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ASIA 
  

Bahrain 

Bailed-out Bahrain considers new debt 

sale  

08-May-2019  
By Davide Barbuscia and Aziz El Yaakoubi 

DUBAI, May 8 (Reuters) - Bahrain met 

investors to discuss a possible international 
bond sale this year, which would be its first 

since it got a $10 billion bailout from its Gulf 
allies last year to avert a potential credit 
crunch, sources familiar with the matter said. 

Saudi Arabia, Kuwait and the United Arab 
Emirates bailed out Bahrain last year when lower 
oil prices pushed its public debt to nearly 93 

percent of annual economic output. 
Bahrain's bonds have become among the most 
profitable in the Gulf since then. They offer 

investors the returns of a junk-rated country but 
without the risk of impeding defaults, given the 
support of its wealthier neighbours. 
But the bonds dropped on Wednesday, partly 

because of news about the new debt sale but 
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also because the government scrapped plans to 

reform its subsidy system, undermining efforts 

to mend its finances, as reported by Reuters on 
Tuesday. 
Government representatives met investors in 
a non-deal roadshow -- a series of investor 
meetings not tied to a specific transaction, the 
sources said. 

Bahrain's Finance Ministry declined to comment 

on the new bond plans, which were first reported 
by Bloomberg. 
As part of last year's bailout, Bahrain embarked 
on a series of reforms last year, among them 
imposing a 5 percent value-added tax, further 
subsidy cuts and a voluntary retirement plan for 
state workers. 

But the government ditched the subsidy reform 

because its Sunni Muslim rulers were worried 
that austerity moves would bolster the majority 
Shi'ite-led opposition and stir more of the unrest 
that has rattled the kingdom since Arab Spring 
uprisings of 2011, officials told Reuters this 
week.  

Bahrain's international bonds were weaker on 
Wednesday, with bonds due in 2026  and in 
2028  both shedding around 0.5 cents on the 
dollar. 
A government spokesperson on Tuesday did 
not confirm the subsidy reforms had been 
ditched but said Bahrain was committed to 
achieving fiscal balance as promised to its 

Gulf allies. 

"The government confirmed to parliament that 
subsidy reform is a critical element of the 
national deficit reduction strategy, and that this 
reform would be implemented in coordination 
with parliament," the spokesperson said later. 
The fiscal reforms, introduced last year, have so 

far cut Bahrain's budget deficit by 35 percent, 
according to preliminary estimates for 2018. 
In a report published on Tuesday, the 
International Monetary Fund called for 
"additional fiscal and structural reform efforts to 
strengthen the fiscal and external positions." 
The IMF expects Bahrain's deficits to continue 

over the medium term, with public debt 
approaching 114 percent of GDP. 

 
(Reporting by Davide Barbuscia;  
editing by Alison Williams, Larry King) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bahrain forecasts wider than expected 

budget deficit  

09-May-2019  
By Davide Barbuscia and Aziz El Yaakoubi 
DUBAI, May 9 (Reuters) - Bahrain revised 

upwards its budget deficit forecasts for the 

next two years, a sign that the small Gulf oil 
producer might take longer than anticipated 
to balance the budget. 

Bahrain's finances have been bashed after oil 
prices dropped in 2014 and the government has 

piled up debt to fill widening fiscal deficits. 

Earlier on Thursday Bahrain said in a statement 

that it expects its budget deficit to fall from 6.2 
percent of GDP in 2018 to 3.4 percent in 2019 
and 2.1 percent in 2020. 
A government spokesman later told Reuters 
those figures were incorrect and said Bahrain 
expects the budget deficit to fall from 6.2 

percent of GDP in 2018 to 4.7 percent in 2019 
and further to 3.9 percent in 2020.  
The new estimates are wider than the ones 
Bahrain gave in October last year, when it 
embarked on a series of reforms aimed at 
balancing its budget by 2022. 

Those reforms were linked to a $10 billion aid 
package that its Gulf allies Kuwait, Saudi Arabia 

and the United Arab Emirates pledged to help it 

avert a potential debt crisis.  
In October Bahrain estimated that through its 
fiscal balance programme, the budget deficit 
would go down to 4.1 percent in 2019 and 2.1 
percent in 2020. 
The planned reforms included the introduction of 

a 5 percent value-added tax, subsidy cuts and a 
voluntary retirement plan for state workers. 
But officials told Reuters this week that the 
government ditched the subsidy reform because 
its Sunni Muslim rulers were worried that 
austerity measures would bolster the majority 
Shi'ite-led opposition and stir more of the unrest 

that has rattled the kingdom since Arab Spring 
uprisings of 2011. 

"Scrapping subsidy reform will make it more 
difficult for the government to stabilise the 
country's dire public finances," said Jason Tuvey, 
senior emerging markets economist at Capital 

Economics. 
The government said this week it reconfirmed 
its commitment to subsidy reform and that it 
would be implemented in coordination with 
parliament. 

Sources familiar with the matter also told 
Reuters this week that Bahrain is considering a 
new international debt sale this year, its first 
since it was rescued by its allies.   

The bond plans "may be a sign that the 
government is looking to secure financing in 

order to run a larger-than-targeted budget 
deficit," Tuvey said. 
Out of the $10 billion, Bahrain received $2.3 
billion last year and is expecting another $2.28 

billion in 2019, the government said earlier on 
Thursday. 
A statement from the government's media 
directorate, quoting a finance ministry 
representative, said "the first instalment had 
been received in full, and that receipt of the 
second instalment has already started". 

The Gulf kingdom said is set to receive further 
payments of $1.76 billion in 2020, $1.85 billion 
in 2021, $1.42 billion in 2022 and $650 million 

in 2023.  
Bahrain's bonds have become among the most 
profitable in the Gulf since the bailout last year. 
They offer investors the returns of a junk-rated 

country but without the risk of default, given the 
support of its wealthier neighbours. 
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But the bonds dropped this week, partly because 

of news about the new debt sale but also 

because the government scrapped plans to 
reform its subsidy system, undermining efforts 
to mend its finances. 
 
(Reporting by Aziz El Yaakoubi and Davide Barbuscia; 
Editing by Lisa Shumaker and Catherine Evans) 
(( aziz.elyaakoubi@thomsonreuters.com ; 
+971552994086; Reuters Messaging: 
aziz.elyaakoubi.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

China 

Foreign investors raise China bond 

holdings as index inclusion begins  

07-May-2019   
SHANGHAI, May 7 (Reuters) - Offshore 

holdings of Chinese treasury bonds touched a 
new high in April as some Chinese bonds 
began to be included in a major global index. 

April marked the first of a 20-month inclusion 
process of Chinese government and policy bank 

bonds in the Bloomberg Barclays Global 
Aggregate Index. With a 6 percent weighting in 
the index, some observers expect the move 
could draw $150 billion into Chinese fixed 
income. 
Holdings of Chinese central government bonds 

by foreign investors totalled 1.11 trillion yuan 

($163.74 billion) at the end of April, a 19.04 
billion yuan increase over the previous month's 
record, according to Reuters' calculations of data 
from China Central Depository and Clearing Co 
(CCDC), China's main bond clearing house. 
Foreign investors' total Chinese yuan bond 
holdings in the interbank market reached 1.53 
trillion yuan by the end of April, also a record 

high, and an increase of 18.7 billion yuan from 
a month earlier.  

Bonds issued by China's policy banks, which help 
to finance government initiatives, comprised 
369.08 billion yuan of total foreign holdings at 
the end of April, down from a peak of 379.65 

billion at the end of February.  
Policy bank bonds are highly liquid: The 10 

most-traded bonds in China's interbank market 
in April were all issued by either China 
Development Bank or the Agricultural 
Development Bank of China, according to 
China's National Interbank Funding Center. 
They have also become more attractive to 

foreign investors following the introduction of a 
three-year tax waiver in November. 
The first month of bond inclusion in the 
Bloomberg Barclays index was marked by a 
sharp rise in Chinese bond yields as signs of a 
stabilising economy forced investors to 
reconsider expectations for further policy 
easing. 

The yield on 10-year Chinese government bonds 

rose 34 basis points over the month of April, and 
stood at 3.365 percent on Tuesday, Refinitiv 
data showed. 

April data from Shanghai Clearing House, which 

provides additional information on foreign bond 

holdings, was not yet available on Tuesday. 
 
($1 = 6.7790 Chinese yuan) 
(Reporting by Andrew Galbraith 
Editing by Jacqueline Wong) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2019.  
 
 

China debt index inclusion to suck 

billions from other emerging markets      

08-May-2019                          

LONDON, May 8 (Reuters) - Most emerging 

countries are likely to see $1-2 billion of 
outflows from their government bond markets 
if China is added to more of the key global 

debt indices over the coming year as 
expected, Morgan Stanley estimated on 
Wednesday. 

JP Morgan and FTSE could both announce they 
will add China to their respective GBI-EM and 
WGBI emerging market bond indices in 
September, Morgan Stanley strategist Min Dai 
said in a note, estimating the 'weighting' in the 

GBI-EM could be around 10 percent. 
"Given that the assets under management 
that tracks GBI-EM is about $300 billion, 
inflows into China and the outflows from the 
rest of EM could be as much as $30 billion," 
Min said.  

"A few billion outflows at the individual EM 
country level are very sizeable, in our view," he 
added, calculating that Indonesia, Poland, South 

Africa, Colombia and Thailand would see 
between $2.3 billion and $2.7 billion of selling.  
Min Dai said he expected JP Morgan to announce 
the China inclusion in September with actual 
inclusion in a gradual phasing in possibly 
starting in the fourth quarter of this year or in 

January 2020.  
 
(Reporting by Marc Jones; editing by Karin Strohecker) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Honk Kong 

Hong Kong plans US dollar Green bond  

07-May-2019  
By Daniel Stanton 
SINGAPORE, May 7 (IFR) - The Government of 

the Hong Kong Special Administrative Region 
of the People's Republic of China 
(Aa2/AA+/AA+) has hired Credit Agricole and 

HSBC to arrange its debut international Green 
bond. 

The dollar bond will be offered under 144A/Reg 
S. A roadshow will begin on May 10 and visit 
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Hong Kong, Singapore, the UK, France, Germany 

and the US. 

In early 2018, Hong Kong announced its plans to 
issue sovereign Green bonds under a HK$100bn 
(US$12.8bn) programme to fund public works 
projects. 
On Monday, the HKSAR government became 
the first Asian signatory to the Green Bond 
Pledge, an initiative developed by 

international climate finance and 
environmental groups including the Climate 

Bonds Initiative. Signatories pledge to support 
the growth of Green bonds and use them to fund 
infrastructure where appropriate. 
The government is aiming to reduce Hong 
Kong's carbon intensity by between 65% and 
70% from the 2005 level by 2030. 

 
(Reporting by Daniel Stanton; Editing by Steve 
Garton) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Rates Hong Kong's Proposed USD 

Bond 'AA+(EXP)'  

07-May-2019  
Fitch Ratings-Hong Kong/London-May 06: Fitch 

Ratings has assigned Hong Kong's 
forthcoming US dollar-denominated green 

bond an expected rating of 'AA+(EXP)'. The 
proceeds of the proposed notes are to be used 

exclusively to finance or refinance green 
projects, as set out in the government's "Green 
Bond Framework". 
KEY RATING DRIVERS 
The expected rating is in line with Hong Kong's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) of 'AA+' with a Stable Outlook. 

RATING SENSITIVITIES 
The rating would be sensitive to any changes in 
Hong Kong's Long-Term Foreign Currency IDR. 
Fitch affirmed Hong Kong's Long-Term Foreign-
Currency IDR at 'AA+' with a Stable Outlook on 
13 June 2018 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Yee Man Ko, 
Hong Kong, Tel: +852 2263 9953, Email: 
alanis.ko@thefitchgroup.com; Wai-Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

India 

Foreign Investors Sold Net $0.59 

Million Of Indian Bonds On May 6   

07-May-2019  
By Siddhi Nayak and Dipika Lalwani 

NewsRise 

MUMBAI (May 07) -- Foreign investors were 

sellers of net $0.59 million of Indian 
government and corporate bonds on May 6, 
according to NewsRise calculations based on 
data from Clearing Corp of India Ltd. and 
National Securities Depository Ltd. 

In May so far, these investors sold net $245.35 
million worth of Indian debt. 
Overseas investors have sold net $2.80 billion 

worth of Indian debt in 2019 against net sales of 
$5.88 billion of Indian government and 
corporate debt in 2018. In 2017, these investors 
net bought $26.26 billion of local debt. 
 
