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ASIA 
 

Bahrain 

Bahrain central bank's net foreign 

assets fall in May as currency under 

threat  

01-Jul-2018  
•Central bank's foreign assets worth 40 days 
of imports 
•Combined central and retail bank assets at 
record low 
•Data suggests occasional FX aid not enough 
to support reserves  
•Follows drop of dinar to 17-year low against 
dollar 
•Saudi pledge of assistance prompts only 
partial market recovery 

By Andrew Torchia 

DUBAI, July 1 (Reuters) - Net foreign assets at 

Bahrain's central bank fell in May, according 
to official data released on Sunday that may 
fuel concern about the country's ability to 
defend its currency against a current account 
deficit and rising public debt. 

The assets dropped to 671.1 million dinars 
($1.78 billion) from 779.4 million dinars in April, 

the central bank said. Net foreign assets at 
Bahraini retail banks also fell, to minus 1.20 

billion dinars from minus 1.17 billion, meaning 
liabilities exceeded assets. 
Combined, the net foreign assets of the central 
bank and retail banks sank to minus 526.1 
million dinars in May - the lowest level on 
record. 

Bankers say the central bank sometimes uses 
swap agreements or other deals to obtain 

foreign currency as needed from retail banks, 
bolstering its reserves. The simultaneous fall of 
both sources of foreign currency suggests that 
strategy may become increasingly difficult.  
Sunday's data showed the central bank's net 

foreign assets were equivalent to about 40 days' 
worth of imports; some economists believe a 
safe level of reserves for emerging economies is 
around 90 days. Bahrain also has investments 
abroad which it might liquidate if it needed hard 
currency. 
Analysts believe Bahrain's diplomatic allies in 

the Gulf have been quietly providing it with 
infusions of hard currency to support its 

reserves. For example, Bahrain made a private 

placement of $500 million of government 
development bonds to an unnamed regional 
institution in April, according to Jean-Michel 
Saliba, regional economist at Bank of America 
Merrill Lynch. 
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But Sunday's data suggested such informal, 

occasional aid might no longer be enough to 

support Bahrain's foreign reserves and that a 
much larger, long-term assistance programme 
could be required.  
Bahrain's dinar, pegged at 0.37608 to the U.S. 
dollar, slipped to a 17-year low last week as 
hedge funds dumped its global bonds because of 

jitters about Manama's public debt, which 
jumped to 89 percent of gross domestic product 
last year. 
The markets then partially rebounded after 
Saudi Arabia, the United Arab Emirates and 
Kuwait said they would soon announce an 
assistance programme to support the 
country's fiscal stability and economic 
reforms. 

However, the allies did not give any details, and 
many bankers think that even if Bahrain is 
bailed out, its finances will remain shaky unless 
it can also introduce tough austerity steps to 
shrink its state budget deficit. Domestic political 
opposition has so far blocked such steps. 
The cost of insuring Bahrain's sovereign debt 

against default fell but remained high even 
after last week's pledge of assistance, with 
credit default swaps now implying a nearly 24 
percent probability of default in the next five 
years. 

 
(Reporting by Andrew Torchia; Editing by Andrew 
Bolton) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China 

China's finance ministry issues 5 bln 

yuan of treasury bonds in Hong Kong  

05-Jul-2018  

BEIJING, July 5 (Reuters) - China's finance 

ministry said on Thursday that it had issued 5 
billion yuan ($753.40 million) in yuan-
denominated treasury bonds in Hong Kong. 

The ministry said in a statement it had issued 
4.5 billion yuan in bonds to institutional 
investors, consisting of 3 billion yuan of two-
year bonds at 3.65 percent, and 1.5 billion yuan 

of 5-year bonds at 3.8 percent.  
The ministry issued 300 million yuan of two-year 
bonds and 200 million yuan of five-year bonds to 
overseas central banks and monetary authorities 
at the prevailing rate on Chinese treasury bonds 
of the same maturity. 

 
($1 = 6.6366 Chinese yuan) 
(Reporting by Beijing Monitoring Desk 
Editing by Jacqueline Wong) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Offshore holdings of China treasury 

bonds hit new peak in June  

05-Jul-2018  
SHANGHAI, July 5 (Reuters) - Offshore 

investors boosted their holdings of Chinese 
treasury bonds to an all-time high in June, 
data from China's primary bond clearing 
house showed. 

Offshore holdings of Chinese treasury bonds 
grew by 79.4 billion yuan in June to 915.3 billion 
yuan ($137.81 billion), according to Reuters' 
calculations based on data from China Central 
Depository and Clearing Co. 

It was the 16th consecutive month of increases 
in offshore holdings of Chinese government 

bonds. 
The purchases brought the proportion of 
outstanding Chinese government bonds held by 
offshore institutions to 7.3 percent, the highest 

proportion to date, and up from 6.7 percent a 
month earlier. 
Foreign bond holdings rose in June despite 
China's currency suffering its worst month on 
record. The yuan fell about 3.3 percent in June, 
prompting the central bank to soothe jittery 
markets.. 

The yield on 10-year Chinese treasury bonds 
was at 3.522 percent on Thursday, Reuters data 
showed, down 55 basis points from its late-
January high. 

 
($1 = 6.6419 Chinese yuan) 
(Reporting by Andrew Galbraith; Editing by Sunil Nair) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Debt curbs likely hit China's Q2 GDP 

growth as trade war looms  

05-Jul-2018  
•China GDP seen growing 6.7 pct y/y in Q2, 

vs Q1's 6.8 pct  
•Economy pinched by higher funding costs 
amid debt battle 
•Chinese stocks, currency volatile ahead of 
U.S. tariffs 
•Q2 GDP, June activity data due July 16 at 

0200 GMT 
By Kevin Yao 
BEIJING, July 5 (Reuters) - China's second-

quarter economic growth is expected to have 

slowed slightly from the previous quarter, a 
Reuters poll showed, as the government's 
efforts to tackle debt risks crimp activity and 
a looming U.S. trade war threatens exports. 

The economy has already felt the pinch from a 
multi-year crackdown on riskier lending that has 

driven up corporate borrowing costs, promoting 
the central bank to pump out more cash by 

cutting reserve requirements for lenders. 
Recent data have started to show signs of 
fatigue as credit expansion slowed and domestic 
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demand ranging from government-funded 

infrastructure investment to consumer spending 

looked to be softening. This comes as a 
deepening trade war with the United States 
looks set to hit China's export machine. 
A poll of 55 economists showed growth in gross 
domestic product likely eased marginally to 6.7 
percent in the second quarter from a year 

earlier, compared with the 6.8 percent clip in the 
previous three quarters. Forecasts in the poll 
ranged from 6.5 percent to 6.9 percent. 
"The synchronised slowdown in domestic and 
external demand is likely to put pressure on 
economic growth in the second half," said Lian 

Ping, chief economist at Bank of 
Communications. 
Lian said he expected GDP growth to slow to 6.6 

percent in the third quarter and stay steady in 
the fourth quarter, bringing full-year growth to 
6.7 percent - above the government's target of 
around 6.5 percent. 

China's Commerce Ministry on Thursday warned 
the proposed U.S. tariffs would hit international 
supply chains, including foreign companies in the 
world's second-largest economy. 
POLICY SUPPORT EXPECTED 
Faced with a slowdown in domestic demand and 
the potential fallout from the trade war, Chinese 

policymakers are likely to step up policy support 
for the economy and soften their stance on 
deleveraging. 
The People's Bank of China, which has cut 

banks' reserve requirements three times this 
year, has recently replaced its use of the term 

"deleveraging" with "structural deleveraging", a 
change that suggests less harsh curbs on debt. 
The central bank also said it will keep liquidity 
"reasonably ample", a shift from the previous 
wording of "reasonably stable". 
Chinese currency and equity markets have been 
volatile ahead of July 6, when U.S. tariffs on $34 

billion worth of Chinese goods are set to kick in, 
with the yuan losing about 3.3 percent in June 
against the dollar - its worst month on record.  
Beijing has said it would retaliate with tariffs on 
U.S. products. 

"On monetary policy, we expect the PBoC to 
ease policy further in the quarters ahead in a 

more proactive and forward-looking manner," 
economists at Nomura said in a note. 
The Nomura economists said they expected the 
PBoC to deliver at least one more RRR cut before 
year-end, likely by 100 basis points and increase 
direct funding to the real economy via other 

liquidity injection tools, such as the 
supplementary lending facility. 
Despite the economic uncertainty, China is 
comfortable with a weakening yuan, policy 
insiders told Reuters, and will intervene only 
to prevent any rapid and destabilising 
declines or to restore market confidence, as 
the economy loses momentum and faces 
further trade risks. 

China releases second quarter GDP on July 16, 

along with June industrial output, retail sales, 
property sales and investment, and fixed asset 
investment data. 

Economists in the poll estimated GDP grew 1.6 

percent quarter-on-quarter, versus 1.4 percent 

in the first quarter. 
 
(Reporting by Kevin Yao; Polling by Khushboo Mittal in 
Bengaluru and Wang Jing in Shanghai; Editing by Sam 
Holmes) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hon Kong 

Hong Kong Monetary Authority - 

Tender for the re-opening of 10-year 

Government Bonds under the 

Institutional Bond Issuance 

Programme to be held on Wednesday, 

11 July 2018  

03-Jul-2018  
The Hong Kong Monetary Authority (HKMA), 
as representative of the Hong Kong Special 
Administrative Region Government (HKSAR 
Government), announces today (Tuesday) 
that a tender of 10-year Government Bonds 
(Bonds) through the re-opening of existing 
10-year Government Bond issue 10GB2706 
under the Institutional Bond Issuance 
Programme will be held on Wednesday, 11 
July 2018, for settlement on Thursday, 12 July 
2018.  

An additional amount of HK$1.2 billion of the 
outstanding 10-year Bonds (issue no. 
10GB2706) will be on offer. The Bonds will 
mature on 29 June 2027 and will carry interest 
at the rate of 1.25% per annum payable semi-
annually in arrears. The Indicative Pricings of the 
Bonds on 3 July 2018 is 92.15 with an 

annualised yield of 2.231%.  
Under the Institutional Bond Issuance 
Programme, tender is open only to Recognized 
Dealers which are appointed as Primary Dealers. 
Anyone wishing to apply for the Bonds on offer 
can do so through any of the Primary Dealers on 

the current published list, which can be obtained 
from the Government Bond. 
 
(C) Copyright 2018 - Hong Kong Monetary Authority 
 
 

India 

India Bonds Off Highs As Oil Prices, 

INR Losses Up Inflation Fears  

02-Jul-2018  
By Neha Dubey 

NewsRise 

MUMBAI (Jul 02) -- Indian government bonds 

were off highs in afternoon trade, as higher 
crude oil prices and a falling local currency 
raised concerns that inflation may remain 
higher in the coming months.  

