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ASIA 
 

Bangladesh 

Moody's Says Bangladesh Faces Strong 

Economic Growth & Weak Revenue 

Generation Constrains Fiscal Capacity  

08-Mar-2018  
March 8 (Reuters) -  
Moody's: Bangladesh faces strong economic 
growth, while weak revenue generation 
constrains fiscal capacity. 

Moody's - Bangladesh credit profile supported by 

strong economic growth, macroeconomic 
stability, modest government debt burden, 
access to concessional funding. 
Moody's - in the medium term, Moody's expects 
GDP growth to hover around 6.5%. 
Moody's says continues to expect robust 
economic activity in Bangladesh, driven by the 

ready-made garment (RMG) industry. 
Moody's on Bangladesh-expects fiscal deficit 
to widen slightly in fiscal year ending June 
2018,government's debt burden will remain 
relatively low & stable. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 

 

China 

Lower China budget deficit does not 

mean less gov't spending-finance 

official  

06-Mar-2018  
BEIJING, March 6 (Reuters) - China's first 

reduction in its budget deficit target in six 
years does not suggest less government 
spending this year or signal an intensified 
effort to reduce central government debt, a 
senior official said. 

Premier Li Keqiang announced on Monday in his 

annual work report that Beijing has cut the 
budget deficit target to 2.6 percent of gross 
domestic production (GDP) from 3 percent in 

2017. 
Economists had expected it to be maintained or 
trimmed only slightly.  
The surprise move, together with other 
official comments on other economic targets 
and the need for further reforms, was seen by 
some China watchers as an indication that the 
pace of fiscal expansion may be slowing as 
Beijing's ramps up its campaign to contain 

risks in the financial system.  

Greater caution over spending and tightening 
monetary conditions could retard the pace of 

economic growth not only in China but globally. 
But Yang Weimin, the deputy director of the 
Office of the Central Leading Group on Financial 
and Economic Affairs, stressed that a separate 

government-managed funds budget has a 
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substantially bigger deficit - almost 70 percent 

higher from last year with an increase of 550 

billion yuan ($86.74 billion).  
This deficit is financed by the issuance of 
special purpose local government bonds - 
debt which is repaid through returns on 
investment projects rather than fiscal 
revenue. 

Yang spoke to Reuters late on Monday on the 
sidelines of the annual parliament meeting. 

The reduction in the target for the fiscal deficit 
as a proportion of GDP is thus "not a negative 
move for economic activity", Everbright Sun 
Hung Kai, a Beijing-based investment bank, 
wrote in a note. 
"Taking the two budgets into account, we 
estimate that the total budget deficit as a 

proportion of GDP will marginally increase 
this year to 4.1 percent versus 4.0 percent in 
2017," it said. 

Beijing said on Monday it has set an economic 
growth target of around 6.5 percent for this 
year, the same as last year, though actual 2017 
growth came in at a much stronger 6.9 percent.  
Yang also said China's crackdown on riskier 

financing practices such as shadow banking are 
mainly targeted at the highly-leveraged 
corporate sector.  
"The main task (of deleveraging) is to bring 
down the corporate debt ratio," he said, while 
adding that China's rapidly-rising household 
debt, largely due to a surge in mortgages, 

should "stop increasing".  
Economists at ANZ expect China’s total debt to 
grow by 10.6 percent this year, slightly more 
than 2017, but much slower than 
the compound annual growth rate of 16.4 
percent between June 2010 and June 2017.  
The debt-to-GDP ratio is estimated to remain 

at 254.7 percent in 2018, the same as at the 
end of 2017, ANZ said in a research note on 
Monday. 

China's sovereign debt levels are not excessively 
high by global standards. 
But state-owned companies which are used as 
growth drivers account for a hefty portion of its 
corporate debt, which has ballooned rapidly to 

levels that some economists say could signal a 
banking crisis in the next few years.  
Debt-to-GDP for non-financial companies rose 
from around 120 percent by the end of 2011 to 
a recent peak of 166.8 percent. But the figure 
came down slightly to 163.4 percent in the 
second quarter of 2017, according to data from 

the Bank for International Settlements. 
Chinese household debt-to-GDP rose to 47 
percent in the second quarter of 2017 from 39 
percent in the same period two years ago, the 
BIS data showed.  
 
($1 = 6.3405 Chinese yuan renminbi) 
(Reporting by Yawen Chen and Ryan Woo; Editing by 
Kim Coghill) 
(( yawen.chen@thomsonreuters.com ; +86 10 6627 
1207; Reuters Messaging: 
yawen.chen.thomsonreuters.com@reuters.net )) 
 

 

China reassures that fiscal policy still 

expansionary despite deficit cut  

07-Mar-2018  
•No change in fiscal policy despite deficit cut-
finance minister 

•Will reasonably set quotas on local 
government debt issuance  
•Says will hold local officials responsible for 
debt raising 
By Kevin Yao 

BEIJING, March 7 (Reuters) - China's fiscal 

policy remains supportive for economic 
growth this year despite a rare cut in the 
government's budget deficit target, Finance 
Minister Xiao Jie said on Wednesday, as 
markets worry over whether Beijing is 

considering scaling back stimulus.  

Premier Li Keqiang announced on Monday that 
Beijing has cut the annual budget deficit target 
to 2.6 percent of gross domestic production 
(GDP) from 3 percent in 2017 - the first cut 
since 2012. 
Li also did not give a hard target for money 

supply growth, while he and other officials have 
stressed authorities would step up their 
crackdown against riskier types of financing and 
high levels of debt, stoking concerns over how 
Beijing will be able keep growth steady.  
Greater caution over spending and tightening 
monetary conditions could retard the pace of 

economic growth not only in China but globally. 

But Beijing has set the same growth target for 
2018 as last year, at around 6.5 percent. 
"I'm clearly telling everyone that the pro-active 
fiscal policy's orientation has not changed, 
although this year's fiscal deficit ratio declined 
from the previous year," Xiao said at a news 

briefing during China's annual parliament 
meeting. 
That fiscal policy stance, which has been in place 
since the 2008-09 global financial crisis, will 
remain "relatively strong" this year, he said. 
Most China watchers have described the 
deficit cut as largely symbolic, reinforcing 

Beijing's intent to get financial risks under 
control, and have noted there are numerous 
other ways for the government to provide 
support and fiscal stimulus. 

Indeed, Xiao pointed to a 550 billion yuan 
($86.95 billion) jump in planned special bond 
debt issuance by local governments to fund key 
projects this year and a 30 billion yuan rise in 
central government budget for infrastructure 

investment. 
Local governments will be allowed to issue 1.35 
trillion yuan in special purpose bonds - debt 
which is repaid through returns on investment 
projects rather than fiscal revenue - in 2018, 
versus 800 billion yuan in 2017. 

"Both figures indicate that we are doing 

additions and not subtractions," Xiao said. 
Adding to market confusion over how China's 
budget plans square up, Premier Li has pledged 
to cut taxes for firms and individuals by more 
than 800 billion yuan this year, on top of fee 
reductions of 300 billion yuan, flagging slower 
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revenue growth. 
However, despite the lower deficit ratio, the 
size of the combined central and local 
government budget deficit is expected to 
remain unchanged at 2.38 trillion yuan this 
year.  

Most economists already expected China will 
lose some growth momentum this year as its 
"de-risking" campaign pushes up borrowing 
costs and the property market cools. Escalating 

trade tensions with the United States also pose 
significant downside risks. 
But Beijing has only missed a GDP growth target 
once in recent memory, falling just a whisker 
short in 2014. 
Growth last year came in much stronger than 
target at 6.9 percent as hefty government 

infrastructure spending contributed to a building 
boom, while bank lending hit a fresh record and 
sluggish exports rebounded.  
LOCAL DEBT RISKS 
Beijing is widely expected to tighten the 
screws this year as it reins in risks, in 
particular focusing on local government debt. 
China will set reasonable quotas on municipal 

debt issuance and keep cracking down on 
"chaotic" debt financing, Xiao said. 

"We will further standardise and strengthen local 
government debt management (and) continue to 
take measures of 'opening the front door and 
blocking the back door'," Xiao said, referring to 
shutting down covert financing practices. 

Local government officials will be held 
responsible for debt raising activities, Xiao said, 
stressing he was fully confident such measures 
would prevent China from suffering systemic 
risks. 
Such moves are likely already weighing on local 
infrastructure investment, analysts say.  

Local government finances and burgeoning debt 
levels at China's state-owned firms have been a 
source of concern for policymakers as the 
central government has rejected the view that it 
will implicitly offer guarantees to government 
financing vehicles if they get into trouble. 
China's total outstanding government debt stood 

at 29.95 trillion yuan ($4.73 trillion) at end-

2017, which was equivalent to 36.2 percent of 
gross domestic product, down from 36.7 percent 
in 2016, Xiao said. 
Authorities expect no significant changes in the 
government debt ratio in the coming years, 
versus the level in 2017, Xiao added. 

China has capped the outstanding local 
government debt at 21 trillion yuan for 2018, 
according to the annual budget report.  
 
($1 = 6.3257 Chinese yuan) 
(Reporting by Kevin Yao; Editing by Sam Holmes, 
Himani Sarkar and Kim Coghill) 
(( yawen.chen@thomsonreuters.com ; +86 10 6627 
1207; Reuters Messaging: 
yawen.chen.thomsonreuters.com@reuters.net )) 
 

 

China govt bond yields rise as stronger 

CPI adds to tightening worries  

09-Mar-2018  
SHANGHAI, March 9 (Reuters) - Chinese 

government bond yields rose on Friday after 
data showed a stronger-than-expected 
acceleration in consumer inflation in 
February. 

The yield on 10-year Chinese treasuries rose 
about 2.5 basis points to 3.8550 percent after 
the release of consumer price index data, data 
from the China Foreign Exchange Trade System 
showed on Friday. Two traders also confirmed 

the move. 
The rise in yields reflected concern over 
possible policy tightening, said a Shanghai-
based portfolio manager, adding that some 
market players were already concerned about 
the central bank's recent draining of market 
liquidity through its open market operations. 

Prior to the inflation data, some market 
watchers had already been expected the central 

bank to make another symbolic rise in short-
term money market interest rates later this 
month. 
The People's Bank of China (PBOC) drained a net 
240 billion yuan from the money market after 
skipping open market operations on Friday. It 
has now drained 720 billion yuan on a net basis 

from money markets so far in 2018. 

China's consumer price index (CPI) rose to 2.9 
percent in February, well above forecasts and 
flirting with the government's newly set 2018 
goal of around 3 percent. 
It was the fastest pace of consumer inflation 

since November 2013, though analysts had 
warned February data was likely to be distorted 
by the timing of the long Lunar New Year 
holidays, when food and transportation costs 
briefly climb. 
 
