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ASIA 
 

China 

Foreign investors increase Chinese 

debt holdings in May  

05-Jun-2017  
By Andrew Galbraith 
SHANGHAI, June 5 (Reuters) - Foreign 

investors increased their holdings of Chinese 
government bonds for the third straight 
month in May, official data showed, but 
remained unmoved by the formal approval of 

a scheme to improve access to the country's 
bond market. 

Overseas investors' holdings of Chinese treasury 

bonds rose 5.06 billion yuan ($743.9 million) in 
May, raising total holdings to 429 billion yuan, 
according to Reuters calculations based on data 
from China Central Depository and Clearing Co 
(CCDC), the official bond clearing house. 
Foreign investors increased their holdings of 

all types of Chinese debt by 2.3 billion yuan in 
May to 774.6 billion yuan. Foreign holdings of 
Chinese debt have decreased by 4.2 billion 
yuan since the beginning of the year. 

The data appear to show little impact on foreign 

investors from the formal approval on May 16 of 

a long-awaited "Bond Connect" programme to 
allow foreign investors to participate in China's 
bond market more easily. 
The notice of approval by Hong Kong and 
Chinese regulators said that trading would 
commence with "northbound" trading only, 
meaning that only foreign and Hong Kong 

investors would be able to trade in Chinese 
bonds initially. It said that the launch date of the 
scheme would be unveiled later. 
A trader at a state-owned bank in Shanghai said 
it was unlikely that the news of the bond 
connect had influenced trading flows in May. 

"The decrease in the year to date may be 

because of the bond bear market on top of 
expectations of renminbi depreciation," he said. 
China's bond market was worth 66.9 trillion 
yuan, or about $9.8 trillion, at the end of April, 
the People's Bank of China reported. 
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Yields on benchmark 10-year Chinese 

government bonds were at 3.649 percent on 

Monday, nearly 99 basis points higher than lows 
hit in late October 2016. Bond yields move 
inversely to prices. 
The People's Bank of China (PBOC) has recently 
taken steps to lessen expectations that country's 
currency, the yuan, would depreciate. On May 

26, the central bank said it would introduce a 
"counter-cyclical factor", which it has not yet 
publicly defined, in its calculation of the yuan's 
daily midpoint fixing to lessen possible "herd 
effects" in the foreign exchange market. 
The PBOC set its daily midpoint for the yuan at a 

near seven-month high of 6.7935 on Monday, 
guiding the currency higher. Market participants 
saw an unexpected jump in the midpoint fixing 

on Thursday last week as in part motivated by 
the bank's resolve to counter depreciation 
expectations. 
 
($1 = 6.8 yuan) 
(Reporting by Andrew Galbraith; Editing by Nick 
Macfie) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith)) 
 
 

China must rein in rapid growth in local 

govt debt  

06-Jun-2017  
BEIJING, June 6 (Reuters) - China must rein in 

rapid build-up in local government debt and 
should implement reforms at the local level to 
raise transparency and let market forces play 
a bigger role, an influential government 
economist said on Tuesday. 

"We can't take a laissez-faire attitude toward 
local governments' excessive growth in debt," Li 

Yang, Chairman of the National Institution for 
Finance and Development, told a forum on 
regional development where researchers and 
media were in attendance. "We must reform." 
Global investors are increasingly worried about 
mounting debt in China, with continued efforts 

by authorities to stimulate the economy 

threatening to amplify the problem. 
Moody's Investors Service downgraded 
China's credit ratings in late May for the first 
time in nearly 30 years, saying it expects the 
financial strength of the world's second-
largest economy will erode in coming years as 
growth slows and debt continues to rise. 

Li said local government debt between 17.5 
trillion yuan to 21.3 trillion yuan ($2.6 trillion to 

$3.1 trillion) by the end of 2016, which 
accounted for about 23 percent to 28 percent of 
the country's gross domestic product (GDP). 
Local governments have come up with "new 
tricks" to raise funds in the past two years after 

their debt-issuance was somewhat restricted 
with the passing of a new budget law in 2015, Li 

said.  
The new channels included setting up the so-
called government-led funds to lure private 

money of questionable source for state 

investment. Meanwhile, some local governments 

have stretched their fiscal budget, and even 
used "maintaining social stability" as a political 
cause to ask for central monetary support, Li 
said. 
He called for reforms to limit the hand of 
government at the local level - by giving 
market forces and private investments a more 

decisive role - and added that local 
governments should be required to increase 
fiscal transparency and stick to their fiscal 
budgets. 

While criticising Moody's for its "unreasonable 
downgrade" on China, Li said local governments 
could get some pointers from credit ratings. 
"From another perspective, some people say an 

institution that always finds fault with you can 
force you to see your own problems," he said. 
Beijing has rolled out tighter controls on new 
local government debt issuance amid an 
intensifying crackdown on its bubbly financial 
sector this year to help ward off debt risks.  
China's structural reforms will slow the pace of 

its debt build-up but will not be enough to arrest 
it, and another credit rating cut for the country 
is possible down the road unless it gets its 
ballooning credit in check, officials at Moody's 
said. 
 
($1 = 6.7965 Chinese yuan) 
(Reporting by Yawen Chen and Ryan Woo; Editing by 

Jacqueline Wong) 
(( yawen.chen@thomsonreuters.com ; +86 10 6627 
1207; Reuters Messaging: 
yawen.chen.thomsonreuters.com@reuters.net )) 
 
 

India 

India Bonds Turn Lower As Investors 

Await MPC Meeting  

05-Jun-2017  
By Asmita Dey  
NewsRise 
MUMBAI (Jun 05) -- Indian government bonds 

dropped in afternoon trade, erasing early 
gains, as caution ahead of the commencement 

of the Monetary Policy Committee’s two-day 
meet tomorrow damped investor appetite. 

The benchmark 6.79% 2027 bond fell to 101.08 
rupees, yielding 6.64% at 1:14 p.m. in Mumbai, 
against 101.19 rupees and a yield of 6.62% at 
the previous close on June. 2. Earlier in the day, 
it had risen to 101.33 rupees. 
“There is some profit booking by traders as the 

market is nervous ahead of the policy,” a trader 
with a primary dealership said. “The cash 
management bills auction is also a dampener to 
some extent.” 
The MPC will release its policy statement on Jun. 

7. A Reuters poll estimates the panel to maintain 

status quo on rates but deliver a less hawkish 
statement on benign inflation. 
Its key gauge of consumer price index-based 
inflation eased to a multi-year low of 2.99% in 

mailto:Andrew.Galbraith@tr.com
rm://andrew.galbraith.thomsonreuters.com@reuters.net/
https://twitter.com/apgalbraith
mailto:yawen.chen@thomsonreuters.com
rm://yawen.chen.thomsonreuters.com@reuters.net/
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April against a five-month high of 3.81% in 

March. Analysts also peg core CPI to have cooled 

to 4.5% from 4.9% in March. 
The market also firmed bets on a dovish MPC 
after Asia‟s third-largest economy registered 
dismal growth in the fourth quarter of the last 
fiscal year ended Mar. 31. The full-year growth 
for 2016-17 came at 7.1%, decelerating from a 

revised 8% in the 2015-16 fiscal. 
“The Reserve Bank of India is in a tight spot 
given the evolving growth-inflation mix,” DBS 
Bank said. 
Some of the potential upside risks to inflation 
highlighted in April have since receded, DBS 
said, citing likelihood of a normal southwest 
monsoon and contained imported pressures, 

and the fact that bulk of the inflation basket 
has been kept out of the ambit of the 
proposed Goods and Services Tax. 

“But the key question here is whether these are 
reasons enough for the central bank to resume 
rate cuts,” DBS said. “A forward-looking 
approach might deter RBI from lowering rates 
this week.” 

Concerns of faster price gains prompted the MPC 
to shift stance to neutral in February. A panel 
member had further hinted at rate hike in the 
April minutes to ward off a hardening inflation. 
Meanwhile, the RBI is auctioning 300 billion 
rupees of 63-day cash management bills today. 
It had sold 77-day bills for a similar amount last 

week. 

The government expects to issue more such 
securities between June and August as 
expenditure outpaces revenue following early 
passage of the annual federal budget, two senior 
finance ministry officials told NewsRise on May 

31. 
Bonds had gained in early trade tracking a dip in 
U.S. treasury yields as lacklustre non-farm 
payroll numbers raised doubts over the health of 
the world‟s largest economy and raising doubts 
whether the Federal Reserve will raise rates in 
the second half of the year. 

The yield on the U.S. 10-year note slid to 2.16% 
on Jun. 2 against a peak of 2.64% hit in 
December after Fed‟s faster-than-expected pace 

of rate increase projection. 
The Fed, however, is widely expected to raise 
rates at its Jun. 13-14 meeting. 
The benchmark Brent crude oil contract was at 

$50.22 per barrel against $49.95 at previous 
close. India imports 80% of its crude oil 
requirements. 
India‟s inflation is expected to remain under 
control, but growth and investment need to 
improve, Finance Minister Arun Jaitley said in a 

television interview. 
“If the economy continues to grow at around 8 
per cent, the employment sector will also grow,” 
Jaitley told CNBC-TV 18 network. 

 
By Asmita Dey; asmita.dey@newsrise.org; 91-22-
61353300 
Edited By Murukesh Krishnan 
Send Feedback to feedback@NewsRise.org 
Copyright (c) 2017 NewsRise Financial Research & 

Information Services LLP 
 
 

India Bonds Likely Higher As Monetary 

Policy Boosts Appetite  

08-Jun-2017  
By Mrigank Dhaniwala  

NewsRise 
MUMBAI (Jun 08) -- Indian government bonds 

will likely edge higher, after the Monetary 
Policy Committee lowered its inflation 
projections and unveiled a less-hawkish 
statement, raising optimism the panel will 
ease interest rates in coming months. 

The yield on the benchmark 6.79% bond 
maturing in 2027 is likely to trade in a 6.53%-

6.58% band today, a dealer with a private bank 

said. The bond had closed at a record high of 
101.64 rupees, yielding 6.56%, yesterday. The 
benchmark yield fell seven basis points, its 
biggest drop since May 22. 
“Traders may sell some stock due to the rally 
yesterday but will keep adding new positions, as 

the sentiment is positive,” the dealer said. 
“Meanwhile, focus will now be on global events 
like the U.K. polls and U.S. Federal Reserve 
policy meeting next week.” 
India‟s rate-setting panel kept its benchmark 
policy repurchase rate unchanged at 6.25% 

yesterday, and stuck to its 'neutral' stance. 
However, the panel lowered its inflation 

projection to 2.0%-3.5% for the first half of this 
fiscal year from the earlier 4.5%. The projection 
for the second half was brought down to 3.5%-
4.5% from the earlier 5.0%. It also lowered its 
gross value added growth forecast for this fiscal 

year to 7.3% from 7.4%. 
The central bank will act on a „broader 
accommodation‟ if data so warrant, Reserve 
Bank of India Deputy Governor Viral Acharya 
said. 
The decision to stay pat invited some 
unusually strong comments from the finance 

ministry’s chief economic adviser, who said 
the current trend of ‘benign’ inflation and its 
outlook, coupled with broader macroeconomic 
conditions, warranted ‘substantial monetary 
easing’. 

“I think there is a plausible alternative macro-
economic assessment,” Arvind Subramanian told 
reporters in New Delhi. “In this view, inflation 
forecast errors have been large and systemically 

one-sided in overstating inflation. In this view, 
the inflation outlook has been rendered benign 
by an appreciating exchange rate, a good 
monsoon, and a capping of oil prices by 
structural shifts.” 
India‟s weather department has forecast a 
normal monsoon this year. The June-September 

rainfall is significant for the overall economy 
because it accounts for 70% of the precipitation 

in a country where nearly 60% farmlands 
depend on these annual showers for irrigation. 
Investors are closely tracking key events such as 
the U.K. elections, European Central Bank‟s 
policy review and former U.S. FBI Director 
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James Comey's testimony to Senate Committee, 

all scheduled for today. A recent opinion poll 

gave British Prime Minister Theresa May‟s 
Conservative Party a lead over her opposition in 
the election, according to Reuters. 
Also, the U.S. Fed reviews its monetary policy on 
Jun. 13 and Jun. 14 and is widely expected to 
tighten rates. 