- By Siddhi Nayak and Dipika Lalwani; 
dipika.lalwani@newsrise.org; +91-22-6135 3311 
- Edited by Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Steady Before Weekly 

Supply  

08-May-2019  
By Siddhi Nayak 

NewsRise 
MUMBAI (May 08) -- Indian government bonds 

were largely unchanged in afternoon trade, 
amid lack of fresh cues and as investors 
awaited the outcome of weekly supply of 
Treasury Bills. 
The benchmark 7.26% bond maturing in 2029 
changed hands at 99.16 rupees, yielding 7.38%, 

at 1:00 p.m. in Mumbai, against 99.15 rupees 
yesterday. The rupee was at 69.57 to the dollar 
against 69.43 at the previous close. 
New Delhi is selling 200 billion rupees of 
Treasury Bills today. Cutoff yields are likely to be 
little changed from last week amid weak 
demand, according to traders. India’s federal 

government will also raise 170 billion rupees via 
sale of bonds on May 10. 
"There are no fresh triggers for the bond 
market. Hence, traders will await the cutoff 
levels for T-bills for further direction,” a 
trader with a state-run bank said. “Crude 
prices have relatively remained stable today, 
which is why there is no substantial 
movement in the bond market.” 

The benchmark Brent crude contract was last 
trading 0.55% up at $70.25 per barrel. The 
contract had fallen to a one-month low of 
$68.79 per dollar earlier this week after U.S. 
President Donald Trump said he plans to more 
than double tariffs on $200 billion of Chinese 
goods to 25% from 10% from May 10, but 

rebounded on concerns over supply. India 
imports over 80% of its crude oil requirements. 
India’s headline retail inflation may have 

accelerated further to 3.1% on year in April from 
2.86% in March, following a rise in food 
inflation, Capital Economics said yesterday. The 
law mandates the central bank to target inflation 

at 4%, with a band of 2 percentage points on 
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either side. India’s April retail inflation data is 

due on May 13. 

The nation’s rate-setting Monetary Policy 
Committee has cut the key policy rate by 50 
basis points since February and the next 
meeting is in early June. 
India’s Fifteenth Finance Commission will meet 
Reserve Bank of India Governor Shaktikanta 

Das, lenders and financial institutions today and 
tomorrow. The commission will likely discuss the 
possible scenarios of the expert panel report on 
the availability of surplus with the central bank 
for transfer to the federal government. 
Meanwhile, India's federal ministry of petroleum 

and natural gas aims to channel bulk of the fuel 
subsidy allocated in the interim budget for this 
financial year towards payment of arrears to oil 

marketing companies, a senior oil ministry 
official said today. Accordingly, India will pay up 
to 150 billion rupees to its three state-run oil 
retailers in the April-June quarter, while over 

100 billion rupees will be paid in July-
September, the official said. 
Voting for India's multi-phased general elections 
will end on May 19 and the results are due on 
May 23. 
 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Mrigank Dhaniwala and Gourab Das 

- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India's 15th Finance Commission, RBI 

Discuss State Finances At Meeting  

08-May-2019  

By Mukesh Jagota and Ujjwal Narayan 
NewsRise 
NEW DELHI (May 08) -- Members of India’s 

15th Finance Commission and top officials of 
the central bank discussed the need for 
setting up state finance commissions and 
increasing orientation of state government 
borrowing to markets at a meeting today, 
according to an official statement.  

Key issues raised included “…the necessity of 
setting up state finance commissions for 
respective state governments and public sector 
borrowing requirements,” the statement added. 
The discussion also included improving 
secondary market liquidity for state bonds and 
cash management for states, among other 

things.  
Fiscal deficit of states is expected to be lower 
in this financial year but revised estimates 
and actuals deviate significantly, the Reserve 

Bank of India said in a presentation. The 
central bank was represented by Governor 
Shaktikanta Das and other deputy governors at 

the meeting with the Commission, whose 

Chairman is former bureaucrat N.K. Singh.  
“Specific factors drive fiscal slippages: these 
factors include UDAY in the past and farm loan 
waivers and income support schemes in 2018-19 

RE,” the RBI was cited as saying in the 

statement. “Outstanding debt as percentage of 

GDP has been rising despite moderation in 
interest payment as percentage of revenue 
receipts.” 
 
As a constitutional body, the Finance Commission is 
mandated to review revenue sharing among the 
federal and states. The Commission is typically formed 
every five years, and two years ahead of the period for 
which it sets rules for tax distribution. 
- By Mukesh Jagota and Ujjwal Narayan; 
Mukesh.Jagota@newsrise.org; 91-11-66767700 
- Edited By Debasis Basak 
- Send Feedback to feedback@NewsRise.org 

- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia raises 21.57 trillion rupiah 

from debt auction  

07-May-2019  
JAKARTA, May 7 (Reuters) -  
• Indonesia raised 21.57 trillion rupiah 

($1.51 billion) in a bond auction on Tuesday, 
way above the indicative target of 15 trillion 
rupiah, the financing and risk management 
office at the finance ministry said in a 

statement. 

• The weighted average yields of the 
bonds sold on Tuesday were higher than yields 
of comparable bonds at the previous auction on 
April 23. 
• Total incoming bids at Tuesday's auction 
were 32.96 trillion rupiah. 

 
($1 = 14,285.0000 rupiah) 
(Reporting by Tabita Diela; Editing by Sherry Jacob-
Phillips) 
(( tabita.diela@thomsonreuters.com ; 
+628561539032; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia will intervene in bond 

market in "sizeable amount" to defend 

rupiah  

09-May-2019  
JAKARTA, May 9 (Reuters) - Indonesia central 

bank will intervene in sovereign bond markets 
to defend the rupiah, its head of monetary 
management Nanang Hendarsah said, as 

rising trade tensions between the United 
States and China weigh on emerging market 
currencies. 

"Bank Indonesia is committed to maintain the 
stability of the rupiah, and will keep intervening 
in the bond market for sizeable amount," 

Hendarsah said. 
The rupiah opened at 14,295 per dollar on 

Thursday, slipped slightly from 14,290 at 
previous closing. 
 
(Reporting by Maikel Jefriando 
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Writing by Fransiska Nangoy; Editing by Kim Coghill) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Lebanon 

Lebanon dollar bonds fall as tensions 

flare over austerity budget proposal  

07-May-2019  
LONDON, May 7 (Reuters) - Lebanon's dollar-

denominated bonds fell across the curve on 
Tuesday amid tensions over plans for big 
spending cuts in a draft austerity budget by 
the heavily indebted state. 

The 2030 issue tumbled more than 1 cent in the 

dollar to their lowest level in a month, according 
to Tradeweb data. 
Prime Minister Saad al-Hariri said on Monday 
Lebanon was far from bankruptcy but warned 
that failure to pass a "realistic" budget to bring 
down the state deficit would be tantamount to a 
"suicide operation" against the economy. 

Central bank workers walked out on Monday 
over the budget proposals that would cut their 
benefits though decided to suspend their strike 
on Tuesday. 
 
(Reporting By Tom Arnold, editing by Karin 
Strohecker) 
(( Tom.Arnold@thomsonreuters.com ; 
+97144536265; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon parliament speaker says 

budget only way out of situation  

08-May-2019  
BEIRUT, May 8 (Reuters) - Lebanon's 

Parliament Speaker Nabih Berri said the 
country's 2019 state budget represents the 
only opportunity to get out of the current 
situation, al-Manar television reported on 
Wednesday.  

Berri said government approval of the draft 
budget, which is now being discussed by the 
cabinet, would create confidence even before its 
approval in parliament, al-Manar reported.  

Lebanon has one of the world's highest debt 
burdens and low economic growth and the 
finance minister has said the budget includes 
wide spending reductions.  
 
(Reporting By Angus McDowall and Tom Perry 
Editing by Gareth Jones) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 

Lebanon central bank postpones 

meeting to decide on strike  

10-May-2019  
BEIRUT, May 10 (Reuters) - Lebanese central 

bank staff said they had postponed a meeting 
on Friday to decide whether to resume or end 
a strike they began on Monday over state 
budget proposals that would cut their 
benefits, the head of the staff syndicate said. 

They suspended the strike on Tuesday but kept 
open the possibility of resuming the walkout on 
Friday if the government presses ahead with 
draft budget proposals that would cut their pay. 

"The strike is still suspended and will continue 
until it's decided on these clauses," said Abbas 
Awada without giving a time on when the next 

meeting will be. 
The central bank strike led to a suspension of 
trade on the Beirut Stock Exchange for a second 
day on Tuesday because the transaction 

clearance and settlement process could not be 
completed on time, but trading resumed on 
Wednesday. 
The Lebanese government is in talks over a 
new state budget which aims to bring down 
the deficit to less than 9% of gross domestic 
product in 2019 from 11.2% in 2018, the 
finance minister told Reuters. 

Lebanon has one of the heaviest public debt 

burdens in the world at some 150% of GDP. 

State finances are strained by a bloated public 
sector, high debt servicing costs and hefty 
subsidies spent on the power sector. 
The wide-ranging austerity proposals encompass 
all parts of the state including the military, which 

together with the central bank has been seen as 
a pillar of Lebanon's stability since the end of its 
1975-90 civil war. 
 
(Reporting by Amina Ismail; Editing by Hugh Lawson) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Maldives 

Fitch Affirms Maldives at 'B+'; Outlook 

Stable  

09-May-2019  

Fitch Ratings-Hong Kong-May 08: Fitch Ratings 

has affirmed the Maldives' Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B+' with a Stable Outlook. 

KEY RATING DRIVERS 
The 'B+' rating balances the Maldives' strong 
GDP growth, high government revenue 
generated by a prosperous tourism sector and 
some favourable structural indicators, such as 
per capita GDP, against a high government 

debt burden and low foreign-reserve buffers. 
The strong dependence on tourism leaves the 
country vulnerable to shocks that could 
undermine prospects for the industry. 
The Maldives' strong GDP growth outlook is 
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underpinned by a continued rise in the number 

of tourists, the construction of new resorts, and 

investment in some large public-sector 
infrastructure and housing projects. Fitch 
expects growth to decelerate from 7.6% in 
2018, an election year in which construction was 
particularly strong, but to remain high at 6.5% 
in 2019 and 6.0% in 2020. The budget indicates 

that government spending on foreign-financed 
public-sector projects will fall from 4.8% of GDP 
in 2018 to an average of 3.6% in the three 
years through 2021. The development of an 
additional runway and new terminal at the main 
international airport in particular should allow for 

a significant increase in the number of tourists in 
the coming years. A drop in tourism demand 
from an economic slowdown in Europe and 

China, the largest two markets with 49% and 
19% of visitors, respectively, in 2018, is a risk 
to the outlook, although other markets, in 
particular in Asia, could fill the void. 

Political tensions have eased significantly since 
the election of President Ibrahim Mohamed Solih 
in September 2018. A strong electoral mandate 
was confirmed when his Maldivian Democratic 
Party won a 74% majority in the parliamentary 
elections in April 2019. The government aims to 
improve governance and restore public 

confidence in law enforcement. Political risk was 
elevated in recent years, most recently 
illustrated by the state of emergency imposed 
between 5 February and 22 March 2018 in 

response to protests over the previous 
government's defiance of a Supreme Court order 

to release political prisoners. 
Fitch broadly expects a continuation of 
macroeconomic policy settings of the previous 
years, as central policy objectives remain to 
facilitate a thriving tourism sector and expand 
infrastructure and housing development. 
However, the new more left-leaning 
administration has some different priorities from 
the previous one, with a greater focus, for 

instance, on agricultural and SME development. 
It also aims for a more strategic and transparent 
approach to public-sector spending by better 
evaluating project feasibility and through the 

establishment of a multi-year national 
development master plan. 
Execution of several large projects at the same 

time in the past few years resulted in a rise in 
debt owed or guaranteed by the government. 
Fitch expects general government debt to 
remain broadly stable in the coming few years 
around the estimated level of 58.2% of GDP in 
2018. Our estimates of the debt ratio have 

dropped significantly from around 70% of 

GDP two years ago, after revisions of both the 

official GDP and debt data. However, 
government guarantees of the debt of state-
owned enterprises rose to 13.9% of GDP in 

December 2018, 7.7pp of which is to the 
Housing Development Corporation Ltd 
(B+/Stable), from 2.5% a year earlier. 

