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ASIA 
 

APAC Asia-Pacific  

Moody's Says Stable Outlook For Asia 

Pacific Sovereigns In 2019 Balances 

Solid Domestic Fundamentals Against 

Rising Risks  

10-Jan-2019  
Jan 9 (Reuters) - Moody's:  
Moody's says stable outlook for Asia pacific 
sovereigns in 2019 balances solid domestic 
fundamentals against rising risks. 

Moody's expects the pace of economic expansion 
in APAC to soften in 2019-20, but remain robust. 
Moody's expects that relations between U.S.  

and China will swing between conflict and 
compromise, involving trade, investment, 
technology and geopolitics. 
Moody's-risks for Asia pacific stem from U.S.-
China tensions, tightening global financing 
conditions, shifting political and policy priorities 

domestically. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

 

MIDDLE EAST 

Middle East to lift EM sovereign debt 

sales in 2019  

07-Jan-2019  

LONDON, Jan 7 (Reuters) - Sales of hard 

currency debt issued by developing nations 
should bounce back this year after a torrid 
2018 for emerging markets, driven by fresh 
supply from the Middle East, especially Saudi 
Arabia, Morgan Stanley predicted.  

Sovereign hard currency gross issuance is 
expected to rise to $158 billion in 2019 - a 15 
percent increase on 2018 - but will remain below 

the record $674 billion sold in 2017, Morgan 
Stanley strategist Simon Waever said in the 
bank's EM sovereign credit outlook for 2019, 
published on Monday.  
A grim combination of a strong dollar, Sino-U.S. 
trade tensions, central banks turning off the 
money taps, cooling growth around the globe 

and crisis in Turkey and Argentina have battered 
emerging markets in the past twelve month.  
While gross issuance recovered, this translated 

only into a $1 billion increase of net issuance 
year-on-year in 2019 due to emerging markets 
facing heavy redemptions, Morgan Stanley 

found, adding overall debt redemptions were 
rising to $2 trillion in 2019 from $1.4 trillion last 
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year.  
Among the issuers, Saudi Arabia and 
Indonesia are likely to remain large issuers, 
wrote Waever, expected to sell over $10 
billion each. Abu Dhabi and Kuwait could both 
come with large deals after a hiatus in 2018, 
though battered Argentina will stay out of the 
market after its 2018 bumper $9 billion deal. 
Uzbekistan and Benin meanwhile have both 
announced they wanted to sell inaugural hard 
currency bonds.  

Among sovereign issuers, oil exporters' share 
will grow again, predicted Morgan Stanley, 
accounting for just over half of 2019 issuance 
compared to around one third over 2013-2015. 
Easing oil prices in the later months of 2018 
made many governments' oil price assumptions 

look optimistic, it said.  
However, cutting back on budgeted expenditure 
could be tough as there was pressure to boost 
spending thanks to weak growth or social 
pressure given the austerity measures 
undertaken in the past few years by crude 
exporters. 

"This dynamic should keep external issuance 
reasonably high," Morgan Stanley wrote.  
With emerging market issues traditionally 
tapping markets early in the year, 2019 ought 
to be no exception as governments face heavy 
redemptions in the second quarter of 2019 
and worry about tighter financial conditions 
throughout the year, wrote Waever.  

"Specifically, 17 percent of total issuance 

historically comes in January," he wrote. "The 
Philippines has already announced a benchmark 
10y bond deal, and we think that Egypt, Oman 
and Mexico are likely to issue sooner rather than 
later." 
 
(Reporting by Karin Strohecker; 
Editing by Andrew Cawthorne) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 

karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

China 

Can China walk out of economic 

difficulties by relying on its old 

playbook of debt?   

05-Jan-2019  
China is banking on a new wave of debt-
fuelled infrastructure spending to arrest a 
deepening economic slowdown, but the surge 
in local government debt may complicate 

Beijing's long-term efforts of reining in 
financial risks in its economy. 

In an unusual move last week, China's National 
People's Congress Standing Committee 

authorised the central government to allocate 
the local government debt quota "ahead of 
schedule", breaking what is only a ceremonial 
arrangement that Beijing has to include a 

nationwide debt quota in its budget report 
approved by the parliamentary gathering in 

March before it can allocate quotas to local 

authorities. 
Beijing is seeking to implement a "proactive 
fiscal policy" to stimulate economic activities 
when China's growth is set to decelerate 
further after the headline gross domestic 
product growth rate dropped to the lowest 
level in a decade in 2018. 

The government immediately approved local 
governments to issue bonds worth 1.39 trillion 

yuan (US$202 billion), made up of 810 billion 
yuan (US$117.82 billion) in the special purpose 
bonds, and the remaining 580 billion yuan in 
general bonds. 
Special purpose bonds differ from traditional 
local government general bonds in that they are 
repaid by returns on projects instead of by the 

government. 
At the same time, the jury is still out whether 
the projects financed by the bonds can generate 
incomes as expected, especially roads in remote 
areas, parks and shanty town redevelopment. 
For instance, Xiongan New District, designated 
by President Xi Jinping as an example city for 

the future, issued 30 billion yuan (US$4.36 
billion) worth of bonds in late December, 
including 15 billion yuan worth of special 
purpose bonds, to finance infrastructure 
development. 
As the government also plans to cut taxes 
again this year, spending on infrastructure is 

still seen as the favourite method to stabilise 
China's economy. 

Full speed ahead for China's high-speed rail 
network in 2019 
The full gross bond issuance quota in 2019 is 
expected to be increased to around 3 trillion 
yuan (US$436.36 billion), analysts said, 
compared to 2.18 trillion yuan in 2018. 

"At the moment, talk is all about pro-growth 
measures now," said Iris Pang, Greater China 
economist at ING Bank. 
"The most important issue is to stabilise jobs, 
and to halt a downward spiral in the economy. 
We can worry about the debt problem again 

afterwards." 
Local government bonds approved by Beijing are 

viewed as a transparent form of "front-door" 
financing by local authorities compared to murky 
"back-door" financing activities via so-called 
local government financing vehicles (LGFVs), a 
fact that allows Beijing to have a better control 

and oversight of local government borrowing. 
When China's economy was hit hard by the 
global financial crisis a decade ago, debts at 
LGFVs ballooned to create a big threat to China's 
economic and financial stability. 
In 2014, local governments were allowed to 
sell bonds for the first time as Beijing aimed 
replace opaque, high-risk government debt 

accumulated via LGFVs with bonds. 

Will a 'US$102 billion' move to aid China's 

slowing economy help? 
Nevertheless, the local government debt 
problem still has not been resolved, and the 
scale continues to grow with repayment pressure 
increasing further, especially when repayment 
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abilities of many municipal governments are 

weakened by slower fiscal revenue growth and 

smaller land sales incomes amid an economic 
slowdown. 
The rise of local government debt and the fall of 
repayment abilities have rekindled worries that 
these local infrastructure projects, some of 
which are potentially loss-making, often take 

years to generate investment returns, raising 
the risk of default as it is poorly collateralised 
and project cash flow estimates are often 
overstated. 
As most of the local government bonds are 
sold to state-owned banks via the interbank 
market, it is binding China's fiscal risks and 
financial risks together, analysts said. 

Amanda Du, senior analyst at Moody's Investors 

Service, warned of risks related to unclear 
disclosure of special bonds. 
Although the lower-tier regional and local 
governments may be the one using the special 
bond proceeds, it is their respective higher-tier 
provincial level government that issues the bond 

and takes ultimate responsibility for its 
repayment. 
"As such, bond documents are only required to 
disclose the fiscal and economic data of the 
provincial level government, and not of the 
lower-tier government that may use the 
proceeds, resulting in possible information 

mismatch," Du said. 
Why must China 'quench the thirst' of economic 

slowdown? 
The special bonds will eventually be 
supported only by the project revenue rather 
than government implicit guarantees, making 
them riskier to investors. These bonds do not 
fall under local government's fiscal budget. 

"Local government debt remains safe as long as 
the future needs to rely on infrastructure to 
boost the economy," said Liu Yi, analyst at 
Guotai Junan Securities. 
"But the size of local government debt keeps 
growing, and this means once conditions are 
ripe, deleveraging policies will re-surface again." 

 
Copyright (c) 2019 South China Morning Post 
Publishers Ltd. All rights reserved. 
 
 

Stimulus splurge would see Fitch "look 

again" at China rating  

08-Jan-2019  
• Fitch warns debt-fuelled stimulus 
could see rating cut 
• Base-case scenario is that Beijing will 
avoid such measures 
• Fitch only major agency not to have 
cut China in past two years 

By Marc Jones 
LONDON, Jan 8 (Reuters) - Fitch could cut 

China's A+ credit rating or stable outlook if 
Beijing reverts to the kind of debt-fuelled 
stimulus programmes it has used in the past, 
the firm's top sovereign analyst said. 