(Reporting by Andrew Galbraith; Editing by Kim 
Coghill) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 

andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
 
 

Hong Kong/Singapore 

Fitch: HK, Singapore Take Different 

Paths on Long-Run Challenges  

07-Mar-2018  
Fitch Ratings-Hong Kong/Singapore-March 06: 
The Hong Kong and Singapore annual budgets 
focus on raising potential growth and meeting 
long-term challenges posed by population 

ageing, says Fitch Ratings. Hong Kong's budget 

signalled a willingness to adopt a more 

interventionist long-term growth strategy, which 
would move it closer to the model traditionally 
applied by Singapore. However, Hong Kong's 
government indicated that immigration could be 
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used to counteract labour market and 

demographic challenges, in contrast with 

Singapore's approach to reducing its reliance on 
foreign labour. 
Public finances should remain substantial 
credit strengths for both sovereigns, given 
healthy fiscal reserves and credible policy 
anchors that ensure budgets remain balanced 

over the medium term. This underscores the 

priority both governments have given to long-
term fiscal sustainability in the face of the 
looming demographic challenges over the 
coming decades (see chart). Slower working-age 
population growth will act as a drag on GDP 
growth and could create labour shortages, while 
healthcare costs will increase markedly. These 

trends are only likely to affect sovereign credit 

profiles beyond our rating horizon, but could 
eventually result in structural deficits without a 
concerted policy response. 
Hong Kong's budget, in Fitch's view, signals a 
pivot toward a somewhat more interventionist 
long-term approach that may see the 
government play a larger role in setting the 
direction and structure of the economy, while 

preserving its competitive low-tax structure. 
The government indicated that in light of the 
rising importance of IT and intense competition 
between economies, it may look to play the role 
of a "promoter" of industries in which it sees 
strong development potential. The government 
has also identified land and manpower as key 

supply-side constraints hindering growth, which 
it intends to help address through immigration 
and a Task Force on Land Supply. 
Further economic integration with China will also 
be a key part of Hong Kong's development 
strategy, as illustrated by plans to develop the 
Guangdong-HK-Macao Bay Area. Hong Kong's 

ability to capitalise on integration opportunities 
and remove supply-side constraints will be key 
to boosting growth - the government is 
forecasting medium-term GDP growth of 3% per 
year, up from 2.7% over the last decade. 
However, continued integration is likely to link 

Hong Kong's business cycle more closely to 
China, which could also introduce vulnerabilities, 

given the territory's already-significant economic 
and financial linkages with the mainland. 
Singapore's ability to address labour supply 
shortages is constrained by social discontent 
over the previous pace of immigration. 
Accordingly, it has for some years pursued 

strategies to reduce dependence on foreign 
workers by raising labour productivity. The latest 
budget builds on earlier initiatives to support 
productivity growth, which have included 
incentives for businesses to innovate and adopt 
technologies, and support for worker training. In 
this respect, it has moved earlier than Hong 

Kong. 
The Singapore budget also included measures to 

lift revenue, most notably by increasing buyers' 
stamp duty and setting out plans to hike the 
goods and services tax rate from 7% to 9% 
during 2021-2025. Singapore has been moving 
toward a more progressive income tax regime. 

Both reported healthy budget surpluses in 2017 

- reflecting robust global growth 

•and outlined expansionary budgets for 2018. 
Hong Kong is targeting a surplus of 1.7% of 
GDP, down from an estimated 5.2% in 2017. 
Singapore is aiming for a small deficit of 0.1% of 
GDP, versus a 2.1% surplus. Singapore is giving 
citizens direct cash handouts this year, while 

Hong Kong has opted for tax cuts and more 
targeted giveaways. Both are committing 
considerable funds to infrastructure, innovation 
and technology to support long-term growth. 
The Singapore government also announced it 
will consider providing guarantees to statutory 

boards and government-owned companies to 
build infrastructure. 
 
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 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. All opinions expressed are 
those of Fitch Ratings. 
 
 

India 

India makes fresh Fitch pitch for 

sovereign rating upgrade  

07-Mar-2018  
•India govt cites strong macro fundamentals 
to Fitch - official 
•India tells Fitch will lower fiscal deficit to 3 
pct by 2020/21 
•Conscious of impact of high deficit on 
inflation - official 

By Manoj Kumar 
NEW DELHI, March 7 (Reuters) - India's 

government has reiterated its pitch for a 
sovereign rating upgrade to Fitch, citing 

strong economic fundamentals, a finance 
ministry official said after a meeting with the 
global rating agency on Wednesday. 

Fitch rates India as BBB-, the lowest investment 

grade sovereign rating, with a stable outlook. 
The government has assured Fitch that it will 
bring down the fiscal deficit to 3 percent of gross 
domestic product (GDP) by 2020-21, the official 

told reporters, adding it is "conscious" of the 
impact of a high fiscal deficit on inflation. 
The government led by Prime Minister Narendra 
Modi diverted from a fiscal consolidation 
roadmap when it announced last month a fiscal 
deficit target of 3.3 percent for the year 2018/19 
starting in April, higher than the 3.0 percent 

projected earlier. 
"India's sovereign ratings deserves to be 
upgraded considering strong macroeconomic 

fundamentals and a number of reforms," said 
the official, who attended the meeting but 
declined to be identified as it was not public. 
Fitch kept its sovereign rating on India 

unchanged last month following the 2018/19 
budget announcement, citing high combined 
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federal and state government debt as a key 
constraint on the rating. 

While rival global rating agency Moody's 

Investors Service upgraded India's sovereign 
rating in November, for the first time in 14 
years, Standard & Poor's has also kept its rating 
unchanged. 
The official also downplayed concerns over slow 
revenue collection due to the new goods and 

services tax, saying that the system will stabilise 
in the next seven to eight months. 
The government also assured Fitch that the 
country's debt to GDP ratio will come down to 40 
percent in the next few years, the finance 
ministry official said, a median level for BBB 

rated sovereigns cited by Fitch. 
 
(Reporting by Manoj Kumar; Editing by Subhranshu 
Sahu, writing by Suvashree Choudhury in MUMBAI; 
Editing by Kim Coghill) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et )) 
 
 

Indian govt seeks parliament nod for 

$13 bln net extra spending  

08-Mar-2018  
Spending to include 92.6 bln rupees for 
defence pensions 
•Extra spending unlikely to widen fiscal 
deficit 
•2017/18 fiscal deficit target earlier raised to 
3.5 pct of GDP 

By Manoj Kumar 

NEW DELHI, March 8 (Reuters) - The Indian 

government on Thursday sought parliament's 
approval to spend a net additional 853 billion 
rupees ($13.14 billion) in new spending in the 
current fiscal year to end-March 2018, a 
finance ministry statement said. 

Prime Minister Narendra Modi, who faces 
national elections next year, has pushed up 

spending on rural infrastructure and jobs-
creating sectors to bolster his popularity among 
voters. 

This extra spending is unlikely to impact the 
country's fiscal deficit target for 2017/18 as 
India had raised the target to 3.5 percent of 
gross domestic product from 3.2 percent earlier. 

The spending would include 627 billion rupees 
compensation to the state governments and 
union territories following the launch of Goods 
and Services Tax in July last year, and 92.6 
billion rupees for pension payments to the 
armed forces. 
Asia's third largest economy grew 7.2 percent 

in the December quarter, its fastest pace in 
five quarters, beating China's 6.8 percent 
growth in that quarter. 

Modi faces criticism over mounting bad loans at 

state banks and a $1.77-billion fraud at state 
lender Punjab National Bank, the biggest in the 
country's banking history. 
 
($1 = 64.9200 Indian rupees) 
(Reporting by Nigam Prusty and Manoj Kumar; Editing 

by Malini Menon and Himani Sarkar) 
(( malini.menon@thomsonreuters.com ; +91 11 4954 
8028 / +91 11 3015 8028; Reuters Messaging: 
malini.menon@thomsonreuters.com @reuters.net)) 
 
 

India Bonds Fall After News On Foreign 

Investment Limit Cap  

09-Mar-2018  
By Dharam Dhutia 

NewsRise 
MUMBAI (Mar 09) -- Indian sovereign bonds 

fell in afternoon trade, dragged by news that 
the central bank wants the foreign investment 
limits in government debt to stay unchanged 
for the time being.  

The benchmark 7.17% bond maturing in 2028 

was trading at 96.31 rupees, yielding 7.71% at 

1:00 p.m. in Mumbai, against 96.63 rupees and 
7.66% yield yesterday. The note rose to 96.85 
rupees earlier today, the highest since Feb. 20, 
while falling to the day’s low of 96.20 rupees.  
“There was a positive momentum building up, 
but the news of foreign investment cap has 
halted that for the time being,” said a trader 

with a brokerage. “Market will wait for the final 
confirmation on this news, but strong hopes of 
falling inflation will cap any major rise in bonds 
yields.”  
A local media agency reported citing sources 
that the Reserve Bank of India wants the current 

investment cap of 5% of outstanding securities 

in government bonds to stay unchanged.  
Foreign portfolio investors are currently 
allowed to invest up to 2.564 trillion rupees in 
government bonds, which is 4.99% of the 
total outstanding government bonds of 
51.376 trillion rupees as on Feb. 12. These 
investors have already invested 2.362 trillion 
rupees of their available limit, according to 
data from National Securities Depository Ltd.  

Still, the fall in bonds prices were capped as 
traders expect February's inflation print to ease 
below 5% on year from 5.07% in January. A 
Reuters poll pegs retail inflation at 4.9% in 
February. 
India’s Monetary Policy Committee had kept its 

key policy rate unchanged last month, while 

highlighting inflation risks going ahead. The law 
mandates the central bank to keep inflation at 
4% with a band of 2 percentage points on either 
side. 
There is “no chance” of India’s retail inflation 
crossing the 6%-mark, federal Economic Affairs 
Secretary Subhash Garg said yesterday, while 

adding that retail inflation will stabilise at around 
4%. 
Crude oil prices slipped amid concerns of rise in 
supply. The benchmark Brent crude oil contract 
was at $63.84 per barrel, after falling 1.14% 
overnight to settle at $63.61 yesterday. India 

imports 80% of its crude oil requirements. 
Over the last few days, appetite for bonds has 
received a slight push from improving liquidity 
conditions in India's banking system.  
The Reserve Bank of India will infuse 750 billion 
rupees through three long-term repo auctions 



 

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 

  7 

this month. It will also conduct a 220 billion 

rupees 14-day term repo auction today. 

Moreover, Treasury bills under market 
stabilisation scheme worth one trillion rupees 
are scheduled to mature next week, which will 
further boost banking system liquidity. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 

- Edited By Debasis Basak 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia sells 5.095 trln rupiah of 

Islamic bonds, below target  

06-Mar-2018  
JAKARTA, March 6 (Reuters) - Indonesia's 

finance ministry sold 5.095 trillion rupiah 
($369.87 million) of Islamic bonds at an 
auction on Tuesday, below the indicative 
target of 8 trillion rupiah, its financing and 
risk management office said. 

The weighted average yield for Islamic T-bills 
maturing in September 2018 was 4.28669 
percent. 
The project-based sukuk maturing in March 
2020 had a weighted average yield of 5.97455 

percent, higher than 5.76688 percent at the 
previous auction on Feb. 20. 

Sukuk maturing in January 2022 had a weighted 
average yield of 6.26716 percent, up from the 
previous auction's 6.06611 percent. 
The weighted average yield for the project-
based sukuk maturing in October 2025 was 
6.71260 percent, also up from 6.56426 percent 
in the previous auction. 