The benchmark 7.17% bond maturing in 2028 
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changed hands at 95.18 rupees, yielding 7.90%, 

at 1:04 p.m. in Mumbai, against 95.16 rupees at 

the previous close. The note rose to 95.44 
rupees earlier today amid short covering, traders 
said. The Indian rupee was trading at 68.70 to 
dollar against 68.47 at previous close. 
“The early short covering is done and prices are 
under pressure as there is no fresh buying 

support,” a trader with a state-run bank said. 
“Uncertainty over crude oil and rupee movement 
will weigh on demand in the near term.” 
The Indian rupee had slumped to a 58-month 
low against the dollar last week and breached 
the 69-level for the first time ever, as 

protectionist trade policies of the U.S. 
threatened to cause a global trade war. 
The benchmark Brent crude oil contract gained 

over 2% on Jun. 29 and was last at $78.41 per 
barrel against $79.44 at previous close. India 
imports about 80% of its crude oil requirements. 
Higher crude oil prices have boosted 

expectations that India’s Monetary Policy 
Committee may hike the key interest rate again 
in August, after raising it by 25 basis points in 
June. 
India’s federal cabinet will approve raising 
minimum support prices of summer-sown crops 
when it next meets and will fix higher fair and 

remunerative price for sugarcane for the 
upcoming sugar season in the next two weeks, 
an official said on Jun. 29. 
The government is due to auction bonds worth 

120 billion rupees this week. The central bank is 
expected to announce the choice of papers for 

the auction after market today. 
 
- 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's Short-Term Bonds Get Traded 

More Amid Mutual Funds' Buying   

02-Jul-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Jul 02) -- Indian mutual funds 

increase activity in short-term debt such as 
government's cash management bills and 

commercial papers issued by companies amid 
inflows in liquid and short-term debt funds, 

traders say. “The CMB levels are very attractive, 
as we get a good spread over the CBLO 
(Collateralized Borrowing and Lending 
Obligation) rates, so most mutual funds and 
some banks are active in that space,” Killol 
Pandya, head - fixed income at Essel Mutual 

Fund, says. CMB maturing on August 10 second 

most traded government security today; bill 
maturing on August 21 fifth most traded. “There 
is an increase in commercial paper issuances 
and yields are coming down as demand from 
mutual funds has gone up sharply over the last 

week or so,” Pandya adds. 

 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Slightly Higher On Short 

Covering, INR Strength  

04-Jul-2018  
By Neha Dubey 
NewsRise 
MUMBAI (Jul 04) -- Indian government bonds 

marginally higher in early trade on short 
covering and amid INR strength, traders say. 
Benchmark bond at INR95.34, yielding 

7.88%, against INR95.29 previous close. “This 
is the third consecutive session where bond 
prices have risen in early session due to short 
covering despite weak global cues,” dealer with 
state-run bank says. INR rose to 68.45/USD 
against 68.58 yesterday; now at 68.54. Bonds 
may stay rangebound until outcome of the 

federal cabinet meeting today where traders 
await approval on raising minimum support price 
of summer crops. Benchmark Brent crude oil up 
0.4% at $78.09/bbl after overnight rise of 0.6%. 
RBI to auction 91-day, 182-day and 364-day 
Treasury Bills worth INR180 billion today; 

benchmark yield tipped in 7.86%-7.91% band. 

 
- 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 
 
 

Indonesia 

Indonesia to review capital goods 

imports to control deficit  

03-Jul-2018  
•Capital goods imports for big govt projects to 
be reviewed 
•Deficit "a source of negative sentiment" for 

investors – fin min 
•Says firms must be braced for shocks from 
rupiah, higher rates 

JAKARTA, July 3 (Reuters) - Indonesia plans to 

review the import of capital goods for big 
government projects to help manage its 
current account deficit, the finance minister 
said on Tuesday, part of a series of 
coordinated policy measures to bolster its 
financial markets. 

The country's rupiah currency, stocks and bonds 

have sold off as investors flee emerging markets 
amid rising U.S. interest rates, higher oil prices 
and the threat of a full blown U.S.-China trade 
war. 
The vulnerability of Southeast Asia's biggest 
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economy has been increased by worries about 

its current account deficit. 

Indonesia's central bank has raised its 
benchmark rate by a total of 100 basis points, 
with the latest hike coming on Friday, amid 
efforts to defend the rupiah and stem capital 
outflows. 
Finance Minister Sri Mulyani Indrawati said 

the current account deficit was "a source of 
negative sentiment" for investors, so 
authorities were looking at ways to reduce it. 

"We will look at the content, whether a project is 
urgent to be completed and must import capital 
goods," Indrawati told reporters, describing the 
measure as "a short-term correction for long-
term development".  

Indonesia's current account deficit was 1.7 

percent of gross domestic product last year, but 
is expected to widen to somewhere below 2.5 
percent in 2018 as economic activity improves, 
Bank Indonesia (BI) has said. 
During January to May this year, Indonesia 
imported $4.1 billion worth of goods in relation 

to the government's infrastructure push and 
another $1.1 billion in defence equipment, 
central bank data showed.  
The rupiah hit 14,455 per dollar on Tuesday, the 
weakest since October 2015 as Asian currencies 
are roiled by global trade tensions. 
BI Governor Perry Warjiyo said on Tuesday 

the central bank will work with the 
government to reduce the deficit and pledged 
to keep intervening in the currency and bond 
markets. 

BI will remain "pre-emptive, front-loading and 
ahead of the curve" in its policy setting, he said, 
including by making sure it is ahead of other 
emerging markets in terms of attracting 

investors. 
"When they want to invest in emerging markets, 
they will compare yields, risk premium and other 
things. When we make decisions, we have to 
benchmark ourselves against others," he said, 
comparing Indonesia's real interest rate to 
India's before and after Friday's 50-basis-point 

rate hike.  
India, Indonesia and the Philippines are 
considered Asia's most externally vulnerable 
economies due to current account deficits and 
also due to their appetite for oil imports.  

Finance Minister Indrawati also warned 
companies to prepare to absorb shocks in their 
balance sheet from a weaker rupiah and higher 

interest rates.  
 
(Reporting by Maikel Jefriando and Gayatri Suroyo; 
Editing by Richard Borsuk and Jacqueline Wong) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bank Indonesia - Official Reserve 

Assets Are High Enough in June 2018  

06-Jul-2018  
Indonesia's official reserve assets at the end 

of June 2018 were quite high at USD119.8 
billion, although lower than the end of May 

2018 of USD122.9 billion. The reserve asset 

position was equivalent to financing of 7.2 
months of imports or 6.9 months of imports and 
servicing of government external debt, well 
above the international standard of reserve 
adequacy of 3 months of imports. Bank 
Indonesia considers the position of official 

reserve assets is able to support the external 
sector resilience and maintain macroeconomic 
and financial system sustainability.  
The decline in the reserve assets in June 2018 
was mainly due to government external debt 
repayment and rupiah stabilization in the midst 

of remained high uncertainty of global financial 
market. Going forward, Bank Indonesia 

considers the official reserve assets remain 
adequate supported by confidence in stability 
and the upbeat outlook for the domestic 
economy as well as positive export performance. 
 
(C) Copyright 2018 - Bank Indonesia 
 
 

Pakistan 

China lends $1 billion to Pakistan to 

boost plummeting FX reserves  

30-Jun-2018  
ISLAMABAD, June 30 (Reuters) - China has lent 

Pakistan $1 billion to boost the South Asian 
country's plummeting foreign currency 
reserves, two sources in Pakistan's finance 
ministry told Reuters, amid growing 
speculation of another International Monetary 

Fund bailout. 

The latest loan highlights Islamabad's growing 
dependence on Chinese loans to buffer its 
foreign currency reserves, which plunged to 
$9.66 billion last week from $16.4 billion in May 
2017. 
The lending is the outcome of negotiations for 

loans worth $1-$2 billion that was first reported 
by Reuters in late May, the two sources told 

Reuters. 
"Yes, it is with us," said one finance ministry 
source, in reference to the Chinese money. The 
second source added that the "matter stands 
complete". 

The finance ministry spokesperson did not 
respond to a Reuters request for comment. 
With the latest loan, China's lending to Pakistan 
in this fiscal year ending in June is set to breach 
$5 billion. 
In the first 10 months of the fiscal year China 
lent Pakistan $1.5 billion in bilateral loans, 
according to a finance ministry document 

seen by Reuters. During this period Pakistan 
also received $2.9 billion in commercial bank 
loans mostly from Chinese banks, ministry 
officials told Reuters. 

Beijing's attempts to prop up Pakistan's 
economy follow a strengthening of ties in the 
wake of China's pledge to fund badly-needed 
power and road infrastructure as part of the $57 
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billion China-Pakistan Economic Corridor (CPEC), 

an important cog in Beijing's vast Belt and Road 

initiative. 
But analysts say China's help will not be enough 
and predict that after the July 25 national 
election the new administration will likely seek 
Pakistan's second bailout since 2013, when it 
received a package worth $6.7 billion from the 

IMF. 
"Looking at the current scenario, it is likely after 
the new government comes in that they will go 
to the IMF," said Suleman Maniya, head of 
research at local brokerage house Shajar 
Capital. 

 
(Reporting by Drazen Jorgic 
Editing by Ros Russell) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
 
 

Qatar 

Yields drop as Qatar central bank sells 

800 mln riyals of T-bills  

04-Jul-2018  
DUBAI, July 4 (Reuters) - Qatar's central bank 

sold 800 million riyals ($220 million) of 
Treasury bills in its monthly auction, with 
yields dropping from the previous sale, the 

bank said on Wednesday. 

It sold 400 million riyals of three-month bills at 
2.26 percent, 200 million riyals of six-month at 
2.56 percent and 200 million riyals of nine-
month at 2.79 percent. 
In early June, it had sold 700 million riyals of 
three-month bills at 2.38 percent, 300 million 

riyals of six-month at 2.63 percent and 200 
million riyals of nine-month at 2.83 percent. 
 
(Reporting by Andrew Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka 

Sri Lanka central bank stands pat, says 

low rates will support growth  

06-Jul-2018  
By Shihar Aneez 

COLOMBO, July 6 (Reuters) - Sri Lanka's 

central bank left its key policy rates 
unchanged as expected on Friday, saying a 
low rates environment and stabilising 
inflation will support an economy in the face 
of a fragile rupee currency.  

Political uncertainty stoked by the ruling 
coalition's loss in local polls in February has cast 
a shadow on Sri Lanka's economy, which slowed 

to a 16-year low of 3.3 percent in 2017, 
prompting an unexpected rate cut in April. 

Growth is under more pressure as rising U.S. 

interest rates have seen foreigners pull out 

funds from emerging markets. 
The central bank said in a statement its 
monetary board's decision is "consistent with 
stabilising inflation at mid-single digit levels in 
the medium term, thereby contributing to a 
favourable growth outlook for the Sri Lankan 

economy." 
"The sustained recovery in the global economy is 
likely to support domestic economic growth, 
while the prevalence of a low inflation 
environment and an appropriately valued flexible 
exchange rate are also expected to facilitate 

higher growth." 
The central bank left the standing lending facility 
rate (SLFR) at 8.50 percent and standing deposit 

facility rate (SDFR) at 7.25 percent. The market 
had expected both rates to be kept steady. 
Government officials have forecast economic 
growth of around 4.5 percent this year, less than 

the central bank's projection of around 5 
percent. 
"At this moment the central bank can't do 
anything," said Dimantha Mathew, head of 
research, First Capital Holdings. 
"The economy is too slow, so the rates needed 
to be cut. But the foreign outflow from the 
government securities is high, so you can't cut 

the rates."  