KEY FACTORS: 
*U.S. Treasury prices were lower, with the yield 
on the 10-year note at 2.18% 
*Benchmark Brent crude oil contract at $48.06 
per barrel against $50.12 previous close 
*RBI Governor Urjit Patel likely to appear before 

Parliamentary panel 
*Junior Finance Minister Arjun Ram Meghwal at 
an event 

*India's Chief Economic Adviser Arvind 
Subramanian to speak at ICRIER event. RBI 
Deputy Governor Viral Acharya to also speak at 
this event at 5:45 pm 

*Moody's & ICRA media briefing 
*RBI to set underwriting fees for weekly auction 
of bonds worth 150 billion rupees 
*RBI to conduct 7-day, 14-day and 28-day 
variable rate reverse repo auctions 
 
By Mrigank Dhaniwala; 
mrigank.dhaniwala@newsrise.org; +91-22-61353306 
Edited By Shreejay Sinha 

Send Feedback to feedback@NewsRise.org 
Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indonesia 

Indonesia's 2017 budget deficit 

estimated at 2.5 pct of GDP   

05-Jun-2017  
JAKARTA, June 5 (Reuters) - Indonesia's 2017 

state budget deficit is seen widening to 2.5 
percent of GDP from 2.41 percent in current 
plan, Finance Minister Sri Mulyani Indrawati 
told reporters on Monday. 

Indrawati is expected to present a revised state 

budget to parliament this month, with economic 
growth seen topping the government's 5.1-5.3 
percent target range. 
The 2016 fiscal deficit was 2.49 percent of GDP.  
 
(Reporting by Gayatri Suroyo; Writing by Fransiska 
Nangoy; Editing by Simon Cameron-Moore) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Fitch Rates Indonesia's JPY Bonds 

'BBB-'  

06-Jun-2017  
HONG KONG, June 06 (Fitch) Fitch Ratings has 

assigned Indonesia's Japanese yen-
denominated bonds a final rating of 'BBB-'. 
The bonds will mature in June 2020 (JPY40 
billion), 2022 (JPY50 billion) and 2024 (JPY10 

billion). The final rating replaces the expected 

rating of 'BBB-(EXP)' that Fitch assigned on 31 

May 2017. 
KEY RATING DRIVERS 
The bond rating is in line with Indonesia's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) of 'BBB-' with a Positive Outlook. 
RATING SENSITIVITIES 

The rating would be sensitive to any changes in 
Indonesia's Long-Term Foreign-Currency IDR. 
Fitch affirmed Indonesia's Long-Term Foreign-
Currency IDR at 'BBB-' and revised the Outlook 
to Positive from Stable in December 2016. The 
Long-Term Local-Currency IDR is also 'BBB-' 

with a Positive Outlook. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

Indonesia sells 14 trln rupiah bonds at 

auction, above target  

06-Jun-2017  
JAKARTA, June 6 (Reuters) - Indonesia's 

finance ministry sold 14 trillion rupiah ($1.05 
billion) of bonds at an auction on Tuesday, 
above the indicative target of 12 trillion 
rupiah. 

Total incoming bids were worth 33.60 trillion 
rupiah, lower than the 43.87 trillion rupiah 

received in the previous auction on May 23. 

The highest bid-to-cover ratio was 3.35 for the 
bonds maturing in May 2027. 
Following are results of the auction. Bids are in 
trillions of rupiah, yields are in percent. 
 
(Compiled by Nilufar Rizki in Jakarta; ; Editing by Biju 
Dwarakanath) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Maldives 

Maldives sees higher growth lowering 

future bond borrowing costs  

06-Jun-2017  
COLOMBO, June 6 (Reuters) - Strong economic 

growth in the Maldives is expected to help 
lower the nation's borrowing costs in future, 
the government said on Tuesday, after the 
Indian Ocean archipelago raised $200 million 

via a debut sovereign bond last week. 

The government issued the 5-year bond with a 
coupon of 7 percent, with Hong Kong-based 
BoCom International Holdings Co Ltd acting as 
the sole global coordinator for the offering. 
"The government thinks this is a fair coupon rate 

for international investors whilst remaining 
affordable for the Maldives. It is in fact a robust 

rate if we look at similar recent offerings," a 
government spokesperson said in a statement 
emailed to Reuters. 
The comments come after the main opposition 
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party described the coupon rate on the debut 

offering as high and that it could force up debt 

costs for private-sector borrowers. 
Responding, the government disputed that view. 
"Inaugural offerings command a premium – 
given they are an untested proposition on the 
international market. The Maldivian economy 
continues to grow stronger quarter on quarter. 

Given this, there is no reason why the Maldives' 
coupon rate will not go down on our next 
issuance." 
The Maldives' economy is expected to grow 
4.7 percent this year, faster than an estimated 
3.9 percent last year, according to official 
forecasts. 
The government said the "successful debut in 
the international bond market will open the 

door for public and private companies in the 
Maldives to tap into international markets" 
and diversify financing options for its 
corporates.  

"The bond will open up innovative financing 
options for resort developers, especially newer 
local companies to reach investors," it added. 
Though the Maldives has been mired in political 

unrest for years, the bond was twice 
oversubscribed last week. 
Asian investors bought 83 percent of the 
offering, with the rest bought by Europeans, 
official data showed. 
 
(Reporting by Shihar Aneez; Editing by Jacqueline 
Wong) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 

shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
 
 

Fitch Rates Maldives' Debut USD Bonds 

Final 'B+'  

07-Jun-2017  

HONG KONG, June 07 (Fitch) Fitch Ratings has 

assigned the Maldives' US dollar-denominated 
bonds a final rating of 'B+'. The USD200 
million bond issue with a coupon of 7.0% will 

mature on 7 June 2022. The final rating 

replaces the expected rating of 'B+(EXP)' that 
Fitch assigned on 30 May 2017. 
KEY RATING DRIVERS 

The bond rating is in line with the Maldives' 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) of 'B+' with a Stable Outlook. 
RATING SENSITIVITIES 
The rating would be sensitive to any changes in 
the Maldives' Long-Term Foreign-Currency IDR. 
Fitch assigned the Maldives a Long-Term 

Foreign-Currency IDR of 'B+' with a Stable 
Outlook in May 2017. The Long-Term Local-
Currency IDR is also 'B+'. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

 

Maldives launches its first global 

sovereign bonds  

07-Jun-2017  
NEW DELHI: In an effort to boost economy 

Indian Ocean nation of Maldives last week 
launched its first international sovereign 
bonds through Singapore Stock Exchange. 

"The response from the market was extremely 
encouraging: the order book was oversubscribed 
by double. With this strong debut, the 
government believes the bond will open the door 
for public and private companies in the Maldives 

to tap into international markets, " Maldivian 
government officials said. 
The success of this issue has shown this is a 
viable option for meeting the financial needs 
of the Maldives. This is an option we will 
continue to explore. Over 80% of the 
sovereign bond investors came from Asia. 
Through market based financing, the 
government is open to investors from all over 
the world – including our partners in India, 

according to the officials quoted above. 

The bond investors include asset managers and 
banks from both Asia and Europe. The 
government believes successful issuance 
demonstrates the confidence and willingness of 
investors from across the world to partner in the 
development journey of the Maldives. 
The $ 200 million 5-year maturity bond has a 

coupon rate of 7% per annum. The rate is 

comparable to the rates received by other debut 
sovereign bond issues, and recent emerging 
market bond issues of sovereigns with a similar 
credit ratings as the Maldives. The bond was 
rated B2 by Moody's Investors Services and B+ 

by Fitch Rating, in line with their respective 
sovereign credit ratings for the Maldives. The 
government gives the assurance that it will 
continue to take the steps identified by the 
rating agencies to improve the country's credit 
ratings and to generate greater investor 
confidence and a lower yield on the bond. 
"The government is very pleased with this 
sound expression of confidence in the 
economic program we have pursued. Given 
this was our first international sovereign bond 
issuance, this is a superb result. This is as 
strong of an endorsement of economic policy 
as any government could hope for. 

With this debut bond issuance for the Maldives, 
the country has taken a significant step forward. 
The ability to raise financing from international 

markets indicates the maturity the country has 
reached since graduating from Least Developed 
Country (LDC) to a middle-income economy. 
It is testament to President Yameen's sound 
policy framework, diversifying the Maldivian 
economy and securing our citizens with a 

prosperous future. This is another stride in the 

right direction, " according to Maldives Minister 
of Finance and Treasury Ahmed Munawar. 
 
For Reprint Rights: timescontent.com 
Copyright (c) 2016 BENNETT,COLEMAN & CO.LTD. 
 

http://www.fitchratings.com/
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Malaysia 

Ringgit bonds in for record year  

27-May-2017  
A sustained recovery in Malaysia’s economy is 

driving the ringgit bond market to new 
heights, as borrowers look to capitalise on a 
rally in government bond yields and a rebound 
in foreign investment. 

Ringgit offerings since the start of 2017 have hit 
a record-busting M$37bn (US$8.6bn), smashing 
the M$27bn sold during the same period last 
year. 
The latest boost came from DanaInfra Nasional‟s 

M$4.5bn bond issue on May 17, and bankers 

expect more deals to add to the total. 
“Based on the pipeline for this couple of months, 
I think we could be set for a record volume this 
year,” said one debt syndicate banker. 
The issuance count does not include M$2.1bn 

Islamic bonds from Pengurusan Aset Air late last 
week, a M$1.2bn transaction for Bank 
Kerjasama Rakyat and a M$500m trade for 
Putrajaya the previous week. 
The pipeline includes a subordinated Tier 2 debt 
issue from RHB Bank in the near future. Over 
the medium term, bankers are expecting deal 

launches from the Selangor State Development, 
also known as PKNS, and Malaysian Resources. 
Elsewhere, property company Sunway has also 

registered a M$10bn Islamic programme with 
the Securities Commission, while FGV, formerly 
known as Felda Global Ventures, is targeting a 
M$1.5bn sukuk. 

“Corporates are pushing out to lock in current 
rates amid talk about hikes in the US Federal 
Reserve benchmark rates,” said the debt 
syndicate banker. 
“It is now a conducive environment – political 
uncertainties have been removed, and last 

year‟s noise about 1MDB has died down this 
year as it has addressed its debt burdens.” 
The 1MDB controversy, which found the 
sovereign wealth fund at the centre of several 
international money-laundering probes, raised 
political risk over the last two years. Prime 
Minister Najib Razak, however, not only 
survived the scandal, but has since solidified 
his control over the UMNO ruling party. 

A lift in economic prospects has also buttressed 

Najib‟s position. Real GDP in the first quarter 
confounded analysts with 5.6% year-on-year 
growth, improving from a 4.5% expansion in the 
fourth quarter of 2016. Analysts have raised 
their full-year forecasts as a result, with 
Maybank IB Research projecting 5.1% growth 
this year, far higher than its previous estimate 

of 4.4%. 
FOREIGN CONFIDENCE 
Foreign-investor confidence is also on the 
rise. Malaysian bonds registered net foreign 
fund inflows of M$6.8bn – mainly in 
government debt – in April, breaking a five-
month period of consecutive outflows. At the 
end of April, non-residents held 25.3% of the 

government bond market. 

A better bid-to-cover ratio of 2x was recorded 

for government bonds in April, compared with 

1.538x in March, according to Bank Negara 
Malaysia. 
Government bond yields have fallen sharply 
across the curve on increased demand. The 
five-year MGS yield was 3.55% on May 23, 
25bp down from 3.8% at the start of April. 
The 10-year yield fell 28bp to 3.86%, making 

it cheaper for issuers to raise funds. 

