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ASIA 
 

China 

China says Pacific aid has no political 

strings  

10-Aug-2018  
BEIJING, Aug 10 (Reuters) - China's aid to 

countries in the Pacific has no political strings 
attached and is not aimed at any third party, 
the country's foreign ministry said on Friday, 
after a think-tank said China has become the 
second-largest aid donor in the South Pacific. 

China's $1.3 billon-worth of donations and 
concessionary loans since 2011 trails Australia's 

$6.6 billion, figures compiled by Australia's Lowy 
Institute show, but it is more than New 

Zealand's $1.2 billion. 
Spending by China, criticised by many of its 
neighbours for island building in the South China 
Sea, is almost 9 percent of total aid donations in 

the South Pacific. If pledged aid is included, 
China's promises total $5.9 billion, or nearly a 
third of all aid pledged to the region's 14 
countries by 62 donors. 
"As a developing country, China fully 
understands the special difficulty Pacific island 
countries face in achieving sustainable 

development," the ministry said in a statement 
sent to Reuters. 
China "provides what aid it can on the basis of 
respecting the wishes of the island nations 
without attaching any political conditions, 
vigorously promoting socio-economic 
development", it added. 
"China's aid is aimed at promoting the well-
being of the people of the island nations, and 

strengthening their ability to develop 
sustainably, without seeking any personal 
gain, and it is also not aimed at any third 
party," the ministry said. 

The Lowy numbers, which do not include New 
Zealand contributions since March 2017, also 

show China jostling with Taiwan to use aid 

money as a means of cultivating diplomatic ties 
in region home to a third of Taiwan's allies. 
China considers self-ruled and democratic 
Taiwan to be merely a wayward province, with 
no right to diplomatic relations. 
China "hopes the relevant side abandons 'zero 

sum thinking' and unprovoked suspicion, and 
does more to benefit peace, stability and 
development for Pacific island nations", the 
ministry added, without elaborating. 
Australia and the United States have begun a 
new campaign to counter China's rising influence 
in the Pacific. 

Australia on Thursday promised radio gear and 
help to build parliament offices in Samoa's 
capital of Apia, the latest pledge of aid in the 
Pacific Islands where China and Australia have 
been ramping up tit-for-tat donations. 
 
(Reporting by Ben Blanchard; Editing by Simon 
Cameron-Moore) 
(( ben.blanchard@thomsonreuters.com ; +86 10 6627 

1201; Reuters Messaging: 
ben.blanchard.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

IMF says India will need to tighten 

monetary policy to counter inflation  

08-Aug-2018  
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By Manoj Kumar 

NEW DELHI, Aug 8 (Reuters) - India's central 

bank will need to gradually tighten monetary 
policy further due to rising inflation, driven 
mainly driven by higher oil prices and a falling 
rupee, the International Monetary Fund said 
on Wednesday. 

The Reserve Bank of India raised the repo rate 
for the second straight meeting last week by 25 
basis points to 6.5 percent, while warning about 

the inflationary pressures. 
The average inflation is likely to rise to 5.2 
percent in 2018/19 from a 17-year low of 3.6 
percent in the previous fiscal year, the IMF said. 
It said inflationary pressures were also exerted 
by a pick up in domestic demand and recent 
hike in procurement prices of major crops by the 

government, as it seeks to win support from 
farmers ahead of national elections next year. 
India's annual consumer inflation hit 5 percent in 
June, staying above the RBI's medium-term 4 
percent target for an eighth consecutive month. 
"The RBI will need to gradually tighten policy 

further, in response to inflationary pressures, 
which will help to build monetary credibility," the 
IMF said in its annual report. 
The current account deficit is forecast to widen 
to 2.6 percent of gross domestic product in 
2018/19, from 1.9 percent in the previous year, 
due to higher oil prices and strong demand for 

imports. 
The IMF projected global crude oil prices to 

average $72 a barrel in 2018/19, up from $62 in 
its earlier forecast.  
The report welcomed economic reforms 
undertaken by prime Minister Narendra Modi's 
government, such as the introduction of a 

nationwide Goods and Services Tax (GST) and 
moves to allow more foreign investment in new 
sectors.  
The report, prepared after consultations with 
government officials, also warned that India 
was at risk of a shortfall in tax revenue this 
year due to continued problems with 
implementation of GST and a delay in financial 

sector reforms. 

It also forecast India's economy could grow at 

7.3 percent in the current fiscal year and 7.5 
percent in 2019/20. 
Ranil Salgado, IMF mission chief for India said 
the economy was gaining momentum and the 
government should reinvigorate reform efforts to 
accelerate growth and create more jobs. 
"This is critical in a country, where per capita 
income is about $2,000, still well below that 
of other large emerging economies." 

As one of the of world's fastest-growing 
economies - accounting for about 15 percent of 
global growth - Indian economy has helped lift 
millions out of poverty, the report said. 

 
(Reporting by Manoj Kumar; Editing by Simon 
Cameron-Moore) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Foreign Banks Bought Net 25.50 Billion 

Rupees Of Indian Government Bonds 

Today   

09-Aug-2018  

By Mumbai Newsroom 
NewsRise 
MUMBAI (Aug 09) -- Foreign banks were the 

largest buyers of Indian government bonds 
today, purchasing a net of 25.50 billion 
rupees, according to Clearing Corp. of India 
data computed by Reuters. 

State-run banks were the largest sellers of 

Indian government bonds today, selling a net of 
18.68 billion rupees, the data showed.  
Total traded volume in sovereign bonds stood 
at 364.52 billion rupees today, higher than 
202.04 billion rupees recorded yesterday.  

Indian government bonds ended higher today, 
with the benchmark 7.17% bond maturing in 
2028 settling at 96.20 rupees, yielding 7.75%, 

against 95.96 rupees and 7.78% yield at the 
previous close. 
 
- By Mumbai Newsroom; editorial@newsrise.org; 91-
22-61353300 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Steady Ahead Of Debt Sale 

Outcome; Rupee Fall Weighs   

10-Aug-2018  
By Neha Dubey 
NewsRise 
MUMBAI (Aug 10) -- Indian government bonds 

were trading little changed in the afternoon 
session ahead of the outcome of a weekly 
debt auction today, even as rupee slumped to 
an over two-week low against the dollar.  

The benchmark 7.17% bond maturing in 2028 
changed hands at 96.21 rupees, yielding 7.74%, 
at 1:01 p.m. in Mumbai, against 96.20 rupees, 
and a 7.75% yield, yesterday.  

The Indian rupee fell to 69.02 to a dollar, lowest 
since Jul. 24, tracking a sell-off in other 
emerging market currencies, as the dollar index 
inched near a one-year high amid fears of 
escalation in global trade tensions. It was last at 
68.93 against 68.68 at the previous close.  
“The rupee’s move to the crucial mark of 

69/USD is weighing on investor demand,” a 
trader with a state-run bank said. “But a 
significant fall in bonds is unlikely until the 
weekly auction results.” 

A weakening of the Indian currency reduces the 
returns of India’s debt, thus making foreign 
investment less attractive.  
India’s federal government is borrowing 120 
billion rupees by auctioning four bonds today, 

including 40 billion rupees of the benchmark 
paper. 

Meanwhile, crude oil prices continued to inch 
lower amid concerns over demand from the 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  4 

Chinese economy as trade war fears persisted. 

The benchmark Brent crude oil contract was at 

$71.44 per barrel and is down 2.4% this week. 
India imports about 80% of its crude oil 
requirements. 
India’s bond traders now await the nation's July 
retail inflation data due on Aug. 13 and the 
minutes of India’s Monetary Policy Committee’s 

latest meeting on Aug. 16. 
The MPC has hiked the key interest rate by 50 
basis points over the last two months as retail 
inflation has stayed above its medium-term 
target of 4% for the eighth straight month 
through June. 

 
The panel, however, had retained a neutral policy 
stance, boosting expectations that another rate 
increase is some months away. A Reuters poll of 42 
economists pegs July inflation print at 4.51% on year.  
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited by Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia sells 5.17 trillion rupiah of 

Islamic bonds  

07-Aug-2018  
JAKARTA, Aug 7 (Reuters) -  
Indonesia's finance ministry sold 5.17 trillion 
rupiah ($358.16 million) of Islamic bonds at 

an auction on Tuesday, above the indicative 
target of 4 trillion rupiah, its financing and 
risk management office said. 

The government on Tuesday sold Islamic T-bills 
maturing in February 2019 with a weighted 
average yield of about 6.2 percent, and those 
maturing in May 2019 with around 6.5 percent. 
The weighted average yields of the project-

based sukuk sold on Tuesday were higher than 
yields of comparable sukuk at the previous 
auction. (Full Story) 

Total incoming bids for Tuesday's auction were 
about 10.90 trillion rupiah. 
 
($1 = 14,435 rupiah) 
(Reporting by Nilufar Rizki Editing by Sherry Jacob-

Phillips) 
(( nilufar.rizki@thomsonreuters.com ; ( +6221 2992 
7611)  
Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bank Indonesia - Official Reserve 

Assets Are High Enough in July 2018  

07-Aug-2018  
Indonesia's official reserve assets at the end 
of July 2018 were quite high at USD118.3 
billion, although lower than the end of June 
2018 of USD119.8 billion. The reserve asset 
position was equivalent to financing of 6.9 

months of imports or 6.7 months of imports 
and servicing of government external debt, 

well above the international standard of 
reserve adequacy of 3 months of imports. 
Bank Indonesia considers the position of official 
reserve assets is able to support the external 
sector resilience and maintain macroeconomic 
and financial system sustainability.  
The decline in the reserve assets in July 2018 

was mainly due to government external debt 
repayment and rupiah stabilization in the midst 
of remained high uncertainty of global financial 
market. Going forward, Bank Indonesia 
considers the official reserve assets remain 
adequate supported by confidence in stability 
and the upbeat outlook for the domestic 

economy as well as positive export performance.  

