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ASIA 
  

Moody's Says Asia's Credit 

Fundamentals Will Show Rise In 

Vulnerabilities  

04-Apr-2019  
April 3 (Reuters) - Moody's: 

Moody's says Asia's credit fundamentals will 
show rise in vulnerabilities. 

Moody's, on Asia's credit fundamentals, says 
spillover potential from slowdown in china has 
risen, given linkages to Chinese economy. 

Moody's, on Asia's credit fundamentals, says 
challenges from global portfolio shifts and trade 
tensions persist. 
Moody's says Asia's economic strength, level of 
foreign exchange reserves, durable banking 
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systems will support credit quality and muted 

inflationary pressures. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

China 

Inclusion of Chinese bonds in 

Bloomberg Barclays index to spur 

trading  

03-Apr-2019  
Turnover in Chinese bonds traded through the 
Hong Kong Exchanges and Clearing's bond 
connect scheme is set to rise further after 
yuan-denominated bonds were included in a 
widely tracked global bond index. 

The inclusion of Chinese government bonds and 
bank securities in the Bloomberg Barclays Global 

Aggregate Bond Index was announced on 
February 1, but it came into effect on April 1. 

On Monday, turnover of Chinese bonds traded 
through the bond connect scheme rose to 7.8 
billion yuan (US$1.16 billion), up from the daily 
average of 6 billion yuan in the first quarter, and 
5 billion yuan last year. The bond connect's 
average daily turnover in February was 6.48 
billion yuan, up about 8 per cent from 6.01 

billion yuan in January. 
"The inclusion of mainland bonds into the 
index is another important milestone as China 
continues its financial market liberalisation," 
Charles Li Xiaojia, chief executive of the HKEX, 
told the RMB FIC Pan-Asian Conference in Hong 
Kong on Tuesday. 
ANZ estimates potential foreign fund inflows of 

at least US$150 billion over the next 20 months 
from asset managers tracking the bond index. 
In fact, after the inclusion was announced on 
February 1, the turnover through the bond 
connect has steadily improved as fund managers 
started to grow their position. The highest 

turnover of the bond connect was recorded at 
12.5 billion yuan on February 14. 
"[Despite] being the third largest in the 
world, China's bond market is still largely 

unexplored by global investors," Kevin 
Sheekey, chairman of external relations at 
Bloomberg, said at the conference. 
He said that foreign investors own only 3.4 per 

cent of Chinese bonds, significantly lower than 
the 30 per cent of US bonds and around two-
thirds of Australian bonds. 
Sheekey said that he expects China this year will 

continue to deepen its market reforms and allow 
more foreign investors to access the mainland 
markets. 

"Access to China's bond market, once a barrier, 
is now well on the way to being addressed, 
including through CIBM (China Interbank Bond 
Market) directly and bond connect," he said, 
adding that 120 funds from 18 companies are 
planning to trade through CIBM and bond 

connect via Bloomberg. 
"With such access, China's bond market is an 

opportunity investors can no longer ignore," 

Sheekey said. 
The HKEX bond connect scheme has 750 
investors from 26 jurisdictions. 
HKEX's Li meanwhile said the bourse will also 
develop repo and swap products and expand 
clearing facilities for fixed income trading, 
settlement and collateral management, as 
part of the three-year plan announced in 
February. 

"We want to achieve our goal of becoming a hub 
for fixed-income trading in the Asian time zone," 
Li said. 
The developments come after the HKEX on 
Monday reported its quietest first quarter in 10 
years and lost its top global IPO ranking to 
Nasdaq. 

Li said the IPO crown was last the last thing on 
his mind. "I'd rather make sure that our 
regulations are good so that we can ensure the 
quality of companies listing in Hong Kong." 

 
Copyright (c) 2019 South China Morning Post 
Publishers Ltd. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

China government bond futures drop 

after weak auction  

03-Apr-2019  
SHANGHAI, April 3 (Reuters) - Chinese 

government bond futures fell on Wednesday 
afternoon after a government bond auction 
met with tepid demand. 

Chinese 10-year Treasury futures for June 
delivery, the most-traded contract, fell more 
than 0.6 percent at one point, before recovering 
slightly. They were last down 0.47 percent at 

96.825. 

The finance ministry reopened three-year and 
seven-year bonds, selling 48 billion yuan ($7.16 
billion) each on Wednesday morning. But auction 
yields for both bonds came in much higher than 
market forecasts. 
A trader at a brokerage house in Shanghai said 
the treasury auction results came in beyond 

expectations and "crashed market confidence". 
After the auction, the 10-year government bond 
traded in the interbank market also fell, with its 
yield rising about 5 basis points to 3.22 percent, 
traders said. 
 
($1 = 6.7053 Chinese yuan renminbi) 
(Reporting by Steven Bian and Andrew Galbraith; 

Editing by Kim Coghill) 
(( 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 2019. 
 
 

Heart overhead, Chinese retail 

investors rush into municipal bonds  

04-Apr-2019  

By Shu Zhang and Samuel Shen 
SINGAPORE/SHANGHAI, April 4 (Reuters) - 

mailto:Publicdebtnet.dt@tesoro.it
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When the major port and industrial hub of 
Ningbo sold China's first municipal bonds to 

retail investors, an amount of $43 million was 
snapped up in just five hours. 

One buyer was Mrs Yan, an accountant from the 
city in the eastern province of Zhejiang, who 
bought 100,000 yuan ($14,900) of the bonds, 
impressed by a call from a local bank to "love 
Ningbo forever by holding Ningbo bonds". She 

believes the money will be used to improve lives 
and the local government will not defraud her, 
she said. 
China piloted the first batch of local 
government bonds targeting retail investors 
in recent weeks at bank outlets in six regions 
including Beijing and Ningbo, raising a billion 
dollars. 

The bonds sold like hot cakes, illustrating a 

potentially lucrative outlet for local governments 
who analysts estimate have been given 
permission by the central government to raise 
between 4.5 trillion yuan to five trillion yuan 

($672 billion to$746 billion) via bond sales this 
year alone. 
While it is not clear how many of the bonds will 

be sold to retail investors, the debt is not 
without risk. 
Local governments and their financing 
vehicles already have a mountain of debt and 
analysts question if many municipal 
authorities can generate the revenues to meet 
their debt obligations, especially as the 
central government has flagged tightening 
budget pressures. 

Chinese credit rating agencies also give the local 

government bonds top-notch AAA ratings, 
providing no distinction for investors between 
the issuers and their ability to service and 
ultimately pay off the debt. 

Still, many retail investors believe the bonds are 
effectively guaranteed by the central 

government, which has called on local 
authorities to finance new infrastructure projects 
to support an economy growing at its slowest 
pace in three decades. 
Local governments and central governments 
are seen as inseparable apparatus in the 
Communist Party-controlled political system, 
even though Beijing wants regional 
municipalities to be accountable for their 

borrowings. 

Local governments have more than 50 trillion 
yuan in debt outstanding, including through the 
use of off balance-sheet financing vehicles, 
according to Goldman Sachs, and they have 
been the country's fastest-growing borrowers of 
recent years. 

UNDERWRITTEN BY BEIJING  
Lu Ming, economics professor at Antai College 
of Economics & Management in Shanghai, said 
many local governments are making capital of 
the implicit guarantee of debt by the central 
government. "Without such a backing, no one 
would lend you money." 

Indeed, Mrs. Yan, who declined to provide her 
given name, said she didn't read the bond 

prospectus when she bought five-year Ningbo 
municipal bonds yielding 3.32 percent a year to 

maturity. 

In Beijing, 65-year-old retired teacher Guo 
Xiulan, who pulled 50,000 yuan out of wealth 
management products yielding 5 percent to buy 

local government bonds yielding 3.25 percent, 
said she did not understand credit ratings and 
had not looked into the city's fiscal health. 
"I was born in Beijing; I live in Beijing. I feel 

Beijing's construction needs the support of the 
ordinary people," said Guo, who says she 
doesn't understand credit ratings. The 
prospectus said the bond would fund shantytown 
redevelopment and land purchases. 
Still, their expectations may not be misplaced if 

institutional buyers, who have also snapped up 
local government bonds, are anything to go by.  
"At the moment, you don't even see defaults by 
bonds issued by local government financing 
vehicles," said Wang Ming, a manager at the 
trading department of Hua Chuang Securities in 
Shanghai. "I cannot imagine the central 

government would tolerate defaults in municipal 
bonds." 
Amanda Du, senior analyst at Moody's Investors 
Service, reckons that borrowing from retail 
investors could potentially make local 
governments more accountable. Residents are 
generally more familiar than investors from 

elsewhere with local projects since they sit on 
their doorstep. 
"An individual investor in a bond that finances a 
shanty town redevelopment project could be 
living just several blocks away. This kind of 
supervision can pressure the government to 

improve governance as well as information 
disclosure on that project," Du said. 
MORAL HAZARD? 
Investment bank CICC said investors should 
take a closer look at an issuer's ability to pay 
off debt. The bank estimates the 23 most-
indebted Chinese provinces have total debt 
exceeding 300 percent of their annual 
revenues. 

Indeed, China's finance minister, Liu Kun, 

warned local governments last month they 
would be subject to more budget pressure as the 
economy slows down and Beijing pushes 
through with tax cuts. He noted at a press 
conference that some regions were having 
difficulty paying salaries and maintaining 

operations and social security. 
In some ways, the Chinese debt landscape is like 
the European Union, said economics professor 
Lu. Both have economic imbalances and the risk 
is that bailouts of weak borrowers will encourage 
them to simply borrow more. 

"Developed countries in the EU are worried that 

if they help pay off debts for less developed 
nations such as Greece, there would be moral 
hazards. Greece would continue to borrow ... 
Economically speaking, the situation is similar in 
China." 
 
(Reporting by Shu Zhang and Sam Shen; Editing by 
Vidya Ranganathan and Neil Fullick) 

(( vidya.ranganathan@thomsonreuters.com ; +65-
68703090; Reuters Messaging: 
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vidya.ranganathan.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2019  
 
 

China bonds enter global index  

04-Apr-2019  
• Bonds: Data providers ponder next 
steps after landmark inclusion 

By Yanfei Wang and Thomas Blott 

HONG KONG/BEIJING, April 4 (IFR) - Chinese 

government and policy bank bonds entered 
Bloomberg's benchmark index last week in a 
landmark move for the country's capital 
markets, although the index provider 
cautioned that the inclusion of more securities 
hinged on further reforms. 

"We are getting a lot of questions now about the 
next logical step for our indices," said Nick 
Gendron, head of fixed income indices at 

Bloomberg, at the Hong Kong Exchange's 

renminbi fixed income and currency conference 
last Tuesday. 
Gendron said the Bloomberg Barclays Global 
Aggregate still excluded about 2,000 bonds that 
are mapped in the firm's China aggregate index.  

"Are we going to add these to the index? ... If I 
were to guess this is much more of a long-term 
project."  
Referring to the potential inclusion of 
corporate bonds in the widely tracked Global 
Aggregate, Gendron cited the lack of 
differentiation in local ratings and poor 
secondary market liquidity as issues that 
needed to be addressed. The benchmark 
already includes government, corporate and 

securitised debt from other markets.  

Gendron's comments came only a day after 356 
renminbi-denominated government and policy 

bank securities were added to the index for the 
first time. The rebalancing will be phased in over 
the next 20 months, which will eventually see 
renminbi securities make up 6.1% of the index. 

The addition will mean that passive fund 
managers that track the index will need to own 
the bonds, while active managers that 
benchmark their performance against the index 
may also choose to buy. 
At the end of January, foreigners held just 2% of 
outstanding onshore China bonds, around 

Rmb1.75trn (US$260bn), according to Moody's, 
although this figure is expected to rise 
significantly on the back of the index inclusion. 
Justin Chan, co-head of global markets for Asia 
Pacific at HSBC reckons that inclusion in the 
index will trigger around US$150bn worth of 

inflows, referring to the total amount of inflows 
over 20 months. 
CONVOLUTED PROCESS  
The inclusion of Chinese renminbi-
denominated securities comes nearly a year 
after Bloomberg became the first of the three 
major fixed income index providers to 
announce it would add Chinese bonds to a 
flagship index. 

Bloomberg took many market participants by 

surprise when it made the announcement last 

March as it already published the outcome of its 

annual review a month earlier and did not 
mention adding Chinese bonds to the index. 
The inclusion was also, unusually, made 

contingent upon a number of operational 
enhancements, namely changes to the 
settlement process, the introduction of block 
trades across portfolios and clarification of tax 

policies. 
In August, China Central Depository and 
Clearing, the country's main clearing house, said 
that it had enabled delivery-versus-payment 
settlement for Bond Connect investors, 
effectively fulfilling one of the three 

prerequisites. 
Later that month, China's State Council 
announced that offshore investors would be 
exempt from corporate income tax and value-
added taxes on interest income in the domestic 
bond market for three years. 
On the same day, China Foreign Exchange Trade 

System announced that block trading was now 
available to offshore investors via the Bond 
Connect link, completing the last of the three 
criteria. 
Despite the slightly convoluted process, global 
investors have mostly welcomed inclusion due 
to the diversification benefits as well as the 
higher yields on offer onshore compared with 
similar G3 currency bonds. 