China has pledged not to resort to massive 
stimulus to counter the effects of its trade war 

with the United States, but a fifth cut to banks' 

reserve requirements last week following some 

dire data has fanned speculation that it still 
could. 
Fitch's head sovereign analyst James 
McCormack said his firm still expected Beijing 
to keep its pledge and stick to tackling high 
levels of corporate debt, but underscored the 
risks to the rating if authorities did reach for 
the stimulus levers.  

"If the policy response to slowing growth was 
similar to what we saw around the time of the 
global financial crisis, then that would cause us 
to look again at the rating," McCormack told 
Reuters. "Because we think that would increase 
macroeconomic imbalances in China when debt 
levels in the corporate sector are already high." 

All of the big three rating agencies Fitch, S&P 
Global and Moody's have "stable" outlooks on 
their equivalent A+/A1 China ratings, but Fitch is 
the only one not to have cut its rating in the last 
couple of years.  
China's response to the global financial crisis 
was not so much on-budget fiscal stimulus or 

interest rate cuts, but rather off-budget debt-
funded spending by state-owned firms or local 
government financing vehicles, McCormack said. 
Those would be those kind of measures that 
could trigger a cut but "it isn’t what we expect to 
happen (now)", he added.  

"This time, we expect more on-budget policy 
measures such as tax cuts, which are already 

happening, and spending increases – if there are 
any – to be directly funded by (central) 
government." 
Fitch said in its last formal review of China's 
rating in early December that its expects China's 

growth to slow to 6.1 percent this and next year 
from 6.6 percent in 2018. 
 
(Reporting by Marc Jones; 
Editing by Alison Williams) 
(( 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.  
 
 

China and slow growth may keep the 

punchbowl brimming  

11-Jan-2019  
• China easing means 2019 will see 
more liquidity in than out 
• Question is whether other central 
banks will follow suit 

• Most policymakers tightening but 
growth fears are mounting 
• Investors say markets still badly 
prepared for tightening 

By Tommy Wilkes 
LONDON, Jan 11 (Reuters) - It was meant to be 

the first year in nearly a decade that the 
world's central banks took more cash out of 
markets than they pumped in. Instead, China 
-- and slowing growth elsewhere -- may 
ensure yet another year of positive liquidity 
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flows.  

It will still be a momentous year for markets 

hooked on cheap money provided by the U.S. 

Federal Reserve and its counterparts in the euro 
zone, Britain, Japan and elsewhere. Those four 
central banks are expected to cut the size of 
their balance sheets by more than $200 billion. 
But China, which last week cut reserve 

requirement ratios for its banks by 100 basis 
points, has upended expectations that aggregate 
global liquidity from central banks will be 
negative for the first time since 2011. 
Its easing means more money will still be going 
into markets this year from central banks than 
coming out, said Steve Donzé, senior macro 

strategist at Pictet Asset Management. 
Donzé had predicted last August that global 

liquidity worth a net $100 billion would be 
removed in 2019. Now he expects $140 billion to 
be added instead -- thanks to Chinese 
authorities' scramble to support their slowing 
economy. 

"We had expected the PBOC (People's Bank of 
China) to ease more last year, but China is 
slowing more rapidly than elsewhere in the 
world," Donzé said. "The direction of travel is 
now very clear." 
DELICATE CHINA  
China's reserve ratio cut was the fifth in a 
year but the largest, estimated to free the 
equivalent of around $116 billion for lending. 
Taken together, the five cuts ensure more 
than 3 trillion yuan ($439 billion) in liquidity, 
ratings agency S&P estimated. 

But could it be that China won't be alone in 
blinking at signs of economic weakness? 
The ECB ended its three-year-long stimulus 

programme at the end of last year. The Fed has 
been rolling $50 billion worth of bonds off its 
balance sheets every month since October.  
But investors -- and possibly central bankers -- 
are growing worried about signs of economic 
slowdown, particularly in China but also in the 
United States and the euro zone, sending most 

equity markets into the red.  
Growing numbers of investors now reckon a 
further slump could stay central bankers' hand, 

forcing the Fed to slow balance sheet reduction 
and the ECB to resume stimulus.  
Fed Chairman Jerome Powell said last week the 
bank was "listening" to markets. Minutes from 

its last meeting show policymakers open to 
tweaking the balance-sheet reduction plan. 
The ECB has discussed revisiting a programme 
providing cheap multi-year loans to banks, 
according to minutes from its December 
meeting. 

"NO LONGER THERE" 
Powell's comments underline the catch-22 facing 
policymakers: they want to wean markets off 
cheap cash, but in the process they risk 

undermining the asset markets they themselves 
have pumped up with easy money. 
Years of unprecedented stimulus have fuelled 

what some consider an unsustainable bull 
market for stocks and record demand for even 
low-rated bonds.  

So despite Chinese easing, markets are likely to 

remain vulnerable to tighter liquidity elsewhere. 

The net addition to liquidity in 2019 is forecast 
by analysts to be around 5 percent of the 
amount central banks pumped in as recently as 
2017. 
That's true of developed as well as emerging 
markets. Consultancy CrossBorder Capital points 

out that 80 percent of central banks globally are 
in policy-tightening mode. 
Bob Michele, chief investment officer of fixed 
income at JP Morgan Asset Management, 
estimates the quarterly run rate of stimulus now 
stands at minus $90 billion, down from a net 

$500 billion in 2017.  
"Now we have to get used to it not being there, 
not having half a trillion dollars a quarter 

backstopping the market," he told Reuters.  
Pictet's Donzé reckons stock price-to-earnings 
multiples have a further 5 to 10 percent to fall, 
as central banks withdraw cash and the real 

economy and business investment also start to 
hurt.  
The question now is whether policymakers will 
row back on liquidity withdrawal plans. Central 
banks may be at an inflection point, Donzé 
reckons.  
"You could envisage a scenario where the U.S. 

pauses both its balance sheet reduction and rate 
increases," he said.  
 
(Additional reporting by Virginia Furness; editing by 
Sujata Rao, Larry King) 
(( thomas.wilkes@tr.com ; Reuters Messaging: 
thomas.wilkes.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

India central bank accountable to 

government 

10-Jan-2019  

By Aftab Ahmed and Manoj Kumar 
NEW DELHI, Jan 10 (Reuters) - The Reserve 

Bank of India is accountable to the 
government and should make policies within 
the framework set by the government, 
according to a former central bank chief now 
heading a panel tasked with framing 
guidelines for the transfer of the RBI's surplus 
funds to the government. 

Bimal Jalan, the 77-year-old ex-bureaucrat, was 

appointed to chair the panel late last month, just 
weeks after a fierce row over central bank 
independence led to a change at the top of the 
RBI. 
Having clashed with the government over policy 
issues for several months, Urjit Patel resigned as 
governor on Dec. 10, and was swiftly replaced 

by a former finance ministry official, Shaktikanta 
Das. 
One of the most contentious issues between the 
RBI and Prime Minister Narendra Modi's 
government was how much of the profit made 
from central bank's trading in bonds and 
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currencies should be transferred to the 

government, and how much should be retained 

to build up reserves. 
Modi faces an election by May and his 
government is urgently seeking extra funds to 
finance populist measures like financial aid to 
farmers and tax cuts for small businesses and 
the middle class. 

Speaking to Reuters, Jalan, who was the RBI's 
governor between 1997 to 2003, declined to 
comment on his committee's recommendations, 
but he set out his view on the relationship 
between the government and the central bank. 
"The RBI is accountable to the government for 
executing the kind of monetary policy that has 

been announced," Jalan said in his first 
interview since being appointed chairman of 
the six-member Expert Committee on 
Economic Capital Framework.  

"There may be differences of views between the 
autonomous institution and the government. In 
this case, the government should take a larger 
view depending on what the political situation is, 
what is actually happening on the ground. 

"On the other hand, the autonomous institution 
has to deliver the services that the government 
has approved as part of policy framework." 
Jalan went on to voice hope that differences with 
the government would be settled, now that the 
central bank was under new management.  

"Now we have a new RBI governor who is from 
the government," Jalan said. "I hope the RBI will 

work well under his leadership. Differences in 
views are fine, but these have to be resolved 
internally in the country’s interest." 
The RBI said it had no immediate comment on 
Jalan's remarks. 

Soon after taking office on Dec. 12, Das said he 
would consult more closely with the government 
on policy issues. 
Under Das, the central bank is likely to transfer 
an interim dividend of 300-400 billion rupees 
($4.32 billion-$5.8 billion) to the government by 
March, Reuters reported earlier this week citing 

three sources with direct knowledge of the 
matter. 
Das has also struck a dovish tone on prospects 

for inflation and the economy, hinting that the 
RBI might adopt a more growth-friendly 
monetary framework under his watch, as desired 

by the government. 
The government also wants the RBI to release 
more liquidity to the shadow banking sector and 
relax its provisioning norms for banks. 
Das has said the RBI was open to infusing 
"need-based" liquidity into the financial system, 
noting that the shadow banking sector was 

facing a funding crunch. 
 