Jakarta, 7 August 2018  
 
(C) Copyright 2018 - Bank Indonesia 
 
 

Israel 

S&P Raises Israel’s Sovereign Credit 

Rating To AA- From A+; Lowers 

Outlook To Stable  

04-Aug-2018  
Aug 3 (Reuters) - S&P Global Ratings: 
S&P raises Israel’s sovereign credit rating to 
aa- from a+; lowers outlook to stable from 
positive. 
S&P says Israel upgraded to 'aa-/a-1+' on 
economic strength and fiscal improvements; 
outlook stable. 

S&P says although Israel's public debt remains 
relatively high, now think fiscal slippages leading 

to significant reversal of debt path are unlikely. 
S&P says stable outlook on Israel balances risks 
from elevated security risk against potential for 
stronger economic growth prospects. 
S&P says believe that domestic political volatility 
in Israel will likely stay elevated over the rating 

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

Israeli markets to get short-term boost 

from improved credit ratings  

05-Aug-2018  
By Tova Cohen 
TEL AVIV, Aug 5 (Reuters) - Israeli shares 

jumped nearly 2 percent on Sunday after 
Standard & Poor's upgraded the country's 
sovereign debt rating, and analysts said that 
in the short term the move would boost 
stocks, bonds and the shekel. 

Israel's blue-chip Tel Aviv 35 index was up 1.7 

percent at midday. Israeli government bonds 
were trading up as much as 0.8 percent. 
Israel's foreign currency market is closed on 
Sundays. The shekel has weakened 2.5 percent 
against a basket of foreign currencies since the 
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start of the year after appreciating 4.5 percent 

last year. 
On Friday night, S&P raised its rating for 
Israel to "AA-" from "A+" while lowering its 
outlook to stable from positive, citing 
economic strengths and fiscal improvements. 
Although Israel's public debt remains 
relatively high, the ratings agency now thinks 
fiscal slippages leading to a significant 
reversal of debt are unlikely. 

It said the stable outlook balances risks from an 

elevated security risk against stronger economic 
growth prospects. 
The move could strengthen the shekel, though 
the central bank has been acting to weaken the 
currency in a bid to boost exports, analysts said. 
It could also push down bond yields, which have 
been drifting higher on expectations interest 

rates will be raised, said Jonathan Katz, chief 
economist at Leader Capital Markets, noting that 
lower bond yields are good for the economy. 
"There are a lot of international passive funds 
which can invest in 'AA-' but not 'A+' countries 
so we could see more investments coming into 
Israel," he said. 

Eldad Tamir, head of the Tamir Fishman 
investment house, said he does not believe the 
ratings hike will have a dramatic change on 
Israel's economy. 
"The main challenges for the economy are still 
quite big," he said, pointing to large sectors of 

the population such as the ultra-Orthodox not 

being fully integrated into the workforce, 
competition facing the high-tech sector, a 
shortage of engineers and a declining education 
system. 
Finance Minister Moshe Kahlon said the upgrade 
will save the economy billions of shekels in 

financing costs, which the government will 
allocate to health, education and welfare. 
Kahlon's fiscal policies were often criticised 
by the central bank, especially his affinity for 
lowering taxes. The criticism led Bank of 
Israel Governor Karnit Flug last month to say 
she would not seek a second term after her 
current term ends in November. 

Katz, who believes Moody's Investors Service is 

likely to follow S&P within a year, said most of 
the upgrade is already priced in to Israel's bond 
offerings and any savings on interest rate 
payments will be modest. 
Last month, Israel raised 250 million euros 
($289 million) in a private bond placement to an 
Asian government fund at a fixed interest rate of 

0.05 percent. 
"Most foreign investors are aware of Israel's 
strong fundamentals," Katz said. "This is not a 
game-changer growth- wise or market-wise, 
but in the short term it's a positive move."  

 
($1 = 0.8645 euros) 
(Reporting by Tova Cohen, editing by Larry King) 
(( tova.cohen@thomsonreuters.com ; +972-9-899-
0222; Reuters Messaging: 
tova.cohen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Israel posts July budget deficit of 3.4 

bln shekels   

08-Aug-2018  

Aug 8 (Reuters) - Israel posted a budget 

deficit  of 3.4 billion shekels ($923.6 million) 
in July to widen the deficit so far in 2018 to 

11.4 billion shekels, the Finance Ministry said 
on Wednesday. 

In GDP terms, the deficit in the past 12 months 
was 2.1 percent. 
-excluding credits granted 
- Income from taxes alone totaled 28 billion 
shekels in July, down 2.1 percent from July 
2017. For the first seven months of 2018, tax 

income rose 3.2 percent. 
-Israel set a budget deficit target of 2.9 
percent of GDP for 2018. 
 
($1 = 3.6812 shekels) 
(Reporting by Tova Cohen, Editing by Ari Rabinovitch) 
(( tova.cohen@thomsonreuters.com ; +972-9-899-
0222; Reuters Messaging: 
tova.cohen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

Lebanese central bank says pound 

stable, urges fiscal reform   

06-Aug-2018  
•Salameh says figures dispel "a lot of 
rumours" over stability 
•Says Lebanese pound stable, central bank 
has means to defend it 
•Urges fiscal reform to reinforce monetary 
stability 

By Samia Nakhoul and Tom Perry 
BEIRUT, Aug 6 (Reuters) - Lebanon's pound is 

stable and the central bank has the means to 

defend its stability, central bank governor 
Riad Salameh said on Monday, urging fiscal 
reforms to reinforce monetary stability. 

Salameh, in an interview with Reuters, said the 
central bank was not concerned about the pound 

- pegged at its current level since 1997 - despite 
"a lot of rumours". 
"We are looking at stability on the monetary side 

and that stability will be reinforced if the reforms 
are initiated in order to bring down the budget 
deficit," said Salameh, who has been in the job 
for 25 years. 
Lebanon has the third largest debt-to-GDP 
ratio in the world, touching more than 150 
percent at the end of 2017, according to the 
International Monetary Fund. 
The IMF said in June Lebanon was in need of 

"an immediate and substantial fiscal 
adjustment" to improve debt sustainability. 
Following an election in May, donor states are 

hoping for a new government that will bring 
down the deficit. 
But while Prime Minister-designate Saad al-
Hariri has vowed to implement reforms, talks on 
forming a new unity government have hit an 
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impasse. Politicians have warned Lebanon faces 

an economic crisis. 

Salameh said it was not true that Lebanon was 
heading for a financial crisis, adding that there 
were rumours which aimed "to create fear" and 
"decrease confidence in stability". 
"I don't know who is behind them." 
"CRITICAL ROLE" 

The central bank's foreign assets stand at more 
than $44 billion, up from $42 billion at the end 
of 2017. 
Bank deposits are expected to go up by between 
4 percent and 5 percent this year, which 
Salameh called "acceptable for Lebanon".  

Remittances, a pillar of the economy, are stable. 
Non-performing loans were also at a stable 3.5 
percent, he said. 

Salameh said last month he expected bank 
lending to fall by 1.6 percent in 2018 on last 
year. "If there is a slowdown, it is related to 
lower growth in the economy and not to 

liquidity," he said.  
The IMF has estimated economic growth of 1-1.5 
percent in 2017 and 2018. In a June statement, 
the IMF Executive Board said the traditional 
drivers of growth in Lebanon - real estate and 
construction - were weak and a strong rebound 
unlikely soon. 

The central bank has forecast 2 percent growth 
this year. 
The IMF board commended the central bank for 
its "critical role in attracting deposit inflows and 

effectively managing the difficult situation".  
Asked about the interest rate outlook, Salameh 

said current rates were "proper" and still 
provided depositors with a return after an 
inflation rate of around 5 percent for the year 
was taken into account. 
Private sector banks were offering higher yields 
to increase their deposits in Lebanese pounds, 
he said. 
In May, the government completed a $5.5 
billion debt swap with the central bank, 
issuing Eurobonds to the central bank in 
exchange for Lebanese pound T Bills.  

Asked if there were plans for a further swap, 
Salameh said: "No we don't have this intention 

because our balance of payments is behaving 
relatively well. We would have hoped for more 
surplus. We have a slight deficit, but not to the 

extent that warrants a new swap operation."  
 
(Editing by Robin Pomeroy) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan 

Pakistan to decide on IMF or Chinese 

bailout by end of Sept  

07-Aug-2018  
By Drazen Jorgic and Saad Sayeed 

ISLAMABAD, Aug 7 (Reuters) - Pakistan will 

decide on whether to seek a bailout from the 
International Monetary Fund or friendly 
nations such as China by the end of 

September, according to Asad Umar, the 
finance minister-in-waiting of the incoming 

government. 

Umar's Pakistan Tehreek-i-Insaf (PTI) party is 
due to be sworn in to government around the 
middle of August and will immediately face a 
brewing economic crisis, requiring Pakistan to 
seek outside help to reduce balance of payments 
pressures that could trigger a full-blown 

currency crisis. 
Pakistan's foreign exchange reserves have 
plummeted over the past year and have been 
kept afloat by lending from China, which has 
deepened economic and diplomatic ties after 
pledging $57 billion in separate infrastructure 
loans for Pakistan. The rupee currency has been 

devalued four times since December. 

Umar said he needs to see the latest 
government figures before he can speculate on 
the size of any bailout package, which analysts 
expect to exceed $10 billion. However, he added 
"no option, including an IMF programme, can be 

ruled out". 
"We have to evaluate all options in parallel," 
Umar, 56, told reporters in capital Islamabad. 
"By end of September, I should be able to sit 
here and tell you this is the way we are 
going." 