The central bank unexpectedly cut its key 
lending rate by 25 basis points in April to 

support the economy, but policymakers must 
also defend a fragile rupee as the Federal 
Reserve's rate increases draw funds from 
emerging markets toward dollar-denominated 

assets. 
The spot rupee hit an all-time low of 160.17 per 
dollar on June 20 and is down 3.6 percent so far 
this year, after falling 2.5 percent last year. 
Currency dealers expect around a 6 percent fall 
this year. 
"Much of this depreciation was recorded since 

late April, reflecting the broad based 
strengthening of the US dollar in the 
international market," the central bank said, 
adding that it intervened to address speculative 

behaviour and unwarranted volatility.  
Since April 18, Sri Lanka has seen 28.7 billion 
rupee ($181.3 million) of foreign outflows from 

government securities, central bank data 
showed.  
The previous rate increases along with tight 
fiscal measures to meet conditions imposed by 
the International Monetary Fund for a $1.5 
billion loan have dragged on the economy.  

 
(Editing by Shri Navaratnam) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018. 
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Taiwan 

Moody's Says Taiwan To See Modest 

GDP Growth  

04-Jul-2018  
July 4 (Reuters) -  
Moody's - Taiwan to see modest GDP growth; 
risks to trade, geopolitical tensions remain 
key credit challenges. 

Moody's - Taiwan's economic growth  in 2018 
and 2019 is unlikely to match the robust result 
recorded in 2017, as global trade flows wane. 

Moody's - Taiwan's fiscal pressures appear 

negligible, with narrow deficits and a modest 
debt burden, comparable with similarly rated 
sovereigns. 

Moody's-stable outlook on Taiwan's rating on 
view that its credit profile will not change 
significantly, as the economy grows at a steady, 
modest pace. 

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

Thailand 

Thailand to launch big infrastructure 

fund in Sept   

06-Jul-2018  
BANGKOK, July 6 (Reuters) - A multi-billion 

dollar infrastructure fund planned by the Thai 
government, first announced in 2015, should 
be launched in September, Deputy Prime 

Minister Somkid Jatusripitak said on Friday. 

The government aims to use the "Thailand 
Future Fund", intended to eventually reach 100 
billion baht ($3.02 billon), to finance investment 
projects to boost economic growth. Its rollout 
has been repeatedly delayed. 
"The State Enterprise Policy Office has confirmed 

that the Thailand Future Fund process will be 
done this month and it will be able to sell units 

in September," Somkid told reporters. 
The government said the fund would initially sell 
to the public units worth at least 44 billion baht.  
 
($1 = 33.16 baht) 
(Reporting by Kitiphong Thaichareon; Writing by 

Orathai Sriring; Editing by Richard Borsuk) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Albania 

Albania preparing to issue Eurobond  

02-Jul-2018  

TIRANA (Albania), July 2 (SeeNews) –The 

government has launched a procedure for 
issuing a new Eurobond, aiming to refinance 
the country’s external debt and decrease 
pressure on the domestic financial market, 
Prime Minister Edi Rama said. 

"We repaid a series of debt obligations inherited 
from the previous government and now we are 
preparing to come up with another Eurobond,” 
Rama said on Sunday in a press release without 

elaborating. 
In May, the government approved a decision 
that paves the way for the finance ministry to 
initiate a procedure for Eurobond issuance. 

The government is planning a five-year 
Eurobond issue of up to 500 million euro ($584 
million), according to Albanian media reports. 
In 2015, Albania issued a 450 million euro five-

year Eurobond carrying a coupon of 5.75%, 
down from 7.5% in its first 300 million euro 
Eurobond issued in 2010. 
Legal changes approved in 2015 allow the 
finance minister to issue debt within the limits 
set by the government budget without prior 
approval from the parliament. The changes aim 

to accelerate borrowing procedures in order to 
secure lower interest rates. 
Deutsche Bank and JP Morgan Chase acted as 
joint lead managers of Albania’s previous two 
Eurobonds. 
 
($ = 0.85579 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Albania sends request for proposal for 

euro bond  

02-Jul-2018  

By Robert Hogg 
LONDON, July 2 (IFR) - The Republic of Albania 

has sent a request for proposals to banks for a 
euro bond offering. 

The sovereign is aiming to raise up to €500m 
with a maturity from five to 10 years.  
Albania is also intending to buy back "a fraction" 
of its outstanding 2020 note, according to the 

RFP document seen by IFR. 
The deadline for proposals is July 10. 
The debt placement is scheduled to take place 
in October, added a government source. 
Albania is rated B1 by Moody's and B+ by 
S&P. 

It sold the €450m 5.75% 2020s in November 
2015. The notes are bid at 109.48 to yield 

1.62%, according to Tradeweb prices. 
 
(Reporting by Robert Hogg; editing by Sudip Roy and 
Julian Baker) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bosnia 

Bosnia's govt decides to withdraw third 
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tranche under loan deal with IMF  

03-Jul-2018  

SARAJEVO (Bosnia and Herzegovina), July 3 
(SeeNews) – Bosnia's government said on 

Tuesday it has made a decision to withdraw 
the third tranche under its three-year 
Extended Fund Facility (EFF) with the 
International Monetary Fund (IMF). 

"This decision authorises the withdrawal of the 

third tranche of the Extended Fund Facility (EEF) 
with the IMF in the total amount of 
73,631,304.43 marka ($43.9 million/37.6 million 
euro), which is equivalent to 31,621,700.00 
special drawing rights (SDRs)," the Council of 
Ministers said in a statement following its weekly 

session. 
Within the framework of the EEF, the country's 

finance ministry will issue a promissory note 
when the conditions are met and will carry out 
all the necessary activities to withdraw the third 
tranche, the government noted. 
In May, the Executive Board of the IMF 

announced it plans to consider a second review 
under its three-year loan deal with Bosnia and 
Herzegovina in the summer. 
"Bosnia and Herzegovina’s economic programme 
remains on track," Nadeem Ilahi, who led a 
mission to Bosnia in May, said. "The recovery 
has strengthened, largely led by strong private 

consumption and exports and the unemployment 
rate has also declined." 
In September 2016, the IMF approved a three-

year 553.3 million euro loan to Bosnia to support 
the country's economic reform agenda. 
 
(1 euro=1.95583 marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Croatia 

Croatia to open books for two local 

bonds this week  

02-Jul-2018  
ZAGREB, July 2 (Reuters) - Croatia will later 

this week open books for two new local 
bonds, one of the arrangers said on Monday. 

Croatia has to refinance a five-year local bond 
worth 6.0 billion kuna ($946 million) that 

matures on July 10. 
"The books for two bonds will open on July 4 at 
0700 GMT,", the arranger said.  
Four local banks will act as arrangers of the 
bonds. 
One bond will be a second tranche of a six-year 
paper that matures on Nov. 27, 2023. The first 

tranche amounted to 5.8 billion kuna. 
The second bond will have an 11-year maturity. 
Last month Croatia refinanced an international 
bond worth750 million euros ($873 million). 

 
($1 = 6.3418 kuna) 
($1 = 0.8590 euros) 
(Reporting by Igor Ilic; Editing by Toby Chopra) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Croatia opens books for new local 

bonds to be issued on July 9  

04-Jul-2018  
ZAGREB, July 4 (Reuters) - Croatia has opened 

the books for two new local bonds to be 
issued on July 9, one of the arrangers said on 
Wednesday. 

One bond will be a second tranche of a six-year 
paper that matures on Nov. 27, 2023, whose 
first tranche amounted to 5.8 billion kuna 
($916.85 million). The second bond will have an 
11-year maturity. 

Croatia has to refinance a 5-year local bond 
worth 6.0 billion kuna that matures on July 10. 

The overall value of new paper is expected to 
exceed the value of the maturing bond as 
Croatia also has to finance a budget gap this 
year of 0.5 percent of gross domestic product 
(GDP). 

Four major local banks are arrangers of the new 
issues. 
Last month Croatia refinanced an international 
bond worth 750 million euros ($874.80 million). 
 
($1 = 6.3260 kuna) 
($1 = 0.8573 euros) 
(Reporting by Igor Ilic, editing by Louise Heavens) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Croatia prices domestic bonds worth 

altogether 10.5 bln kuna  

04-Jul-2018  

ZAGREB, July 4 (Reuters) - Croatia on 

Wednesday opened books for the second 
tranche of its six-year bond worth 5.5 billion 
kuna ($866.14 million) with yield to maturity 
of 1.22 percent, one of the arrangers said. 

The books were also opened for its new local 11-
year bond worth 5 billion kuna whose yield to 

maturity amounts to 2.58 percent, the same 
arranger said. 

The demand for bonds currently stands at 15.9 
billion kuna. The books will close at 1330 local 
time (1130 GMT), the arranger said. 
 
(Reporting by Igor Ilic 
Editing by Raissa Kasolowsky) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia's raises 10.5 bln kuna (1.4 bln 

euro) on domestic market  

05-Jul-2018  
ZAGREB (Croatia), July 5 (SeeNews) - Croatia 

successfully placed a 2029 bond worth 5.0 

billion kuna ($790.6 million/676.2 million 
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euro) on the domestic market and issued a 
second tranche of a 2023 bond in the amount 

of 5.5 billion kuna, the finance ministry said. 

The 11-year government securities were placed 
at a yield of 2.58% and the five-year bond at 
1.22%, the finance ministry said in a statement 
late on Wednesday. 
The order book opened and closed within a day 
due to strong investor demand, which exceeded 

the volume of the offer. 
The raised funds will be used to to refinance a 
maturing bond and meet general government 
budget needs. 
 
(1 euro=7.39197 kuna) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Czech Republic 

Government deficit and debt - 1. 

quarter of 2018  

02-Jul-2018  
In Q1 2018, the general government sector 
balance expressed as a percentage of GDP 
reached a surplus 0.72 percent which 
represents an increase by 0.44 percentage 
points (pp) compared to the same quarter a 

year ago. The indebtedness declined annually by 
4.13 pp to 35.82 percent of GDP. Between Q4 
2017 and Q1 2018, the indebtedness grew by 

1.15 pp.  
The general government sector balance, the 
Czech Republic, 1.Q2017 - 1.Q2018  
Notice: Data are not seasonally-adjusted; data 
cannot be compared quarter-to-quarter.  
An annual increase in the positive balance 
was driven by increasing surpluses at the 

local government level (by CZK 4.5 bnto 21.1 
bn) and social security funds (by CZK 3.4 bnto 
3.7 bn). On the contrary, a deficit amounting 
to CZK 15.9 bnwas observed at the central 
government level representing an increase in 
negative balance by CZK 2.2 bnin the year-on-
year comparison.  