(Editing by Krishna N. Das & Simon Cameron-Moore) 
(( Krishna.Das@tr.com ; +91-98711-18314, +91 11 
4954 8026; Reuters Messaging: 
Krishna.Das.thomsonreuters.com@reuters.net , 
Twitter: https://twitter.com/krishnadas56 )) 
(c) Copyright Thomson Reuters 2019.  
 

 

India’s Fiscal Position A Concern, Bond 

Yields May Rise    

11-Jan-2019  
By Dharam Dhutia 

NewsRise 
MUMBAI (Jan 11) -- New Delhi’s commitment 

to its budgeted fiscal deficit, which is being 
tested in an election year, is a key concern for 
foreign investors and a farm stimulus will 
boost its cost of borrowing in the coming 
months, an analyst at Schroder Investment 
Management said. 
“The farm loan waiver will weaken the fiscal 
picture likely pushing bond yields higher over 

the coming months,” Jigar Gandhi, India 
investment specialist, told NewsRise. “We 

estimate that shall widen the deficit to levels 
well in excess of 3%.” 
India’s Prime Minister Narendra Modi led 
Bharatiya Janata Party faces a resurgent 

opposition Congress part that won elections in 
three provinces last month. Several analysts 
expect the Modi government to announce a relief 
package for farmers ahead of the general 
elections due by May, likely risking a miss of the 
fiscal deficit target of 3.3% of gross domestic 
product for this financial year. 

Still, Indian bond yield curve offers attractive 
opportunities for investors, Gandhi said. 
“The shorter end of the curve may see more 

interest compared to the longer end,” he said. 
“Due to the 10-year benchmark bond enjoying 
liquidity far higher than any other bond, there is 
likely to be interest in this bond as well.” 

Investments in Indian debt may also be helped 
by gains in the local currency, according to 
Schroders. 
“Going into 2019, we expect the USD strength to 
wane, easing pressure on Asian currencies. This 
is especially true for India, Indonesia and the 

Philippines, that have struggled the most in 
2018.” 
India’s benchmark 10-year bond yield was at 
7.46%, up nine basis points this month. A new 
10-year bond being auctioned today is likely to 

be sold at around 7.30%. The Indian rupee was 
at 70.47 to dollar, down 0.9% in January. 

 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Government Bonds Little 

Changed Ahead Of New 10-Yr Cutoff  

11-Jan-2019  

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

were little changed in afternoon session, as 
traders awaited the outcome of central bank’s 
weekly debt sale that includes a new 10-year 
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note.  

The benchmark 7.17% bond maturing in 2028 

was unchanged at 98.02 rupees, yielding 7.48%, 

at 1:00 p.m. 
“Market participants expect the coupon on the 
new 10-year to be around 7.30%, and due to 
that, there is a sense of optimism in the bond 
market,” a trader with a state-run bank said. 

“The movement in bond prices is expected to be 
rangebound until the auction outcome as oil and 
fiscal worries prevail.” 
India’s federal government will sell four 
bonds today, including 40 billion rupees of the 
new 10-year note, which is likely to become 
the benchmark bond in coming days. The note 
was bid at 7.25% yield in the 'when issued' 
segment of the bond trading platform. 

Investors are cautious amid speculations that 
New Delhi may announce a package for farm 
sector ahead of the general elections due by 
May. 
India aims to narrow fiscal deficit to 3.3% of 
gross domestic product this financial year that 
ends Mar. 31. Traders expect the deficit target 

to be missed, but do not expect additional 
market borrowing by the government in this 
financial year. 
Meanwhile, crude oil prices continued to rise 
amid supply cuts, with the benchmark Brent 
crude oil contract rising for the ninth straight 
session. 

The benchmark Brent crude oil contract rose to 

$61.91 per barrel overnight, highest since Dec. 
13, but came off to trade at $61.65 today. India 
imports 80% of its crude oil requirements. 
The recent fall in the Brent crude oil price to 
below $50 per barrel and below-target inflation 

prints had boosted bets for monetary easing in 
India.  
Bond investors await India’s retail inflation print 
for the month of December due to be released 
on Jan. 14. A Reuters poll pegs inflation likely 
cooled to 2.20% in December against 2.33% in 
November.  

Traders expects the monetary policy committee 
to change its policy stance to neutral in February 
which may be followed by a rate cut in coming 

months. 
India’s interim budget is likely on Feb. 1, 
followed by the monetary policy decision on Feb. 
7. 

 
- By Neha Dubey; neha.dubey@newsrise.org; 022-
6135 3309 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Israel 

Israel met 2.9 pct/GDP 2018 budget 

deficit target 

06-Jan-2019  
JERUSALEM, Jan 6 (Reuters) - Israel met its 

budget deficit target of 2.9 percent of gross 
domestic product for 2018, Finance Minister 

Moshe Kahlon said on Sunday. 

Kahlon has said consistently the government 
would not break the budget, despite data in 
recent months showing the deficit could breach 
the 2.9 percent target in 2018. 
"The Finance Ministry met the target," he said in 
a speech. 

The government has set the same deficit target 
for 2019. 
Data in October showed the deficit over the prior 
12 months jumping to 3.6 percent of GDP, 
raising concerns of a loosening of fiscal policy. 
Official data on the budget deficit is slated to be 
published later this month. 

 
(Reporting by Ari Rabinovitch 
Editing by Steven Scheer) 
(( ari.rabinovitch@thomsonreuters.com ; +972-2-632-
2202; Reuters Messaging: 
ari.rabinovitch@thomsonreuters.com @reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Israel trims 2019 growth estimate, 

sees higher than target budget deficit  

08-Jan-2019  
JERUSALEM, Jan 8 (Reuters) - Israel's Finance 

Ministry on Tuesday lowered its estimate for 
economic growth in 2019 to 3.1 percent from 
3.4 percent, citing adjustments to exports, 
investment and private spending. 

The Finance Ministry's forecast is below a 3.4 

percent growth estimate by the Bank of Israel, 
which reduced its projection from 3.6 percent on 
Monday. Growth was a preliminary 3.2 percent 
in 2018. 
The ministry also said that at this stage, the 
difference between the state's income and 
spending forecast indicate a budget deficit of 3.5 

percent of gross domestic product, versus a 
target of 2.9 percent of GDP. 
But it said it was promoting structural steps 
aimed at reducing the deficit to 3.4 percent of 
GDP or below. 
 
(Reporting by Steven Scheer; Editing by Tova Cohen) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 

2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Israel to sell 10, 30-year euro 

denominated bonds this week  

09-Jan-2019  

JERUSALEM, Jan 9 (Reuters) - Israel's Finance 

Ministry said on Wednesday it would launch a 
dual-tranche issue of 10- and 30-year euro-
denominated bonds after a two-day road 
show in Europe. 

The ministry did not offer further details on the 
timing or size of the offering but it likely will be 
later on Wednesday or Thursday. 

Israel typically taps international debt markets 
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each year, alternating between dollar and euro-

denominated offerings. 

A year ago, it sold $1 billion of 10-year bonds at 
75 basis points over comparable U.S. Treasuries, 
and $1 billion of 30-year bonds at 125 basis 
points over Treasuries. In January 2017, it sold 
a total of 2.25 billion euros of 10- and 20-year 
bonds. 

The road shows were held in London, Munich, 
Frankfurt and Paris. Goldman Sachs, Barclays 
and BNP Paribas are joint lead managers and 
underwriters for the offering. 
 
(Reporting by Steven Scheer) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Israel raises record 2.5 billion euro in 

bond sale  

09-Jan-2019  
JERUSALEM, Jan 9 (Reuters) - Israel's Finance 

Ministry said on Wednesday it sold 2.5 billion 
euros in a dual-tranche issue split evenly 
between 10- and 30-year bonds, a record high 
for Israel on international markets. 

The offering in London of euro-denominated 
bonds followed a two-day road show in Europe. 
Demand reached 15 billion euros, the ministry 

said. 

The 1.25 billion euros of 10-year bonds will pay 
75 basis points above midswaps, while the same 
amount of 30-year old bonds will pay 115 basis 
points above midswaps. 
"The success of the offering, as reflected in 
the high demand and low margins, stems from 
the strength of the Israeli economy, which led 
to an increase in Israel's credit rating last 

summer," said Accountant General Rony 
Hizkiyahu. 

About 300 investors from 30 countries, including 
Great Britain, Germany and France, took part. It 
was Israel's seventh euro-denominated bond 
offering. 