While the economy is growing at 5.8 percent, 
the fastest pace in 13 years, Pakistan’s current 
account deficit widened 43 percent to $18 billion 

in the fiscal year that ended on June 30. The 

fiscal deficit has ballooned to 6.8 percent of the 
economy. 
Pakistani media reported that China lent 
Pakistan another $2 billion this month, pushing 
its total lending over the past year to around the 
same size as the last IMF rescue package for 

Pakistan, which was $6.7 billion in 2013. 
Umar, a former chief executive of Engro, one of 
Pakistan's biggest conglomerates, said he had 
met with the Chinese Ambassador to Pakistan 
but they did not discuss any sums about a 
rescue package. The Chinese Ambassador also 
met PTI leader Imran Khan. 

Umar added that the incoming government has 
no plans to renegotiate any Chinese Belt and 

Road projects that have been criticised as too 
expensive, as going back on government 
guarantees could scare off foreign investors. 
"There is no question of going back and re-

opening those commitments," Umar said. 
In the past, historically Saudi Arabia has also 
come to Pakistan's rescue with financial 
assistance but the scale of any bailout needed 
has left many analysts expecting the IMF to step 
in for what would be its 15th bailout of Pakistan 
since 1980. 

Umar said his party was considering raising 
money in the international debt markets through 
a Sukuk offering and a diaspora bond of some 

sort. 
 
(Reporting by Drazen Jorgic and Saad Sayeed; Editing 
by Hugh Lawson) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
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drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Philippines 

Philippines returns to samurai bond 

market after 8 yrs, sells $1.38 bln of 

debt  

08-Aug-2018  
MANILA, Aug 8 (Reuters) - The Philippines has 

sold $1.38 billion in yen-denominated bonds, 
with strong investor demand for its return to 
the market for so-called 'samurai' debt after 
an eight-year break, the country's finance 

ministry said on Wednesday. 

That was more than the $1 billion the 
government had earlier this year planned to 
raise from the issue, part of its financing 
programme for 2018. 
The offering follows the sale of $230 million 
worth of yuan-denominated 'panda' bonds in 

March and a $750 million global bond issue in 
January, with proceeds from both issues used to 
finance infrastructure projects. 
The 154.2 billion yen ($1.38 billion) transaction 
consists of 107.2 billion yen of three-year bonds 
with a 0.38 percent coupon, 6.2 billion yen of 
five-year bonds with a 0.54 percent coupon and 

40.8 billion yen of 10-year bonds with a 0.99 
percent coupon. 
"This successful return to the samurai bond 
market is the latest proof of the deepening 
investor confidence in the Philippine 
economy," Finance Secretary Carlos 
Dominguez said in a statement. 

National Treasurer Rosalia de Leon said in May 
that the government was looking at another 

global bond issue before the year ends to raise 
an additional $1 billion.  
President Rodrigo Duterte has promised to usher 
in a "golden age of infrastructure" through his 
six-year $180 billion 'Build, Build, Build' 
development plan. 

 
(Reporting by Enrico dela Cruz 
Editing by Joseph Radford) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Philippines sets Asian Samurai record  

08-Aug-2018  

By Takahiro Okamoto 
TOKYO, Aug 8 (IFR) - The Republic of the 

Philippines set a record as the largest Samurai 
issuer from Asia ex-Australia with its first 
issue of standalone Samurai bonds since 
2000, raising a massive ¥154.2bn 
(US$1.38bn) from a three-tranche deal. 

The sovereign brushed aside last week's 
volatility in the Japanese government bond 

market to print ¥107.2bn 0.38% three-year 
notes, ¥6.2bn 0.54% five-year bonds and 

¥40.8bn 0.99% 10-year bonds. The spreads 

over yen offer-side swaps were 25bp, 35bp, and 

60bp, respectively. 
Export-Import Bank of Korea (Kexim) held the 
previous record as the largest Samurai issuer 
from Asia ex-Australia with a ¥120bn-capped 
dual-tranche deal. 
The Philippines last visited the Samurai market 

in 2010 when it raised ¥100bn from a 10-year 
bond with a guarantee from Japan Bank for 
International Cooperation. But its previous 
standalone bond was a ¥35bn five-year issued 
way back in 2000. 
There was heavy demand for the new deal from 

Japanese investors, particularly Tokyo-based 
investors and with a focus on the three-year 
tranche. Unlike other recent Samurai issues, 

however, participation from Japanese regional 
investors was small.  
"Demand was strong because of the Philippines' 
solid economy, good fiscal health and tight credit 

spread in dollars, but participation from regional 
banks and shinkin banks was small," said a 
banker on the deal.  
"In [Samurai] deals like Westpac and National 
Australia Bank, regional investors were able to 
easily make investment decisions because these 
issuers are familiar [as frequent issuers], but the 

Philippines is not."  
After an 18-year absence during which its 
standalone bonds have all matured, the 
Philippines has become an unfamiliar issuer to 

regional investors. Those investors may increase 
their participation if the sovereign issues more 

Samurai bonds, the banker said. 
For Tokyo-based investors and those looking at 
relative value, the deal was attractive. According 
to market sources, both three and five-year 
tranches were priced about 20bp over the 
issuer's US dollar curve, with the 10-year about 
60bp over. 

According to the securities registration 
statement filed in June, the issuer planned to 
issue in five tranches of three, five, seven, 10 
and 20 years. However, the seven and 20-year 
pieces were dropped at the early stage of its 

conversations with investors for a lack of 
demand. 

As the issuer's preference was focused on three 
and 10-year tranches and less so on a five-year 
piece, it shifted price guidance for the five-year 
to the tighter end of the initial range of 35bp–
50bp. Price guidance for the three-year moved 
also to the tighter-end of the initial 25bp–35bp 

range due to the strong demand, while guidance 
for the 10-year shifted to the wider end of the 
initial 45bp–60bp range to draw demand from 
public investors and lifers seeking a 60bp spread 
or an absolute level of 1%. 
Given the strong demand and satisfactory 
pricing, the issuer decided on a full allotment in 

all three tranches one day before pricing.  
"Pricing on today's offering is very compelling 
and we were able to print the maximum deal 
size we were seeking," said national treasurer 
Rosalia de Leon in a statement. Bankers on the 
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deal said the size might have been capped at 

¥100bn.  
"This successful return to the Samurai bond 
market is the latest proof of the deepening 
investor confidence in the Philippine economy 
under the Duterte presidency," secretary of 
finance Carlos Dominguez said in the 
statement. "The strong response to this 
Samurai float, following a similarly successful 
offering of Panda bonds in China, underscores 
the international business community's 
increasing interest in investing in the 

Philippine growth story." 

Interestingly, underwriting fees were only 10bp, 
the same as when Indonesia issued Samurai in 
May but a lot lower than the usual 25bp–35bp 
for corporate Samurai bonds. 
Daiwa, Mitsubishi UFJ Morgan Stanley, Mizuho, 

Nomura and SMBC Nikko were the leads on the 

deal that is rated Baa2/BBB+ (Moody's/JCR) and 
has an expected rating of BBB from S&P.  
 
(Reporting by Takahiro Okamoto; Editing by Vincent 
Baby) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Qatar 

Qatar among top sovereign bond 

issuers in Q2, 18  

09-Aug-2018  
Led by Qatar and Saudi Arabia, the GCC 

sovereign bond market witnessed proceeds of 
$22.9bn during the second quarter of 2018 
(Q2, 18) from its two largest sovereign bond 
issuers. 

The $12bn sovereign bond issued by Qatar 
represents the largest placement by an 
emerging market sovereign so far this year. On 
the corporate front, debt activity has been 
relatively slow. 

However, with the recent recovery in oil prices 
and improvement in government fiscal deficits, 
sovereign debt issuances are expected to taper 

in the latter half of 2018, Pwc noted in its 
second quarter "GCC Capital Markets Watch". 
The State of Qatar issued a bond which is 
consisted of three tranches: a $3.0bn 5 year 

tranche, a $3bn 10-year tranche and a $6bn 

30-year tranche. In addition, the Government 
of Saudi Arabia issued a triple-tranche bond 
total valued $10.9bn. 
Oman Telecommunications Company issued a 
secured note in two tranches: a $600m, carrying 
a 5.63 percent coupon, maturing in 2023; and a 

$900m, carrying a 6.63 percent coupon, 
maturing in 2028. 
Investors continued to tread cautiously in the 
GCC equity markets in Q2 2018, closing the first 

half of 2018 on a muted note, with total of 9 
IPOs (including 8 REIT listings) generating total 
proceeds of $893m in H1 2018, compared to 

$610m raised from 15 IPOs in the first half of 
2017. 

The increase in total proceeds is mainly due to 

the two large REIT IPOs namely Sedco Capital 

REIT ($173m) and Bonyan REIT ($174m). The 
future trajectory of GCC equity markets will 
continue to depend on geopolitical 
developments, stability of oil prices and the 
implementation of ongoing government reform 
policies and related privatisation initiatives 

across the GCC region. 
"The uncertainties in the macroeconomics mean 
that the IPO window is narrower than it has 
been in the past. It is more important than ever 
for companies interested in capital markets 
funding to get ready early to capture the 

opportunity when it arrives", noted Steve Drake 
(pictured), PwC Middle East Capital Markets 
Leader. 
European debt markets have been sluggish, 
with overall volumes and issuances remaining 
flat in this quarter. The looming global trade 
wars, a stronger dollar and oil prices, and 
concerns over liquidity in the secondary 
market have affected investor sentiment. 

"We have seen a number of deals being pulled 

this quarter as corporates await the right 
window of opportunity", Steve added. Globally, 
the IPO offering value has increased by 7 
percent despite a 25 percent reduction in the 
number of IPOs, compared to the same quarter 
last year. The performance of IPOs is lower this 

year, mainly driven by China softening. 
The global IPO pipeline looks promising but the 

global headwinds and ensuing market volatility 
could affect the successful conversion of the 
pipeline. 
 
