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ASIA 
 

Bangladesh 

India extends $4.5 bln in project 

finance to Bangladesh  

04-Oct-2017  
By Serajul Quadir 
DHAKA, Oct 4 (Reuters) - India on Wednesday 

signed a pact with Bangladesh extending a 
credit line of $4.5 billion for several 

infrastructure projects, as New Delhi tries to 
expand its influence over its smaller 
neighbour in the face of growing competition 
from China. 

The loan, the biggest credit line India has 
provided to any country, was first announced by 
Prime Minister Narendra Modi in April and takes 
India's total financial support for Dhaka to more 

than $8 billion over the past six years. 

China is Bangladesh's biggest trade partner 
followed by India and last year pledged around 
$24 billion in loans for the South Asian nation, 
which is one of the world's poorest. 
Most of the equipment for the Indian-funded 

projects will be bought from India, Bangladesh 
Finance Minister Abul Maal Abdul Muhith told 
reporters after the signing of the pact in the 

presence of his Indian counterpart Arun Jaitley 
in Dhaka. 
"A strong, stable and prosperous Bangladesh is 
in India's interest," Jaitley told reporters. "We 
are committed to working with Bangladesh to 

deepen our bilateral ties." 
The loan, for 17 projects in sectors ranging from 

power to ports, health and education, is to be 
repaid over 20 years at an interest rate of 1 
percent. 
The first line of credit of $1 billion in 2010 has 
been almost fully utilized, with 12 projects 
completed and the rest in varying stages of 
implementation. About $200 million of that 

figure was later converted into grant assistance. 
Projects identified under the second credit line of 
$2 billion announced in June 2015 are also being 
implemented.  
Under Modi, India has boosted economic links 
with Bangladesh, which it has long viewed as 
part of its area of influence, as well as with 

other neighbours such as Nepal and Sri Lanka. 

At a separate event, the Indian Visa Application 
Centres, managed by state-run State Bank of 
India on behalf of the High Commission of India, 
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inaugurated a 'cashless' visa application system 

aimed at simplifying visa procedures for 

Bangladeshis. 
"The sharing of Indian experiences of the new 
initiatives for promoting a cashless economy 
would go a long way in fostering our economic 
engagement," said Harsh Vardhan Shringla, 
India's ambassador to Bangladesh. 

 
(Reporting by Serajul Quadir in DHAKA; Writing by 
Krishna N. Das; Editing by Sam Holmes and Clarence 
Fernandez) 
(( Krishna.Das@tr.com ; +91-98711-18314, +91 11 
4954 8026; Reuters Messaging: 
Krishna.Das.thomsonreuters.com@reuters.net , 
Twitter: https://twitter.com/krishnadas56 )) 
 
 

Emirate of Abu Dhabi 

Abu Dhabi launches US$10bn triple-

tranche offering  

03-Oct-2017  
By Robert Hogg 
LONDON, Oct 3 (IFR) - The Emirate of Abu 

Dhabi has launched a US$10bn triple-tranche 
bond offering at the tight end of price 
guidance, according to a lead. 

The sovereign has set final terms for a US$3bn 
five-year note at 65bp over Treasuries; a 
US$4bn 10-year bond at plus 85bp; and a 

US$3bn 30-year tranche at plus 130bp. 
Abu Dhabi had previously revised guidance to 

plus 70bp (+/-5bp) from an initial plus 85bp 
area on the five-year note; to plus 90bp (+/-
5bp) from plus 105bp area on the 10-year bond; 
and to 135bp (+/-5bp) from 150bp area on the 
30-year tranche. 
Abu Dhabi is expected to price the deal on 
Tuesday. Bank of America Merrill Lynch, 

Citigroup, First Abu Dhabi Bank, HSBC and JP 
Morgan are the lead managers on the 
144A/Reg S deal. 

Abu Dhabi is rated Aa2/AA/AA. 
 
(Reporting by Robert Hogg; editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
©Thomson Reuters 2017. All rights reserved. 
 
 

India 

Nomura sees India's 2017/18 fiscal 

deficit widening to 3.5 pct  

03-Oct-2017  
** Nomura says it sees 55 pct probability of 
India's 2017/18 fiscal deficit target widening 
to 3.5 pct of GDP from current 3.2 pct 

** This comes after India said on Friday fiscal 

deficit reached 96.1 pct of budgeted FY target, 
though number fluctuates 
** Nomura says it expects revenue shortfall of 
0.2 pct-0.3 pct of GDP 

** Says it believes govt will use extra spending 

on bank recapitalisation of around 250 bln 

rupees ($3.81 billion), plug revenue shortfall 

rather than spending on populist measures 
** Adds medium-term prospect for rupee would 
improve if fiscal deficit target widens because of 
partial bank recapitalisation 
** On rates, Nomura is neutral on 7-15 yr bonds 
and has buy-on-dip approach on debt of 5 yr or 

lesser 
 
($1 = 65.5450 Indian rupees) 
((Reuters Messaging: Reuters Messaging - 
vishal.sridhar.thomsonreuters.com@reuters.net )) 
 
 

India Bonds Likely Lower Ahead Of 

Fresh Debt Supply  

06-Oct-2017  
By Dharam Dhutia 
News Rise 
MUMBAI (Oct 06) -- Indian government bonds 

are likely to edge lower in early session ahead 
of a fresh supply of notes as demand remains 

subdued following the Monetary Policy 
Committee’s forecast that inflation will 
accelerate in coming months. 

The yield on the benchmark 6.79% bond 
maturing in 2027 is likely to trade in a 6.70%-
6.75% band till the auction today, a trader with 
a primary dealership said. The note closed at 
100.42 rupees, the lowest since its issuance on 

May 12, yielding 6.73% yesterday.  

“There is hardly any appetite for bonds and it 
was evident form the sharply higher 
underwriting fees yesterday,” the trader said. 
“The benchmark yield’s gain may be capped till 
6.75% until the auction result.”  
The central bank will sell four notes worth 150 

billion rupees, which includes 80 billion rupees of 
the 6.68% 2031 bond. This note was devolved in 
its previous auction on Sep. 22. The 
underwriting fees set for the auction was the 
highest since April.  
Underlying sentiment remains negative after 
the MPC held the policy rate at 6% as 

expected, and raised its inflation projections, 
hurting expectations of a near-term rate cut. 
The Reserve Bank of India Governor and MPC 
Chairman Urjit Patel said the central bank will 
need to watch inflation trajectory over the 
next six to seven months. 

The MPC said that inflation is expected to rise 
from its current level and range between 4.2%-
4.6% in the second half of this year, against the 

earlier projection of 4%-4.5% released in 
August. The central bank is mandated to keep 
retail inflation at 4% with a band of two 
percentage points on either side. 
Demand for bonds was also impacted after the 
RBI reduced the statutory liquidity ratio for 
banks to 19.50% of their net demand and 
time liabilities from the current 20%, effective 

from the fortnight starting Oct. 14. Statutory 

liquidity ratio, or SLR ratio, is the percentage of 
funds that banks are supposed to invest in 
government bonds. 
Meanwhile, India’s federal government has paid 
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states almost half of the 170 billion rupees it 

collected from the cess to fund compensation 

towards GST revenue loss, a senior finance 
ministry official said late yesterday. 
KEY FACTORS:  
*U.S. Treasury prices fell, with the benchmark 
yield at 2.35% 
*Benchmark Brent crude oil contract was at 

$56.90 per barrel against $57.00 per barrel in 
the previous session 
*RBI to conduct 12-day term-repo auction for 
INR210 billion 
*RBI to auction government bonds worth 
INR150 billion 

*RBI to conduct 7-day, 12-day and 28-day 
variable rate reverse repo auctions worth 
INR450 billion 

 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

India Bond Sale May See State Banks' 

Bids Amid Devolvement Fears  

06-Oct-2017  
By Dharam Dhutia 
NewsRise 

MUMBAI (Oct 06) -- India’s weekly debt 

auction may see demand from state-run banks 
but traders do not rule out possibility of 
devolvement as bidding likely to be at lower 

prices. RBI auctioning four government notes 
worth INR150 billion today including INR80 
billion 6.68% 2031 note. Other notes include 
6.84% 2022, 6.57% 2033 and 6.62% 2051. 

Nearly half of 2031 bond was devolved on 
primary dealers at previous auction on 
September 22. “2031 bond has seen major 
selling after the MPC policy and RBI may not be 
comfortable allotting at very low prices, so 
devolvement is a real possibility today,” trader 
at primary dealership says. "Most traders will try 

and bid at very low levels to get stock cheaply," 
he adds. Cutoff for 2031 bond pegged in 
INR97.45-INR97.50 band, note was last at 
INR97.55 after falling by over INR1 over last 
three days. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 

- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indonesia 

Indonesia's budget committee 

approves 2018 GDP growth target of 

5.4 pct  

04-Oct-2017  

JAKARTA, Oct 4 (Reuters) - The Indonesian 

parliament's budgetary committee on 
Wednesday approved parts of a government 
proposal for the 2018 state budget, including 
an economic growth target of 5.4 percent for 
next year. 

The government's GDP growth target for this 
year is 5.2 percent. The central bank's 2017 
growth outlook is 5.1-5.2 percent. 
The committee also approved several 

macroeconomic assumptions, including end-
2018 annual inflation rate of 3.5 percent and the 
average exchange rate of the rupiah against the 
dollar of 13,400. 
Based on the approved assumptions, both the 
committee and the government agreed to set 
2018 total revenue target at 1,894.7 trillion 

rupiah ($140.58 billion), above the 1,878.4 
trillion rupiah target in the government's initial 
proposal submitted in August. 
The committee is scheduled to hold more 
discussions on 2018 spending plans in coming 
weeks. The 2018 state budget would still need 

further approval as a whole by parliament. 
 
($1 = 13,478.0000 rupiah) 
(Reporting by Hidayat Setiaji; Writing Gayatri Suroyo; 
Editing by Sam Holmes) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
 
 

Israel 

Israel posts Sept budget surplus, 

deficit at 1.9 pct/GDP last 12 months  

03-Oct-2017  
Oct 3 (Reuters) - Israel posted a budget 

surplus of 3.2 billion shekels ($907 million) in 

September, narrowing the government's 
deficit so far in 2017 to 5 billion shekels, the 
Finance Ministry said on Tuesday. 

(billions of shekels) 
**-excluding credits granted 
-- Income from taxes alone totaled a record 29.5 

billion shekels in September, up a real 16.9 
percent from September 2016. Tax income rose 

8.1 percent in the first nine months of 2017 over 
the same period last year. 
-- Israel's deficit over the past 12 months was 
1.9 percent of gross domestic product, down 
from 2.3 percent last month. 
-- Israel has set budget deficit targets of 2.9 
percent of GDP for both 2017 and 2018. 
-- It recorded a deficit of 25.9 billion shekels 

in 2016. As a percentage of GDP, Israel's 
deficit was 2.15 percent last year, well below 
a target of 2.9 percent. 

 
($1 = 3.5280 shekels) 
(Reporting by Ari Rabinovitch; Editing by Tova Cohen) 
(( ari.rabinovitch@thomsonreuters.com ; +972-2-632-
2202; Reuters Messaging: 
ari.rabinovitch@thomsonreuters.com @reuters.net)) 
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Jordan 

Jordan launches US$1bn 30-year bond 

at 7.50%  

02-Oct-2017  
By Robert Hogg 
LONDON, Oct 2 (IFR) - The Hashemite 

Kingdom of Jordan has launched a US$1bn 
bond due October 2047 at 7.50%, according 
to a lead. 
The order books were about US$3bn at the 
last update. 