Israel typically taps international debt markets 
each year, alternating between dollar and euro-

denominated offerings. 
On Sunday, the ministry said Israel met its 
budget deficit target of 2.9 percent of gross 
domestic product. Last August, Standard & 
Poor's raised Israel's sovereign credit rating to 
'AA-' from 'A+'. 
A year ago, it sold $1 billion of 10-year bonds at 

75 basis points over comparable U.S. Treasuries, 
and $1 billion of 30-year bonds at 125 basis 
points over Treasuries. In January 2017, it sold 
a total of 2.25 billion euros of 10- and 20-year 
bonds. 

The road shows were held in London, Munich, 

Frankfurt and Paris. Goldman Sachs, Barclays 
and BNP Paribas are joint lead managers and 
underwriters for the offering. 
 
(Reporting by Steven Scheer; Editing by Hugh Lawson) 

(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2019. 

 
 

Lebanon 

Lebanon preparing public debt reform 

plan, assures on Eurobonds  

10-Jan-2019  
By Tom Perry and Laila Bassam 
BEIRUT, Jan 10 (Reuters) - Lebanon is studying 

ways to manage its public debt and its 
structure as part of plans for public finance 
reform, the finance minister told Reuters on 
Thursday, after he was cited saying the plan 

included restructuring of public debt. 

Ali Hassan Khalil's remarks to al-Akhbar 
newspaper about debt restructuring sparked a 
heavy sell-off in Lebanon's dollar-denominated 
debt. Some issues dropped more than 2 cents in 
the dollar to trade at their weakest in weeks. 
Khalil told the paper his ministry was "preparing 

a financial correction plan including restructuring 
of public debt" which was needed to spare 
Lebanon "dramatic developments".  
"The public debt cannot continue in this way," he 
said. Details of the plan had not been revealed 
to anyone, he added. 
Lebanon has one of the largest public debt-to-
GDP ratio in the world at around 150 percent 

and has suffered from years of low economic 
growth. 

Asked about the report, Khalil told Reuters the 
plan was "part of a reform project" for the public 
finances, starting with measures set out at a 
Paris donors' conference last year where 
Lebanon vowed to bring down its deficit. 

"It is a voluntary financial correction plan being 
prepared in the ministry to avoid anything worse 
happening," he said. No steps had yet been 
taken and the aim was to have the plan ready 
for when a new government is formed, he said. 
He told Reuters Lebanon was committed to its 

Eurobond issuances and those that hold them, 

and that it would not violate any of their terms.  
He said "ideas for the management of the debt 
and its structure are still under study". He did 
not refer to debt restructuring. 
PATIENCE RUNNING OUT 
More than eight months since an election, 
political leaders have still not been able to 
agree a new government that could set about 

reforms to boost confidence. 

The International Monetary Fund urged Lebanon 
in June to carry out "an immediate and 
substantial fiscal adjustment" to improve debt 
sustainability. 
Fitch and Moodys both last month revised the 

outlook on Lebanon to negative from stable. 

Lebanon's dollar-denominated debt tumbled in 
early trading. 
Some issues - such as the 2020 and the 2025 
bond dropped more than 2 cents in the dollar. 
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The yields in the 2020 bond spiked to as much 

as 13.3 percent. 

Khalil, a top figure in the Amal Movement led by 
Parliament Speaker Nabih Berri, has recently 
become more vocal in his warnings about the 
economy. Last month, he said Lebanon was in 
an economic crisis that had started to turn into a 
financial one which he hoped would not become 

a monetary one. 
Khalil has held the post of finance minister since 
2014 and is expected to retain the position in 
the new government. A deal on forming the new 
cabinet to be led by Saad al-Hariri appeared 
close last month but the last obstacle was not 

resolved. 
Anthony Simond, Investment Manager in 
Emerging Market Debt at Aberdeen Standard 

Investments, said the finance ministry, like the 
central bank last year, appeared to be trying to 
put pressure on politicians to agree the new 
government. 

"It does feel that the different actors who have 
kept this show on the road - the central bank 
and to some extent the ministry of finance - 
probably their patience is coming to an end, and 
they realise the external environment isn't very 
strong," he said. 
Lebanon would not need to restructure debt in 

the next 12 months, he said. "The central 
bank has sufficient reserves to pay for the 
upcoming maturities. But in the long-term 
their debt is unsustainable," he said. 

Goldman Sachs, in a Jan. 4 analysis on Lebanon, 
said it maintained its view that its financial 
system likely has enough foreign exchange 
liquidity to finance its deficits under current 
circumstances for the next couple of years.  

It said investors were increasingly turning their 
attention to the question of debt recovery value 
in what it described as the still unlikely event of 
a restructuring of Lebanon's sovereign debt. 
 
(Additional reporting by Karin Strohecker in London; 
Writing by Tom Perry; Editing by Toby Chopra and Jon 
Boyle) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Pakistan 

Pakistan trade deficit narrows in July-

December 2018  

10-Jan-2019  
ISLAMABAD, Jan 10 (Reuters) - Pakistan's 

trade deficit in July-December, the first half of 
the fiscal year, narrowed by 5 percent from 
the same period in 2017, helped by efforts to 
curb imports and ward off a looming balance 
of payments crisis, the finance ministry said 
on Thursday. 

The trade deficit fell 5 percent to $16.8 billion, 
from $17.7 billion in July-December 2017, with 
imports down 2 percent to $28 billion from 
$28.7 billion and exports up more than 2 

percent in the same July-December period, the 

ministry said. 

In the month of December 2018, imports fell by 
more than 12 percent to $4.3 billion from $4.9 
billion in the same month a year earlier, while 
exports rose 5.5 percent.  
"Data indicates that the import compression 
measures taken in the supplementary Finance 

Act 2018 have firmly taken hold and are now 
effectively curtailing imports as per policy 
regime of the government," it said in a 
statement. 
It said the narrowing in the deficit "augurs well 
for the overall balance of payments in the 

country". 
The government of Prime Minister Imran Khan 
came to power in August last year, facing an 
immediate balance of payments squeeze that 
forced it to seek billions of dollars in foreign 
loans and take steps to bring down its current 
account deficit estimated at 5.8 percent of 
GDP. 

It imposed a series of regulatory duties on a 
number of items to slow imports. At the same 

time, repeated devaluations saw the Pakistani 
rupee lose around a quarter of its value against 
the dollar since the end of 2017. 
The trade balance has also benefited from a fall 
in global oil prices which has eased pressure on 
Pakistan, a net energy importer. 
Islamabad is currently engaged in discussions 

with the International Monetary Fund over a 

possible bailout although a visit by an IMF team 
in November ended only with an agreement to 
keep talking. 
However the government has agreed a $6 billion 
package with Saudi Arabia in mixed loans and oil 

payment deferrals and a similar package with 
the United Arab Emirates. China has also been 
reported to have agreed to lend Pakistan $2 
billion to help shore up the currency. 
 
(Reporting by James Mackenzie, Editing by William 
Maclean) 
(( james.mackenzie@thomsonreuters.com ; +92 300 
8566 702 ; Reuters Messaging: Reuters Messaging 
james.mackenzie.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Philippines 

Fitch Rates Philippines' USD Bond 

'BBB(EXP)'  

07-Jan-2019  
Fitch Ratings-Hong Kong-January 07: Fitch 

Ratings has assigned the Philippines' 
forthcoming US dollar-denominated bond an 
expected rating of 'BBB(EXP)'. 

KEY RATING DRIVERS 
The expected rating is in line with the 

Philippines' Long-Term Foreign-Currency Issuer 

Default Rating (IDR) of 'BBB' with a Stable 
Outlook. 
RATING SENSITIVITIES 
The rating would be sensitive to any changes in 
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the Philippines' Long-Term Foreign-Currency 

IDR. 

In December 2018, Fitch affirmed the 
Philippines' Long-Term Foreign- and Local-
Currency IDRs at 'BBB' with a Stable Outlook. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Strong demand for Philippine global 

bond issue signals confidence  

08-Jan-2019  
• 10-year bonds fetch 3.75 pct coupon 
rate 

• Demand for the $1.5 bln issue reached 
$4 bln  
• Govt cheers 'deepening investor 
confidence' 

MANILA, Jan 8 (Reuters) - The Philippine 

government became the first in Asia to tap the 
global debt market in the new year, raising 
$1.5 billion in 10-year U.S. dollar bonds to 
help fund its 2019 spending plan. 

The offering, also 2019's first for an emerging 

market, attracted $4 billion in demand and 
signals investor confidence in the Southeast 
Asian economy, National Treasurer Rosalia de 
Leon told Reuters. 
The bonds, launched on Monday, carry a coupon 

of 3.75 percent and were priced at spread of US 
Treasurys plus 110 basis points, below guidance 

of plus 130 basis points amid strong demand, 
she said. 
The issue "demonstrates strong conviction 
from the global investor community" on the 
Philippines' economic fundamentals and the 
depth of the country's investor outreach, de 
Leon said in a statement. 