The Peninsula/Gulf base 
Copyright (c) 2018 Sourced by MIST all rights 
reserved 
 
 

Saudi Arabia 

Saudi budget deficit narrows to 7.36 

bln riyals in Q2   

08-Aug-2018  

DUBAI, Aug 8 (Reuters) - Saudi Arabia's 

budget deficit narrowed to 7.36 billion Saudi 
riyals ($1.96 billion) in the second quarter 
from 34.3 billion riyals in the first quarter, the 
finance ministry said on Monday. 

The kingdom, which is working on a number of 
economic reforms aimed at diversifying its oil-

reliant economy, has forecast a deficit of 195 
billion riyals or 7.3 percent of gross domestic 
product (GDP) this year, down from 230 billion 
last year. It aims to balance its budget by 2023. 
The deficit narrowed in the second quarter 
because of growth in revenues, the finance 
ministry said in a statement on its website on 
Wednesday. 

Total revenues in the second quarter reached 
273.6 billion riyals, up 67 percent from the same 
period last year. 
Non-oil revenues reached 89.4 billion riyals, up 
42 percent year on year. 
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Oil revenues leaped 82 percent year on year to 

184.2 billion riyals, reflecting a recent rise in 

prices. In the first quarter of this year the 
comparable increase was only 2 percent. 
The minister of finance said in a statement on 
Wednesday that the fiscal figures “reflect the 
improvement in the performance of public 
finance, which will lead us more towards 
continuing our reform plans." 

Saudi Arabia, the world's top oil exporter, does 

not disclose the oil price assumptions behind its 
budget. An International Monetary Fund official 
told Reuters earlier this year that the Gulf Arab 
state would need oil prices to average $85-87 a 
barrel this year to balance its state budget. 
The kingdom's GDP contracted last year for the 
first time since 2009, but the IMF forecasts real 

GDP growth to increase to 1.9 percent in 2018, 
the fund said last month. 
 
($1 = 3.7502 riyals) 
(Reporting by Katie Paul and Davide Barbuscia; Editing 
by Catherine Evans and Hugh Lawson) 
(( Katie.Paul@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka 

Sri Lankan rupee edges down on 

importer dollar demand  

09-Aug-2018  

COLOMBO, Aug 9 (Reuters) - The Sri Lankan 

rupee closed marginally weaker on Thursday 
on importer dollar demand, while dealers 
expect the local currency to stabilise around 
the current level in the short term. 

The rupee, which hit an intraday low of 160.10 
per dollar, ended at 159.95/160.10, compared 
with Wednesday's close of 159.90/160.00. It hit 

a record low of 160.17 on June 20 and has 
declined 4.2 percent so far this year. 
"There was no visible action by the central bank 
though they kept on checking the exchange rate 
on and off. There was excess rupee liquidity and 
short-term treasury bill rates came down," a 

currency dealer said. 

"It looks like stability is coming. I don't think 
there will be rapid depreciation at least in the 
short term." 
Currency dealers said the market had an excess 
liquidity of 50 billion rupees that put pressure on 
the short-term interest rates without much 
impact on the exchange rate. 

They also said the last week's central bank 
decision on the monetary policy had little impact 
on the currency. 
On Friday, the central bank left its key policy 
rates unchanged, saying the decision backed its 
goals for stabilising inflation and fostering 
sustainable economic growth. 
Central Bank Governor Indrajit 
Coomaraswamy had told reporters that 
several emerging market currencies had more 
than the rupee, adding "if we reduce rates 
that would put further pressure on the 

exchange rate." 

Sri Lanka last week raised import duties on 

small hybrid cars by more than 50 percent to 

boost revenue and curb a sharp fall in the rupee. 
Coomaraswamy had said earlier that the rupee's 
decline was driven mainly by external factors. 
Foreign investors sold government securities 
worth a net 259.7 million rupees ($1.63 million) 

in the week ended Aug. 1, bringing the outflow 
so far this year to 36.5 billion rupees, central 
bank data showed. 
 
($1 = 159.6500 Sri Lankan rupees) 
(Reporting by Shihar Aneez; Editing by Vyas Mohan) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Albania 

S&P affirms Albania at B+/B, outlook 

stable  

06-Aug-2018  
TIRANA (Albania), August 6 (SeeNews) – 
Standard & Poor's said it has affirmed its 

long- and short-term foreign and local 
currency sovereign credit ratings on Albania 
at B+/B, with a stable outlook. 

“We expect Albania's real GDP growth will 
average almost 4% over the  next three years, 
driven by investments and rising service 
exports,” Standard & Poor's said in a statement 
late on Friday. 
“Albania continues to progress with fiscal 
consolidation, resulting in reduced risks 
associated with still-high public debt but we 
consider that challenges in consolidation 
remain, also pertaining to the government's 
public-private partnership (PPP) projects,” 
Standard and Poor's noted. 

The rating agency also said the stable outlook 
reflects its view that Albania will deliver solid 
economic growth and is unlikely to incur 

significant fiscal or external imbalances over the 
next three to four years. 
“Additionally, we view the recent foreign 
exchange interventions by the  Bank of Albania 
to be only temporary and limited,” the agency 
noted. 
Standard & Poor's also said: 

“The ratings are constrained by Albania's 
relatively weak institutional framework, 
characterized in particular by an ineffective 
judiciary system and limited rule of law. Despite 
elevated growth rates, Albania's income levels 

are still lower than many peers and remain 

limited by a large informal economy and a 
significant illegal sector. That said, the country's 
fiscal performance has improved significantly in 
recent years on the back of solid economic 
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growth and an enhanced fiscal framework, which 

now includes a formalized debt brake and other 

fiscal rules (Organic Budget Law). This will help 

continue to reduce risks associated with the 
high public debt and very high annual 
refinancing needs, particularly in the domestic 

market. Remittances and inflows on the service 
account continue to contain current account (CA) 
deficits, which are financed by high FDI inflows, 

but the external position of the overall economy 
remains vulnerable. The BoA is currently using 
its policy instruments in a limited manner in the 
form of a policy rate reduction and foreign 
exchange interventions, but credit growth 
remains suppressed and levels of euroization 
remain high, pointing to potentially weakening 

transition mechanisms for the central bank. 
We expect Albania's government will continue 
to pursue its structural reforms agenda, which 
should gradually improve its political and 

institutional framework. The Socialist party 
emerged as the sole winner of last year's 
election and has formed a government under the 
previous Prime Minister Edi Rama. Despite 

stagnancy of reform efforts in the aftermath of 
elections, we expect policy continuity and 
sustained structural reform regarding the 
economy, public administration, and particularly 
the judicial sector. These will be anchored by the 
government's efforts to prepare for potential EU 

accession. 
We acknowledge the government's efforts to 

enhance the rule of law and combat the informal 
economy, with the aim of fulfilling requirements 
for EU accession. The recent Sofia declaration 
determined that EU accession negotiations for 
Albania will likely start in 2019. However, given 

strong sentiments in specific EU countries 
against further geographic expansion of the EU, 
we think that Albania's accession is unlikely 
before 2025. 
Strong EU membership aspirations, for example, 
spurred the government to pass the judicial 
reform last year, which aims at creating a more 

independent judiciary. The reform has the 
potential to sustainably improve the country's 
business environment, for example, by 

increasing the effectiveness of property rights 
enforcement. Implementation of the reform is 
currently on track with the formal vetting bodies 

established and several judges already leaving 
the system voluntarily or due to being forced 
out. This is a strong indication that these key 
reform efforts are sustainable, even though 
comprehensive reform and restructuring of the 
judicial system will require more time. 
Further structural reforms are necessary to 

strengthen Albania's still-weak institutional 
framework, in our view. In general, the country 
has a considerable shadow economy, with 
prevalent corruption and constrained 

effectiveness of the rule of law. 
We project that Albania's formal economy will 
expand by an average of 3.8% in real terms 
between 2018 and 2021, albeit still from a 

relatively low level of development. A number 
of large-scale investment projects currently 

underpin growth, and will likely be completed in 

2019, including the Trans-Adriatic Pipeline 

(TAP), which will connect Albania with Italy and 
the Caspian Sea, as well as the construction of a 
hydropower plant. In addition, the tourism 
sector has indicated very solid growth rates over 
the past two years, and we see clear further 
development potential in this area. We consider 

that strong domestic demand, with rising 
consumption and private investment, will be a 
primary expansion engine, also aided by rising 
employment levels. 
In the long term, government reforms could 
support an improved business environment and 

help the country to attract additional FDI. This 
would help unlock Albania's economic potential, 
for example in the areas of energy, tourism, and 

potentially in higher value-added sectors, such 
as business services, and information and 
communication technologies. 
OUTLOOK 
The stable outlook reflects our view that 
Albania will deliver solid economic growth and 
is unlikely to incur significant fiscal or 
external imbalances over the next three to 
four years. 

A stronger and more pronounced period of 
sustainable economic growth, fostered by 
continuous attraction of foreign direct 
investment (FDI) and successfully combatting of 

the informal economy, could lead to a positive 
rating action. An upgrade could also follow if 

fiscal consolidation strengthened beyond our 
base case leading to a more pronounced 
downward trajectory for public debt, or a lower 
interest bill as a share of government revenues. 
Additionally, effective de-euroization efforts by 

the Bank of Albania (BoA) would enhance 
monetary transmission and could put upward 
pressure on the ratings. 
We might take a negative rating action if we 
observed material fiscal slippages, resulting from 
higher fiscal deficits or materialization of 

contingent liabilities from PPP projects or 
arrears. We could also lower the rating if we 
observed a prolonged period of repressed credit 
growth, pointing to weaker monetary transition 

mechanisms." 
 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Czech Republic 

Czechs sell CZK 371.5 mln in top-up 

VAR/23 bond sale  

09-Aug-2018  
PRAGUE, Aug 9 (Reuters) - The Czech Finance 

Ministry sold 371.5 million crowns ($16.84 
million)) worth of variable-rate government 
bonds due 2023 in the second, non-
competitive round of an auction on Thursday. 