The sukuk maturing in November 2031 had a 
weighted average yield of 7.30817 percent. 
The sukuk maturing in February 2037 had a 
weighted average yield of 7.65006 percent, also 
higher than previous auction of 7.62099 percent. 
Total incoming bids on Tuesday were 8.62 

trillion rupiah, down from 13.34 trillion rupiah in 
the previous auction. 
The highest bid-to-cover ratio was 3.05 for 
Islamic T-bills maturing in September 2018. 
 
($1 = 13,775 rupiah) 
(Reporting by Nilufar Rizki Editing by xxx) 
(( nilufar.rizki@thomsonreuters.com +6221 2992 7611  
Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Iraq 

Iraqi parliament approves $88 billion 

2018 budget  

03-Mar-2018  
BAGHDAD, March 3 (Reuters) - Iraq's 

parliament approved on Saturday a long-

delayed 104 trillion Iraqi dinar ($88 billion) 
2018 state budget, two lawmakers told 

Reuters, though lawmakers from the semi-
autonomous Kurdistan region boycotted the 
session. 

"We boycotted the vote and there are proposals 
for Kurdistan to withdraw from the entire 
political process in Iraq over the unfair 
treatment we have received," said Kurdish 
lawmaker Ashwaq Jaff. 

 
($1 = 1,181.0000 Iraqi dinars) 
(Reporting by Ahmed Aboulenein) 
(( ahmed.aboulenein@thomsonreuters.com ; +964 
790 191 7021; Reuters Messaging: 
ahmed.aboulenein.thomsonreuters.com@reuters.net )) 
 
 

Kazakhstan 

Kazakhstan financial hub eyes 

sovereign sukuk  

06-Mar-2018  
LONDON, March 6 (IFR) - Kazakhstan's 

financial centre expects the government to 
issue Islamic bonds, or sukuk, in coming 

months as part of efforts to develop Islamic 
finance business in the central Asian country, 
an official said on Tuesday. 

Final legislative changes to allow issuance of 
sovereign sukuk are nearly complete, alongside 

registration of a special purpose vehicle by the 
Ministry of Finance, said Alibek Nurbekov, head 
of the Islamic finance department at the Astana 

International Financial Center (AIFC). 
The AIFC, an economic zone modelled on 
Dubai's International Financial Center, is the 
centrepiece of the former Soviet republic's plans 
to become a regional financial hub. 
"Issuance of sovereign sukuk is planned in 
the first half of 2018 in total up to US$300m 
dollars," Nurbekov said. 

The sale would follow sukuk issued by the 
Development Bank of Kazakhstan in 2012, a 
deal that raised MYR240m (US$61.51m) via the 
Malaysian market. 

A central sharia board would be established in 
the first half of the year, said Nurbekov, while 
rules covering Islamic insurers and a fund for 

Islamic endowments are also planned. 
Islamic banks have traditionally used internal 
sharia boards to ensure the religious compliance 
of their products, but a centralised model is 
gaining favour across the industry. 
In December, the AIFC approved a set of 
regulations which are aligned with standards 

from the Islamic Financial Services Board, a 
global industry body based in Malaysia. 
Around three quarters of Kazakhstan's 
population of 17 million are Muslim, but 
development of Islamic finance has been slow 

partly due to regulatory hurdles. 

 
(Reporting by Bernardo Vizcaino) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
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Lebanon 

Lebanese dollar reserves recover from 

last year's crisis  

06-Mar-2018  
BEIRUT, March 6 (Reuters) - The Lebanese 

central bank's dollar reserves grew in early 
2018, recovering from a decline during a 
political crisis last year that pushed up 
interest rates, its governor said on Tuesday.  

Reserves climbed by $1.4 billion in the first two 
months of the year and total assets in dollars 

exceeded $43 billion, Governor Riad Salameh 
said at an economic conference in Beirut.  
"With the rise of interest rates and the return of 

political issues to normal, the dollar reserves at 
the central bank rose," he said. 
November's political crisis was triggered by the 
sudden resignation of Prime Minister Saad al-

Hariri during a trip to Saudi Arabia, before he 
returned to the country and resumed his role.  
The crisis raised questions about Lebanon's 
economic stability and put pressure on the 
Lebanese pound's peg to the dollar.  
Lebanon has one of the world's most indebted 
governments measured against the size of its 

economy. Growth has been slowed by war in 
neighbouring Syria and years of internal 
political disputes. 

The economy relies on the confidence of millions 

of expatriate Lebanese who deposit into local 
banks. The banks buy government debt, which 
finances the expanding budget deficit and debt. 
The International Monetary Fund last month 

strongly criticised Lebanon's unsustainable debt 
trajectory and said there was an "urgent need" 
for government policy to stabilise and then 
reduce public debt as a share of gross domestic 
product.  
Hoping to stimulate its economy, Lebanon this 
year is seeking up to $16 billion in infrastructure 

investment from international donors who hope 
to ward off more Middle East instability, in a 
country that hosts more than a million Syrian 

refugees.  
"It is no secret that the economic situation in 
Lebanon today is difficult and that we face big 
challenges," Hariri told the conference.  

"Growth rates are low, unemployment rates 
have exceeded 30 per cent, poverty rates are 
increasing, the balance of payments suffers a 
deficit, public debt is rising at a rapid rate and 
has exceeded $80 billion and the treasury deficit 
has reached unsustainable levels," he added.  

During November's turmoil, some Lebanese 
rushed for dollars; data shows central bank 
foreign assets fell by $1.6 billion that month.  
Salameh told Reuters on the conference's 
sidelines that November's increase in local 

currency interest rates of around 2 percentage 
points -- a result of the political crisis -- had 

been enough to iron out market imbalances, 
"therefore we have an outlook of stable interest 
rates".  

The government passed a state budget last year 

for the first time since 2005 and has pledged to 

agree a 2018 budget before April 6, when France 
will host a donor conference to support Lebanon. 
Tuesday's conference, organised by Lebanese 
business magazine Al-Iktissad Wal-Aamal in 
cooperation with Hariri's office, was a roadshow 
for Lebanon's infrastructure investment plans 

ahead of April's Paris conference.  
 
(Reporting by Lisa Barrington; editing by Larry King) 
(( dahlia.nehme@thomsonreuters.com ; 
0096171552500; )) 
 
 

Qatar 

IMF Releases Qatar Article IV 

Concluding Statement  

08-Mar-2018  
IMF released the concluding statement of 
Article IV Consultations with Qatar on March 

5, 2018. The IMF Article IV Consultations 
were held with Qatar during February 4-21, 
2018.  

The Concluding Statement notes that Qatar's 
economy continues to adjust successfully to the 
lower hydrocarbon prices and the financial 
system remains sound. The direct economic 
impact of diplomatic rift between some countries 

and Qatar has been transitory and is fading. 

Macroeconomic performance remains resilient 
and is the outlook is expected to remain broadly 
favorable. Authorities are advancing a structural 
reform agenda to improve business 
environment, and diplomatic rift has acted as a 
catalyst for enhancing domestic food production 

and reducing reliance on a small group of 
countries.  
GDP Growth stood at 2.1% in 2017, and is 
projected to increase to 2.6% in 2018. Fiscal 

deficit is estimated to narrow down to 6% of 
GDP in 2017 from 9.2% of GDP in 2016. Public 
debt remains sustainable and current account 
balance is improving. Macrofinancial 

indicators are improving in 2018 compared to 
mid-2017.  

 
(C) Copyright 2018 - Qatar Central Bank 
©Thomson Reuters 2018. All rights reserved. 
 
 

Saudi Arabia 

Saudi Arabia's $16 billion syndicated 

loan cuts funding costs  

04-Mar-2018  
By Davide Barbuscia 
DUBAI, March 4 (Reuters) - Saudi Arabia's 

planned $16 billion syndicated loan, one of 
the largest ever in emerging markets, will cut 
the kingdom's cost of funding by paying banks 
much less than on previous borrowings. 

The ministry of finance said on Twitter that it 
would offer banks a margin of 75 basis points 
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over the London Interbank Offered Rate (Libor) 

for the loan, which Saudi Arabia's Debt 

Management Office plans to close by mid-March. 
Offers from international banks for the loan, 
which will refinance, extend and increase an 
existing $10 billion facility raised in 2016 and 
due in 2021, exceeded $20 billion, it said. 
Saudi Arabia's loan in 2016 was its first jumbo 

debt deal after a slump in international oil 
prices hit its finances. It offered banks a 
margin of 103 basis points over Libor. Since 
then, the kingdom has issued $39 billion in 
international bonds. 

Once completed, the revised debt facility will 
comprise an Islamic tranche corresponding to 
more than 30 percent of the size of the loan, 
which means in excess of $5 billion, the ministry 

of finance said on Twitter. 
A group of 16 international banks will provide 
the new loan, the ministry of finance said, two 
more than the 14 international banks supporting 
the original $10 billion syndicated facility. 
“Saudi Arabia’s debt management office 
usually doesn’t price aggressively, but this 
time they have reduced their loan margins by 

28 basis points,” said Mohammed Khnifer, debt 
capital markets senior associate at the Islamic 
Development Bank group. 
“I think the pricing reduction will reflect 
positively not only on Saudi Arabia’s upcoming 
bond sales, but will also have a ripple effect on 
the yield curves of better rated Gulf sovereigns 

such as Abu Dhabi and Kuwait.” 
A new Saudi dollar bond sale could be marketed 
over the next few weeks, banking sources told 
Reuters last month.  
 
(Reporting by Davide Barbuscia 
Editing by Alexander Smith) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

United Arab Emirates 

Emirate of Sharjah sells $1 bln sukuk  

08-Mar-2018  

DUBAI, March 8 (Reuters) - The government of 

Sharjah, the third-largest constituent of the 
United Arab Emirates, has raised $1 billion 
through a 10-year sukuk, the emirate’s 
biggest transaction in debt capital markets, a 
government official said on Thursday. 

The Islamic bond issue, the first under Sharjah’s 
newly established sukuk programme, was 
launched with initial price guidance of 150 basis 

points over the 10-year mid-swap rate and 
subsequently tightened to 135 bps. The deal 
priced on Wednesday. 
With such pricing “we avoided paying any new 

issuance premium despite the continuing 
fluctuations we have been seeing in global 

financial markets”, Tom Koczwara, debt-
management adviser to the government, said in 
an emailed statement. 

“Our choice to pursue the maximum deal size 

and tenor from the options available to us was 

based on strong positive feedback from our 
marketing activities,” he said.  
Demand for the issue was more than $2.4 
billion, according to IFR News. 
The sukuk is Sharjah’s second bond issue this 
year, preceded by a 2 billion renminbi ($316 
million) three-year issuance in China’s Panda 

bond market in February. 

The sukuk was arranged by Dubai Islamic Bank, 
HSBC, Sharjah Islamic Bank and Standard 
Chartered. 
 