"More than US$10trn of government bonds are 
negative-yielding, so there is a good reason for 
a number of global investors to look at a high-
quality government bond market being added to 
the index that gives a positive yield and has 
diversification benefits," said Neeraj Seth, head 
of Asian credit at BlackRock. 

Last Wednesday, the People's Bank of China said 
in a statement on its website that vice governor 

Pan Gongsheng had discussed inclusion in FTSE 
Russell's bond indices during a meeting with the 
index provider's chief executive Waqas Samad. 
The UK-based index provider put Chinese bonds 

on its watchlist for inclusion in its benchmark 
World Government Bond Index in September. 
The third major index provider, JP Morgan, has 
been more reticent than the other two regarding 
inclusion of Chinese debt in its flagship emerging 
markets index.  
 
(This story will appear in the April 6 issue of IFR Asia 
magazine 
Reporting by Thomas Blott and Yanfei Wang. 
Additional reporting by Daniel Stanton; Editing by 
Vincent Baby) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
NEWS-05 
(c) Copyright Thomson Reuters 2019.  
 
 

Call to let top global agencies rate 

bonds, industry experts say  

04-Apr-2019  
Global rating agencies must be allowed to 
operate in mainland China if foreign money is 

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 

  6 

to flow freely into the country's bond market, 
industry experts said. 

China's US$13 trillion bond market, the world’s 
third-largest, is gradually opening up to foreign 

players as it begins to be included in global bond 
benchmarks. 
The next key step must be for all global rating 
agencies to be granted access to the market, 
so overseas investors could understand and 

compare the ratings with those at home, said 
Nick Gendron, head of fixed income indices at 
Bloomberg. 

He was speaking in a panel ¬discussion at a 
fixed income and currencies conference held by 
Hong Kong Exchanges and ¬Clearing this week. 
On Monday, Chinese bonds made their debut in 
the Bloomberg Barclays Global Aggregate Index. 

The gauge will add more Chinese government 
debt and policy bank bonds over the next 20 
months, giving them an eventual weighting of 6 
per cent and bringing a further US$150 billion 

into China's bond market by HSBC estimates. 
Two competing indices are likely to follow suit: 
FTSE Russell's World Government Bond Index 

and the JP Morgan Emerging Markets 
Government Bond Index Global Diversified. 
According to Gendron, Bloomberg uses a mid-
level rating from the top three credit rating 
agencies, Standard & Poor's, Moody's Investors 
Service and Fitch Ratings. While it was not 
¬unprecedented to use non-US agencies, the 

three were the most recognised and trusted by 
foreign investors, he said, and their inclusion 
would encourage greater ¬inflows of money 
from overseas. 
"The feedback we receive from market 
participants is that there is real hunger for 
greater granularity in domestic Chinese 
ratings and for ratings that are determined in 

a transparent and rigorous way," said Simon 
Jin, chief executive of S&P Global (China) 
Ratings. 

In January, S&P was the first agency to be 
granted a licence by the People's Bank of China 
to enter the domestic bond rating market 
through a Beijing-based wholly owned unit. It 
would not say when it planned to start 

¬operations. 
In a statement at the time, the central bank said 
international rating firms' ability to rate 
¬onshore bonds in China's interbank market 
would meet foreign investors' demands and 
improve credit rating quality domestically. 
Fitch and Moody's, however, were not 

mentioned and still await licences. 
China has restricted the partnering of foreign 

rating ¬agencies with domestic firms for the 
past two decades. 
In the domestic rating service market, Chinese 
agencies tend to give high ratings to mainland 

issuers, under pressure from Beijing. 
According to a statement in November from the 
National ¬Association of Financial Market 
Institutional Investors, about 97 per cent of 
1,741 non-financial corporate bonds in China 
had ¬ratings of AA or above. 
Industrial and Commercial Bank of China's head 

of global markets, Jimmy Jim, echoed 

¬Gendron's view that global ratings agencies 
must be allowed into China's market. 
Speaking at the same conference, he said that 

over time the market would "see much better 
convergence between international and domestic 
rating ¬agencies". 
While it awaits a licence, Fitch set up a Beijing-

based subsidiary in November and has hired 
more than 25 people to start publishing non-
rating action research ¬reports. 
"We are communicating closely with the 
regulators as part of the application process," a 
spokesman for Fitch (China) said. 

 
Moody's did not respond to a request for comment. 
Copyright (c) 2019 South China Morning Post All rights 
reserved. 
 
 

India 

Govt to borrow Rs 4.42 lakh crore via 

gilts in H1FY20, introduce 7-year 

benchmark bond  

29-Mar-2019  
Announcing borrowing calendar for the next 
financial year, Economic Affairs Secretary 

Subhash Chandra Garg on Friday said the 
government will raise Rs 4.42 lakh crore 
through gilts in the first half of FY20. 

The Centre will auction Rs 17, 000 crore of gilts 
per week during April-September. 
April to September gilt borrowing will be 62.30 
per cent of FY20's total gross borrowing, Garg 
said. 

The high borrowing is due to repayment 

obligations. "There is repayment of obligation of 
Rs 1.02 lakh crore in the first half on new 
financial year and Rs 1.35 lakh crore in the 
second half, " he added. 
The government is also planning to introduce 
new seven-year benchmark government security 

and may extended 15-19 years gilt maturity 
bracket to 15-24 years. 
The government will borrow Rs 20, 000 crore 
through treasury bills every week in April-
June. Gilt buybacks most likely to happen in 
H2FY20. 
Garg addressing a press conference said the 
government will meet 3.4 per cent fiscal 
deficit target for the ongoing financial year. 

Earlier, a government data showed that current 

account deficit widened to 2.5 per cent of GDP in 
third quarter of the current fiscal from 2.1 per 

cent a year ago, primarily on account of a higher 
trade deficit. 
In absolute terms, the CAD, or the gap between 
inflow and outflow of foreign exchange in the 

current account, was $16.9 billion in the 
October-December 2018 period, up from $13.7 
billion in the year-ago period, PTI reported. 
 
For Reprint Rights: timescontent.com 
Copyright (c) 2019 BENNETT,COLEMAN & CO.LTD. 
©Thomson Reuters 2019. All rights reserved. 
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India govt may direct state banks on 

debt resolution  

03-Apr-2019  
NEW DELHI, April 3 (Reuters) - India's 

government could issue directions to the 
state-run banks to resolve corporate default 
cases, a finance ministry source said on 
Wednesday, a day after the Supreme Court 
quashed a central bank order on resolving bad 
debt cases. 

"The order does not question the power of 
government to give directions to banks," the 
official, who declined to be named, told 

reporters. 
Indian banks and financial institutions currently 
hold total bad debt of over 10 trillion rupees 
($146 billion) and this has also affected their 
ability to lend and spur economic growth. 
 
(Reporting by Aftab Ahmed; Writing by Manoj Kumar; 
Editing by Gopakumar Warrier) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019.  
 
 

India To Conduct Government Bond 

Switch Auctions Every Month 

03-Apr-2019  

By Mukesh Jagota 
NewsRise 
NEW DELHI (Apr 03) -- India will conduct 

government bond switch auctions every 
month this fiscal year that started Apr. 1, a 
government official said today. 

If the bond switch auction process takes off well, 
the government may do more than this fiscal 

year’s target of 500 billion rupees, the official, 
who didn’t wish to be identified, told reporters in 
New Delhi.  
The bond switch auctions will allow wider 
section of bond holders to participate in the 
switch process as against the earlier system 
where one-on-one negotiations left many 
bond holders out of the fray, the official 
added. 

Last week, India’s Finance Secretary Subhash 

Chandra Garg had said that the government will 
also announce a bond switch calendar, and will 
conduct a switch on every third Monday of the 
month. 
 
- By Mukesh Jagota; mukesh.jagota@newsrise.org; 
91-11-66767700 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 

Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 

 

Fitch Affirms India at 'BBB-'; Outlook 

Stable  

04-Apr-2019  
Fitch Ratings-Hong Kong-April 04: Fitch 
Ratings has affirmed India's Long-Term 

Foreign-Currency Issuer Default Rating (IDR) 
at 'BBB-' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
India's ratings balance a strong medium-term 
growth outlook and relative external 
resilience stemming from strong foreign 
reserve buffers, against high public debt, a 

weak financial sector and some lagging 
structural factors. 

A robust growth outlook continues to support 
India's credit profile. Fitch expects growth of 
6.8% in the fiscal year ending March 2020 
(FY20) and 7.1% in FY21, supported by 

accommodative monetary policy, an easing of 
bank regulations, and government spending. We 

estimate real GDP growth to have slowed slightly 
to 6.9% in FY19 from 7.1% a year earlier. A 
deceleration in recent quarters has mainly been 
domestically driven, from weak manufacturing 
performance and low food inflation weighing on 
farmers' incomes. Limited available indicators 
also point to a rise in unemployment. According 

to recently revised official GDP data, growth 
averaged 7.5% in the five years up to and 
including FY19, which is more than twice as fast 
as the historical 'BBB' peer median of 3.6%. 
General elections to be carried out from 11 April 
to 19 May 2019 result in some temporary 

uncertainty about the policy agenda. Over the 
past 30 years, governments of different political 

persuasions have been generally reform-minded. 
The current government has implemented some 
ambitious and transformative reforms, notably 
the Goods and Services Tax (GST) and the 
Insolvency and Bankruptcy Code, while some 

other reforms so far seem to have had less 
traction. Easing of foreign direct investment 
(FDI) regulations and a reduction in red tape 
appear to have reduced transaction costs, but 
difficulties in doing business in India continue to 
linger, coinciding with lacklustre FDI inflows. 
Gross FDI inflows into India of 1.4% of GDP in 

the year through 3Q18 were below the 1.7% of 
GDP four years earlier. 
Polls indicate that the next government will 
likely have a smaller majority in the lower house 
of parliament, the Lok Sabha, than the current 

government and it might find it more difficult to 

garner support for major reforms such as the 
GST. However, there seems plenty of potential 
for a continued focus on reforms, for instance 
through enhancement of the efficiency and 
effectiveness of the administration and the legal 
and judiciary system. 
A weak fiscal position continues to constrain 

India's sovereign ratings. In this regard, the 
next government's medium-term fiscal policy 
will be of particular importance from a rating 
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perspective. Modest fiscal slippage relative to 
the central government's own targets in 

recent years has resulted in a stalling of fiscal 

consolidation. Campaign promises to support 

farmers' incomes, including direct cash transfers 
and farm loan waivers will, moreover, add to 
spending pressures in FY20. The general 

government deficit has remained broadly 
stable at around 7% of GDP in the past five 

years (current 'BBB' median 1.9%), while off-

budget financing has gained in importance and 
the general government debt increased to a 
Fitch-estimated 68.8% of GDP in FY19 (current 
'BBB' median 37.5%) from 67.1% in FY14. 
Significant and politically difficult fiscal deficit 
reduction would be key to meet the general 
government debt ceiling of 60% of GDP by 

March 2025, as introduced in the Fiscal 
Responsibility and Budget Management (FRBM) 
Act in February 2018. 
Benign food inflation and, to a lesser extent, 

easier global conditions following the US Fed's 
shift to more dovish monetary policy 

communication, are enabling the Reserve Bank 
of India (RBI) to be more supportive of growth. 
The RBI became the first central bank in the 
Asia Pacific to begin an explicit easing cycle 
when it cut its policy rate by 25bp in February 

2019. Headline inflation was 2.6% in February 
2019 and has been well within the target range 
of 4% +/- 2pp since the inception of the 

Monetary Policy Committee in October 2016, 
illustrating the RBI's strong monetary policy 
record under the new monetary framework. 
Following today's second 25bp policy rate cut, 
Fitch's baseline is for the RBI to remain on hold 
for the remainder of 2019, although we 
acknowledge the central bank may look for 

opportunities for further easing. We forecast 

inflation to average 3.8% in FY20, still above the 
current 'BBB' range median of 2.5% for 2019. 
The authorities are in the process of cleaning up 
the banking sector, and the government's capital 
injection by an additional 0.6% of GDP in FY19 
provides banks with a near-term reprieve. As a 

result, credit growth has gradually picked up in 
recent months to 12.9% yoy in January 2019. 
The sector's non-performing loan (NPL) ratio has 
improved to 10.8% in December 2018, 
according to Fitch's estimate, from 11.5% in 
March 2018. However, the banking sector's 

weak earnings, in particular that of state-owned 
banks, and thin capital buffers remain at risk 
from ageing provisions, which stem from the 
slow resolution of the sector's NPL stock, which 
stood at USD150 billion at end-March 2018. 