In Q1 2018, the total government revenues 

increased by 8.2 percent compared to the same 
period of the previous year. The increase can be 

predominantly attributed to rising revenues from 
social contributions (11.0 percent), income taxes 
(6.4 percent) and taxes from production and 
imports (5.7 percent). The total government 
expenditures increased annually by 7.0 percent. 
The highest growth was recorded in 
expenditures on compensation of employees 

(15.5 percent), subsidies (9.1 percent) and 
social benefits (4.5 percent).  
At the end of the Q1 2018, thegovernment debt 
ratio fell annually from 39.95 to 35.82 percent of 
GDP. Compared to the previous quarter, the 
ratio grew by 1.15 pp. In the year-on-year 

comparison, growth in nominal GDP contributed 
to declining ratio by 2.34 pp. Compared to the 
previous quarter, growing nominal GDP reduced 
indebtedness ratio by 
0.50 pp. An annual decline in nominal debt by 

CZK 91.1 bnfurther reduced government debt 

ratio by 1.79 pp. Between Q4 2017 and Q1 

2018, growing nominal debt by CZK 83.8 
bnincreased government debt ratio by 1.65 pp.  
Debt of government institutions, the Czech 
Republic 1.Q2017 - 1.Q2018  
Quarterly growth in the nominal debt was 
caused mainly by growing amount of debt 

securities issued (+86.5 bn). On the contrary, a 
decrease was recorded for loans (-5.7 bn). With 
the share of 92.2 percent in total debt, debt 
securities remain the major part of the 
government debt.  
Notices: 
Indicators of government deficit and debt 
mentioned above are based on the 
methodology ESA2010 and the Manual on 

government deficit and debt. Quarterly 
indicators published in this release are 
methodologically consistent with the annual 
indicators used for the EDP purposes.  
Government surplus/deficit is represented by the 

item B.9 'net borrowing (-) or net lending (+)' in 
national accounts. It refers to the ability of 
general government sector to finance other 
sectors (+) or the need of general government 
sector to be financed (-) by other economic 
sectors. Deficit is compared with nominal GDP in 
given quarter.  
General government debt is defined as sum of 
the items Currency and deposits, Debt 
securities and Loans. General government 
debt at the end of a given quarter is compared 
with the sum of nominal GDP in four previous 
quarters.  

 
(C) Copyright 2018 - CSO - Czech Statistical Office 
 
 

Czech end-June budget deficit narrows 

but still lags last year  

02-Jul-2018  
PRAGUE, July 2 (Reuters) - The Czech central 

state budget deficit narrowed from May to 
5.98 billion crown ($263.33 million) at the 

end of June but still lagged last year's 
performance, Finance Ministry data showed 
on Monday. 

The result compares to a 4.6 billion crowns 
surplus recorded a year ago. 
Adjusted for funds incoming from the European 
Union, the January-June budget would show a 
deficit of 28.8 billion crowns, compared to a 

deficit of 13.2 billion crowns at the same period 
last year. 
Overal expenditure rose 10.2 percent while 
income was up 8.5 percent.  
Tax income rose 6.7 percent year-on-year to 
599.4 billion crowns while social insurance 
revenues jumped 10.3 percent. 

Expenditure reflected higher spending on schools 

and pensions and also a jump in capital 
spending, although that still lagged plan.  
The 2018 central state deficit was approved by 
parliament with a 50 billion crown deficit. 
The central government budget is the main part 
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of the EU country's overall public sector 

finances, which also include local and regional 

administrations, the health insurance system 
and various off-budget funds. 
The overall fiscal balance showed a 1.6 
percent/GDP surplus for 2017 and the 
ministry expects a 1.5 percent surplus this 
year. 

 
($1 = 22.3290 Czech crowns) 
(Reporting by Mirka Krufova; Editing by Jan Lopatka) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary 

Hungary posts 233 bln forint June 

budget deficit  

06-Jul-2018  
BUDAPEST, July 6 (Reuters) - Hungary's budget 

deficit widened by 233 billion forints ($842.22 
million) in June to 1.42 trillion forints by the 
end of the first half of 2018, exceeding a 1.36 
trillion forint full-year target, data showed on 
Friday. 

The shortfall rose due to higher pre-financing of 
projects sponsored by the European Union, 
which rose to 1.12 trillion forints by the end of 

June, with just 162 billion forints of revenue 
received from EU funds. 
Higher spending on infrastructure and urban 
development projects, as well as interest 

payments worth 268 billion forints on fixed-rate 
bonds issued between 2008 and 2014 also 
contributed to the higher deficit, the ministry 
said. 
At the same time, it affirmed its full-year 
deficit target at 2.4 percent of gross domestic 

product. It said revenues from value-added, 

personal income and payroll taxes rose 
substantially in the first half of 2018. 
 
($1 = 276.65 forints) 
(Reporting by Gergely Szakacs and Marton Dunai) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania central bank's FX reserves fall 

to 31.8 bln euros in June  

02-Jul-2018  

BUCHAREST, July 2 (Reuters) - The Romanian 

central bank's foreign exchange reserves, 
excluding 103.7 tonnes of gold, fell by 1.36 
billion euros to 31.8 billion euros ($37.02 
billion) in June the bank said on Monday. 

Inflows were 2.495 billion euros, mainly 
representing changes in credit institutions' 

foreign currency-denominated required reserves 

and inflows into finance ministry's accounts. 
Outflows totalled 3.852 billion and reflected 
changes in credit institutions' foreign 
currency required reserves, interest payments 
and principal repayments on foreign currency 
public debt including a repayment on the 
finance ministry's euro-denominated bond 
issue totalling 1.597 billion euros.  

The central bank said payments to service 
external public and publicly guaranteed foreign 

currency debt in July amounted to 115 million 
euros. 
 
($1 = 0.8590 euros) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +4021 305 
5263; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia 

Russia to cut daily FX purchases to 

$250 mln on July 6-Aug 6  

04-Jul-2018  

MOSCOW, July 4 (Reuters) - Russia's Finance 

Ministry said on Wednesday it would cut its 
daily purchases of foreign currency for state 
reserves to the equivalent of 15.8 billion 
roubles ($249.74 million) between July 6 and 
August 6. 

The ministry said it was reducing total purchases 
for the upcoming period to the equivalent of 
347.7 billion roubles because revenues from oil 

and gas exports were lower than expected.  
Analysts polled by Reuters predicted the ministry 
would increase purchases of foreign currency 
and buy a total of 395.0 billion roubles from July 
6 to August 6. 
In the preceding period, between June 7 and 
July 5, the ministry's plan envisaged purchases 

of foreign currency in the amount of 379.7 
billion roubles. 
 
($1 = 63.2670 roubles) 
(Reporting by Polina Nikolskaya 
Editing by Maria Kiselyova) 
(( Polina.Nikolskaya@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovakia 

Slovak end-June budget deficit at EUR 

574 mln  

02-Jul-2018  

BRATISLAVA, July 2 (Reuters) - The Slovak 

central government budget deficit reached 
573.91 million euros ($667.86 million) at the 
end of June, narrower than a 818.92 million 
euro deficit posted a year ago, the Finance 
Ministry said on Monday.  

Total revenue reached 6.58 billion euros at the 
end of June, while expenditure was 7.16 billion 
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euros. Tax revenue stood at 5.64 billion euros, 

up from 5.30 billion euros a year ago. 

Revenue from EU transfers reached 496.69 
million euros, up from 384.43 million euros at 
the end of June 2017.  
 
($1 = 0.8593 euros) 
(Reporting by Mirka Krufova; Editing by Tatiana 
Jancarikova) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina to sell one-year dollar 

Treasury notes  

02-Jul-2018  
BUENOS AIRES, July 2 (Reuters) - Argentina 

will launch an auction on Tuesday for dollar-
denominated Treasury notes maturing on July 

26, 2019, the Treasury Ministry said in a 
statement Monday. 

Investors can purchase the notes in dollars, 
pesos, or by trading in short-term central bank 

debt notes known as Lebacs, the ministry said. 
Argentina pledged to reduce the outstanding 
stock of Lebac notes as part of a $50 billion 
standby financing deal with the International 

Monetary Fund last month. 
The statement did not specify the amount of 
debt that would be sold in the auction. Local 
newspaper La Nacion earlier reported that the 
sale would be for between $2 billion and $2.5 
billion, citing a high-level government source. 

Separately, government officials told investors 
on a conference call Monday that Argentina's 
total financing needs for 2019 were $8.4 billion 

but that the country would raise the funds 
locally, without turning to global markets, both 

Bloomberg and local financial news website 
iProfesional reported.  
A Treasury Ministry spokesman declined to 
comment on the amount of the Treasury note 

sale or on what was discussed on the call with 
investors. 
 
(Reporting by Luc Cohen; editing by Jonathan Oatis 
and Tom Brown) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina to cover some 2019 

financing needs with domestic bonds  

03-Jul-2018  
BUENOS AIRES, July 3 (Reuters) - Argentina 

will need to raise a net $8 billion in the 
domestic debt market in 2019 to meet 

financing needs that include a $7.4 billion 
primary deficit and $25 billion in debt 
principal and interest payments, according to 
a Treasury Ministry document.  

Argentina will use $11.7 billion from its $50 
billion credit line with the International Monetary 
Fund (IMF) in 2019 and $13.4 billion between 
July and December 2018, according to a 

presentation to investors by Treasury Minister 
Nicolas Dujovne to investors published on 
Tuesday. 
It will raise $3 billion in international markets, all 
to cover maturing debt, according to the 
presentation.  
The peso currency rose for the second straight 

session on Tuesday following a sharp drop last 
week, bolstered by a surprise hike in bank 
reserve requirements by the central bank. A run 
on the peso in recent months prompted the 
government to turn to the IMF for funding.  
Stock markets also rebounded, with the 
benchmark Merval stock index closing up 7.38 

percent on Tuesday. Bonds were also higher, 
with over-the-counter bonds up 1 percent, on 
average.  
According to the presentation, the 
government needs to issue new debt 
equivalent to $1.2 billion for the remainder of 
2018.  

Argentina announced on Monday that it would 

sell one-year, dollar-denominated Treasury 
notes, though it did not provide an amount. On 
Tuesday, it delayed the deadline for investors to 
present their offers to Thursday from Tuesday 
afternoon. 
Argentina may need to issue more debt than 
planned if it is unable to roll over all of its 

maturing debt this year and next year, according 
to the presentation.  
This year's primary fiscal deficit, which does 
not include debt payments, is expected at 2.7 
percent of gross domestic product while the 
shortfall including debt obligations is seen at 
5.1 percent of GDP, according to the 
presentation. 
The deficits in 2019 are projected at 1.3 

percent and 3.7 percent of GDP, respectively, 
according to the presentation. The 
government expects a flat primary balance in 
2020 and a financial deficit including debt 
payments of 2.3 percent of GDP. In 2021 the 
presentation projects a 0.5 percent primary 
surplus with a financial deficit of 1.7 percent 
of GDP. 

 
(Reporting by Buenos Aires newsroom; Additional 
reporting by Paul Kilby in New York; Writing by Luc 
Cohen and Scott Squires 
Editing by Jeffrey Benkoe and Lisa Shumaker) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 

https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
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Argentina sells $422 mln in Treasury 

notes, below expectations  

06-Jul-2018  
BUENOS AIRES, July 5 (Reuters) - Argentina 

sold $422 million in one-year, dollar-
denominated Treasury notes at a nominal 
annual interest rate of 5.5 percent, the 
Treasury Ministry said on Thursday, in an 
auction that failed to meet market 
expectations. 

In the days leading up to the sale, traders had 
said they expected the government to sell 
upwards of $1 billion in debt through the 
auction, which would have reduced downward 

pressure on the peso currency. 
The ministry said swaps of central bank debt 
notes known as Lebacs accounted for $295 
million of the total. The rest came from cash 
offers. The government received a total of 
$481 million in offers. 

Argentina pledged to reduce the outstanding 
stock of Lebac notes as part of a $50 billion 

standby financing deal with the International 
Monetary Fund (IMF) last month. A run on the 
peso, which has lost more than 30 percent of its 
value this year, prompted the South American 
country to turn to the IMF.  
The outstanding stock of Lebacs is 
approximately $37 billion. 