Enhanced transparency over the past year 
regarding the government's liabilities 
strengthens policy credibility and is evident from 

a number of new publications on the Ministry of 

Finance's website, particularly on its debt and 

guarantees. 
Fitch expects a reduction in the fiscal deficit to 
5.0% of GDP in 2019, above the government's 
target of 4.4%, from 5.5% in 2018. We expect 
revenues to fall somewhat short of the budget 
target, which assumes revenues will grow faster 

than nominal GDP, while the budget still 
indicates an increase in development 
expenditure to 9.8% of GDP in 2019 from 9.1% 
in 2018. 
The government faces high annual external 
refinancing needs, which represent a 
vulnerability to the rating, but in our view it 
should be able to finance its deficit without 

the issuance of a new US dollar bond, as we 
expect ongoing bilateral support from the 

official sector. India has pledged USD1.4 billion 
to the Maldives as relations improved after the 
new government took office, comprising USD200 
million in budget support (3.4% of GDP), 
USD800 million in concessional credit lines for 
socio-economic development programmes and 

USD400 million as a currency swap. The 
warming of relations with India does not 
necessarily imply that the government is cutting 
ties with other development partners, such as 
The Export-Import Bank of China (A+/Stable), 
which holds 40% of the Maldives' external 

government debt. 
The government is facing a peak in its external 

debt service of USD403 million in 2022. 
Refinancing risk for its two US dollar-
denominated bonds, with USD250 million 
maturing in 2022 and USD100 million in 2023, is 
mitigated to the extent the government is 

gradually saving part of its US dollar revenue in 
a sovereign development fund established 
specifically for the bond amortisation. The fund 
contained USD133 million in March 2019, which 
is not part of the Maldives Monetary Authority's 
(MMA) foreign-currency reserves. 
The level of gross foreign reserves was low at 

USD938.6 million at end-February 2019 (2.1 
months of current account payments), especially 
considering the MMA's peg of the Maldivian 

rufiyaa to the US dollar. Useable reserves, 
defined as gross reserves minus short-term 
foreign liabilities, are even lower, at USD295.3 

million. Strong investment implied a large 
widening of the current account deficit in recent 
years to 23.7% of GDP in 2018. The risks to 
external balances are mitigated by the tourism 
sector both earning and spending in US dollars. 
This implies that tourism-related outflows should 
also fall in the case of a sudden drop in tourism-

related inflows. Moreover, much of the flows are 
settled outside of the Maldives. 
Fitch considers the sovereign's exposure to 

banking-sector risk as relatively low. Private 

credit represents only 31% of GDP and the 
banking system is well-capitalised, with a 
reported Tier 1/risk-weighted asset ratio of 36% 

in 2016. Non-performing loans were high, at 
8.9% of total loans, but are on a declining trend 
from a peak of 21.0% in 2012. 
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The Maldives' success as a prime luxury tourist 

destination has generated relatively high GDP 

per capita of USD11,907 (B category median is 
USD3,489). Tourism accounts for 24% of GDP 
directly and much more if the indirect 
contribution is included. The high dependence on 
tourism implies the economy is vulnerable to 
sudden events that harm the perception of the 

Maldives as a safe and desirable destination. The 
Maldives scores slightly below peers on the 
World Bank's governance indicator at the 35th 
percentile (B median 38th), but this is likely to 
improve in the next few years if the government 
is successful in reducing corruption. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns the Maldives a 

score equivalent to a rating of 'BB-' on the Long-
Term Foreign-Currency (LT FC) IDR scale. Fitch's 
sovereign rating committee adjusted the output 
from the SRM to arrive at the final LT FC IDR by 

applying its QO, relative to rated peers, as 
follows: 
• External Finances: -1 notch to reflect low 
reserve coverage in combination with high 
dependence on one sector - tourism - and an 
accumulation of external debt from the 
execution of large infrastructure projects. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 

score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could lead to positive 
rating action are: 

• Strengthening of external buffers 
through accumulation of foreign-exchange 
reserves. 
• A reduction in debt owed or guaranteed 
by the general government, leading to improved 

public-debt dynamics. 
The main factors that could lead to negative 

rating action are: 
• Balance-of-payment pressures, for 
instance, a fall in foreign-exchange reserves or a 
higher-than-Fitch-expected increase in external 
debt. 
• A significant rise in general government 

debt or government guarantees to state-owned 
enterprises. 
KEY ASSUMPTIONS 
• The world economy performs broadly in 
line with Fitch's latest Global Economic Outlook 
(March 2019). 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 
'B+'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'B+'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 

Short-Term Local-Currency IDR affirmed at 'B' 

Country Ceiling affirmed at 'BB-' 

Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B+' 
 
Media Relations: Yee Man Ko, Hong Kong, Tel: +852 
2263 9953, Email: alanis.ko@thefitchgroup.com; Wai-
Lun Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Pakistan 

Pakistan's offshore bonds steady after 

central bank head replaced  

06-May-2019  
SINGAPORE, May 6 (IFR) - Pakistan's offshore 

bonds were steady after the country replaced 
its central bank governor over the weekend. 

The sovereign's 8.25% dollar bonds due April 
2024 were quoted unchanged at a yield of 6.2%, 
and its 6.875% bonds due December 2027 were 
seen at 6.9%, according to Refinitiv data. 

Reza Baqir, a former economist at the 
International Monetary Fund, was appointed for 
a three-year term as governor, replacing Tariq 
Bajwa. 
Pakistan is currently in talks with the IMF to 

address its deteriorating finances, having 
completed its last programme with the fund in 

2016. 
 
(Reporting by Daniel Stanton; Editing by Vincent 
Baby) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Philippines 

Philippines mandates BOC for 

Rmb2.5bn Panda bond  

08-May-2019  
BEIJING/SINGAPORE, May 8 (IFR) - The 

Republic of the Philippines has mandated 
Bank of China to arrange its second offering of 
Panda bonds in China's domestic market. 

The sovereign is planning to issue Rmb2.5bn 
(US$369m) of three-year bonds to both onshore 
and offshore institutional investors. 
The issuer has expected ratings of AAA from 
China Lianhe Credit Rating, Baa2 from Moody’s, 

BBB+ from S&P and BBB from Fitch. 
Books are due to open next week. 
The Philippines made its debut in the Panda 

bond market in March last year, raising 
Rmb1.46bn in a three-year note at 5%. 
 
(Reporting by Yanfei Wang and Daniel Stanton; Editing 

by Steve Garton) 
(( Yanfei.Wang@thomsonreuters.com ;)) 
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(c) Copyright Thomson Reuters 2019.  
 
 

Philippines begins book-building for 8-

year euro bond issue  

09-May-2019  
MANILA, May 9 (Reuters) - The Philippines has 

begun marketing a euro-denominated eight-
year bond, National Treasurer Rosalia de Leon 
said on Thursday, confirming an initial price 
guidance at the "mid-swaps plus 90 to 100 
basis points area", as reported by Refinitiv 
IFR. 

The Southeast Asian nation is looking at a 
"benchmark" issue, she said, which typically 
involves raising at least $500 million.  

The book-building exercise comes just days after 

Standard & Poor's raised the Philippines' credit 
rating to BBB+, from BBB, with a stable outlook, 
the highest the Philippines has achieved. 
Deutsche Bank and UBS have been hired as joint 
global coordinators. They are also joint 
bookrunners with BNP Paribas, Credit Suisse and 

Standard Chartered. 
The planned issue is the first the Philippines is 
doing in euros since 1999, when it did a 250 
million euros ($280 million at present) 5.5-
year issue that paid 425 basis points over 
bunds, according to Refinitive IFR. 

The Philippines, one of Asia's most active 
sovereign bond issuers, is raising funds to help 
finance its 3.7 trillion pesos ($70.90 billion) 

budget this year. 
The fund-raising programme includes 6 billion 
yuan ($879.4 million) from a planned second 
offering of panda bonds in China. 
 
($1 = 52.1830 Philippine pesos) 
($1 = 6.8228 Chinese yuan) 
(Reporting by Enrico dela Cruz; Editing by Richard 
Borsuk) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019.  
 
 

Philippines raises $842 mln from euro 

bonds sale  

10-May-2019  

MANILA, May 10 (Reuters) - The Philippine 

government raised 750 million euros ($842.33 
million) in eight-year euro-denominated 
bonds in an offering that was six times 
oversubscribed, a senior finance official said 
on Friday. 

The euro bonds issue, which was the country's 
first in 13 years, had a coupon of 0.875 percent 
and offers 70 bps over benchmark, National 

Treasurer Rosalia De Leon said. 
The offer attracted strong demand even after 

the Philippines, one of Asia's most active 
sovereign bond issuers, posted a weaker-than-
expected growth in the first quarter, De Leon 
said. 
Weak exports and farm output and a delay in 

the approval of this year's budget slowed the 

Philippine economy's annual growth to 5.6 

percent in the March quarter, much weaker than 

the economists' 6.1 percent forecast and the 
previous quarter's 6.3 percent. 
The government raised more than the original 
target of 500 mln euros after orders reached 
almost 3 billion euros, De Leon added. 
Manila is diversifying its funding sources, she 

said. 
It is also in the process of arranging its second 
offering of Panda bonds in China's domestic 
market and is keen to issue more yen-
denominated "samurai" bonds. 
Books for its planned 2.5 billion yuan ($367.04 

million) issue of three-year Panda bonds are due 
to open next week, according to capital markets 
publication Refinitiv IFR. 

The Philippines is raising funds to help finance 
its 3.7 trillion pesos ($70.92 billion) budget this 
year. 
Credit rating agency Standard & Poor's raised its 

long-term sovereign credit rating on the 
Philippines to BBB+ from BBB last month to 
reflect the country's strong economic growth 
trajectory. 
 
($1 = 0.8904 euros) 
($1 = 6.8113 Chinese yuan) 
($1 = 52.1750 Philippine pesos) 
(Reporting by Karen Lema, Editing by Sherry Jacob-
Phillips) 
(( karen.lema@thomsonreuters.com ; +632 841-
8938; Reuters Messaging: 
karen.lema.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Saudi Arabia 

Saudi Arabia's STC raises $1.25bn from 

sale of Islamic bonds  

06-May-2019  
Saudi Telecom Company raised $1.25 billion 
(Dh4.6bn) through the sale Sharia-compliant 
bonds, as the biggest telecommunications 
operator in the kingdom by market value 
looks to diversify its finances and invest in 
growth plans. 

The 10-year Islamic bonds pay 3.89 per cent 

annual return. The US dollar-denominated sukuk 
sale is the first issuance of a $5 billion debt 
programme set up earlier this year, the 
company said in a bourse filing to Tadawul stock 
exchange, where its shares are traded. 
The certificates may be subject to early 
redemption at the discretion of STC Sukuk 

Company, the telecoms operator said, without 
providing further details of the transaction. 
HSBC, JP Morgan Securities, Standard 
Chartered, Samba Capital & Investment 
Management, First Abu Dhabi Bank and KFH 

Capital Investment advised STC on the sukuk 
sale. 

A number of sovereigns, government-related 
entities, financial institutions and private 
companies from across the region have tapped 
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the debt capital markets this year following the 

US Federal Reserves dovish stance on interest 

rate hikes. Saudi Aramco, the biggest oil 
producing company in the world, received more 
than $100bn of bids in order book for its $12bn 
debut international bond offering. 
Potential fundraising by STC will help shore up 
the companys finances and build an international 

presence in debt capital markets through the 
programme, enhancing the company's financial 
standing in the investor community, the 
company said in a March statement. 
The aim of the sukuk programme is to support 
the execution of the companys strategy and 

future plans, it said at the time. It will help the 
company to diversify the sources of funding and 
benefit from the features of the international 

debt capital market in terms of liquidity, 
competitive pricing and diversification of 
investors base. 
 
© 2019 Global Data Point. All Rights Reserved. 
Provided by SyndiGate Media Inc.( Syndigate.info ). 
Copyright (c) 2019 SyndiGate. All Rights Reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Singapore 

Singapore's central bank to increase 

monetary policy transparency  

08-May-2019  
SINGAPORE, May 8 (Reuters) - Singapore's 

central bank said on Wednesday it will 
disclose more information on the actions it 
takes to implement monetary policy, including 
releasing data on foreign exchange 
intervention every six months. 

The Monetary Authority of Singapore, in a 
statement, also said it will be transferring S$45 
billion ($33 billion) in foreign exchange reserves 
to the government for longer-term investments. 
 
($1 = 1.3623 Singapore dollars) 
(Reporting by Aradhana Aravindan; Writing by Joe 
Brock; Editing by Richard Borsuk) 
(( joe.brock@thomsonreuters.com ; +6564035657; 
Reuters Messaging: 
joe.brock.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Vietnam 

Fitch Revises Vietnam's Outlook to 

Positive; Affirms at 'BB'  

09-May-2019  
Fitch Ratings-Hong Kong-May 09: Fitch Ratings 

has affirmed Vietnam's Long-Term Foreign-
Currency Issuer Default Rating (IDR) at 'BB' 
and revised the Outlook to Positive. 

KEY RATING DRIVERS 
The revision of Vietnam's Outlook to Positive 
from Stable reflects an improving track record 

of economic management, which is evident in 

strengthening external buffers from 
persistent current account surpluses, falling 

government debt levels, high economic 
growth rates and stable inflation. 

The authorities' continued commitment to 
containing debt levels led to a decline in general 
government debt to 50.5% of GDP in 2018 from 
a peak of 53% in 2016, and Fitch expects this 
ratio to decline further to around 46% by 2020. 