Stress in the non-banking financial company 
sector appears to have receded, but the sector's 

ability to provide credit seems reduced. 
India's relatively strong foreign-exchange 
buffers and the comparatively closed nature 
of its economy make the country less 
vulnerable to external shocks than many of its 

peers. Foreign-currency reserves equal 7.0 
months of current external payments (current 
'BBB' peer median: 5.2 months), while gross 

and net external debt levels also compare well 

with those of peers. However, India is not 

immune to emerging-market turmoil, as 
illustrated by the rupee's depreciation in 2018, 
owing to its current account deficit, which Fitch 

expects at 2.3% in FY19, and its dependence on 
net oil imports. To curb imports, India raised 
trade tariffs on a number of products. 
India continues to exhibit some structural 

weaknesses relative to peers and is less 
developed on a number of metrics. Governance 
standards remain weak, as illustrated by a low 
score for the World Bank's governance indicator 
(47th percentile versus the 'BBB' median of 59th 
percentile). India's ranking on the United 

Nations Human Development Index (32nd 
percentile versus the 'BBB' median of 67th 
percentile) also indicates relatively low basic 
human development. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns India a score 

equivalent to a rating of 'BBB-' on the Long-
Term Foreign-Currency IDR scale. Fitch's 
sovereign rating committee did not adjust the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

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

rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 

The main factors that, individually or 
collectively, could trigger positive rating action 
are: 

• Greater confidence in a sustained 
reduction in general government debt over the 
medium term. 
• Higher sustained investment and growth 
rates without the creation of macroeconomic 
imbalances, such as from successful structural 
reform implementation. 

The main factors that could trigger negative 
rating action are: 
• A rise in the government debt burden, 
for instance due to the absence of fiscal 
consolidation or higher off-budget spending. 
• Loose macroeconomic policy settings 

that cause a return of persistently high inflation 
and widening current-account deficits, which 

would increase the risk of external funding 
stress. 
KEY ASSUMPTIONS 
• The world economy performs broadly in 
line with Fitch's latest Global Economic Outlook, 

published in March 2019. 
• Economic activity will not be seriously 
disrupted by materialising political risk or social 
unrest. 
The full list of rating actions is as follows: 
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Long-Term Foreign-Currency IDR affirmed at 

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

Short-Term Foreign-Currency IDR affirmed at 
'F3' 
Short-Term Local-Currency IDR affirmed at 'F3' 
Country Ceiling affirmed at 'BBB-' 

 
Media Relations: Bindu Menon, Mumbai, Tel: +91 22 
4000 1727, Email: bindu.menon@fitchratings.com; 
Wai-Lun Wan, Hong Kong, Tel: +852 2263 9935, 
Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved.  
 
 

How debt mutual funds are likely to 

react to RBI rate cut  

05-Apr-2019  

Mumbai, April 5 -- Apart from cutting the 

benchmark repo rate by 25 basis points for 
the second time in a row, the Reserve Bank of 
India (RBI) on Thursday also announced 
measures to increase liquidity to ensure that 
the effect of the rate cut actually makes it to 
the real economy. 
Higher liquidity chasing the same volume of debt 
pulls down market interest rates. This, in turn, 
increases the value of bonds issued at older 
rates, particularly long-dated bonds. Savvy 
investors who bought into long-dated bonds and 
long-duration debt funds have already pocketed 
decent levels of gains, with the yields in the 

market already having factored in a rate cut. 
So what does the rate cut mean for investors in 
fixed-income products, including debt funds? 
Debt investors either look for the stability of 

pure interest income or for higher total return, 
which is a combination of interest income and 

gains from the appreciation in the price of the 
securities, albeit with higher volatility. The 
choice of the debt investment usually reflects 
this. 
Investors seeking the comfort of an assured 
fixed income should consider tying into the 
higher yields of government-administered 
small savings schemes and bank fixed 

deposits (FDs). Some of these schemes allow 

you to lock into a rate, while others have their 
rate reviewed every quarter. The caveat is that 
if government securities yields, to which the 
interest rates of these schemes are 
benchmarked, rise either on account of rising oil 
prices or the monsoons playing truant, then we 

may see higher rates in the coming quarters. 
Many of these schemes also offer tax benefits 
that makes post-tax returns from them 
attractive. 
Apart from bank FDs, another option for 
investors seeking to lock in higher yields is 
buying non-convertible debentures (NCDs). A 

slew of these is set to be launched, including the 
second tranche of L&T Finance NCD and Sriram 
City Union Finance NCD. "Investors with large 
debt portfolios can think of investing in higher-

rated NCD issues which are coming up, to get 

the benefit of rates north of 9%," said Mahesh 
Mirpuri of Invest Mutual, a Chennai-based 
mutual fund distributor. But the post-tax returns 

may not be as attractive and the credit risk in 
these bonds need to be closely watched. 
The latest rate cut has raised two key questions 
for the category of investors looking to earn 

total returns. First, whether there is a case for 
investors to buy long-duration or gilt funds to 
capture the ongoing rate cutting cycle. 
On this question, fund managers advise caution. 
"A moderate approach through short- or 
medium-term funds is advisable. Those who 
want to take duration calls can make tail 
(small incremental) allocations to gilt funds," 

said Lakshmi Iyer, head, fixed income, Kotak 
Asset Management Co. Ltd. 

"Corporate bond funds are also a good 
alternative," she added. This is on account of 
their high-grade bonds which are relatively liquid 

and their lower expense ratios. Corporate bond 
funds are mandated by capital market regulator 
Securities and Exchange Board of India (Sebi) to 

invest 80% of their assets in bonds with the 
highest credit rating (such as AAA). However, 
there are no restrictions on the duration calls 
they can take. Typically, they have average 
portfolio maturities of one to three years. 
Should investors with short investment horizons 

consider moving out from liquid funds? Given 
that the rates in very short-term instruments, in 
which liquid funds invest, are going to be the 
first to see the impact of the rate cut, returns 
from liquid funds could suffer. 
This question is also pertinent for investors in 
systematic transfer plans (STPs) of liquid funds 

for transferring funds to equity funds. "We had 
already recommended a shift from the liquid to 

the low-duration category for investors doing 
STPs. A rate cut cycle only strengthens this 
argument," said Devang Shah, deputy head, 
fixed income, Axis Mutual Fund. 
Deepali Sen, founder-partner of Srujan Financial 

Advisors, said that retail investors are more 
concerned about liquidity and safety in their 
short-term investments rather than returns. "For 
an emergency corpus, people can continue in 
liquid funds. However, STP investors can look at 
the ultrashort-term or low duration category. 

This is because a typical STP lasts for at least 12 
months," she added. Published by HT Digital 
Content Services with permission from MINT. 
 
 For any query with respect to this article or any other 
content requirement, please contact Editor at 
contentservices@htlive.com 
Copyright (c) 2019 HT Digital streams Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Keep Gains Ahead Of Debt 

Auction Outcome  

05-Apr-2019  
By Siddhi Nayak 
NewsRise 
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MUMBAI (Apr 05) -- Indian government bonds 

stayed higher in afternoon session, as traders 

await the outcome of the first debt auction for 
this financial year, wherein traders expect 
healthy demand.  

The benchmark 7.26% bond maturing in 2029 
changed hands at 99.55 rupees, yielding 7.32%, 
at 1:00 p.m. in Mumbai, against 99.38 rupees 
and a 7.35% yield yesterday. The rupee was at 

69.15 to the dollar against 69.16 yesterday. 
“We are seeing a good appetite for the debt sale 
auction today and expect healthy bids from 
traders, which is supporting prices” a trader with 
a state-run bank said.  
India starts its borrowing programme for the 
financial year with an auction of 170 billion 

rupees of notes today. India aims to gross 
borrow 4.42 trillion rupees in April-September, 
almost 63% of its annual borrowing target. The 
auction includes new seven-year and 20-year 
bonds. 

The cutoff yield for the new seven-year bond is 

likely in a 7.24%-7.27% band, while new 20-
year bond cutoff yield is seen at around 7.65%, 
traders said.  
Bonds gained earlier today, after a sharp selloff 
yesterday following the Monetary Policy 
Committee’s decision to cut rates by 25 basis 
points and maintain a neutral stance.  
The MPC is likely to cut interest rates by 25 
basis points again by September, majority of 
the 18 economists and analysts surveyed by 
NewsRise said. Sixteen of those surveyed said 
they expect the panel to cut rates in June or 
August, amid uncertainty due to the upcoming 
general elections, the budget and monsoon. 

India goes to polls this month through May, and 
the election outcome is due on May 23. A new 
government will take office after that and will 

present a full budget by July. 
Prime Minister Narendra Modi-led administration 
intends to stick to its fiscal consolidation 
roadmap if it gets a second term, Finance 
Minister Arun Jaitley said yesterday. 
India’s central bank said yesterday that the 

fiscal situation at the federal and state 
government level required careful monitoring. 
The next federal government’s medium-term 
fiscal consolidation plan will play an important 
role in future rating action, Fitch Ratings said 
while keeping India's sovereign rating at 
investment grade 'BBB-' with a stable outlook. 

Meanwhile, crude oil prices fell on concerns of an 
economic slowdown. The benchmark Brent crude 
oil contract was 0.37% lower at $69.14 per 
barrel. India imports 80% of its crude oil 

requirements. 
 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353307 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 

 

Governor Das, Finance Commission 

Head Discussed Fiscal Roadmap  

05-Apr-2019  
By Dharam Dhutia 

NewsRise 
MUMBAI (Apr 05) -- India’s central bank said 

Governor Shaktikanta Das today met the head 
of the 15th Finance Commission in Mumbai 
and discussed about fiscal roadmap.  

“Chairman 15th Finance Commission (N.K. 
Singh) visited RBI Mumbai today and held 
discussion with Governor on fiscal consolidation 

and debt roadmap with particular reference to 
State government debt,” the Reserve Bank of 
India wrote on its Twitter page.  
At the post-policy press conference yesterday, 
RBI Deputy Governor BP Kanungo said that RBI 
had met finance secretaries from states last 
week and some states have informed the central 

that they will approach rating agencies to rate 
their debt borrowing.  
Indian states plan to raise around 1.10 trillion 
rupees via bonds in April-June, after they 
borrowed 4.78 trillion rupees via debt issues in 
the previous financial year.  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia sells 8.03 trln rupiah of 

Islamic bonds  

02-Apr-2019  
JAKARTA, April 2 (Reuters) -  
• Indonesia's finance ministry sold 8.03 

trillion rupiah ($564.90 million) of Islamic 

bonds at an auction on Tuesday, slightly 
above the indicative target of 8 trillion rupiah, 
its financing and risk management office said. 

• The weighted average yields were lower 
than yields of comparable sukuk at the previous 
auction on March 19. 
• Total incoming bids for Tuesday's sukuk 
auction were about 18.42 trillion rupiah. 

 
($1 = 14,215 rupiah) 
(Reporting by Nilufar Rizki; Editing by Nick Macfie) 
(( nilufar.rizki@thomsonreuters.com ;( +6221 2992 
7611) ;  
(Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Govt bonds could squeeze small banks, 

say analysts  

05-Apr-2019  
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Riska Rahman, The Jakarta Post, Jakarta 
The government has issued four of the 10 
retail bonds planned for this year to help 
finance its budget deficit, but analysts say 
that this could tighten the squeeze on small 
banks. 

Government debt director Loto Srinaita Ginting 
of the Finance Ministry said the latest series -- 
the SBR-006 retail savings bond -- offered a 
minimum coupon rate of 7.95 percent and would 

be available until April 16 through 14 online and 
offline distribution partners. 
The rate is lower than that of the previous SBR-
005 series and the sharia-compliant retail 
savings sukuk ST-003, which offered minimum 
returns of 8.15 percent. 
Despite the lower rate, Loto said the 

government remained upbeat that it could raise 
at least Rp 2 trillion (US$141.18 million) and up 
to Rp 5 trillion from the SBR-006 series. She 
also seemed unconcerned about the bond series 

missing its target. 
The government expects to raise Rp 60 trillion 

from the issuance of retail bonds this year. 
"What we really want is to educate people to 
invest their money and increase the number of 
retail investors through the government retail 
bonds," she said. More investors would also 
deepen Indonesia's financial market and protect 
it from negative, external sentiments. 
Center of Reform on Economics (CORE) 
Indonesia research director Piter Abdullah, 
however, said the government's aggressive 
stance on issuing retail bonds this year could 
cause the crowding out effect, making people 
more interested in channeling their money in 
the public sector instead of the private sector. 

Piter said almost every bank in the country 
would experience this effect each time the 

government issued a domestic bond, but that 

small banks would be hardest hit. In particular, 
he cited the categories BUKU I (banks with a 
core capital of less than Rp 1 trillion) and BUKU 
II (banks with a core capital of Rp 1 trillion to Rp 
5 trillion). 
"The customers of these banks will most likely 

move their money to bonds, as they offer higher 
returns and are also safer, because they are 
guaranteed by the government," he told The 
Jakarta Post. 
Most BUKU I and BUKU II banks currently 
offered time deposit interest rates of up to 7 
percent per annum. This was higher than the 

current interest rates of 6.25 to 6.5 percent that 
big banks offered on their time deposits, but still 
lower than the bond yield of the SBR-006 series. 