($1 = 6.3276 Chinese yuan renminbi) 
(Reporting by Davide Barbuscia 
Editing by David Goodman) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 

EUROPE 

 

Croatia 

Croatia to offer 300 mln HRK in T-bills 

next week  

08-Mar-2018  
ZAGREB, March 8 (Reuters) - Croatia will offer 

300 million kuna ($50 million) worth of 

treasury bills at an auction next week, the 
Finance Ministry said on Thursday. 

The auction will be held on Tuesday and will 
focus only on one-year paper, its usual offer in 
recent weeks. The ministry also sometimes sells 
bills of three-month and six-month maturities as 
well as those denominated in euros. 
At this week's sale the ministry surpassed its 

issuance target with the yield remaining flat 
for the fifth auction in a row. 

The benchmark overnight rate on the local 
money market was quoted at 0.30 percent on 
Thursday, and the one-year rate at 0.53 
percent. Daily market rates change at 0900 
GMT.  

 
($1 = 6.0048 kuna) 
(Reporting by Igor Ilic; Editing by Toby Chopra) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Hungary 

Hungary posts 333.8 bln forint Feb 

budget deficit  

07-Mar-2018  
BUDAPEST, March 7 (Reuters) - Hungary's 

2018 budget deficit rose by 333.8 billion 
forints ($1.33 billion) in February to 526.6 
billion forints, the Economy Ministry said on 

Wednesday. 
The figure is based on Reuters calculations as 
the ministry did not provide a monthly 
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breakdown. The gap was widened by the pre-

financing of European Union-sponsored projects 

as well as spending on urban development 
projects, the ministry said. 
The government spent 492 billion forints on such 
projects in the first two months compared with 
153.3 billion forints in the same period a year 
ago, but funding from the EU amounted to only 

17.9 billion forints, it added. 
Revenues from personal income taxes rose by 
17 percent year-on-year. The ministry said it 
still expected to meet its 2.4 percent of gross 
domestic product deficit target for the full year. 
 
($1 = 251.48 forints) 
(Reporting by Sandor Peto and Gergely Szakacs) 
(( sandor.peto@thomsonreuters.com ; +36 1 327 
4744; Reuters Messaging: 
sandor.peto.thomsonreuters.com@reuters.net )) 
 
 

Hungary begins marketing 3yr Samurai 

at OS+20bp/+30bp  

08-Mar-2018  

TOKYO, March 8 (IFR) - Hungary has started 

marketing three-year Samurai bonds at an 
indicative price range of 20bp–30bp over yen 
offer-side swaps. 

The deal, led by Daiwa and SMBC Nikko, is 
expected to price on March 14 at the earliest. 
The central European country filed a shelf 
registration to the Kanto Local Finance Bureau 

on July 14 to issue up to ¥100bn (US$933m) of 
Samurai bonds and up to ¥100bn of Uridashi 
bonds. 
On December 19, Reuters reported Hungary's 
economy minister Mihaly Varga as saying the 
country could issue a Samurai bond in the 
first half of 2018 in order to maintain its 
presence on the Japanese market. 

This would be Hungary's first yen issuance since 

it sold ¥25bn 10-year bonds via Mizuho and 
Nikko Citigroup in October 2007. 
 
(Reporting by Takahiro Okamoto 
Editing by Vincent Baby) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
 
 

Montenegro 

Montenegro's economy seen growing 3 

percent in 2018  

07-Mar-2018  

SARAJEVO, March 7 (Reuters) - Montenegro's 

output is forecast to grow 3 percent in 2018, 
fuelled by private sector demand and despite 
the effect of fiscal adjustment, the 
International Monetary Fund said on 
Wednesday.  

The estimate is lower than the 2017 growth rate 
of 4.2 percent, which was driven by an 
infrastructure project and record tourism 

revenues, the IMF said in statement following its 
mission to the Adriatic country.  
The lender said the government's fiscal 

adjustment efforts have significantly improved 

its debt sustainability but warned that 

Montenegro needed to generate and maintain 
large primary surpluses to cut debt and fiscal 
and external deficits. 
A primary surplus is a measure that excludes 
interest payments on debt. The public debt of 

Montenegro, the newest NATO member, stood 

at around 67 percent of gross domestic 
product last year.  

The country should improve its primary fiscal 
deficit by 3 percentage points of GDP to 1.6 
percent of GDP, as capital spending will remain 
high, including 6 percent of GDP in highway 
investment, the IMF said. 
Major infrastructure projects, such as a highway 

linking the Adriatic port of Bar with neighbouring 

Serbia, have boosted growth but added to 
Montenegro's debts. 
The lender said that fiscal institutions should be 
strengthened to safeguard debt sustainability 
and prevent short-term oriented policy-making, 

and that authorities should reform the tax 
system to make it more growth-compatible.  
The IMF also urged reforms of public 
administration, the pension system and local 
government that could raise spending 
efficiency.  

The lender estimated 2018 inflation at 2.8 
percent, reflecting hikes in energy prices and 
taxes. It said the current account deficit was 

projected to remain high at 19 percent of GDP, a 

level that requires substantial external support. 
 
(Reporting by Daria Sito-Sucic 
Editing by Matthew Mpoke Bigg) 
(( daria.sito-sucic@thomsonreuters.com ; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net )) 
 
 

Montenegro aims to tap bond markets 

to raise up to $620 mln  

08-Mar-2018  
SARAJEVO, March 8 (Reuters) - Montenegro 

aims to tap bond markets soon to raise up to 
500 million euros ($620 million), a state 
treasury official told Reuters. 

"Conditions have been met for the issuing of 
the seven-year bond soon," Katarina Zivkovic, 
the official at the state treasury directorate, 
told Reuters. 

Separately on Thursday, Montenegro's finance 
minister was quoted as saying by web portal 
Analitika.me that proceeds from the issue would 
be used to finance maturing debt and 

repurchase shares in power utility EPCG from 
Italian regional utility A2A. 
"We expect the paper can be priced at a yield 
ranging from 3.25 percent to 3.5 percent," 
Finance Minister Darko Radunovic said. 
A2A, which holds a 41.7 percent stake in EPCG, 

said last June it aimed to sell the entire stake in 

the utility. The remaining stake is owned by 
Montenegro's government. 
Radunovic said talks with A2A were underway. 
"We are planning to secure some 70 million 
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euros to repurchase the shares. The details of 

the talks will soon be made public. We will 

secure all prerequisites to find a new strategic 
partner in a public and transparent manner," he 
added. 
The public debt of Montenegro stood at around 
67 percent of gross domestic product (GDP) last 
year. 
The International Monetary Fund said in a 
report on Wednesday the country should 
improve its primary fiscal deficit by 3 
percentage points of GDP to 1.6 percent of 
GDP. 

 
(Reporting by Maja Zuvela; Editing by Toby Chopra 
and Mark Potter) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
 
 

Romania 

S&P affirms Romania at BBB-/A-3 with 

stable outlook on moderate debt, 

strong growth prospects  

03-Mar-2018  
BUCHAREST (Romania), March 3 (SeeNews) - 
Standard & Poor's maintained Romania's 
rating at BBB-/A-3, with a stable outlook, due 
to the country's Romania's moderate external 
and government debt, amid strong growth 
prospects. 
"The stable outlook reflects our expectation that, 
although Romania's twin deficits will remain 
elevated as a result of the government's pro-
cyclical fiscal stance, general government and 
external debt will increase only gradually over 
the next two years, barring a major economic 
slowdown," S&P said in a statement late on 

Friday. 
S&P also said it could raise the ratings if 
Romania's government made more sustained 
headway with budgetary consolidation, put 
net general government debt firmly on a 
downward trajectory, and strengthened its 
governance framework, translating into more 
predictable and stable macroeconomic growth 
and government finances. 

On the other hand, ratings could be lowered if 

S&P considered that policy reversals could cause 
general government deficits, debt, and 
borrowing costs to increase significantly. 
Moreover, S&P would consider a negative rating 
action if external imbalances re-emerged, in 
particular if an uncertain political environment 
led to lower foreign direct investment (FDI) 

inflows, implying that Romania's widening 
current account deficit would increasingly be 
financed with debt. 
S&P last reviewed Romania's rating on October 

2017, when it affirmed it at BBB-, with a stable 
outlook and said that the country's budget and 

trade deficits will widen due to the consumption-
focused growth. 
In April 2017, Moody's Investors Service 

changed the outlook on Romania's Baa3 

government bond rating to stable from positive 

due to deterioration in public finance and debt 
outlook for government. 
Standard & Poor's also said in the 
statement: 
"RATIONALE  
The ratings are supported by Romania's 

moderate external and government debt, 

amid strong growth prospects. However, we 
estimate Romania's GDP per capita at just over 
$10,000 in 2017, the second lowest in the EU. 
Low income and wealth levels therefore 
constrain the rating, alongside Romania's 
widening budget deficit, weak institutional and 

governance effectiveness, and continued political 
uncertainty. Institutional and Economic Profile: 

Political volatility overshadows the economic 
boom 
In 2017, Romania's economy was among the 
fastest growing in the EU. Continued conflict 
within the ruling party, PSD, led to the 

appointment of three consecutive prime 
ministers within 14 months. Structural reform 
efforts remain weak, while fiscal policy is 
expedient and consumption focused. 
Fiscal stimulus and a favorable external 
environment sparked an economic boom in 

Romania last year. We forecast the economy 
will have expanded by 7%, fueled mainly by 

domestic demand, especially related to 
consumption, which was supported by double-

digit wage growth and tax cuts that boosted 
disposable incomes. Net external demand, 
however, most likely subtracted from growth as 
domestic demand pushed up imports. Overall, 

Romania's average per capita growth exceeds 
that of its peers. But we expect this momentum 
to be transitory, albeit fairly long lasting, given 
that the increased absorption of EU funds should 
bolster solid investment growth in the later 
years of our forecast horizon through to 2021. 
In 2018, we forecast a moderation of real GDP 

growth to about 4.7%. Budgetary constraints 
will limit the government's ability to add fuel 
to Romania's economy while structural factors 

start to impede growth. A reduction of 

Romania's headline unemployment rate to 4.9% 
in 2017 indicates increasing shortages in skilled 
labor. Moreover, if rapid wage increases, which 
arguably foster convergence and may help 

reduce net emigration, were to continue, 
Romania's hard-won competitiveness gains could 
quickly erode. 
In the medium term, GDP growth rates will 
converge toward those more in line with 
Romania's growth potential, absent stronger 
structural reform efforts. We forecast average 

growth of 3.5% annually in 2019-2021. 
Repeated bouts of political volatility have 
distracted the government's attention from 

reforms that could boost the economy's long-
term growth potential. In particular, Romania's 
business environment has deteriorated over the 
past three years, as indicated by the World 

Bank's Doing Business survey and the World 
Economic Forum's Global Competitiveness 
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Ranking, with Romania dropping by as many as 

15 spots in the latter ranking. 

