition, led by leftist 
SMER, plans to narrow the deficit to 0.83 
percent of gross domestic product in 2018 -- 
which would be its lowest-ever level -- and reach 
a balanced budget in 2020.  

 
(Reporting By Tatiana Jancarikova, Editing by Michael 
Kahn) 
(( Tatiana.Jancarikova@thomsonreuters.com ;)) 
 
 

Slovakia to offer two bonds on January 

15  

03-Jan-2018  
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BRATISLAVA, Jan 3 (Reuters) - Slovakia will 

offer two bonds due in 2027 and 2037 in 
auctions on January 15, the country's debt 
management agency ARDAL said on 
Wednesday. 

The indicated amount in the competitive round 
of the auction is seen at 74.1 million euros for 
the 2027 bond, 100 million euros for the 2037 
bond, Ardal said in a monthly report. 

A non-competitive round offering the same 
paper will follow later on the same day. 
 
(Reporting by Mirka Krufova; Editing by Tatiana 
Jancarikova) 
(( prague.newsroom@thomsonreuters.com ; +420 224 
190 477; Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
 
 

Slovenia 

Slovenia 10-year benchmark bond 

oversubscribed  

04-Jan-2018  
LJUBLJANA, Jan 4 (Reuters) - Slovenia sold 1.5 

billion euros ($1.81 billion) in a heavily over-
subscribed 10-year benchmark bond on 
Thursday, the Finance Ministry said in a 
statement. 

The bond was sold at a price of 99.654 percent 
and carries an annual coupon interest rate of 

one percent. 
"Orders from 155 investors reached 3.2 billion 
euros without including the interest of the 

lead organisers of the issue," the ministry 
said. 

Lead managers of the issue were Citi, 
Commerzbank, Goldman Sachs International 
Bank, HSBC, Jefferies and Slovenian Nova 
Ljubljanska Banka. 
The ministry said fund managers purchased 57 
percent of the issue, followed by 18 percent that 

went to central banks and other official 
institutions, while banks purchased 13 percent of 
the issue. Insurers and pension funds bought 12 
percent of the bond. 

Investors from Germany and Austria together 
bought 35 percent of the issue, followed by 

those from the United Kingdom and Ireland with 
17 percent, the ministry said. 
Last month the ministry said Slovenia will this 
year borrow between 2.2 billion and 6.3 billion 
euros in order to finance its budget needs and 
prefinance debt that will mature in 2019 and 
2020. 

 
($1 = 0.8288 euros) 
(Reporting By Marja Novak Editing by Jeremy Gaunt) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 

LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentina announces US dollar three-

part bond  

04-Jan-2018  
By Paul Kilby 
NEW YORK, Jan 4 (IFR) - Argentina leapt into 

the bond market on Thursday with what is 

expected to be a jumbo three-part US dollar 
trade as it seeks to cover a good portion of its 
financing needs for 2018. 

The sovereign set initial price guidance of high 
4% area, 6.25% area and low 7% area on 
tranches of five, 10 and 30 years, respectively. 
At those levels, bankers calculate that 
concessions stand between 25bp-50bp over the 

curve, where the outstanding 2022s, 2027s and 
2046s have been trading around 4.22%, 5.65% 
and 6.70%.  
"The IPTs are generally signaling that they are 
looking for size," one banker told IFR. The 
sovereign is heard looking to raise US$7bn-
$10bn. 

Even so, leads Citigroup, Deutsche Bank and 
HSBC are likely to have considerable room to 
tighten levels, given the popularity of the credit. 

"The key is how much they tighten," said Edwin 
Gutierrez, head of emerging markets sovereign 
debt at Aberdeen Asset Management. 
President Mauricio Macri continues to push 

through market-friendly reforms after 
candidates allied with his party won victories 
in last year's midterm elections.  

"There is clearly an improving fundamental 
story," said Alejo Czerwonko, an emerging 
markets economist at UBS Wealth Management. 
"Macri still has one more full year to work 
relatively free from political pressures, since 

there are no elections until 2019." 
Even though yields on the sovereign's bonds 
have tightened considerably since Macri came 
to power in 2015, Argentine debt is still 
considered attractive relative to its EM peers. 