The sovereign started marketing the notes via 

Citigroup and JP Morgan at a yield in the high 
7s. The trade is today's business. 

The Jordan is rated B1 by Moody's and BB- by 
S&P. 
 
(Reporting by Robert Hogg) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
©Thomson Reuters 2017. All rights reserved. 
 
 

Laos 

Laos opens three-day subscription to 

Bt14bn bond  

02-Oct-2017  

SINGAPORE, Oct 2 (IFR) - Lao People's 

Democratic Republic will kick off today a 
three-day subscription to a six-tranche bond 
to raise Bt14bn (US$420m), its largest 
issuance to date. 
The bonds, to be issued via the Ministry of 
Finance of Laos, will comprise up to Bt3bn of 

three-year notes at 3.65%, up to Bt3bn of five-
year notes at 4.0%, up to Bt3bn of seven-year 
notes at 4.69%, up to Bt8bn of 10-year notes at 
5.2%, up to Bt8bn of 12-year notes at 5.4% and 
up to Bt8bn of 15-year notes at 6.05%. 
Total issuance will be capped at Bt14bn, 
which is the issue size approved by Thailand's 

Ministry of Finance, with tranches to be sized 
accordingly. 

Demand was healthy during bookbuilding for the 
issue, especially for the longer-dated notes. The 
15-year tranche, the first time the sovereign has 
offered this tenor, will extend its benchmark 
yield curve in the Thai baht market. 
The Lao Ministry of Finance, the issuer of the 

bonds, which Tris rates BBB+, received approval 
in mid-September to sell baht bonds and to 
convert part of the proceeds into US dollars in 
the onshore foreign currency market. 
Laos faces a tight timeline as a portion of the 
proceeds from the issue will refinance Bt1.794bn 

of notes maturing on October 10. 

Bangkok Bank, Siam Commercial Bank and 
Thanachart Bank were joint lead managers and 
underwriters on the latest issue, which settles on 
October 5. 
 
(Reporting by Kit Yin Boey; editing by Daniel Stanton) 

((kityin.boey@thomsonreuters.com 
©Thomson Reuters 2017. All rights reserved. 
 
 

Laos prints its largest, longest 

sovereign bond issue  

05-Oct-2017  
By Daniel Stanton 

SINGAPORE, Oct 5 (IFR) - The Lao People's 

Democratic Republic successfully completed 
its largest and longest bond issue, with a 14 
billion baht ($419 million) six-tranche 
offering in the Thai debt capital markets. 

Not only did the sovereign offering beat the 12 
billion baht issue Laos completed in 2015, but it 
also pushed out its curve to 15 years from 12, 

and printed the largest tranche at the longest 

tenor, showing Thai investors' positive long-term 
view on the credit. 
The 2.7913 billion baht three-year, 1.0198 
billion baht five-year, 340.9 million baht seven-
year, 2.967 billion baht 10-year, 1.5055 billion 
baht 12-year and 5.3755 billion baht 15-year 

tranches priced at par to yield 3.65 percent, 
4.00 percent, 4.60 percent, 5.20 percent, 5.40 
percent and 6.05 percent, respectively. 
Part of the proceeds will be used to retire a 
1.794 billion baht bond maturity on October 10, 
as well as other debts, while around half will be 
used to invest in infrastructure projects. Laos' 

debut 1.5 billion baht three-year bond matured 

in May 2016, and a further 434 million baht 
bond was redeemed in December. 
Financial institutions bought 57.7 percent of the 
issue, high net-worth investors took 27.8 
percent, asset managers booked 13.9 percent, 

and others bought 0.6 percent. 
The bonds are rated BBB+ by Tris Ratings, so 
the deal also marked the first time that an 
issuer with that rating had sold 15-year bonds 
in the Thai market. 

The Ministry of Finance of the Lao People's 
Democratic Republic issued the bonds on behalf 
of the government. It received approval in mid-
September to sell baht bonds and to convert 

part of the proceeds into US dollars in the 

onshore foreign currency market.  
The total issue size was capped at 14 billion 
baht, which Thailand's Ministry of Finance had 
approved. 
Bangkok Bank, Siam Commercial Bank and 

Thanachart Bank were joint lead arrangers, 
while Twin Pine Group was adviser. 
 
(Reporting by Daniel Stanton) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
are registered trademarks or trademarks of the 
Thomson Reuters group of companies around the 
world. 
 
 

Mongolia 

Mongolia names biker enthusiast PM, 



 

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 

kick-starting IMF rescue package  

04-Oct-2017  

By Terrence Edwards 
ULAANBAATAR, Oct 4 (Reuters) - Mongolia's 

parliament confirmed the nomination of 
motorbike enthusiast Ukhnaa Khurelsukh as 
prime minister on Wednesday, putting the 
country back on track to receive funds from a 
$5.5 billion IMF economic rescue package.  

Khurelsukh, of the ruling Mongolian People's 
Party (MPP), received unanimous approval from 
the lawmakers in attendance for his confirmation 
as Mongolia's 30th prime minister.  
He will face challenges in bringing back foreign 
investment to the mineral-rich former Soviet 
satellite and manage the country's heavy debt 

load.  
The International Monetary Fund has 
approved an economic bailout programme to 
help relieve debt pressures and buoy the 
currency, the tugrik, that includes austerity 
policies.  

An IMF visit to review the programme that 
included the disbursement of $37.82 million of 
the funds was delayed in September until a new 

government was formed.  
The IMF had said that once a new government 
was in place, it would engage with the 
authorities on how best to move forward with 
the programme.  
Khurelsukh succeeds Jargaltulga Erdenebat, who 

was voted out of office in September amid 

allegations of corruption and incompetence.  
The new prime minister holds the title of colonel, 
although he only served in the military from 
1989 to 1990.  
"He projects a tough rule of law image," said 
Dale Choi, head of Altan Bumba Financial Group. 

"He's a very tough and strong guy himself. I 
think the electorate likes it very much." 
Khurelsukh, 49. is seen as a leader to the 
party's so-called "youth faction" and is also a 
noted motorcycle enthusiast. He is president of 
the fan club for Harley-Davidson in Ulaanbaatar. 
Mongolia's democracy has been turbulent since 

its transition from a socialist state in 1990, and 

no premier has completed a four-year term since 
2000.  
Government infighting and reshuffles have 
contributed to the delays of development 
projects.  

The closest Mongolia came to handing over the 
operations of state-owned Erdenes Tavan Tolgoi 
coking coal mine to a consortium of Mongolian 
Mining Corp, China Shenhua Energy and 
Sumitomo Corp was in 2015, before the 
parliament speaker stepped in to block the deal. 
"We would hope to see the new government 

advance the privatisation of Tavan Tolgoi," said 
Thomas Hugger CEO and a fund manager at Asia 
Frontier Capital. 

Mongolia's coal miners are looking to ramp up 
production to meet growing demand from China, 
but longstanding transportation issues continues 
to hold back sales.  

Mongolia's proximity to China means it could 

play a large role in coal supply to China, said 

Hugger, if a key railway is built.  

"There's no reason Mongolia shouldn't be the 
largest supplier of coking and thermal coal to 
China." 
 
(Reporting by Terrence Edwards; Writing by Ryan 
Woo; Editing by Nick Macfie) 
(( Ryan.Woo@thomsonreuters.com ; +86-10-6627-
1214; Reuters Messaging: 
ryan.woo.reuters.com@reuters.net )) 
 
 

The Bank of Mongolia launches 

financial literacy campaign for long-

term development 

06-Oct-2017  
The central bank is initiating a campaign 
within the scope of 'National Program for 
Financial Literacy' and going to organize 
training on budget control, savings and 
investment decisions, obtaining loans, 
preventing financial risk, insurance and 
saving for retirement.  

We clarified more on the campaign from 
B.Lkhagvasuren, Deputy Governor of BoM.  
One mechanism that pulls the economy out of 
crisis is raising public financial literacy and 
the bank is focusing on that. The central bank 
is responsible for decide and implement 
monetary policy…why is it prioritizing public 
financial literacy?  

By transforming economic policy from 
consumptive to cumulative, we will be able to 
prevent risk and overcome difficulties with 

greater ease. In October 2015, the Bank of 
Mongolia reached a decision to implement 
National Program for Financial Literacy 2016-
2021, in cooperation with the Ministry of 
Finance, Financial Regulatory Commission, 
Ministry of Education, Culture, Science and 
Sports and the World Bank. It was because the 

World Bank's assessment team conducted an 
analysis of our financial sector. The team found 
that the lack of public financial literacy causes 
economic difficulties in Mongolia. As looking to 

the World Bank's assessment, a majority of 
people have access to clear and transparent 
financial information and basic financial 
concepts. However, they lack the knowledge 

to make financial decisions, such as long-term 

financial investments and making savings. As 
a result, a diagnostic review was released 
stating that disputes are rising between banks 
and the public which is caused by a lack of 
financial literacy. Therefore, in order to create 
financial stability in the mid to long term and 

expand the financial market, increasing public 
financial literacy and education is important. 
This is why the BoM is implementing the 
program. Within frames of the program, hand-
outs were prepared for youth, elders and SMEs. 

Furthermore, a subject was added to high-school 
curricula as an extra subject, Business Studies, 

which is being taught for about a year now. 
Once the Ministry of Education, Culture, Science 
and Sports makes the decision, Business Studies 
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will be taught to twelfth-grade students. In other 

words, we are aiming to include the subject, 

which is currently taught as an extra subject, 
into the high-school curriculum.  
'Business Studies' was introduced in several 
schools. What are the results so far?  

The Minister of Education, Culture, Science and 
Sports once said 'A student, who attended the 
subject, was asked 'Are you from a middle 

income household?' in which he answered, after 
calculating the average income of his household 
that showed the household was able to make 
savings, 'I am from a middle income household'. 
Taking the fact that the student was able to tell 
the benefits of making savings, proves that the 

subject is needed.' It shows that the subject has 
proven useful for children. Even primary and 

kindergarten school children are saving money 
in a piggybank. Taking from this, the program is 
showing results.  
Are savings accounts increasing in recent 
years?  

The BoM has its own financial database. 

According to its data, savings are constantly 
increasing in recent years. Also, the number of 
bank customers has also increased. Mongolia 
ranks high with its number of bank and bank 
accounts per 10 thousand people. But we must 
change from quantity to quality. The most 
important thing is customers' satisfaction with 

the services they are provided.  
The public perceive banks as the main method 
for savings and the world is now choosing the 
practice of raising capital in the financial 
sector. How are we providing this kind of 
financial education for the public?'  

As the public economic and financial literacy 
increases, people will realize that investing in 

shares and securities is more profitable than just 
saving. Also, the fact that the public is limiting 
their expense and saving revenue is a sign of 
supporting the economy.  
What are the expected results after public 
financial literacy improves?  

I presume that it will have positive effects by 
reducing risks of economic difficulties, allowing 

them to manage their budget, creating 

opportunities for better decisions and reaching 
financial freedom. Financial literacy is not a one-
time action, but a long-process, so there won't 
be any instant results.  
BoM's National Program on Financial Literacy 
was selected the best in Asia and Pacific 

Region. What was the main indicator for the 
success?  