A lack of visibility on the government's agenda 
and frequent revisions to the country's tax code 
have hampered businesses' ability to make long-
term plans. Another leadership battle between 
Prime Minister Tudose and PSD party leader 
Liviu Dragnea, who is barred from becoming 

prime minister due to an indictment for abuse of 
public office, led to the resignation of Prime 
Minister Tudose in January 2018. This is the 
second change in that position, after the 
previous prime minister, Sorin Grindeanu, lost a 
no-confidence motion put forward by his own 

party less than six months into his term. It 
remains to be seen whether Prime Minister 
Viorica Dancila, Romania's first female prime 

minister, will be able to steer a stable 
government for the remaining legislative period. 
More concerning than the frequent turnover at 
the helm of the government are frequent 

attempts to implement legislative changes that 
could diminish checks and balances between 
institutions and potentially delay structural 
reforms. Romania continues to suffer from 

corruption, although the work of the anti-
corruption agency, DNA, has led to gradual 
improvements in recent years. The 
government is yet to implement important 
reforms, such as those to improve the 

country's infrastructure or the health and 

education sector. In the medium term, these 

structural factors could hamper growth and act 
as a deterrent for foreign investors. 
Flexibility and Performance Profile: Widening 
twin deficits amid remaining fiscal and external 
buffers 
Despite continued easing, the fiscal deficit 

was about 2.9% of GDP in 2017. Last year, the 
current account deficit almost doubled in 
nominal terms, although its funding remains 
stable. Inflation has accelerated, leading the 
National Bank of Romania to raise rates in 
January this year, for the first time in almost a 

decade. 
Stronger-than-expected revenue performance, 
thanks to high nominal GDP growth and another 

year of underspending of the capital budget, 
helped keep the general government budget 
deficit below 3% of GDP in 2017. Increased 
dividends from state-owned enterprises and a 

hike in fuel excise taxes contributed to this 
development. However, double-digit wage 
increases in the public sector have tilted the 
structure of government spending further toward 
social- and wage-related spending and away 
from investment. Romania's high fiscal deficit 

during very rapid economic expansion 
highlights the country's vulnerability to 

potential external shocks. Moreover, it erodes 
painful fiscal gains achieved during post-crisis 

years. 
We note the authorities' strong commitment to 
the general government deficit remaining below 
the 3% of GDP Maastricht deficit ceiling, partly 

because a breach could jeopardize Romania's 
access to EU structural funds. Still, we forecast a 

deficit of 3.6% of GDP in 2018, based on likely 

lower growth, among other factors. Moreover, 

we believe the government's strategy, which 
was previously to slash investment spending to 
keep the deficit in check, is not sustainable, 
given Romania's infrastructure needs. Rather 
than using one-time measures, Romania's 
government will need to find ways to close the 

gap between value-added tax (VAT) owed and 
VAT collected, which is the widest in the EU, 
according to data from the European 
Commission. We believe these pressures on 
Romania's budget will persist over our forecast 
horizon through to 2021. 
In line with our deficit forecast, we also 
expect Romania's general government debt 

will continue to increase. While still modest in 

an EU comparison, we forecast Romania's debt 
could reach 42% of GDP by 2021. Moreover, its 
debt profile remains constrained by a relatively 
high share of foreign-currency-denominated 
debt, as well as the domestic banking sector's 

high exposure to the government. Government 
measures that will lower contribution rates to 
the second pension pillar may have adverse 
effects on the sovereign's ability to refinance 
itself on the domestic market, given banks' 
already high exposure to the government. In 

recent months, a spike in inflation figures and 

an associated rise in inflation expectations 
have depressed demand and pricing in 
domestic bond auctions. However, the 
government continues to cover a large part of 
its financing needs on the domestic market. 
Importantly, the government maintains a hard 
currency buffer covering four months of gross 
financing needs, which provides an additional 
safeguard during periods of market turbulence. 

We do not expect any significant impact on 
government debt from potential privatizations in 
the medium term. The Romanian government is 
in the process of setting up a so-called 
Sovereign Development and Investment Fund 
(FSDI) with legislation expected to pass in 2018 
and the fund potentially becoming operational in 

2019. This fund will pool the state's shares in a 
number of state-owned enterprises, such as 

Hidroelectrica, and is supposed to more 
efficiently carry out and finance larger 
investment projects. Together with a to-be-
established development bank, this could fuel 

investments. The government aims to create the 
FSDI outside the general government sector as 
defined by the European system of national and 
regional accounts. 
In nominal terms, Romania's current account 
deficit almost doubled in 2017, reaching $7.7 
billion (3.8% of GDP). Robust export 

performance was not able to offset the impact of 
domestic demand on the import side of the trade 
balance. Rising import prices, especially for 

energy, also had an adverse effect on the 
current account. We forecast an increasing 
current account deficit in nominal terms, 
although as a share of GDP it could start 

declining after peaking at over 4% of GDP in 
2018 to about 3.9% of GDP by 2021. Surpluses 
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on the financial and capital account covered 

about 80% of the current account deficit in 

2017. An acceleration of EU fund absorption and 
continued FDI inflows could help maintain similar 
levels of financing over our forecast horizon. 
However, we note downside risks should 
Romania fail to boost its EU fund absorption 
capacity or slip back into large deficits. 

Moreover, rapid wage growth, lack of 
infrastructure development, and persisting 
political uncertainties could reduce Romania's 
attractiveness to foreign investors. 
Stable, non-debt-creating inflows to fund the 
current account deficit will also contain 
Romania's external debt metrics in our base-

case scenario. We forecast net narrow external 

debt, our preferred measure, will average 25% 

of current account receipts (CARs), while gross 
external financing needs will be less than 100% 
of CARs on average throughout our forecast 
horizon. Continued external deleveraging, in 
particular by Romania's financial sector, which 

used a period of low credit demand and rising 
deposits to repay loans to foreign parent 
companies, helped Romania achieve the fourth-
lowest narrow net external debt ratio in the EU 
in 2017. Romania's predominantly foreign-
owned banking sector remains sound, in our 
view. The system's loan-to-deposit ratio declined 

to just over 76% at year-end 2017 from its peak 
of 137% in 2008. Liquidity and solvency ratios 

remain strong, and banks have maintained 
their profitability despite low interest rates. 
Lending growth has remained positive for the 
past two years, with loans to households and 
loans denominated in Romanian leu increasing 
strongly. Most of the credit growth stems from 

mortgage loans that benefit from the 
government's Prima Casa program, designed to 
support first-time homebuyers through a 50% 
guarantee by the government. Nonperforming 
loans have shown an impressive decline, 
reducing more than threefold to less than 8% of 

total loans by Sept. 30, 2017, from over 21% at 
midyear 2014. 
Romania continues to operate a managed 
float of the Romanian leu under an inflation-

targeting regime. At the end of 2017, inflation 
moved toward the upper end of the National 
Bank of Romania's target band of 2.5% (+/-1%) 
and, in January, it even exceeded the target 

(4.3% year on year). As a result, the central 
bank raised rates twice, for the first time in a 
decade, by a total of 50 basis points. We expect 
inflation will ease back toward the upper end of 
the target range by year-end 2018, although 
further increases cannot be ruled out." 

 
(1 euro=4.6590 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania sells more Oct. 2021 bonds 

than planned  

08-Mar-2018  
BUCHAREST, March 8 (Reuters) - Romania's 

finance ministry sold a more than planned 510 
million lei ($135.55 million) of Oct. 2021 

treasury bonds on Thursday, with the average 
accepted yield at 3.88 percent, central bank 
data showed.  

Debt managers, who had planned to sell 400 
million lei, last tendered the paper in February at 
an average yield of 3.76 percent. 
So far this year, the finance ministry has sold 
roughly 8.2 billion lei and 252 million euros of 

domestic debt, and has tapped 2.0 billion euros 
in 2028 and 2030 Eurobonds. 
 
($1 = 3.7624 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Russia seeks more Eurobond swaps, 

planning $3 bln issue in March  

07-Mar-2018  

By Darya Korsunskaya 
MOSCOW, March 7 (Reuters) - Russia will seek 

bids for a swap of Eurobonds in circulation for 
new debt by March 15, the finance ministry 
said on Wednesday, and a source familiar with 
the matter said the ministry also planned a $3 
billion Eurobond issue this month. 

Moscow started swapping its benchmark 
"Russia-30" Eurobond last year as part of efforts 

to bring down its debt-servicing costs, and its 
borrowing plan envisages it swapping up to $4 
billion more of the bond this year for debt with 
lower coupons. 
To replace the Russia-30 Eurobond, on which 
Moscow pays a 7.5 percent coupon, the 
finance ministry is considering offering 
additional issues of Eurobonds maturing in 
2027 and 2047 with 4.25 percent and 5.25 

percent coupons, respectively.  

The ministry also said it did not rule out offering 
other Eurobonds to replace the Russia-30 issue.  

The source familiar with the matter told Reuters 
the finance ministry was planning to place a $3 
billion Eurobond in March. 
Demand for Russian Eurobonds may be spurred 

by S&P Global's recent credit rating upgrade for 
Russia ahead of the March 18 presidential 
election that President Vladimir Putin is set to 
win easily. 
The finance ministry said VTB Capital, which is 
organising the swap, would collect requests from 
March 7-15, before a settlement date of March 

21. The ministry said the price of the Eurobonds 
eligible for the swap must not exceed 113.5 
percent of their face value. 
Russia's debt to gross domestic product ratio 
is very low by international standards at 
around 15 percent, and the finance ministry is 
not heavily reliant on external borrowing. The 
ministry is on track to post a budget surplus 
this year. 

Last year Putin ordered that Eurobonds be 
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offered to help Russians holding capital abroad 

bring their money home. The finance ministry 

promised to give preference to Russians when 
selling sovereign Eurobonds. 
Wealthy Russians facing the prospect of targeted 
U.S. sanctions had floated the idea of a special 
treasury bond to help create favourable 
conditions for them to bring their cash home. 

Unlike with bank accounts, future holders of 
Eurobonds can remain anonymous. 
 
(Reporting by Andrey Ostroukh, Darya Korsunskaya 
and Maria Kiselyova; Writing by Andrey Ostroukh and 
Jack Stubbs; Editing by Hugh Lawson/Gareth Jones) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Turkey 

Turkey slams Moody's after sovereign 

rating cut further into junk territory  

08-Mar-2018  

ANKARA, March 8 (Reuters) - Ankara slammed 

credit rater Moody's on Thursday, with the 
finance minister saying the agency had "no 
reputability" after it cut Turkey's sovereign 
debt rating further into junk territory. 

"Today the markets had zero reaction to the 
Moody's report. The Turkish economy continues 
its growth path with a strong structure and high 
quality in public administration," Naci Agbal was 

quoted by state-run Anadolu Agency as saying. 
Moody's lowered Ankara's sovereign debt rating 
one notch to Ba2 from Ba1, with a stable 
outlook, citing concerns about wide current 
account deficits, higher external debt and large 
rollover requirements in the context of political 
uncertainty and rising global interest rates. 

 
(Reporting by Tuvan Gumrukcu 
Writing by Ece Toksabay 
Editing by David Dolan) 
(( ece.toksabay@tr.com ; +90 312 2927022; Reuters 
Messaging: ece.toksabay.reuters.com@reuters.net )) 
 
 

Moody's downgrades Turkey's 

sovereign rating, markets shrug  

08-Mar-2018  
•Move follows cut to junk after attempted 
coup in 2016 
•Moody's says monetary policy effectiveness 
eroded 
•Delays in core structural economic reforms 
also cited 
•Finance minister questions Moody's 
reputability 

By Daren Butler 
ISTANBUL, March 8 (Reuters) - Ratings agency 

Moody's cut Turkey's sovereign rating further 
into junk territory overnight, citing a 
continued weakening of its economic and 
political institutions and the increased risks 
from its wide current account deficit. 