Vietnam's public debt (general government debt 
including guarantees) has also been declining, to 
around 58% of GDP by end-2018 after being 
close to the ceiling of 65% at end-2016. The 
decline has been facilitated by a reduction in 
outstanding government guarantees to around 
8% of GDP by end-2018 from 9.1% at end-

2017. The reduction has also been aided by 

stable receipts from privatisation of state-owned 
enterprises (known in Vietnam as equitization), 
high nominal GDP growth and lower fiscal 
deficits. The overall pace of equitization has 
slowed, but the process has nevertheless 
continued to advance, with 28 state-owned 

enterprises being equitized compared with 69 in 
2017. 
Fitch's debt and deficit estimates, which are 
more closely aligned with the Government 
Finance Statistics (GFS) standard of 
accounting, put the budget deficit at 3.6% of 
GDP in 2020, compared with the authorities' 
target of 3.5% of GDP by 2020 under their 
2016-2020 medium-term budget plan. 

The authorities are maintaining their policy focus 
on macroeconomic stability. GDP growth 
improved to 7.1% in 2018 from 6.8% in 2017 
while inflation remained stable at 3.5%, within 
the National Assembly's target of below 4%. 
Growth remained supported by strong foreign 
direct investment (FDI) into the manufacturing 

sector as well as expansion in the services and 
agriculture sectors. 
We expect growth to slow in 2019 to around 
6.7%, still within the National Assembly's target 
of between 6.6% and 6.8%. Growth in Vietnam, 
which has a high degree of trade openness, is 
likely to be affected by slowing global growth 

and US-China trade tensions, which will weigh 

on regional trade flows and sentiment. Vietnam 
would nevertheless remain among the fastest-
growing economies in the Asia-Pacific and in the 
'BB' rating category globally. 
The 'BB' IDR also reflects the following key 
rating drivers: 

Despite the stated shift to flexibility in January 
2016, the exchange rate remained broadly 
stable in 2018. The State Bank of Vietnam (SBV) 
intervened in currency markets as the dollar 
strengthened and investor sentiment towards 
emerging markets became less favourable. This 

led to a temporary drawdown of foreign-
exchange reserves. Nevertheless, overall 
reserve level in 2018 rose by the end of the year 

and as per Fitch estimates was equivalent to 
around 2.6 months of current external payments 
(CXP). We expect modest further reserve 
accumulation in 2019-2020, but reserve 

coverage of CXP to remain below the historic 
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peer median of 4.3 months. 

Importantly, Vietnam's external liquidity ratio 

(foreign-exchange reserves relative to external 
debt service obligations due in the coming year) 
remains well above the current and historic 
medians for the 'BB' sovereign rating category, 
in part reflecting modest debt repayments 
associated with the concessional nature of its 

outstanding debt. However, with Vietnam's 
recent graduation from eligibility for loans from 
the International Development Association, its 
funding costs are likely to increase over time. 
Structural weaknesses in the banking sector 
continue to weigh on the sovereign rating. The 

banking system's non-performing loans remain 
under-reported and true asset quality is likely to 
be weaker, although Fitch expects the under-

reporting to be addressed over the long term. 
Recapitalisation needs of the banking sector 
remain a risk for the sovereign and sustained 
rapid credit growth poses a risk to financial 

stability. Private sector credit-to-GDP amounted 
to around 133% at end-2018. 
Large FDI flows into the export-oriented 
manufacturing sector remain a key growth 
driver. Registered capital in the manufacturing 
sector increased to USD16.6 billion at end-2018 
from USD15.9 billion in 2017. We expect 

Vietnam to remain an attractive destination 
for foreign investors given its low cost 

advantage. Further, there is anecdotal evidence 
to suggest that US-China trade tensions may, 

over time, accelerate trade diversion and 
production shifts to Vietnam's benefit. 
Contingent liability risks from legacy issues at 

large state-owned enterprises remain a 
weakness for Vietnam's broader public finances, 
although government debt and guarantees have 
fallen over time. Government guarantees issued 
to state-owned enterprises and potential 
banking sector recapitalisation costs also weigh 
on Vietnam's public finances. 

Vietnam's per capita income and human 
development indicators are weaker than the 
peer medians. According to Fitch estimates, per 
capita income was USD2,512 at end-2018, 

against the current 'BB' median of USD6,188. 
Further, it fell in the 38th percentile on the UN 
Human Development Index compared with the 

current 'BB' median of the 58th percentile. The 
country's ranking on the composite governance 
metric is at the 41st percentile, still below the 
peer medians. On the Ease of Doing Business 
Index, however, Vietnam ranks in the 64th 
percentile, above the current 'BB' median of 

60th percentile. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Vietnam a score 
equivalent to a rating of 'BBB-' on the Long-
Term Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
• Structural Factors: -1 notch to reflect 

risks to macroeconomic stability, including rapid 

credit growth and unresolved legacy issues in 

the banking sector. 
• Public Finances: -1 notch to reflect 
relatively high contingent liability risks stemming 
from government guarantees for state-owned 
enterprises and potential banking sector 
recapitalisation costs. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 

not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, lead to an upgrade are: 

• An improvement in public finances, 
which will be reflected in a decline in the general 
government debt ratio or contingent liabilities. 
• A material reduction in risks posed to the 
sovereign balance sheet from weaknesses in the 
banking sector. 
• Continued commitment to 

macroeconomic stability and a further build-up 
of external buffers. 
The main factors that, individually or 
collectively, could trigger negative rating action 

are: 
• A shift in the macroeconomic policy mix 

that results in macroeconomic instability or an 
increase in macroeconomic imbalances 
• Depletion of foreign-exchange reserves 
on a scale sufficient to destabilise the economy 
or deter foreign investment. 
• Crystallisation of contingent liabilities on 
the sovereign's balance sheet. 

KEY ASSUMPTIONS 
• Global economic assumptions are 
consistent with Fitch's latest Global Economic 
Outlook. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 
'BB'; Outlook Revised to Positive from Stable 

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

foreign-currency bonds affirmed at 'BB' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'BB' 
 
Media Relations: Yee Man Ko, Hong Kong, Tel: +852 
2263 9953, Email: alanis.ko@thefitchgroup.com; Wai-
Lun Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
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EUROPE 

 

Albania 

IMF tells Albania to boost revenue, 

improve debt management  

06-May-2019  
By Benet Koleka 

TIRANA, May 6 (Reuters) - An International 

Monetary Fund team urged Albania on Monday 
to strengthen its revenue base, improve debt 
management by issuing short-term bills and 
make sure its new investment vehicle does 
not pose risks to its budget. 

The IMF team, which reviews Albania's finances 

twice a year, said it had urged "the authorities 
to use the favourable economic environment to 

improve the fiscal position by strengthening the 
revenue base". 
"We recommend strengthening the tax system 
by reversing measures that fragment and 
weaken the tax base and by levelling the playing 
field for businesses," the IMF team said. 
It added "a front-loaded fiscal adjustment to 

bring the primary surplus to 1.5 percent of GDP 
by 2021 should help build fiscal buffers, and 
ensure faster convergence of debt towards the 
45 percent objective" required by the country's 
budget law. 
Public debt remained high at 69.9 percent of 
GDP at the end of 2018, and the IMF said it 

was projected to decline to 66.3 percent by 
the end of this year. 

"This adjustment should be achieved through 
higher revenues because Albania's large 
infrastructure and human development needs 
argue against expenditure cuts," the IMF added. 
Finance Minister Anila Denaj said tax revenue in 
the first four months of 2019 was "generally 

satisfactory", citing a 17 percent increase in 
revenue from corporate income tax. Albania 
collected 108 billion leke ($983 million) in 
revenue in the first quarter, slightly short of its 
target. 

The IMF said NATO member and European Union 
candidate Albania should improve its debt 

management by re-issuing three-and six-month 
T-bills after the government made progress in 
lengthening the maturity of its public debt. 
"These instruments are necessary for cost-
efficient cash flow management by the treasury 
as well as commercial banks, for the 

development of secondary and hedging 
markets...and for facilitating the Central Bank's 
liquidity management," it added. 
The IMF "strongly advised" the state-owned 
Albania Investment Corporation (AIC) to avoid 
risks to the budget and the integrity of public 
investments. 

"Instead, the framework should ensure that the 
AIC will operate on a commercial basis and at 
arm’s length of government," the IMF said, 
adding it should be subject to the procurement 
law. 

The IMF estimated that Albania's gross domestic 

product growth would slow down to 3.5 percent 

in 2019 from around 4 percent in 2018 and 
remain close to 4 percent over the medium-
term. 
 
($1 = 0.8925 euros) 
($1 = 109.8400 leke) 
(Reporting by Benet Koleka; Editing by Hugh Lawson) 
(( benet.koleka@thomsonreuters.com ; +355 44 50 48 
78 ; Reuters Messaging: 
Benet.Koleka.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Albania sells 11 bln leks (88.4 mln 

euro) of 6-mo, 1-yr T-bills  

08-May-2019  
TIRANA (Albania), May 8 (SeeNews) – Albania's 

finance ministry said it has sold six-month 
and one-year Treasury bills worth a total of 
11.05 billion leks ($98.9 million/88.4 million 
euro) at an auction on May 7, in line with 
plan. 

The average yield on the six-month Treasury 
bills edged up to 0.96%, from 0.85% at the last 
auction held on April 2, the finance ministry said 
in a statement on Tuesday. 

The average yield on the one-year Treasury bills 
increased to 1.20% from 1.12% at the last 
auction held on April 23. 
 
(1 euro = 122.462 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Hungary 

Hungary posts HUF 102.9 bln budget 

surplus in April   

09-May-2019  
BUDAPEST, May 9 (Reuters) - Hungary posted a 

102.9 billion forint ($356.28 million) budget 
surplus in April due to higher tax revenues, 
the Finance Ministry said in an emailed 
statement on Thursday. 

The surplus slashed the January-April deficit to 
39 billion forints, the ministry said. It said a full-
year deficit target worth 1.8 percent of gross 

domestic product remained achievable. 
Revenues from value-added, personal income, 
excise and payroll taxes were significantly higher 
than a year ago, the ministry said. 
It said Hungary spent 489.3 billion forints on 
pre-financing of European Union development 
projects, while reimbursements totalled 305.9 

billion forints in the first four months. 
 
($1 = 288.82 forints) 
(Reporting by Gergely Szakacs and Sandor Peto) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3606 ; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019. 
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North Macedonia 

North  Macedonia to sell 3 bln denars 

(48.4 mln euro) of govt paper on May 

14  

09-May-2019  
SKOPJE (North Macedonia), May 9 (SeeNews) - 
North Macedonia's finance ministry will offer 
three issues of government securities worth a 
total of 3 billion denars ($54.2 million/48.4 
million euro) at an auction on May 14, 

according to notices published by the 
country's central bank. 

The offer comprises 1.5 billion denars worth of 
one-year T-bills, 500 million denars of five-year 

Treasury notes and 1.0 billion denars of 15-year 
Treasury bonds. 
The central bank will sell the government 
securities on behalf of the finance ministry 

through a volume tender, in which the price and 
coupon are set in advance and primary dealers 
bid only with amounts. 
 
(1 euro= 61.08 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland has 72% of 2019 gross 

borrowing needs financed after auction  

09-May-2019  

2019-05-09 
Poland had financed 72% of its 2019 
borrowing needs following its Thursday 
auction, the Finance Ministry said in a 
statement. 

"After today's switching auction, the level of 
financing of this year's gross borrowing needs 
comes to 72%," the ministry said in a note to 

PAP. 
Poland sold PLN 4.07 bln in its full swath of 

benchmark paper at the Thursday switching 
auction and scooped PLN 3.98 bln worth of T-
bonds maturing throughout April 2020, the 
Finance Ministry said in a statement following 
the auction. 

 
pat/ maf 
Copyright (c) 2009 PAP - POLSKA AGENCJA PRASOWA 
SA 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania sells 423 mln euros of euro-

denominated bonds  

08-May-2019  
BUCHAREST, May 8 (Reuters) - Romania's 

finance ministry sold 194 million euros 

($217.2 million) of December 2023 bonds at 
an average yield of 0.84 percent and a 

separate 229.2 million of February 2021 paper 
at 0.21 percent yield on Wednesday, central 
bank data showed. 

Debt managers, who had planned to sell 100 
million euros, last issued 2023 euro-
denominated bonds in January, at an average 
accepted yield of 0.97 percent. On Wednesday, 
bids totalled 356.2 million euros. 

The 2021 paper was also oversubscribed with 
bids amounting to 409.2 million euros. The 
ministry last issued the paper in July 2018 at an 
average annual yield of 0.33 percent. 
So far this year, Romania has sold roughly 13.7 
billion lei and 507 million euros on the local 
market. It also tapped foreign markets in March 

for 3 billion euros worth of 2026, 2034 and 2049 
Eurobonds.  
 