The government had announced the auction 

earlier this week. It was initially scheduled to 
conclude on Tuesday, but the Ministry extended 
the deadline for receiving offers to Thursday "in 
response to the request from potential 
participants and in virtue of the short time 
frame." 

 
(Reporting by Luc Cohen and Jorge Otaola; editing by 
Phil Berlowitz and Tom Brown) 
(( luc.cohen@thomsonreuters.com ; +54-11-4318-
0645; +54-9-11-2313-4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bahamas 

Central Bank of The Bahamas - 

Economic and Financial Developments 

May 2018   

02-Jul-2018  

Domestic Economic Developments  
Overview  
Developments within the domestic economy 
remained largely positive during the review 
period of May 2018, as tourism indicators 
continued to trend upwards, while foreign 
investment projects supported construction-

related activity. Reflecting the increase in global 
oil prices, domestic energy costs rose during the 

period, while on the fiscal front, the cumulative 
deficit contracted over the ten months of 
FY2017/2018, due to a decline in capital 
expenditure and an increase in revenue. In 

monetary developments, broad liquidity 

expanded, owing to increased short-term 

financing to the Government; however, external 
reserves contracted, attributed in part to the 
seasonal uptick in foreign currency demand 
during the holiday period, combined with public 
sector net foreign currency debt payments.  
Real Sector  

Tourism  
Preliminary tourism sector indicators suggest 
that the sector continued to exhibit signs of 
strengthening during the review period. In 
particular, data from the Nassau Airport 
Development Company Ltd. (NAD), showed that 

total visitor departures-net of domestic 
departures-grew by 15.3% in May, a reversal 
from a 2.4% decline a year earlier. This was 

supported by gains in both the U.S and non-U.S 
components, by 15.9% and 11.8%, compared to 
declines of 2.6% and 1.0%, respectively, in the 
prior year. Similar trends were noted over the 

five-month period, as total visitor traffic 
advanced by 12.7%, vis-à-vis a 3.4% 
contraction a year earlier. This corresponded to 
a 12.2% increase in the U.S. segment, reversing 
2017's 4.1% reduction; and accelerated gains in 
the non-U.S. segment of 15.6%, from 0.8% in 
2017.  

Provisional indicators of stopover activity, 
suggest that the increase in air arrivals 
translated into higher occupancy levels in the 
private vacation rental market. Specifically, 

information from AirDNA, showed a 51.3% 
increase in overall bookings through the global 

Airbnb website during the month of May, relative 
to the same period last year, as the total 
number of available listings on the platform 
firmed by 34.3%. This development reflected 
higher bookings in four of the largest markets, 
Exuma, Abaco, New Providence and Grand 
Bahama, which rose by 68.3%, 47.6%, 47.4% 

and 42.9%, respectively. Similarly, the number 
of room nights sold advanced by 50.6% for hotel 
comparable bookings-which include studio and 
one bedroom entire dwelling rentals-and by 
52.1% for listings of entire homes. In addition, 

estimates of the average daily room rate (ADR) 
for the entire Bahamas market, firmed by 7.7% 

to $338.40 for entire homes and by 8.0% to 
$146.57 per night for hotel comparable listings, 
over the prior year.  
Prices  
Buoyed by the persistent supply-led increase in 
global oil prices, domestic energy costs 

continued to firm during the review period. In 
April, gasoline and diesel retail prices rose by 
0.7% and 3.8%, to $4.52 and $4.37 per gallon, 
respectively, relative to the prior month. 
Similarly, on a year-on-year basis, gasoline 
prices increased by 7.4% and diesel prices 
firmed by 13.8%.  

Fiscal Sector  
Data on the Government's budgetary 
operations for the ten months of FY2017/18, 
revealed a $141.5 million (46.8%) reduction 
in the deficit to $160.6 million, when 
compared to a year earlier, amid a $119.0 
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million (6.1%) contraction in expenditure to 
$1,836.9 million and a $22.5 million (1.4%) 

increase in revenue to $1,676.3 million.  

The contraction in total Government expenditure 
was due primarily to a halving in capital outlays, 
by $130.2 million (49.5%) to $132.7 million, as 
the winding-down of hurricane rebuilding work 
led to a $92.6 million (45.6%) reduction in 
infrastructure spending. In addition, asset 

acquisitions declined by $37.5 million (63.0%), 
owing mainly to a $25.0 million (74.8%) 
decrease in the purchase of other 
'miscellaneous' assets. In contrast, current 
expenditure firmed by $11.4 million (0.7%) to 
$1,704.3 million, with consumption spending up 
by $13.1 million (1.5%), driven by a the $22.5 

million (3.9%) increase in personal emoluments, 

which overshadowed the $9.4 million (3.0%) 
decline in purchases of goods and services. 
Meanwhile, transfer payments fell marginally, by 
$1.8 million (0.2%), with the $13.0 million 
decrease in subsidies and other transfers, 

outpacing an $11.2 million (5.0%) rise in 
interest payments.  
Revenue gains were underpinned by a $28.5 
million (1.9%) increase in tax inflows. 
Specifically, value added tax (VAT) receipts 
firmed by $12.1 million (2.2%), while departure 
taxes and motor vehicle collections grew by $8.5 

million (8.2%) and $6.8 million (32.8%), 
respectively. Several of the other categories 
recorded increases, as evidenced by the over 

ten-fold ($44.0 million) rise in the 'unclassified' 
taxes category, while selective taxes on services 
firmed by $5.8 million (26.3%). In contrast, 
international trade tax receipts decreased by 

$17.9 million (4.0%), owing mainly to a $19.0 
million (8.1%) decline in import taxes. Similarly, 
business and professional fees recorded a 
reduction of $16.5 million (12.4%). Non-tax 
revenue also contracted, by $6.1 million (3.7%) 
to $157.5 million, due to a timing-associated 

decline in income by $15.3 million (37.1%), 
which overshadowed the $8.3 million (6.8%) 
increase in receipts from fines, forfeits & 
administrative fees.  

 
(C) Copyright 2018 - Central Bank of The Bahamas 
 
 

Bolivia 

Fitch Affirms Bolivia at 'BB-'; Outlook 

Stable  

03-Jul-2018  
Fitch Ratings-New York-July 03: Fitch Ratings 
has affirmed Bolivia's Long-Term Foreign 
Currency Issuer Default Rating (IDR) at 'BB-' 
with a Stable Outlook. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
Bolivia's ratings reflect a strong external liquidity 

position and moderate public debt burden with 
low refinancing risks. These buffers are being 

eroded by a policy mix contributing to high twin 

deficits, but Fitch projects they will remain at 

favorable levels compared to peers in the 
forecast period through 2020 as a terms-of-
trade recovery slows the pace of deterioration. 
These strengths are balanced by per capita 
income and governance standards well below 
the 'BB' medians, high commodity dependence, 

and a poor private investment climate rendering 
the economy reliant on expansionary policies, 
the scope for which is narrowing. 
Balance-of-payments pressures have persisted 
as a stabilized exchange rate and expansionary 
policies have kept domestic demand strong 

following a structural terms-of-trade shock. The 
current account deficit was 6.3% of GDP in 
2017. The sovereign has been able to slow the 

rapid pace of international reserve drain via 
higher external borrowing and 
"bolivianisation" of FX funds belonging to 
banks but administered by the central bank 
(BCB), such as reserve requirements and 
deposit insurance. Reserves ended 2017 at 
USD10.3 billion, a slight increase from 2016, 

but have fallen to USD9.6 billion as of June 
22. 

Prices for Bolivian gas were around 25% higher 
in the first half of 2018 than the prior year and 
are set to rise further given their linkage to a 
global oil benchmark (with a three to six month 
lag). As a result, Fitch expects the current 
account deficit to narrow to 4.3% of GDP in 

2018 and the decline in reserves to slow. 
The sovereign is on track to lose its net 
external creditor position in 2018 as reserves 
fall and debt rises, but external liquidity 

should remain strong. International reserves 
are projected to cover over seven months of 
current external payments throughout the 
forecast period (above the 'BB' median of 4.5), 

and Fitch's external liquidity ratio to remain over 
400% (above the 'BB' median of around 175%), 
supporting the near-term viability of the 
exchange rate regime. Bolivia's real exchange 
rate stood 20% above its 10-year average in 
2017 and will rise further in 2018 after 

depreciations in Brazil and Argentina, posing 

competitiveness challenges. 
Bolivia's general government deficit rose to 
5.0% of GDP in 2017 from 3.4% in 2016, and 
to 7.8% from 6.6% at the public sector level, 
driven more by calendar effects than an 
underlying deterioration (prepaid wages and 
pensions had lifted the 2015 deficit but 
lowered the 2016 deficit). Fitch expects the 
general government deficit to moderate to 

4.5% of GDP in 2018 due to a rise in gas 
revenues, although this will be partially offset 
by resumption of an end-of-year salary bonus 
and greater execution of capex, specifically at 
the subnational level. 

Fitch expects the fiscal deficit to rise in 2019 as 

spending ramps up ahead of elections, and then 
fall in 2020. The authorities' five-year plan 
(PDES) projects profits from state-led 

industrialisation projects will reduce the deficit in 
the coming years, but Fitch believes this is 
unlikely and that consolidation will come instead 

mailto:Publicdebtnet.dt@tesoro.it


 

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

Follow us on Twitter @pdmnet and on our website wwwpublicdebtnet.org 

  15 

from downscaling of investment and other 

spending plans. 

General government debt rose to 35.4% of GDP 
in 2017 from 32.2% in 2016, and Fitch expects 
it to continue on a gradual upward path in the 
coming years but remain below the 'BB' median 
of 47%. Guarantees on loans to public 
companies stood at 7.8% of GDP in 2017. 

Bolivia's debt profile remains strong. External 
bonds accounted for only 15% of total debt in 
2017, with the rest owed to official creditors 
(50%) or public and private entities in the 
captive local market (35%), implying low 
refinancing risks and interest costs. Maturities in 

2018-2020 are low at 1.3% of GDP on average, 
and general government deposits of around 14% 
of GDP at end-2017 provide a sizeable financing 

cushion. 
GDP growth has been above peers in recent 
years despite the terms-of-trade shock. Real 
GDP rose 4.2% in 2017, in line with 2016 and 

down from a peak of 6.8% in 2013, as domestic 
demand gained speed on expansionary policies 
in terms of monetary conditions, credit quotas, 
and salary hikes, offsetting stagnating net 
exports. 
Fitch expects growth will rise to 4.3% in 2018 
and 4.5% in 2019 as policy stimulus intensifies 

ahead of late-2019 elections. President Evo 
Morales will seek a fourth mandate after the 
constitutional court overturned term limits in 
2017. The potential for competitive presidential 

and legislative races reinforces incentives for 
further policy stimulus in Fitch's view. 

Growth prospects could become more 
constrained after 2019 given narrowing room for 
expansionary policies and lacklustre private 
investment. Global surveys and business groups 
point to concerns over legal certainty and 
onerous labour and salary requirements as key 
factors weighing on investment appetite. 