Wednesday's auction produced an average yield 
of 30.169 

basis points below the 12-month Prague 
interbank offered rate (PRIBOR) of 1.66 percent. 
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The bond has a 1.77 percent current coupon.  

After the top-up round, data showed the 

ministry sold 3.89 billion crowns worth of the 
paper from its own portfolio in the auction. 
The ministry had set the annual coupon at the 
same 12-month PRIBOR rate plus 65 basis 
points. It will next reset the coupon in April 
2019. 

 
($1 = 22.0580 Czech crowns) 
(Reporting by Mirka Krufova; Editing by Jason Hovet) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary 

Hungary would deserve ratings 

upgrade   

06-Aug-2018  
BUDAPEST, Aug 6 (Reuters) - Hungary's 

economic fundamentals would justify an 
upgrade in its credit rating, which may 

already happen next week, deputy central 
bank governor Marton Nagy said on Monday, 
referring to scheduled reviews by two rating 
agencies this month. 

Nagy was cited by national news agency MTI as 
saying that Fitch and Standard and Poor's have 

had a positive outlook on the country's rating for 
almost a year. 

MTI said a review by Standard and Poor's is due 
on Aug. 17, while Fitch is scheduled to review 
Hungary's rating on Aug. 31. 
 
(Reporting by Krisztina Than) 
(( krisztina.than@thomsonreuters.com ; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary posts 70.4 bln forint July 

budget deficit  

07-Aug-2018  
BUDAPEST, Aug 7 (Reuters) - Hungary's budget 

deficit widened further by 70.4 billion forints 
($255.34 million) in July, to 1.491 trillion 

forints in the first seven months of 2018, 
exceeding a 1.36 trillion forint full-year 
target, data showed on Tuesday. 

The shortfall grew due to higher pre-financing of 
projects sponsored by the European Union, 
which rose to 1.31 trillion forints by the end of 
July, with just 162 billion forints of revenue 
received from EU funds, unchanged from the 

prior month. 
At the same time, the ministry affirmed its full-
year deficit target at 2.4 percent of gross 

domestic product. It said revenues from value-
added, personal income and payroll taxes rose 
substantially in the January-July period. 
 
($1 = 275.71 forints) 

(Reporting by Gergely Szakacs) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Poland 

Poland's finance minister sees GDP 

growth peaking in 2018  

06-Aug-2018  
WARSAW, Aug 6 (Reuters) - Poland's economic 

growth will likely have peaked this year, 
Finance Minister Teresa Czerwinska said on 
Monday.  

Poland's central bank sees GDP growth at 4.6 
percent this year and Czerwinska said she was 

"keeping fingers crossed" that it reaches five 
percent.  
The bank has warned economic growth will slow 
down from 2019 and, speaking at a news 
conference, Czerwinska agreed: "According to 
my calculations, 2018 is the top year for the 

economy."  
She also said she hoped Poland's budget 
deficit for 2018 to only come in at half of the 
plan of 41.5 billion zlotys ($11.23 billion).  

 
($1 = 3.6941 zlotys) 
(Reporting by Anna Koper, Writing by Gabriela 
Baczynska, Editing by Agnieszka Barteczko) 
(( gabriela.baczynska@thomsonreuters.com ; +32 2 
287 68 39; Reuters Messaging: 
gabriela.baczynska.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania sells 350.5 mln lei (75 mln 

euro) of one-year T-bills  

09-Aug-2018  

BUCHAREST (Romania), August 9 (SeeNews) - 
Romania's finance ministry on Thursday sold 
out a new issue of 350.5 million lei ($88 
million/75 million euro) of one-year Treasury 
bills, central bank data showed. 

The average accepted yield at the auction was 
3.31%, the data indicated. 
Demand for the government securities, which 

will mature on August 12 2019, totaled 543.8 
million lei. 
Since the beginning of 2018, the finance 
ministry has sold roughly 22 billion lei and 
has raised 2 billion euro on international 
markets from the sale of 2028 and 2030 
Eurobonds, as well as $1.2 billion of 2048 

dollar bonds. 

The ministry plans to auction 2.8 billion lei worth 

of government securities in August, including 
330 million lei in non-competitive offers. 
 
(1 euro=4.6250 lei) 
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Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russian fin min: local bond buyers 

would replace foreign investors  

08-Aug-2018  
MOSCOW, Aug 8 (Reuters) - Russia's Finance 

Ministry said on Wednesday that if foreign 
investors sell Russian OFZ treasury bonds as a 
result of proposed U.S. sanctions on its 
government debt, local bond buyers would 
buy them. 

The ministry said demand for OFZ from Russian 

banks and pension funds had been rising, 

helping to gradually replace foreign holders who 
were selling out. 
 
(Reporting by Dasha Korsunskaya; Writing by Maria 
Kiselyova; Editing by Hugh Lawson) 
(( maria.kiselyova@thomsonreuters.com ; +7 495 775 
1242; Reuters Messaging: 
maria.kiselyova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Russian bond spread over Treasuries 

jumps on U.S. sanctions move  

09-Aug-2018  
LONDON, Aug 9 (Reuters) - The average yield 

spread of Russian sovereign bonds over U.S,. 
Treasuries jumped to their highest since late 

June on Thursday, after Washington said it 
would impose more sanctions on Moscow by 
end-August. 

The sanctions will cover sensitive national-
security controlled goods, and follow the 
poisoning of a former Russian agent and his 
daughter on British soil, in which Moscow has 
denied involvement. Russia called the new 

sanctions draconian.  
Russia's average dollar bond yield spread over 
safe haven U.S. Treasuries on the JPMorgan 
EMBI Global Diversified index rose by 15 basis 
points (bps) from Wednesday's close to 222 bps, 

the highest level since June 28.  
 
(Reporting by Claire Milhench; editing by John 
Stonestreet) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Russia dollar bonds fall on U.S. 

sanctions move  

09-Aug-2018  
LONDON, Aug 9 (Reuters) - Russian sovereign 

dollar bonds fell across the curve on 
Thursday, with some issues tumbling as much 
as 1.7 cents after Washington said it would 
impose more sanctions on Moscow by end-
August. 

The 2043 issue fell 1.7 cents to 105.25 cents in 

the dollar according to Tradeweb, its lowest 

since June 22. The 2029 Eurobond fell 1.15 

cents to 93.14 cents. 
The U.S. sanctions will cover sensitive national-
security controlled goods, and follow the 
poisoning of a former Russian agent and his 
daughter on British soil, in which Moscow has 
denied involvement. Russia called the sanctions 

draconian. 
 
(Reporting by Claire Milhench; editing by John 
Stonestreet) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Serbia 

Serbian central bank keeps benchmark 

rate at 3 pct  

09-Aug-2018  
BELGRADE, Aug 9 (Reuters) - Serbia's central 

bank kept its benchmark rate at 3 percent on 
Thursday, as inflation rose, the currency 
strengthened and the economy posted robust 
growth. 

All 12 analysts and traders polled by Reuters this 
week and last said the central bank would leave 
borrowing costs unchanged. 

According to a flash estimate, Serbia's economy 
grew 4.4 percent in the second quarter, while 

total growth this year was expected at around 
3.5 percent.  
Inflation rose to 2.3 percent in June, up from 2.1 
percent in May, but remained inside the central 
bank's target corridor of 3 percent, give or take 
1.5 percentage points. 
In a statement, the bank's Executive Board 
said it decided to keep the rate unchanged 
because of expected movements of inflation 
and effects of policy easing so far, adding that 
caution is also needed because of volatilities 
in international commodity and financial 
markets.  

"Because of current rise in crude oil prices, an 
increase in inflation in international surroundings 
is expected. Also, normalisation of monetary 

policies of leading central banks ... could have 
negative implications on capital flows to 
emerging countries," it said. 
The bank added that global trade tensions and 
their effects on global economy also required 
caution. 
Serbia's currency, the dinar, has remained 

strong this year, bolstered by growth, 
investments and currency remittances from 
Serbians working abroad. 
The central bank, which keeps the dinar in a 
managed float against the euro, has bought over 

1.6 billion euros on the local interbank market to 

prevent it from making excessive gains.  
After the rate decision, the dinar traded at 
118.02 to the euro, almost the same as the day 
earlier. 

mailto:Publicdebtnet.dt@tesoro.it
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mailto:claire.milhench@thomsonreuters.com
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(Reporting by Aleksandar Vasovic; Editing by Larry 
King) 
(( ivana.sekularac@thomsonreuters.com ; +381 11 30 
44 930; Reuters Messaging: 
ivana.sekularac.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Foreign funds pummelled by Turkish 

bond rout, but have yet to exit  

08-Aug-2018  
By Karin Strohecker 
LONDON, Aug 8 (Reuters) - The Turkish lira's 

plunge this year has wiped out a third of the 
value of foreign investors' holdings of lira 

bonds but data shows there have not yet been 
net foreign portfolio sales. 

That may reflect inertia or a lack of liquidity. 
On paper, Turkey's $120 billion sovereign 
domestic bond market has been a disaster for 
overseas investors this year. The lira has lost 28 
percent year to date -- its sixth straight year in 
the red -- while the capital value of the bonds 

has dropped more than 20 percent.  
Losses have accelerated in recent weeks as 
markets balked at President Tayyip Erdogan's 
policy of keeping interest rates low even with 
inflation at a 14-year high. His decision to put 

his son-in-law in charge of the economy while 
ousting familiar and experienced faces after 

assuming additional powers has also unnerved 
some investors. 
Emergency interest rate hikes have pushed 
yields to some of the highest in the emerging 
markets universe but real rates are around 2 
percent. Turkey is the second-worst 
performing market in the GBI EM index of 
local currency debt behind Argentina.  

Yet foreign investor money has proven stickier 
than many expected. The big question now is 
whether these huge paper losses will be realized 
at some point if there is no resolution to the 
crisis, leading to some capitulation that could 

intensify the financial squeeze.  
"The perception of foreign selling of Turkey 

government bonds ... is not happening," said 
Morgan Stanley strategist Min Dai. 
Data from the Institute of International Finance 
tracking weekly foreign portfolio flows showed 
that Turkish local government debt had suffered 
outflows in the two weeks ending July 27, but 
was still $75 million up on the year.  