The National Program on Financial Literacy was 
reviewed by the Child & Youth Finance 
International and selected as the 'Regional 
Champion' in Asia and the Pacific in 2016. I 
believe that the main factor was adding the 
extra subject 'Business Studies' to the high 

school curriculum.  
Most countries that provide financial 
education use online webpages  

Websites are simple and entertaining way to 
teach young people. We implemented our 
program based on international practices. Also, 

we met with many experienced foreign teachers 

and experts to exchange information. The United 

Kingdom has a website called money advice 
service. Through the website, people receive 
helpful financial advice for their daily lives in an 
entertaining way.  
On the other hand, the website has to be very 
simple and entertaining to provide quality 

information. Providing knowledge through 
entertainment, such as teaching kids through 
games and, youngsters and families through 
numerous financial concepts is considered the 
best method.  
The National Program on Financial Literacy 
will not be implemented by the central bank 

alone. What are the roles of commercial banks 
in the program?  

The program is being co-implemented by the 
Bank of Mongolia, Ministry of Finance, Ministry of 
Education, Culture, Science and Sports, Financial 
Regulatory Commission, as well as the 
Mongolian Banking Association, Savings 
Insurance Corporation, Mongolian Insurers 

Association and other NGOs engaged in self 
finance.  
 
B.Tugsbilig  
The Bank of Mongolia published this content on 06 
October 2017 and is solely responsible for the 
information contained herein. 
Distributed by Public, unedited and unaltered, on 06 
October 2017 02:09:48 UTC.  
Original document 
https://www.mongolbank.mn/eng/news.aspx?id=1719  
Public permalink 
http://www.publicnow.com/view/767F21BBCEB5E6E81
049805FBBBD67F25A25FED9  
(C) Copyright 2017 - The Bank of Mongolia 
 
 

Oman 

Fitch: Oman Still Faces Fiscal Risks 

Despite Spending Reduction  

03-Oct-2017  
HONG KONG/LONDON, October 03 (Fitch) 
Oman's budget outturns for the first seven 
months of 2017 highlight persistent risks to 
the sovereign's fiscal consolidation plans as 
government spending cuts fall short of 

targets, Fitch Ratings says. Fiscal deterioration 
was a key driver of our revision of the Outlook 
on Oman's 'BBB' rating to Negative in June. 

Recent data show a 6% decline in total 
government spending in the first seven months 
of 2017 compared with a year earlier, with a yoy 
decline of 26% in July alone. The government 
has budgeted a reduction of 9% for the full year. 
Current spending, including subsidies, fell 2%, 

against a planned cut of 7%. Capital spending 
fell by 4%, against a planned reduction of 9%. 

The relative resilience of current spending is 
largely due to defence spending. This may be 
difficult to cut much due to regional security 
challenges, although completion of equipment 
purchases in the first half of the year could 

result in lower spending in 2H. Civil current 

https://www.mongolbank.mn/eng/news.aspx?id=1719
http://www.publicnow.com/view/767F21BBCEB5E6E81049805FBBBD67F25A25FED9
http://www.publicnow.com/view/767F21BBCEB5E6E81049805FBBBD67F25A25FED9
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spending, including subsidies, has fallen 6%, but 

lower civil investment spending was offset by 

higher spending on oil and gas exploration, 
which is key to expanding hydrocarbon 
revenues. 
Overspending on investment and defence in 
2016, coupled with a 17% fall in revenues, 
pushed Oman's budget deficit to 20.2% of GDP - 

the highest of any Fitch-rated sovereign. The 
7M17 numbers show a desire to address this, 
but volatile monthly expenditure, and the 
concentration of spending late in the year 
(characteristic of some cash accounting 
systems) means the uncertainties surrounding 

2017 budget execution remain high. Headline 
spending in 7M17 includes a very sharp (27%) 
yoy decline in "expenditures under settlement". 

These accounted for 12% of the total last year, 
and will be allocated in December. 
Revenues increased 26% yoy in 7M17, reflecting 
some recovery in oil prices, and revenues will be 

further supported in 2017-2019 by the recent 
start of production from the Khazzan gas field. A 
review of corporate tax exemptions and an 
increase of tax rates will begin to have an 
impact in 2018, while new excise taxes could be 
introduced later this year and VAT in late 2018. 
We have maintained our 2017 deficit forecast at 

11.9% of GDP, considering the recent outturns. 
But we have increased our 2018 deficit forecast 
by 1.3pp to 10.9%, taking into account the 
lower oil price assumptions in our latest "Global 

Economic Outlook" (USD52.5/bbl in 2018, and 
USD55/bbl in 2019). We expect the 2019 fiscal 

deficit to narrow to 9.8% of GDP. 
Continuing deficits mean we forecast debt to 
rise to 48.2% of GDP in 2019. This would be 
around four times the 2012-2016 average and 

higher than the 'BBB' category median. We 
estimate Oman's fiscal breakeven oil price at 
USD75-85/bbl even with planned spending cuts 
and non-oil revenue measures. 
Oman has financed its deficits mostly through 
foreign debt issuance, accompanied by 
drawdowns from the State General Reserve 

Fund of Oman (SGRF). SGRF foreign assets 
were USD18 billion at end-2016, underpinning 

Oman's sovereign net foreign asset position and 
supporting its market access and exchange rate 
peg. In a hypothetical scenario where Oman did 

not issue debt and maintained fiscal deficits at 
forecast 2017 levels, SGRF assets would be 
depleted by the end of 2018. But they could last 
considerably longer if accompanied by debt 
issuance, fiscal consolidation, and favourable 
asset returns. The government is also hoping to 
privatise some of its domestic infrastructure 

assets. 
The main factor that could lead to a sovereign 
downgrade would be continued rapid erosion of 
the fiscal or external positions, for example as a 

result of a failure to implement fiscal reforms or 
due to a renewed fall in oil prices. By contrast, a 
reduction of the budget deficit allowing 

stabilisation of the government debt/GDP ratio 
could lead to a revision of the Outlook to Stable. 
 

Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Leslie Tan, 
Singapore, Tel: +65 67 96 7234, Email: 
leslie.tan@fitchratings.com; Wai-Lun Wan, Hong Kong, 

Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. 
 
 

Saudi Arabia 

Saudis reconsider speed of austerity 

plan as economy slumps  

05-Oct-2017  
By Andrew Torchia 
DUBAI, Oct 5 (Reuters) - Saudi Arabia has told 

the International Monetary Fund it is 
reconsidering the speed at which it imposes 
austerity steps to avoid slowing the economy 

too much and pushing up unemployment, the 
IMF said on Thursday. 

Riyadh has been cutting spending while raising 
taxes and fees to curb a huge state budget 
deficit caused by low oil prices. Last December it 
published a plan to eliminate the deficit, which 
was a record $98 billion in 2015, by 2020. 
The deficit is shrinking but at a high cost to the 

economy: data this week showed Saudi Arabia 

in recession during the second quarter, while the 
non-oil sector expanded only 0.6 percent year-
on-year. Consumer prices are falling and 
unemployment among Saudis has edged up to 
12.8 percent. 
"The authorities indicated that they were 
considering the appropriate pace of fiscal 
adjustment given the weak growth," the IMF 
said in a report on its annual economic 
consultations with the kingdom. 

Riyadh is using the deficit-cutting plan as "broad 
guidance" but will review and update its targets 
at regular intervals in response to economic and 
social conditions, the IMF said. 

"They saw merit in pushing ahead quickly with 

the fiscal reforms, particularly as they felt the 
compensation mechanisms they were developing 
to support households and businesses would 
limit the economic impact, but agreed that it is 
very important to monitor growth and 
employment and adjust the timing of reforms if 

needed." 
In July, the IMF forecast growth in Saudi 
Arabia's non-oil sector would rise to 1.7 percent 
in 2017. But Tim Callen, head of the fund's 
mission to the country, said on Thursday that 
second-quarter data had been weaker than 

expected. 
"I think we would still expect a pick-up in non-oil 

growth in the second half of the year, but I do 
see risks on the downside to our non-oil 
forecast," he said. 
The IMF has long been urging the government to 
slow its austerity drive to protect the economy, 

and Thursday's report suggested that Riyadh 
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could safely delay balancing the budget until 

2022. 

"The strong fiscal buffers, the availability of 
financing, and the current cyclical position of the 
economy mean that rapid fiscal consolidation is 
neither necessary nor desirable." 
However, the IMF said it had not so far 
succeeded in convincing Riyadh to delay 

domestic fuel and water price hikes set out in 
the deficit-cutting plan. Saudi officials think a 
fast pace of hikes will make them easier to 
introduce, the fund said without specifying when 
the hikes would happen. 
The IMF also said Riyadh was considering 

whether to impose additional fees and charges 
on the public, mostly aimed at luxury goods 
consumption or to recoup some of the cost of 

state services. The fund said it worried such 
proposals could distract the government from 
more important reforms. 
In a statement responding to the IMF's report, 

Saudi finance minister Mohammed al-Jadaan 
said authorities were committed to sustainable 
development and to people's well-being but did 
not comment directly on whether aspects of the 
austerity programme might be slowed. 
The government is preparing aid for private 
sector businesses, and the IMF's report said this 

would take the form of state spending on 
strategic industries combined with streamlining 
business regulations. 
The financing of this package is still being 

worked out but it is likely to include loans from 
state development funds and cost between 1.5 

and 2 percent of gross domestic product 
annually between 2017 and 2020, the IMF said. 
To guide its deficit-cutting, Riyadh has begun 
working with the World Bank on a public 
expenditure review that could help make 
spending more efficient, it added. 
 
(Reporting by Andrew Torchia; Editing by Toby Chopra 
and Hugh Lawson) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Uzbekistan 

World Bank in talks with Uzbekistan 

over reform support  

30-Sep-2017  
TASHKENT, Sept 30 (Reuters) - The World Bank 

is discussing with Uzbekistan the details of 
support for reforms implemented by President 
Shavkat Mirziyoyev's government, the global 
lender said on Saturday. 

A source close to the government told Reuters 
on Friday the Central Asian nation planned to 

seek a World Bank budget-support loan of up to 
$1 billion. 
The planned borrowing would aim to soften the 
impact of foreign exchange reform on the 
economy and the budget, the source said. 

The former Soviet republic this month lifted 

most of the restrictions on foreign exchange - 

which had existed for decades - by allowing 

companies and citizens to freely trade foreign 
currency and sharply devaluing the official 
exchange rate. 
"We are working very closely with the 
Government of Uzbekistan to support their 
ambitious reforms aimed at improving the lives 

of the Uzbek people. The details of our support 
are being discussed between the government 
and the World Bank,” a World Bank spokesman 
said on Saturday. 
The spokesman provided no further details. 
Mirziyoyev met World Bank President Jim Yong 

Kim on Sept.20 when the Uzbek leader attended 
the United Nations General Assembly session in 
New York. 

 
(Reporting by Mukhammadsharif Mamatkulov; Writing 
by Olzhas Auyezov; Editing by Alexander Smith) 
(( olzhas.auyezov@thomsonreuters.com ; +7 727 
2508 500; Reuters Messaging: 
olzhas.auyezov.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

Albania 

Albania to sell 10.7 bln leks (80 mln 

euro) in 6-mo, 1-yr T-bills on Oct 3  

02-Oct-2017  
TIRANA (Albania), October 2 (See News) - 
Albania's finance ministry will offer a 
combined 10.7 billion leks ($93.9 million/79.9 

million euro) worth of six-month Treasury 
bills and one-year government securities in an 
auction on Tuesday, the central bank said. 
The finance ministry will offer 2.5 billion leks in 
six-month T-bills. At the previous similar auction 
held on August 8, investors bought 1.87 billion 
leks worth of government paper, as the yield 
rose to 1.65%, unchanged from July. 