Global investors across Asia, the United States 
and Europe took part in the bond issue, which 

was rated 'Baa2' by Moody's and 'BBB' by both 
Standard & Poor's and Fitch Ratings. 
Bank of China, JP Morgan and Standard 
Chartered Bank acted as joint global 

coordinators for the transaction, while Citigroup, 
Credit Suisse, Goldman Sachs and UBS were 

joint bookrunners. 
The Philippines, one of Asia's most active 
sovereign bond issuers, is raising funds to 
support the budget as President Rodrigo 
Duterte's administration boosts infrastructure 
spending. 

Manila's borrowing plan includes samurai and 
panda bond offerings this year or in 2020. It is 
also exploring a first sterling bond sale. 

 
(Reporting by Enrico dela Cruz and Karen Lema; 
Editing by Jacqueline Wong and Richard Borsuk) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Saudi Arabia 

Saudi Arabia's new $7.5 billion bonds 

trade up at market opening  

10-Jan-2019  
DUBAI, Jan 10 (Reuters) - Saudi Arabia’s newly 

issued international bonds are up 1 point in 
early trade, fund managers said, in a further 
sign of investor appetite for the paper. 

Saudi Arabia sold on Wednesday a $4 billion 
bond due in 2029 and a $3.5 billion bond due in 
2050. It attracted over $27 billion in demand for 

the issuance. 
The debt sale was the first test of international 
bond market sentiment since the kingdom came 

under intense scrutiny in October from foreign 
governments and investors over the murder of 
journalist Jamal Khashoggi. 

 
(Reporting by Davide Barbuscia; Editing by Tom 
Arnold) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Saudi’s sunny debt offer belies 

gathering clouds  

10-Jan-2019  
The author is a Reuters Breakingviews 
columnist. The opinions expressed are his own. 
By George Hay 
LONDON, Jan 10 (Reuters Breakingviews) - So 

much for Jamal Khashoggi. That’s the implied 
message from Saudi Arabia’s latest bond 

offering, which saw investors clamouring to 
buy $7.5 billion of 10 and 30-year dollar-
denominated debt despite international 
outrage over Saudi involvement in the death 

of the prominent journalist. Yet the longer 
Riyadh’s debt gets in maturity, the more 
nervous investors seem to feel. That’s a bad sign 
for the kingdom. 

Were investors genuinely concerned that the 

Khashoggi affair would lead to Saudi Arabia 
facing U.S. sanctions and questions over Crown 
Prince Mohammed bin Salman leadership, you'd 
think it would filter through to its cost of 
borrowing. Yet the first Saudi debt issue since 
the murder was four times oversubscribed. The 

$3.5 billion tranche maturing in 2050 was also 
priced to yield 230 bps more than comparable 
U.S. Treasuries, not far off where a similar issue 
was priced last April.  
Still, investors are not uber-complacent about 
Saudi credit. Moody’s gives an A1 rating to the 
kingdom’s debt, but a 230 bps spread is more 
in line with the likes of Colombia, rated four 
notches below at Baa2. Spreads on shorter 

maturity Saudi debt imply a higher rating than 
its longer-maturity debt – a sign that 
investors think the longer-term outlook is less 
rosy. 

Put the Khashoggi affair to one side, and one 
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can see why. Saudi’s budget deficit target of 4.2 

percent of GDP in 2019 presupposes an oil price 

over $80 a barrel. Even after a jump on Jan. 9 
prompted by Saudi pledges to cut output, Brent 
crude is still only around $60 a barrel. If it 
slumps back to $55 the deficit would soar 
towards 10 percent, Capital Economics reckons.  
Foreign currency reserves of around $500 billion 

mean this doesn’t matter much in the next 
decade. But by 2050 these could have been 
spent and oil demand could have peaked due to 
climate change, cratering prices. Saudi’s Vision 

2030 strategy hinges on hiking foreign direct 
investment far beyond its current level below 
one percent of GDP and creating a thriving 

domestic private sector. Even if the Khashoggi 

fallout looks minimal in the short-term, longer-

term it could mean that foreign investors steer 
clear, Saudi doesn’t fulfil its reform agenda, and 
those who just lent it 30-year money take heavy 
losses. 
CONTEXT NEWS 

- Saudi Arabia on Jan. 9 priced a $4 billion bond 
due to mature in April 2029 at 175 basis points 
over U.S. Treasuries and a $3.5 billion bond due 
to mature in January 2050 at a spread of 230 
bps, IFR reported on Jan. 9. 
- That compares with initial price talk in the area 
of 200 bps and 250 bps respectively. 

- Investors placed orders exceeding $27 billion 
for the bonds, with a preference for the shorter-
dated tranche. 

- The issue was arranged by BNP Paribas, 
Citigroup, HSBC, JPMorgan and NCB Capital 
Company. 
- Saudi Arabia is rated A1 by Moody's, A-plus by 

Fitch and A-minus by Standard & Poor’s. 
- The kingdom's Energy Minister Khalid al-Falih 
said on Jan. 9 he was confident that action to 
rein in output would bring the oil market into 
balance. Khalid al-Falih also said he would not 
rule out calling for further action. 

- Brent crude prices rose over 4 percent on Jan. 
9 to above $61 per barrel. As of 0850 GMT on 
Jan. 10 they were trading at $60.70 a barrel.  
 
(Editing by Neil Unmack and Karen Kwok) 
(( george.hay@thomsonreuters.com ; Reuters 
Messaging: 
george.hay.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Looking past Khashoggi, investors 

flock to Saudi Arabia bond sale  

10-Jan-2019  
• Saudi Arabia raises $7.5 billion in 
2029, 2050 bonds 
• Finance ministry says order book 
reached $27.5 billion 

• Deal was seen as test of international 
market sentiment 
• Improved market conditions helped 
"opportunistic" sale 

Recasts with confirmation of allocation statistics 
By Davide Barbuscia 
DUBAI, Jan 9 (Reuters) - Foreign investors 

flocked to buy Saudi Arabia's first dollar 
bonds since Jamal Khashoggi's death, in a 

clear vote of market confidence after the 
country's reputation was damaged over the 

journalist's murder. 
The finance ministry in Riyadh said on Thursday 
the order book for the $7.5 billion sale of longer-
term debt sale peaked at $27.5 billion, with final 
pricing only a few basis points above 

corresponding secondary market yields. 
Almost all the paper was bought by foreign 
investors, with U.S.-based buyers in particular 
snapping up 40 percent of the bond due in 2029 
and 45 percent of the note due in 2050. Middle 
East buyers only got 3 percent and 2 percent of 
the two issues, respectively. 

Riyadh's stock among investors took a hit with 

the killing of Khashoggi in the Saudi consulate in 
Istanbul in October, for which a definitive 
explanation has yet to emerge, and as the 
humanitarian consequences of its war in Yemen 
have become clearer. 
But this week's sale coincided with improved 

conditions across emerging markets, with yields 
compressing over the past few weeks, and 
Timothy Ash, senior emerging markets strategist 
at Bluebay Asset Management, on Wednesday 
called it "opportunistic". 
A second analyst said the impact of the 
Khashoggi case was fading. 

SHRINKING YIELD PREMIUM 
Hit by slumping oil prices, Saudi Arabia has 
become one of the biggest emerging market 
issuers, having sold $52 billion in 
international bonds since its debut in 2016. It 
plans to boost borrowing this year, along with 
state spending. 

It started marketing the bonds at around 40 
basis points above its existing curve, but 

spreads were progressively tightened and final 
pricing on the $4 billion 2029 tranche was 
around 15-20 bps above and +25 bps on the 
$3.5 billion 2050 tranche. 
"Timing-wise this is great, because risky assets 
are in vogue – 2019 went off like crazy and 

investors want to put their money to work," 
Philipp Good, chief executive and head of 

portfolio management at Fisch Asset 
Management, said on Wednesday. 
Sergey Dergachev, functional head of EM 
corporate debt and senior portfolio manager at 
Germany-based Union Investment, said he 

thought investors had relegated the Khashoggi 
case to the background, "especially since some 
significant government reshuffling two weeks 
ago." 
The sale - arranged by BNP Paribas, Citi, HSBC, 
JPMorgan and NCB Capital - was also the first 
this year by a Gulf borrower, and comes as 

crude prices recover. 
Top oil exporter Saudi Arabia announced a slight 

rise in its crude oil reserves on Wednesday after 
they were independently audited. 
"When you issue first or among (the) first in 
early January ...investors have cash balances to 

be put to work," Dergachev added. 
Saudi's public debt amounted to 560 billion 
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riyals ($150 billion) or 19.1 percent of GDP in 

2018, and the budget forecasts a rise to 678 

billion riyals or 21.7 pct of GDP this year. 
The country is rated A1 by Moody's and A+ by 
Fitch. 
 