Bolivia's percentile scores in the 2018 Doing 
Business and 2017 Worldwide Governance 
surveys were 20 and 28, respectively, below the 
'BB' medians of 57 and 50. Fitch does not expect 
a significant growth boost from state-led 

industrialization projects. 
Gas production has stagnated and stood 8% 

below its 2013 peak in 2017, leaving Bolivia 
strained to satisfy its local market and 
contractual obligations to Argentina and Brazil. 
Greater exploration will be key to stabilizing 
production beyond 2019, and state-owned YPFB 
and foreign players are ramping up several 

important projects this year. The contract with 
Brazil will expire in 2019, and its renewal poses 
challenges as Bolivia must negotiate with more 
counterparties and may need to accept more 
flexible terms (prices, volumes, durations). 
To prop up liquidity conditions in support of 
credit and growth, the BCB has lowered interest 

rates, cut reserve requirements, and reduced its 
stock of monetary regulation notes. It has also 
continued a strong pace of direct lending for 
investment projects, becoming a net creditor to 
the non-financial public sector at end-2017. 

Amid this stimulus, monetary aggregates and 

inflation have remained contained as buoyant 

domestic demand has largely gone toward 
imports and accommodated via FX reserve 
drawdown. Inflation stood at 3.2% yoy in May. 
Local banks retain strong asset quality and 
adequate capitalisation after years of rapid 
credit expansion (16% on average in 2013-

2017) to meet quotas set by the Financial 
Services Law. Liquidity conditions have been 
tight at times in recent years as deposit growth 
has not kept pace with credit growth, but BCB 
measures have helped narrow the gap. Fitch 
expects credit growth to cool in the coming 

years as quotas are met in 2018 and declining 
bank profitability - in part reflecting taxes and 
interest rate caps - limits their ability to self-

fund further expansion. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Bolivia a score 

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

Management: -1 notch, to reflect 
expansionary policies (fiscal, monetary, 
salary, quasi-fiscal) and a stabilised currency 
that are supporting growth at the cost of high 
fiscal and external deficits, which continue to 
erode policy buffers and pose risks to 
headline macroeconomic stability. 

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 following risk factors individually, or 

collectively, could trigger a positive rating 
action: 
--Sustained fiscal deficit reduction that improves 
public debt dynamics; 

--Reduction in the current account deficit and/or 
increases in net foreign direct investment that 
reverse the ongoing erosion of external solvency 
and liquidity metrics; 
--Evidence of improvement in governance and 
the business climate that supports stronger 
investment and growth prospects. 

The following risk factors individually, or 
collectively, could trigger a negative rating 
action: 

--Greater than expected deterioration of fiscal 
and external balance sheets; for example, due 
to a worsening in terms of trade or a secular 
deterioration in the gas production profile; 

--Signs of increased macroeconomic instability 
or stress in the financial system; 
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--Evidence of external financing constraints. 

KEY ASSUMPTIONS 

--Fitch expects Brent oil prices to average 
USD70/b in 2018 and USD65/b in 2019, up from 
USD55/b in 2017, affecting Bolivian gas prices 
(linked to global oil benchmarks with a three to 
six month lag). 
Fitch has affirmed Bolivia's ratings as follows: 

--Long-Term Foreign Currency IDR at 'BB-'; 
Outlook Stable; 
--Long-Term Local Currency IDR at 'BB-'; 
Outlook Stable; 
--Short-Term Foreign Currency IDR at 'B'; 
--Short-Term Local Currency IDR at 'B'; 

--Country Ceiling at 'BB-'; 
--Issue ratings on long-term senior unsecured 
foreign-currency bonds at 'BB-'. 

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

Mexico 

Fitch Says Mexico Election May Signal 

Fiscal, Energy Policy Shifts  

02-Jul-2018  

July 2 (Reuters) - Fitch: 
Fitch says Mexico election may signal fiscal, 
energy policy shifts. 

Fitch says Andres Manuel Lopez Obrador's 
victory in Mexico's presidential election could 
signal fiscal, economic and energy policy shifts. 
Fitch says extent of change under new Mexico 
government's policy and congress remains 

uncertain. 
Fitch on Mexico says sequencing of expanding 
social spending versus cost-saving measures will 
be important to ensure public sector primary 
surpluses remain intact. 
Fitch says while a constitutional amendment to 

nullify energy sector reform is unlikely, new 
president in Mexico could affect structural 

reform agenda- 
Fitch says risks of an abrogation or substantial 
rewriting of the Nafta agreement that would 
affect Mexico's trade and investment remain. 
Fitch says protracted uncertainty over energy 

policy in Mexico could affect FDI, economic 
growth, and oil production over time. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Panama 

S&P Raises Panama’s Outlook To 

Positive From Stable  

02-Jul-2018  
July 2 (Reuters) - S&P : 

S&P maintains panama’s sovereign credit 
rating at BBB; raises outlook to positive from 

stable. 
S&P says panama outlook revised to positive 
on consistently high growth and stable fiscal 
policy; 'BBB/A-2' ratings affirmed. 

S&P says panama's ratings reflect its effective 
policymaking, its cautious fiscal & debt 
management, & government actions to improve 
transparency of financial system. 

S&P says panama's positive outlook reflects S&P 
possibly raising rating over next 2 Years if 
continued impressive growth further strengthens 
pillars of panama's economy. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Puerto Rico 

Puerto Rico oversight board certifies 

new plan, less money for debt  

30-Jun-2018  
By Luis Valentin Ortiz 
SAN JUAN, June 29 (Reuters) - Puerto Rico will 

have significantly less money available for 
debt service because of the government's 
failure to enact labor reform, the federally 
appointed financial oversight board charged 
with overseeing the island's finances said on 
Friday. 

The Financial Oversight and Management Board 

for Puerto Rico certified a new version of the 
island's fiscal plan that includes the elimination 
of Christmas bonuses to public employees, as 
well as budgetary cuts to public agencies, the 
Legislature and the Judiciary, among other 
measures. 

"The Legislature failed to pass the most 
important component of the Labor Reform 
Package — the repeal of Law 80 and turning 
Puerto Rico into an at-will employment 
jurisdiction — as required by the New Fiscal 
Plan," the board said in a letter to Governor 
Ricardo Rossello. 

Natalie Jaresko, the board's executive director, 
highlighted during a press conference in San 
Juan that the certified plan leaves out public 
sector layoffs or a furlough program. 
Under the new plan, money that is available to 
the government over the next 30 years, 
including for debt service, is cut to roughly $14 

billion from almost $40 billion under the 
previous version of the fiscal plan. That is a 
direct result, Jaresko said, of the failure to enact 
labor reforms. 
"It is less opportunity and revenues for the 
future, for purposes of one of the critical roles of 

the board, which is working on a successful 

restructuring in a responsible manner of Puerto 
Rico's obligations to all its creditors, including 
pensioners," board member Ana Matosantos told 
reporters. 
She added that while board members were 
disappointed there was no labor reform - as 
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previously agreed upon in May - "we recognize 

that fact does not change our charge or Puerto 

Rico’s reality." 
The Legislature was slated on Friday to approve 
a budget for the government's new fiscal year, 
which begins July 1. Majority lawmakers 
anticipated that the budget to be approved will 
not comply with the fiscal plan certified by the 

board earlier in the day. 
Board Chairman José Carrión told reporters the 
fiscal panel will wait for the Legislature to submit 
its approved budget, but stands ready to certify 
the board's own version if lawmakers fail to 
come up with a budget in line with the most 

recent fiscal plan. Both the board and the Puerto 
Rico government have warned that they are 
ready to go to court, if necessary, to hash out 

their differences over the implementation of the 
budget and new fiscal plan. 
Separately, a group of Puerto Rico's bondholders 
released details of their negotiations for splitting 

up more than $13 billion of revenues to service 
their holdings of senior and subordinated sales 
tax-backed debt, also referred to as COFINA 
debt. 
Settling their dispute would help get Puerto Rico 
through its overall debt restructuring process, 
being overseen by U.S. Federal Judge Laura 

Taylor Swain. 
Senior COFINA bondholders proposed new bonds 
be issued with a 5.375 percent tax-exempt 
interest rate. These creditors would get new 

bonds equal to 100 percent of their pre-
bankruptcy claims, while subordinated holders 

would get 45.7 percent of what they were owed. 
Subordinated COFINA bondholders countered 
with new bonds issued at a 5 percent tax-
exempt rate, with senior creditors getting 90 
percent of their $7.762 billion in pre-petition 
claims. Subordinated COFINA creditors would 
recover 62 percent of their $9.9 billion in claims. 

Overall, Puerto Rico owes about $71.5 billion in 
bonds. COFINA debt is approximately $18 billion 
of that amount.  
Senior COFINA debt carrying a 5.25 percent 
coupon maturing in 2057 rose 1.3 points in price 

to bid 83.3 cents on the dollar, according to 
Thomson Reuters data. The 6 percent 

subordinated COFINA bonds maturing 2042 rose 
0.7 point in price to bid 41.2. 
Puerto Rico's constitutionally backed benchmark 
8 percent GO bond maturing in 2035 fell 0.25 
point in price to bid 41.0. 
 
(Reporting By Luis Valentin Ortiz; Editing by Daniel 
Bases and Dan Grebler) 
(( daniel.bases@thomsonreuters.com ; +1 646 223 
6131; Reuters Messaging: 
daniel.bases.reuters.com@reuters.net ; Twitter: 
https://twitter.com/djbases) ) 
(c) Copyright Thomson Reuters 2018. 
 
 
 
 

AFRICA 
 

Benin 

Republic of Benin sounds out banks for 

debut bond  

02-Jul-2018  
By Sudip Roy and Robert Hogg 
LONDON, July 2 (IFR) - The Republic of Benin 

has sounded out banks for a potential debut 
bond deal after sending a request for proposal 
a few weeks ago, according to sources. 

Timing for any deal remains uncertain and some 
sources wonder whether the trade will happen in 
the foreseeable future given the state of 

emerging bond markets. 
The sovereign, which is unrated, would be 
expected to have to pay a relatively high yield 
for access to the market, given the levels offered 

by Single B African issuers this year.  
Angola (B3/-/B) sold US$1.75bn May 2028s at 
8.25% and US$1.25bn May 2048s at 9.375% at 
the beginning of May. Bonds are trading around 
their par reoffer prices, according to Tradeweb. 
Ghana (B3/B-/B) followed a week or so later 

with US$1bn May 2029s at 7.625% and US$1bn 
Jun 2049s at 8.625%. 
The 2029s are bid at 97.23 to yield 8.01% and 
the 2049s at 97 to yield 8.91%. 
Officials from Benin's finance ministry did not 

respond to an email request for comment. 
 
(Reporting by Robert Hogg and Sudip Roy, editing by 
Julian Baker) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

S&P Says Benin Assigned 'B+/B' 

Foreign And Local Currency Ratings; 

Outlook Stable  

05-Jul-2018  
July 5 (Reuters) - S&P Global Ratings: 
S&P assigns b+ sovereign credit rating to 
Benin; outlook stable. 

S&P says Benin assigned 'b+/b' foreign and local 
currency ratings; outlook stable. 