Ankara dismissed the decision, saying it was not 
credible. 

Moody's downgraded Turkey by one notch to 

Ba2.  
"The government appears still to be focused 
on short-term measures, to the detriment of 
effective monetary policy and of fundamental 
economic reform," Moody's said in a 
statement. 

It said that set against a negative institutional 
backdrop, Turkey's external position, debt and 
rollover needs had continued to deteriorate. 

The downgrade was shrugged off by financial 
markets and dismissed by Turkey's government, 
which has vaunted a strong economic recovery 
after a brief dip following 2016's failed coup. 
GDP surged 11 percent in the third quarter. 
"Today the markets had zero reaction to the 
Moody's report. The Turkish economy 

continues its growth path with a strong 
structure and high quality in public 

administration," Finance Minister Naci Agbal 
was quoted by state-run Anadolu Agency as 
saying. "The decision has no reputability at all." 
Moody's had already cut Turkey's rating to a 
sub-investment grade Ba1 in September 2016 
following the attempted putsch, which 

undermined investor sentiment towards what 
was once seen as one of the world's most 
promising emerging markets. 
One banker described the Moody's downgrade as 
a "surprise development" that could put some 
pressure on Turkish markets, although he said 
there was no fundamental difference between a 

Ba1 and Ba2 rating. 
"I think this decision reflects the course of 
Turkey-U.S. relations, as we are not in a 
different place in an economic sense from where 
we were a year ago," said the banker, who 
declined to be identified. 

Relations between the NATO allies have soured 
over a range of issues, including U.S. support for 
a Syrian Kurdish militia that Ankara views as a 
terrorist group, and the conviction of a Turkish 
bank executive in a U.S. sanctions-busting case. 
There was limited reaction to the Moody's 
downgrade from Turkish assets. The lira 

weakened to 3.8240 against the dollar by 1700 
GMT from 3.8035 at the close on Wednesday. 

The main Istanbul share index edged 0.24 
percent lower. 
The 10-year benchmark bond yield rose to 12.29 
percent from a close of 12.20. 
"The mentioned risks are not new to the market 

and the focus is mostly on global risk sentiment 
rather than local developments," said BNP 
Paribas/TEB strategist Erkin Isik. 
EXTERNAL SHOCK RISK 
Moody's also referred to "the increased risk of 
an external shock crystallising, given the 
country's wide current account deficits, higher 
external debt and associated large rollover 

requirements in the context of heightened 
political risks". 

Turkey's central bank on Wednesday kept 
interest rates steady and said it would keep 
policy tight given double-digit inflation. President 
Tayyip Erdogan has repeatedly called for 
cheaper credit to boost the economy, leading to 
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investor concern about political pressure on 

policy.  

Erdogan has lambasted ratings agencies' 
decisions and accused Moody's of making a 
political move with its previous downgrade in 
2016. "Put a few cents in their pockets and get 
the rating you want, this is how they work," he 
said at the time. 

Moody's said the erosion of Turkey's executive 
institutions had continued with the widespread 
purge that followed the failed coup in July 2016. 
A state of emergency was subsequently imposed 
and remains in place.  
More than 50,000 people have been jailed 

pending trial over alleged links to coup plotters, 
while 150,000 people have been sacked or 
suspended from jobs in the military, public and 

private sectors. 
Moody's lifted its outlook on Turkey to 
"stable" from the "negative" it assigned in 
March 2017. 
Rival Standard & Poor's has a BB sovereign 
rating on Turkey, in line with Moody's rating. 

In January last year Fitch downgraded Turkey 
to "junk" with a rating of BB+, one notch 
higher than Moody's and S&P. 

Turkey depends on investment flows to fund its 
current account deficit - one of the biggest in the 
G20 - and service its foreign debt. Ratings 
downgrades could force it to pay more to borrow 
money on international markets. 

Last year, the Turkish current account deficit 

widened 42 percent to $47.1 billion, exceeding 
the government's target. 
 
(Additional reporting by Behiye Selin Taner in Istanbul, 
Maria Sheahan in Berlin 
Writing by Daren Butler and Ece Toksabay 
Editing by David Dolan and Catherine Evans) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
 
 

Ukraine 

International Reserves of Ukraine 

Account for USD 18.4 Billion  

06-Mar-2018  
According to preliminary data, as of 1 March 
2018, Ukraine's international reserves were 
practically the same as in February i.e. the 
equivalent of USD 18,409.8 million.  

International reserves in February were primarily 
replenished on the account of FX market 
interventions. An inflow of foreign capital, 
together with an increase in exporters' foreign 

exchange earnings against the backdrop of a 
favorable global environment had a positive 
effect on interbank foreign currency supply. 
Thus, the NBU could buyback the surplus 

currency on the market to replenish reserves 
without impeding the strengthening of the 

hryvnia foreign exchange rate.  
In February, the NBU bought the total of USD 
426.9 million on the interbank market of 

Ukraine, whereof USD 222.0 million were 

purchased through interventions with request for 

best quotation. Besides, the NBU sold USD 30.0 
million through interventions with request for 
best quotation. Hence, the NBU's net FX 
purchases accounted for USD 396.9million.  
Also, in February reserves increased by USD 
137.4 million as a result of the Government's 

sale of domestic government bonds in foreign 
currency.  
At the same time, in February, the 
Government and the NBU repaid the 
government debt in foreign currency at the 
amount of USD 536.8 million. Additionally, 
some USD 465.9 million were paid to the IMF. 
Another USD 70.9 million were used to service 
and repay the government debt in foreign 

currency, whereof USD 16 million were spent 
on servicing domestic government bonds in 
foreign currency.  

Furthermore, the effect of revaluation of 
financial instruments (change in market value, 
exchange rates of hryvnia against foreign 
currencies) on reserves accounted for USD 41.9 
million.  

All in all, as of 1 March 2018, the amount of the 
international reserves covers 3.5 months of 
future imports and is sufficient to meet Ukraine's 
obligations and execute day-to-day operations of 
the government and the NBU.  
Data on the international reserves and foreign 
currency liquidity are compiled and distributed 

on a monthly basis:  
not later than the seventh day following the 
reporting month - preliminary data;  
not later than the twenty-first day following the 
reporting month - revised data.  
 
(C) Copyright 2018 - National Bank of Ukraine 
©Thomson Reuters 2018. All rights reserved. 

 

LATIN AMERICA AND 
CARIBBEAN 

 

Honduras 

Honduras sees economic growth of up 

to 4.2 pct in 2018  

09-Mar-2018  
TEGUCIGALPA, March 8 (Reuters) - Honduras is 

likely to see its economy grow by up to 4.2 

percent this year, driven largely by expansion 
in its construction, financial and agriculture 
sectors, the head of the central bank said on 
Thursday. 

Wilfredo Cerrato, president of the Honduran 
central bank, told a news conference that 
economic growth this year could be as low as 

3.8 percent. 
Last year, the Central American nation's gross 

domestic product (GDP) grew by 4.8 percent. 

Cerrato explained that the lower growth rate 
forecast for 2018 is probably due to less public 
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spending as well as lower coffee prices. 

Honduras is Central America's top producer of 

coffee, a major source of its export revenue. 
Remittances sent home from Hondurans living 
abroad are expected to rise 4.2 percent to reach 
$4.66 billion, central bank data shows. 
The Honduran government expects a fiscal 
deficit of 3.2 percent of GDP in 2018, down 
from 2.7 percent last year. 

Inflation is seen reaching 4 percent this year, 
down from 4.7 percent in 2017. 
The central bank sees similar growth and 
inflation rates in 2019, while the fiscal deficit is 
seen at 3.3 percent of GDP, according to the 
bank's 2018-2019 monetary program. 
 
(Reporting by Gustavo Palencia; Writing by David Alire 
Garcia; Editing by Clarence Fernandez) 
(( david.aliregarcia@thomsonreuters.com ; +52 55 
5282 7151; Reuters Messaging: 
david.aliregarcia.thomsonreuters.com@reuters.net )) 
 
 

Paraguay 

Paraguay sells $530 mln in 30-year 

bonds 

08-Mar-2018  
ASUNCION, March 8 (Reuters) - Paraguay sold 

$530 mln in 30-year bonds at a yield of 5.6 
percent in a sovereign debt auction that was 
more than five times oversubscribed, finance 
minister Lea Giménez said in a tweet on 

Thursday. 

The high demand allowed the landlocked South 
American country to increase the amount of the 
bond sale from earlier expectations of $500 
million, Thomson Reuters publication IFR 
reported earlier on Thursday. The bond sale was 
led by Citigroup and JP Morgan. 

 
(Reporting by Daniela Desantis; writing by Luc Cohen; 
editing by Jonathan Oatis) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Venezuela 

Venezuela debt rallies amid 

acceleration, payment talk  

08-Mar-2018  
By Paul Kilby 
NEW YORK, March 8 (IFR) - Venezuelan debt 

has been rallying amid talk of a possible 

acceleration on some securities and following 
reports last month that Euroclear had 
received payment on PDVSA 6% 2022s. 

The 9% 2021s, 12.75% 2026s and 9.75% 2035s 

issued by oil company PDVSA have leapt over 
two points this week, according to a run from 
one broker. 
"Locals are talking about how bonds are going to 

get paid, but I think everyone is trying justify 

why prices are going up," said one trader. 

"US sanctions are still there so I don't know how 

they will move the money out." 
Interestingly 2018 bonds issued by Electricidad 
de Caracas, which unlike PDVSA and Venezuela 
bonds are still trading with accrued interest, 
have jumped from 35 to 44 this week, the trader 
said. 

This comes after media reports last month that 
Euroclear had received US$90m late interest 
payment on PDVSA's 6% 2022s. 
"The super delayed payment on the 6% 
PDVSA 22 increases the optionality that these 
other bonds could also receive a late 

payment," Siobhan Morden, head of LatAm 
fixed-income strategy at Nomura wrote on 

Thursday. 

Venezuela's 2034s has also outperformed amid 
talk investors are accumulating a position to 
accelerate a bond that has only US$1.5bn 
outstanding and a high 85% threshold to trigger 
the collective action clause, Morden said. 

The 2034s were being quoted at 30.25-31.25 
earlier on Thursday, up from the 27.25-28.75 
seen on February 20. 
Venezuela's 2027, which lacks CACs, is also 
another possible target for acceleration, but its 
30 day grace period doesn't end until April 14, 
Morden said. 

 
(Reporting by Paul Kilby; Editing by Natalie Harrison) 
(( paulj.kilby@thomsonreuters.com )( 646 223 4733) 
(Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 

AFRICA 
 

Congo Republic 

Congo Republic growth rebounding to 

4 pct in 2018  

07-Mar-2018  
BRAZZAVILLE, March 7 (Reuters) - Congo 

Republic's economic growth will recover to 4 
pct in 2018, compared with 2 percent 
contraction in 2017, the national credit 
council said late on Wednesday. 