($1 = 3.7511 riyals) 
(Reporting by Davide Barbuscia; Editing by John 
Stonestreet) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Korea 

Bonds issuance-2018 tally S. Korea's 

debt sales rise in 2018 

11-Jan-2019  
SEOUL, Jan. 11 (Yonhap) -- The total amount 

of debt sold in South Korea rose last year on 
the back of a surge in corporate bonds and 
bank debentures, data showed Friday. 

The combined bonds issued in 2018 totaled 
630.3 trillion won (US$564.53 billion), up 2.8 

percent from the previous year, according to the 
data by the Korea Financial Investment 
Association (KOFIA). 
The increase was led by a surge in the sales of 
corporate bonds, which spiked 24.4 percent on-

year to 79.6 trillion won. Bank debentures 
floated last year surged 11.2 percent to 191 

trillion won, the data showed. 
But the amount of state bonds issued last year 
fell 6.7 percent on-year to 114.9 trillion won, 
and the so-called monetary stabilization bonds 
decreased 2.32 percent to 159.9 trillion won. 
"Growing corporate demand for funds ahead of 
an interest rate hike and soaring household 

debt, among others, appear to have caused the 
surge in bond issuance in 2018," the KOFIA said 
in a release. 
 
graceoh@yna.co.kr 
Copyright (c) 2019 Yonhap News Agency 
 
 

Sri Lanka 

Sri Lanka seeks to lower IMF fiscal 

targets after political crisis  

10-Jan-2019  
• Sri Lanka to renegotiate with IMF on 
fiscal targets 
• Budget deficit to be near 5 pct this 
year - junior finmin  
• Presidential poll to be held this year, 
parliament polls 2020 
• Populist policy measures on the cards 
ahead of polls  

By Shihar Aneez 
COLOMBO, Jan 7 (Reuters) - Sri Lanka will ask 

the IMF to ease its 2019 budget deficit target 
of 3.9 percent under a $1.5 billion loan 

programme, to give the economy more time to 
recover from a political crisis, a senior finance 

ministry official said on Thursday. 

Investor confidence took a hit when President 
Maithripala Sirisena abruptly sacked Prime 
Minister Ranil Wickremesinghe in October and 
replaced him with pro-China strongman Mahinda 
Rajapaksa.  
The country's top court ruled the ouster was 

illegal and Wickremesinghe was restored to 
power in December - but the seven-week-long 
crisis hurt the rupee and drove sovereign bonds 
yields higher, straining government finances.  
Finance Minister Mangala Samaraweera and 
central bank governor Indrajit Coomaraswamy 
will push the IMF during meetings in Washington 

next week to continue the loan disbursal 

programme under a revised deficit target, 
officials said. 
"They will renegotiate and ask to revise the 
targets from the IMF to continue the 

programme," the senior finance ministry official 
told Reuters, asking not to be named.  

The official did not comment on the new target 
they wanted - but the government's own 
forecast is for a budget deficit of 4.8 percent of 
GDP in 2019, significantly bigger than the 3.9 
percent originally agreed with the IMF. 
There was no immediate comment from the IMF. 
On Tuesday, junior finance minister Eran 

Wickremeratne did not comment on the specifics 
of the upcoming meetings with the IMF but 

acknowledged to Reuters that the deficit targets 
needed to be reexamined "as we need to be 
realistic". 
Wickremeratne said the budget deficit for 
2018 would be around 5 percent of GDP, 

higher than the target of 4.8 percent. 
He added that Sri Lanka would have to pay an 
additional $125 million due to a rise of nearly 
2 percent in the yields of international 
sovereign bonds during the two months after 
Wickremesinghe's removal. 

Elections for a new president this year and for 
parliament in 2020 will also make it difficult for 
the country to carry out tight fiscal and 
monetary policies as opposition leader 

Rajapaksa steps up campaigning, experts said. 
"Given the populist pressure from Rajapaksa and 
looming parliamentary and presidential 
elections, the government will find it difficult to 
increase revenue and control spending," said 
Sasha Riser-Kositsky, Eurasia Group's analyst.  

The island nation has to repay a record $5.9 
billion foreign debt this year. Foreign outflows 
from government securities crossed $1 billion 
last year and the rupee fell 19 percent.  
"We do think that overall the budget targets are 
overly ambitious," said Christina Iacovides, 
assistant economist at Capital Economics.  

"We also doubt that the targets for government 
revenue and expenditure will be met. Overall, 

we think the economy will struggle for 
momentum, especially as fiscal tightening is 
expected to drag on."  
 
(Reporting by Shihar Aneez; Editing by Sanjeev 
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Miglani and Andrew Heavens) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 

(c) Copyright Thomson Reuters 2019. 
 
 

Thailand 

Thailand approves slightly larger 

budget for next fiscal year  

08-Jan-2019  
BANGKOK, Jan 8 (Reuters) - Thailand's cabinet 

approved on Tuesday a budget of 3.2 trillion 
baht ($99.75 billion) for the fiscal year that 
will begin on Oct. 1, slightly higher than the 
current year's 3 trillion baht budget.  

In a statement, the cabinet said the budget for 

the next fiscal year would have a deficit of 450 
billion baht or 2.4 percent of gross domestic 
product, compared with a gap of 2.6 percent for 
the current fiscal year, which ends on Sept. 30. 
The planned budget calls for government 
investments of 691 billion baht, equal to 21.6 
percent of all spending and 6.5 percent higher 

than in the current year, the statement said.  
 
($1 = 32.08 baht) 
(Reporting by Kitiphong Thaichareon; Writing by 
Chayut Setboonsarng; Editing by Richard Borsuk) 
(( Chayut.Setboonsarng@thomsonreuters.com ; 
+6626506126; Reuters Messaging: 
chayut.setboonsarng.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania to sell 4 bln leks (32.0 mln 

euro) of 10-yr T-notes on Jan 14  

10-Jan-2019  
TIRANA (Albania), January 10 (SeeNews) – 
Albania will offer 4.0 billion leks ($36.8 
million/32.0 million euro) worth of 10-year 
Treasury notes at an auction on January 14, 
the finance ministry said in its debt issuance 

calendar for the first quarter of 2019. 

At the last auction of 10-year T-notes held in 
October, the finance ministry sold 2 billion leks 
worth of government paper. 
The coupon rate was 6.8%, unchanged 
compared to the rate achieved at the previous 
auction held in July, according to figures posted 

on the website of the finance ministry. 
 
(1 euro = 123.762 leks) 
Copyright 2019 SeeNews. All rights reserved. 
 

 

Hungary 

Hungary's robust growth is paired with 

stringent finances  

10-Jan-2019  
BUDAPEST, Jan 10 (Reuters) - Hungary's 2018 

economic growth was 4.6 percent, which 
enabled the country to reduce its debt to 71 
percent of gross domestic product and keep 
the budget deficit at 2 percent, Prime Minister 
Viktor Orban told a press conference on 
Thursday. 

Orban said the country's finances were stable, 

thanks both to Finance Minister Mihaly Varga 
and central bank Governor Gyorgy Matolcsy, 

whose mandate expires in March but can be 
renewed for another six years. 
 
(Reporting by Marton Dunai and Gergely Szakacs) 
(( marton.dunai@tr.com ; +36-30-952-7878 
(Cell/Signal); https://reut.rs/2OXGXbW ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Hungary posts HUF 397.3 bln Dec 

budget surplus   

11-Jan-2019  
BUDAPEST, Jan 11 (Reuters) - Hungary posted 

a 397.3 billion forint ($1.42 billion) budget 
surplus in December, Finance Minister Mihaly 
Varga said on Friday, bringing the full-year 
shortfall to 1.445 trillion forints according to 
Finance Ministry figures. 

The 2018 deficit was broadly in line with a 1.361 
trillion forint full-year target, and the ministry 
said the deficit would be around 2 percent of 
economic output, also because growth 

outstripped expectations last year. 
Hungary has spent heavily on the pre-financing 
of EU-backed projects throughout the year, and 
the EU sent reimbursements worth 890 billion 
forints in December, or 1.43 trillion forints in the 
whole of 2018. 
 
($1 = 278.83 forints) 
(Reporting by Gergely Szakacs and Marton Dunai) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3605; 
Reuters Messaging: 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romanian bank governor warns new 

tax could affect policy flexibility  

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

central bank governor said on Tuesday a 
"reckless" new government tax would make 
monetary policy less efficient, after having 

hailed a calmer outlook that allowed the bank 
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to keep the benchmark interest rate on hold.  

All analysts polled by Reuters had expected the 

bank to keep its benchmark at 2.50 percent. 