Central bank statistics confirm the trend, 
showing the ratio of foreign holdings of 
government debt stood at just under 20 percent 
at the end of last month -- largely unchanged 
from 22 percent in late February.  
Foreign investors have stayed put for a number 

of reasons, said Min.  
Liquidity has deteriorated significantly, with daily 
volatility of 50-70 basis points (bps), he wrote in 
a note to clients. And while a slight underweight 
compared to JPMorgan's GBI EM benchmark 

index offered real money investors a chance to 

outperform the benchmark, they would find it 

difficult to cut their exposure dramatically given 
the 18-20 percent yield. 
The monthly index rebalancing, which did not 
reflect the drop in the underlying securities, also 
helped investors secure that underweight 
without having to sell, Min added.  

Recent dramatic falls may have been another 
anchor, said Paul McNamara, investment 
director at asset manager GAM.  
"There is always this kind of sunk cost feeling -- 
the money is already lost," said McNamara. 
Some funds have used the recent market 
turmoil to increase their exposure. Asset 

manager Aberdeen Standard Investments said 
in early June it had upped its exposure to 
domestic Turkish debt following a bigger-
than-expected interest rate hike by the 
central bank. 

But that stickiness may not persist. Apart from 
holding around $20 billion of government debt, 
foreign investors also own around $33 billion of 
Turkish stocks, providing some much needed 

finance for the country, which runs a gaping 
current account deficit.  
"Portfolio investors need to believe the story in 
terms of the policy mix -- real interest rates 
need to stay sufficiently high to provide enough 
carry for FX risk," said Tim Ash, strategist at 
BlueBay Asset Management. 

"That's a dangerous mix if the $50 billion plus 

portfolio funds begin to exit -- suddenly your 
external financing gap gets that much bigger," 
he said, adding that such an exit could also 
hasten further local dollarisation. 
Morgan Stanley's Min said there were reasons to 

be bearish and that investors should base their 
views on fundamentals rather than expectations 
of how long fellow investors may hold onto the 
securities.  
"We are concerned about the prospect of Turkish 
government bonds' future return," he wrote, 
adding that while slowing growth was expected 

to help rebalance the economy, this may not 
happen to the extent investors are hoping for. 
And rising inflation in combination with a central 

bank staying its hand on rates makes a difficult 
proposition for investors going forward, said 
Phoenix Kalen, strategist at Societe Generale. 
"If real yields plunged towards zero, then the 

investment thesis doesn't make sense anymore 
for Turkey," she said. 
 
($1 = 5.2376 liras) 
(Reporting by Karin Strohecker; Additional reporting 
by Claire Millhench; Graphics by Ritvik Carvalho and 
Karin Strohecker; Editing by Catherine Evans) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey needs to address currency 

weakness fast, Fitch says  

09-Aug-2018  
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By Marc Jones 

LONDON, Aug 9 (Reuters) - Turkey needs to 

halt the sharp slide of the lira quickly, credit 
rating agency Fitch said on Thursday, warning 
the country's situation had worsened since its 
downgrade just a month ago. 

The lira slumped to a record low in Istanbul, as a 
U.S. move to impose sanctions on Turkey over a 
jailed American pastor compounded long-

running worries over inflation and general 
economic mismanagement. 
"We are paying close attention to current 
events," a Fitch senior analysts, Paul Gamble, 
told Reuters. "Since we took the decision (to 
downgrade Turkey's rating to BB on July 13) 
market sentiment has deteriorated further." 
"The key pressure point is the weak 
currency," he added, saying he was looking at 
what Turkish authorities do to try and halt 
what has now been a 30 percent plunge in the 
lira this year, almost 10 percent of which has 
come in the last month. 

Easing the pressure in the near term was likely 
to involve a combination of central bank action 
and an improvement in relations with the United 

States, he said. 
"We are looking at how the situation evolves. 
The next scheduled (rating) review is not until 
December, and a lot can change before then." 
The chance of another downgrade is certainly 
there. Fitch kept a "negative outlook" on Turkey 
after last month's one-notch cut. That brought 

Fitch in line with Moody's equivalent grade but 
still above S&P's "BB-" level. 
"Of the negative rating sensitivities we published 
in our latest rating action commentary, the one 
that would be most relevant is a sudden stop to 
capital inflows or a hard landing of the 
economy," Gamble said. "Particularly if it 

heightens stresses in the corporate and banking 
sector."  
 
(Reporting by Marc Jones, editing by Larry King) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey bond yield spread over 

Treasuries hits highest since 2009  

09-Aug-2018  
LONDON, Aug 9 (Reuters) - Turkey's sovereign 

dollar bond yield spreads over U.S. Treasuries 
hit their widest since April 2009 on Thursday 

as its issues fell across the curve, with some 
eurobonds down over 1 cent. 

Turkish assets have taken a pounding following 
a deterioration in relations with the United 
States over Ankara's treatment of an American 
pastor. 

Turkey's average spread over safe-haven 
Treasuries on the JPMorgan EMBI Global 

Diversified index rose to 462 basis points (bps), 
up 10 bps from Wednesday's close as the 
Turkish lira hit another record low. 

The 2045 sovereign issue fell around 1 cent to 
84.32 cents in the dollar according to 

Tradeweb, while the 2041 euro bond was 
down 1.1 cent to 79.28 cents, the lowest since 
mid-June. 

Turkey's five-year credit default swaps rose 3 
bps from Wednesday's close to 359 bps 
according to IHS Markit data.  
 
(Reporting by Claire Milhench) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 

claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey fated to pick worst of its bad 

options   

10-Aug-2018  

By Swaha Pattanaik 
LONDON, Aug 10 (Reuters Breakingviews) - 
After digging itself into a crisis, Turkey will 
probably find the worst way out. The lira’s 
alarming slide is fanning concern that the 
country will struggle to meet external 

financing needs. President Tayyip Erdogan may 
soon have to choose between imposing capital 
controls and seeking help from the International 

Monetary Fund. Defiant self-sufficiency is more 
his style.  
The lira’s slide accelerated on Friday, with the 
currency slumping more than 10 percent against 

the dollar at one point. Tensions between the 
United States and Turkey were already weighing 

on the lira earlier in the week. The bigger 
problem is that investors have little confidence 
in how the economy is being managed, having 
lost faith in the central bank’s willingness to 
tighten policy by enough to curb inflation. 
Until now, the worst side-effects of the lira’s 
decline were higher inflation, rising borrowing 

costs, and a gradual erosion of the health of 
Turkish banks. The currency’s latest dramatic 
drop may, however, mark a tipping point by 
raising concerns about how easily external debt 
will be rolled over. Roughly half of Turkish 
banks’ FX wholesale refinancing needs are short 

term and due within 12 months, Moody’s 

estimates. For the economy as a whole, short-
term external debt was 21 percent of GDP in 
2017, IMF data shows. 
Tinkering with economic policy won’t wash. And 
only chunky rate hikes will convince investors 
the central bank is free from political influence. 

Nor is massive intervention in the currency 
markets a sustainable option given official 
reserves did not offer a big enough buffer 
against big external shocks, according to an IMF 
report published in April – even before the lira’s 
slide gathered momentum. 
Erdogan effectively has two options. One is to 

seek help from the IMF, like Argentina earlier 
this year. That would have strings attached, 
and Erdogan won’t bow to external policy 
prescriptions. The alternative is capital 

controls. The measure is not one to be taken 
lightly but can give a country the breathing 
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space it needs to put its house in order. It’s of 

less use if the right policies aren’t enacted. 

Erdogan has repeatedly made bad economic 
choices. There’s no reason to expect a change 
now.  
CONTEXT NEWS 
- The Turkish lira on Aug. 10 weakened more 
than 10 percent to hit new record lows near 6.49 

against the dollar.  
- Turkish President Tayyip Erdogan on Aug. 9 
dismissed concerns over the tumbling lira and 
said: “Don't forget, if they have their dollars, we 
have our people, our God.” 
 
(Editing by George Hay and Bob Cervi) 
(( swaha.pattanaik@thomsonreuters.com ; Reuters 
Messaging: 
swaha.pattanaik.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentine bonds fall as corruption 

probe prompts investor caution  

08-Aug-2018  

BUENOS AIRES, Aug 8 (Reuters) - Argentine 

bonds fell on Wednesday as a widening probe 
into accusations of corruption under the prior 
government left investors wary of exposure to 
the country, five traders said. 

Argentina's country risk  - a measure of the 
difference between government bond yields and 
yields of safer alternatives - rose 27 basis points 
to hit 620 basis points, the highest level since 
August 2015. The country's 100-year bond 

issued last year  fell 1.8 percent to 75.88 cents 
on the dollar. 
The wide-ranging investigation, launched a week 
ago, has swept up construction magnates 
accused of attempting to secure contracts by 

delivering bribes to officials in former President 

Cristina Fernandez's government. 
 