“The market is very hungry for bonds,” said an 
investor with an insurance company. 
“Those investors who missed the strong rallies in 
the MGS are now rushing for corporate bonds, 
which have so far lagged the MGS rally.” 
With political clouds clearing and the economy 

back on an even keel, there is widespread talk 
that Najib could call a general election soon 
before the August 2018 deadline. The last 
election in 2013 froze the bond market for 
weeks, and a similar thing could shorten the 
issuance window for borrowers. 
In the past few weeks, these factors have 

encouraged the emergence of issuers, including 
DanaInfra, which raised M$4.5bn in this year‟s 
largest bonds so far. 
Bankers said bonds sold to date were either 
government-guaranteed notes from quasi-
government agencies, or high-grade credits, 
such as CIMB Bank, Genting and YTL Power. 

This leaves room for more fundraisings from the 

infrastructure sector later in the year. Last 
year‟s anticipated M$10bn financing for the first 
phase of the Pan-Borneo highway did not take 
place, and could be pushed to this year instead. 
 
Ringgit bonds in for record year 
http://www.IFRAsia.com/pictures/web/k/d/f/03_parish
ilton_web.jpg 
©Thomson Reuters 2017. All rights reserved. 
 
 

Pakistan 

Moody's says Pakistan's re-assertion of 

commitment to moderate deficits is 

credit positive  

05-Jun-2017  
June 5 (Reuters) - Moody's :  
Moody's says Pakistan's re-assertion of 
commitment to moderate deficits is credit 

positive although targets are ambitious. 

Moody's on Pakistan says expect further revenue 
collection shortfalls and pressure to increase 
current spending before the 2018 general 
election. 
Moody's says commitment to moderate 
deficits is credit positive for Pakistan whose 
debt burden, gross borrowing requirements 
constrain sovereign rating. 

Moody's - Pakistan government's re-assertion of 
commitment to moderate deficits in FY2018 
budget is credit positive for sovereign, but level 
of execution risk is high. 
 



 

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 

  8 

(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Philippines 

Philippines eyes Panda, Samurai bond 

markets  

06-Jun-2017  
By Krishna Merchant 
SINGAPORE, June 6 (IFR) - The Republic of the 

Philippines is looking at the Panda and 
Samurai bond markets to diversify its funding 
sources, Treasurer Rosalia De Leon has told 
IFR in an interview.  

The country is planning to raise $200 million-

equivalent from a maiden issue of Panda bonds 

with maturities in a range of three to five years. 
"The Panda bond issuance is part of our 
diversification strategy," De Leon said. "If the 
pricing is competitive and within the range of the 
dollar market, we will consider Samurai bonds as 
well," she said on the sidelines of a Nomura 

conference in Singapore. 
Panda bonds are renminbi-denominated notes 
sold in China by foreign issuers, while 
Samurai bonds are yen-denominated bonds 
issued by non-Japanese entities in Tokyo.  

Panda bonds will complement the Philippines' 
financing requirements for building bridges, 
roads and railways, De Leon said. 

"Since it is going to be initial issuance, we are 

just raising a token amount to open the 
market,” she said. "The private sector would 
also want to tap into the renminbi onshore 
market." 
"Right now we are talking to the People‟s Bank 
of China and going through the approval 

processes in China and internally. We are having 
some discussions with potential underwriters 
and are also watching the developments in the 
Chinese onshore market," she said.  
"If the market is favourable, we will issue Panda 
bonds within a year," De Leon said, depending 

on approvals and market conditions. 
 
(Reporting by Krishna Merchant; Editing by Vincent 
Baby and Daniel Stanton) 
(( Krishna.Merchant@thomsonreuters.com ; +65 
64174544; )) 
 
 

Fitch: Philippine Tax Bill Supports 

Long-Term Fiscal Priorities  

07-Jun-2017  
HONG KONG/SINGAPORE, June 06 (Fitch) The 

tax package passed last week by the 
Philippines' House of Representatives should 
widen the tax base and boost revenue, says 

Fitch Ratings. It also demonstrates the 
administration's commitment to broader tax 

reforms that have the potential to improve fiscal 
stability and support an ambitious public 
investment programme. 
This package is the first component of a planned 
overhaul of the tax system that aims to raise 

revenue and achieve a simpler, more equitable 

and efficient system. A key goal of the overall 

tax reforms is to lower personal and corporate 
tax rates while expanding the tax base, resulting 
in a net positive gain to government revenue. 
The government has previously estimated that 
the full set of tax reform packages will together 
boost revenue by 2% of GDP by 2019, and it 

expects administrative measures that simplify 
tax bureaucracy to add another 1% of GDP to 
revenue over the same period. 
Low government revenue is currently a key 
weakness in the Philippines' fiscal profile - 
general government revenue was equivalent 
to just 22% of GDP at end-2016, compared 
with a median 30% for 'BBB' rated countries. 
The potential passage of proposed tax reforms 

was listed as a positive rating sensitivity 
when we last affirmed the Philippines' 
BBB/Positive rating in March. 

Some of the revenue-enhancing measures 
contained in this first bill were watered down to 
secure legislative passage, as was widely 
expected, and it still faces hurdles in passing the 
Senate, which could result in further 

compromises. Nevertheless, reported 
statements by the finance secretary imply the 
bill in its current form will add around 0.8% of 
GDP to revenue in 2018, not far from the 
government's original estimates of around 1% of 
GDP. Key provisions in the bill include a lowering 
of personal income tax rates, which should be 

more than offset by an increase in excise taxes 
on petroleum products and automobiles, an 
expansion of the VAT base, and the introduction 
of excise tax on sugar-sweetened beverages. 
Among the areas to be covered in subsequent 
planned reform bills are corporate, property and 

capital income taxes. The corporate tax rate is 
set to be reduced from 30% to 25%, which 
would bring it more into line with regional 
standards, while corporate tax provisions will be 
simplified in an attempt to increase compliance. 
The speed with which this first bill passed 
through the House - and President Duterte's 

intervention to give it a push over the line - 
suggests that tax reform is a priority for 

government. Indeed, tax reform is crucial to the 
rest of the administration's "10-Point 
Socioeconomic Agenda," which includes plans to 
ramp up investment in infrastructure, health, 
education and social protection. Infrastructure 

spending is targeted to rise by two percentage 
points to 7.4% of GDP by 2022. It will be 
difficult to fulfil these plans - and also keep the 
budget deficit within the 3% of GDP target - 
without a medium-term rise in the revenue/GDP 
ratio. 

 
Media Relations: 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 original article can be accessed at 
www.fitchratings.com. 
 

http://www.fitchratings.com/
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Qatar 

S&P says Qatar long-term rating 

lowered to 'AA-'; on watch negative 

after six Arab countries sever ties 

07-Jun-2017  
June 7 (Reuters) - S&P Global Ratings: 
•revises Qatar sovereign credit outlook to 
credit watch negative from negative; current 
rating is AA- 

•says Qatar long-term rating lowered to 'AA-'; 

on watch negative after six Arab countries sever 
ties 
•says lowering long-term rating on Qatar to 'AA-
' from 'AA' and placing it on credit watch with 

negative implications 
•says believe dispute with Arab countries will 
exacerbate Qatar's external vulnerabilities and 

could put pressure on economic growth, fiscal 
metrics 
•says do not expect potential outflow of 
nonresident deposits to pose immediate and 
significant issues for Qatar's banks 
•says Qatar's fiscal and current account deficits 

could widen as related revenues from regional 
trade diminish 
•says 'A-1+' short-term rating was affirmed 
•imposition of air travel restrictions could have 
significant implications for Qatar Airways' 

profitability 
•says currently no indication that Qatar's main 

trade partners (Japan, South Korea, China, and 
India) will reconsider existing trade 
arrangements 
•says expect economic growth to slow as 
corporate profitability is damaged because 
regional demand is cut off, investment is 
hampered 

 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Qatari bonds extend losses after S&P 

downgrade, CDS rise  

08-Jun-2017  
LONDON, June 8 (Reuters) - Qatari sovereign 

dollar bonds extended losses on Thursday to 
approach three-month lows and the cost of 
insuring exposure to the kingdom's debt rose 
to the highest level since mid-November, after 
a credit ratings downgrade. 

The Eurobond maturing 2026 fell 0.7 cents, 

according to Trade web data, to 97.7 cents in 
the dollar, the lowest level since mid-March.  
The 2027 dollar-denominated bond of Qatar's 
Ras Laffan Liquefied Natural Gas Company fell 
1.5 cents to 111.5 cents in the dollar. 
Data from IHS Markit showed five-year credit 

default swaps (CDS) for Qatar widened out 3 

basis points (bps) from Wednesday's close to 92 
bps, a seven-month high. 
S&P Global cut its rating by one notch to AA- 
from AA and put it on CreditWatch with negative 
implications, meaning there is a significant 

chance of a further downgrade. 
The move came after several Arab countries 
including Saudi Arabia and United Arab 
Emirates severed diplomatic relations with 
Gulf Cooperation Council (GCC) member Qatar 
while also suspending air, land and sea 
transport and imposing travel bans. 

Five year CDS for Saudi Arabia also rose 3 bps 
from Wednesday's close to 100 bps, the highest 
since end-March.  

 
(Reporting by Claire Milhench; editing by Sujata Rao) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
 
 

Qatar, Saudi CDS at fresh multi-mth 

highs 

09-Jun-2017  
LONDON, June 9 (Reuters) - The cost of 

insuring exposure to Qatari sovereign debt 
rose to 101 basis points on Friday - a fresh 
seven-month high - as a diplomatic crisis 
continued whilst the cost for Saudi Arabia 
touched new four-month highs. 

Five year credit default swaps for Qatar rose 
four basis points (bps) from Thursday's close to 

the highest since mid-November, according to 
data from IHS Markit. 
They are up 44 basis points since the start of the 
week when several Arab countries including 

Saudi Arabia and the United Arab Emirates 
severed diplomatic relations with Qatar, 

suspended air, land and sea transport, and 
imposed travel bans. 
Five year credit default swaps for Saudi Arabia 
also rose 4 bps from Thursday's close to 107 
bps, the highest level since early February. They 
are up 18 basis points from the start of the 
week.  

 
(Reporting by Claire Milhench) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
 
 

South Korea 

South Korea says extra budget aimed 

at job creation, not economic stimulus  

04-Jun-2017  
SEOUL, June 4 (Reuters) - An extra budget to 

be announced by South Korea on Monday is 
intended to create more jobs, not to boost 
economic growth, the president's secretary 

for policy said in a media briefing on Sunday. 

"This extra budget is not linked to economic 
growth we're seeing right now but rather the 
social classes that are in pain at the moment; it 

will be to improve their quality of life," said Jang 
Ha-sung to reporters. 
Jang, a veteran academic specialising in finance, 

was named top policy adviser to President Moon 
Jae-in last month. 
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(Reporting by Christine Kim; Editing by Kim Coghill) 
(( christine.kim@thomsonreuters.com ; 822 3704 
5665; Reuters Messaging: 
christine.kim.thomsonreuters.com@reuters.net )) 

EUROPE 

 

Bosnia 

Bosnian region raises $17.3 mln at T-

bill sale at lower cost  

06-Jun-2017  

SARAJEVO, June 6 (Reuters) - Bosnia's 

autonomous Bosniak-Croat Federation raised 
30 million Bosnian marka ($17.3 million) at 
an auction on Tuesday of six-month treasury 
bills to help plug a budget gap in the absence 
of funds from the International Monetary 
fund. 

Investors, mainly banks, placed bids for 53.3 
million marka against 30 million marka on offer, 

at an average yield of 0.25 percent, data from 
the Sarajevo Stock Exchange (SASE) showed. 
The average yield was down from 0.26 percent 
at the last comparable sale in May. 
The Federation has stepped up the frequency 
of treasury bill sales to help plug a budget gap 
after the IMF suspended loan disbursements 
because of delays to reforms at national and 

regional levels.  