Governor Mugur Isarescu said inflation would 
remain slightly below the bank's 1.5-3.5 percent 
upper target range in the short term, and that 
the 2019 outlook looked calmer. 
However, a surprise tax of banks' financial 

assets introduced by the Social Democrat 
government via emergency decree in late 
December will complicate monetary policy 
decisions. 
Banks will pay a progressive tax of 0.1-0.5 
percent of assets if money market rates exceed 
2 percent.  
The central bank's main task is to keep 
inflation down while preserving financial 
stability. But any potential rate increases to 
rein in inflation or stem capital outflows to 
prevent a weakening of the leu currency, 
would lead to a rise in market rates and 
consequently tax levels, which would damage 
banks and impact stability.  

"It is not the bank's independence that will be 
affected, but the efficiency and flexibility of its 

monetary policy," Isarescu told a news 
conference. 
He said the bank was surprised by "the folly" 
and added its experts were still working on an 
impact assessment, which would add up to 
"billions of euros".  
"As a country we will lose some extraordinary 

advantages. Inflation is under control, interest 
rates did not explode, we continue to have 
economic growth and a relatively free and stable 
exchange rate. Trust is hard won and it is lost 
quickly, through a reckless measure," he said. 
A base effect, higher energy prices and 

consumption-friendly wage hikes drove annual 
inflation in the import-reliant European Union 
state to multi-year highs of around 5 percent 
last year. 
Policymakers raised the key rate three times by 
75 basis points in all, with the latest hike in May 
2018.  

Since then, it has controlled liquidity in the 
market through repo and deposit tenders, which 

have helped keep market rates near its 
benchmark. Annual inflation fell to 3.4 percent in 
November. 
The 3-and 6-month money market rates were 
quoted at 2.59/2.92 percent and 2.89/3.27 

percent respectively. 
"We foresee the policy rate unchanged at 2.5 
percent throughout 2019 as economic growth 
will slow down and inflationary pressures will 
ease," analyst Eugen Since of BCR said in a 
note.  

"A key question in 2019 is how the central bank 
would respond to potential weakening pressure 
on the leu coming from twin deficits and 

exacerbated by the government’s preference for 
low interest rates." 
By 1550 GMT, the leu was 0.2 percent weaker 
versus the euro, and bluechip shares were down 

2.6 percent. 
 

(Reporting by Luiza Ilie; 
Editing by Alison Williams) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019.  
 
 

Romania to cut 2019 budget gap by at 

least by 0.5 pct/GDP  

10-Jan-2019  

BUCHAREST, Jan 10 (Reuters) - Romania will 

had a budget deficit of around 2.8 percent of 
gross domestic product in 2018 and will 
further cut the gap this year by at least 0.5 
percent of GDP, Romanian finance minister 
Eugen Orlando Teodorovici told reporters on 
Thursday. 

 
(Reporting By Jan Strupczewski) 
(( jan.strupczewski@thomsonreuters.com ; +32 2 287 
68 37; Reuters Messaging: 
jan.strupczewski.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Russia 

Russia resumes FX buying, lowers 

monthly purchasing plan  

11-Jan-2019  

MOSCOW, Jan 11 (Reuters) - Russia's finance 

ministry said on Friday it would buy 15.6 
billion roubles ($233.11 million) worth of 
foreign currency per day on the open market 
between Jan. 15 and Feb. 6. 

The finance ministry is returning to the market 
with daily buying of foreign currency for its 

reserves for the first time since August, when 
the central bank put these operations on hold to 
ease pressure on the battered rouble. 
Total FX purchases between Jan. 15 and Feb. 6 
will reach the equivalent of 265.8 billion roubles, 
the ministry said. 

Analysts polled by Reuters had on average 
expected the finance ministry to buy 280 billion 

roubles worth of currencies by Feb. 6. 
 
($1 = 66.9200 roubles) 
(Reporting by Polina Nikolskaya 
Editing by Andrey Ostroukh) 
(( Polina.Nikolskaya@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019 
 
 

Serbia 

Serbia raises 18.6 bln dinars in first 

govt bond auction of 2019  

09-Jan-2019  

BELGRADE, Jan 9 (Reuters) - Serbia's debt 

agency said on Wednesday it had raised 18.6 
billion dinars ($180 million) in an auction of 
seven-year Treasury bonds, the first such 
auction this year. 
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In the first quarter of 2019 the Public Debt 

Administration plans to auction state maturities 

worth a total of 185 billion dinars and 500 
million euros.  
At the end of November, the country's total 
public debt amounted to 56.2 percent of gross 
domestic product. Its 2019 budget envisions a 
deficit of around 0.4 percent of GDP and 

economic growth of 3.5 percent.  
 
($1 = 103.1100 Serbian dinars) 
(Reporting by Aleksandar Vasovic; Editing by Hugh 
Lawson) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Slovenia 

Slovenia 10-year benchmark bond 

oversubscribed  

07-Jan-2019  
LJUBLJANA, Jan 7 (Reuters) - Slovenia was the 

first European Union country to test the 
market in 2019, with its sale on Monday of a 
10-year benchmark bond to the value of 1.5 
billion euros ($1.72 billion) being more than 
twice oversubscribed, the finance ministry 
said. 

The bond carries an annual coupon interest rate 

of 1.1875 percent and was sold at a price of 
99.785 percent, it added, saying the issue was 

well oversubscribed with bids exceeding 3 billion 
euros. 
Banks and treasuries together purchased 38 
percent of the bond, followed by fund managers 
with 31 percent, it said.  
Investors from Britain and Ireland together 
purchased 41 percent of the bond, followed by 
investors from Germany and Austria that 

jointly bought 17 percent. Slovenian investors 
bought 9 percent of the bond. 

Last month the ministry said Slovenia will 
borrow at least 2.1 billion euros in 2019 to cover 
its budget needs while it could borrow more than 

that to prefinance budget needs in 2020 and 
2021, providing that market conditions were 
favourable. 

The country expects public debt to fall to 64.4 
percent of GDP this year down from some 70 
percent in 2018. 
 
($1 = 0.8712 euros) 
(Reporting by Marja Novak; 
Editing by Alison Williams) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Turkey 

Turkey dollar bonds tumble on rising 

fears over tensions with Washington  

08-Jan-2019   
LONDON, Jan 8 (Reuters) - Turkey's sovereign 

dollar-denominated bonds tumbled on 
Tuesday amid fears that tensions between 
Washington and Ankara were rising over 
Syria.  

The bonds were coming under pressure across 
the curve, with longer-dated issues falling the 

most. The 2041 issue fell 1.572 cents in the 
dollar to its lowest in three weeks with yields 
grinding higher towards 8 percent.  

U.S. National security adviser John Bolton and 
his Turkish counterpart discussed the U.S. troop 
pull-out from Syria, but earlier comments by 
Bolton about the Syrian Kurdish YPG militia 

prompted a sharp rebuke from President Tayyip 
Erdogan. 
 
(Reporting by Karin Strohecker 
Editing by Jamie McGeever) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkey's first 2019 Eurobond issue 

sees more than double demand - but 

yields sharply higher 

10-Jan-2019  
ISTANBUL, Jan 10 (Reuters) - Turkey saw more 

than double the demand on a $2 billion 
Eurobond issued this week, the finance 
ministry said on Thursday, with yields rising 
nearly 50 percent since a year ago as the 
economy recovers from a currency crisis. 

Turkey's lira lost nearly 30 percent of its value in 
2018 due to concerns about the central bank's 
ability to fight inflation given pressure from 
President Tayyip Erdogan to lower interest rates. 

The sell-off was exacerbated by strained ties 
between Ankara and Washington. 
The bond due April 2029 will have a yield of 7.68 
percent, the treasury said, adding that the total 
amount had been converted to a euro liability 
with a funding cost of 4.965 percent. 
The yield compares to the 6.2 percent the 
treasury paid on a 10-year Eurobond in April 
and the 5.2 percent on another 10-year 
Eurobond in January 2018. The issuance was 
the first bond of Turkey's 2019 foreign 
borrowing programme and makes up a 
quarter of the planned amount of $8 billion. 

Finance Minister Berat Albayrak said on 
Thursday that the oversubscribed bond 

displayed the success of the rebalancing process 

in Turkey's economy. 
The treasury said 40 percent of the demand 
came from the United States, 20 percent from 
the UK, 8 percent from Europe, with remaining 
coming from Turkey and other countries 
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Last year's currency crisis raised investor 

concerns over the fragility of the economy, 

which is reliant on foreign debt. Banks are seen 
as particularly vulnerable, because of both their 
own external financing and the likelihood that 
the crisis will cause more firms to default on 
debts at home. 
 