($1 = 0.8933 euros) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
04 93; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romania's Q1 trade deficit rises 33.8 

pct y/y  

10-May-2019  
BUCHAREST, May 10 (Reuters) - Romania's 

foreign trade deficit widened by about 34 
percent on the year in January-March to 3.645 

billion euros ($4.09 billion), the National 
Statistics Board said on Friday. 

The shortfall in March was 1.232 billion euros 
against 1.152 billion euro gap a month before.  
The statistics board said January-March CIF 
(cost/insurance/freight) imports were 21.2 
billion euros, up 7.4 percent on the year, while 
exports were 17.5 billion euros, up 3.2 percent. 

 
($1 = 0.8908 euros) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
04 93; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russian Eurobonds post losses on 

Tuesday on possible break-down in 

U.S.-China trade deal  

07-May-2019  

MOSCOW. May 7 (Interfax) - Prices for most 

Russian Eurobonds were down moderately on 
Tuesday, as investor interest in emerging 
market assets subsided amid possible risks of 
a breakdown in a U.S.-China trade deal, while 
US Treasuries were stable, resulting in a 
slight widening of the spread between the two 
benchmark issues. 

Russia's benchmark 2030 bonds were virtually 
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unchanged from previous closing by 6:15 p.m. 

Moscow time at 111.25% with yield at 3.77% 

per annum. Three-year US Treasuries were up 
only 2 bps from previous closing at 99.43%, 
with yield down 1 bp at 2.23%. Spread between 
Russia-30 and UST3 widened 1 bp to 154 bps. 
Russia's 2043 bond was down 2 bps at 113.77% 
yielding 4.9%, virtually unchanged from 

previous closing; the 2042 bond was down 10 
bps at 110.66%, yielding 4.85%, up 1 bps; the 
2026 bond was down 3 bps at 103.48% with 
yield up 1 bps to 4.18%; and the 2023 bond was 
unchanged in price at 105.43% yielding 3.52%. 
The new 2047 bond was down 14 bps to 

102.69% with yield up 1 bps to 5.07%; and the 
new 10-year bond maturing in 2027 was 
unchanged at 100.2%, with yield at 4.22%. 

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

Serbia 

Fitch Affirms Serbia at 'BB'; Outlook 

Stable  

03-May-2019 22:03:03  

Fitch Ratings-London-May 03: Fitch Ratings has 

affirmed Serbia's Long-Term Foreign- and 
Local-Currency Issuer Default Ratings (IDR) 
at 'BB'. The Outlook is Stable. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Serbia's 'BB' rating reflects governance and 

human development indicators that compare 
favourably with the peer group medians, and 
the IMF Policy-Coordination Instrument (PCI) 
provides a near-term policy anchor for further 
strengthening of macroeconomic 
fundamentals and reduction in public debt. 

Set against these factors are Serbia's lower GDP 
growth potential, higher public debt, greater 

share of foreign-currency denominated debt, 
and higher net external debt relative to the peer 

medians. The current account deficit, at 5.2% of 
GDP, is also wider than the 'BB' median of 2.3% 
(partly reflecting a low savings rate of 13.2% of 
GDP) although it has been fully covered by 
strong FDI flows in recent years. 
Fitch forecasts a moderation in GDP growth this 

year to 3.1%, from 4.3% in 2018 due to a 
slowdown in key trading partners, and the 
absence of one-off factors that contributed to 
last year's rebound in activity. Domestic 
demand, including strong investment growth, 
remains the driver, supported by employment 
growth (up 2.4% yoy in March), higher wage 

growth (partly due to this year's 8.6% minimum 
wage hike), strong FDI flows, more favourable 
credit conditions, and a slight fiscal loosening. 
Weaker external demand will weigh on growth, 
notably from Germany and Italy, Serbia's two 

largest export markets. We forecast GDP growth 

of 3.0% in 2020, as softer employment growth 

is compensated by some recovery in external 
demand. GDP growth has averaged 2.0% over 
the last five years, compared with the 'BB' 
median of 4.2%, and unfavourable 
demographics and weak total factor productivity 
growth contribute to Serbia's lower growth 

potential. 
There has been a consolidation of the improved 
macroeconomic performance of recent years, 
underpinned by the IMF PCI (in place since July 
2018 and which followed the 2015-2018 IMF 
Standby Arrangement). Inflation expectations 

remain well anchored and the main policy rate 
has been unchanged at 3.0% since April last 
year. HICP inflation edged up to an average 

2.4% in 1Q19, from 2.0% in 4Q18, and we 
forecast a moderate rise to the National Bank of 
Serbia (NBS) central inflation target of 3.0% 
towards end-2020. The RSD/EUR exchange rate 

has largely been flat this year, as it was in 2018. 
Net FX purchase by the NBS have been around 
EUR0.1 billion this year, compared with the 
EUR1.6 billion last year that helped stem 
appreciation pressures (from higher portfolio 
inflows and the improved macroeconomic 
environment). 
Fitch forecasts a 0.4pp worsening of the 
general government balance in each of the 
next two years, to 0.2% of GDP in 2019 and -

0.2% in 2020. This is within the government's 

fiscal target of -0.5% of GDP for both years, and 
compares favourably with the 'BB' current 
median of a 2.7% deficit. The moderate fiscal 
loosening is driven by somewhat greater 

expenditure on capital investment, wage and 
pensions, and a reduction in employer social 
security contributions. It follows a large fiscal 
consolidation effort since 2014, when the 
general government deficit was 6.2% of GDP 
(including a reduction in spending on wages and 

pensions of 3.5% of GDP and in debt interest 
costs of 0.7%). There is less certainty about 
fiscal policy beyond 2020 when the IMF PCI 
expires, but we consider the risk of a more 

marked loosening is mitigated by the relatively 
high political priority the government continues 
to attach to fiscal discipline. 
General government debt is on a downward 
path, which we forecast at 48.8% in 2020 
from 54.5% in 2018 (and a peak of 71.2% in 
2015) but this still compares unfavourably 

with the projected 'BB' median of 43.7%. We 
do not incorporate any stock-flow adjustments, 
for example proceeds from the privatisations 
planned under the IMF programme. Under our 

longer-term debt projections, which assume 
average GDP growth of 2.8% from 2019-2028 
and a slightly reduced primary surplus averaging 
1.1% of GDP, general government debt declines 

steadily to 40.0% in 2028. Serbia's debt 
structure is more exposed to foreign-currency 
risk than peers; the FX-denominated share in 

total debt fell to 73.8% last year from 77.0% at 
end-2017, but remains above the current 'BB' 
median of 60.0%. 
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Fitch expects the current account deficit to 

widen by 0.3pp in 2019 to 5.5% of GDP due to 

lower export volume growth, consumption 
recovery and robust investment growth lifting 
imports, and a higher net primary income 
deficit. We forecast the deficit to narrow to 5.0% 
in 2020 as external demand recovers. Net FDI 
reached 7.5% of GDP in 2018 (having increased 

by around 1pp in each of the previous two 
years), and we expect it to reduce to an average 
5.2% of GDP in 2019-2020, still covering the 
current account deficit. Risks are also mitigated 
by the high capital and export-orientated 
content of imports. Fitch forecasts a small 

reduction in international reserves to 4.3 months 
of current external payments, from 4.5 in 2018 
(similar to the current 'BB' median of 4.2) and 

for net external debt/GDP to increase by 3.9pp 
in 2018-2020 to 26.4% (above the current peer 
median of 19.1% of GDP). 
Serbia's structural reform has been much 
slower than the macroeconomic adjustment of 

recent years. The IMF PCI provides some 
momentum, with its focus on structural 
measures particularly in areas of governance. 
Earlier progress had been made in lowering 
contingent liabilities from state-owned 
enterprises, including last year's privatisation of 
the RTB Bor Copper Mine, and annual budget 

subsidies to SOEs fell to 1.1% of GDP in 2018 
from 2.2% in 2016. Reforms to reduce 
inefficiencies in the public sector wage system 

have been postponed to next year, while other 
areas targeted include improving weak corporate 
governance in public entities and furthering tax 

administration efforts. Substantial structural 

reform progress represents an upside risk to 
Serbia's medium-term GDP growth potential. 
Fitch anticipates broad continuity in policy and 
governance. There have been widespread 
political protests against the government since 
last December centred on issues of rule of law 
and media freedom, but in our view, opposition 

parties remain fragmented and President Vucic 
is well placed to continue in power. On the issue 
of EU membership, the government continues to 
work towards the target accession date of 2025 

but progress has slowed, with the chapters on 
rule of law and Kosovo the most problematic. 
Relations with Kosovo are severely strained, 

with 100% tariffs on Serbian exports still in 
place and little sign of a compromise on a 
potential land swap agreement. 
Serbia's banking sector remains well-capitalised 
(Tier 1 capital ratio of 22.3%) and there was 
some further reduction in the NPL ratio to 5.7% 

in 4Q18, from 7.8% six months earlier (and 
21.6% in 2015). Lending growth is strong, at 
12.2% yoy in December, particularly consumer 
lending. Progress in addressing weaknesses in 
state-owned banks (which account for 16% of 

total banking sector assets) remains mixed, and 
includes the planned privatisation of 

Komercijalna Banka, Serbia's third-largest bank, 
targeted for later this year. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Serbia a score 

equivalent to a rating of 'BB+' on the Long-Term 

FC IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
-Macroeconomics: -1 notch, to reflect relatively 

weak medium-term growth potential due to 
structural rigidities, including adverse 
demographics, the large and inefficient public 
sector, relatively high unemployment, a large 
informal economy, low savings rate, and aspects 
of the business environment and administrative 

capacity that hinder productivity. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

variables based on three year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The following factors may, individually or 
collectively, result in positive rating action: 

-An improvement in medium-term growth 
prospects without creating macro-economic 
imbalances, for example due to structural reform 
progress. 

-Further reduction in the government debt-to-
GDP ratio. 

-Greater confidence that recent improvements in 
macroeconomic stability, including reduced 
external vulnerabilities, will be sustained. 
The following factors may, individually or 
collectively, result in negative rating action: 
• Rising government debt/GDP, for 
example due to a significant fiscal loosening 

and/or weaker GDP growth. 
-A recurrence of exchange rate pressures 
leading to a fall in reserves and a sharp rise in 
debt levels and interest burden. 
-Worsening of external imbalances leading to 

increased external liabilities. 
KEY ASSUMPTIONS 

-Global macroeconomic developments are in line 
with Fitch's Global Economic Outlook (March 
2019). 
-Fitch assumes that EU accession talks will 
remain an important policy anchor. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 
'BB'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'BB'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'BB+' 

Issue ratings on long-term senior unsecured 
debt affirmed at 'BB' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
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Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved.  
 
 

Serbia's central govt debt drops to 

50.9% of GDP at end-March  

06-May-2019  
BELGRADE (Serbia), May 6 (SeeNews) - 
Serbia's central government debt totalled 
23.4 billion euro ($222 million/ 198 million 
euro) at the end of March, the finance 
ministry said on Monday. 

The debt was equivalent to 50.9% of the 
projected 2019 gross domestic product (GDP), 
down from 53.8% at the end of 2018, when the 
central government debt amounted to 23 billion 

euro, data posted on the finance ministry's 
website showed. 
 
(1 euro = 117.972 Serbian dinars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Serbia signs three loan deals worth 

$142 mln with World Bank  

07-May-2019  
BELGRADE (Serbia), May 7 (SeeNews) - Serbia 

signed three loan agreements with the World 
Bank worth a total of $142 million on Tuesday 
to finance projects that aim to support 
structural reforms and help make the 

economy more competitive, finance minister 
Sinisa Mali said. 

"The amount is big but the conditions are very 
favourable," Mali told a news conference at the 
signing ceremony in Belgrade, according to a 
video file posted on the website of Tanjug news 
agency. 
The financing is divided in three parts, 

supporting respectively tax reform, e-
government and cross-border cooperation, Mali 
said without elaborating on the terms of the 
loans. 
The reform of the Serbian tax administration has 

been underway and will be completed within the 

coming month and a half, he added. It aims to 
completely automate the work of the tax 
administration. 
In addition, part of the World Bank financing will 
help implement a system and software solutions 
that will enable the reimbursement of value 
added tax on the same day, not within 45 days 

or longer as is the case now, Mali said, noting 
that this has been a key demand of Serbian 
businesses. According to Mali, the system should 
start operating by 2021. 
The second loan will be used to support cross-
border cooperation and trade by complete 
automation of the work of customs offices, which 

will increase the transparency and speed of 
movement of people and goods in the region. 
The third loan, worth some $50 million, will be 
used to finance measures supporting e-
government, aiming to make available online as 

many administrative services as possible, 

reducing paperwork and waiting time. 