(Reporting by Jorge Otaola 
Writing by Luc Cohen, Editing by Rosalba O'Brien) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Barbados 

Central Bank of Barbados - Debt 

Restructuring  

07-Aug-2018  
Debt restructuring can take a variety of forms, 
including reductions in coupon rates, maturity 

extensions, reductions of outstanding 

principal, or some combination of these 

options. The choice of method can be influenced 

by several factors including the scale of the 

problem, the speed of adjustment and the size 
and nature of the fiscal adjustment. Factors to 
be considered include safeguarding the 
soundness of the financial system and examining 
the impact on small savers.  
On June 1, 2018 the Government of Barbados 
announced the suspension of interest and 
amortisation payments due on its debts owed 

to external commercial creditors. It is 
envisaged that in addition to foreign currency 
denominated external debt, domestic obligations 
of the central government and guaranteed debt, 
inclusive of treasury bills, treasury notes, 

debentures, bank loans and commercial bonds, 

which are serviced directly out of the public 
purse, will also be subject to the restructuring 
exercise.  
This development resulted in varied responses in 
the domestic and international investor 
community and on June 15, 2018, the 

international rating agency Standard & Poor's 
(S&P) reduced the country's long-term foreign 
currency rating from (CCC+) to Selective Default 
(SD), as is customary when the process for a 
sovereign debt restructuring commences.  
The restructuring of the external debt 
immediately impacted the trading price of 

Government of Barbados' international bonds, 
which fell from an average of US$87 to US$47 
and from US$91.8 to US$46.8 on its medium-
term and long-term instruments, respectively. 
The secondary trading of Government securities 
domestically also reflected lower prices before a 
temporary suspension of trading was announced 
by the Financial Services Commission in early 
July.  

Trading was subsequently permitted to resume 
from July 23, 2018.  
 
 (C) Copyright 2018 - Central Bank of Barbados 
 
 

S&P Says Barbados Local Currency 

Rating Lowered To 'SD' From 'CC'  

07-Aug-2018  
Aug 7 (Reuters) - S&P: 

S&P says Barbados local currency rating 
lowered to 'SD' from 'CC'; global bonds due 
2019 and 2022 downgraded to 'D' from 'CC'. 

Affirming 'SD' long-term foreign currency 
sovereign credit rating on Barbados and 'd' issue 

rating on notes due 2021 and 2035. 
On Barbados says removing all ratings from 
credit watch with negative implications. 
On Aug. 4, Aug. 6, Barbados failed to make 
coupon payments on its global bonds due 2022 
and 2019, respectively, S&P does not expect it 
to make payments. 

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

Central Bank of Barbados - IMF 
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Funding Arrangements  

08-Aug-2018   
An IMF financing facility provides access to 
low-cost funding which strengthens a 
country's international reserves position in 
the short-term and creates opportunities to 
unlock policy based loans from other 
multilateral organisations such as the Inter-
American Development Bank (IADB)and the 

Caribbean Development Bank (CDB). For 

Barbados, the effective implementation of its 
IMF-supported economic recovery and 
transformation programme is also likely to have 
a favourable impact on the sovereign credit 
rating and eventually restore access to 
international capital markets.  
Given the medium-term nature of Barbados' 

economic adjustment needs, it is likely to qualify 
for support under the institution's Extended 
Fund Facility (EFF), as opposed to a stand-by 
arrangement (SBA) which is geared for shorter-
term engagement. In its 1982-84 and 1992-93 
IMF programmes, Barbados accessed the SBA 

facility which is flexible in length, usually 
covering a period of 
12-24 months, but no more than 36 months. 
However, when a country faces inherent 
structural deficiencies and is able and willing to 
implement deep and sustained structural 
reforms, consideration can be given to a 

programme under an EFF which typically lasts 
between 36 and 48 months.  
Barbados' access to IMF resources is 
determined by its quota, which currently 
stands at SDR94.5 million or approximately 
US$135 million. Normal access under the EFF 
allows a country to borrow up to 145% of its 
quota annually or 435% cumulatively over the 

life of a programme. In exceptional 

circumstances, a country may borrow above 
normal access limits. However, the actual size of 
the facility will be influenced by the country's 
balance of payments need, the strength of its 
adjustment programme and its capacity to 
repay.  
When a country borrows from the IMF, it 

commits to implement policies to correct 

structural deficiencies and restore economic 
growth. These commitments are referred to as 
conditionality, the degree of which partly reflects 
the nature of the adjustment required to restore 
macroeconomic stability. Programme design 
establishes quantitative performance criteria and 

may also incorporate measures to address 
issues pertaining to debt management, 
expenditure reform - inclusive of 
state-owned enterprises - tax administration and 
reforms to strengthen international 
competitiveness.  

Negotiations for Fund programmes may vary in 
length, and the speed with which the 

negotiations of these reforms can be completed 
will influence our capacity to make the first 
drawdown of financing.  
 
 (C) Copyright 2018 - Central Bank of Barbados 
 

AFRICA 
 

Egypt 

Fitch Affirms Egypt at 'B'; Outlook 

Positive  

06-Aug-2018  
Fitch Ratings-Hong Kong-August 06: Fitch 
Ratings has affirmed Egypt's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B' with a Positive Outlook. 

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

rating action commentary. 
KEY RATING DRIVERS 
Egypt's ratings are supported by progress in 

implementing an economic and fiscal reform 
programme, greater macroeconomic stability 
and improving external finances, while the 
ratings are constrained by large fiscal deficits, 

high general government debt/GDP, and weak 
governance scores (as measured by the World 
Bank governance indicators). The Positive 
Outlook reflects the improving trends across a 
number of Egypt's credit metrics in response to 
the reform programme. 
The government has demonstrated strong 

commitment to its reform agenda and remains 
broadly on track with the USD12 billion three-
year Extended Fund Facility (EFF) signed with 

the IMF in November 2016. In July 2018, the 

IMF board approved the third review of the EFF 
and disbursed USD2 billion, bringing total 
disbursements to USD8 billion. This leaves USD4 
billion to be disbursed in 2018-19. 

We forecast that real GDP growth will accelerate 
to 5.5% in FY19 (fiscal year ending June 2019) 
and FY20 and that average inflation will drop to 
11.6% in 2019, from 13.0% in 2018. Egypt has 
witnessed stronger growth and disinflation 
following an inflationary spike, after the 
exchange rate reform and sharp depreciation of 

the Egyptian pound and other reforms since late 
2016. Real GDP growth firmed to 5.2% in 1H 
FY18 (July-December 2017), driven by tourism, 
construction and gas extraction. Inflation 

dropped to 11.5% yoy in May, after averaging 
29.5% in 2017. In June, inflation increased to 

14.4% following further subsidy reforms ahead 
of FY19. 
We forecast smaller current account deficits 
(CAD) in 2018-2020, averaging 2.5% of GDP, 
and maintenance of adequate FX reserves, 
covering on average six months of current 
external payments (CXP). Reserves covered an 

average of 2.8 months of CXP in 2012-2016. 
External debt/GDP increased sharply in 2017, 
although we forecast that it will moderate in 
2018-2020 and a large chunk remains on 
concessional terms. At end-2017, there was 

USD26 billion multilateral debt, USD13.9 billion 
Paris Club debt and USD17.9 billion of GCC 

deposits - more than half of total external debt. 
The CAD halved in 2017 and was 38% smaller 
yoy in 1Q18, driven by tourism, remittances, 
non-oil exports and restrained, albeit 
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strengthening, import growth. Tourism credits 

and remittances grew by almost 300% and 20% 

respectively in 2017. In 1Q18 tourism revenue 
made further gains, by 80% yoy, while 
remittances grew by 12%. Non-oil exports have 
also responded to the more competitive Egyptian 
pound and were 19% higher yoy in 1Q18, 
reaching their highest level in at least seven 

years. Import growth has been picking up in 
2018 in part because of higher oil prices. 
However, gas production from the Zohr offshore 
field started in December and stood at 1.6 billion 
cubic feet/day in July. It is expected to increase 
to 2 billion cubic feet/day by September and 

may eliminate Egypt's need to import gas. 
In 2017 net FDI inflows covered 77% of the 
CAD, up from 39% in 2015-12016. In 1Q18 net 

FDI covered more than 100% of the CAD. In 
addition, there has been a surge in non-FDI 
inflows into the financial account, given 
substantial bond issuance, multilateral and 

bilateral loans as well as other commercial loans 
and portfolio inflows. 
These balance of payments dynamics 
underpinned a sharp increase in FX reserves, 
which have continued to grow in 2018. Reserves 
totaled USD44.3 billion at end-June, up from 
USD36.3 billion at end-2017, despite around 

USD5 billion of capital outflows since May as 
investors drew back from emerging markets. 
The Egyptian pound has been very stable 
against the dollar, averaging EGP17.75:USD1 in 

January-July, virtually the same as the annual 
average in 2017. However, it did depreciate by 

around 1.3% from the start of May until end-
July (EGP17.9:USD1), indicating some degree of 
flexibility. 
Public finances will remain a key weakness of 
Egypt's credit profile, but the trend is positive, 
with the budget deficit and government debt 
improving in FY18 largely in line with 

expectations. The budget sector recorded a 
primary surplus (albeit marginal at 0.1% of 
GDP) for the first time in 15 years, according to 
preliminary data, driven by rising tax revenues, 
and spending restraint on wages and subsidies. 

The wage bill dropped to 5.4% of GDP from a 
peak of 8.4% in FY14. However, the headline 

budget sector deficit only narrowed to 9.8% 
from 10.9% in FY17, given a further increase of 
interest payments in response to the rise in debt 
in FY17 and higher interest rates. 
We estimate that general government 
debt/GDP fell to 93.6% in FY18 from 103.1% 
in FY17. We expect further fiscal consolidation 
will help reduce general government 

debt/GDP to 88% in FY19, and in the longer 
term, to around 75% by FY23, close to the 
level of government debt at the time of the 
Arab Spring uprisings. 
The government is targeting a budget deficit 
of 8.4% of GDP in FY19 and a primary surplus 
of 2% of GDP (our forecasts are slightly 

worse, at 8.8% and 1.6%, respectively). This 
assumes a 1% of GDP increase in revenue, 
related to better tax collection and faster GDP 

growth, and savings of 1.4% of GDP from 

energy subsidy reforms. These savings would 

more than offset higher capital spending and 

lump sum bonuses for the civil service and 
pensioners. 
In June, petroleum prices increased by an 
average of 45%, which the IMF estimates raised 
the pre-tax price-to-cost ratios to 73%. The aim 
is for full cost recovery by end-FY19 and the 

introduction of an automatic price indexation 
mechanism. Electricity prices went up by an 
average of 36% (electricity subsidies are to be 
fully eliminated by FY21) and natural gas prices 
for household and industry by an average of 
30%-75% on 1 August. This followed large 

increases in metro fares and water and sewage 
fees. 
Relatively weak governance together with 

security and political risks continue to weigh on 
the rating. Egypt scores below the 'B' median on 
the composite World Bank governance indicator. 
The potential for political instability remains a 

risk, in Fitch's view, given the economic 
adjustment programme and ongoing structural 
problems including high youth unemployment 
and deficiencies in governance, as well as 
intermittent security issues, which have 
previously harmed tourism. 
The government has sought to mitigate the risk 

of discontent by bolstering social safety nets 
(including cash transfer schemes), maintaining 
food subsidies and boosting electricity provision, 
while the space for political opposition and 

freedom of expression is restricted, in Fitch's 
view. Abdel Fattah el-Sisi was re-elected for a 

second term as president in March 2018, 
although the only opposition candidate emerged 
at the last minute and was an erstwhile 
supporter of the president; voter turnout was 
low, at 41%. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Egypt a score 
equivalent to a rating of 'B' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee did not 
adjust the output from the SRM to arrive at 
the final LT FC IDR. 