The lender has withheld 80 million euros ($90 
million) earmarked under its 553 million euro 
loan deal for Bosnia. 
Although the IMF distributes the loan payments 
to Bosnia's central government in Sarajevo, the 
country's two autonomous regions, the 
Federation and the Serb Republic, are the 

principal beneficiaries of the aid. Both have 
resorted to the issuance of domestic debt to 
cover their budget holes and finance maturing 
debt. 
 
($1 = 0.8887 euros) 
($1 = 1.738 Bosnian marka) 
(Reporting by Maja Zuvela; Editing by Susan Fenton) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 

 
 

Croatia 

Croatia sells more T-bills than planned, 

yield unchanged  

06-Jun-2017  
ZAGREB, June 6 (Reuters) - Croatia's Treasury 

bill sale surpassed targets at an auction on 
Tuesday with an unchanged yield, finance 
ministry data showed. 

The ministry raised 643 million kuna ($97.59 
million) against a 500 million target. Demand 

amounted to 724 million kuna, while 402 million 
worth of bills mature later this week. 

The yield on one-year paper, which was the only 

one on offer this week, remained unchanged at 

0.45 percent. The ministry also occasionally 
offers paper denominated in euros and bills with 
three-month and six-month maturities. 
Some 70 percent of the paper was bought by 
local banks amid very good liquidity in the 
banking system. 

After the auction, Croatia's short-term debt rose 
to 18.15 billion kuna from 17.9 billion. Its short-
term debt in euros is 103.6 million euros. 
The next T-bill auction is planned for June 27, 
when the ministry tentatively plans to raise 550 
million kuna against 562 million worth of 

maturing bills. 
 
($1 = 6.5887 kuna) 
(Reporting by Igor Ilic Editing by Jeremy Gaunt) 
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98 334 053;)) 
 
 

Croatia gearing up for new local bond 

issue 

09-Jun-2017  
ZAGREB, June 9 (Reuters) - Croatia is gearing 

up for a local bond issue worth up to 500 
million euros ($559.30 million) that is 
expected soon, a source at a major local bank 
said on Friday. 

"The issue is likely to specifically target 

insurance groups and pension funds. Its 

maturity is seen at 15 years and the interest 
rate somewhat over three percent," said the 
source who asked not to be named. 
According to a government source, a fresh 
issue is under consideration and may be ready 
for early next month, while the details are 
expected towards end of June. 

This year Croatia has already refinanced a local 

bond in February and an international issue in 
March. 
It also has to refinance a local bond worth 4.0 
billion kuna ($603.86 million) that matures in 
November. 
Croatia's public debt was at 84 percent of 
gross domestic product at the end of the last 

year when the government managed to make 
if fall for the first time in almost a decade. 

Last month Croatia exited the European Union's 
excessive deficit procedure - a tool Brussels uses 
to impose fiscal discipline in member states - 
after a fiscal gap in 2016 fell to 0.8 percent of 
GDP from 3.4 percent a year before. 
 
($1 = 0.8940 euros) 
($1 = 6.6240 kuna) 
(Reporting by Igor Ilic; Editing by Tom Heneghan) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
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Cyprus 

Cyprus to pay back 280 mln euro out of 

1 bln euro IMF bailout loan  

08-Jun-2017  
LIMASSOL, Cyprus, June 8 (Reuters) - Cyprus 

has decided to pay back 280 million euros 
($314.6 million), or 28 percent, of a loan it 
had obtained from the International Monetary 
Fund IMF, the head of public debt 
management office at the ministry of finance 
said on Thursday.  

"I would like to share with you a recent decision 

by the government... We are comfortable that 
we can borrow from the market at interest rates 

lower than the... rate charged by the IMF on this 
specific amount of 280 million euros," Phaedon 
Kalozois said, speaking at a conference. 
 
($1 = 0.8902 euros) 
(Reporting by Kira Zavyalova; Writing by Katya 

Golubkova; Editing by Andrey Ostroukh) 
(( ekaterina.golubkova@thomsonreuters.com ; +7 495 
775 1242; )) 
 

Czech Republic 

Czech 2018 budget draft may exceed 

planned deficit  

07-Jun-2017  
PRAGUE, June 7 (Reuters) - The Czech central 

state budget deficit in 2018 may exceed a 
target of 50 billion crowns ($2.13 billion), 
Finance Minister Ivan Pilny was quoted as 
saying on Wednesday. 

Pilny told a parliamentary committee an 

upcoming parliamentary election in October was 
influencing the drafting of the budget. 
He said while the target may be breached, he 
would not submit a deficit higher than the 
approved 2017 gap of 60 billion crowns, 
Hospodarske Noviny's website reported. 
 
($1 = 23.4550 Czech crowns) 
(Reporting by Petra Vodstrcilova; Writing by Jason 
Hovet) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
 
 

Hungary 

Hungarian parliament to pass 2018 

budget law next week  

08-Jun-2017  
BUDAPEST, June 8 (Reuters) - Hungary's 

parliament is expected to approve the 2018 
budget law next week, Prime Minister Viktor 
Orban's chief of staff Janos Lazar told a news 

conference on Thursday. 

The budget targets a deficit of 2.4 percent of 
economic output and GDP growth of over 4 

percent. The ruling Fidesz party has a strong 

majority in parliament.  

Orban will face national elections in April 2018 
and his party has a firm lead in opinion polls. 
 
(Reporting by Krisztina Than and Sandor Peto) 
(( krisztina.than@thomsonreuters.com ; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net )) 
 
 

Macedonia 

Fitch: Macedonia Makes Political 

Progress, but Risks Persist  

07-Jun-2017  

LONDON, June 07 (Fitch) The formation of a 

new government in Macedonia concludes a 
prolonged political hiatus but does not 
eliminate political risk in the country, Fitch 

Ratings says. The new government faces 
challenges in restoring political stability and 
public confidence in the political system, and in 
realigning policy in its preferred direction. 

Macedonia's parliament last week passed a vote 
of confidence in a new government under Zoran 
Zaev, leader of the Social Democrats (SDSM), in 
formal coalition with two parties representing 
ethnic Albanians, DUI and the Alliance for 
Albanians. Between them, the coalition parties 

hold 62 of the 120 parliamentary seats. A fourth 

party, which holds five seats, has agreed to 
provide informal support. 
Macedonia had been operating under a caretaker 
government after former Prime Minister Nikola 
Gruevski's VMRO-DPMNE party was unable to 
reach a coalition deal with DUI in January 

following delayed legislative elections the 
previous month. The formation of a government 
signals that political tensions have eased in 
recent weeks, after peaking in late April when 
protestors stormed parliament after a new 
speaker was elected, which drew widespread 
condemnation from the international community. 

But it may be difficult for the SDSM-led 
government to enact its policies, which include 

economic reforms and kick-starting moves to 
join the EU and NATO. With 51 seats, VMRO-
DPMNE remains the largest single party in 
parliament, and after a decade in power it has 

long-standing connections with state institutions 
and the media. 
Given the persistent disagreements between 
SDSM and VMRO-DPMNE in areas such as the 
investigation of 2015's wire-tapping scandal and 
Albanian's status as an official language, it is 
possible that political tensions will flare up again, 

and that VMRO-DPMNE will seek to obstruct the 
implementation of the new government's 
policies. 

The lengthy political crisis appears to have taken 
its toll on the economy through weaker business 
and consumer sentiment. High-frequency 
indicators on industrial production, retail sales 

and credit growth show that economic activity 
slowed in 1Q17, and we have significantly 
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revised down our real GDP growth forecast for 

2017, to 2.6% from 3.4%. 
Slower growth would also imply a larger 2017 
fiscal deficit without offsetting spending cuts. 
We think the new government is likely to 
revise the 2017 budget, and its electoral 
promises of higher public sector wages and 
enhanced social protection and healthcare 
access for the public could result in a 2017 
fiscal deficit that is wider than our 3.3% of 
GDP forecast. This would cause the public 
debt ratio, estimated at 42.3% of GDP in 

2016, to rise further, bringing it closer to the 
'BB' category median of 43.9%. 

We affirmed Macedonia's 'BB'/Negative 
sovereign rating in February. As we stated at the 
time, a marked easing in political tension and 
uncertainty, or implementation of a credible 

medium-term fiscal consolidation programme, 
could result in a stabilisation of the Outlook. 

Conversely, an escalation in political instability, 
fiscal slippage, or a widening of external 
imbalances that put pressure on reserves or the 
currency peg could be negative for the rating. 
 
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 

Poland sells 3 bln zlotys worth of 

bonds at tender  

09-Jun-2017  
WARSAW, June 9 (Reuters) - Poland sold 

treasury bonds worth a total of 3 billion zlotys 
($801.28 million) at a tender on Friday, all on 
offer, attracting investor demand worth 6.17 
billion zlotys, the finance ministry said. 

The sale included: 500 million zlotys in paper 

due April 2019, 1.1 billion in bonds due April 
2022, 383 million zlotys in bonds due November 

2022, 265 million in paper due January 2026, 
640 million in bonds due July 2027 and 127 
million in bonds due April 2047. 
The ministry said it would not carry out a 
supplementary tender on Friday. 

 
($1 = 3.7440 zlotys) 
(Reporting by Marcin Goettig and Lidia Kelly) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

IFC sells first bond in Romanian lei  

07-Jun-2017  
BUCHAREST (Romania), June 7 (SeeNews) - The 

International Finance Corporation (IFC) said 

it has sold its first bond issue denominated in 
Romanian lei to mobilise international and 

domestic investors to provide local currency 
financing. 

The 70 million lei ($17.3 million/15.3 million 
euro) bond comes with a one-year maturity and 
was sold to a combination of international and 
domestic investors, with Societe Generale acting 
as a sole arranger, the IFC said in a statement 

on Tuesday. 
The bond is issued under IFC’s Global Medium 
Term Note (GMTN) programme, under which 
it can issue bonds denominated in many 
currencies when market opportunities align 
with the funding needs of private sector 
clients, the corporation said. 

“The issuance of IFC‟s first leu-denominated 
bond is in line with IFC‟s strategy to source long-

term funding in an increasing number of 

currencies and expand the menu of local 
currency financing options for our clients,” the 
Vice President and Treasurer of IFC, Jingdong 
Hua, said in a statement. 
IFC has issued bonds in 25 local currencies in 
the fiscal year 2017, including the Georgian lari, 

Kazakh tenge, Brazilian real, Colombian peso, 
Singaporean dollar, Indian rupee, and Nigerian 
naira. 
 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Romania sells 1.0 bln lei of one-year 

treasury bills  

08-Jun-2017  
BUCHAREST, June 8 (Reuters) - Romania sold a 

planned 1.0 billion lei ($246.17 million) worth 
of one-year treasury bills on Thursday, with 
the average accepted yield at 0.8 percent, 

central bank data showed.  

Debt managers last sold one-year paper in May 
at an average yield of 0.87 percent. Also on 
Thursday, the finance ministry sold 703 million 
lei worth of Dec. 2022 bonds. 
So far this year, Romania has sold 20.44 billion 
lei and 240 million euros of domestic bills and 

bonds. It has tapped foreign markets for 1.75 

billion euros of 2027 and 2035 Eurobonds. 
 
($1 = 4.0623 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania's Jan-April trade deficit 

widens to 3.37 bln euros  

09-Jun-2017  
BUCHAREST, June 9 (Reuters) - Romania's 

foreign trade deficit widened by roughly a 
fifth on the year in the first four months to 
3.37 billion euros ($3.78 billion), the National 
Statistics Board said on Friday.  

April's shortfall stood at 1.049 billion euros, 
compared with 843 million euros in the same 
month of last year.  

http://www.fitchratings.com/
mailto:luiza.ilie@thomsonreuters.com
rm://luiza.ilie.thomsonreuters.com@reuters.net/
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The statistics board said Jan-April CIF 

(cost/insurance/freight) imports were 23.6 

billion euros, up 10.5 percent on the year, while 
exports were 20.2 billion, up 9 percent. 
 