The council also said oil production would hit 
300,000 barrels per day (pbd) in 2018. It gave 
no comparative figure, but last year it was 
steadily rising from 2016's average of 250,000 

bpd. However, earlier government forecasts had 
put this year's output at 350,000 bpd.  
Congo has been hit hard by low crude prices, 
causing debt woes and raising fears of default 

on its Eurobond. Government revenues have 
dropped by a third since 2015. The IMF said in 
December the non-oil economy was expected to 
contract by 9.2 percent in 2017. 

 
(Reporting by Philon Bondega 
Writing by Tim Cocks) 
(( tim.cocks@thomsonreuters.com ;)) 
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Egypt 

Egypt net foreign reserves rise to 

$42.524 bln after Eurobond sale  

04-Mar-2018  
CAIRO, March 4 (Reuters) - Egypt's foreign 

reserves rose to $42.524 billion at the end of 
February from $38.209 billion at the end of 
January, the central bank said on Sunday, 
helped by a recent Eurobond sale. 

Cairo's foreign reserves have been climbing 
since the country secured a $12 billion three-

year International Monetary Fund loan 
programme in 2016 as part of efforts to woo 
foreign investors and revive its ailing economy. 

Reserves had dropped to about $19 billion 
before Egypt signed the three-year IMF deal, 
with Egypt floating the currency and lifting 
capital controls to lure back investors. 
Egypt last month raised $4 billion in a dollar-
denominated Eurobond sale to help plug its 
financing deficit and boost dollar holdings. 

"Net international reserves jumping to a new 
safe level will enhance investor confidence and 
minimise the funding gap even with the $12 
billion of repayments outstanding for this year," 
said Hany Farahat, senior economist at CI 

Capital. 
Egypt's foreign debt rose to $80.8 billion in the 
quarter to the end of September. 

 
(Reporting by Arwa Gaballa and Amina Ismail 
Writing by Eric Knecht 
Editing by David Goodman) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
 
 

Ghana 

IMF says confident Ghana will meet 

April review requirements  

05-Mar-2018  

ACCRA, March 5 (Reuters) - The International 

Monetary Fund is confident Ghana will 
implement outstanding measures needed for 
a successful review of its $918 million aid 
programme next month, the Fund's Ghana 
chief said on Monday. 

The major commodities exporter is in the final 
year of the programme, signed in April 2015 to 

restore stability to an economy dogged by 
deficits, public debt and low growth with inflation 
consistently above target. 
A confidential document seen by Reuters on 
Friday said the IMF wants Ghana to adopt new 
measures to boost revenues, slow the pace of 
borrowing and outline plans to clean up the 

financial sector. 
"The ongoing macroeconomic stabilization is an 
opportunity to reduce the cost of debt, by 
reducing risk premia and refinancing it on more 
favourable terms, including by issuing a 
Eurobond," Natalia Koliadina told reporters on 

Monday. 
Finance Minister Ken Ofori-Atta said last week 
the government planned to issue up to $2 
billion of sovereign issuance by June to pay 
down debt that hit 68.7 percent of GDP last 
November and help finance the 2018 budget. 

Koliadina said an IMF staff mission which left 
Accra on Thursday discussed options for revenue 
mobilization with the authorities, including by 
broadening the tax base and rationalising tax 

incentives. 
The Fund expects the central bank to continue 
its disinflation policy to support exchange rate 
stability, she said. "This requires the Bank of 
Ghana to maintain focus on price stability."  
Koliadina said IMF staff expect to finalise 
discussions on the remaining issues to allow 

Ghana proceed with the proposed IMF board 
review in April. 
 
(Reporting by Kwasi Kpodo 
Editing by Hugh Lawson) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
 
 

Ivory Coast 

Ivory Coast to begin Eurobond 

roadshow in London 

07-Mar-2018  

ABIDJAN, March 7 (Reuters) - Ivory Coast will 

hold a roadshow in London for what would be 
the West African nation's fourth Eurobond in 
five years, Finance Minister Adama Kone told 
Reuters on Wednesday.  

A wave of African countries, including Kenya, 
Nigeria and Senegal, have tapped international 
debt markets in recent weeks. Others, such as 

Ivory Coast and Ghana, are weighing issuances 
amid expectations of a Federal Reserve interest 
rate increase. 
"We are leaving this evening ... We start with 
London," Kone said on the sidelines of a cabinet 
meeting in the country's commercial capital, 

Abidjan.  

A second official, who asked not to be named 
because he was not authorised to speak to 
journalists, said the Ivorian delegation planned 
to travel to London, New York, Boston, Frankfurt 
and Paris between March 7 and 17.  
Kone declined to reveal the amount targeted by 
the Ivorians, saying that it would depend on 

feedback from the roadshow. 
"It's a competition," he said. 
Last month, he said Ivory Coast would need to 
raise a total of 1.31 trillion CFA francs ($2.48 
billion) to finance this year's budget. 
Prime Minister Amadou Gon Coulibaly later said 
the government intended to raise 300 billion CFA 

francs on the regional market. 
Since a 2011 civil war that ended a decade-
long political crisis, the French-speaking 
country has attracted the attention of foreign 
investors with one of the continent's fastest-
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growing gross domestic products.  

Its lingering challenges were highlighted last 

year, however, by a crisis in its world-leading 

cocoa sector and successive waves of violent 
mutinies in the ranks of the armed forces. 
Ivory Coast, which is rated "Ba3" by Moody's 
and "B+" by Fitch, last tapped the debt market 
in June, raising $1.25 billion in 16-year debt and 

625 million euros ($775.75 million) in eight-year 
debt. 
 
($1 = 528.1000 CFA francs) 
($1 = 0.8057 euros) 
(Reporting by Loucoumane Coulibaly, writing by Joe 
Bavier, editing by Aaron Ross, Larry King) 
(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
 
 

Kenya 

Kenya asks IMF for a 6-month 

extension of its $1.5 bln standby credit  

08-Mar-2018  

NAIROBI, March 8 (Reuters) - Kenya has asked 

the International Monetary Fund (IMF) to 
extend its $1.5 billion standby credit facility 
that is expiring this month for a further six 
months, the IMF said on Wednesday.  

The IMF said last month that Kenya had lost 

access to the funds meant to cushion it against 
unforeseen external shocks last June, due to 
failure to complete a review of the programme. 

In a statement issued at the end of a mission to 
Nairobi, the IMF said the new request for an 
extension will be placed before its board before 
the facility expires on March 13. 
 
(Reporting by Duncan Miriri; Editing by Sandra Maler) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 

Morocco 

Moody's Says Morocco's Credit Profile 

Reflects Move Towards Value-Added 

Exports, Fiscal Progress   

05-Mar-2018  
March 5 (Reuters) - Moody's: 
Moody's says Morocco's credit profile reflects 
move towards value-added exports and fiscal 
progress. 

Moody's says main constraints on Morocco's 

rating are relatively low GDP per capita, volatile 
growth pattern, relatively high, but affordable, 
debt-to-GDP ratio. 
Moody's says a "weak" labour market and skills 

mismatches limit Morocco's competitiveness, 
constrain potential growth. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 

 

Namibia 

Namibia's GDP contracted in 2017, 1.2 

percent growth expected for 2018  

07-Mar-2018  
WINDHOEK, March 7 (Reuters) - Namibia's 

economy contracted in 2017 by 0.4 percent 
but is expected to recover and expand by 1.2 
percent in 2018, and double that in 2019, as a 
return of government spending boosts 
activity, the finance minister said on 
Wednesday. 

The small southern African nation's budget 

deficit will decrease to 4.5 percent of GDP in 
2018/19 from 5.4 percent in the previous year, 

Finance Minister Calle Schlettwein said in a 
budget speech delivered before parliament. 
The deficit would be financed through a 
combination of domestic financing 
instruments and operational budget support 
from the African Development Bank, he said.  

Namibia's economic woes have mirrored those of 
its much larger neighbour South Africa, on which 
it is heavily reliant for imports and exports. 
Ratings firms Fitch and Moody's cut Namibia's 
debt to subinvestment in the latter part of 2017. 
Namibian public debt rocketed to an estimated 
42.1 percent of GDP in 2017/18 from 29.5 

percent in 2015/16. Schlettwein said total debt 
stock would reach 84.6 billion Namibian dollars 

($7 billion) by 2019.  
The government has since pledged to cut 
bailouts to state firms and public borrowing to 
revitalise growth. 
"Transfers to public enterprises are to be 

targeted at specific productive expenditure 
programmes and the perpetual bail-out cannot 
continue ad infinitum," said Schlettwein. 
The economy plunged deeper into technical 
recession last year as declines in construction 
and trade dwarfed growth in manufacturing and 

mining. 
 
($1 = 11.8520 Namibian dollars) 
(Reporting Nyasha Nyaungwa  
Writing by Mfuneko Toyana 
Editing by Ed Stoddard/Mark Heinrich) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Nigeria 

IMF warns Nigeria of vulnerability amid 

slow exit from recession  

07-Mar-2018  
LAGOS, March 7 (Reuters) - The International 

Monetary Fund said on Wednesday that 

Nigeria was slowly exiting recession but 
remains vulnerable because its growth is tied 
to oil prices and improved revenues are 
restricted to the energy and agriculture 
sectors. 
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The assessment, published in a report on 

Wednesday, came in the IMF's Article IV 

consultation, an annual appraisal of a country's 
economy. 
Reuters reported on the lender's findings last 
week after seeing a copy of the document, which 
states that the fund expects Nigeria's 
government to "muddle through" in the medium 

term. 
Nigeria emerged in the second quarter of 
2017 from its first recession in 25 years, 
largely caused by low crude prices and 
militant attacks on energy facilities. Higher oil 
prices and an end to the attacks mostly 
account for the end of the recession. 

Crude oil sales make up around two-thirds of 
government revenue and the majority of foreign 

exchange.  
"The Nigerian economy is slowly exiting 
recession but remains vulnerable," the IMF said 
in its report.  
It said the economy had been helped by higher 
oil prices, improved access to foreign exchange 
and foreign reserves rising to a four-year high. 

But the improvements have not yet boosted 
non-oil, non-agricultural activity, it said.  
"Lower oil prices, tighter external market 
conditions, heightened security issues, and 
delayed policy responses are the main downside 
risks," it said.  

In the IMF's summary of the government's 
response to the report, unidentified Nigerian 

authorities wished "to register their displeasure 
with the phrase 'muddle through' ... and failure 
to appreciate government efforts despite several 
initiatives to strengthen the fiscal situation and 
promote growth." 

The government also complained that the IMF 
had highlighted Nigeria's endemic corruption. 
"They find the reference to 
'pervasive/widespread corruption' in Nigeria 
inappropriate, given that corruption is relative 
across the globe," the IMF said. "Going forward, 
the (Nigerian) authorities request staff to correct 

the errors and use proper phrases to reflect 
actual situations." 
The Fund's report also repeated its calls for 
Nigeria to lift its remaining foreign exchange 
restrictions and scrap its system of multiple 
exchange rates.  