"It is a favorite overweight, because it offers 
carry and improving creditworthiness, which is a 
rare combination," said Siobhan Morden, head of 

Lat Am strategy at Nomura. 
The sovereign is expected to take out a good 
chunk of its financing needs in one fell Thursday 
and cover the rest in other currencies - much 
like it did in 2017.  
"Their financing needs are (much) the same (as 
last year)," Morden said. "Even though their 

primary fiscal deficit is lower, their financing 
costs are higher, with roughly US$35.4bn issued 
since 2016." 

Citigroup, Deutsche Bank and HSBC are leads on 
the trade, which is expected to price later on 
Thursday. Expected ratings are B2/B+. 
 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 
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(( paulj.kilby@thomsonreuters.com )) 
 
 

Argentina sells $9 bln in 

oversubscribed dollar bonds  

05-Jan-2018  
BUENOS AIRES, Jan 4 (Reuters) - Argentina 

sold $9 billion in a three-part dollar bond 
issuance that was oversubscribed on 
Thursday, covering nearly a third of its 
expected financing needs for 2018 early in the 
year.  

Latin America's third largest economy sold $1.75 
billion in five-year bonds at a yield of 4.625 
percent, $4.25 billion of 10-year bonds at 6 
percent and $3 billion in 30-year bonds at 7 

percent, the ministry said. It said the yields 

were the lowest in Argentina's history. 
The bonds were 2.4 times oversubscribed, as 
Argentina received orders for $21.4 billion, 
the ministry said. It said the issuance would 
cover half of planned infrastructure 
investments this year.  

Argentina's Finance Minister Luis Caputo said in 
late December the country would have to 

finance an estimated $30 billion in 2018. A 
finance ministry spokeswoman said on Thursday 
of this amount $15 billion would likely be 
international. Argentina is also evaluating a sale 
in Brazilian reais, she said.  
Argentina has aggressively returned to 

international debt markets since President 

Mauricio Macri was elected president in late 
2015. He settled a dispute with holdout creditors 
that had locked Argentina out of capital markets 
for more than a decade.  
Earlier on Thursday, Argentina raised the 
maximum amount of foreign debt it could 
issue in 2018 by up to the equivalent of $15 

billion, after filing with the U.S. Securities and 

Exchange Commission. Including foreign debt it 
was authorized to sell last year but did not, total 
issuances abroad in 2018 could legally be up to 
$21.6 billion.  
Argentina finalized its 2017 foreign bond sale 
plan by selling 2.75 billion euros ($3.21 billion). 

That brought the total amount of bonds sold to 

around $13.4 billion, higher than the $12.75 
billion in issuance Caputo had said the country 
was targeting in June.  
Argentina had been authorized to sell $20 billion 
in bonds in 2017.  
 
(Reporting by Caroline Stauffer and Maximilian Rizzi; 
Editing by Sandra Maler and Lisa Shumaker) 
(( caroline.stauffer@tr.com ; + +54 11 4510 2591, + 
+54 9 11 5830 7443 ; Reuters Messaging: 
caroline.stauffer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/carostauffer)) 
 
 

Mexico 

Mexico breaks ice in Latin America 

primaries with new bond  

03-Jan-2018  

By Paul Kilby 

NEW YORK, Jan 3 (IFR) - Mexico broke the ice 

in the Latin America primaries on Wednesday 
with the year's first benchmark trade as it 
sought to retire short-term debt ahead of this 
year's presidential elections.  

The sovereign is approaching investors with 
initial price thoughts of US Treasuries plus 
160bp area on a 2028 bond and T+205bp area 

on a tap of its existing 4.60% 2048s, of which 
there is currently US$1.88bn outstanding. 
At those levels, one banker calculates that the 
10-year is coming about 35bp over fair value, 
given that the existing 2027 has been trading at 
a G-spread of 122bp. 
"That seems like a conservative starting point, 

but I am sure they are trying to clean up the 

front of their curve and get guys to come out of 
two, three, four year paper into the 10-year," he 
said.  
The deal, rated A3/BBB+/BBB+, is being done in 
conjunction with a liability management 
operation targeting Mexico's 8.125% 2019s, 

3.5% 2021s, 3.625% 2022s, 4.00% 2023s, 
3.6% 2025s and 4.125% 2026s.  
Holders of those securities are being given the 
option to tender for cash or switch into the new 
bonds.  
The tap meanwhile looks to be coming about 
18bp wide to the curve where the 2048 was 

being quoted at around US Treasuries plus 
187bp. 
The sovereign has typically been one of the 
first issuers out of the gate each year.  
But the upcoming presidential election in July 
adds some urgency to fund raising this year 
as leftist candidate Andres Manuel Lopez 
Obrador maintains a lead in the polls. 