($1 = 0.8923 euros) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Russia may place Eurobond a week 

after rate decision on June 16 

05-Jun-2017  

By Elena Fabrichnaya 
MOSCOW, June 5 (Reuters) - Russia is 

considering placing a sovereign Eurobond 
issue a week after a key rate decision 
scheduled for June 16, a government source 
familiar with the plans told Reuters on 
Monday.  

Russia's finance ministry returned to the 

external debt market last year, raising a total of 
$3 billion in two tranches. VTB Capital, the 
investment banking arm of Russia's second-
largest bank, VTB, was arranger.  
This year, Moscow intends to issue $3 billion 
in new debt and swap $4 billion in 
outstanding Eurobonds for new ones, Finance 
Minister Anton Siluanov said last week. 

The source, who spoke on condition of 

anonymity, said that U.S. investors have shown 
interest in the upcoming placement.  
As inflation fell to an annual 4.1 percent in April, 
close to the central bank's target of 4 percent, 
the central bank may consider cutting its key 
rate, central bank Governor Elvira Nabiullina said 

on Monday.  
The Russian central bank will consider cutting 
the key rate by 25 or 50 basis points at its board 
meeting on June 16, Nabillina said. It now 
stands at 9.25 percent, down from 10 percent in 
autumn of last year.  

Nabiullina also said the central bank may raise 

the oil price forecast in its base forecast after 
OPEC and non-OPEC oil producers agreed to 
extend cuts in output into next year.  
Yuri Soloviev, first deputy chief executive with 
VTB, told Reuters that his bank expects the 
central bank to cut the key rate to 8 percent by 
the end of this year if the rouble remains strong 

and to 8.5 percent if the rouble weakens.  
"We expect that the central bank's rate will be 
cut by 0.25 percentage points in June, then 
there will be a quite a prolonged pause during 
the summer and from autumn - a move by 1 
percentage point or by 0.5 percentage points," 
Soloviev said.  

 
(Reporting by Elena Fabrichnaya,; additional reporting 
by Katya Golubkova,; writing by Vladimir Soldatkin, 
editing by Larry King) 
(( vladimir.soldatkin@reuters.com ; +7 495 775 12 
42; Reuters Messaging: 

vladimir.soldatkin.thomsonreuters.com@reuters.net )) 
 
 

Russian budget not expected to get 

$955 mln from Venezuela 

06-Jun-2017  
MOSCOW, June 6 (Reuters) - Russia probably 

won't get 53.9 billion roubles ($955 million) 
in payments Venezuela owes for past loans, 
the Russian Audit Chamber said in a document 
published on Tuesday that revises the Russian 
state budget for 2017-2019.  

In the document, the Audit Chamber said the 
budget is expected to receive less because 
Venezuela has not fulfilled its obligations under 
the Russia-Venezuela intergovernmental 

protocol from September 2016, an amendment 

to a Russian loan granted in December, 2011.  
The 2016 protocol said that Venezuela owed 
Russia $2.84 billion as of September of that 
year, including missed payments on the debt 
and interest. The protocol set up the way 
Venezuela would pay off the debt. 

The Audit Chamber is responsible for checking 
domestic state spending, including the budget, 
and has published its review on the proposed 
changes to the state budget for 2017 and further 
in 2018-2019.  
 
($1 = 56.4661 roubles) 
(Reporting by Katya Golubkova) 
(( ekaterina.golubkova@thomsonreuters.com ; +7 495 
775 1242; )) 
 
 

Russia's plan to borrow in yuan 

stumbled over Panda bonds 

06-Jun-2017  

By Darya Korsunskaya and Andrey Ostroukh 
ST PETERSBURG, Russia, June 6 (Reuters) - 
Russia put off its plans to borrow in yuan the 
last minute as it did not meet a condition laid 
down by Beijing - to borrow by issuing Panda 
bonds on China's domestic market, Russia's 
deputy finance minister said. 

Russia trumpeted its intention and ability to sell 

a debut treasury bond denominated in the 

Chinese currency throughout 2016. But the 
finance ministry has not tapped the Chinese 
debt market yet because it has not reached a 
final agreement with Beijing. 
"We have no plans yet to sell Russian bonds in 
the form of Panda bonds, that is where all the 

problems come from," Deputy Finance Minister 
Sergei Storchak told Reuters in an interview. 
Russia wanted to borrow yuan by the end of 
2016, what was seen as a step towards 
Moscow's ambition of using Asian debt 
markets to compensate for its limited access 
to Western funding. 

The two sides held numerous talks on the bonds, 

with the finance ministry's advocating for 

offering its so-called OFZ bonds for Chinese 
investors in Moscow. The Moscow Exchange told 
Reuters it merely needs to "press the button" 
once the Russian and Chinese governments 

mailto:luiza.ilie@thomsonreuters.com
rm://luiza.ilie.thomsonreuters.com@reuters.net/
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agree on the delayed sale. 

Seeking to limit capital outflows, Chinese 

authorities were not ready to let its local 
investors play on the Russian bond market, 
Storchak said. 
Speaking on the sidelines of an annual 
international economic forum in St. Petersburg, 
Storchak said China had instead offered Russia 

to raise funds via Panda bonds. 
Panda bonds are circulated on the China's 
onshore market by foreign governments and 
firms. 
"We have decided that Panda bonds are a 
generally available instrument, which is not 

really interesting and efficient from the point of 
view of our market development," Storchak said. 
"Especially given that we could easily 

compensate the absence of yuan borrowing with 
borrowing in roubles," he said. 
The finance ministry is now taking its time to 
study requirements of its Chinese partners, 

Storchak said. 
Eventually Russia could change its mind and 
issue bonds in onshore China as the market seen 
growing further, Storchak said. 
 
(Writing by Andrey Ostroukh; Editing by Tom 
Heneghan) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Slovakia 

Slovak leader Fico says wants to take 

part in deeper EU integration  

07-Jun-2017  
BRATISLAVA, June 7 (Reuters) - Slovakia wants 

to be a part of the EU "integration machine", 
its prime minister said on Wednesday, in 
comments that follow calls by Germany, 
France and Spain for deeper cooperation and 
contrast with the eurosceptic stance of some 
other east European states. 

German Chancellor Angela Merkel and France's 

new President Emmanuel Macron agreed in May 
to outline a roadmap for deeper European Union 

integration while Spain suggested that members 
of the bloc should pool some aspects of their 
debt management and share a budget to fight 
crisis shocks. 
"Slovakia meets conditions to be a part of the 

EU integration machine led by Germany and 
France," said Robert Fico, Slovakia's leftist third-
time prime minister who oversaw his country's 
adoption of the euro in 2009. 
"Deeper cooperation and integration with 
stronger countries suit a small country like 
Slovakia, this is a historic chance to come closer 

to the average living standards of the EU," he 
told reporters after a regular government 

meeting. 
"Either we get in the integration express or we'll 
be stuck in the depot on the second track," he 
said, distancing himself from eurosceptic 

governments in neighbouring Hungary and 
Poland, and the Czech Republic, where 

integrationist Social Democrats are expected to 

lose an election in October. 

Slovakia is the only one of these so-called 
Visegrad Four countries that uses the euro as its 
currency.  
It has been one of the better budget performers 
in the euro zone, with public debt load expected 
to fall to 51.8 percent this year, less than the 

euro zone average at 89.2 percent in 2016. 
Fico also called on opposition parties to get 
behind the consensus on Slovakia's foreign 
policy direction.  
Richard Sulik, leader of the eurosceptic, anti-
immigrant Freedom and Solidarity (SaS) party, 

Slovakia's second largest after Fico's centre-left 
SMER, said on Tuesday Bratislava should not try 
to be part of the eurozone core as it would be 

forced to agree to tax harmonisation and 
refugee quotas. 
Slovakia under Fico's government, along with 
the Czech Republic, Poland and Hungary, 

refused to accept EU refugee quotas and 
challenged them in an EU court. 
 
(Reporting By Tatiana Jancarikova; Editing by Gareth 
Jones) 
(( Tatiana.Jancarikova@thomsonreuters.com ;)) 
 
 

Turkey 

Turkey to raise €1bn through June 

2025 bond at MS+285bp  

07-Jun-2017  
LONDON, June 7 (IFR) - Turkey will raise €1bn 

through a June 2025 bond at a spread of 
285bp over mid-swaps, according to a lead. 
Demand was more than €2.5bn. 
The spread is at the wide end of swaps plus 
280bp-285bp guidance.  
The notes were initially marketed at plus 295bp 
area. 

The deal is today's business via BNP Paribas, 
HSBC and UniCredit. 
The sovereign is rated Ba1 (negative) by 

Moody's and BB+ (stable) by Fitch.  
 
(Reporting by Sudip Roy, editing by Julian Baker) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; Reuters Messaging: 
sudip.roy.thomsonreuters.com@reuters.net )) 

 

LATIN AMERICA   

 

Argentina 

Argentina will likely sell euro bonds 

later this month  

07-Jun-2017  
BUENOS AIRES, June 7 (Reuters) - Argentina 

plans to sell euro bonds later this month, in 

addition to issuing a peso bond next week, 

mailto:andrey.ostroukh@thomsonreuters.com
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Finance Minister Luis Caputo said on 
Wednesday.  

Caputo said in April Argentina was eying Swiss 

franc, yen and euro bond markets to cover 
remaining financing needs. 
"We plan to issue a bond in euros in the near 
term, probably at the end of June," Caputo told 
journalists. 
Caputo did not give details on the planned bond 

issuances.  
Argentina has raised around $7.4 billion in 
international capital markets this year, most 
recently with its first Swiss franc offering in 
almost two decades. 
 
(Reporting by Walter Bianchi; Writing by Caroline 
Stauffer; editing by Diane Craft) 
(( caroline.stauffer@tr.com ; + +54 11 4510 2591, + 
+54 9 11 5830 7443 ; Reuters Messaging: 
caroline.stauffer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/carostauffer)) 
 

Argentina primary spending to fall in 

real terms in Q4 l  

07-Jun-2017  

BUENOS AIRES, June 7 (Reuters) - Argentina's 

primary public spending will fall in real terms 
in the fourth quarter of this year, following 
the government's goal of keeping real 
spending flat year-over-year, a Treasury 
Ministry official told reporters on Wednesday. 

Sebastian Galiani, secretary for economic policy, 

said real spending so far this year has been 

slightly above last year's levels because public 
spending grew sharply in the fourth quarter of 
last year as the government invested heavily in 
public works and stimulus to help exit a "strong 
recession."  
"In the fourth quarter real inter-annual spending 
will be negative, not because anything special 

will be done in the fourth quarter but because 
spending was very high in the fourth quarter of 
last year," Galiani said. "This year's spending is 
very regular, last year's spending was very 
irregular."  
Since taking office in December 2015, center-
right President Mauricio Macri has sought to 

close the fiscal deficit he inherited from free-
spending populist Cristina Fernandez. The 
Treasury is targeting a fiscal deficit of 4.2 
percent of GDP in 2017 and 3.2 percent of GDP 
next year.  
In the year through April, primary spending 
grew 36 percent in nominal terms, while 

revenues grew 40 percent. Most of that is 
explained by high inflation, which totaled 40.9 
percent in 2016 and is seen exceeding 21 
percent this year.  
Primary spending increased 1.8 percent in 
real terms - taking inflation into account - in 
the first four months of 2017 compared with 

the same period last year, J.P Morgan said in a 
May 29 note.  

Galiani added that the government would beat 
its quarterly fiscal goals for a cumulative fiscal 
deficit of 2.0 percent of GDP in the second 
quarter and 3.2 percent in the third quarter. 

 
(Reporting by Luc Cohen; editing by Diane Craft) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Venezuela 

Venezuela offers bonds to U.S. funds at 

80 percent discount 

06-Jun-2017  
By Corina Pons 
CARACAS, June 6 (Reuters) - A Venezuelan 

state-owned bank is offering $5 billion worth 
of sovereign bonds maturing in 2036 at a 
discount of up to 80 percent to several Wall 

Street funds, according to a lawmaker and a 
finance industry source.  