Piter continued that customers shifting their 
money would cause small banks to struggle to 
find a new sources of third-party funds to 
maintain liquidity, as they would be competing 

against larger banks as well as the government. 
Institute for Development of Economics and 
Finance (Indef) economist Bhima Yudhistira said 
that BUKU I and BUKU II banks were also not as 
flexible as their bigger counterparts in debt 
financing through bonds, medium-term notes or 

rights issues. 

Bhima said the condition could squeeze small 

banks tighter than last year, when the 
government started expanding its front-loading 
efforts to stabilize the economy. 

"Some of these smaller banks even have a loan-
to-deposit ratio [LDR] of more than 100 
percent," he said. This meant that the banks 
would nearly reach the upper end of the 92 

percent to 102 percent safety limit set by the 
Financial Services Authority (OJK). 
But it was not all doom and gloom for small 
banks because there were still ways to improve 
liquidity, said Bhima, suggesting that small 
banks be less expansive in disbursing loans to 

customers. 
If the banks wanted to disburse more loans, 
they could also engage in mergers and 
acquisitions to improve liquidity. 
"They could also form escrow partnerships with 
financial technology companies to help them 
disburse loans to their customers," he said. 

 
Copyright (c) 2019 The Jakarta Post 
©Thomson Reuters 2019. All rights reserved. 
 
 

Israel 

Israel tax hikes needed to prevent 

budget deficit spike  

31-Mar-2019   
JERUSALEM, March 31 (Reuters) - Israel's 

government should raise taxes as part of a 
series of adjustments needed to keep the 
budget deficit under control, Bank of Israel 

Governor Amir Yaron said on Sunday. 

Yaron, in a letter that accompanied the central 

bank's annual report for 2018, said higher 
spending and tax cuts in recent years led to an 
increase in the structural deficit that is 
undesirable for an extended period. 
Israel's budget deficit was 2.9 percent of gross 

domestic product in 2018, in line with its target, 
but the gain from 1.9 percent in 2017 pushed 
the debt burden slightly higher, to 61 percent of 
GDP. The target is also 2.9 percent of GDP in 
2019. 
"The risks inherent in such a situation will 
increase if the growth rate slows," said Yaron, 
adding fiscal adjustments should be made 

when the economy is doing well. 

"Postponing them could necessitate more 
significant adjustments precisely when fiscal 
expansion is needed in order to support 
activity." 

He noted that since the government's plans for 
coming years involve large expenses, changes 
will be needed, including an increase in tax 

revenues, while maintaining expenses that 
support growth and enhance productivity. 
Yaron, who took over as central bank chief in 
December, said economic growth of 3.3 percent 
in 2018 was supported by accommodative 
monetary policy and expansionary fiscal policy. 

Still, per capita GDP in Israel is among the 
lowest of advanced economies and demographic 
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processes are expected to act to slow the 

potential growth rate in the coming decades, 
requiring policies to boost productivity. 
 
(Reporting by Steven Scheer 
Editing by Raissa Kasolowsky) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kazakhstan 

Kazakhstan's foreign debt down 5.4% 

in 2018  

05-Apr-2019  

ALMATY. April 5 (Interfax) Kazakhstan's foreign 

debt stood at $158.8 billion as at January 1, 
2019, which is 93.1% of GDP, or down 5.4% 
year-on-year, the press office of the National 
Bank said in a Tuesday statement. 

Last year, the country's foreign debt was $167.5 
billion. 
According to the Kazakh central bank, in the 
structure of Kazakhstan's foreign debt 

intercompany debts account for 63.6%, foreign 
debts of "other sectors" to unrelated creditors at 
25%, the debt of the government and the 
National Bank at 7.8%, while external 
obligations of second-tier banks and the 
Development Bank of Kazakhstan stand at 

3.6%. 
In the fourth quarter of 2018, the country's 
foreign debt narrowed $2.5 billion due to a 
decrease in debts across the non-banking 
sector. The foreign national debt rose $899.1 
million following two tranches of 5- and 10-
year sovereign Eurobonds totaling 1.05 billion 
euros. 

In Q4 of 2018, Kazakhstan's net foreign debt 
totaled $47.2 billion, a drop of $560 million. At 

the same time, the public sector and the banks 
acted as net lenders with regard to the other 
players, while the other sectors acted as 
borrowers. 
Kazakhstan's population exceeds 18.4 million 
people. 
 
Kz rm ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 
 

Saudi Arabia 

Saudi Arabia to raise around $31 bln in 

debt this year  

31-Mar-2019  
DUBAI, March 31 (Reuters) - Saudi Arabia 

plans to issue 118 billion riyals ($31.5 billion) 
in debt this year to help finance the national 

budget deficit, the country's Debt 
Management Office (DMO), part of the 

ministry of finance, said. 

Saudi Arabia has borrowed extensively over the 

past few years to refill state coffers depleted by 
a drop in oil prices. 
At the end of 2018, it had around $150 billion in 
outstanding government debt, 54 percent of 
which was in local currency and the rest 

denominated in U.S. dollars. 
The kingdom issued $7.5 billion in 
international bonds in January. It said its 
foreign funding this year "would be positioned 
in a way in which (Saudi Arabia) could secure 
most of its funding in the first quarter", to 
reduce exposure to market risks and to allow 
Saudi government-related issuers to tap the 
debt markets.  

The statement comes a few days before Saudi 

Aramco, the state-owned oil giant, is expected 
to issue its first bonds in the international 
markets. 

Saudi Arabia's deficit funding requirements for 
this year are estimated at $35 billion, which will 
be funded with an approximate net debt 
issuance of $31.5 billion, while the rest will come 

from government deposits at the central bank, 
the DMO statement said. 
By the end of 2019, Saudi Arabia plans to have 
around $181 billion in outstanding debt, 
corresponding to 21.7 percent of gross domestic 
product. 

The DMO said this year it would try to "contain" 
the government's outstanding debt exposure to 
interest rate risk by reducing the percentage of 
floating-rate instruments in its portfolio. 
At the end of 2018, 73 percent of Saudi debt 
issues had a fixed rate and 27 percent had a 
floating rate. By the end of 2019, the 

government wants to increase fixed-rate debt to 
78 percent of its portfolio.  
 
($1 = 3.7503 riyals) 
(Reporting by Davide Barbuscia; Editing by Dale 
Hudson) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Singapore 

SGD bonds looking bright as economic 

outlook dims 

01-Apr-2019  
The Singapore dollar bond market rally is 
showing no sign of fatigue as investors' risk 
aversion remains high. 

The strong performance of local bonds is in line 
with a global rally since late December on the 
increasing belief that the economic outlook is 
dim. 
The Markit SGD corporates total-return index 

stood at 127.1723 on March 27 according to 
Bloomberg. 
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In the current climate, it's mainly familiar credits 

as well as government linked issues which have 
been able to tap the market. 
A case in point was the Singapore Airlines bond 

sold last week which was aimed at retail 
investors. The 3.03 per cent five-year bond 
issue was upsized to S$750 million from S$500 
million, after attracting over S$2.2 billion in 

orders. 
Some might quibble that 3.03 per cent was not 
that wonderful for holding 5-year bonds. But the 
strong subscription "is a good validation of the 
price", said Clifford Lee, DBS Bank head of fixed 
income. 

Said Samuel Chan, Standard Chartered Bank 
head of capital markets, Singapore: "The fact 
that SIA's 5-year retail bond was upsized from 
S$500 million to S$750 million shows that 
investor confidence in the credit is strong, and 
there is a positive take on market sentiment." 
The price of the SIA bonds has since risen; they 

were quoted at 100.011 on March 27. Bonds are 
sold at 100 par. 
Longer tenors are especially in demand as 
investors seem to have given up hope on 
seeing a recovery in interest rates anytime 
soon. 

The Land Transport Authority's 40-year S$1.5 
billion 3.380 per cent bonds have shot to 
102.072; they were launched in January. 

HDB's 10-year S$600 million 2.675 per cent 
bonds, also sold in January, rose to 101.558 on 
March 27 before easing to 101.275 on March 28. 
ST Telemedia's S$350 million 5 per cent 
perpetual issue has soared to 103.743. STT is 
wholly owned by Temasek Holdings. 

"Demand has turned very strong since last year 
for triple A or government equivalent issues," 

said Ang Chung Yuh, iFast senior fixed income 
analyst. 
Mr Ang said US Treasuries have also done well 
on pessimistic sentiment that the global 
economic outlook is not promising. This was 

reinforced by the US Fed in its recent message 
which was dramatically dovish. 
Since the US Federal Reserve surprised markets 
on March 20, signalling just one hike in 2020, 
compared to three (two in 2019 and one in 
2020) back in December, the US 10-year 
Treasury has risen strongly. 

As a result, the yield on the US 10-year Treasury 
slumped to 2.377 per cent on March 28 from last 
November's high of 3.232 per cent, as the Fed 
move was regarded as cushioning for a 
slowdown of the world's biggest economy, and 
perhaps helping to stave off a recession as well. 

Bond yields fall when prices rise. 
In the meantime, risk-averse Singapore bond 
investors are hard put for a supply of new 
deals as issuance volume stays muted due to 
widening credit spreads, which puts off 
issuers as they can turn to relatively cheaper 
bank loans. 

Year-to-March 28, issuance volume of S$6.1 
billion is flat. 

Credit spreads have widened significantly 
compared to 2017, said Mr Ang. "I think this 

might have deterred many weaker Singapore 

credits from tapping the bond market, and 
turned them to bank financing instead," he said. 
"Unlike the overall Asian credit market, we 

seldom see Singaporean corporates raising debt 
at rates above 7 per cent," he said. "This could 
be partly attributable to the generally lower 
return on invested capital of Singapore 

corporates relative to the other markets. As 
spreads widen beyond a certain threshold, it no 
longer makes financial sense for many 
companies to raise bond financing." 
Bankers note that some Singapore corporates 
are turning to the bigger and deeper US dollar 

market. 
Last week CapitaLand Mall Trust (CMT) printed 
10-year US$300 million 3.609 per cent bonds. 
Sean Henderson, HSBC co-head of debt capital 
markets Asia Pacific, thinks the local SGD bond 
market in terms of new deals might begin to 
improve as Q1 results season gets underway. 
"It is worth noting in the context of Q1 2019 
that a number of issuers haven't been able to 
issue yet due to results season, so we expect 
April to be particularly busy compared to a 
tough month in 2018 which faced rising rates 
and emerging market volatility." 

And in the bigger USD market, low interest rates 
did bring on more deals across the spectrum. 
The Fed's dovish tone and low underlying rates 

have been positive for primary markets. "Risk-
on" markets have been on display in the past 
few months, with issuers across the high grade 
and high yield spectrum accessing the market 
and issuing across senior and perpetual 
instruments, said Mr Henderson. 
"However the headwinds around an economic 

slowdown, especially in recent weeks, have 
begun to creep in and cause some volatility in 

the markets. Having said that, the pipeline 
remains strong and we would expect continued 
supply in this space." 
DBS' Mr Lee said both SGD investors and issuers 
need time to process the sudden change in 

interest rate outlook. He noted that high yield 
names are doing well in the USD market, 
accounting for 60 per cent of new deals so far 
this year. 
"If the trend persists in the USD, SGD investors 
should be more confident," said Mr Lee. 

 
Copyright (c) 2019 SPH 
©Thomson Reuters 2019. All rights reserved. 
 
 

South Korea 

Bank of Korea chief says in no rush to 

ease policy  

01-Apr-2019  
SEOUL, April 1 (Reuters) - South Korea's 

central bank chief on Monday said the bank is 
not in a hurry to implement any easing at the 
moment, contrary to expectations in the bond 
market that the Bank of Korea is poised to cut 

interest rates soon for the first time in three 
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years. 
"We need to monitor further but it seems the 

situation doesn't warrant to review an easing in 
policy interest rates now," Governor Lee Ju-yeol 

told reporters at a press conference in Seoul. 
Lee said recent falls in bond yields seem 
"excessive," when asked if a fall in the three-
year bond yield the key interest rate at 1.75 

percent signalled high expectations for a rate 
cut. 
Any easing by the BOK would mark a U-turn 
from its tightening cycle, something most 
economists still say is likely to happen only next 
year.  
But brokerages including Nomura Securities and 

Daishin Securities recently brought forward their 
expectations for a BOK cut to later this year as 
U.S. treasuries led a rally in debt markets 
globally die to the risks of a recession, which 
would move central banks onto a new rate-
cutting cycle.  

The BOK sees this year’s economic growth at 2.6 

percent, the weakest in seven years, as exports 
suffered declines for a fourth straight month in 
March on cooling demand from China, while 
inflation stayed below the bank’s target rate for 
three months in a row.  
 