 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovakia 

New Slovak finance minister aims to 

keep budgets balanced  

07-May-2019  
PRAGUE, May 7 (Reuters) - Slovakia's new 

Finance Minister Ladislav Kamenicky will 
strive to keep the 2019 budget balanced and 

present a balanced budget plan for 2020, he 
said on Tuesday after being appointed. 

The euro zone member's government last month 
approved a fiscal outlook that sees the deficit at 
zero in 2020, 2021 and 2022, after balancing 
the budget for the first time ever this year. It 
had previously seen small surpluses in the 

coming years. 
 
(Reporting by Jan Lopatka 
Editing by Jason Hovet) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey dollar bonds slump, CDS surge 

as lira weakens  

09-May-2019  
LONDON, May 9 (Reuters) - Turkey dollar 

bonds fell across the curve on Thursday and 

the cost of insuring exposure to the country's 
sovereign debt rose as anxiety weighed about 
a re-run of Istanbul's mayoral election and 
tensions surrounding U.S.-China trade talks. 
Turkey's 2026 dollar-denominated issue fell 1.6 
cents in the dollar, according to Refinitiv data.  

Meanwhile five-year credit default swaps jumped 
11 basis points (bps) from Wednesday's close to 

483 bps, similar levels to the run up to local 
elections at the end of March, according to IHS 
Markit. 
Turkey's currency fell beyond 6.24 against the 
dollar on Thursday, reaching its lowest level in 
eight months. 
 
(Reporting By Tom Arnold, editing by Karin 
Strohecker) 
(( Tom.Arnold@thomsonreuters.com ; 
+442075428510; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch reaffirms Turkey's junk rating 

with no change in outlook  

03-May-2019 23:13:48  
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May 3 (Reuters) - Ratings agency Fitch on 

Friday reaffirmed Turkey's sovereign rating at 
'BB', while leaving its 'negative' outlook 
unchanged as it forecasts the economy to 
contract by 1.1 percent in 2019. 

The rating and outlook reflect Turkey's weak 
external finances, high inflation, low foreign 
reserves and high net external debt, political and 
geopolitical risks, Fitch said. 

The agency said that while political and 
geopolitical risks weigh on Turkey's ratings, the 
sovereign's growth should revive in 2020. 
Lira weakened again last week due to concerns 
around Istanbul elections and strains in relations 
with the United States. 
 
(Reporting by Divya R in Bengaluru; Editing by Maju 
Samuel) 
(( divya.renganathan@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkey's bonds suffer biggest selloff in 

months as lira tumbles  

07-May-2019  

LONDON, May 7 (Reuters) - Turkey's dollar-

denominated government bonds saw their 
biggest selloff in months on Tuesday, after 
news that Istanbul's mayoral elections would 
be annulled and re-run sent the lira tumbling 
to its lowest since October. 

The challenge by President Tayyip Erdogan's AK 

Party to the March 31 election result in Istanbul, 

which showed a narrow victory for the 
opposition CHP party, has compounded investor 
worries about politics in Turkey in recent weeks. 
The fall in bonds was led by 2030-onwards debt 
with 2038, 2041 and 2043 issues all down 
between 1.6 and 1.8 cents according to Trade 
web data.  

It was set to be the biggest daily fall for most of 
them since March. Istanbul, Turkey's main 
commercial hub, accounts for one third of the 
country's economic activity.  
 
(Reporting by Marc Jones; editing by Helen Reid) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina sells $1.675 bln worth of 

Treasury notes  

07-May-2019  
BUENOS AIRES, May 7 (Reuters) - Argentina 

issued two series of treasury notes 
denominated in U.S. dollars and Argentine 

pesos on Tuesday for an equivalent of about 
$1.675 billion, the economy ministry said in a 

statement. 

The issuance included $988 million in so-called 
"Letes" notes due in 70 days, at a nominal 
annual interest rate of 4.0 percent. It also 
included $687.1 million worth of peso-
denominated "Lecap" paper due in 49 days at 
59.43 percent. 

The economy ministry said it had received a 
total of 12,396 purchase orders for the treasury 
notes. 
 
(Reporting by Walter Bianchi; writing by Dave 
Sherwood; editing by Jonathan Oatis) 
(( dave.sherwood@thomsonreuters.com ; +56 9 9138 
1047, +56 2 2370 4224; Reuters Messaging: 
dave.sherwood.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil economy faces serious 

difficulties this year if pension reform 

not approved  

09-May-2019  
BRASILIA, May 9 (Reuters) - Brazil's economy 

faces serious problems in the second half of 
this year if Congress does not approve 
pension reform, Labor and Pensions Secretary 
Rogerio Marinho said on Thursday. 

Speaking at an event in Rio de Janeiro, Marinho 

noted that recent survey and labor market data 
already suggest that second half of this year will 
be difficult for the economy.  
Figures on Thursday showed that retail sales in 
March posted their biggest annual fall since 
2016. 
 
(Reporting by Rodrigo Viga Gaier 
Writing by Jamie McGeever) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil government to announce new 

spending freeze as growth falters  

09-May-2019  
By Rodrigo Viga Gaier and Jamie McGeever 
RIO DE JANEIRO, May 9 (Reuters) - Brazil's 

government will announce a new freeze on 
federal spending later this month, special 
secretary to the Economy Ministry Waldery 
Rodrigues said on Thursday, blaming weak 
growth for stoking a budget deficit and 
hurting revenues. 

The freeze will be announced by May 22, the 
date by which the government must publish its 

latest bimonthly report on revenue and 
spending, a recent addition to its policy 
framework designed to encourage stricter fiscal 
discipline. 
"The federal government is facing a very high 
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deficit this year of 139 billion reais ($35 billion). 

Contingency measures will be announced on May 

22," Rodrigues said. 
Whatever spending is frozen or cut will be added 
to the 30 billion reais of cuts unveiled in the last 
bimonthly report in March, when the 
government said it expected oil and tax 
revenues this year to slow. 
Brazil's economy has performed far worse this 
year than policymakers and most economists 
had expected, with the latest retail sales and 
industrial production figures suggesting the 
economy may have contracted in the first 
quarter. 

Early indications from April's data, such as a 
contraction in services sector activity, suggest 
the second quarter is not faring much better. A 

growing number of economists think growth this 
year will fail to beat last year's tepid 1.1 
percent. 
Also speaking in Rio de Janeiro on Thursday, 
Labor and Pensions Secretary Rogerio Marinho 
warned that the economy faces "serious 
difficulties" in the second half of the year if 

Congress does not approve pension reform. 
Because the pressure on the government's 
budget is increasing so much, public investment 
is dangerously low, Marinho added.  
Brazil's public investment is grinding to a virtual 
standstill and could fall to a new record low 

below 0.5 percent of gross domestic product this 
year if the government is forced to tighten the 

squeeze on discretionary spending, the Treasury 
said last month. 
 
($1 = 3.9273 reais) 
(Reporting by Rodrigo Viga Gaier in Rio de Janeiro  
Writing by Jamie McGeever in Brasilia 
Editing by Jonathan Oatis) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile prepares roadshow for Euro 

clearable peso bond taps  

08-May-2019  
By MILUSKA BERROSPI 
NEW YORK, May 8 (IFR) - Chile starts a 

roadshow this week as it prepares to tap local 
peso bonds in a Euroclearable format as part 
of a tender for short-dated bonds. 

The sovereign will visit accounts in London on 

Thursday and Friday and will head to the New 
York area on May 13 and 14.  
Chile is expected to tap its local currency 2023s, 
2030s and 2050s. 
At the same time, it has announced a tender for 

a string of peso bonds, namely its February and 
March 2021s and a global bond maturing in 

August 2020.  
Leads are Itau, Scotiabank and Santander.  
 

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

(c) Copyright Thomson Reuters 2019. 
 
 

Puerto Rico 

Puerto Rico must receive equal 

treatment for disaster aid  

07-May-2019  
WASHINGTON, May 7 (Reuters) - U.S. Senate 

Democratic leader Chuck Schumer said on 
Tuesday that Republicans must treat the 
territory of Puerto Rico equally to other states 
slammed by disasters if a disaster aid package 
is to be passed. 

"You can't treat Puerto Rico differently than you 

can treat the other states that need the help ... 
Stop the politics, treat everyone equally and the 
bill will pass like a hot knife through butter," 
Schumer told reporters. 
 
(Reporting by Amanda Becker; Writing by Makini 
Brice; Editing by Dan Grebler) 
(( M.Brice@thomsonreuters.com ; +1-202-310-5675; 
;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uruguay 

S&P Says Uruguay 'BBB/A-2' Ratings 

Affirmed; Outlook Remains Stable  

07-May-2019  
May 7 (Reuters) - S&P global ratings: 

S&P says Uruguay 'BBB/A-2' ratings affirmed; 
outlook remains stable. 

S&P says expect that, over next 2 YRS, Uruguay 
will continue to show high general government 
fiscal deficits and increase in its net gg debt 

burden. 
S&P says Uruguay's stable outlook reflects view 

of continuity in key economic policies after 
national elections later this year. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela 

Venezuela congress authorizes 

payment on Citgo-backed PDVSA 2020 

bond  

07-May-2019  

CARACAS, May 7 (Reuters) - Venezuela's 

National Assembly, led by opposition leader 
Juan Guaido, authorized on Tuesday a $71 
million interest payment on state oil company 
PDVSA's 2020 bond, which is backed by 

shares in U.S. refiner Citgo.  
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Failure to make the payment could prompt 

creditors to attempt to seize shares in Citgo, a 

subsidiary of PDVSA and the country's crown 
jewel overseas asset. 
 
(Reporting by Corina Pons, Mayela Armas, Luc Cohen 
and Angus Berwick 
Editing by Chizu Nomiyama) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Africa-Fx - Kenya's shilling to 

strengthen, Uganda's to weaken  

09-May-2019  
NAIROBI, May 9 (Reuters) - Kenya's shilling is 

forecast to strengthen against the dollar in 
the next week to Thursday, while Uganda's 
shilling will weaken, traders said. 

KENYA 

The Kenyan shilling is expected to firm up, 
traders said, helped by tightening liquidity in the 
money markets and inflows from offshore 
investors buying government debt. 
Commercial banks quoted the shilling at 
101.00/20 per dollar, compared with 101.10/30 

at last Thursday's close.  

"The liquidity crunch might continue, and the 
shilling might continue to strengthen based on 
most banks' positions," said a trader from one 
commercial bank. 
UGANDA 
The Ugandan shilling is forecast to weaken on 

the back of increased dollar demand from 
importers and commercial banks.  
Commercial banks quoted the shilling at 
3,775/3,785, compared with last Thursday's 
close of 3,755/3,765.  
Benon Okwenje, a trader at Stanbic Bank, said 
they expected the shilling would remain on the 

weaker side since a recent surge in demand for 
hard currency is likely to be sustained. 

He didn't indicate which players were exerting 
most demand but typically much of the appetite 
for dollars in Uganda comes from fuel importers, 
telecoms firms and manufacturers. 

TANZANIA 
The Tanzanian shilling is expected to gain next 
week due to the increase in dollar inflows from 
the mining and agriculture sectors. 
Commercial banks quoted the shilling at 
2,298/2,310 compared with last Thursday's 
close of levels from 2,305/2,315. 

"We anticipate that the shilling will gain further 
next week to the levels of 2,292/2,302. This 
appreciation will be highly contributed to by 

mining and agriculture flows, especially (from) 
cashew nuts," a senior trader at one commercial 
bank said. 
ZAMBIA 

The kwacha is likely to continue trading at 
current levels in the coming week, supported by 

tax payments due on Tuesday. 

Commercial banks quoted the currency of 

Africa's second-largest copper producer at 
12.8400 per dollar, firmer than a year-high of 
12.9300 a week ago. 
"It is likely to remain range-bound, especially 
because there are tax payments due next 
Tuesday," one senior commercial bank trader 

said, referring to the kwacha. 
 
(Reporting by John Ndiso, Elias Biryabarema, Chris 
Mfula and Nuzulack Dausen; Compiled by George 
Obulutsa) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Congo Republic 

IMF provisionally agrees three-year 

loan deal with Congo Republic  

09-May-2019  
DAKAR, May 9 (Reuters) - An International 

Monetary Fund mission said on Thursday that 
it had agreed a three-year lending programme 
with Congo Republic subject to the 
government's fulfilment of reforms and 
approval by the IMF's executive board.  

Negotiations over a bailout for the oil-dependant 

economy have dragged on since 2017, as 
Congolese authorities failed to convince the IMF 
they were doing enough to control the national 

debt or tackle corruption. 
But Congo's reduction of its debt load and an 
agreement struck last month to restructure 
some $2 billion in debt to China led the IMF 
mission to back a programme.  

"Once the authorities have implemented the 
pending actions as agreed during the mission, 
the IMF team will submit a report in support of 

the Republic of Congo's request for a three-year 
arrangement under the Extended Credit 
Facility," the mission said in a statement after a 
week-long visit.  