The ministry will also offer 8.2 billion leks in 
one-year government securities. Last month it 

sold 5.2 billion leks of one-year T-bills, as the 
yield went up to 2.34% from 2.29% previously. 
 
(1 euro = 133.864 leks) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bosnia 

Western envoys urge Bosnia to reform, 

unlock 500 million euro funding  

03-Oct-2017  
By Daria Sito-Sucic 

SARAJEVO, Oct 3 (Reuters) - Western envoys 

urged Bosnia on Tuesday to revive stalled 
economic reforms and pass legislation to 
unlock more than 500 million euros ($587 
million) in international loans and IMF cash.  

Based on progress in 2015-2016, the European 
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Union last year accepted Bosnia's application to 

join the 28-member bloc and the International 

Monetary Fund approved a 553 million euro deal 
to support economic reforms in the once war-
torn Balkan country. 
But Bosnia so far has failed to meet terms of the 
IMF programme, which is part of a wider reform 
package devised by the EU to guide Bosnia's 

integration with the bloc, prompting the lender 
to halt disbursements of 80 million euros under 
the deal. 
Political bickering in ethnically-divided Bosnia 
has prevented the passage of a law raising taxes 
on fuel, required to unlock funding for transport 

infrastructure that would boost growth and 
create jobs. 
"This represents a significant package of support 

but it cannot be left blowing in the wind 
forever," said Lars-Gunnar Wigemark, the head 
of the EU delegation in Bosnia. 
"Too much of this year has already been lost and 

needs to be caught up. It is now time to decide 
on whether this offer will be accepted." 
The Bosnian Serb, Croat and Bosniak ruling 
parties support the new taxation law but no 
longer command the majority in national 
parliament after some deputies had left their 
respective parties to become independent.  

The opposition is opposed to raising taxes on 
fuel, saying it would bring additional burden on 
impoverished citizens. 
"Reform process has become stuck in the mud," 

said British Ambassador Edward Ferguson, 
adding that key challenges for Bosnia were to 

shift its public sector-oriented economy towards 
private sector, improve inefficient rule of law 
and tackle patronage in public sector and 
endemic corruption. 
"We are not just putting money to this country 
but we are demanding something back, 
modernisation and dealing with these serious 

challenges," Ferguson said. 
The central government has said it would take 
all comments on the law into consideration and 
resend it to the parliament in the following 
months. 

Although the IMF distributes the loan payments 
to Bosnia's central government in Sarajevo, the 

country's two autonomous regions, the Serb 
Republic and the Bosniak-Croat Federation, are 
the principal beneficiaries of the aid, which they 
have envisaged in their respective budgets. 
But due to the lack of the IMF cash, both regions 
have had to resort to the issuance of domestic 

debt to cover the budget gap and finance 
maturing debt. 
On Tuesday, the Serb Republic signed a 50 
million Bosnian marka ($30 million) loan with 
Serbia's second largest lender Komercijalna 
Banka. "It will help us secure budget liquidity," 
Serb Republic Finance Minister Zoran Tegltija 

told reporters.  
 
($1 = 0.8514 euros) 
($1 = 1.665 Bosnian marka)  
(Additional reporting by Gordana Katana in Banja Luka 
and Maja Zuvela; Editing by Jeremy Gaunt) 

(( daria.sito-sucic@thomsonreuters.com ; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net )) 
 
 

Bulgaria 

Bulgaria sees economy expanding 4.0 

pct this year  

05-Oct-2017  
SOFIA, Oct 5 (Reuters) - Bulgaria sees its 

economy growing 4.0 percent this year, up 
from a previous forecast of 3.0 percent, 
mainly due to strong domestic demand, the 
finance ministry said on Thursday. 

In its autumn macroeconomic forecast, the 

ministry said it expected consumption to remain 

the main driving force of the economy in the 
next three years. It sees growth of 3.9 percent 
in 2018. 
"The Bulgarian economy is expected to post real 
growth of 4.0 percent in 2017 moved by 
domestic demand and ... private consumption," 

the ministry said in its forecast. 
"In 2018 economic growth will slow slightly due 
to weaker foreign demand that will have an 
impact on exports. At the same time, the 
upward dynamics of domestic demand will be 
maintained backed by higher public spending," it 
said. 

The centre-right coalition government came to 

power in May and has increased minimum state 
pensions and teacher salaries. It has pledged to 
double teacher salaries over its four-year term. 
The statistics office recently revised 2016 gross 
domestic product growth up by 0.5 percentage 
points to 3.9 percent.  

The European Union country, eager to join the 
Eurozone's two-year obligatory waiting room, 
the ERM-2 mechanism, sees annual average 
inflation under EU-harmonised index at 1.1 
percent this year and 1.4 percent in 2018, 
pushed up by higher food and fuel prices and 

increased domestic demand.  
Bulgaria registered average deflation of 1.3 

percent in 2016. 
Finance Minister Vladislav Goranov has said 
improved growth should help the country to end 
2017 with a smaller deficit than the targeted 
shortfall of 1.4 percent of GDP.  

The finance ministry has said it plans to further 
trim the fiscal deficit to 1 percent next year, but 
it is yet to present its 2018 budget draft. 
Bulgaria has pegged its lev currency to the euro 
in a regime that prevents the central bank from 
setting interest rates. That leaves fiscal policy as 
one of its few tools to shape the economy. 

 
(Reporting by Tsvetelia Tsolova; Editing by Matthew 
Mpoke Bigg) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
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Czech Republic 

Czech budget deficit to be lower than 

plan in 2017-CTK  

03-Oct-2017  
PRAGUE, Oct 3 (Reuters) - The Czech central 

state budget deficit will be lower than an 
approved 60 billion crown ($2.72 billion) gap 
in 2017, Finance Minister Ivan Pilny said on 
Tuesday. 

Pilny said an estimate was still difficult given an 
expected pay hike for teachers and other public 

workers from November and expectations of a 
higher volume of European Union funds by the 
end of the year, CTK news agency reported. 

"But my estimate is optimistic, that the planned 
deficit certainly will not be reached," Pilny was 
quoted as saying. 
 
($1 = 22.0850 Czech crowns) 
(Reporting by Jason Hovet; Editing by Michael Kahn) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
 
 

Czech 2016 fiscal surplus grows to 

0.73 pct/GDP  

04-Oct-2017  

PRAGUE, Oct 4 (Reuters) - The Czech overall 

fiscal surplus reached 0.73 percent of gross 
domestic product in 2016, higher than a 
previously reported 0.58 percent figure, the 
Czech Statistics Bureau (CSU) said on 
Wednesday. 
In a semi-annual notification sent to the 
European Commission, the CSU said public 
debt was 36.77 percent of GDP in 2016, down 

from a previously reported figure of 37.22 
percent. 

The central state budget, which makes up the 
bulk of the overall fiscal gap and includes 
regional and local government budgets and 
healthcare, posted a surplus of 61.8 billion 

crowns ($2.80 billion) in 2016, versus a planned 
deficit of 70 billion.  

The comparative figures in the table below are 
from the European Commission in April 2017. 
 
($1 = 22.0360 Czech crowns) 
(Reporting by Mirka Krufova; Editing by Jason Hovet) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
 
 
 

Hungary 

Hungary posts 256.4 bln forint Sept 

budget deficit  

05-Oct-2017  

BUDAPEST, Oct 5 (Reuters) - Hungary posted a 

256.4 billion forints ($970.29 million) budget 

deficit in September, the Economy Ministry 
said on Thursday, adding it was on track for a 

2017 deficit target worth 2.4 percent of 
economic output. 

In the January-September period, the deficit 
widened to 1,236.3 billion forints.  
In September 2016, the budget had a surplus of 
271.6 billion. 
Spending on European Union-backed projects 

rose to 1.48 trillion forints by the end of 
September, compared with 1.035 trillion in the 
same period last year, and these rising 
disbursements had a significant impact on the 
budget balance.  
The ministry said payroll tax income and 
revenues linked to consumption rose from the 

previous year. 

 
($1 = 264.2500 forints) 
(Reporting by Krisztina Than) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Stability persists in Hungary’s public 

finances  

05-Oct-2017  
Public finances continue to be characterized 
by stability in Hungary and the central 
government budget is capable of providing 
sufficient funding required for the realization 
of the Government's economic and social 

policy goals. The deficit of the central sub 

sector of the state budget was HUF 1 236bn at 
the end of September 2017, in line with prior 
expectations.  
Within that, the Central Budget and Social 
Security Funds closed the month with deficits of 
HUF 1 281.2bn and HUF 62.0bn, respectively, 
while Extra-Budgetary State Funds posted a 

surplus of HUF 106.9bn. In the month of 
September 2017, the deficit totalled HUF 256.4 
bn, while in September 2016 there was a 
surplus of HUF 271.6bn.  
The rising amount of disbursements related to 

EU-funded projects had a visible impact on the 
balance in the period January-September 2017, 

when the respective amount transferred from 
the state budget was HUF 1 484.3bn, against 
HUF 1 035.3bn in the previous year. The inflow 
of EU funds, HUF 297.5bn, was well below that 
amount. The main cause behind this 
phenomenon is that cohesion funds due to 

Hungary, as a consequence of regulatory 
peculiarities, are exclusively post-financed. VAT 
refunds in the month of September were also 
higher, as currently effective regulations 
maximize the refund period at 45 days instead 
of the former 75 days for 'reliable taxpayers'.  

According to official statistics, the number of 

people employed in Hungary is 4 million 444 
thousand in Hungary, up by 58 thousand year-
on-year. Accordingly, the unemployment rate 
has declined to 4.2 percent. Wage hikes and tax 
incentives leave more money at families, and 
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this is also being reflected in consumption data. 

Compared to the corresponding period of the 

previous year, fiscal revenues stemming from 
VAT and personal income tax have increased, 
along with pension, health insurance and labour 
market contributions. These are the indisputable 
results of the Government's pro-transparency 
and employment policy measures.  

The ESA budget deficit of 2.4 percent predicted 
for the year 2017 remains to be an attainable 
target.  
 
(Ministry for National Economy)  
Ministry of National Economy of Hungary published 
this content on 05 October 2017 and is solely 
responsible for the information contained herein. 
Original document 
http://www.kormany.hu/en/ministry-for-national-
economy/news/stability-persists-in-hungary-s-public-
finances  
Public permalink 
http://www.publicnow.com/view/D46243F50BEDDE7E
23CCDA81AA952CE08486367E  
(C) Copyright 2017 - Ministry of National Economy of 
Hungary 
 
 

Fitch: Hungary's Pro-Cyclical Stance 

Could Test Policy Framework  

05-Oct-2017  
PARIS/LONDON, October 05 (Fitch) Hungary's 

strong GDP growth partly reflects a pro-
cyclical policy stance, Fitch Ratings says. A 
shift in the benign macroeconomic backdrop 
could test the strength of the country's policy 
framework. 

We have raised our 2017 Hungarian GDP growth 
forecast to 3.6% from 3.2% as growth continues 
to accelerate (GDP grew 2% last year). This 

primarily reflects higher consumption, supported 
by a strong labour market (the unemployment 
rate was 4.2% in July) and faster wage growth, 
stronger investment supported by EU fund 
disbursements, and the normalisation in the 
banking system after several years of 
deleveraging. 