(Reporting by Cynthia Kim; Editing by Simon 
Cameron-Moore) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5655; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

S. Korea's sovereign debt hits record 

high in 2018 

02-Apr-2019  
SEJONG, April 2 (Yonhap) -- South Korea's 

sovereign debt hit a record high last year, the 
finance ministry said Tuesday. 

The sovereign debt -- which covers the central 
and provincial governments' accounts and funds 
-- reached 680.7 trillion won (US$598.9 billion) 
in 2018, up 20.5 trillion won from a year earlier, 

according to the 2018 settlement of accounts 
endorsed by the Cabinet. 
The 2018 debt growth is the slowest since 2009, 
the Ministry of Economy and Finance said. 
South Korea's sovereign debt accounted for 
38.2 percent of the nation's gross domestic 
product (GDP) in 2018, unchanged from a 
year earlier. 

The ministry said the 20.5 trillion won on-year 
gain included 20.3 trillion won worth of state 

debt raised by Treasury bonds. 
Meanwhile, the gross revenue that the 
government brought in last year came to 465.3 
trillion won in 2018, compared with 430.6 trillion 
won in 2017. The government's expenditure 

totaled 434.1 trillion won in 2018, up from 406.6 
trillion won in 2017. 
As a result, its surplus reached 31.2 trillion won 
last year, widening from a surplus of 24 trillion 
won in 2017. 
Based on the consolidated financial statements, 

South Korea's state assets amounted to 2,123.7 

trillion won and liabilities reached 1,682.7 trillion 
won last year, with net assets standing at 441 
trillion won. 

Also Tuesday, the ministry said South Korea 
spent 60.3 trillion won in January and February, 
accounting for 20.7 percent of the 291.6 trillion 
won earmarked for the central government and 

public institutions this year. 
The higher spending came as South Korea has 
vowed to frontload 61 percent of the national 
fiscal budget during the first half of this year to 
respond to downside risks in consumption and 
employment. 

 
entropy@yna.co.kr 
Copyright (c) 2019 Yonhap News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

Thailand 

Thailand plans to sell up to $4.52 bln of 

govt bonds in April-June  

01-Apr-2019  
BANGKOK, April 1 (Reuters) - Thailand plans to 

sell up to 143 billion baht ($4.5 billion) of 
government bonds in the April-June quarter 
as part of debt-restructuring moves, the 
finance ministry said on Monday. 

The baht-denominated bonds, to be sold 
domestically, will have maturities of between 
four and 48 years, the ministry said in a 
statement. 
That compares with the 141 billion baht of 
government bond issues planned for the 
January-March period. 

 
($1 = 31.67 baht) 
(Reporting by Satawasin Staporncharnchai; 
Writing by Orathai Sriring; 
Editing by Stephen Coates) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Vietnam 

S&P Raises Vietnam's Sovereign Credit 

Rating To 'BB' From 'BB-'  

05-Apr-2019  
April 5 (Reuters) - S&P: 
S&P raises Vietnam's sovereign credit rating 

to bb from bb-; maintains outlook at stable. 
S&P says affirming short-term rating on 
Vietnam at 'b'. 

S&P says stable outlook reflects expectation that 
Vietnam's economy will continue to expand 
rapidly. 
S&P says Vietnam rating upgrade reflects 
continued improvements in government's 

institutional settings. 
S&P says Vietnam government's socioeconomic 
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development plans provide useful policy anchors 

that have improved macroeconomic stability in 
recent years. 
S&P says although expect Vietnam's strong 

economic performance to continue over next few 
years, country faces variety of domestic and 
external risks. 
S&P says Vietnam's fiscal settings will face 

additional stress over the medium term; 
Vietnam's external metrics are generally sound 
and stable. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania to sell 3 bln leks (23.8 mln 

euro) of 3-yr T-notes on April 11  

03-Apr-2019  

TIRANA (Albania), April 3 (SeeNews) – Albania's 

finance ministry will offer 3 billion leks ($26.7 
million/23.8 million euro) of three-year fixed-
rate Treasury notes at an auction on April 11, 

the ministry's debt issuance calendar shows. 

At the last auction of three-year T-notes held on 
February 25, Albania sold 4.6 billion leks worth 
of government paper. The coupon rate on the 
issue fell to 2.3% from 3.4% at the previous 
auction of three-year government securities held 
in April 2018, according to figures posted on the 
website of the finance ministry. 

 
(1 euro = 124.668 leks) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Belarus 

S&P Says Belarus 'B/B' Ratings 

Affirmed  

05-Apr-2019  
April 5 (Reuters) - S&P Global Ratings: 
S&P says Belarus 'B/B' ratings affirmed; 
outlook stable. 

S&P says Belarus' economic growth is 
decelerating and, absent structural reform, S&P 
expects potential growth to remain modest. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Belarus / Russia 

Russia gives up to $600 mln to Belarus 

to help it repay loans  

01-Apr-2019  

MOSCOW, April 1 (Reuters) - Russia will lend 

its neighbour Belarus up to $600 million so 
Minsk can refinance outstanding loans it 

previously took from Moscow, Russian 
Finance Minister Anton Siluanov said on 
Monday. 

Belarus is also set to receive $200 million from 
the Russia-led Eurasian Fund for Stabilization 
and Development by the end of April, in what 
would be the seventh tranche of funds designed 
to help stabilise the country's budget, Siluanov 

said. 
 
(Reporting by Andrey Ostroukh; Editing by Catherine 
Evans) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bosnia 

Bosnian region sells 10-yr bond above 

target, yield lower  

03-Apr-2019  
SARAJEVO, April 3 (Reuters) - Bosnia's 

autonomous Serb Republic sold 31.9 million 
Bosnian marka ($18.3 million) worth of 10-
year domestic bonds, above the 30 million 
marka target and at lower yield, to plug 
budget gap and finance maturing debt, the 
Banja Luka Stock Exchange said in a filing. 

 
($1 = 1.746 Bosnian marka) 
(Reporting by Maja Zuvela) 
(( maja.zuvela@thomsonreuters.com ; +38733 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bulgaria 

Bulgaria sees budget surplus at 1.5 

percent of GDP in March  

29-Mar-2019  
SOFIA, March 29 (Reuters) - Bulgaria expects 

to post a fiscal surplus of 1.5 percent of gross 
domestic product at the end of March, the 
finance ministry said on Friday. 

The ministry said the Balkan country recorded a 
surplus of 1.3 percent of GDP at the end of 
February as expected, mainly due to better tax 

collection. 
Bulgaria plans to run a small deficit of 0.5 
percent of economic output this year, and has 

earmarked funds for public wages and small 
municipalities in an effort to please voters ahead 
of EU elections in May and local elections in the 
autumn. 
Government estimates the small, open 
economy expanding by 3.7 percent this year 
compared to 3.1 percent growth in 2018, 
while average annual inflation is expected to 
increase to 3.0 percent. 

Government revenues at the end of February 
were 7.2 billion levs ($4.13 billion), up 9.3 
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percent compared to the same period a year 

ago. Spending in the first two months of the 
year rose to 5.7 billion levs from 5.5 billion a 
year ago, data showed. 

Fiscal reserves held under the currency regime 
pegging the lev to the euro stood at 10.4 billion 
levs at the end of February.  
($1 = 1.7423 leva) 
 

(Reporting by Tsvetelia Tsolova) 
(( tsvetelia.tsolova@tr.com ; +359-2-9399-731) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kosovo 

Kosovo to sell 25 mln euro of 2-yr T-

notes on April 8  

01-Apr-2019  
PRISTINA (Kosovo), April 1 (SeeNews) – 
Kosovo's finance ministry said on Monday it 
will offer 25 million euro ($28.0 million) 
worth of two-year Treasury notes at an 
auction on April 8. 

At the last auction of two-year T-notes held in 

January, the average weighted yield fell to 
1.70%, from 1.75% at the previous auction of 
two-year T-notes held in October, according to 
figures posted on the website of Kosovo's 
finance ministry. 
 
($ = 0.89126 euro) 
Copyright 2019 SeeNews. All rights reserved. 

©Thomson Reuters 2019. All rights reserved. 
 
 
 

Hungary 

Hungary to launch high-yield retail 

savings bond in June 

03-Apr-2019  
BUDAPEST, April 3 (Reuters) - Hungary will 

launch a high-yield, five-year savings bond in 
June for the domestic retail market, Finance 
Minister Mihaly Varga said on Wednesday, as 
the government pursues efforts to cut its 
reliance on foreign investors. 

Hungary has gradually switched its debt 

programme to forint-denominated paper in 
recent years, aiming to reduce its reliance on 
foreign currency debt that had made it 
vulnerable to shifts in global sentiment. 
Government debt agency AKK said in December 

it planned to boost debt sales to Hungarian 

households by 800 billion forints this year. The 
AKK said Wednesday's announcement would not 
change its 2019 debt financing plan. 
In total, the government aims to double the 
retail stock of government debt to 11 trillion 
forints ($38.69 billion) by 2023, state news 
agency MTI quoted Varga as saying. 

He said the new bond would carry an initial yield 
of 3.5 percent, gradually rising to 6 percent at 

maturity, offering a premium over all currently 

available retail bonds. Interest will be exempt 

from capital gains tax, MTI also quoted him as 
saying. 
Foreign investors held 4.24 trillion forints of 

Hungarian government bonds at the end of 
March, near three-and-a-half-year highs.  
Central bank Governor Gyorgy Matolcsy has said 
that in the long run, Hungary should aim for all 

government debt to be held by domestic 
investors. 
Marton Nagy, one of Matolcsy's deputies, told 
business news website portfolio.hu on Tuesday 
that channelling more retail funds into 
government debt could help keep a lid on 

inflation after years of double-digit wage rises, 
which have boosted consumer spending. 
 
($1 = 284.29 forints) 
(Reporting by Gergely Szakacs; editing by John 
Stonestreet) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3606 ; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Hungary plans fiscal stimulus in event 

of EU slowdown  

01-Apr-2019  
• Measures to boost lending, public 
sector investments -minister 
• Government affirms 1.8 pct/GDP 
budget deficit target for 2019 
• State debt level could fall below 70 

pct/GDP by end-2019 
• Govt sees inflation pressure, but not at 
"dangerous" level 

By Gergely Szakacs 

BUDAPEST, April 1 (Reuters) - Hungary will 

implement fiscal stimulus measures if and 
when Europe's economy slows but does not 
plan a spending spree, Finance Minister 
Mihaly Varga said on Monday. 

Varga also said the government remained 

committed to fiscal discipline and targeted a 
budget deficit worth 1.8 percent of gross 
domestic product in 2019, after last year's 
lower-than-expected shortfall of 2.2 percent. 
The government expects the level of public debt 
to fall below 70 percent of GDP by the end of 
this year from 70.8 percent at the end of 2018, 

Varga added. 
"Every international report published over the 
past months ... expects that around the end of 
2019 or in early 2020 there could be a 

significant global or European slowdown," Varga 
told a news conference. 

The German economy, one of the main markets 
for Hungarian exports, has also shown signs of a 
slowdown since September, he added. 
To offset the risks to growth, the government 
has already set aside buffers worth more than 
300 billion forints ($1.05 billion) in the 2019 
budget. 

GROWTH 
"But further steps will be required, which will 
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sustain the high level of economic growth," 

Varga said. 
Hungary is targeting economic growth of around 
4 percent this year, down from last year's 4.9 

percent. 
"These (measures) should prepare the entire 
economy so that the decline in the stock of 
external orders does not trigger a decline (in 

growth)," the minister said. 
He added that the measures could include steps 
to facilitate lending or public sector investments 
later this year, but did not go into further detail. 
Hungarian core inflation accelerated to a six-
year-high of 3.5 percent in February, but Varga 

said the government saw no longer term price 
risks. 
The central bank targets 3 percent headline 
inflation with a tolerance band of plus/minus one 
percentage point. 
"Inflationary pressure is beginning to emerge in 
the economy, but this is not dangerous and does 

not materially differ from the central bank's 
inflation target or the government's 
expectations," Varga said. 
"There is no need for immediate, or emergency 
steps." 
Last week the central bank raised its overnight 
deposit rate by 10 basis points to -0.05 percent, 

halting a nearly seven-year run of monetary 
easing. 
 
($1 = 285.36 forints) 
(Reporting by Gergely Szakacs 
Editing by Gareth Jones) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3606; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019. 
 
 

North Macedonia 

North Macedonia sells 1.1 bln denars 

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

02-Apr-2019  

SKOPJE (North Macedonia), April 2 (SeeNews) – 
North Macedonia's finance ministry sold 1.1 
billion denars ($19.9 million/17.8 million 
euro) worth of one-year Treasury bills at an 
auction on April 2, in line with target, the 
central bank, NBRM, said on Tuesday. 

The central bank sells government securities on 
behalf of the finance ministry through volume 
tenders, in which the price and coupon are fixed 

in advance and primary dealers only bid with 
amounts. 
 