The agreed measures include submitting a 
report to parliament on notoriously opaque oil-
backed loans that the state petroleum company 

has taken out with private lenders.  
The mission also said that Congo's economy is 
expected to grow more than 5 percent in 2019, 
up from less than 1 percent in 2018, mainly 
because of a rise in oil production and prices.  
The economy was hurt by a sharp drop in oil 
prices in 2014, causing debt levels to balloon to 

118 percent of GDP in 2017. 
But global oil prices last month hit their highest 
level in five months, helping Congo cut debt 
levels to less than 85 percent of GDP.  
 
(Reporting by Aaron Ross; 
Writing by Juliette Jabkhiro; 
Editing by Catherine Evans) 
(( Juliette.Jabkhiro@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
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Egypt 

Egypt spent $3.51 bln on fuel subsidies 

in first nine months of FY 2018-2019  

07-May-2019  
CAIRO, May 7 (Reuters) - Egypt spent 60.1 

billion Egyptian pounds ($3.51 bln) on fuel 
subsidies in the first nine months of the 2018-
2019 financial year, petroleum minister Tarek 
El Molla said on Tuesday, a drop of 28.45 
percent from the same period the previous 
year. 

Egypt has been reducing fuel subsidies as part of 

an IMF-backed reform programme that began in 
2016, and is due to remove subsidies on most 

energy products by June.  
The government spent 84 billion Egyptian 
pounds on fuel subsidies in the first nine months 
of the 2017-2018 financial year. The financial 
year runs from July to June. 

 
(Reporting by Ahmed Ismail 
Writing by Aidan Lewis 
Editing by Andrew Heavens) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Egypt's 9M budget deficit for year to 

June drops to 5.3 pct of GDP  

07-May-2019  
CAIRO, May 7 (Reuters) - Egypt's budget 

deficit dipped to 5.3 percent of GDP in the 
first nine months of the year ending in June, 
the finance minister said, against 6.2 percent 
in the same period a year prior. 

Egypt's primary surplus of 35.5 billion Egyptian 
pounds ($2.07 billion) in the first nine months of 

the 2018/2019 fiscal year was at 0.7 percent of 
GDP, Finance Minister Mohamed Maait said. 
Egypt had a primary deficit of 7 billion pounds, 
0.2 percent of GDP, in the same period a year 
prior, he said.  
 
($1 = 17.1510 Egyptian pounds) 
(Reporting by Ehab Farouk; 
Writing by Yousef Saba; 
Editing by Alison Williams) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ivory Coast 

Fitch Affirms Cote d'Ivoire at 'B+'; 

Outlook Stable   

07-May-2019  

Fitch Ratings-Hong Kong-May 07: Fitch Ratings 

has affirmed Cote d'Ivoire's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B+' with a Stable Outlook. 

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

rating action commentary. 

KEY RATING DRIVERS 
Cote d'Ivoire's IDRs are supported by strong 
economic growth, continued macroeconomic 

stability and low inflation. This is balanced 
against low governance and development 
indicators, two debt defaults since 1999, 
elevated GDP volatility relative to rating peers 
and high dependence on agricultural 
commodities. 

Risks to political stability around the 2020 
presidential election weigh on Cote d'Ivoire's 
credit profile. Fitch assumes the election will 
pass relatively peacefully, given progress 
achieved towards political normalisation and 
institutional reform, including the ongoing 

reform of the army. However, a lack of track 
record of smooth transitions in power since the 

early 1990s, the recent history of civil conflict 
and regional divisions mean that there are 
significant downside risks around our baseline. 
Mounting political polarisation could compound 
lingering security risks, which are illustrated by 

sporadic violence in 2017 and early 2018. The 
economic policy agenda after the 2020 election 
is also a source of uncertainty. 
Cote d'Ivoire's performance under its ongoing 
USD900 million 2016-2019 arrangements with 
the IMF has been satisfactory, underscoring 
the country's strong reform momentum and 
continued adherence to prudent 

macroeconomic policies. The arrangement is 

set to expire at end-2019, although a one-year 

extension is possible, in Fitch's view. Cote 
d'Ivoire has consistently been under IMF 
programmes since November 2011, which has 
underpinned its external financing flexibility and 
international market access and provided a 

strong anchor for its economic policy agenda. 
The government's commitment to fiscal 
consolidation supports Cote d'Ivoire's rating. 
Fitch expects the authorities to achieve their 
target of narrowing the general government 
(GG) deficit to 3% of GDP in 2019 from 4% in 
2018 against current 'B' and 'BB' category 
medians of 4.3% and 2.8%. The improvement 

will stem from continued decline in operational 
outlays and capital spending relative to GDP and 

a gradual pick-up in tax revenues. We expect a 
moderate fiscal slippage ahead of the 
presidential election causing the GG deficit to 
widen to 3.3% of GDP in 2020. Risks for public 
finances arise from fluctuations in commodity 

prices, given the recurrent delays in the 
adjustment of fuel prices to changes in world 
prices and the government's record of 
cushioning declines in the prices of tradeable 
agricultural commodities by lowering registration 
fees and export tax rates. 
Increasing budget revenues relative to GDP 
has been a key challenge for fiscal 

consolidation. Budget revenues averaged 20% 
of GDP in 2016-2018, below the current 'B' 

median of 22.2%. The government aims to 
boost budget revenues through a combination of 
tax measures and administrative reforms. 
However, Fitch expects a slower rise in tax 

revenues/GDP than projected by the authorities 
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in view of the repeated underperformance of 

revenues against targets in recent years. The 

agency expects the government will offset tax 
revenue shortfalls by cutting capital spending to 
achieve its deficit target. Under-execution of 
capital spending helped keep the GG deficit in 
line with the revised budget target in 2018 
(taking into account lower estimates for nominal 

GDP levels in 2016 and 2017), despite lower 
than projected budget revenues. 
GG debt has peaked at 48.6% of GDP in 2018 
versus a 'B' category median of 59.4%, and 
we expect it will decline slightly to 47.7% in 

2020. Liquidity conditions on the regional 
WAEMU market have somewhat improved, 
helped by large Eurobond issuances by Cote 

d'Ivoire and Senegal in 2018. However, they 

remain relatively tight, reflecting the regional 
market's lack of depth as well as monetary 
policy measures taken in December 2016. The 
authorities have revised their medium-term 
borrowing strategy accordingly and now 

envisage covering 70% of their financing needs 
over 2019-2023 through external borrowing. 
Increased external commercial borrowing with 
large Eurobond issuances taking place in 2017 
and 2018 has led to a rise in the share of 
foreign-currency debt to 58% of GG debt in 
2018 from 41% in 2014. The interest-to-

revenue ratio has also inched up to 9.1% in 
2018 from 6.5% in 2014 and will further 
increase to 11.5% in 2020, close to the current 

'B' median of 12.4%. Refinancing and exchange 
rate risks are mitigated by the lengthening of 
the debt maturity profile over the last two years. 
The government is addressing the financial 

weaknesses of key troubled state-owned 
enterprises (SOE) through privatisations, 
restructuring and capital injections, which will 
generate only small costs for the budget. The 
debt of SOEs is moderate, at 3.5% of GDP at 
end-2018 according to official estimates, of 

which 2% of GDP was publicly guaranteed. The 
government's plan to execute investment 
projects under the National Development Plan 
(PND) through public-private partnerships (PPP) 

for a total cost of 54% of annual GDP is a source 
of fiscal risk. The authorities are advancing 
reforms to strengthen the oversight of PPP 

projects. 
The banking sector's key financial health metrics 
are generally weaker than 'B' medians and some 
small banks are undercapitalised. However, 

potential risks for the sovereign are mitigated 
by a high share of foreign ownership, and 
over the medium term, the improving 

regulatory environment. The repercussions on 

the banking sector from the default of one large 
operator in the cocoa sector with debt to 
domestic banks worth 0.6% of GDP have been 
limited. 

Strong economic growth is a key credit strength. 
Fitch projects GDP growth will average 7.2% in 
2019-2020, more than double the current 'B' 

median of 3.4%, in line with Cote d'Ivoire's 
continued outperformance against rating peers 
since 2012. Growth will be driven by domestic 

demand, underpinned by robust investment 

under the 2016-2020 PND, employment gains, 

growth in agricultural income, reflecting strong 
crop production, and sustained urbanisation. 
However, the projected growth rate is lower 
than the 8.7% average achieved in 2012-2018, 
reflecting the fading of the rebound following the 
end of the civil conflict in 2011, unfavourable 

base effects in agriculture and fiscal policy 
tightening. 
Cote d'Ivoire's current account deficit (CAD) 
will remain above current 'B' medians in the 
foreseeable future, under Fitch's forecasts. 
The deterioration in the commodity terms of 
trade and sustained growth in import-intensive 
investment led to a widening of the CAD to an 

estimated 4.7% of GDP in 2018 from 1.2% in 

2016. Fitch projects it will moderate to 3.9% of 
GDP in 2020 on lower oil prices under the 
agency's baseline, gradual completion of major 
infrastructure projects and pick-up in exports 
lifted by expanding supply in mining and light 

industries. This forecast is predicated on the 
assumption of stable cocoa prices and 
production volumes. 
Rising external borrowing will erode Cote 
d'Ivoire's external net creditor position, which 
Fitch projects will fall to 8.2% of GDP in 2020 
from 20% in 2017 but remain stronger than 
the current 'B' median of a net debtor position 

of 28% of GDP. External liquidity risks are 

mitigated by strong support from official 

creditors and membership of the CFA franc 
monetary union, which has provided a stable 
currency and contributed to low inflation. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Cote d'Ivoire a 

score equivalent to a rating of 'B' on the Long-
Term Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
• Macroeconomic performance: +1 notch, 

to reflect high medium-term growth potential, 
preserved macroeconomic stability reflecting 

strong macroeconomic management and 
sustained reform impetus 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 

not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually or 

collectively, trigger positive rating action are: 
• Sustainable improvement in public 
finances with smaller-than-projected 
government deficits placing public debt on a 

downward trajectory; 
• Sustained narrowing of the current 
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account deficit; 

• Evidence of receding political and 

security risks, and over the medium term, 
improvement in development and governance 
indicators. 
The main factors that could, individually or 
collectively, trigger negative rating action are: 
• Deterioration in political stability or 

aggravation of security incidents leading to 
material fiscal slippages or weakening the 
sovereign's ability to honour its commitments; 
• A significant worsening in public debt 
dynamics resulting, for instance, from widening 
deficits or from a materialisation of contingent 

liabilities on the sovereign's balance sheet; 
• A material slowdown of trend GDP 
growth 

KEY ASSUMPTIONS 
We assume that the monetary arrangement with 
France will continue to support macroeconomic 
stability and the fixed parity of the CFA franc 

with the euro will remain unchanged. 
We expect other commodity prices and global 
economic trends to develop as outlined in Fitch's 
most recent Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'B+'; Outlook Stable 

Long-Term Local-Currency IDR affirmed at 'B+'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 

Country Ceiling affirmed at 'BBB-' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds affirmed at 'B+' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Kenya 

Kenya starts roadshow for 12-, 31-year 

dual-tranche Eurobond  

09-May-2019  
NAIROBI, May 9 (Reuters) - Kenyan officials 

were set to start meeting investors in London 

and the United States on Thursday as it 
markets a 12-, 31-year dual-tranche 
Eurobond, a lead arranger for the issue said. 

The East African nation, which made its 
international capital markets debut in the 
summer of 2014, has mandated J.P. Morgan and 
Standard Chartered to lead the new Eurobond 
issue, said the lead in a statement seen by 

Reuters on Thursday. 
It returned for a 10- and 30-year dual-tranche 
bond in early 2018 before starting talks with 
lenders at the beginning of this year on the 
issuance of a further $2.5 billion worth of bonds. 

Some of the funds raised from the new issue will 

be used to refinance a maturing 5-year dollar 

denominated bond that was issued in June 2014, 
Henry Rotich, the finance minister, told reporters 
last month. 
Officials at the Treasury did not respond 
immediately when Reuters sought comment. The 
new bond will be listed on the Irish and London 

stock exchanges, the lead arranger said.  
 
(Reporting by Duncan Miriri; Editing by Toby Chopra 
and Gareth Jones) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Morocco 

Morocco considers measures to 

increase tax revenue  

05-May-2019  
RABAT, May 5 (Reuters) - The Moroccan 

government is mulling the introduction of new 
measures to increase the tax base in order to 
alleviate fiscal pressure on the middle class 
and increase funding for social services, 
Finance Minister Mohamed Benchaaboun said. 