Fiscal and monetary policies are pro-cyclical and 

highly accommodative. The government has 
used the fiscal space created by the economic 
recovery to cut taxes and increase expenditure 
ahead of next year's general election, including a 
reduction in corporate income tax and higher 
pensions and social transfers. We forecast the 

government deficit to widen to 2.3% of GDP 
in 2017 and 2018, from 1.8% in 2016, despite 
stronger growth. This is still consistent with a 
reduction in government debt to 68% of GDP 
in 2019 from 74% last year, although it would 
remain considerably higher than the 'BBB' 
median (41%). 

Meanwhile, Hungary's central bank, Magyar 
Nemzeti Bank (MNB), announced further 

monetary easing last month, cutting the 
overnight deposit rate by 10bp to -0.15%. This 
is in contrast to other major CEE economies 
such as the Czech Republic, whose central bank 
has started to tighten policy, and Poland, where 
tightening is under discussion. 

The divergence partly reflects the MNB's higher 

inflation target of 3%, +/-1pp (2.5% +/-1pp in 

Poland and 2% in the Czech Republic). The 
MNB's Monetary Council said it expected the 
target to be met "in a sustainable manner... by 
the middle of 2019," which is one quarter later 
than in its previous forecasts, and that "repeated 
delay" in when it would meet the target 

warranted monetary easing. 
The fiscal policy stance has remained 
compliant with domestic and EU rules. The 
budget deficit has remained below the EU's 
3% of GDP criterion and debt to GDP has been 
falling since 2012, in line with the 
constitutional requirement when debt is 

above 50% of GDP. Inflation has remained 
below 3% (it rose to 2.6% in August). 

But the headline budget deficit has been 
flattered by above-trend growth and 
exceptionally low interest rates. When the 
current benign macroeconomic and financial 
conditions eventually change, the government's 
capacity and willingness to restrain expenditure 
growth, or raise taxes to prevent the budget 

deficit widening could be tested. 
Similarly, after a period of extremely low 
inflation and highly supportive monetary policy, 
any acceleration in inflation above forecasts 
could test the MNB's commitment to its inflation 
target, which we believe is a key pillar of macro 

and financial stability. Our own forecasts are in 
line with the MNB's, and we expect inflation to 

accelerate to 3.0% in 2019, although the rapid 
rise in wages (gross wages rose 13.1% yoy in 
July) represents a potential risk to these 
forecasts. 
Fitch affirmed Hungary's 'BBB-'/Stable sovereign 

rating in May. The rating balances high GDP per 
capita, strong governance indicators and EU 
membership against a track record of 
unorthodox economic policy and high 
government and external debt. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 

peter.fitzpatrick@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. 
 
 

Poland 

Moody's says risks to Polish A2 rating 

balanced  

05-Oct-2017  
WARSAW, Oct 5 (Reuters) - Risks to the Polish 

A2 sovereign rating are currently balanced, 
Moody's Investors Service lead analyst on 
Poland Heiko Peters said on Thursday, adding 
he does not expect an escalation of the 
situation between the European Union and 

Warsaw.  
Heiko Peters also said that inflation in Poland is 
likely to stand at about 2 percent in 2018 and 
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slightly above 2 percent in 2019. 

"We do not expect an escalation," Peters said 

when asked about the conflicts of the Polish 
right-wing government and the European 
Commission relating to, among other things, 
rule of law and migrants.  
Dietmar Hornung, who heads sovereign analysts 
in Europe, said Moody's is still seeing significant 

economic resilience in central and eastern 
Europe with budget deficits safely below 3 
percent. 
 
(Reporting by Marcin Goettig) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Poland sells 6.83 bln zlotys in bonds at 

switch tender  

05-Oct-2017  
WARSAW, Oct 5 (Reuters) - Poland sold a total 

of 6.83 billion zlotys ($1.87 billion) worth of 

bonds at a switch tender on Thursday, the 
finance ministry said in a statement.  

This consisted of 565 million zlotys in bonds due 
April 2019, 1.88 billion zlotys in bonds due 
November 2022, 1.43 billion in bonds due 
January 2023, 1.37 million in bonds due January 
2026, 1.58 billion in bonds due July 2027. 
 
 ($1 = 3.6551 zlotys) 
(Reporting by Agnieszka Barteczko and Lidia Kelly) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania plans to sell 2.44 bln lei of 

debt in Oct  

02-Oct-2017  
BUCHAREST, Oct 2 (Reuters) - Romania's 

finance ministry aims to sell 2.44 billion lei 
($624.74 million) worth of leu currency bills 
and bonds in October, including 240 million lei 
at non-competitive rounds of auctions, it said 

on Monday. 

Debt managers sold debt worth 3.68 billion lei in 
September. 
In October, they have scheduled five bond 
tenders with residual maturities ranging from 
1.4 to 6.6 years, and one auction worth 600 
million lei for 364-day paper. 

So far this year, Romania has sold 37.3 billion lei 
and 340 million euros of domestic bills and 
bonds. It has tapped foreign markets for 1.75 
billion euros of 2027 and 2035 Eurobonds. 
 
($1 = 3.9056 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5263; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 

 

Romania rejects all bids in 400 mln lei 

(87 mln euro) 2-yr T-note auction  

05-Oct-2017  
BUCHAREST (Romania), October 5 (See News) - 
Romania on Thursday rejected all bids in a 
400 million lei ($103 million/87 million euro) 
auction of Treasury notes due on February 25, 
2019, central bank data showed. 

Bids for a total of 424.5 million lei worth of 
government paper were placed. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 60 million lei in a 
non-competitive tender. 

At the previous auction of the same T-note issue 
held in August, the finance ministry sold the 

planned amount of 500 million lei ata yield of 
1.27%. 
Romania's finance ministry plans to auction 2.2 
billion lei worth of government securities and to 

sell an additional 240 million lei in non-
competitive offers in October. 
In September, the ministry auctioned 3.35 
billion lei worth of domestic debt paper and 
an additional 405 million lei in non-
competitive offers, slightly below target. 

So far this year, the ministry has sold some 37.5 
billion lei and 340 million euro worth of 
government bills and bonds and has tapped 

foreign markets for 1.75 billion euro of 2027 and 
2035 Eurobonds. 

In June, the ministry said it plans to sell 7.5 
billion euro worth of Eurobonds on the 
international markets in the following two years. 
This year, it plans to sell about 2.5-3.0 billion 

euro worth of Eurobonds on the international 
markets and some 48-50 billion lei worth of leu-
denominated domestic debt. 
 
(1 euro=4.5782 lei) 
Copyright 2017 See News. All rights reserved. 
 
 

Slovakia 

Slovak budget deficit to narrow less 

than expected in 2017  

05-Oct-2017  

BRATISLAVA, Oct 5 (Reuters) - The gap in 

Slovakia's public finances will narrow less 
than expected in 2017 due to high spending 
on transport and healthcare, the finance 
ministry said. 
Slovakia has been one of the better fiscal 
performers in the euro zone but last week put 
back its target of reaching a balanced budget 
by one year to 2020. 

The country's three-party ruling coalition last 
week also agreed to a 2018 budget draft that 

sees a deficit of 0.83 percent of GDP, higher 

than earlier plans of 0.5 percent. 
That reflects a 250 million euro ($294 million) 
benefit package that includes a rise in the 
minimum wage, and allowances for worker 
commutes, Finance Minister Peter Kazimir told 
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daily Hospodarske Noviny on Thursday. 

The initial deficit target of 1.29 percent for 2017 

will also be missed, the finance ministry said. 
"We expect the (2017) deficit to be higher by 
0.3 points," it said on Wednesday, when the 
budget draft was published. It set a new target 
of 1.63 percent.  
The government is set to approve the 2018 

budget next week. 
 
($1 = 0.8495 euros) 
(Reporting By Tatiana Jancarikova; Editing by Jason 
Hovet and John Stonestreet) 
(( Tatiana.Jancarikova@thomsonreuters.com ; 
+421903711729) ) 
 
 

Slovenia 

Slovenia state investment to rise by 28 

pct in 2018  

05-Oct-2017  
•Budget surplus planned in 2018, 2019 
•Fireman, teachers, doctors demand wage 

hikes 

By Marja Novak 
LJUBLJANA, Oct 5 (Reuters) - Slovenian state 

investment will rise by 28 percent to 945 
million euros ($1.11 billion) in 2018 and will 
reach 887 million euros in 2019, Finance 
Minister Mateja Vranicar Erman told 
parliament on Thursday as part of 2018/19 
budget proposals. 

Most investment will be for environmental 

protection and transport infrastructure, in 
particular the railway line between Koper port 
and the city of Divaca, she said. European 
inflows will be around 900 million euros per year 
over two years. 
Central government budget spending will 
reach 9.6 billion euros in 2018 and 9.7 billion 

in 2019, which will create a budget surplus of 
about 50 million euros each year, the first 
such surpluses since 2008. 

"We need to continue to strengthen our public 
finance position ... and reduce the deficit and 

debt to get ready for a turnaround of the 
economic cycle," Vranicar said. 
Slovenia narrowly avoided an international bank 

bailout in 2013 and returned to growth a year 
later. The government expects expansion of 4.4 
percent this year and 3.9 percent in 2018, 
boosted by growth in exports and investments. 
But the state Fiscal Council, which advises the 
government on public finances, says the country 
should use the strong economy to create even 

higher surpluses in the next two years to speed 
the reduction of the public debt. 
That debt is expected to reach 77 percent of 
GDP this year, down from 78.5 percent in 
2016, while the deficit is seen below 0.8 
percent of GDP this year versus 1.9 percent 
last year.  

Vranicar said payments for interest on sovereign 
debt will exceed 800 million euros per year in 

2018 and 2019. 
Analysts fear pressure on public sector wages 

could endanger the government's surplus plans. 

Hundreds of firemen protested in front of the 

main government building on Thursday 
demanding higher wages. Teachers and doctors 
are also threatening strikes. 
Parliament is expected to pass the budgets in 
November. 
 
($1 = 0.8541 euros) 
(Editing by Matthew Mpoke Bigg) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Moody's says unhedged foreign 

borrowing raises risks for Argentine 

sub-sovereigns  

04-Oct-2017  
Oct 4 (Reuters) - Moody's: 
Says unhedged foreign borrowing raises risks 
for Argentine sub-sovereigns. 

Says higher reliance on foreign bond markets 
increases currency mismatch risks for Argentine 

sub-sovereigns. 

Moody's, on Argentine sub-sovereigns, says 
absence of deep local capital market, growing 
reliance on unhedged international borrowing is 
credit negative. 
 
( Bangalore.newsroom@thomsonreuters.com ;) 
 
 

Brazil  

Brazil to sell 10-year global bond, buy 

back debt  

03-Oct-2017  

BRASILIA, Oct 3 (Reuters) - The Brazilian 

government announced it will sell a 10-year 
dollar-denominated bond while buying back 
bonds of ten different maturities on Tuesday, 
as part of efforts to refinance debt. 

Bookrunners Deutsche Bank, Itau BBA and 
Santander expect to price the deal later in the 
day, the Brazilian Treasury said. 

Brazil set a final spread of 235 basis points over 
U.S. Treasuries on the new 10-year bond to be 
sold, according to Thomson Reuters' IFR. The 
bonds being bought back, worth nearly $12 
billion in total, have maturities ranging between 
2019 and 2030. 
It is the second foreign issuance by Brazil this 
year. Treasury officials have said that while 
Brazil did not need to raise fresh money to 
cover financial needs, it could take advantage 
of favorable market conditions to make debt 
management more efficient.  
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Brazil's five-year credit default swaps were near 

22-month lows on Tuesday at 187 basis points, 

according to financial data provider IHS Markit. 
 