(1 euro = 61.08 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

North Macedonia's gross foreign debt 

falls in Q4  

01-Apr-2019 15:13:23  

SKOPJE (North Macedonia), April 1 (SeeNews) – 
North Macedonia's gross foreign debt totalled 
7.9 billion euro ($8.9 billion) at the end of the 
fourth quarter of 2018, down 5.8% on the 
previous quarter, official figures show. 

The external debt of North Macedonia's general 
government and central bank decreased in the 
fourth quarter, according to figures published by 
the central bank last week. 

 
($=0.89126 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Montenegro 

Montenegro approves issuing of 190 

mln euro of 5-, 7-year T-notes  

05-Apr-2019  

PODGORICA (Montenegro), April 5 (SeeNews) - 
Montenegro's government has approved the 
proposed issuing of five-year and seven-year 
Treasury notes with a total value of 190 
million euro ($213.3 million) to finance 

budget expenditure in 2019, a finance 
ministry official said. 

Montenegro will issue five-year T-notes with a 
total value of 140 million euro and a yield of 3%, 
as well as 50 million euro seven-year T-notes 
yielding 3.5%, the head of the finance ministry's 
treasury department, Dragan Darmanovic, said 
in a government statement on Thursday. 

The finance ministry said last month that it 
planned to issue the T-notes in April. 
"Unlike in previous years when the nominal 
value of a T-note amounted to 10,000 euro, the 
nominal value of the securities from this issue 

will be 1,000 euro apiece, and we think that it 

will be closer and more acceptable to citizens in 
this way," Darmanovic said. 
With the issue, the Montenegrin government 
aims to develop the domestic capital market in 
order to provide financing for the 2019 budget, 
he added. 
Montenegro sold 213.6 million euro worth of 

government securities in 2018, up 2.6%. 
 
($ = 0.88109 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland repeats no need to change 

rates until 2022  

03-Apr-2019  
WARSAW, April 3 (Reuters) - Poland's central 

bank governor Adam Glapinski said on 

Wednesday he saw no need to change interest 
rates until the end of the term of the Monetary 
Policy Council in 2022, despite fiscal stimulus 
planned by the ruling Law and Justice (PiS) 
party. 
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He also said during a news conference after 

keeping rates on hold that the planned social 
spending would slightly fuel inflation, while 
supporting economic growth, but will not affect 

the interest rates path. The main rate remains at 
1.5 percent.  
 
(Reporting by Alicja Ptak; Writing by Marcin 
Goclowski; 

Editing by Alison Williams) 
(( marcin.goclowski@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Poland's 2018 deficit at 0.4 pct of GDP  

01-Apr-2019  
WARSAW, April 1 (Reuters) - Poland's general 

government deficit fell to 0.4 percent of gross 

domestic product in 2018, from 1.5 percent a 
year earlier, well below the 3 percent 
threshold set by the European Union, the 
statistics office said on Monday. 

Prime Minister Mateusz Morawiecki said last 
week that the deficit was likely to rise to 2.0-3.0 
percent of GDP this year and next year following 
a planned increase in social spending. 
Poland's public debt fell last year to 48.9 percent 

of GDP from 50.6 percent in 2017, the statistics 
office also said. 
 
(Reporting by Marcin Goclowski; 
Editing by Alison Williams) 
(( marcin.goclowski@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

Romania 

Romania's budget runs 0.5 pct/GDP 

deficit in Jan-Feb  

01-Apr-2019  
BUCHAREST, April 1 (Reuters) - Romania ran a 

consolidated budget deficit of 0.5 percent of 
gross domestic product in the first two 
months of the year, compared with a surplus 
of 0.1 percent in January, finance ministry 
data showed. 

In nominal terms, the deficit stood at 5.2 billion 
lei ($1.23 billion). Budget revenue totalled 46.7 
billion lei, or 4.6 percent of GDP. Spending tood 

at 51.9 billion lei. 
While revenue was 10 percent higher on the 
year, spending on public sector wages and social 
security rose 25.2 percent and 18 percent, 
respectively. Investment spending in the first 
two months was 1.6 billion lei. 

The ruling Social Democrats target a budget 

deficit target of 2.8 percent of GDP this year, 
marinally lower than last year's 2.9 percent. 
 
($1 = 4.2376 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Romanian central bank holds rates, 

signals tighter market moves  

02-Apr-2019  
BUCHAREST, April 2 (Reuters) - Romania's 

central bank kept interest rates unchanged on 
Tuesday, as its governor signalled it would act 
to tighten money market liquidity while 
inflation remained above target. 

Mugur Isarescu said the bank would keep a close 
eye on inflation to see if the factors boosting it 
were temporary or longer term, and respond 
accordingly. 
"We have a tightening of monetary policy 

through strict liquidity control on the money 
market," Isarescu told reporters after the bank, 
as expected, left its benchmark interest rate 
unchanged at 2.5 percent. 
Isarescu said data indicated annual inflation - 
which rose above expectations to 3.8 percent in 

February - would remain above the bank's 1.5-
3.5 percent target in the short term. The bank 
previously forecast it would fall to 3 percent in 
December.  
While he did not specify what actions the bank 
might take, he said controlling liquidity gave it 
"a certain flexibility depending on developments" 

and aimed to "avoid amplifying tensions on the 
currency market."  
BCR economist Eugen Sinca said tighter 
monetary policy "does not necessarily mean 
hikes in the policy rate", and that he expected 
the central bank to put its repo tender 
programme for commercial banks on hold in 
coming weeks. 

If the leu currency weakened again, "a potential 

liquidity surplus in the market in May could be 
absorbed through FX interventions," he added in 

a note to clients. 
The currency has been under pressure from 
rising budget and current account deficits.  
Sinca said he expected liquidity controls to keep 
a lid on leu depreciation in the short term, but 

the currency's mid-term prospects were less 
clear.  
The bank's moves towards a tighter liquidity 
regime were undermined in December when the 
government introduced a tax on banks' financial 
assets that it tied to money market rates. 
Last week, the government decoupled the tax 

from market rates, lowering it and exempting 
several types of assets. 
Isarescu said the changes were positive, but 
that the bill could be improved further. 
He also said he hoped commercial banks would 

respond to the bank's policy shift by raising 

interest rates for depositors. 
"Just as the period of low interest rates has 
passed, so too has the period of excess 
liquidity," he said. 
The leu was 0.1 percent firmer on the day, 
trading at 4.7550 against the euro at 1310 GMT. 
 
(Reporting by Luiza Ilie; editing by John Stonestreet) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
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luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romania sells planned 200 mln lei of 

Sept. 2031 bonds   

04-Apr-2019  

BUCHAREST, April 4 (Reuters) - Romania's finance 
ministry sold a planned 200 million lei 
($47.28 million) worth of Sept. 2031 treasury 

bonds on Thursday, with the average 
accepted yield at 5.21 percent, central bank 
data showed.  

Debt managers last issued the paper in March at 
an average yield of 5.15 percent. 
So far this year, Romania has sold just under 
10.2 billion lei and 83.5 million euros on the 
local market. It also tapped foreign markets in 

March for 3 billion euros worth of 2026, 2034 
and 2049 Eurobonds. 
 
($1 = 4.2301 lei) 
(Reporting by Luiza Ilie 
Editing by Radu Marinas) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russian Eurobonds show no clear 

trend, don't react to U.S. Senators' new 

sanctions proposals  

03-Apr-2019  
MOSCOW. April 3 (Interfax) - Prices of Russian 

sovereign Eurobonds are moving moderately 
either direction on Wednesday evening. 
Market players did not react to reports that a 
number of American Senators are preparing a 
new bill on sanctions on Russia intended to 
prevent meddling in American elections, with 

investors reasoning that such sanctions would 
concern the next elections and would thus not 
pose a threat to investments at this time. 
U.S. Treasuries are edging down in price and 
sovereign spreads are narrowing slightly. 
Russia's benchmark 2030 bonds were up 16 

basis points from previous closing by 6:15 p.m. 
Moscow time at 111.7% with yield at 3.73% per 
annum, down 5 bps. Three-year U.S. Treasuries 
were down 5 bps from previous closing at 
99.29%, with yield up 2 bps at 2.28%. Spread 
between Russia-30 and UST3 narrowed 7 bps to 

145 bps. 

Russia's 2043 bond was down 12 bps at 
112.07% yielding 5.01%, up 0.8 bp; the 2042 
bond was down 6 bps at 108.6%, yielding 
4.992%, up 0.4 bps; the 2026 bond was up 5 
bps at 103.23% with yield down 1 bp to 4.22%; 
and the 2023 bond rose 8 bps to 105.04% 
yielding 3.64%, down 2 bps. 

The 2047 bond was up 8 bps to 100.75% with 
yield down 0.6 bps to 5.198%; and the 10-year 
bond maturing in 2027 was down 10 bps at 

99.86%, with yield up 2 bps at 4.27%. 

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

Russians Finance Ministry completes 

offering of federal loan bonds  

03-Apr-2019  
Russia’s Finance Ministry completes offering 
of federal loan bonds 

MOSCOW, April 3. /TASS/. The Russian Finance 

Ministry completed the offering of Series 
26209 fixed-income federal loan (OFZ) bonds 
worth 34.97 bln rubles ($535.9 mln) and 
Series 26226 fixed-income OFZ bonds 
amounting to 48.08 bln rubles ($736.7 mln) 

at the auctions, the Ministry said on 
Wednesday. 

The weighted average yield of Series 26209 OFZ 
bonds mature on July 20, 2022 totaled 8.03% 
per annum. The demand at the auction reached 
64.4 bln rubles ($986.9 mln). 
The weighted average yield of Series 26226 OFZ 
bonds mature on October 7, 2026 amounted to 

8.38% per annum. The demand at the auction 
reached 81.5 bln rubles ($1.2 bln). 
 
--0--vnk 
Copyright (c) 2019 Itar-Tass 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russian rouble falls after S&P rating 

warning  

04-Apr-2019  
MOSCOW, April 4 (Reuters) - The Russian 

rouble fell on Thursday towards its weakest 
levels since the first half of March, pressured 
by a warning from Standard & Poor's that new 

sanctions could trigger a rating downgrade. 

S&P said Russia's rating could be cut if there are 
harsh Western sanctions on all government 
debt, systemic banks or energy companies. 
Russia, however, would survive more moderate 
sanctions that don't target government debt, 
S&P said. 
Russia has investment-grade rating from 
three major international agencies. 

The rouble fell 0.5 percent to 65.57 against the 
dollar as of 1433 GMT, moving towards its 
weakest level since March 12 of 65.85 it last hit 
on Monday. 

U.S. Republican and Democratic senators 
introduced legislation on Wednesday aimed at 

deterring Russia from meddling in U.S. elections, 
threatening sanctions on its banks, energy 
companies, defence industries and sovereign 
debt. 
"A stronger rouble reaction to the sanctions 
theme is possible if such legislation will be 
considered more actively," analysts at Nordea 

Bank said in a note. 
Against the euro, the rouble eased 0.3 percent 
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to 73.54. 

On Wednesday, investors ignored the sanctions 
threat and snapped up Russia's OFZ treasury 
bonds at the finance ministry's auctions. 

The ministry sold 83 billion roubles ($1.3 billion) 
worth of bonds, its second-best result so far this 
year, indicating demand for Russian assets 
remains strong, given Russia's investment-grade 

credit ratings and high yields. 
Brent crude oil, a global benchmark for Russia's 
main export, slid 0.2 percent at $69.15 a barrel 
but hovered near its 2019 peak of $69.96 hit the 
day before. 
Russian stock indexes were under pressure from 

globally weaker demand for emerging market 
assets. The dollar-denominated RTS index was 
down 0.7 percent at 1,216.3 points, while the 
rouble-based MOEX Russian index was steady at 
2,532.2 points. 
 
 ($1 = 65.2645 roubles) 
(Reporting by Andrey Ostroukh; editing by David 
Holmes, Larry King) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 

(c) Copyright Thomson Reuters 2019. 
 
 

Slovakia 

Slovakia to offer 2031, 2028 bonds in 

April   

03-Apr-2019  
BRATISLAVA, April 3 (Reuters) - Slovakia will 

offer two bonds coming due in 2031 and 2028 
in auctions on April 15, the country's debt 
management agency ARDAL said on 
Wednesday. 

The indicated amount in the competitive round 

of the auction is seen at 100 million euros for 
the 2031 bond and 100 million euros for the 
2028 bond, ARDAL said in a monthly report. 
A non-competitive round offering the same 
paper will follow on April 16.  
No auctions of treasury bills will take place in 
April 2019.  

 
(Reporting by Mirka Krufova; Editing by Tatiana 
Jancarikova) 
(( prague.newsroom@thomsonreuters.com ; +420 224 
190 477; Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey's Erdogan sees "positive trend" 

for lira after volatile week  

29-Mar-2019  
ANKARA, March 29 (Reuters) - Turkish 

President Tayyip Erdogan said on Friday that a 
"positive trend" of firming in the lira 

exchange rate had started but was not yet at 
"an ideal level", after the currency 

experienced a volatile week ahead of 
Sunday's local elections. 