S&P says ratings on Benin are supported by 
S&P's expectation that the country's economic 
activity will gradually strengthen in the coming 
years. 
S&P says ratings on Benin are constrained by 
Benin's low per-capita income, high external 
financing needs, and rapidly increasing public 

debt. 
S&P says believe Benin's economic activity will 
remain "highly vulnerable" to the economic 
developments in Nigeria, its main trading 

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

IMF urges Egypt to maintain tight 

monetary policy to ward off inflation  

02-Jul-2018  
CAIRO, July 2 (Reuters) - Egypt should 

maintain tight monetary policy to contain the 
risk of inflation as a result of fuel and 
electricity subsidy cuts, the International 
Monetary Fund said on Monday, in a 
statement that praised progress on reforms 
tied to a new $2 billion loan. 

The IMF's remark comes days after Egypt's 

central bank decided to keep interest rates 
steady, citing inflationary risks, and after the 

IMF executive board announced Egypt had made 
sufficient progress on economic reforms to 
receive its next loan disbursal. 
Egypt kicked off its three-year $12 billion loan 
programme in late 2016, agreeing to tough 

reforms such as deep cuts to energy subsidies, 
new taxes, and a floated currency in a bid to 
draw back investors who fled after its 2011 
uprising. 
"Strong program implementation and generally 
positive performance has been instrumental in 

achieving macroeconomic stabilization," IMF 
First Deputy Managing Director David Lipton said 
in a statement.  
He said the country's near-term growth outlook 

was "favourable, supported by a recovery in 
tourism and rising natural gas production." 
Egypt's strong foreign reserves meanwhile 

meant it would likely be able to weather 
"tightening global financial conditions" that have 
seen a "shift to capital outflows" in emerging 
markets recent months.  
Egypt kicked off its three-year $12 billion loan 
programme in late 2016, agreeing to tough 
reform measures such as deep cuts to energy 

subsidies, new taxes, and a floated currency in a 
bid to draw back investors that fled after its 
2011 uprising. 
"The healthy level of foreign reserves and 

flexible exchange rate leaves Egypt well 
positioned to manage any acceleration in 

outflows, but this reinforces the importance of a 
sound macroeconomic framework and consistent 
policy implementation," he said. 
 
(Reporting by Eric Knecht, Editing by William Maclean) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt's economy grew 5.4 pct in 12 

months to June 30  

03-Jul-2018  

CAIRO, July 3 (Reuters) - Egypt's gross 

domestic product grew by 5.4 percent in the 
2017-2018 fiscal year that ended on June 30, 
new Prime Minister Mostafa Madbouly said on 

Tuesday, the fastest growth rate of growth in 
a decade.  

In a televised address to parliament to present 

his administration's four-year programme, 

Madbouly also vowed that his government would 
push ahead with a campaign against Islamist 
militants.  
Madbouly, a former housing minister, was 
appointed prime minister last month after 
President Abdel Fatah al-Sisi was elected for a 

second term in March. 
Parliament will discuss the government 
programme and is widely expected to approve it 
in the coming days.  
Egypt has been implementing severe austerity 
measures as part of a 2016 IMF loan 
programme intended to shore up the 
country's finances. 

The reforms have involved a currency float, 

cutting subsidies and raising prices of fuel, 
electricity and public transport. 
Analysts say the tough reforms, coupled with 
better security, have helped turn the economy 
around. 
In his speech to parliament, Madbouly said his 

government was looking for growth of up to 8 
percent in fiscal year 2021-22. GDP grew by 4.2 
percent in the fiscal year 2016-2017. 
Tourism, Suez Canal revenues and remittances 
from Egyptians working abroad have risen over 
the past year, boosting the economy of the most 
populous country in the Arab world.  

Remittances surged to $19.37 billion in the nine 
months until end-March, from $15.89 billion a 

year earlier, according to central bank figures 
released on June 28.  
Madbouly said annual unemployment at the end 
of June stood at 10.6 percent and that his 

government was seeking to bring it down to 8 
percent by fiscal year 2021-22. 
The growth figures show a recovery in an 
economy which slowed after a 2011 uprising 
drove tourists and foreign investors away, drying 
up foreign currency reserves.  
The prime minister said Egypt's total 

government debt would be no higher than 90 
percent of GDP by June 2020.  
As of December, external debt stood at 36.1 
percent of GDP and its domestic public debt 
stood at 83.8 percent of GDP, data from the 
central bank shows.  

Madbouly vowed to push ahead with a campaign 
against Islamist militants, mainly in Sinai, who 
have killed hundreds in recent years. 
He also vowed to protect human rights, support 

popular participation in political life and enhance 
the role of political parties. 
Critics say Sisi is presiding over an 
unprecedented crackdown on dissent. 
Supporters say such measures are needed to 
stabilise the country. 

 
(Reporting by Ahmed Tolba and Patrick Werr; Writing 
by Sami Aboudi and Nadine Awadalla; Editing by Jane 
Merriman and Andrew Roche) 
(( Sami.Aboudi@thomsonreuters.com ; 
+20223948181; )) 
(c) Copyright Thomson Reuters 2018. 
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Egypt says has primary budget surplus 

as seeks to revive economy  

05-Jul-2018  
By Ehab Farouk 

CAIRO, July 5 (Reuters) - Egypt announced on 

Thursday it had a primary budget surplus for 
the first time in 15 years and said it was 
committed to paying oil companies' debts by 
end of 2019 as it seeks to lure investors to 
revive a crisis-hit economy. 

Cairo has enacted a raft of tough austerity 
measures backed by the International Monetary 
Fund (IMF) since 2016, hoping for a strong 

financial comeback as it recovers from years of 
political upheaval. 
President Abdel Fattah al-Sisi's government 

devalued the Egyptian pound by half in 2016, 
and has pushed through steep fuel and 
electricity subsidy cuts this year, in measures 
praised by some economists but lamented by 

many Egyptians who say they are struggling 
with soaring living costs. 
Finance Minister Mohamed Maait said Egypt 
achieved a 0.2 percent primary budget surplus, 
worth 4 million Egyptian pounds ($223 million) 
in its 2017-2018 fiscal year. It is aiming for a 2 
percent primary surplus in the current fiscal 

year. 
Egypt's fiscal year runs from July to June. 
Primary budget figures do not factor in 
interest payments on government debt. 

The country expected its 2017-2018 budget 
deficit to stand at 9.8 percent, slightly above the 
9.1 percent it said last year it was targeting. 

Maait told reporters that revenues expected 
from the 2018-2019 budget were around 989 
billion Egyptian pounds ($55 billion), 817 billion 
of which would be spent on debts and interest. 
Foreign reserves rose by the end of June to 
$44.258 billion from $44.139 billion, the central 
bank announced separately, continuing their 

climb since Egypt secured the $12 billion IMF 
loan. 
GAS DEBTS DOWN 
Egypt wants to woo foreign investors and 

increase other crucial sources of income such as 
tourism, which declined drastically in recent 
years because of political unrest and a 

precarious security situation, although tourism 
revenues have recently picked up. 
A 2011 popular uprising which toppled ex-
president Hosni Mubarak was followed by years 
of unrest, including the Sisi-led ouster of 
Islamist president Mohamed Mursi in 2013, and 

attacks by Islamic State insurgents in the restive 
northern Sinai Peninsula against security forces 
and then civilians. 
Sisi's supporters say the security situation has 
greatly improved during his presidency - 
although critics say it has come at the cost of a 

harsh political crackdown. 

The discovery of large amounts of offshore gas 
in Egyptian waters, including the giant Zohr gas 
field, has caused hope for another source of 
revenue with Egypt as a potential gas hub for 

the region. 

Petroleum Minister Tarek El Molla told reporters 

on Thursday Egypt was committed to paying off 
its debts to foreign oil companies by the end of 
2019. 
Those debts stood at $1.2 billion at the end of 
June, their lowest since 2010 when they were 
around $1.3 billion, he said. 

El Molla repeated that Egypt intended to 
increase production from the Zohr field to 2 
billion cubic feet of gas per day by the end of 
this year - up from current levels of around 1.2 
billion. 
Discovered in 2015 by Italy's Eni, Zohr contains 

an estimated 30 trillion cubic feet of gas. 
 
(Reporting by Ehab Farouk; Writing by John Davison; 
Editing by Mark Heinrich and Toby Chopra) 
(( John.Davison@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ethiopia 

Fitch Affirms Ethiopia at 'B'; Outlook 

Stable  

05-Jul-2018  
Fitch Ratings-Hong Kong-July 05: Fitch 
Ratings has affirmed Ethiopia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 

at 'B' with a Stable Outlook. 

KEY RATING DRIVERS 
Ethiopia's 'B' rating balances strong economic 
growth supported by the country's ambitious 
industrialisation strategy against the attendant 
macroeconomic imbalances illustrated by a wide 
current account deficit (CAD), thin external 
buffers and investment-related build-up of public 

sector debt. Low development and governance 
indicators are key constraints for the ratings. 
The affirmation and Stable Outlook reflect a 
significant acceleration of reform momentum 
and our expectation of a gradual pick-up in 
exports but also risks stemming from political 

transition and increased pressures on external 
liquidity. 
The appointment of a new Prime Minister in 
April and the subsequent opening of the 
political environment have led to a material 

improvement in political stability. Anti-
government protests in the populous regions of 
Oromia and Amhara have reportedly abated. 

Tensions nonetheless persist as illustrated by 
repeated episodes of political violence in western 
and southern provinces and a recent attack on a 
political rally in Addis Ababa. While the transition 
appears to have been supportive of reform 
momentum, renewed political unrest remains a 
risk and could deter foreign direct investment 

(FDI), negatively affect growth and weaken 

fiscal discipline. The relationship between the 
four constituents of the ruling Ethiopian People 
Revolutionary Democratic Front had been 
strained by three years of unprecedented 
protests and regional ethnic strife. 

The new government has signalled a major shift 
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in foreign policy stance and economic policies. 

Ethiopia indicated its intentions to apply the 

2000 Algiers peace accord and unilaterally hand 
over disputed territories to Eritrea. The peace 
overture prompted unprecedented direct 
negotiation, which could end a protracted stand-
off between the two countries. 
A recently announced plan to partially privatise 

major state-owned enterprises (SOEs) reflects 
stronger government efforts to spur private 
sector-led growth and mobilise external non-
debt private financing. However, these efforts 
will only bear fruit over the medium term given 
the regulatory and financial information gaps 

and governance shortcomings in the SOE sector. 
Investors' perception of political risks, domestic 
financing constraints and restrictions on external 

transactions could also hamper the process of 
privatisations, in our view. A law on public-
private partnerships (PPPs) was also approved in 
January and the authorities aim to attract 

investments in the energy, transport and 
logistics sectors through PPPs. 
We expect the tight external liquidity conditions 
currently faced by Ethiopia will ease gradually 
over the medium term, as exports pick up 
momentum and terms of trade improve. 
External financing needs are high, reflecting a 

wide current account deficit, and increasing 
maturities coming due on public external debt 
starting 2020 will cause them to rise further. A 
severe shortage of foreign currency (FX) is 

hampering economic activity while the exchange 
rate regime is rigid. The authorities have taken 

steps to alleviate pressures on external 
sustainability by curtailing public sector external 
non-concessional borrowing and devaluing the 
birr by 13% in October while tightening 
monetary policy. Continued weak export 
performance or waning of FDI inflows would 
raise material downside risks for external 

sustainability. 
The current account deficit (CAD) has narrowed 
to 8.1% of GDP in fiscal year 2017 (year to 7 
July 2017) from 8.7% in FY16, largely reflecting 
a slowdown in drought-related food imports and 

import-intensive public investment. We expect it 
to shrink further to 6.9% in FY20. Cost 

competitiveness has improved with the 
devaluation of the birr and the completion of 
major infrastructure projects. Industrial exports 
will be lifted by the expansion of manufacturing 
and power generation capacities while 
agricultural exports have been bolstered by 

reforms in the coffee sector. Downside risks for 
exports emanate from delays in infrastructure 
projects, regional disagreements over the use of 
water resources and the increasing incidence of 
droughts. 
FDI inflows are strong and will average 5.3% of 
GDP in FY18-FY20, financing a large share of the 