Uncertainty over inflation and the direction of 

global rates as central banks step away from 
monetary easing is also expected to make 
borrowers move sooner rather than later this 
year.  
Market technicals are strong as inflows into 
emerging market debt funds buoy the asset 

class in a month when the buyside is already 
willing to put money to work.  

Banco del Estado de Chile, rated Aa3/A+/A, 
joins Mexico on Wednesday with a three-year 
senior unsecured bond at initial price thoughts of 
T+80bp area.  
At IPTs, the banker calculates that the deal is 

coming with a concession to the bank's existing 
2020 as well as Santander Chile's own bond with 
the same maturity. 
Those securities were trading at a G spread of 
57bp and 63bp, respectively.  
"They have a decent amount of pricing 
leverage," the banker said. "It is an infrequent 

name and you don't have a ton of senior 
financial paper out of Latin America." 

 
(Reporting by Paul Kilby; Editing by Marc Carnegie and 
Natalie Harrison) 
(( paulj.kilby@thomsonreuters.com )) 
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Mexico launches US$2.6bn two-part 

bond  

03-Jan-2018  
By Paul Kilby 

NEW YORK, Jan 3 (IFR) - Mexico launched a 

US$2.6bn two-part bond on Wednesday as 
part of a liability management operation to 
retire shorter-term debt. 

The sovereign set a final spread of 135bp over 
US Treasuries on a new US$2bn 2028 bond, 
while also launching a US$600m tap of its 4.6% 
2048s at 190bp.  

That was the tight end of guidance of T+140bp 
area (+/-5bp) and T+195bp area (+/-5bp). 
Mexico initially approached investors with talk of 

T+160bp area and T+205bp area respectively.  
The deal is being done in conjunction with a 
liability management operation targeting 
Mexico's 8.125% 2019s, 3.5% 2021s, 3.625% 

2022s, 4.00% 2023s, 3.6% 2025s and 4.125% 
2026s.  
BBVA, Bank of America Merrill Lynch and JP 
Morgan are joint bookrunners on the trade, 
which is expected to price later on Wednesday. 
Ratings are A3/BBB+/BBB+. 
 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 

(( paulj.kilby@thomsonreuters.com )) 
 
 

Peru 

Peru's finance minister warns political 

crisis not over yet  

04-Jan-2018  
By Teresa Cespedes 
LIMA, Jan 4 (Reuters) - Peru's finance minister 

warned on Thursday that the political crisis 
that roiled the country in the last days of 2017 
was not over yet, but said it should not have 
any major impact on the economy as long as 

it is resolved "in a civilized way." 
In a rare press conference, Claudia Cooper 
maintained the ministry's previous forecasts 
for a 4-percent economic expansion and 3.5 
percent fiscal deficit this year as President 
Pedro Pablo Kuczynski's center-right 
government continues to focus on increasing 
infrastructure spending to support a recovery. 

Late last month, Kuczynski's government was 
shaken by a bid in the opposition-controlled 

Congress to remove him from office after 
Odebrecht, a Brazilian company at the center of 
a massive graft scandal, disclosed it once had 
business ties with him that he had denied. 
Kuczynski narrowly survived with the help of the 
country's former authoritarian leader Alberto 
Fujimori, who called from prison on his loyalists 

to help defeat the motion and whom Kuczynski 

pardoned days later. 
But Cooper said Peru could face fresh political 
uncertainty once Congress resumes its activities 
after a holiday break and local prosecutors 
question a former Odebrecht executive on the 

company's connections with local politicians. 

"The political crisis isn't over yet," said Cooper. 

"What we're going to have is a bump in the road 
that's not going to be significant...as long as the 
crisis is resolved in a civilized way as we've done 
several times before." 
A fresh clash between Kuczynski's government 
and Congress could halt the sol currency's 

recovery and slow the government's already-
delayed bid to rebuild infrastructure destroyed 
by severe flooding last year. 
Cooper said public investments were suspended 
for two weeks amid the political turmoil last 
month, but have since resumed. 