(Reporting by Silvio Cascione; editing by Grant 
McCool) 
(( ana.mano@thomsonreuters.com ; +55-11-5644-
7704, +55-119-4470-4529; Reuters Messaging: 
ana.mano.thomsonreuters.com@reuters.net )) 
 
 

Brazil's gov't may veto changes to tax 

renegotiation program  

04-Oct-2017  
BRASILIA, Oct 4 (Reuters) - Brazil's 

government may veto changes made by 
Congress that increases benefits to taxpayers 
in a debt renegotiation program, Finance 

Minister Henrique Meirelles said on 
Wednesday. 

A presidential veto "is always possible," Meirelles 
said, adding that he hoped the renegotiation 
program, known as Refis, would not be 
reopened in the future. The changes, including 
larger discounts for indebted taxpayers, need to 
be approved by the Senate by Oct. 11. 

 
(Reporting by Marcela Ayres; Writing by Silvio 
Cascione; Editing by Jeffrey Benkoe) 
(( Twitter: https://twitter.com/silviocascione; 
silvio.cascione@tr.com ; +55 61 99873 6261; Reuters 
Messaging: 
silvio.cascione.thomsonreuters.com@reuters.net )) 
 
 

Chile 

Chile 2018 budget proposal allows for 

$8.5 bln in debt 

03-Oct-2017  
SANTIAGO, Oct 3 (Reuters) - Chilean President 

Michelle Bachelet's 2018 budget proposal 
allows for the government to issue up to $8.5 

billion worth of debt, according to a copy of 
the document seen by Reuters on Tuesday.  

That would be less than the $10.5 billion in debt 

approved for this year, due to an expected 
increase in government revenue and a gradual 
economic recovery. The proposal was presented 
to members of Chile's lower house of Congress 
on Tuesday.  

 
(Reporting by Antonio de la Jara and Felipe Iturrieta; 
Writing by Luc Cohen) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Chile central bank chief says 2018 

budget in line with fiscal consolidation  

05-Oct-2017  
SANTIAGO, Oct 5 (Reuters) - The president of 

Chile's central bank said on Thursday that the 
2018 budget proposed by President Michelle 
Bachelet's center-left government was in line 

with its commitment to gradual fiscal 
consolidation.  

Despite a planned increase in spending next 

year, the government estimates that a recovery 
in economic growth and tax revenues will trim 
the fiscal deficit to 1.9 percent of gross domestic 
product from a forecast 2.7 percent this year, 
according to the 2018 budget presented this 
week to Congress. 

"The national budget for 2018 is in line with a 
policy aimed at gradual fiscal consolidation," 
Central Bank President Mario Marcel said. 
 
(Reporting by Daniel Flynn; Editing by W Simon) 
(( daniel.flynn@thomsonreuters.com ; +55 11 5644 
7701 ; Reuters Messaging: 
daniel.flynn.thomsonreuters.com@reuters.net )) 
 
 

El Salvador 

S&P says Republic Of El Salvador long-

term rating raised to 'CCC+' after debt 

restructuring  

04-Oct-2017  
Oct 3 (Reuters) -  
S&P says republic of El Salvador long-term 
rating raised to 'CCC+' following completion 
of debt restructuring; outlook stable. 

S&P says raising long-term foreign- and local-

currency sovereign credit ratings on El Salvador 

to 'CCC+' from 'SD' (selective default). 
S&P says stable outlook reflects expectation that 
El Salvador will maintain effective mechanisms 
to guarantee its access to liquidity. 
S&P says recently approved pension reform will 
alleviate El Salvador's structural deficit and 

reduce its short-term financing needs. 
S&P says El Salvador ratings reflect government 
faces challenge of reaching agreements on fiscal 
policy, high debt burden, limited economic 
growth prospects. 
 
( Bangalore.newsroom@thomsonreuters.com; ) 
 
 

Mexico 

Mexico returns to dollar markets after 

six-month hiatus  

02-Oct-2017  
NEW YORK, Oct 2 (IFR) - The United Mexican 

States priced a US$1.88bn long 30-year bond 
on Monday as it sought to redeem short-term 
debt in its first international foray in about six 
months. 

The sovereign, rated A3/BBB+/BBB+, had few 
problems garnering interest among accounts still 

seeking yield up the curve even following last 

week's spike in US Treasury yields."Despite the 
rise in US Treasury yields and rates in Europe, 
the bid for duration in EM is still there," said a 
banker. 
Books quickly swelled to around US$8bn earlier 

mailto:luc.cohen@thomsonreuters.com
mailto:luc.cohen.thomsonreuters@reuters.net
mailto:daniel.flynn@thomsonreuters.com
rm://daniel.flynn.thomsonreuters.com@reuters.net/
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in the day, allowing the government to tighten a 

good 20bp from initial price thoughts of 

T+195bp area before launching at T+175bp. 
But leads stopped short of taking pricing to its 
logical end, and stuck to the mid point of 
guidance of T+175bp (+/-5bp) after accounts 
drew a line under that level and orders shrunk to 
around US$5bn. 

The final spread left about 7bp on the table 
given the existing 2047s were trading at 
T+168bp, but not enough to cushion some 
investors from potential rate risks. 
"180bp would have been more appropriate to 
compensate for added duration and credit risks," 

said Sean Newman, a senior portfolio manager 
at Invesco. 
At 175bp, the 30-year is offering a pick up of 

around 56bp over the 10-year part of the curve, 
where the 4.15% 2027s were being quoted with 
a G-spread of 119bp. 
That 10s/30s spread differential is about 65bp in 

Colombia (Baa2/BBB/BBB) and even wider in 
Peru (A3/BBB+/BBB+), where it is around 75bp, 
according to Thomson Reuters data. 
"The UMS's 10s/30s spread is one of the most 
stable in the region," said one banker. "This deal 
is following their strategy of no debt stock 
increases." 
Mexico is using proceeds to redeem 
US$1.88bn of 5.125% 2020 notes, making 
Monday's trade debt neutral. Indeed, the 
country's fiscal story still looks solid. 
The government aims to cut borrowing 
requirements to 2.5% of GDP from 2.9% amid 
expectations that Mexico will post its first 
primary surplus since 2008, according to 
Fitch. 

Mexico also came on a day when data showed 

that the country's manufacturing activity had hit 
a 16-month high in September. However, fallout 
from two deadly earthquakes last month is 
expected to take its toll, with Nomura analysts 
cutting 2017 growth forecasts for the country to 
1.8% from 2.2%. 
And while Nomura upped its 2018 GDP growth 

forecasts to 2.2% from 2% on reconstruction 
spending, next year investors could face a 

number of risks. 
Not only is the country going through lengthy 
negotiations with the US and Canada to revamp 
the Nafta trade agreement, but presidential 
elections in 2018 brings added uncertainty. 

"Buyers should be cautious as there is 
uncertainty regarding US Nafta proposals, and it 
is still unclear just how much the federal 
government will need to spend to rebuild 
infrastructure following two earthquakes," said a 
broker. 

 
Goldman Sachs, HSBC and Morgan Stanley led the 
deal. 
©Thomson Reuters 2017. All rights reserved. 
 

 

Mexico expects $150 mln from 

catastrophe bond, eyes new issuel  

05-Oct-2017  
By Stefanie Eschenbacher 

MEXICO CITY, Oct 4 (Reuters) - Mexico expects 

to see a full pay out of $150 million from a 
catastrophe bond following a powerful 
earthquake that hit last month and the 
government is looking at soon issuing another 
bond, a finance ministry official said on 
Wednesday. 

Mexico was hit by two devastating quakes last 
month, the Sept. 19 tremor that killed at least 
369 people, mostly in Mexico City, and an even 

more powerful earthquake that hit the country's 
south on Sept. 7. 

The Sept. 7 quake, which killed around 100 
people, meets the catastrophe bonds' 
parameters in terms of magnitude, depth and 
location to trigger a full payout, Oscar Vela, the 

head of the finance ministry's insurance unit, 
told Reuters. 
"In a preliminary way, we know that our 
catastrophe bond was activated," Vela said, 
adding that it would still take until Oct. 10 to 
receive final data from the U.S. Geological 
Service before the bond would pay out.  

"Once this diagnostic period of the parameters 
ends, we will have access to the $150 million," 
he said. 
After seeing strong demand for the World 
Bank-backed bond that was issued in August, 
Vela said Mexico would look to soon place 
another issue for about the same amount.  

Catastrophe bonds aim to transfer risks related 

to natural disasters from developing countries to 
capital markets. The bonds are designed to 
cover costs of immediate emergency relief 
functions and reconstruction. 
Vela said the funds would be transferred to the 
Mexican Fund for Natural Disasters, or FONDEN. 
The $150 million is one of three tranches of the 

$360 million catastrophe bond, which was the 
largest such issue by Mexico to date. The 
remaining two tranches cover hurricanes from 

the Atlantic or Pacific Ocean. 
Mexico placed a $290 million bond in 2009 and a 
$315 million bond in 2012. In 2015, Mexico saw 
a 50 percent payout of the $100 million Class C 

tranche after Hurricane Patricia hit. 
 
(Editing by Sam Holmes) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
 

Puerto Rico 

Puerto Rico benchmark bond drops to 

record low after Trump remark  

04-Oct-2017  
By Daniel Bases 

NEW YORK, Oct 4 (Reuters) - Puerto Rico's 

benchmark general obligation bonds fell on 
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Wednesday, hitting a record low, after U.S. 
President Donald Trump suggested late on 

Tuesday that the island's massive debt load 
will have to be wiped out because of 
devastation caused by Hurricane Maria. 

The bond due in July 2035, the island's most 
recent benchmark debt issue, dropped by 6.5 
cents to 37.5 cents on the dollar in late trade on 
Wednesday. Trading volumes surged to $183 
million, nearly three times the combined volume 

of the prior nine days of activity. The price fell as 
low as 30.25 cents on the dollar at the start of 
the day. 
The bonds are in default and behave more like 
an equity as no change in yield accompanies 
their price movements. They carry a coupon of 8 
percent. 

Early on Wednesday, White House Budget 
Director Mick Mulvaney backed away from 
Trump's comments. The president was referring 
to Puerto Rico's need to fix its own debt issues 
through its oversight board, Mulvaney said in an 
interview on CNN. 

"I wouldn't take it word for word," Mulvaney said 
of Trump's comments. He later added in an 
interview on Fox Business Network: "So, I don't 
think you saw any indication there of a federal 
involvement in the bond situation in Puerto 
Rico." 
The U.S. House of Representatives Committee 

on Natural Resources said it will work to identify 
red tape and other bureaucratic hurdles to speed 

up Puerto Rico's recovery and rebuilding. 
Puerto Rico in May filed a form of bankruptcy 
under the federal 2016 rescue law known as 
PROMESA. The island's capital structure has 
18 public agencies owing a combined $120 
billion in bond and pension debt. 

"They owe a lot of money to your friends on Wall 

Street and we're going to have to wipe that out," 
Trump said in an interview with Fox News late 
on Tuesday after he toured the island. 
The 2035 bond has tumbled by more than 25 
cents on the dollar since Hurricane Maria 
devastated the U.S. territory last month.  