The measures aim at making the rich pay their 
“fair” share of taxes as well as fighting tax 

evasion and fraud, Benchaaboun said late on 
Saturday at the end of a national conference on 

taxation. 
Income tax is disproportionately collected with 
73 percent of revenue coming from taxing 
wages, Finance Ministry data showed. 
“The average contribution of a wage-earner is 
five times higher than that of a self-employed,” 
Benchaaboun said. “This situation runs against 

the principle of fiscal justice, which should be 
amended by implementing the principle of equal 
income, equal taxes.”  
Morocco collected 149.8 billion dirhams in net 
tax revenue in 2018, up 4.6 percent compared 
with 2017, the tax administration said.  

The North African country's fiscal system suffers 
from a high concentration as 50 percent of the 

income tax, company tax and VAT combined is 
paid by just 140 companies, according to official 
figures.  
One percent of companies account for 80 
percent of corporate tax revenue. 
Morocco loses up to $2.45 billion due to tax 

evasion and fraud by multinationals, Oxfam said 
in a report last Monday. 
The conference's recommendations, which shall 
offer guiding principles for future budget laws, 
included establishing value added tax neutrality, 
tax progressivity as well as grouping local and 
parafiscal taxes in a single code. 

Morocco, the most unequal country in North 
Africa, should also impose a wealth tax in order 
to bridge the gap between the rich and the poor, 
Oxfam expert Asmae Bouslamti told Reuters. 
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(Reporting by Ahmed Eljechtimi 
Editing by Leslie Adler) 
(( ahmed.eljechtimi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Nigeria 

Nigeria bonds, naira rally after central 

bank governor gets second term 

nomination   

10-May-2019  
ABUJA, May 10 (Reuters) - Nigeria's bonds 

rallied and the naira currency firmed on Friday 
after central bank governor Godwin Emefiele 
was nominated for a second term at the helm 

of the bank, traders said. 

President Muhammadu Buhari has nominated 
Emefiele for another term, according to a letter 
read on the floor of the senate on Thursday. The 
upper house of parliament is expected to 
confirm the nomination. 
 
(Reporting by Chijioke Ohuocha; Editing by Hugh 
Lawson) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tunisia 

Tunisia's govt will make new 

parliament request to issue up to $800 

mln in bonds  

06-May-2019  
By Tarek Amara 
TUNIS, May 6 (Reuters) - Tunisia's finance 

minister will again seek parliament's approval 
to issue bonds worth up to $800 million, 
lawmakers and a government source said on 
Monday, a week after its finance committee 
rejected the plan. 

The parliamentary committee's rejection of the 

plan last week dealt a severe blow to the 
government's efforts to secure funding to cover 
the country's fiscal budget deficit, which is 

expected to reach 3.9 percent of gross domestic 
product in 2019 compared to about 5 percent 
last year. 
"A second hearing session to finance minister in 
(the) finance committee is expected," lawmaker 
Rim Mahjoub said. 

Another Lawmaker told Reuters the second 
session will probably be held next week. A 
government source said no deadline had been 
set but added it could be soon without giving 
details. 
"There is possibility to (tap) ... financial markets 

by the end of the year if we need, and any 

possible deal will be according to the 
opportunities in the markets”, the finance 
minister Ridha Chalgoum said last week. 
The government needs to obtain parliament's 

approval to issue bonds on the global financial 

market. Tunisia needs around $2.5 billion in 

external financing in 2019, officials said. 
The total debt, which hit record levels to reach 
about 74 percent of GDP by the end of 2018, 
has become a source of concern for Tunisians, 
especially opposition parties which accuses the 
government of seeking easy solutions through 

borrowing. 
Prime Minister Youssef Chahed said earlier this 
year that painful reforms must be launched to 
keep its deficit under control, but reform plans 
face strong resistance from the country’s 
powerful labour unions. 

 
(Reporting By Tarek Amara; editing by Emelia Sithole-
Matarise) 
(( tarek.amara@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uganda 

Ugandan growth to stay flat at 6.3 pct 

next year, IMF predicts  

09-May-2019  
By Elias Biryabarema 
KAMPALA, May 9 (Reuters) - Uganda's economy 

is expected to grow 6.3 percent in the 
financial year starting in July, the IMF said on 

Thursday, the same pace predicted for this 
year, as delays to oil production and domestic 
and regional political tensions drag on 
prospects.  

The East African country's central bank has said 
the economy needs to expand by at least 7 
percent a year in order to provide jobs as its 
young population enters the workforce.  

Uganda's next financial year runs from July 2019 
to June 2020.  
In its latest assessment of Uganda's economy, 
the IMF said business sentiment remained 
strong amid favourable monetary policy 
conditions, and that public infrastructure 
investments could help push growth to 7 percent 

in the medium term.  
"The main risks to the outlook are 
unfavourable weather conditions, domestic 
and regional political tensions, and further 
delays in the start of oil production," the IMF 
said. 

Uganda is due to hold its next presidential 
elections in 2021. President Yoweri Museveni, 
74, is likely to face off with pop star turned 

lawmaker Bobi Wine, 37.  
Security forces have been using teargas and 
water cannon to break up rallies by Wine and 
other Museveni opponents as authorities move 
to blunt their momentum ahead of the poll.  
Domestic tensions have been joined by regional 
worries. In February, Rwanda begun blocking 

Ugandan goods from entering its territory while 
also stopping its nationals from crossing into 
Uganda. Kigali accuses Kampala of supporting 
dissidents. 
Tensions between the two neighbours remain 
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unresolved and trade has also virtually ceased. 

After discovering crude more than 10 years ago 

in the country's west, near the Democratic 
Republic of Congo, Uganda has banking on oil 
revenues to clear a mountain of public debt.  
But production has been repeatedly delayed by a 
lack of infrastructure and disputes with 
international oil firms over development 

strategies. Production is now scheduled to start 
in 2022.  
The IMF projected Uganda's public debt would 
hit 50.7 percent of GDP in financial year 
2021/22, up from a projected 42.2 percent in 
the current financial year that ends in June. 

"Vulnerabilities are increasing ... debt metrics 
have deteriorated," the IMF said, urging 

authorities to reign in borrowing and keep the 

debt below 50 percent of GDP. 
"Some investment projects may not generate 
the envisaged return, and interest payments are 
rising." 
The central Bank of Uganda has previously 
sounded the alarm over the surging public debt, 

saying it was already above 50 percent of GDP if 
loans signed by the authorities but not yet 
released by creditors were included. 
 
(Editing by Katharine Houreld and Catherine Evans) 
(( Email:elias.biryabarema@thomsonreuters.com ; Tel. 
+254 20 499 1232; Reuters Messaging: 
elias.biryabarema.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

OCEANIA 
 

Fiji 

ADB plans offshore Fiji dollar bonds  

07-May-2019  
By Steve Garton 
HONG KONG, May 7 (IFR) - The Asian 

Development Bank is planning its first Fijian 
dollar bond issue, part of a broader initiative 
to raise more funds in local currencies.  

The ADB plans to sell bonds in the international 

markets under a currency-linked structure, 

mirroring its recent efforts to develop offshore 
markets for Indonesian rupiah and Indian rupee.  
The proceeds would be used to provide local 
currency loans in Fiji to help reduce foreign 
exchange risks for the ADB’s borrowers.  
Details of any first issue have yet to be 
decided, but the Fijian government has 
endorsed the initiative as a move to spur the 

development of its capital market.  

“It will cultivate a more business-friendly bond 
market and, most importantly, free up more 
funds for an infusion of private sector 
investment right here in Fiji,” said Aiyaz Sayed-

Khaiyum, Fiji’s Attorney-General and Minister for 
Economy.  

The ADB is expanding its local currency issuance 
to provide more loans in its clients’ own 
currencies and drive the development of the 
region’s capital markets.  

In the first four months of this year, the bank 

has sold bonds in – or linked to – Philippine 

pesos, Indonesian rupiah, Kazakh tenge, New 
Zealand dollars and Australian dollars, as well as 
US dollars, sterling and Swedish kronor. 
“In many countries, including China, India and 
Indonesia, we lend to private companies without 
government guarantees in local currency 

because they don’t like exchange rate risk,” said 
ADB president Takehiko Nakao at a briefing in 
Fiji, where ADB held its annual meeting last 
week.  
“If there is a chance to raise local currency in 
the countries by issuing bonds then there is a 

chance [to lend in local currency].” 
Fiji has a small but stable local bond market, 
with a yield curve extending to 30 years. Three-

year government bonds were yielding 4.65% 
and the five-year benchmark 5.04% at the end 
of April, according to official data.  
 
(Reporting by Steve Garton; Editing by Vincent Baby) 
(( steve.garton@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

Global Markets-Investors sell shares, 

shelter in bonds before make-or-break 

trade talks  

08-May-2019  
• Asia tracks Wall Street slide, European 
shares attempt recovery 
• Safe-haven yen rises to six-week high 
vs dollar 
• Risk aversion supports bonds, U.S. 10-
yr yield at 1-mth low 
• New Zealand cuts interest rates, kiwi 
weakens 

By Virginia Furness 

LONDON, May 8 (Reuters) - World shares 

tumbled towards five-week lows on 
Wednesday as renewed trade tensions and 
concern over the strength of the global 
economy drove investors to the safety of 
bonds and the Japanese yen, with the latter 
hitting a six-week high against the dollar. 

Wall Street looked set to open sharply lower, 
with S&P 500 futures down almost half a percent 
following Tuesday's steep falls, when trade-

sensitive industrial and technology sectors were 
slammed by fears a potential U.S.-China trade 
deal could unravel. 
Nasdaq and Dow Jones futures, too were 0.3 
percent to 0.5 percent lower. 
Chinese Vice Premier Liu He is due to visit 

Washington on Thursday and Friday for trade 
talks in a last-ditch bid to avert a sharp increase 
in tariffs on Chinese goods ordered by U.S. 

President Donald Trump. However, optimism 
over some kind of agreement was undermined 
after Reuters quoted sources as saying Beijing 
had backtracked on most aspects of the deal. 

"I think it's a major risk that Trump raises 
tariffs," said Christophe Barraud, chief strategist 
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at brokerage Market Securities in Paris. 

"If that happens we can imagine that 

negotiations will break down, implying another 
few months of uncertainty... All in all, bonds as 
well as other safe-havens such as yen, look set 
to benefit from this situation in the short-term." 
European shares slid 0.3 percent while MSCI's 
Asia-Pacific share index excluding Japan was 

down almost 1 percent earlier to touch its lowest 
level since late-March. 
Colin Harte, head of research, multi asset 
solutions at BNP Paribas Asset Management 
described the trade situation as a "quasi-Cold 
War." 
"That was a jolt to the markets. The market 
assumed there was no serious threat, and it 
suddenly woke up this week to find that the 
whole thing could be derailed," Harte said. 

Market jitters have been exacerbated by the 
mixed nature of recent economic data from 
China as well as other big economies. Chinese 
trade data showed solid imports but an 
unexpected fall in April exports. The figures 

follow lacklustre economic data in Europe, signs 
of steep inventory build-ups in the United States 
and subdued manufacturing surveys worldwide. 
There was also bad news on the British front, 
where broadcaster ITV reported Brexit talks 
between the two opposition parties were very 
close to being terminated.  

That drove sterling half a percent lower while 
10-year Gilt yields dropped six basis points to 

1.098 percent. 
BONDS BENEFIT 
Underscoring policymakers' fears for economic 
growth, New Zealand cut interest rates, 

becoming the first country in the developed 
world to do so since the Fed turned tail on policy 
earlier this year.  
The decision pushed the kiwi dollar to a six-
month low, while government bonds jumped, 
sending yields 5-7 basis points lower across the 
curve. 

"You can see why the reserve bank is easing 
rates, but how powerful will that be?," Harte 
said. "The days of the central bank cavalry riding 
to the rescue are over." 
On currency markets, investors' demand for 
safe-havens boosted the Japanese yen 0.2 
percent against the dollar at 110.02 yen, 
taking its gains to more than 1 percent this 

month. 
Bonds too have benefited from the worries for 
growth and trade, with 10-year yields on U.S. 
Treasuries, German bunds and Japanese 
government bonds (JGBs) falling to five-week 
lows. 

Germany's 10-year government bond yield, the 
benchmark for the bloc, hovered near five-week 
lows at -0.059 percent, not far from the 2-1/2 

year low of -0.094 percent while Japan's 10-year 
yield burrowed deeper into negative territory.. 

While the growth gloom pressured commodity 
markets, oil prices were bolstered by the surge 
in Chinese crude imports as well as U.S. 
sanctions on crude exporters Iran and 
Venezuela. Brent crude oil futures held at 

$70.31 per barrel, 43 cents, or 0.6 percent 

above their last close. 

 
(Reporting by Virginia Furness and Sujata Rao; Editing 
by Andrew Heavens and Hugh Lawson) 
(( virginia.furness@thomsonreuters.com +44207 542 
5477) ) 
(c) Copyright Thomson Reuters 2019. 

 

 
 

mailto:Publicdebtnet.dt@tesoro.it