Cooper, whose two predecessors were ousted by 
votes in Congress last year, said it was up to 
Kuczynski whether she would remain in the 

Cabinet. 
Kuczynski has yet to reveal a new Cabinet since 
promising to do so "very soon" a week ago amid 
a slew of political resignations after the Fujimori 

pardon. 
Two government sources who asked not to be 
named said Kuczynski was not planning to 
replace Cooper. 
Congress is controlled by a right-wing party led 
by Fujimori's children, Keiko and Kenji, who vied 
for control of his populist political party while he 

was in prison for graft and human rights crimes. 
 
(Reporting By Teresa Cespedes, Additional Reporting 
and Writing By Mitra Taj, Editing by Chizu Nomiyama 
and Alistair Bell) 
(( mitra.taj@thomsonreuters.com ; +51)(1)( 277-
9550; Reuters Messaging: 
mitra.taj.thomsonreuters.com@reuters.net )) 
 
 

Venezuela 

S&P Says Venezuela Global Bond Due 

In 2018 Downgraded To 'D' From 'CC'  

02-Jan-2018  
Jan 2 (Reuters) - S&P Global Ratings: 
S&P says Venezuela Global Bond due in 2018 
downgraded to 'D' from 'CC'; sovereign credit 
rating affirmed at 'SD'. 

S&P says local currency sovereign credit ratings 
and senior unsecured issue ratings on Venezuela 
remain on credit watch with negative 
implications. 
 
(Bangalore.newsroom@thomsonreuters.com;)) 
 

AFRICA 
 

Angola 

Angola's depleting FX reserves led to 

exchange rate change  

04-Jan-2018  
LUANDA, Jan 4 (Reuters) - It was Angola's 

depleting foreign reserves that prompted the 
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central bank to pursue a more flexible 
exchange rate strategy, the regulator said on 

Thursday. 
The comment came a day after plans were 
unveiled to restructure foreign debt and allow 
looser trading of the kwanza. 

The central bank said on Wednesday it would 
shift from a currency peg to a trading band, 
which would keep the kwanza's value against 
the U.S. dollar within an as-yet defined range. 

The changes will be implemented from this 
month. 
Kaan Nazli, senior economist at investment 
management firm Neuberger Berman, estimated 
the new currency plan could result in the kwanza 
effectively devaluing by 30 percent. 
"Of course they won't call it like a devaluation ... 

but ultimately it is not too far off what the 
(International Monetary Fund) has identified as 
the overvaluation of the exchange rate," Nazli 
told Reuters. 
Sub-Saharan Africa's third largest economy 
also plans to renegotiate its external debt, 
which stands at $38 billion, Finance Minister 
Archer Mangueira said on Wednesday. 

Angola's dollar-denominated bond, which has 
$1.5 billion outstanding and matures in 
November 2025, fell 0.2 cents in price to 115.80 
cents. 
Most of Angola's external debt is held by 
multinational lenders like the IMF or by foreign 
governments, including China, which has huge 

oil-for-infrastructure deals with the southern 
African nation. 
Angola does not have a developed debt or 
stock market so a more flexible exchange rate 
is less significant for investors than in more 
developed markets. Lenders like the IMF have 
been calling for looser currency controls, 
however. 

"Multilateral lenders will look favourably on the 

developments, so they might be more willing to 
restructure some of the debt," said Cobus de 
Hart, analyst at NKC African Economics. 
The central bank said in a statement on 
Thursday its decision to ease currency controls 
came after it had analysed the "macroeconomic 

fundamentals of the Angolan economy, and 

particularly the decreasing trend of international 
reserves". 
The regulator has been trying to defend the 
currency using foreign exchange reserves, but 
reserves have more than halved since 2013 to 
about $14 billion. 
Oil accounts for around 90 percent of Angola's 

government revenue and years of depressed 
crude prices have hammered once booming 
economic growth and eroded foreign currency 
reserves. 
Angola, Africa's second biggest oil exporter, has 
maintained a quasi-pegged exchange rate of 

about 166 kwanza per dollar, even though the 

dollar buys about 400 kwanza on a thriving 
black market. 
Under the new system, forex trading will be 
carried out at trading auctions where a 
weighted average of offers from the central 

bank and commercial banks will set the 
exchange rate. 

"In other words, the exchange rate is now 
determined by the transactions that take 
place in the primary market by auction," the 
central bank said. 