The storm knocked out power to the island's 3.4 
million residents, devastating the already 

dilapidated electric power infrastructure. The 
Puerto Rico Electric Power Authority (PREPA) 
declared bankruptcy under PROMESA in July. 
Restoring the grid after the worst storm to hit in 
nine decades would be a monumental task even 

for a well-run utility. It will be much harder for 
the chronically underfunded PREPA, with its 
mounting maintenance problems, years-long 
battles with creditors, a shrinking workforce and 
frequent management turnover. 
"We are going to get the electric going again. 
You know, that was a complete wipeout," Trump 

told Fox. 
The Federal Emergency Management Agency's 

latest briefing said it is still providing fuel to 
hospital generators, delivered over 5 million 
meals and over 5 million liters of water. 
Mobile phone services are still limited. The 

Federal Communications Commission reported 
86.3 percent of cellphone sites are still out of 

service, a slight improvement from Tuesday. 

PROMESA 
Last year, in a rare show of bipartisanship, 
the U.S. Congress passed the PROMESA law 
that created the Financial Oversight and 
Management Board to help the island 
negotiate with creditors. 

The law also created a mechanism known as 
Title III that allowed U.S. territories such as 
Puerto Rico to enter a form of bankruptcy, a 

financial tool the island did not have access to 
previously. 
"The status of the bonds that you heard the 
president mention this morning are actually 
inside the bounds of the PROMESA proceedings 
right now," Mulvaney said. 
"So those bonds are being dealt with, were 

being dealt with before the storm, will be dealt 
with after the storm through the PROMESA 
process," he added. 
For the firms that insure some, but not all, of 
Puerto Rico's various debt issues, the prospect 
of more federal money could lessen the amount 

of money they pay out, say analysts at BTIG 
Research. 
The losses on Wednesday for shares of AMBAC 
Financial Group, Assured Guaranty, and MBIA 
"should be viewed as a buying opportunity," 
BTIG said in a research note. 
Puerto Rico's governor, Ricardo Rossello, said in 

a news briefing that he was concerned with 
actions, not words, and with getting Puerto 

Ricans what they need. 
"As far as the comment made about wiping the 
debt clean, that is the opinion of the president," 
Rossello said, adding he could not comment 
because of the Title III judicial proceedings. 

Rossello, in a late interview with CNBC, 
addressed bondholders, saying, "We are all one 
right now." He added that the island needed to 
go to the U.S. Congress and "ask for a real aid 
package," in order to help get out of the 
emergency phase and start rebuilding the island. 

"That is better for all of the bondholders, all the 
stakeholders, and all the people of Puerto Rico," 
Rossello said.  
 
(Reporting By Dan Burns and Daniel Bases; Additional 
reporting by Eric Beech, Roberta Rampton, Susan 
Heavey and Doina Chiacu in Washington, and 
Stephanie Kelly in New York; Editing by Meredith 
Mazzilli and Jonathan Oatis) 
(( daniel.bases@thomsonreuters.com ; +1 646 223 
6131; Reuters Messaging: 
daniel.bases.reuters.com@reuters.net ; Twitter: 
https://twitter.com/djbases) ) 
 

Venezuela 

Kremlin says ready to discuss possible 

debt restructuring for Venezuela  

04-Oct-2017  
MOSCOW, Oct 4 (Reuters) - The Kremlin said 

on Wednesday it was ready to discuss the 
possible restructuring of Venezuela's debts to 
Russia if Caracas raised the issue in 
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forthcoming talks. 
Venezuelan President Nicolas Maduro earlier on 

Wednesday raised the possibility of his country's 

debt to Russia being restructured. Speaking at 
an energy forum in Moscow, Maduro said 
Caracas would meet all of its debt obligations 
however. 
Maduro is due to meet Russian President 

Vladimir Putin for talks later on Wednesday. 
"If this issue is raised by our Venezuelan 
partners, then certainly it will be discussed," 
Kremlin spokesman Dmitry Peskov told a 
conference call with reporters. "This issue 
certainly needs serious discussion." 
 
(Reporting by Dmitry Solovyov; Editing by Andrew 
Osborn) 
(( dmitry.solovyov@thomsonreuters.com ;)) 
©Thomson Reuters 2017. All rights reserved. 
 

AFRICA 
 

Algeria 

Algeria plans to increase budget 

spending by 25 pct in 2018  

05-Oct-2017  
By Hamid Ould Ahmed 
ALGIERS, Oct 5 (Reuters) - Algeria plans to 

increase state spending by 25 percent in 2018 
after two years of falling expenditures, the 
presidency said on Thursday, despite growing 
financial pressure due to a fall in energy 
earnings. 

The government expects a budget deficit of 9 
percent of gross domestic product in 2018, up 
from the 8 percent forecast for this year but 
down from 14 percent in 2016, the presidency 

said in a statement after a cabinet meeting. 
The OPEC member North African country's 
energy revenues have more then halved since 
crude oil prices started falling in mid-2014. In 
2016 and 2017 Algeria cut budget spending. 
Oil and gas sales account for 60 percent of the 

budget and 95 percent of total exports. 
In a bid to ease financial pressure, the 
government has drafted amendments to the 
Money and Credit Law to allow the central 
bank for the first time to lend directly to the 
public treasury to finance budget deficits and 
internal public debt and provide resources for 
the National Investment Fund. 

This type of "exceptional funding" will be 
implemented for five years and "accompanied by 

economic and financial structural reforms," the 
government has said. 
The rise in spending for next year will help 
launch delayed projects in the education, health 
and water resources sectors and cover subsidies 

for housing and basic foodstuffs, including 
cereals, cooking oil and sugar, the statement 

said. 
The extra spending will also be used to settle 
delayed payments for foreign and local firms 
mainly in the construction sector. 

In addition to a wealth tax, the government 

plans more taxes on some products, the 

statement said without elaborating. 
The plans still need final approval from 
parliament, where President Abdelaziz 
Bouteflika's backers have an overwhelming 
majority. 
Algeria has frozen several projects and 

companies have repeatedly complained about 
unpaid bills after the government reduced 
spending. 
It cut spending for this year by 14 percent after 
a 9 percent reduction in 2016, while raising 
prices for some subsidised products including 

gasoline, diesel and electricity. 
The presidential statement also confirmed plans 
to launch Islamic financial services in 2018 as 

part of steps to diversity funding sources for the 
oil-reliant economy. 
 
(Reporting by Hamid Ould Ahmed; Editing by Ulf 
Laessing and Gareth Jones) 
(( hamid.ouldahmed@thomsonreuters.com )) 
 
 

Congo 

Congo Republic public debt around 

$9.14 bln, or 110 pct of GDP  

04-Oct-2017  
ABIDJAN, Oct 4 (Reuters) - Congo Republic's 

public or publicly guaranteed debt stood at 
5.329 trillion CFA francs, or around $9.14 
billion, at the end of July, the International 
Monetary Fund said at the end of an 
assessment mission on Wednesday.  

The amount, which equates to around 110 

percent of the oil producer's gross domestic 
product, does not include debt currently under 
litigation, it said.  
 
(Reporting by Joe Bavier; Editing by Chris Reese) 
(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
 
 

Egypt 

Egypt considers only European banks 

for euro bond  

02-Oct-2017  

LONDON, Oct 2 (IFR) - Egypt is considering 

hiring only European banks for its 
forthcoming euro bond deal, according to 
sources. 

The sovereign is likely to issue a bond between 
€1bn and €2bn before the end of 2017, two 
ministry sources told Reuters last month, as it 

seeks to diversify its funding sources. 

Egypt was last in the international bond market 
in May when it reopened three US dollar bonds 
to raise US$3bn. 
The bookrunners on that deal were BNP Paribas, 
Citigroup, JP Morgan and Natixis. Those were 
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the same four banks on a US$4bn trade in 

January when the three US dollar bonds were 

originally sold. 
Egypt's ministry of finance did not immediately 
respond to requests for comment. 
 
(Reporting by Sudip Roy; editing by Philip Wright) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; Reuters Messaging: 
sudip.roy.thomsonreuters.com@reuters.net )) 
 
 

Egypt expects to issue dollar-

denominated Eurobonds in Jan-Feb  

03-Oct-2017  
CAIRO, Oct 3 (Reuters) - Egypt plans to issue 

dollar-denominated Eurobonds between 
January and February next year rather than in 
November, followed by a euro-denominated 
issue later, Finance Minister Amr El-Garhy 
said on Tuesday. 

The minister said tax revenues grew to 464.4 
billion Egyptian pounds ($26.3 billion) in the 
fiscal year 2016-2017 from 352.3 billion pounds 
($20 billion) a year earlier while total 

government revenues were 659.2 billion pounds 
for the year versus 491.5 billion a year earlier. 
 
($1 = 17.6300 Egyptian pounds) 
(Reporting by Arwa Gaballa; Writing by Patrick 
Markey; Editing by Robin Pomeroy) 
(( pat.markey@thomsonreuters.com ; 
+201069699524; Reuters Messaging: 
pat.markey.thomsonreuters.com@reuters.net )) 
 
 

Ivory Coast 

Moody's says Côte d'Ivoire's credit 

profile reflects economy's high growth 

prospects  

05-Oct-2017  
Oct 5 (Reuters) - Moody's: 
Moody's says Côte d'Ivoire's credit profile 
reflects economy's increasing diversification 
and high growth prospects. 

Moody's says the stable outlook on the rating 
reflects moody's expectation of balanced upside 
and downside risks for Côte d'Ivoire. 

Moody's says while challenges to Côte d'Ivoire's 
political stability could rise ahead of election in 
2020, Moody's believes the risks likely to be 
contained. 
Moody's says Côte d'Ivoire's political stability 
strengthened through "good relationships" 

government has with international community, 
particularly France. 
 
( Bangalore.newsroom@thomsonreuters.com; ) 
 
 

Kenya 

Moody's places Kenya's B1 rating on 

review for downgrade  

02-Oct-2017  

Oct 2 (Reuters) - Moody's- 
Moody's places Kenya's B1 rating on review 
for downgrade. 
Moody's says expects Kenya's government 
debt burden will continue to rise due to 
persistently high primary deficits and 
borrowing costs. 

Moody's says placed Kenya's rating on review 
due to persistent primary deficits, high 
borrowing costs continue to drive government 
indebtedness higher, among other factors. 
Moody's says decision to place Kenya's rating on 
review for downgrade was partly prompted by 
uncertainties weighing over future direction of 

policies. 

Moody's says placed Kenya's rating on review 
also due to government liquidity pressures risk 
rising in the face of increasingly large financing 
needs. 
 
( Bangalore.newsroom@thomsonreuters.com; ) 
 
 

Nigeria 

Nigeria plans Eurobonds, still in loan 

talks with World Bank  

03-Oct-2017  

By Chijioke Ohuocha 
ABUJA, Oct 3 (Reuters) - Nigeria will issue at 

least a $2.5 billion Eurobond this year and is 
still in talks with the World Bank for 
concessionary loans, the head of the Debt 
Management Office (DMO) told Reuters on 
Tuesday in an interview. 

Patience Oniha, director general of the Debt 
Management Office said Nigeria would issue 
$2.5 billion Eurobond which would take the 
proportion of its foreign debt close to 40 
percent, up from 23 percent, a target its 
working on as part of its medium-term plan. 