Fitch's rating committee decided to remove a +1 
QO notch adjustment assigned to the 

Macroeconomics analytical pillar, which had 
compensated for the fact that the previous SRM 
output of B- captured the immediate negative 
impacts of the depreciation of the EGP more 
than it captured the future positive effects and 
the improvements in fiscal and monetary policy 
frameworks. This is now better reflected in the 

SRM, resulting in the SRM output moving to 'B' 
from 'B-'. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 

score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
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our criteria that are not fully quantifiable and/or 

not fully reflected in the SRM. 

RATING SENSITIVITIES 
The main factors that, individually or 
collectively, could lead to an upgrade are: 
•Continued progress on fiscal consolidation 
leading to a firm downward path in government 
debt/GDP 

•Maintenance of an adequate level of 
international reserves in line with a narrowing 
CAD and a sustainable external financing 
framework 
•Sustained stronger economic growth 
The main factors that, individually or 

collectively, could lead to negative rating action 
are: 
•Failure to narrow the fiscal deficit and put 

government debt/GDP on a downward path 
•Reversal of fiscal and/or monetary reforms, for 
example in the face of social unrest 
•Renewed downward pressure on international 

reserves due to strains on the balance of 
payments 
KEY ASSUMPTIONS 
The political environment is assumed to be more 
stable than in 2011-2013, although sporadic, 
and at times serious, attacks on security forces 
are assumed to continue and underlying political 

and social tensions will remain. 
Fitch forecasts Brent crude to average USD70/b 
in 2018, USD65/b in 2019 and USD57.5/b in 
2020. 

The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'B'; 

Outlook Positive 
Long-Term Local-Currency IDR affirmed at 'B'; 
Outlook Positive 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'B' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds affirmed at 'B' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'B' 
Issue ratings on short-term senior unsecured 
local-currency bonds affirmed at 'B' 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 

Hong Kong, Tel: +852 2263 9935 , Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Egypt's foreign debt rises to $88.2 bln 

in Q3 of F/Y 2017-2018  

06-Aug-2018  

CAIRO, Aug 6 (Reuters) - Egypt's foreign debt 

rose to $88.2 billion in the third quarter of the 
2017-2018 fiscal year, up from $73.9 billion in 
the same period the previous year, central 
bank data showed on Monday. 

Egypt's fiscal year begins in July and ends in 
June. 
In December 2017, Egypt's foreign debt stood 

at $82.9 billion. 

Egypt's foreign reserves were $44.315 billion at 

the end of July, having climbed steadily since it 

secured a $12 billion, three-year, International 
Monetary Fund loan in 2016 as part of efforts to 
lure back foreign investors and revive the 
economy. 
 
(Reporting by Ahmed Ismail; Editing by Catherine 
Evans) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana 

Ghana replaces sacked energy chief in 

reshuffle of huge cabinet  

09-Aug-2018  
ACCRA, Aug 9 (Reuters) - Ghana's President 

Nana Akufo-Addo replaced his sacked energy 
minister on Thursday in a reshuffle that still 
maintained the West African country's high 
number of ministers -- 110 in total. 

Akufo-Addo sacked Energy Minister Boakye 
Agyarko on Monday, and in the reshuffle he 
replaced him with John Peter Amewu, former 
minister of lands and natural resources. Press 
reports said Agyarko was removed because the 
president was unhappy with his handling of an 

extension to a five-year deal with United Arab 

Emirates-based AMERI Energy for a 300MW 
emergency power plant. 
Kwaku Asomah-Cheremeh, former regional 
minister for the Brong Ahafo region, was named 
minister for lands and natural resources, while 
Kofi Adda, a former minister of sanitation and 
water resources, was appointed the minister of 

aviation. 
Critics and local media say the number of 
Ghana's ministers is bloated and is a drain on 
the public purse, but the government has 
resisted calls to axe some of them. 
Ghana, one of the region's most dynamic 

economies, became an energy producer in late 

2010, and pumps out around 180,000 barrels of 
oil per day from three main fields. 
But large amounts of this revenue are spent on 
government salaries, while Ghana has suffered 
from falls in commodity prices in the past three 
years that forced it to go to the IMF for a 

bailout. 
It is now in its final year of the $918 million 
credit deal signed in April 2015 to fix its 
economy, dogged by high deficits, inflation and 
public debt. 
 
(Reporting by Gideon Sackitey; Writing by Tim Cocks; 
Editing by Hugh Lawson) 
(( tim.cocks@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2018. 
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Kenya 

Tight liquidity hits Kenyan government 

debt auctions   

07-Aug-2018  
NAIROBI, Aug 7 (Reuters) - A lack of liquidity 

in Kenya's money markets has sent the 
overnight interbank lending rate above the 
three-month Treasury bill yield and curbed 
demand for government securities at the 
weekly auction, traders said on Tuesday. 

The weighted average interest on the interbank 
market for overnight lending jumped to 8.1052 

percent a week ago, well above the 91-day 
Treasury bill's yield, which stands at 7.611 

percent. The overnight rate has remained above 
8 percent.  
Fixed income traders said the problem was 
caused by a glitch in the budget cycle that 

meant the government is unable to quickly 
disburse cash to local authorities and state 
agencies, at the start of the financial year in July 
and August. 
"Before approvals go through and cash is 
disbursed, those normal delays, that now causes 
the market to tighten so there is no liquidity," 

said a trader with a commercial bank. 
Officials at the ministry of finance did not 
immediately respond to a request by Reuters 
for comment. Parliament is yet to debate and 
pass Finance Minister Henry Rotich's budget 
for the 2018/19 fiscal year presented in June. 

The liquidity squeeze has already reduced 
demand for the government's debt at the weekly 
auction held by the central bank. 

"To have your overnight rate higher than (the) 
T-bill (rate) it means that they could struggle 
and we have begun to see it in auctions. Now 
you will see auctions underperform at least until 
the situation is corrected," said the fixed-income 
trader.  

During last week's Treasury bills auction, the 
central bank got demand for just 60 percent of 
the 24 billion shillings ($239.28 million) worth of 

bills on offer.  
Jibran Qureishi, economist for East Africa at 
Stanbic Bank, said he expected the liquidity to 
start easing up at the end of this month, once 

firms finish paying their taxes and the 
government's fiscal year gets properly 
underway. 
"It is a very cyclical thing at the beginning of the 
(fiscal) year... By the end of August, we will 
improve," he said. 
 
($1 = 100.3000 Kenyan shillings) 
(Reporting by Duncan Miriri 
Editing by Matthew Mpoke Bigg) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Nigeria 

Nigeria's First Bank redeems $300 mln 

Eurobond before maturity  

07-Aug-2018  
By Chijioke Ohuocha 
LAGOS, Aug 7 (Reuters) - Nigeria's First Bank 

said on Tuesday it had redeemed a $300 
million Eurobond before maturity and had 
paid all bondholders. 

The seven-year bond was issued in 2013 at 8.25 
percent and had been due to be repaid in 2020. 

First Bank announced its intention last month to 
repay the debt before maturity and said on 
Tuesday it had made the payment after 

obtaining necessary approvals. 
It said the redemption had no impact on its 
capital ratios and that it had built up dollar 

liquidity over the past year. 
Nigerian banks cut lending last year due to weak 
economic growth and foreign currency risk. 
However, several of them are eyeing loan 
growth this year, citing economic improvements 
and especially as the central bank introduces 
liquidity to the banking sector targeting credit to 

manufacturers. 
First Bank said it did not plan to issue another 
Eurobond in the near term, because it had 
ample liquidity to meet its foreign and local 

currency funding needs. 
News of the redemption came after the market 
close. Shares in FBN Holdings, the bank's 

holding company, closed up 0.51 percent.  
 
(Reporting by Chijioke Ohuocha; Editing by Emelia 
Sithole-Matarise and Mark Potter) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

OCEANIA 
 

Fiji 

S&P Says Fiji 'B+/B' Ratings Affirmed 

Outlook Stable  

08-Aug-2018  
Aug 8 (Reuters) - S&P –  
Fiji 'B+/B' ratings affirmed; outlook stable. 
Fiji's stable outlook reflects expectation 
economy will continue to grow despite impact 
from cyclone while Gov's budget remains in 
deficit. 

Affirming the 'b+' long-term and 'b' short-term 
sovereign credit ratings on Fiji. 

expect Fiji's economy will continue to grow 

strongly, supporting the rating. 
Expect Fiji's economic expansion--in its ninth 
year--to continue at about 3.5% per year 
between 2018 and 2021. 
Expect Fiji remains vulnerable to shifts in 
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tourism preferences and natural disasters. 

The reserve bank of Fiji has a constrained ability 

to support sustainable economic growth while 
attenuating economic or financial shocks. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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