The lira weakened to as far as 5.6750 against 
the dollar on Friday after a week that brought 

back memories of last year's currency crisis. It 
stood at 5.5575 at 2043 GMT. 
Erdogan made the comments during an 
interview with state broadcaster TRT Haber. He 
did not say what he thought would be an "ideal 

level" for the lira. 
 
(Reporting by Tuvan Gumrukcu 
Editing by Gareth Jones) 
(( tuvan.gumrukcu@tr.com ; +90 312 292 7021; 
@tuvangumrukcu; Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey's rating not in danger for now  

04-Apr-2019  

LONDON, April 4 (Reuters) - Turkey's credit 

rating is not currently at risk of a downgrade 
though a further fall in lira would be "very, 
very bad news" for the country's companies 
and banks, S&P Global said on Thursday. 

"Further lira for the weakness going forward 
would be very, very bad news for corporates and 

therefore the banks," Frank Gill, S&P's top EMEA 
sovereign analyst, said on a webcast. 
More lira woes would ultimately lead to more 
firms having problems paying back loans, he 
added, also saying that Turkey's official 
estimates of bad loans currently did not count all 
the problem loans in the system. 

 
(Reporting by Marc Jones; editing by Thyagaraju 
Adinarayan) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine bonds rise as comic Zelenskiy 

races ahead in presidential vote  

01-Apr-2019  
LONDON, April 1 (Reuters) - Ukraine's dollar-

denominated government bonds rose on 

Monday after 41-year-old Volodymyr 
Zelenskiy, a comedian with no political 
experience, raced ahead in the first round of 
the country's presidential election. 

The 2032-maturing issue  was up 1 cent while 
other bonds were up between 0.3 and 0.5 cents 
after indications, after half of ballots had been 
counted, showed Zelenskiy holding a 
comfortable lead over incumbent President Petro 

Poroshenko. 
The vote held on Sunday was deemed largely 
free and fair by the national electoral 
commission. 
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(Reporting By Tom Arnold; Editing by Marc Jones) 
(( Tom.Arnold@thomsonreuters.com ; 
+442075428510; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Fitch says risks to Argentina credits to 

persist economy-wide in 2019  

04-Apr-2019   
April 4 (Reuters) - Fitch said that risks to 

Argentina's credits across all economic 

sectors would continue in 2019 from 
challenging fiscal outlook, forex volatility 
among others. 

The ratings agency said Argentina's risks to debt 
sustainability are high and the fiscal targets 
under IMF Stand-By Arrangement appear 
increasingly difficult to achieve. 
Uncertainties weighing on the country's 

macroeconomic recovery are also driving credit 
risks across economic sectors, Fitch said on 
Thursday. 
 
(Reporting by Ahmed Farhatha; Editing by James 
Emmanuel) 
(( ahmed.farhatha@thomsonreuters.com ; within U.S. 
+1 646 223 8780, extn. 6568; Reuters Messaging: 
ahmed.farhatha.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

Brazil 

Brazil economy minister urges pension 

reform to address 'doomed' system  

03-Apr-2019  

BRASILIA, April 3 (Reuters) - Brazil's Economy 

Minister Paulo Guedes on Wednesday put up a 
vigorous defense of the government's pension 
reform proposals, insisting they are critical to 
fixing the country's "doomed" social security. 

In often heated and combative exchanges with 
lawmakers at Brazil's Constitutional and Legal 
Affairs Committee, Guedes said the proposals 

were progressive, would reduce inequality, and 
were urgently needed to address the country's 
"inescapable" fiscal problems.  
 
(Reporting by Jamie McGeever, Editing by Rosalba 
O'Brien) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Mexico 

Mexico places 2.5 bln euros in bonds  

01-Apr-2019  
MEXICO CITY, April 1 (Reuters) - Mexico placed 

a 7-year, 1.5 billion euro bond and a 20-year, 
1.0 billion euro bond on international 
markets, the Finance Ministry said on Monday. 
 
(Reporting by Ana Isabel Martinez;  
Editing by Sandra Maler) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico's finance ministry holds 

meetings with Japanese investors  

04-Apr-2019  
MEXICO CITY, April 3 (Reuters) - Mexico's 

Finance Ministry said on Wednesday that it 
held a non-deal roadshow with Japanese 
investors, banks, investment funds and 

ratings agencies and that the meetings 
created "fruitful dialogue" to promote 
investment in both countries. 

The meetings in Japan sought to "start a 
dialogue with the leading investors who 
participate in bonds denominated in foreign 
currency issued by the (Mexican) Federal 
Government," said the ministry. 

 
(Reporting by Anthony Esposito 
Editing by Sonya Hepinstall) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Panama 

Panama to roadshow Euroclearable 

local Treasury notes  

04-Apr-2019  
NEW YORK, April 4 (IFR) - The Republic of 

Panama will start roadshows this week to 
market a 144A/RegS issue of US dollar 

Euroclearable local law Treasury notes among 
international accounts.  

The sovereign will be in Panama on April 5, 
London on April 8, and New York on April 9. 

The sovereign, rated Baa1/BBB/BBB, has 
mandated Goldman Sachs and Morgan Stanley 
as global coordinators and joint bookrunners. 
Banistmo is also acting as local broker dealer.  

 
(Reporting By Paul Kilby) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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AFRICA 
 

Angola 

(JPN) Angola: Sovereign raises 

US$514m for port projects   

01-Apr-2019  
The Republic of Angola signed two loans 
totalling US$514m last Thursday from Japan 
Bank for International Cooperation and two 
commercial lenders, JBIC said in a statement 
last Friday. 

JBIC is providing ¥14.4bn (US$130m) and 

US$126m, while Sumitomo Mitsui Banking Corp 
and HSBC are funding ¥9.7bn and US$85m, 
respectively, for the Namibe port project. 
Meanwhile, JBIC is funding ¥2.3bn and US$30m, 
while SMBC and HSBC are funding ¥1.6bn and 
US$21m, respectively, for the Sacomar port 

project. 
SMBC was the lead arranger. 
The seven-year commercial portions have 100% 
political risk and 95% commercial risk coverage 
from Nippon Export & Investment Insurance 
(Nexi), according to a Nexi statement last 
Friday. 

The sovereign will use the funds to buy 
equipment from Japan's Toyota Tsusho Corp and 
Toa Corp. 
 
((wakako.sato@thomsonreuters.com; +813 6441 
1876; Reuters Messaging: 
wakako.sato.thomsonreuters.com@reuters.net; 
Twitter @TRLPC)) 
(Editing by Prakash Chakravarti and Luis Morais) 
(c) Copyright Thomson Reuters 2019 
 
 

Egypt 

Egypt targets 445.1 billion Egyptian 

pound deficit in 2019/2020  

31-Mar-2019  

CAIRO, March 31 (Reuters) - Egypt expects a 

total deficit of 445.1 billion Egyptian pounds 
($25.76 billion) in its 1.575 trillion pound 
draft 2019/2020 budget, the finance ministry 
said in a report on Sunday. 

The government aims for the deficit to be 7.2 
percent of gross domestic product, versus 8.4 
percent targeted in the 2018/2019 budget. 

Expenditures increased 12 percent from an 
expected 1.403 trillion pounds in the 2018/2019 

budget. 
The 2019/2020 draft budget targets total 
revenues of 1.134 trillion Egyptian pounds, 
according to the report, 17 percent higher than 
the 969 billion pounds in revenue expected in 

the 2018/2019 budget. 
 
($1 = 17.2800 Egyptian pounds) 
(Reporting by Yousef Saba 
Editing by Andrew Heavens) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 

(c) Copyright Thomson Reuters 2019.  
 
 

Egypt tests market with plan to cut 

debt yields  

04-Apr-2019  
 (Bloomberg) --Egypt is targeting lower yields 

on local debt in the new fiscal year, confident 
that its securities will remain coveted among 
investors. 

The goal of 15.5 per cent, laid out in the 2019-
2020 budget that begins on 1 July, compares 
with the government's yield target of 18 per 
cent on Treasury bills and bonds in the current 
fiscal year. Much of the foreign capital that 

entered Egypt over the past couple of years 
came in the form of purchases of local debt, with 
investors drawn to yields that at one point 
exceeded 20 per cent. 
Mohamed Abu Basha, Head of Macro Analysis at 
EFG Hermes in Cairo, said that while lower yields 

could affect inflows by foreigners, investors 

would like to keep decent exposure to the 
Egyptian market. 
"The currency's stable outlook given the 
relatively strong external position and high 
foreign reserves, will still provide decent 
investments opportunities even if returns 
from Egyptian debt are lower than some of its 
emerging-market peers", Abu Basha said. 

Battered by a selloff in developing nations last 

year, Egypt is now banking that investors will 
stick with the Arab world's most populous nation 
even if returns on its debt grow more modest as 
long. 
Additionally, confident that the sweeping 
overhaul launched in 2016 is paying off, officials 
ended a mechanism late last year that allowed 

foreigners to repatriate their earnings in hard 
currency and later announced a four-year debt-
reduction strategy. 
JPMorgan Chase & Co also offered a measure of 
optimism when it decided to add Egypt to its 
emerging-market bond index. 

The country is also in advanced talks with 
Belgium-based settlement company Euroclear. 
 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved.  
 
 

Egypt says 2 bln euro bond offer 

completes international debt auction 

for FY 18/19  

05-Apr-2019  
CAIRO, April 5 (Reuters) - Egypt said on Friday 

it would not return to the international debt 

market during the current financial year 
ending in June, after raising 2 billion euros 
($2.25 billion) in six and 12-year euro-
denominated bonds. 

The finance ministry said it had received nearly 
9 billion euros ($10.10 billion)-worth of requests 
for the bonds. It had offered 750 million euros in 
six-year papers and 1.25 billion euro in 12-year 
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notes, to be settled on April 11. 

A document issued by one of the banks leading 
the deal indicated that the bonds were priced on 
Thursday. Banca IMI, BNP Paribas, Natixis and 

Standard Chartered Bank are bookrunners for 
the offer. 
Egypt has struggled to recover from a period 
of economic and political turmoil after a 2011 
uprising. It has borrowed heavily from abroad 

since signing a $12 billion International 
Monetary Fund loan deal in 2016. 

Officials say they are trying to diversify the 
country's sources of foreign debt and lengthen 
its average maturity and had previously raised 
the possibility of issuing bonds denominated in 
an Asian currency. 
In February, Egypt issued $4 billion in dollar-

denominated bonds with maturities of five, 10 
and 30 years.  
 
($1 = 0.8906 euros) 
(Reporting by Ehab Farouk and Davide Barbuscia, 
Writing by Aidan Lewis, Editing by William Maclean) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Kenya sinking deeper into debt, daily 

reports  

02-Apr-2019  

Text of report in English by Kenyan privately-
owned newspaper Daily Nation website on 2 
April; subheadings as published 
The Treasury borrowed an average of Sh2.1bn 
[20m US dollars] every day, racking up 
Sh126.4bn in loans between January and 
February and raising Kenya's total debt load 
to Sh5.4 trillion. 

Latest debt data published by the Central Bank 

of Kenya (CBK) shows that domestic debt rose 
by Sh142.6bn to Sh2.692 trillion in the period, 
while external debt contracted by Sh22bn to 
Sh2.707 trillion. 
The government has upped its borrowing 
through Treasury bonds and bills this year, 
taking advantage of high demand from 

investors. 
Borrowing 
The accelerated borrowing from the domestic 
market, mainly banks, is however bad news 
for the private sector, which has been 
struggling to secure loans from the lenders. 

In the 12 months to February, credit to the 

private sector grew by 3.4 per cent, still far 

below the 12 to 15 per cent considered to be 
ideal for powering strong economic growth. 
Commercial banks holdings of government debt 
went up by 13 per cent in the same period, to 
Sh1.46 trillion. 
Heavy borrowing by the Jubilee administration 
has seen the threshold of debt to gross domestic 

product (GDP) cross well over the 50 per cent 
mark, raising concerns over ability to repay the 
loans. 

The Treasury's appetite for more debt from 

domestic lenders is likely to continue due to 
lower-than-targeted revenue performance by 
the Kenya Revenue Authority. 
The target for domestic borrowing for the 
current fiscal year stands at Sh310bn, while 
external creditors are expected to plug in 
Sh321.5bn in order to fill the Sh635bn fiscal 
deficit. 

By the end of February, the government had 

borrowed 66 per cent of the domestic target 
from the market. 
In the first quarter of the year, Treasury bill 
subscriptions averaged 147 per cent. 
Even with the rejection of expensive bids by 
CBK, the stock of outstanding securities rose by 
Sh67.5bn in the first two months of 2019. 