Nigeria expects a shortfall of $7.5 billion for its 
2017 budget, which it plans to raise in foreign 
loans from the World Bank and from offshore 

markets. 
Oniha said last week she was hoping to issue the 
bond by mid-November. The DMO is working 
with Citigroup, Standard Chartered Bank and 
Stanbic IBTC Bank on the issue. 
"We would look to tap markets once conditions 
are favourable and pricing is right. It will start 

with $2.5 billion which is earmarked in the 
budget this year," she told Reuters in an 
interview. 
"Our preference is for long-term but it would 
staggered."  
Nigeria sold a total of $1.5 billion Eurobond in 
the first quarter. 

Oniha said the DMO is also considering 
Eurobonds or syndicated loans for $3 billion to 
repay part of a local treasury bill holding worth 
2.7 trillion naira ($8.8 billion).  
"The other option is to do a bond exchange for 
domestic debt," Oniha said without giving a time 
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frame. 

"It would need approval from parliament and we 

want to do the paperwork pending market 
condition." 
Nigeria's economy grew in the second quarter, 
climbing out of recession as oil revenues rose, 
but the pace of growth was slow, suggesting the 
recovery remains fragile. 

The debt chief said talks were ongoing with the 
World Bank for a $1.6 billion loan but Nigeria's 
reclassification to a lower middle income country 
following a 2014 rebasing of its economy has 
capped its borrowing limit for concessionary 
loans. 

She said some projects approved by the World 
Bank before the reclassification were still 
accessing funds. 
Oniha said the DMO was looking at ways to 
finance infrastructure as against relying on 
government, citing the debut 100 billion naira 
sukuk issued last week. 
"We want to diversify our funding so that we 
are not dependent on one source. We would 
encourage off-balance sheet financing to 

reduce debt and interest rate as a way to fund 
infrastructure," she said. 

Nigeria needs to overhaul its infrastructure, from 
airports to roads, bridges, power plants to help 
diversify its oil-depedent economy. Oniha said 
this would also help boost exports, government 
revenues and increase its ability to service debt.  

 
($1 = 305.75 naira) 
(Reporting by Chijioke Ohuocha Editing by Jeremy 
Gaunt) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

Nigeria to raise 270-330 bln naira in 

bonds in Q4  

04-Oct-2017  
LAGOS, Oct 4 (Reuters) - Nigeria plans to raise 

between 270 billion naira and 330 billion 
naira ($857 million - $1.1 billion) in local 
currency-denominated bonds in the fourth 
quarter, the Debt Management Office (DMO) 
said on Wednesday. 

The debt office said it would auction between 

135-165 billion naira worth of bonds maturing in 
2021 and the same amount of the debt maturing 
in 2027. 
In its latest issuance calendar, the debt office 
said the bonds will be re-opened from 
previously issued debt. 

Nigeria expects a shortfall of $7.5 billion for its 
2017 budget, which it plans to raise in foreign 

loans from the World Bank, offshore and 
domestic markets. 
 
($1 = 315.00 naira) 
(Reporting by Chijioke Ohuocha) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 

 

Rwanda 

Moody's says Rwanda's credit profile 

challenges include large external 

imbalances  

02-Oct-2017  
Oct 2 (Reuters) - Moody's on Rwanda:  
Says Rwanda's credit profile reflects 
institutional strength and growth potential; 
challenges include external imbalances. 

Says Rwanda has "high susceptibility" to event 

risk, driven by political risk. 
Says expects 2017 growth to remain at similar 
pace to seen in 2016, before picking up in 2018 
thanks to construction activity related to 

Bugesera airport. 
Says does not expect domestic political tensions 
to emerge in near-term. 

Says Rwanda remains exposed to the sudden 
withdrawal of donor funding. 
Says lack of visibility about a political alternative 
to incumbent president raises succession risk in 
future for Rwanda. 
 
(Bangalore.newsroom@thomsonreuters.com;) 
 

EMERGING MARKET 

 

Emerging markets to lure over $1 

trillion in foreign investment in 2017  

03-Oct-2017  
By Dion Rabouin 
NEW YORK, Oct 3 (Reuters) - Emerging 

markets will draw $1.1 trillion of capital flows 
from non-resident investors this year, the 
Institute of International Finance said in a 
report released on Tuesday, ramping up its 
estimates from earlier this year as a result of 
increasing global risk appetite and economic 
growth. 

It will mark the first time since 2014 that the 
asset class will see more than $1 trillion of 

capital flows from foreign investors. The group 
also projects investment will grow to $1.2 trillion 
in 2018 as growth continues. 
"With global growth broadly based and inflation 
still subdued, global risk appetite has been near 
post-crisis highs," said Hung Tran, IIF's 
executive managing director. "Moreover, growth 

is accelerating more quickly in emerging 
markets than in mature markets — typically a 
big pull factor for EM investors." 
Tran also noted that stronger-than-
anticipated portfolio inflows to debt, equity 
and banking helped drive the group's upward 
revision from $970 billion projected in June.  

That projection was $290 billion higher than its 

first estimate this year in February, shortly after 
U.S. President Donald Trump took office. The 
organization listed possible American 
protectionism as its top threat to emerging 
market portfolio flow growth. 



 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  21 

This marks a recovery to 4 percent of emerging 

market gross domestic product (GDP) from just 

1.5 percent of GDP in 2015, IIF noted in the 
report, though that is still well below the pre-
crisis peak of 9 percent of GDP.  
Nearly all components that make up capital 
flows have risen in 2017, led by the doubling of 
portfolio debt inflows. Monthly portfolio inflows 

averaged $23 billion in the first nine months of 
2017, almost double the $12 billion per month 
average during the same period in 2016.  
"With EM external debt issuance at record 
highs and search-for-yield flows still a big 
factor, we expect portfolio debt inflows to rise 
from $102 billion in 2016 to $242 billion in 
2017," Emre Tiftik, IIF's deputy director, 
global capital markets, said in the report. 

Capital inflows from non-residents had fallen to 
a 12-year low in 2015. 
Another major reason for the increase is the 
large reduction in emerging market resident 
outflows, mainly from China. IIF now anticipates 
2017 will see net total emerging market inflows. 
Outflows from China, the world's second-largest 

economy, which leads EM economies in capital 
leaving local markets, rose to a record $725 
billion last year. 
 
(Reporting by Dion Rabouin; editing by Diane Craft) 
(( Dion.Rabouin@thomsonreuters.com ; +1 646 223 
5946; Reuters Messaging: 
dion.rabouin.reuters.com@reuters.net )) 
 
 

Emerging market inflows fall to lowest 

since January  

03-Oct-2017  
By Dion Rabouin 
NEW YORK, Oct 3 (Reuters) - Foreign investors 

cut capital flows to emerging market debt and 
equities in September for the second straight 
month, reducing inflows to $14.5 billion as 
caution about the U.S. Federal Reserve's path 
of interest rate hikes has slowed flows, a 
survey from the Institute of International 
Finance showed on Tuesday. 

The estimate marks the lowest level of inflows 

since January's $13.2 billion reading and is a 
little more than $1 billion lower than August's 

levels. 
Emerging market stocks posted net outflows 
for the second month in a row, with $2.7 
billion of capital flowing out from equities 
while emerging market debt saw $17.2 billion 
of inflows. 

In the third quarter there were $41 billion in 
total inflows to emerging markets, making it the 

weakest quarter since what IIF termed the 
“Trump tantrum” in the fourth quarter of 2016.  
Despite the slowdown of investment and 
outflows from equity markets, September 
marked the 10th consecutive month of positive 

inflows for emerging markets overall. Emerging 
Asia led inflows, followed by Latin America. 

IIF also reported this week that the seven-day 
moving average for its daily flows measure 
dropped to its lowest level since the U.S. 

election in November, noting that emerging 

market flows have been under pressure in 

recent weeks as the dollar strengthens and bond 
yields rise. 
"Available daily data suggest that flows were 
particularly strong in the first half of the month 
but have weakened significantly since the 
(Federal Open Markets Committee) meeting," IIF 

said in a statement.  
The Fed announced it would begin to unwind its 
$4.5 trillion balance sheet at the conclusion of 
its Sept. 19-20 policy meeting. 
 
(Reporting by Dion Rabouin; Editing by Jonathan 
Oatis) 
(( Dion.Rabouin@thomsonreuters.com ; +1 646 223 
5946; Reuters Messaging: 
dion.rabouin.reuters.com@reuters.net )) 
 
 

Emerging markets rally with dollar 

bond premia at new 3-yr low  

04-Oct-2017  
By Claire Milhench 

LONDON, Oct 4 (Reuters) - Emerging markets 

extended gains on Wednesday, with equities 
rising half a percent and sovereign dollar debt 
yields at a new three-year lows, underpinned 
by buoyant economic data worldwide and a 
dollar retreat. 

The dollar and U.S. Treasury yields slipping off 
multi-week highs also helped, while expectations 

of relatively slow policy tightening process by 

the the U.S. Federal Reserve keeps money 
flowing into emerging market funds.  
Average yield spreads on emerging sovereign 
bonds over U.S. Treasuries was at 284 basis 
points (bps), the lowest level since September 
2014, narrowing 56 bps since the start of the 

year.  
"If U.S. (Treasury) yields fail to move 
meaningfully higher, this momentum can 
drive EM spreads another 20-30 bps lower 
this year, beating all expectations when we 

started 2017," Simon Quijano-Evans, emerging 
markets strategist at Legal & General 
Investment Management, told clients. 

MSCI's benchmark emerging stocks index rose 

0.5 percent in a fourth straight day of gains, still 
supported by strong factory activity data from 
the world's second largest economy China and 
emerging Europe, reflecting a broad export 
boom. 
The Hong Kong bourse hit its highest since May 

2015, up 0.6 percent, extending Tuesday's 2.2 
percent gains which were partly driven by 
China's weekend decision to cut the amount of 
cash some banks must hold as reserves, 
boosting Chinese banks and insurers.  
Chinese mainland markets are closed for a 
week-long holiday.  

Indian shares rose 0.5 percent and the rupee 
firmed 0.3 percent as the central bank held rates 
at 6 percent as expected. While economic 
growth is slowing, inflation is at a five-month 
high, threatening the bank's target.  
"Economic fundamentals suggest that there 

mailto:Dion.Rabouin@thomsonreuters.com
mailto:dion.rabouin.reuters.com@reuters.net
mailto:Dion.Rabouin@thomsonreuters.com
mailto:dion.rabouin.reuters.com@reuters.net
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exists an easing bias in the monetary policy. 

However, central bankers are likely to reserve 

some ammunition today, citing the reason of the 
recent pick-up in inflation," Commerzbank 
wrote. 
Indian 10-year yields stand just off four-month 
highs. 
The Polish central bank is also likely to keep 

rates steady at a record low 1.5 percent and the 
zloty firmed 0.4 percent against the euro. 
Liam Carson, emerging Europe economist at 
Capital noted that inflation had surprised to the 
upside last month and predicted inflation to 
breach the 2.5 percent target in early-2018. 

"That should be enough to persuade some of the 
more dovish members to turn more hawkish and 
that will prompt the start of the tightening 

cycle," he added. 
The rouble strengthened 0.3 percent, helped by 
data showing Russia's services sector hit a 
three-month high in September while South 

Africa's rand firmed 0.4 percent, climbing off a 
six-month low hit on Tuesday. 
The rand was helped up by dollar weakness, 
overshadowing data showiong private sector 
activity shrinking at the fastest rate in 17 
months.  
 
(Reporting by Claire Milhench; graphic by Sujata Rao; 
Editing by Toby Chopra) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
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