The IMF has for more than a year called for 
Nigeria to simplify its complex foreign exchange 

system, used to reduce the impact of dollar 
shortages, which has left large gaps between 
official rates and various windows that certain 
groups can use for access to other rates. 
The report said the Fund recommends 
"removing multiple currency practices and 
unifying the exchange rate as quickly as 
possible". It said the move would increase 

confidence, remove market distortions and 
increase transparency. 

Nigeria's gross domestic product grew 0.83 
percent in 2017 after shrinking 1.58 percent in 
2016, which was its first annual contraction in 
25 years. 
"Under the baseline scenario, growth would pick 

up to 2.1 percent in 2018, from 0.8 percent in 

2017, helped by the full year impact of greater 

FX availability and recovering oil production," 
the Fund said in the report.  
The Fund's 2018 growth projection is unchanged 
from an estimate announced by the lender in 
December. 
 
(Reporting by Alexis Akwagyiram, editing by Larry 
King) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak)) 
 
 

Senegal 

Senegal launches dual currency bond  

06-Mar-2018  
By Robert Hogg 
LONDON, March 6 (IFR) - The Republic of 

Senegal has set final terms on euro and US 
dollar bonds, according to a lead. 
The sovereign has launched a €1bn tranche 
due March 2028 at a yield of 4.75%. 

The notes were initially marketed at 5.125%-

5.25%, and guidance was set at 4.875%-5.00%. 
The amortising notes have a nine-year weighted 
average life. 
Senegal has launched US$1bn notes due 2048 

at 6.75%. Books were opened at 7.125%-7.25% 
and pricing was then revised to 6.875%-7.00%. 

The notes have a 29-year weighted average life. 
The combined order books are around 
US$9.5bn. 
Senegal is rated Ba3 by Moody's and B+ by S&P. 
The bookrunners are BNP Paribas, Citigroup, 
Deutsche Bank, Natixis, Societe Generale and 
Standard Chartered. 

The notes are being issued in conjunction with a 
tender offer in regards to its US$500m 8.75% 
2021s.  
The sovereign increased the maximum 
acceptance offer for its US$500m 8.75% 2021s 
to US$200m from US$150m. More than 

US$350m of notes were validly tendered, and 

Senegal will accept the full US$200m. 
 
(Reporting by Robert Hogg; editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
 
 

South Africa 

South Africa likely to raise growth 

forecast 

05-Mar-2018  
•Treasury sees 2018 GDP growth at 1.5 pct 
•Finmin says reforms to help boost growth 

•Finmin says met Moody's on Monday 

By Mfuneko Toyana 
PRETORIA, March 5 (Reuters) - The South 

African government is likely to raise its 
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forecast for economic growth in October's 
medium-term budget as it completes reforms 

to boost growth and stabilise ailing state 
companies, Finance Minister Nhlanhla Nene 
said on Monday. 

The economy of Africa's most industrialised 
country has struggled in recent years, weighed 
down by low business and consumer confidence 
amid political and policy uncertainty. 
The economy slipped into recession last year for 

the first time since 2009. It has also declined in 
indexes that measure corruption and the ease of 
doing business. 
The Treasury said in February that GDP growth 
of 1.5 percent is expected this year, up from an 
estimated one percent last year, helped by a 
recovery in agriculture and improved investor 

sentiment. 
"We do not want to be overly optimistic about 
these numbers. At the moment, they are 
pencilled in, but we are likely to revise these 
numbers upwards come the medium term 
budget in October," Nene told a union meeting 

in Pretoria. 
Nene said the 2018/19 budget delivered by his 
predecessor, Malusi Gigaba, in February would 
help to support faster economic growth by 
finalising many reforms. 
South Africa is grappling with reforms in 
agriculture and mining as the government 
tries to redress racial disparities in ownership 

of the economy two decades after the end of 
apartheid - leading to uncertainty in the key 
sectors. 

President Cyril Ramaphosa said last week that 
land reform needed to be attended to 
"immediately" and that the government was 
starting talks with miners over a new version of 
an industry charter. 

Parliament on Tuesday backed a motion seeking 
to change the constitution to allow land 
expropriation without compensation to hasten 
the transfer of land from white to black owners . 
Ratings agencies have warned slow economic 
growth and poor finances at state-owned 
firms such as power utility Eskom were a 
threat to the sovereign's credit ratings. 

Nene said he met ratings agency Moody's on 

Monday and discussed economic growth and the 
balance sheets of state companies. 
"It’s not possible to read the body language of 
the agencies ... and it’s not possible to spin the 
story. What's important is to present a credible 
story and ensure that there is more of 

implementation," Nene told a media briefing at 
the union's meeting. 
Moody's - the only major agency still rating 
South African debt investment grade - is due to 
publish its review this month. 
Eskom Chairman Jabu Mabuza told the same 
meeting that Eskom will appoint a permanent 

chief executive by the end of April to begin the 

reforming the ailing utility, which may include 
reducing job numbers. 
 
(Writing by Olivia Kumwenda-Mtambo, editing by Larry 
King) 

(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
 
 

Tanzania 

Tanzania criticises Moody's for 

negative rating outlook  

05-Mar-2018  
DAR ES SALAAM, March 5 (Reuters) - Tanzania 

criticised Moody's decision to impose a 
negative outlook on the country's first 
international credit rating, saying the 
agency's concerns about the business climate 
were misleading. 

Moody's on Friday assigned Tanzania a "B1" 

credit rating with a negative outlook, the first 
time the country has been given a rating by any 
of the big international agencies. 
Moody's said the negative outlook was justified 
by unpredictable policymaking, which could 
affect economic growth and the ability to attract 
foreign investment. 

The government in the East African nation has 
tussled with mining and energy firms, as it 
sought to renegotiate their contracts, alarming 
foreign investors. 
"Tanzania rejects the negative outlook on the 
credit rating. The government expected 
Moody's to sit down with the government to 
discuss any queries they may have after their 

review," Ben Mwaipaja, a Ministry of Finance 
and Planning spokesperson, said on Monday. 
He said the government had taken several steps 
to improve the business environment, without 
offering details.  
Tanzania has prioritised infrastructure 
investment as part of a five-year national 

development plan with a goal of achieving 
middle income status by 2025. 
Moody's said Tanzania's debt could rise to 43 
percent of GDP in 2020 from 40.2 percent last 
year. Nevertheless, the agency expects the 
debt burden to remain below that of regional 
peers. 

"The average maturity of Tanzania's debt is 
relatively long because of a large share of 

multilateral, concessional external borrowing, 
which helps partly offset a very low revenue 
base and supports debt affordability," the 
agency said in a statement.  
Analysts said a "B1" rating, even with a negative 
outlook, was decent, given worsening debt 

profiles across Africa.  
"It's a similar rating to Ethiopia, better than 
Rwanda, better than Kenya. So as a debut 
issuer, it's a decent rating," Charles Robertson, 
chief economist at London-based frontier and 
emerging markets investment bank Renaissance 
Capital, said. 

"Given Tanzania's low per capita GDP, its a good 
rating." 
In 2016, Tanzania said it wanted to issue a 
debut Eurobond to finance infrastructure 
projects, but it has delayed the process due to 
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a lack of a credit rating.  

Mwaipaja did not comment on the plan to issue 

a Eurobond. 

Robertson said the Moody's rating suggested a 
Eurobond might be issued this year and foreign 
investors who like diversification would be 
interested in Tanzania.  
"Investors might give Tanzania lower borrowing 

costs than Kenya, based on this rating," he said, 
referring to Kenya's issue of dollar bonds last 
month. 
 
(Reporting by Fumbuka Ng'wanakilala and Omar 
Mohammed 
Editing by Duncan Miriri and Susan Fenton) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 

Tunisia 

Tunisia central bank can't defend 

dinar, governor says  

08-Mar-2018  

By Tarek Amara and Ulf Laessing 
TUNIS, March 8 (Reuters) - Tunisia's central 

bank cannot defend the dinar with foreign 
reserves that now cover less than 80 days of 
imports, while some of the country's 
economic indicators are "frightening", the 
bank's new governor said on Thursday. 

Tunisia has dropped into a deep economic slump 

since its autocratic leader, Zine El-Abidine Ben 
Ali, was overthrown in 2011. Since then, nine 
governments have failed to cut the budget 
deficit and the country needs $3 billion in foreign 
loans this year alone.  
Two deadly militant attacks in 2015 all but 
destroyed tourism, an important source of hard 

currency. Tourists are returning since Tunisia 
increased security at resorts and Western 
countries lifted restrictions, but the overall 
situation has still worsened. 
Unemployment has reached more than 15 
percent and is about 30 percent among the 

young. Protesters demanding jobs blocked vital 

phosphate exports for more than a month before 
ending their sit-in this week, although their 
agreement with the government remains fragile. 
"We cannot defend the dinar ... with foreign 
reserves less than 80 days of imports," Governor 
Marouane El Abassi told reporters at his first 

news conference at the bank's headquarters 
since he was appointed last month. 
By Thursday, foreign reserves covered 77 days 
of imports, compared with 112 days in the same 
period last year. The dinar has dropped more 
than 40 percent against the euro and dollar 
since 2011. 

Tunisia's current account deficit also hit 10 

percent for the first time, reflecting "frightening" 
economic indicators that show the depth of the 
country's troubles, Abassi said. 
On Monday, the central bank raised its 
benchmark interest rate to 5.75 percent from 5 

percent, a decision that Abassi said had been 

taken because the bank was worried that it 

might otherwise lose control of inflation. 
Annual inflation rose to 7.1 percent in 
February from 6.9 percent in January, its 
highest for nearly 28 years. The central bank 
expects average annual inflation to reach 7.2 
percent this year, then fall to 5 to 6 percent in 
2019, a central bank official said separately. 

"Nothing is more dangerous than inflation," 

Abassi told reporters at his first news conference 
since taking over last month. "The high level of 
inflation could hit investment ... our decision is 
painful but it is necessary." 
Tunisia has been praised as the only potential 
success story among the nations where "Arab 
Spring" revolts took place in 2011.  

But successive governments have failed to trim 
deficits and create economic growth, and the 
country is under pressure from international 
lenders. 
The country depends on donors such as the 
International Monetary Fund to help plug its 
budget deficit. In April, the IMF agreed to 

release a delayed $320 million tranche of a loan 
after agreeing on a four-year program in 
December 2016. 
Hopefully, El Abassi said, the IMF will give 
Tunisia a positive review on March 23 for the 
next loan tranche. 

Bechir Trabelsi, an official in the central bank, 
told Reuters foreign reserves should not fall 

further, since tourist arrivals had risen recently. 
"The tourism sector started to recover and the 
commercial deficit start to ease with an expected 
foreign financing," he said, adding that a 
roadshow for a $1 billion bonds would start in 

the last month of March. 
 
(Reporting By Tarek Amara and Ulf Laessing; writing 
by Aidan Lewis and Ulf Laessing, editing by Larry King) 
(( tarek.amara@thomsonreuters.com ;)) 

 

 

 

 
 

 