The move is part of the embattled socialist 
government's strategy to raise fresh funds to 
support the crisis-stricken economy by selling 
bonds, gold and shares in oil projects.  
A potential deal, coming on the back of a 
controversial sale of state oil company bonds to 

Goldman Sachs last month, would likely 
heighten opposition criticism that Wall Street is 
handing President Nicolas Maduro a lifeline amid 
a bruising economic crisis and major anti-
government protests.  
The sovereign debt securities, held by state-
owned Banco de Venezuela since their 

issuance in late 2016, were offered in early 
May to Goldman Sachs, but the U.S. bank 
rejected the deal, financial sources told 
Reuters. 

"Now they are being offered to funds in New 
York, instead of to large banks, with a discount 
of up to 80 percent," said opposition lawmaker 
Angel Alvarado, who tracks the negotiations 

between Nicolas Maduro's administration and 
Wall Street and was informed of the offer by 
sources in New York. 
"They're still holding fire sales," he added, 
criticizing the potential deal with Maduro's cash-
strapped administration.  

Opposition lawmakers, economists and lawyers 

have campaigned to cut off financing for 
Maduro, sending letters to the heads of 13 major 
banks and flagging the reputational risk of 
working with Caracas. 
But in May, Goldman Sachs and Nomura bought 
some $2.9 billion in bonds from Venezuelan 
state oil company PDVSA, via intermediaries, 

and at a discount of up to 70 percent, the U.S. 
bank and sources close to the Japanese bank 
said.  
Banco de Venezuela is also seeking to sell its 
bonds through intermediaries, including Hong 
Kong-based Haitong Securities, which 
coordinated the physical issuance of the bonds 

in 2016, a New York-based financial source 
familiar with offers said. 
"Bonds similar to 2036 are in the market with (a 
price of) between 35 and 38 percent (of their 
original price)," said the source familiar with the 

mailto:caroline.stauffer@tr.com
rm://caroline.stauffer.thomsonreuters.com@reuters.net/
https://twitter.com/carostauffer
mailto:luc.cohen@thomsonreuters.com
mailto:luc.cohen.thomsonreuters@reuters.net
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talks. "But they are offering them at a 20 

percent because the securities have not been 

dematerialized and require a bank with the 
infrastructure for that process." 
Several analysts and traders believe that 
Venezuela has not been able to sell the bonds so 
far because they were issued physically and 
cannot be traded electronically.  

Banco de Venezuela and Haitong Securities did 
not immediately respond to a request for 
information from Reuters.  
In a potential worry hovering over these deals, 
White House officials told Reuters this month 
that the Trump administration is concerned 

about any action by U.S. companies that 
provides a financial boost to Venezuela's 
government. 

 
(Reporting by Corina Pons; Writing by Alexandra 
Ulmer; Editing by Cynthia Osterman) 
(( alexandra.ulmer@thomsonreuters.com ; +58 212 
655 2651; )) 
 
 

Venezuela discusses $1 bln debt 

restructuring with Moscow  

07-Jun-2017  
MOSCOW, June 7 (Reuters) - Venezuela has 

been in talks with Russia about its $1 billion 
debt restructuring, TASS news agency quoted 
Venezuela's envoy to Moscow as saying on 

Wednesday. 

Russia has slashed projected revenue by nearly 
$1 billion to reflect expectations that Venezuela 
may not make timely payments on bilateral 
loans, according to a document released by 
Russia's Audit Chamber on Tuesday. 
 
(Reporting by Vladimir Soldatkin, editing by Larry 
King) 
(( vladimir.soldatkin@reuters.com ; +7 495 775 12 
42; Reuters Messaging: 
vladimir.soldatkin.thomsonreuters.com@reuters.net )) 
 
 

Venezuela misses $30 mln interest 

payment to CAF, enters grace period 

09-Jun-2017  
By Corina Pons and Eyanir Chinea 
CARACAS, June 8 (Reuters) - Venezuela has 

missed a $30 million interest payment to Latin 
American development bank CAF, two 
legislative sources said on Thursday, adding 
that this activates a 30-day grace period to 
make the payment. 

The OPEC member is struggling to service its 

heavy debt burden as its state-led socialist 
economy unravels under low oil prices, with 
bond yields among the highest of any emerging 
market country because of investor concerns of 
default. 

President Nicolas Maduro insists his government 
will meet all debt obligations and dismisses talk 

of default as conspiracy by political adversaries. 
The sources, who asked not to be identified, did 
not know which loans were associated with the 

interest payments in question. It was not 

immediately evident whether failure to make the 

payment within the grace period would 
immediately leave Venezuela in default. 
A CAF source who asked not to be identified said 
Venezuela has missed interest payment 
deadlines in the past but always ended up 
paying. 

Caracas-based CAF, which is owned by 19 
countries primarily in Latin America and the 
Caribbean and 13 private banks in the region, 
did not immediately respond to a request for 
comment.  
Venezuela's Information Ministry, which 
handles media inquiries for the Finance 

Ministry, did not respond to an email request 
for comment. 
Venezuela received $1.9 billion in 
disbursements from CAF between 2012 and 
2016, according to its 2016 annual report. 

CAF in 2016 approved $541 million in operations 
for Venezuela including $400 million for urban 
development, $40 million for potable water 
systems, and a renewal of a $101 million credit 

line to state development bank Bandes, the 
annual report said. 
Opposition leaders have for months pushed 
major banks not to provide new financing to 
Maduro's government.  
Julio Borges, leader of the opposition-controlled 
Congress, last week excoriated Goldman Sachs 

and Japanese investment bank Nomura for 

buying a combined total of $2.9 billion in bonds 
issued by state oil company PDVSA. 
 
(Reporting by Corino Pons and Eyanir Chinea; 
Additional reporting by Diego Ore and Brian Ellsworth; 
editing by Grant McCool) 
(( brian.ellsworth@thomsonreuters.com ; +58-212-
655-2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
 

AFRICA 
 
 

 

Egypt 

Egypt's foreign reserves rise to 

$31.126 bln at end-May  

04-Jun-2017  
CAIRO, June 4 (Reuters) - Egypt's foreign 

reserves jumped to $31.126 billion at the end 
of May from $28.641 billion at the end of 
April, boosted by last month's Eurobond sale, 
the central bank said on Sunday. 

Egypt, which has been struggling to revive its 
economy since a 2011 uprising, sold $3 billion of 
Eurobonds in May, twice as much as targeted. 
That confirmed growing foreign appetite for the 

country's debt as it follows through with 
economic reforms aimed at cutting a budget 
deficit and luring back investors.  
In November Egypt abandoned its currency peg 
of 8.8 per dollar and floated the pound, which 
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then halved in value. It also raised its key 

interest rates by 300 basis points, helping Egypt 

to clinch a $12 billion International Monetary 
Fund programme. 
Last month, the central bank raised its key 
interest rates by another 200 basis points after 
inflation reached a three-decade high. 
The moves helped the country lure back foreign 

investors to its treasury sales. Foreign investors 
in Egyptian government securities rose to 136 
billion Egyptian pounds ($7.52 billion) in May 
from 120 billion pounds a week earlier. 
Last month's Eurobond sale, which reached 
Egypt's central bank on May 31, was the second 

such sale this year. Egypt had earlier raised $4 
billion at a Eurobond sale in January that also 
exceeded expectations. 

The steady climb in Egypt's foreign reserves 
since it floated the pound brings them closer to 
pre-2011 levels of around $36 billion.  
 
($1 = 18.0800 Egyptian pounds) 
(Reporting by Eric Knecht and Arwa Gaballa; Editing 
by Catherine Evans) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
 
 

Egypt sets $18 bln for subsidies in FY 

2017-18 budget  

05-Jun-2017  

CAIRO, June 5 (Reuters) - Egypt has set a total 

subsidy bill of 330 billion Egyptian pounds 
($18.23 billion) in its budget for the 2017-18 
fiscal year beginning in July, Prime Minister 
Sherif Ismail said on Monday. 

The amount covers fuel subsidies, which will cost 
145 billion pounds ($8 billion) and 80 billion 
pounds for electricity, the government said in a 

statement.  
The cost of fuel imports has soared since Egypt 
floated its pound currency in November, 
prompting it to halve in value against the dollar 
within weeks. 
The government spent 78 billion pounds on fuel 

subsidies in the first nine months of the 2016-17 

fiscal year, up from 41 billion in the same period 
of the previous year. 
Ismail told reporters the 330 billion pound figure 
also included food subsidies but did not say how 
much exactly would be spent on food.  
In November, Egypt signed a $12 billion, 
three-year International Monetary Fund loan 

deal tied to sweeping economic reforms 
including subsidy cuts.  

The IMF said last month it supported a plan for 
Egypt to remove fuel subsidies entirely within 
three years but that the timing of any price hike 
was up to the government. 
The government has not yet set a timeline for 

the next round of price increases. 
 
($1 = 18.1000 Egyptian pounds) 
(Reporting by Eric Knecht; Editing by Ahmed 
Aboulenein and Mark Heinrich) 
(( ahmed.aboulenein@thomsonreuters.com ; +20 2 

2394 8097; Reuters Messaging: 
ahmed.aboulenein.thomsonreuters.com@reuters.net )) 
 
 

Ethiopia 

Fitch Affirms Ethiopia at 'B'; Outlook 

Stable  

08-Jun-2017  
HONG KONG, June 08 (Fitch) Fitch Ratings has 

affirmed Ethiopia's Long-Term Foreign- and 
Local-Currency Issuer Default Ratings (IDRs) 
at 'B' with a Stable Outlook. The issue ratings 
on Ethiopia's senior unsecured foreign-
currency bonds have also been affirmed at 'B'. 
The Country Ceiling has been affirmed at 'B' and 

the Short-Term Foreign- and Local-Currency 
IDRs at 'B'. 
KEY RATING DRIVERS 
Ethiopia's rating at 'B' is weighed down by 
low development indicators, significant 
external imbalances and rapidly increasing 
state-owned enterprises (SOEs) debt. These 
weaknesses are offset by low and mostly 
concessional general government (GG) debt 

and a track record of robust economic growth. 

Ethiopia's structural features remain a major 
credit weakness, with human and economic 
indicators ranking among the lowest of Fitch-
rated sovereigns. At USD1,500, Ethiopia's 
purchasing power parity gross national income is 

well below the 'B' median of USD7,720. The 
long-standing challenges raised by low 

governance indicators are underscored by the 
bout of social unrest experienced in 2016, 
particularly in the populous regions of Oromia 
and Amhara. 
The political situation has returned to calm in 
2017. The prolongation of the State of 

Emergency that was proclaimed in October 2016 
for the first time in two decades illustrates the 
persistence of significant underlying tensions, 
despite the relaxation of some of its provisions. 
A relapse in political and security conditions, 
which is not Fitch's baseline scenario, remains a 
risk over the medium term, and could hamper 

growth and discourage foreign investments. 
Ethiopia's average GDP growth in 2012-16 was 
9.5%, much higher than the 'B' category median 
of 3.9%. GDP growth has been little impacted by 
two severe drought episodes in 2016-2017, 
reflecting an improvement in macroeconomic 
stability. This is attributable to a more efficient 

crisis management framework, higher 
agricultural productivity and lower dependence 
on agriculture due to the solid expansion in 
construction and to a lesser extent, services. 
Consequently, GDP growth slowed only 
moderately to 8% in FY16 (ending 7 July 2016) 

and has recovered to 10% in FY17, according to 

authorities' estimates. Inflation has also 
remained contained below 8%. Lifted by high 
public investment aiming at bridging wide 
infrastructure gaps and a gradual pick-up in 
manufacturing, growth is expected to average 
around 8% over the next three years, below the 
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11% target set in the authorities' Growth and 

Transformation Plan II (GTP II) but still much 

higher than peers. 
General government finances remain sound. 
The GG deficit increased slightly to 2.8% of 
GDP in FY16, below the peer group median of 
4.2%. We expect it to remain below the 
authorities' self-imposed threshold of 3% 
over the medium term. At 27% of GDP in 
FY17, GG debt is less than half the 'B' 

category median of 56.4%. However, taking 

into account the liabilities of SOEs, public debt is 
estimated at 57.9% of GDP in FY17, close to the 
'B' median for general government debt. As 
SOEs implemented much of the massive public 
investment programme, their debt has increased 
by 12 percentage points of GDP over five years, 

reaching 31% of GDP in FY17 according to 
Fitch's estimates, and generating a substantial 
contingent liability for the sovereign. 
Fitch expects the aggregate debt of the public 
sector including SOEs to stabilise over the next 
three years, due to sustained GDP growth, 
moderate deficits and a low debt service cost. 