Treasury bonds have also become a favourite for 
investors. In January and February, the Treasury 
sought a total of Sh102 billion in bond auctions 
(including one tap sale), receiving total bids of 

Sh247 billion and accepting Sh115.3 billion. 
Securities 
The Treasury, however, took advantage of the 
high inflows from the securities market to cut 
its outstanding overdraft at CBK by Sh26 
billion to Sh19.7 billion in the period. 

Maturing securities are expected to keep the 
market liquid, which should make it easier for 
the Treasury to achieve its borrowing target. 
External borrowing has been harder for the 
government, which has in the past few months 

said it is being held back by high interest 
demands, especially for commercial debt. 
The Treasury is yet to issue the expected 
Eurobond well into the second half of the fiscal 
year, and is instead mulling taking up a 
syndicated loan to roll over maturing foreign 

debt. 

The medium term debt strategy report released 
by the Treasury in February revealed concerns 
over the sustainability of the external debt load. 
The proposal is to cap external deficit financing 
at 38 per cent, while raising domestic borrowing 
to 62 per cent. 

 
Source: Daily Nation website, Nairobi, 2 Apr 19 
BBC Mon AF1 js/sm 
Copyright © 2019 BBC Monitoring Service 
©Thomson Reuters 2019. All rights reserved. 
 
 

Morocco 

S&P Says Morocco 'BBB-/A-3' Ratings 

Affirmed  

05-Apr-2019  
April 5 (Reuters) - S&P Global Ratings: 
S&P says morocco 'BBB-/A-3' ratings 
affirmed; outlook negative. 

S&P says Morocco's economic growth remains 

vulnerable to volatility of agricultural output & 
ongoing economic slowdown in Europe. 
S&P says Morocco's external liabilities position 
will remain large over the next three years. 
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(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Nigeria 

Nigeria tax chief expects to raise $2.45 

bln from defaulters by end H1 2019  

03-Apr-2019  
ABUJA, April 2 (Reuters) - Nigeria expects to 

raise around 750 billion naira ($2.45 billion) 
from tax defaulters by the end of the first half 
of this year, the country's tax chief said on 
Tuesday.  

The OPEC member, which has Africa's largest 
economy, in 2017 emerged from a recession 

brought on by low oil prices and authorities have 
in the last few years sought to boost non-oil 
revenues. Crude sales make up two-thirds of 
national revenue. 

Federal Inland Revenue Service (FIRS) Chairman 
Babatunde Fowler told a parliamentary 

committee that banking checks on tax defaulters 
had resulted in 23.35 billion naira being raised. 
He said the exercise had been extended to 
specifically target people with a turnover of 100 
million naira and above.  
"We believe we should be able to go through 
55,000 (tax defaulters) before the middle of 
this year, June 30th," Fowler told the 

committee in the House of Representatives, 
parliament's lower chamber. 

"We should be able to generate, from this 
exercise alone, about 750 billion naira ($2.45 
billion)," Fowler told lawmakers.  
A FIRS spokesman said the banking checks 
targeting defaulters began around two months 
ago.  

Last year Fowler said the database of registered 
taxpayers had increased from 14 million in 2016 
to more than 19 million in 2018. 
Economists have long pointed to low levels of 
tax collection in Africa's most populous country.  
 
($1 = 305.9500 naira) 

(Reporting by Camillus Eboh; Writing by Alexis 
Akwagyiram; Editing by Lisa Shumaker) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Nigeria to issue first 30-year naira 

bond  

04-Apr-2019  

By Camillus Eboh 
ABUJA, April 4 (Reuters) - Nigeria will issue its 

first 30-year naira bond, the debt office said 
on Thursday, in a move to attract long-term 
investors and extend the maturity profile of 
its debt. 

Nigeria, Africa's largest economy, has been 
racking up debt to boost the sluggish economy 

and fund infrastructure projects. Total public 

debt stood at 24.39 trillion naira ($79.44 billion) 

at the end of 2018, up from 21.7 trillion naira a 
year earlier. 
But debt servicing costs have risen. Finance 

Minister Zainab Ahmed said last week the 
government had strategies to finance the 2019 
budget of 8.83 trillion naira and would consider 
cheap concessionary loans to reduce costs. 
The new 30-year federal government bond 
would be attractive to long-term investors 
and would help in "developing the domestic 
capital market and reducing the re-financing 
risk" of the government, the debt office said 
in a statement. 

Nigeria's debt office also said it expected the 
government to approve total borrowing of 1.649 
trillion naira in 2019. 

Half the debt, 824 billion naira, would be foreign 
borrowing, Patience Oniha, the director general 
of Nigeria's Debt Management Office, told 
reporters in Abuja. 

The funds raised would create jobs and build 
infrastructure, a debt office presentation said on 
Thursday, adding that the debt would be raised 

via federal government bonds, Islamic sukuk 
and green bonds to fund projects to reduce 
carbon emissions. 
Nigeria's parliament must approve the borrowing 
plan. 
 
($1 = 306.0000 naira) 
(Reporting by Camillus Eboh in Abuja 
Additional reporting by Chijioke Ohuocha and Alexis 
Akwagyiram in Lagos 
Writing by Paul Carsten 
Editing by Larry King and Edmund Blair) 
(( paul.carsten@tr.com ; Reuters Messaging: 
paul.carsten.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/PaulCarsten) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa to get almost $1 bln in 

loans from BRICS bank  

01-Apr-2019  
By Wendell Roelf 
CAPE TOWN, April 1 (Reuters) - A development 

bank set up by the BRICS group of emerging 
economies has approved around $790 million 

of loans for three projects in South Africa, the 
bank's president said on Monday, with over 
half that amount going to power company 
Eskom. 

Separately, the New Development Bank (NDB) 

and Eskom also signed an agreement for a $180 
million loan for a project to integrate renewable 
energy capacity into South Africa's electricity 

grid. 
Eskom is battling for its survival after a decade 
of steep financial decline during which its costs 
soared and electricity sales stagnated. 
South African President Cyril Ramaphosa has 
promised a 69 billion rand ($4.9 billion) bailout 
for Eskom over the next three years and says 

the company will be split into three to make it 
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more efficient. But the cash-strapped utility is 

still hunting for more money to shore up its 
finances. 
A source at the NDB - founded in 2014 by Brazil, 

Russia, India, China and South Africa to fund 
infrastructure projects in emerging markets - 
said that around $480 million of the $790 million 
was for Eskom's Medupi power plant project in 

the north of the country. 
The rest of that money would be split between 
the Lesotho Highlands water project and a 
renewable energy venture, the source said. 
Problems at Medupi, which will be one of the 
largest coal-fired power stations in the world 

when complete, are partly responsible for the 
latest round of power cuts which Eskom 
implemented this year. 
"We plan to end the year with total loan 
approvals of about $2.3 billion in South Africa," 
NDB president K.V. Kamath told the bank's 
annual meeting in Cape Town. 

Dondo Mogajane, director general of South 
Africa's finance ministry, confirmed part of the 
approved funding was for desulphurisation 
equipment at Medupi. 
The NDB's Chief Financial Officer Leslie 
Maasdorp told a news conference that the 
development bank also planned to sell its first 

rand-denominated bond in the second half of the 
year. 
"We applied for a 10 billion rand programme, 
and we have received approval to proceed," 
Maasdorp said. 
 
($1 = 14.1897 rand) 
(Writing by Alexander Winning; Editing by Jane 
Merriman and Mark Potter) 
(( wendell.roelf@thomsonreuters.com ; +27 21 461 
3523; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moody's says South Africa still rated 

investment grade  

02-Apr-2019  

JOHANNESBURG, April 2 (Reuters) - Moody's 

said on Tuesday that South Africa's sovereign 
credit rating was still investment grade, 
further boosting the rand several days after 
the ratings agency delayed a review of the 
country's creditworthiness. 

Moody's is the last of the big three ratings 
agencies to give South Africa an investment-
grade rating, so markets are sensitive to any 

pronouncement it makes on the fiscal and 
economic strength of Africa's most industrialised 

economy. 
Its credit opinion report, which does not 
constitute a rating action, Moody's said that 
South Africa's credit rating was still Baa3, the 
lowest rung of investment grade, with a 
stable outlook. 

"While economic growth will remain slow and 
fiscal strength will continue eroding, we expect 
South Africa's credit profile to remain in line with 
those of Baa3-rated sovereigns," the report said. 
"South Africa's credit profile is supported by a 

diversified economy, a sound macroeconomic 

policy framework and a deep pool of domestic 
investors thanks to well-developed financial 
sector and markets," it said. 

The rand rallied on Monday after Moody's said 
late on Friday that it would not publish a review 
of South Africa's debt rating as planned.  
In accordance with European Union regulations, 

Moody's provides dates for the potential release 
of both solicited and unsolicited sovereign credit-
rating actions, but it can alter those dates at its 
discretion. 
Some South Africa-focused investors had 
worried that wider deficit projections in this 

year's budget and a spate of national power cuts 
could prompt Moody's to downgrade the outlook, 
or even the rating, on Friday. 
The rand added to Monday's gains after Moody's 
published its report on Tuesday. 
 
(Reporting by Alexander Winning, editing by Larry 
King) 
(( alexander.winning@tr.com ; +27 11 595 2801; )) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

Global debt edged up in 2018, debt 

ratio little changed   

02-Apr-2019  
NEW YORK, April 2 (Reuters) - Global debt 

growth decelerated sharply in 2018, with 

about $3.3 trillion added globally compared 
with an increase of $21 trillion the previous 
year, the Institute of International Finance 
said in a report on Tuesday. 

Debt ended the year at about $243.2 trillion 
from $239.9 trillion at the end of 2017, after 
hitting a nominal record high of $248 trillion at 
the end of the first quarter. The year-end figure 
was little changed when compared with gross 

domestic product globally, ending close to the 
2017 figure at 317% of GDP, though "still very 
high by historical standards," according to the 
report. 
Among developed or mature markets debt 
grew 2.2%, but the ratio to GDP remained 
little changed at about 390%. However, the 
overall steadiness does not reflect increases 

in the ratio from Japan, France and Australia, 
while debt ratios fell in Ireland, the 
Netherlands and Portugal. 

Debt grew in the United States by the most 
since 2007, but strong economic growth drove 

the debt-to-GDP ratio to its lowest level since 
2005 - though it is still high at 326%. 
Emerging markets' debt grew at the slowest 

pace since 2001, adding about $1 trillion, or 
under 25% of the average increase in the five 
previous years. The debt-to-GDP ratio in 
emerging markets was also steady at around 
212%. 
Government debt in emerging markets rose to a 
record 49.7% of GDP, with the largest ratios 

coming regionally from Asia and Latin America. 
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"High levels of interest spending on public debt 

threatens productive allocation of public 
resources," the report said, singling out Brazil, 
Lebanon and Egypt. 

Emerging markets will see some $1.7 trillion in 
debt and loans come due this year, the most in 
the decade ending in 2023 according to the 
report. 

 
(Reporting by Rodrigo Campos in New York 
Editing by Leslie Adler) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EMERGING MARKET 
 

Liquidity thins out  

03-Apr-2019  
LONDON, April 3 (IFR) - Flows have started to 

drip out of Africa, according to one trader, 
although liquidity as a whole is drying up. 
"Flows are very light," said the trader. 
"Getting in and getting out is increasingly 
more difficult with the lack of liquidity."  

The trader said that Benin is performing strongly 
thanks to a bid from European accounts, with 
the 2026 note trading around reoffer. Zambia 
has also benefited from some buying going into 

quarter end, with the sovereign's paper up in 
price by a couple of points over the last two 
days. 
Zambia's 2022s opened on Monday at 71.423 
and are bid at 73, according to Tradeweb, while 
its 2027s are up from 72.83 to 74.78. 
Turkey's 2029s are broadly flat at 99.41. The 

country's election board ruled on Wednesday in 
favour of a recount in eight of Istanbul's 39 
districts after an initial count showed the main 
opposition candidate earned a narrow victory in 
the city's local election, Reuters reported. 
EM sovereign returns are driven mostly by 

geopolitical and macro factors, according to 
Andrey Kuznetsov, senior portfolio manager at 
Hermes Investment Management, and a change 
in the political landscape can impact any 
analysis meaningfully.  
"Corporate-issue EM bonds are also vulnerable 
to the macroeconomic environment, but the 

fundamentals of the issuer typically dictate long-
term performance to a great extent," said 
Kuznetsov.  
"We often find that corporate fundamentals for 

EM companies are strong, and in many cases 
materially better than their developed market 
peers, due to ongoing focus on maintaining 

strong balance sheets and high levels of 
liquidity." 
Kuznetsov said that EM issuers have been 
markedly more proactive than their DM peers in 
terms of dealing with short-term maturities, and 
that default rates for EM corporates are low and 

expected to remain so. 
 

(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617) ( robert.hogg@thomsonreuters.com ; +44 207 
542 9077; )) 
(c) Copyright Thomson Reuters 2019. 
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