CAD, based on our forecasts. A USD 1 billion 
deposit by the United Arab Emirates with the 
National Bank of Ethiopia (NBE) is currently 
under discussion and the front-loading of the 
disbursement of some multilateral loans will 

support external liquidity in FY18. However, we 

project FX reserves will decline to only 1.4 

months of current account payments in FY20. 
Risks of external distress are mitigated by the 
relative closure of the financial account and the 
favourable external debt structure with a high 
share of official and concessional debt. 
Inflation peaked at 15.6% in February, in line 

with our projections, reflecting a moderate pass-
through from the birr devaluation. We project it 
to gradually decline but still average above the 
National Bank of Ethiopia's (NBE) target of 9% 
in FY19. Relatively high inflation and the recent 
appreciation of the USD could aggravate the 

residual overvaluation of the birr, which is 
reflected by the 7% gap between the informal 
and official exchange rates according to the 

central bank. We expect the NBE to resume its 
policy of step devaluation against the USD by 
5%-6% per year, although recent changes at 
the helm of the bank have raised policy 

uncertainty. 
The general government (GG) deficit widened 
to 3.6% of GDP in FY17 from 2.4% in FY16, 
rising above 3% for the first time in a decade. 
This is mostly due to a drop in tax revenue/GDP 
caused by political unrest and administrative 
shortcomings as well as by an adjustment of 
income tax brackets and lower customs duties 

due to a slowdown in imports of capital goods. 
We project the GG deficit will shrink to 3.1% in 
FY20 as the authorities gradually advance public 

finance reform to improve tax collections, widen 
the tax base and reconsider tax exemptions. 
GG debt will rise to 33.9% of GDP in FY20 from 
nearly 30% in FY17 under our baseline scenario, 

but will remain well below the 'B' median of 
59.4%. Public sector debt, including SOEs, will 
rise to 60% of GDP in FY18 from 56% in FY17, 
partly due to the birr devaluation. We project it 
to decline to 57.5% in FY20, assuming the 
government will pursue its current policy of 

external borrowing restraint. We expect 
domestic financing to cover three-quarters of 
the budget borrowing needs in FY18-20, up from 
54% over the previous five years. 

Ethiopia's consistent record of rapid economic 
growth and future growth potential are a credit 
strength. We expect GDP growth to average 

8.5% in FY18-FY20, well above the 'B' median of 
3.4%, but slowing down from 10% over the 
previous five years as policy support wanes. 
Economic activity will be underpinned by strong 
large-scale investment under the FY15/FY20 
Growth and Transformation Plan II, robust 
inflows of FDI and rising exports. Sturdy 

investment and sustained urbanisation are 
supporting activity in the construction and 
services sectors, while industrial supply is 
expanding. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Ethiopia a 
score equivalent to a rating of 'B+' on the 
Long-Term Foreign Currency (LTFC) IDR 
scale. 
In accordance with its rating criteria, Fitch's 
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sovereign rating committee decided not to 
adopt the score indicated by the SRM as the 

starting point for its analysis because the SRM 
output has migrated from 'BB-' to 'B+' but in 
our view this is potentially a temporary or 
unsustainable deterioration. 

Assuming an SRM output of 'BB-', in accordance 
with its rating criteria, Fitch's sovereign rating 
committee adjusted the output from the SRM to 
arrive at the final LTFC IDR by applying its QO, 

relative to rated peers, as follows: 
-Public Finances: -1 notch, to reflect the 
indebtedness of SOEs, which is not captured in 
the model and represents a significant 
contingent liability to the sovereign. 
External Finances: -1 notch, to reflect the high 
level of net external debt and low foreign 

currency reserves in the context of a structural 
current account deficit and managed exchange 
rate. 
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 LTFC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 

RATING SENSITIVITIES 
The main factors that could, individually or 

collectively, lead to positive rating action, are: 
•Stronger external finances with an acceleration 
in exports leading to smaller lower current 
account deficits and higher foreign currency 
reserves; 
-Decline in public sector debt/GDP resulting 
from continued restraint on SOE borrowing 
and/or moderate budget deficits in the 
context of strong economic growth; 

-Improvement in the government's financing 
flexibility resulting, for example, from a stronger 
mobilisation of private domestic resources, 
higher supply of concessional funding or 

lengthening of the maturity profile of non-
concessional debt. 

The main factors that could, individually or 
collectively, lead to negative rating action, are: 
•Political instability, particularly if it leads to 
macroeconomic spill-overs such as disruptions to 
FDI, lower growth or fiscal slippages; 

•Rising external vulnerability, such as a failure 
of export growth to accelerate leading to the 
persistence of wide current account deficits and 
low foreign exchange reserves; 
•Sizable increase in government indebtedness or 
crystallisation of contingent liabilities from SOEs 
on the sovereign's balance sheet. 

KEY ASSUMPTIONS 
We expect global economic trends and 

commodity prices to develop as outlined in 
Fitch's Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'B'; 

Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'B'; 

Outlook Stable 

Short-Term Foreign-Currency IDR affirmed at 'B' 

Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'B' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B' 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 

Additional information is available on 
www.fitchratings.com 
 
 

Kenya 

Kenya considers selling Treasury bonds 

through private placement  

04-Jul-2018  
NAIROBI, July 4 (Reuters) - Kenya's finance 

ministry is looking into ways of selling 
Treasury bonds through private placement, a 
copy of a letter it sent to fund managers 
showed on Wednesday. 

Finance ministry officials did not immediately 

respond to a request for comment by Reuters. 
The East African nation has been selling 
government bonds through open auctions 
conducted by the central bank. 
"The National Treasury is planning issuance of 
Treasury bonds through private placement," the 
letter, which invited the managers to a meeting 

on Friday, said. 
"The purpose of the meeting will be to undertake 
a market sounding exercise... towards the 
issuance and to discuss and agree on the bonds 
pricing methodology," the letter added. 
 
(Reporting by Duncan Miriri 

Editing by Andrew Heavens) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

South Africa funding to suffer from 

weak rand, high yields  

03-Jul-2018  
JOHANNESBURG, July 3 (Reuters) - South 

Africa will find it harder to raise funds and 
service its foreign debt after a worsening of 
external financing conditions in recent months 
due to a fall in the rand and rising bond yields, 
Moody's said on Tuesday. 

Moody's was the last of the top three major 
rating agencies to rate South Africa's investment 
grade. In March it affirmed that rating and 
revised its outlook to stable from negative, citing 

an improving policy framework. 
However, in a research note published on 
Tuesday it flagged potentially tougher times 

ahead: 
"Tightening external conditions can affect the 
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overall cost of debt for the government, both 

through the availability and cost of external 

finance and if currency pressure leads the South 
African Reserve Bank to raise policy rates 
significantly." 
South Africa's public debt has risen to more 
than 50 percent of gross domestic product 
over the past decade as fiscal and policy 
missteps under former president Jacob Zuma, 

including firing two respected finance 
ministers, which saw the country downgraded 
to junk by two of the top three rating firms. 

While investor confidence was soothed by Cyril 
Ramaphosa's election as president in February, 
enthusiasm has waned as growth numbers 
disappointed and uncertainty around new land 
and mining policies weighed.  

In recent months the rand and bonds suffered in 
a global emerging market rout triggered by 
rising lending rates in the United States and 
fears that a spat between the U.S. and China 
could boil over into a full blown trade war. 
Data last month showed foreign investors had 
sold more since the start of the year than during 

the 2008 global financial crisis and the dot-com 
crash between 2000 and 2001.Moody's also 
highlighted risks related to the rising share of 
non-resident holdings of government debt, and 
said that the sharp portfolio outflows were 
resulting in higher debt servicing costs which 
would hamper the country's fiscal flexibility.  

 
(Reporting by Mfuneko Toyana 
Editing by Joe Brock and Alexander Smith) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

EMERGING MARKET 
 

Emerging East Asian Bond Yields Rise 

Amid Brightening Global Outlook   

30-Jun-2018  
Bond yields in most emerging East Asian 
markets trended upward between 1 March 
and 31 May on the back of an expanding 
global economy and ongoing US monetary 
policy normalization, according to a new 
report by the Asian Development Bank (ADB). 

The latest issue of the Asia Bond Monitor reports 
that government bond yields in most emerging 
East Asian markets rose during the review 

period. The main exception was the People?s 
Republic of China (PRC), where 2-year and 10-
year yields declined after the People?s Bank of 
China reduced the reserve requirement ratio for 
banks. 
Emerging East Asia’s bond yields are trending 
up and the economic outlook remains 

positive, said ADB Chief Economist Mr. 

Yasuyuki Sawada. Countries in the region are 
well-placed to withstand external headwinds, 
including the general appreciation of the US 
dollar associated with the strong growth 

momentum of the US economy and the Federal 

Reserve’s interest rate hikes. 
Local currency bond markets in emerging East 
Asia continued to grow in the first quarter of 
2018, albeit moderately at 1.1% quarter-on-
quarter (q-o-q) growth, to reach $12.8 

trillion. Local currency government bond market 
comprised 66.9% of the region’s aggregate 
bonds outstanding, reaching $8.5 trillion. 

Corporate bonds remained stable, growing 0.5% 
q-o-q to $4.2 trillion. 
Bond market expansion moderated in the PRC, 
which remains the region’s largest bond market 
with a 71.5% share of total bonds outstanding. 
Growth was just 0.7% q-o-q in the first quarter 
of 2018 compared to the previous quarter’s 

4.0% q-o-q. This is mainly due to the PRC 

government’s ongoing efforts to reduce credit 
risk. 
Net foreign bond investment in emerging East 
Asia, meanwhile, slowed down in the first 4 
months of 2018, as investors gradually reduced 
their exposure to the region’s local currency 

bond market due to higher US interest rates. 
Some of the risks to emerging East Asia’s 
bond market identified by the report include 
faster than expected US monetary policy 
normalization, tighter global liquidity 
conditions, trade tensions, and currency 

weakness. High levels of corporate and 
household debt in some Asian economies can 
exacerbate the risk from higher US interest 

rates. 
The latest Asia Bond Monitor includes a special 
theme chapter on the role of greenness 
measures in the development of markets for 
green bonds or fixed income securities that 
exclusively fund projects with environmental- or 

climate-related benefits. Having a well-defined 
greenness measure can foster the further 
development of the green bond market, which, 
in turn, can help fund investment projects that 
benefit climate resilience and environmental 
sustainability. 
ADB, based in Manila, is dedicated to reducing 

poverty in Asia and the Pacific through inclusive 
economic growth, environmentally sustainable 

growth, and regional integration. Established in 
1966, it is owned by 67 members?48 from the 
region. In 2017, ADB operations totaled $32.2 
billion, including $11.9 billion in cofinancing. 
 
Copyright (c) 2018 Euclid Infotech Pvt Ltd. 
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