 
(Reporting by Herculano Coroado; Additional reporting 
by Tiisetso Motsoeneng and Ed Stoddard in 
Johannesburg and Karin Strohecker in London; Writing 
by Joe Brock; Editing by Catherine Evans/Jeremy 
Gaunt) 
(( tiisetso.motsoeneng@thomsonreuters.com ; +27 11 
775 3122; Reuters Messaging: 
tiisetso.motsoeneng.thomsonreuters.com@reuters.net 
)) 
 
 

Egypt 

Egypt repaid around $30 bln in foreign 

debt in 2017  

02-Jan-2018  

CAIRO, Jan 2 (Reuters) - Egypt repaid around 

$30 billion dollars in foreign debt in 2017 and 
expects to pay off more than $12 billion of its 
debts in 2018, state news agency MENA said 
on Tuesday citing a source in the central 
bank. 

The debt stood at $79 billion at the end of the 
2016/17 fiscal year. 

Egypt's foreign reserves were $36.723 billion at 

the end of November, having climbed steadily 
since it secured a $12 billion, three-year, 
International Monetary Fund loan last year as it 
tries to lure back foreign investors and revive its 
ailing economy. 
 
(Reporting by Mostafa Hashem; Writing by Nadine 
Awadalla; Editing by Matthew Mpoke Bigg) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
 
 

Nigeria 

Nigeria raises 162 bln naira at treasury 

bill auction  

04-Jan-2018  
LAGOS, Jan 4 (Reuters) - Nigeria raised 161.54 

billion naira ($513.64 mln) at a treasury bill 
auction on Wednesday after it received 
subscriptions for more than twice the amount 
on offer, traders said on Thursday. 

The central bank sold 115.85 billion naira of 

one-year debt at a rate of 14.30 percent. It 
auctioned 11.77 billion naira and 33.93 billion 
naira respectively in three- and six- months 
maturities at 12.54 percent and 13.92 percent. 
Total subscription stood at 388.50 billion naira. 
In December the government repaid 198 billion 

naira worth of treasury bills using part proceeds 
of a $3 billion Eurobond issue, instead of rolling 
over the debt to lower its borrowing costs. It 
plans to repay more bills this year. 
Investors bid as high as 18.6 percent for the 
one-year paper. However, the government has 
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been offering debt at lower yields to track 

declining inflation, which fell for the tenth month 

in November to 15.90 percent. 
 
($1 = 314.50 naira) 
(Reporting by Chijioke Ohuocha; Editing by Gareth 
Jones) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

Zimbabwe 

Zimbabwe invites bids to buy stakes in 

state-owned companies  

03-Jan-2018  
HARARE, Jan 3 (Reuters) - Zimbabwe has 

invited bids to buy stakes in up to eight loss-
making state-owned enterprises, including its 
national airline and power utility, to help plug 
a ballooning budget deficit, its deputy finance 
minister said on Wednesday. 

"We are diluting our shareholding in those 
entities and our shareholding might go to zero 
percent in some entities," Terence Mukupe told 

Reuters. 
 
(Reporting by Alfince Mbizwo; Writing by Tiisetso 
Motsoeneng; Editing by Joe Brock) 
(( tiisetso.motsoeneng@thomsonreuters.com ; +27 11 
775 3122; Reuters Messaging: 
tiisetso.motsoeneng.thomsonreuters.com@reuters.net 
)) 
 

EMERGING MARKET 

 

Fitch: India Has Highest Medium-Term 

Growth Potential among Largest 

Emerging Markets  

04-Jan-2018  
LONDON, January 04 (Fitch) New estimates of 

supply-side potential GDP growth over the 
next five years highlight the importance of 
demographic factors and investment rates 
and place India at the top of the list among 

the ten largest emerging markets (EMs) 
covered in Fitch Ratings' Global Economic 
Outlook (GEO) forecasts. 

India's projected potential growth is 6.7% per 
annum (p.a.). China and Indonesia jointly rank 
second-highest, both with projected potential 
growth of 5.5% p.a. The estimate for China 
represents a significant slowdown from recent 

historical average growth and reflects both a 
deteriorating demographic outlook and a 
slowdown in the rate of capital accumulation as 
the investment rate has declined. Broader 
measures of productivity growth in China have 

also slowed since the late 2000's. 
Turkey's potential growth rate is also projected 

to be rapid at 4.8% p.a. but this hinges crucially 
on continued high investment rates, which could 
be vulnerable to a sustained slowdown in capital 

inflows. 
Potential growth in Mexico, Poland and Korea 
is projected to be lower, in the 2.5% to 3% 
p.a. range, while South Africa, Brazil and 
Russia are expected to see supply-side growth 
potential below 2% p.a. over the next five 
years. 