This forecast also reflects a gradual moderation 
in capital expenditures, as no additional major 
infrastructure investments are being considered 
by the authorities prior to the completion of the 
ongoing projects. The authorities' intention to 
limit the additional take-up of non-concessional 
external loans, in line with the recommendations 

formulated by the IMF, should also act as a 

brake on debt accumulation. 
External metrics are a rating weakness, with 
persistent high current account deficits (CAD), 
low international reserve coverage and a 
currency that is 20%-40% over-valued 

according to IMF estimates. The CAD narrowed 
to 8.4% of GDP in FY16 due to higher private 
transfers, but it remained much higher than the 
'B' category median of 5.7%. Fitch expects it to 
widen to more than 10% of GDP in FY17 due to 
steady growth in capital goods imports, higher 
energy prices, a normalisation of transfers and 

weak export performance. The value of exports 
has merely stagnated in FY17, despite a partial 
recovery in USD commodity prices, reflecting a 

challenging external environment and persistent 
impediments to cost and non-cost 
competitiveness. 
Fitch expects the CAD to narrow only moderately 

to 7% of GDP by FY19, remaining wide due to a 
persistent saving-investment imbalance 
generated by high expenditures on infrastructure 
coupled with a narrow export base. Exports are 
expected to pick up gradually, as the country 
starts to reap the benefits of past investments in 

export-oriented light industries and 
infrastructure. In particular, major industrial 
projects (Hawassa and Bole-Lemi II industrial 
parks) should reach full production over the next 

two years, bolstering manufacturing capacity. 
The Addis Ababa-Djibouti railway connection 
should reach full capacity over the next year, 

reducing trade costs. However, risks to export 
performance remain high as exports are still 
concentrated in agricultural commodities and 

hence susceptible to ephemeral market vagaries 

and weather hazards with the probability of 

extreme events rising due to climate change. 
Ethiopia has managed to attract a steady 
stream of FDI averaging 3% of GDP during 
the last five years. However, CAD has been 
mainly financed by debt, with public sector 
external liabilities including SOEs tripling 
between FY10 and FY16. In particular, the 
external debt of SOEs has increased more 

than ninefold. Barring a significant acceleration 

in exports, meeting the current investment 
targets of GTP II, set above 40% of GDP per 
year over FY18-FY20, risks undermining external 
sustainability by further raising net external 
debt. At a low level of two months of current 
account payments, reserves offer little 

protection should external liquidity dry up. The 
risk of forced external deleveraging is low at the 
current juncture, owing to the closure of the 
capital account and the high proportion of 
concessional debt in total external liabilities. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Ethiopia a score 
equivalent to a rating of 'BB-' on the Long-Term 
FC IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 

•Public finances: -1 notch, to reflect the 

significant indebtedness of SOEs which is not 
reflected in the model and represents a 
significant contingent liability to the sovereign. 
•Macroeconomic performance: -1, as Fitch 
estimates that Ethiopia's massive public 

investment which is lifting growth cannot be 
maintained over the medium term, due to the 
attendant risks to external sustainability. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three year centred averages, 
including one year of forecasts, to produce a 

score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 

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

The main factors that could, individually or 
collectively, lead to negative rating action, are: 
•Rising external vulnerability, illustrated by a 
persistence of a wide CAD with a failure of 
export growth to accelerate. 
•Sizable increase in government indebtedness 

or a materialisation of contingent liabilities 
from SOEs on the government's balance 
sheet. 

•Political instability, particularly if it leads to 

macroeconomic spillovers such as disruptions to 
donor inflows and/or FDI, lower growth or fiscal 
slippages. 
The main factors that could, individually or 

collectively, lead to positive rating action, are: 
•Stronger external indicators such as stronger 
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exports, FDI and international reserves. 

•Further improvement in the macro-policy 

environment, leading to a transition to broader-
based growth, with a solid expansion in the 
activity of the domestic private sector. 
•Further structural improvements, including 
stronger economic development and World Bank 
governance indicators. 

KEY ASSUMPTIONS 
We expect global economic trends and 
commodity prices to develop as outlined in 
Fitch's Global Economic Outlook. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 

 
 

Ivory Coast 

Cote d'Ivoire aims for euro and dollars 

double play  

08-Jun-2017  
LONDON, Jun 8 (IFR) - Cote d'Ivoire has 

opened books on a dual-currency deal as it 
looks to print benchmark bonds in both 
greenback and euro format. 

The sovereign is marketing US dollar amortising 
bonds due June 2033 at 6.625% area and euro-

denominated notes due June 2025 at 5.625% 
area. 
A banker away sees the dollar bond coming at 
MS+432bp, which would be giving 30bp over the 
outstanding 2028s, leaving little room for a NIP. 
"It doesn't look crazy cheap, but still offers a 
reasonable pick up to the hard to find Cote 

d'Ivoire 28s which should  ensure that it goes 
well," said a trader. 
For the euro, the banker sees fair value for an 
eight-year dollar bond at MS+380bp based on 
an interpolation of the curve. At IPTs of 5.625% 
area, he sees the euro notes coming about 

130bp back of theoretical dollar bond at IPTs. 
The trader says the euro is coming about 200bp 
back of Cote d'Ivoire's dollar curve in spread 
terms post swap. The euro IPTs are equivalent 
to about US dollar Libor plus 607bp. 
"This is insane," he said. "Turkey just got €1bn 
eight-year away at just 100bp premium...at this 

price it's being offered cheap." 
An update is expected once the morning's 
business starts in the US. 
Cote d'Ivoire has concurrently announced the 
indicative results of its tender. The sovereign 
intends to accept for purchase a combined 
total of around US$750m of its 2024s and 
2032s. The amount accepted is in line with 
the tender caps for the two bonds. 

Elsewhere in the primary, Tinkoff Bank has 
tightened pricing from IPTs of 9.75% area to 
9.5% area, bringing it closer to where Credit 
Bank of Moscow's AT1 is trading. 

The starting point for pricing did not surprise the 

banker, who saw CBM's notes yielding around 

9.2%. Tinkoff is rated B1/-/BB- and CBM is rated 
a notch higher by Fitch, at B1/BB-/BB. 
"Given the size of the Tinkoff balance sheet, the 
AT1 issue could be relatively small, US$300m, 
which will give some technical support for the 
deal," said Ekaterina Sidorova, analyst at 

Sberbank. "I think that Tinkoff should be placed 
at some premium over CBM." 
Also from the CIS, VimpelCom continues on the 
road while FUIB is looking for take up for the 
tender on its 11% 2018s. 
"It's a bit of a drawn out process for VimpelCom 

because there's only one team, but they're 
collating investor feedback and it's going well," 
said a banker familiar with the deal. "People 

really understand why they are doing it, in 
simplifying the corporate structure. Investors 
welcome the transparency." 
FUIB, meanwhile, is looking to use some 

liquidity on hand to accelerate the natural 
amortisation of its high coupon 2018s. 
In the secondary, Turkey's new €1bn June 25s, 
which priced at 99.123, are trading flat on the 
break. At the short end of the Qatar sovereign 
curve, the 19s are 23bp wider today at 112bp, 
the 20s are out 13bp at Z+114bp and the 21s 

have widened 18bp to Z+125bp. 
"Valuations are very cheap, especially in short 
dated paper," said an investor who has a bullish 
outlook for the country's credit. 

"The fundamentals of Qatar are still very strong 
despite this small clash with its neighbours. The 

key thing is what is the number one revenue 
source, which is exporting oil and gas. That part 
is not impacted by this dispute at all and it's the 
most important part." 
 
robert.hogg@tr.com 
 
 

Ivory Coast revises pricing on US dollar 

and euro bonds  

08-Jun-2017  
LONDON, June 8 (IFR) - Ivory Coast has set 

final guidance of 6.25%-6.375% for a US 
dollar amortising bond that matures in 2033, 

according to lead. 

It has also set a yield of 5.125% for a euro-
denominated bond that matures in 2025. 
Demand for the dollar bond is greater than 
US$4.8bn, while for the euro note it is more 
than €4.4bn. 
Pricing for the US dollar bond has tightened from 

guidance of 6.50% area. The bond was initially 
marketed at 6.625% area. 
Guidance on the euro bond was 5.375%-5.50%, 
after initial price thoughts of 5.625% area.  
The trade is today's business via BNP Paribas, 
Deutsche Bank, JP Morgan, Natixis and Standard 

Chartered. 

The sovereign is rated Ba3 by Moody's and B+ 
by Fitch. 
 
(Reporting by Sudip Roy) 

mailto:robert.hogg@tr.com
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(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; Reuters Messaging: 
sudip.roy.thomsonreuters.com@reuters.net )) 
 
 

Gabon 

Moody's says Gabon's credit challenges 

include reliance on oil and low 

institutional strength  

06-Jun-2017  
June 6 (Reuters) - Moody's: 
Moody's says Gabon's credit challenges 
include reliance on oil and low institutional 
strength. 

Moody's says government of Gabon's B1 rating 

and negative outlook reflect a range of credit 
challenges, including the country's very low 
institutional strength. 
Moody's says natural decline in oil production 
constrains Gabon's medium-term growth at 
around 3%. 

Moody's - projects that Gabon's fiscal deficit 
based on commitments will fall to about 0.8% of 
GDP in 2017, from an estimated 4.2% in 2016. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Mauritius 

Mauritius expects 2017/18 

government spending to rise 15 pct, 

deficit to narrow  

08-Jun-2017  
PORT LOUIS, June 8 (Reuters) - Mauritius 

expects its fiscal deficit to narrow in 2017/18 
(July-June), while the economy is predicted to 
grow 4.1 percent in the same period, up from 
3.9 percent this year, the finance minister 
said in his budget speech on Thursday. 

The Indian Ocean island, which markets itself as 

a link between Africa and Asia, is striving to 
move from an economy mostly focused on 

sugar, textiles and tourism towards offshore 
banking, business outsourcing, luxury real 
estate and medical tourism. 
Finance minister Pravind Jugnauth, who is also 
the prime minister, told parliament total public 

spending would be 127.7 billion rupees ($3.69 
billion) up from 110.6 billion rupees in 2016/17, 
while revenues would rise to 112.2 billion rupees 
up from 94.7 billion rupees. 
Jugnauth said the government will allocate 18.8 
billion rupees for capital expenditure. 

The fiscal deficit in 2017/18 would fall to 3.2 
percent of gross domestic product from 3.5 
percent in the year ending June. 
Mauritius expects economic growth of 3.8 

percent to 4.0 percent this year from 3.5 
percent last year. 
 
($1 = 34.58 Mauritius rupees) 
(Reporting by Jean Paul Arouff; Writing by George 
Obulutsa; Editing by Toby Davis) 

(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1232; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
 
 

Morocco 

Morocco parliament passes delayed 

2017 budget-state media  

07-Jun-2017  
RABAT, June 7 (Reuters) - Morocco's 

parliament has approved the country's 2017 
budget after months of delays because of 
negotiations in forming the new government 
after October elections, state media said. 

The budget sees a budget deficit of 3 percent of 

gross domestic product, down from 3.5 percent 

in 2016, as the country continues to repair its 
public finances after the huge deficits amassed 
in 2012. 
Morocco has done more than most North 
African countries to make painful reforms 
required by international lenders to curb 
deficits, such as ending fuel subsidies and 
freezing public sector hiring. The government 

still controls wheat and cooking gas prices. 