"Population dynamics are a key supply-side 
growth driver. For countries such as Mexico and 
Brazil, and to a less extent South Africa, 

population growth has been the main or the sole 
engine of GDP growth historically," said Brian 
Coulton, Chief Economist at Fitch. 
India in particular, but also Indonesia, Mexico, 
Turkey and Brazil are set to see continued 
robust growth in the working-age population in 
the next five years, bolstering GDP growth 

potential. In contrast, in Russia, Poland, China 
and Korea headwinds from deteriorating 
demographics will sharpen and weigh on growth. 
Nevertheless, rising labour force participation 
rates give some grounds for encouragement as 
they can be a powerful offset to decelerating 
working-age population growth. For instance, 

the participation rate has risen steeply in Russia, 
Korea and Poland over the last 10 years or so. 
Capital accumulation and investment also have a 
crucial role in boosting GDP growth. 
"China has been the standout country with 
the highest investment-to-GDP ratio and 
fastest growth in the capital stock per worker, 
allowing it to record the strongest 

improvements in labour productivity and GDP 

growth over the last three decades," added 
Maxime Darmet-Cucchiarini, Associate Director 
at Fitch's Economics team. "However the 
extremely rapid rise in the investment rate in 
China after 2008 was associated with a decline 
in total factor productivity growth," added 

Darmet-Cucchiarini. 
India and, to a lesser extent, Turkey have also 
seen an impressive rate of capital accumulation 
per worker, but in the latter's case this has been 
funded externally, with associated downside 
risks. In contrast, in Brazil, Mexico and South 
Africa, the growth in capital per worker has 

historically been much more muted. This has 

weighed on the growth rate of living standards. 
Total factor productivity (TFP) growth - which 
captures improvements in the efficiency of the 
production process - has been subdued in the 
large EM's in recent years, slowing across 
virtually all the countries covered in the report. 

This reinforces the importance of accelerating 
structural reforms to enhance convergence with 
advanced economy productivity levels. 
China, along with Indonesia more recently, have 
seen the best TFP growth historically and both 
have made good progress since 2009 in 

enhancing governance, on the basis of the World 
Bank's ease of doing business and rule of law 
measures.  By contrast, Turkey, Brazil, Russia, 

South Africa and Mexico have seen lacklustre 
TFP growth. India's TFP performance has also 
been surprisingly weak given its low level of GDP 
per capita, while Korea has been the mirror 

image with strong TFP growth over the last 20 
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years despite already high income levels. 

Today's report, "Investment & Demographics 

Key to EM Growth Potential," covers the 
following countries: China, India, Brazil, Russia, 
Korea, Indonesia, Mexico, Poland, Turkey and 
South Africa.  
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 

peter.fitzpatrick@fitchratings.com; Hannah James, 
New York, Tel: + 1 646 582 4947, Email: 
hannah.james@fitchratings.com; Leslie Tan, 
Singapore, Tel: +65 67 96 7234, Email: 
leslie.tan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

GLOBAL 

 

Global debt level hits $233 trillion 

record high in Q3 2017 

04-Jan-2018  
LONDON, Jan 4 (Reuters) - Global debt levels 

soared to a record high of $233 trillion in the 
third quarter of 2017, the Institute of 
International Finance (IIF) said on Thursday, 
though it noted that robust economic growth 
meant debt-to-GDP ratios were declining. 

The Washington DC-based financial industry 
body said while total debt had risen by $16 

trillion in the third quarter compared to end-
2016, debt ratio to global gross domestic 

product (GDP) had fallen for the fourth quarter 
in a row as the world economy expanded. 
It was referring to total debt incurred by the 
household, government, financial and non-
financial corporate sectors. 
However, China which has accounted for the 
lion's share of new debt in emerging markets, 

saw the pace of debt accumulation slow; debt 
rose by two percentage points last year to 294 
percent of GDP, compared to an average 
annual increase of 17 percentage points in the 
2012-2016 period. 

The IIF warned however, of "heavy emerging 

market redemptions" noting that over $1.5 
trillion of bonds and syndicated loans would be 
maturing through end-2018. China, Russia, 

Korea and Brazil had heavy dollar-debt 
repayment schedule this year, it added.  
 
(Reporting by Sujata Rao, editing by Karin Strohecker) 
(( sujata.rao@thomsonreuters.com ; 44 20 7542 6176 
; Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net 
)) 
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