The budget sees inflation at 1.7 percent in 2017, 
while it expects public investments to reach 62 
billion dirham($6.37 billion) and 190 billion 
dirham ($19.53 billion), including state-run 
company investments. 

Public investments include 8.9 billion dirhams in 
supporting farming, 3.7 billion in the industrial 

sector, 11.7 billion in renewable energies and 20 
billion in building ports. 
The budget will go into effect upon publication in 
the official bulletin. 
 
($1 = 9.7288 Moroccan dirham) 
(Reporting by Samia Errazzouki) 
(( pat.markey@thomsonreuters.com ; +213-661-
692993; Reuters Messaging: 
pat.markey.thomsonreuters.com@reuters.net )) 

 
 

Nigeria 

Nigeria total debt rises to almost $63 

bln by end of March  

05-Jun-2017  
LAGOS, June 5 (Reuters) - Nigeria's total debt 

rose to 19.15 trillion naira ($62.91 billion) as 
of March 2017, from 17.36 trillion naira at the 
end of last year, the Debt Management Office 
said on Monday. 

Africa's biggest economy, which slipped into 

recession last year for the first time in 25 years, 
raised $1 billion in February and $500 million in 
March from Eurobond sales. 
The government intends to use the money 

raised to plug its budget deficit and fund 
infrastructure development. The record 7.44 
trillion naira 2017 budget was passed by 

lawmakers last month but is yet to be signed 
into law by the presidency.  

mailto:sudip.roy@thomsonreuters.com
rm://sudip.roy.thomsonreuters.com@reuters.net/
mailto:george.obulutsa@thomsonreuters.com
rm://george.obulutsa.thomsonreuters.com@reuters.net/
mailto:pat.markey@thomsonreuters.com
rm://pat.markey.thomsonreuters.com@reuters.net/
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The government planned to spend 6.1 trillion 

naira last year as part of its bid to increase 

capital expenditure, but struggled to fund its 
budget. The 2017 plan projects a deficit of 2.21 
trillion naira, implying a deficit equivalent to 
2.18 percent of Nigerian GDP. 
The external component of Nigeria's debt stood 
at $13.80 billion at the end of the first quarter, 

against $11.40 billion at the end of December, 
the debt office said on its website. 
Local debt fell to 11.97 trillion naira, against 
13.88 trillion naira last year. 
 
($1 = 304.38 naira) 
(Reporting by Oludare Mayowa; editing by Alexis 
Akwagyiram and Pritha Sarkar) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 
 

Nigeria to start international roadshow 

for diaspora bonds sale  

08-Jun-2017  
By Oludare Mayowa 

LAGOS, June 8 (Reuters) - Nigeria will start an 

international road show next week for the 
sale of a diaspora bond and has named Bank 
of America Merrill Lynch and Standard Bank of 
South Africa as joint lead managers, its debt 
management office said on Thursday. 

Africa's biggest economy first unveiled in 2013 
plans to sell diaspora bonds worth between $100 

million to $300 million from Nigerians living 

abroad. But the government at the time did not 
appoint a bookrunner until an election brought 
the opposition into office. 
A roadshow will start on June 13 with 
meetings planned in Britain, Switzerland and 
the United States, the debt office said in a 
statement. 

"Nigeria has filed a registration statement for 

the Bonds with the United States Securities and 
Exchange Commission," the statement said, 
adding that the Bonds would be listed in London. 
It gave no price expectations. 
Nigeria, grappling with its first recession in 25 
years that was largely brought on by low oil 

prices and the impact of attacks on energy 

facilities in the Niger Delta, has set a budget of 
7.44 trillion naira ($23.66 billion) this year. 
The West African country expects a budget 
deficit of about 2.21 trillion naira in 2017 as it 
tries to spend its way out of a recession, with 
more than half the deficit to be funded through 

external borrowing. 
The OPEC member country successfully raised 
$1 billion in February and $500 million in March 
from Eurobond sales and is planning more 
external borrowing to plug the gap in this year's 
budget. 
 
($1 = 314.50 naira) 
(Reporting by Oludare Mayowa; editing by Mark 
Heinrich) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 

 

Rwanda 

Rwanda sees its 2017/18 budget up 7 

pct  

08-Jun-2017  
KIGALI, June 8 (Reuters) - Rwanda plans to 

raise government spending by 7 percent in 
the 2017/18 fiscal year to 2.09 trillion francs 
($2.58 billion), its finance minister said on 
Thursday. 

Claver Gatete told parliament that 17 percent of 
the budget will be funded by donors with the 

rest coming from internal revenue and 
borrowing, of which 362.8 billion francs will be 
borrowed from outside Rwanda. 
"The government's objective is to reduce the 
reliance on external donor support especially 
where grants are concerned. However, for the 
time being this support remains vital for our 
development."  

The government expects to collect 1.20 trillion 

francs in revenue during the fiscal year, which 
runs from July to June, up from 1.081 trillion in 
2016/17.  
The minister said 54 percent of the budget of 
the tiny central African nation would be used on 
recurrent expenditure with an increment of 131 
billion francs, part of which will be used to 

finance August presidential elections and salaries 
in new government institutions. 

The government planned to use 937 billion 
francs on development projects, an increase of 
44.4 percent from the fiscal year ending June, 
Gatete said.  

The cash will be used for promoting export 
products, agriculture and expansion of state-run 
airline Rwandair, completing the construction of 
a new airport and renovation existing airports. 
The money will also go to towards roads, power 
transmission lines and water supply, Gatete 
said. 

Rwanda's economy is expected to grow 6.2 
percent in 2017 and 6.8 percent in 2018 while 
inflation is expected to be at 7 percent by the 

end of 2017, Gatete said in May. 
He said inflation would edge down to 6 percent 
in 2018. 
The central African nation has posted soaring 

growth rates in recent years mostly fuelled by 
business-friendly policies and strong inflows of 
foreign investment. 
 
($1 = 811.0000 Rwandan francs) 
(Reporting by Clement Uwiringiyimana; Editing by 
George Obulutsa and Toby Chopra) 
(( Clement.Uwiringiyimana@thomsonreuters.com ; 
+250 784 031935; Reuters Messaging: 
Clement.Uwiringiyimana.thomsonreuters.com@reuters
.net )) 
 
 

South Africa 

South Africa's rand steadies, focus on 

mailto:oludare.mayowa1@thomsonreuters.com
mailto:oludare.mayowa1@thomsonreuters.com
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Moody's rating decision  

09-Jun-2017  

JOHANNESBURG, June 9 (Reuters) - South 

Africa's rand steadied against the dollar early 
on Friday as the market awaited a credit 
rating decision from Moody's expected late in 
the day. 
At 0649 GMT, the rand traded at 12.9425 per 
dollar, from its overnight close of 12.9200 on 

Thursday. 
South Africa sank into recession in the first 
quarter and investors worry this will prompt 
further rating downgrades. 
Moody's -- whose Baa2 rating is two notches 
above "junk" -- placed South Africa on review 

for a downgrade in April after a controversial 
cabinet reshuffle saw respected finance minister 

Pravin Gordhan was sacked. 
"Moody‟s will almost certainly downgrade South 
Africa late this afternoon. The big question is 
whether they also keep the outlook as negative: 
we do not think so but it is a close call," Rand 

Merchant Bank currency strategist John Cairns 
wrote in a note.  
S&P Global Ratings cut South Africa's foreign 
currency debt to speculative grade, while 
Fitch downgraded the country to "junk" for 
both foreign and local currency debt after the 
cabinet shake-up. 

Market focus also on Britain where Prime 
Minister Theresa May's Conservative Party lost 

its parliamentary majority in a general election. 

Stocks were set to open slightly higher at 0700 
GMT, with the JSE securities exchange's Top-40 
futures index up 0.23 percent. 
In fixed income, the yield for the benchmark 
government bond due in 2026 added 2 basis 

points to 8.52 percent. 
 
(Reporting by Olivia Kumwenda-Mtambo; Editing by 
Joe Brock) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
 
 

Tanzania 

Tanzania says government spending to 

rise 7 pct in 2017/18  

08-Jun-2017  
DODOMA, Tanzania, June 8 (Reuters) - 
Tanzania said on Thursday its budget for 

2017/18 (July-June) will rise 7 percent to 
31.71 trillion shillings ($14.21 billion) giving a 
budget deficit of 3.8 percent of gross 
domestic product. 

Finance Minister Philip Mpango told parliament in 
the administrative capital Dodoma that the 
government plans to borrow 6.17 trillion shillings 

from domestic markets and another 1.59 trillion 
from external non-concessional loans. 

 
($1 = 2,232 Tanzanian shillings) 
(Reporting by Fumbuka Ng'wanakilala; Writing by 
George Obulutsa; Editing by Louise Ireland) 

(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1232; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
 
 

Uganda 

Uganda to boost spending 10 pct in 

2017/18 to support growth  

08-Jun-2017  
KAMPALA, June 8 (Reuters) - Uganda will 

increase spending by 10 percent in the fiscal 
year starting next month to 29 trillion 
shillings ($8.09 billion) to support flagging 
economic growth, its finance minister said in 
a budget speech on Thursday. 

The East African economy is estimated to have 

expanded by 3.9 percent in the fiscal year to the 
end of this month, well below an initial forecast 
of 5.5 percent, mainly due to a drought and 
sluggish private sector credit growth. 
Matia Kasaija, the finance minister, said reforms 
in key sectors like farming and financial services 
would help the economy to attain faster growth. 

The country is also investing in the petroleum 
sector after oil was discovered in 2006.  
"As result of these actions, the economy is 
expected to rebound to annual growth rates of 7 
percent in the medium term, as a minimum," he 
told lawmakers. 

The government would borrow 954 billion 

shillings from the domestic market, Kasaija said, 
without saying what the overall fiscal deficit was.  
Domestic borrowing in the 2016/17 fiscal year 
stood at 612 billion shillings. 
 
($1 = 3,585.0000 Ugandan shillings) 
(Reporting by Elias Biryabarema; Writing by Duncan 
Miriri; Editing by Catherine Evans) 
(( duncan.miriri@thomsonreuters.com ; +254 20 

4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 

Zimbabwe 

Zimbabwe domestic debt at $4 billion 

by March 2017  

08-Jun-2017  
HARARE, June 8 (Reuters) - Zimbabwe's 

domestic debt rose 40 percent to $4 billion 
during the year to March while the budget 
deficit was $230 million in the first quarter of 
this year, the national treasury said in a 
report on Thursday. 

The southern African nation has had to rely on 

domestic taxes and borrowings to fund its 
national budget since international institutions 
stopped lending to President Robert Mugabe's 
government, which owes more than $7 billion in 

arrears. 
The treasury said in a January-March report that 

the government's domestic borrowings stood at 
$4.034 billion at the end of the first quarter, up 
40.2 percent from the prior year. 
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Mugabe's government has struggled to pay its 

workers due to a financial squeeze and earlier 

this year said it would borrow $180 million 
locally to pay outstanding bonuses for 2016 after 
civil servants threatened to go on strike. 
The budget deficit stood at $230 million during 
the first quarter after the government spent 
$1.1 billion against revenue of $869 million. 

More than 60 percent of the revenue was used 
to pay state wages. 
The treasury however said it expected economic 
growth of 3.7 percent this year, over double its 
previous forecast of 1.7 percent, on the back of 
improved performances in agriculture and 

mining. 
Output of the staple maize is forecast at 2.1 
million tonnes this year, from 511,000 tonnes in 

2016, when Zimbabwe was hit by a devastating 
drought that left more than 4 million people in 
need of food aid. 
Earnings from mining, the biggest foreign 

currency earner, are forecast to reach $3 billion 
this year due to higher commodity prices, the 
treasury said.  
 
(Reporting by MacDonald Dzirutwe; Editing by Ed 
Stoddard) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
 

 
 

 