(Reporting by Ali Kucukgocmen; Editing by David 
Dolan) 
(( ali.kucukgocmen@thomsonreuters.com , 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkish treasury to commit up to 400 

mln lira to venture capital funds  

11-Jan-2019  
ISTANBUL, Jan 11 (Reuters) - Turkey's treasury 

and finance ministry said on Friday it will 
commit to transferring resources to venture 
capital funds with a maximum of 400 million 
lira ($73.66 million) in the next five years, 
adding that the amount may be increased. 

The selected funds should be focused on 
research and development and innovation, it 

said in a statement, adding that the fund would 
invest in small- and medium- sized companies. 
 
($1 = 5.4300 liras) 
(Writing by Ali Kucukgocmen; Editing by Daren Butler) 
(( ali.kucukgocmen@thomsonreuters.com , 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

IMF money to keep Ukraine stable 

despite elections  

08-Jan-2019  

By Natalia Zinets 

KIEV, Jan 8 (Reuters) - Loans from the 

International Monetary Fund will help Ukraine 
maintain growth and price stability although 
overall economic performance will weaken 
due to expected political upheaval in this 
year's elections, a Reuters monthly poll 
showed on Tuesday. 

Ukrainians will vote in presidential elections in 

March and parliamentary elections in October.  
Incumbent President Petro Poroshenko faces a 
tough re-election battle and has consistently 
trailed in the polls. Former Prime Minister Yulia 
Tymoshenko has been the early frontrunner and 
is an outspoken critic of Ukraine's IMF 
programme.  

According to the median forecast of analysts 
polled by Reuters, Ukraine's gross domestic 
product will grow 2.9 percent this year 
compared with 3.2 percent expected for 2018 
and 2.5 percent in 2017. 

They see inflation slowing to 8.5 percent in 2019 

from 10.2 percent expected at the end of 2018 

and 13.7 percent in 2017.  
Last month Ukraine secured a new $3.9 billion 
stand-by agreement with the IMF that also 
unlocked loans from other international lenders 
and helped the country build up a foreign 
currency cushion needed to service foreign debts 

this year.  
In late December Kiev received the first 
tranche of the IMF aid worth of $1.4 billion 
and 500 million euros of European Union 
assistance. With the World Bank's guarantees, 
the government also borrowed 349 million 
euros from Deutsche Bank.  

If the IMF programme stays on track, Ukraine 
will get a further $2.5 billion from the Fund and 

more assistance from the EU and the World 
Bank this year. 
The central bank's foreign currency reserves are 
at a four-year high of $20.7 billion, 
strengthening expectations that the Ukrainian 
hryvnia would not weaken against the dollar by 
more than five percent by 2019-end.  

Political and economic turmoil in 2014/2015 
pulled the hryvnia to 24 per $1 from 8. Since 
then it has weakened further and was close to 
28/$1 last year.  
 
(Editing by Matthias Williams and Alison Williams) 
(( Natasha.Zinets1@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Moody's Says Stable Outlook For Latin 

America And Caribbean Sovereigns  

09-Jan-2019  
Jan 9 (Reuters) - Moody's:  
Moody's says stable outlook for Latin America 

and Caribbean sovereigns as growth and debt 
structures remain favorable, but political risk 
rises. 

Moody's says in 2019, domestic country-specific 
factors will prove more significant for Latin 
America credit prospects than fading global 
growth. 
Moody's says potential for "disruptive" domestic 

political events poses the "greatest risk" to 
current constellation of Latin America ratings. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Argentina 

Argentine Treasury will sell up to $11 

bln from April  

10-Jan-2019  
BUENOS AIRES, Jan 10 (Reuters) - Argentina's 
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Treasury will start selling up to $11 billion 
from April to help alleviate a peso cash gap, 

Finance Secretary Santiago Bausili said in an 
interview with a local news site published on 
Thursday.  

The Treasury will have a surplus of around $10 
billion, Bausili said in the interview with Infobae, 
adding that the government wants to avoid 
shocks to the exchange rate of Argentina's peso 
currency, which was battered in 2018.  

"Sales will be from April, which is when we begin 
to have a cash gap, and it remains to be seen 
how it will move forward," Bausili said, adding 
that dollars could be sold to the central bank or 
through auctions.  
"We want to influence the exchange market as 
little as possible," he said.  
Argentina has endured financial turbulence 
that began in April last year, including a 50.53 
percent drop in the peso's value which 
prompted the central bank to raise the 
interest rate to more than 70 percent.  

The government has a surplus of dollars through 
its line of credit agreed with the International 
Monetary Fund (IMF) last year for $56.3 billion 

dollars. In 2018, the IMF dispersed some $20.21 
billion to the country.  
Bausili dismissed rumors of a potential default in 
Argentina in 2020.  
 
(Reporting by Eliana Raszewski; writing by Cassandra 
Garrison 
Editing by Susan Thomas) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
4318 0645; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina's peso firms after central 

bank buys $20 mln  

10-Jan-2019  
BUENOS AIRES, Jan 10 (Reuters) - Argentina's 

peso closed stronger on Thursday, but 
remained outside the limits of a trading band 
set by the central bank after it intervened in 
the market by buying $20 million. 

The peso touched the floor of the central bank's 

"no-intervention" trading band at 37.355 per 
U.S. dollar earlier on Thursday, according to 
traders, which opened the door for the monetary 
authority to buy dollars in the foreign exchange 

market. 
Under a $56.3 billion standby financing 
agreement with the International Monetary 
Fund, Argentina has an adjustable trading band 
for the peso. On Thursday, the band ranged 
from 37.355 to 48.342 per dollar.  

The currency has been shaken since last year 
amid emerging markets volatility. 
"If they continue to intervene so that the 
exchange rate remains on the floor of the 
trading band, we should see a more accelerated 

decline in the rate of 'Leliqs,'" said former 
Argentine finance undersecretary Miguel Kiguel, 

referring to the regular auctions of short-term 
notes known as "Leliqs."  
The last time the central bank bought dollars in 

the foreign exchange market was in June 2017.  

 
(Reporting by Jorge Otaola; writing by Cassandra 
Garrison; editing by Chizu Nomiyama, Dan Grebler and 
G Crosse) 
(( Cassandra.Garrison@thomsonreuters.com ; +54-
11-4318-0645) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Thousands march against Macri's 

austerity measures in Argentina  

10-Jan-2019  
LIMA, Jan 10 (Reuters) - Thousands of 

Argentines marched through downtown 
Buenos Aires on Thursday in the first of a 
series of demonstrations to protest the 
soaring costs of public utilities and 
transportation under President Mauricio 
Macri's austerity program. 

Macri has slashed government subsidies for 

public utilities to reduce the country's chronic 
fiscal deficit, pushing electricity and gas rates up 
more 2,000 percent since the start of his term, 
local media have estimated. 
"The only way to stop this is to peacefully 
protest," union leader Pablo Micheli said on local 

TV channel America TV. 
Inflation neared 50 percent and the peso lost 
close to 50 percent of its value against the 
dollar last year. The IMF announced a $50 
billion lifeline for Argentina in June. 

The crisis has dimmed Macri's chances of being 
re-elected in an election scheduled for the last 
quarter of the year.  
Protesters on Thursday carried effigies of Macri 

and signs that read "Enough of the Macri/IMF 
austerity program" as they marched past the 
city's obelisk monument toward Congress. 
A union of truck drivers and a federation of 
workers' unions organized the protests, which 
are scheduled to be held every Thursday 

through the first week in February. Members of 
leftist political parties and independent 
Argentines have joined in. 
 
(Reporting By Nicolas Misculin 
Writing By Mitra Taj 
Editing by Sonya Hepinstall) 
(( mitra.taj@thomsonreuters.com ; +51 (1) 277-
9550; Reuters Messaging: 
mitra.taj.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil pension overhaul to boost 

economic growth  

09-Jan-2019  

SAO PAULO, Jan 9 (Reuters) - The Brazilian 

government's proposed social security 
overhaul will rely on individual contributions 
to investment funds instead of guaranteed 
pensions, to ensure future generations 
receive pensions while also boosting 
economic growth, Presidential Chief-of-Staff 
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Onyx Lorenzoni said on Wednesday. 

He said the government will include a 

"capitalization system" in a proposal to be sent 

to Congress in February. He said the plan would 
boost internal savings and spur economic growth 
by at least 3 percent a year. 
Under the system, private pension funds fed 
by individual defined contributions would 
eventually replace the current public system 

based on a guaranteed package of retirement 
benefits. 

Overhaul of the costly state pension system, or 
social security, is a top priority for Brazil's new 
President Jair Bolsonaro, who blames it for 
chronic budget deficits and a mounting public 
debt. Previous governments have tried to reform 
the pension system before, but have faced years 

of resistance from public servants, unions and 
other groups.  
The government is determined to send a 
complete pension reform proposal to Congress 
rather than partial reforms, to ensure that the 
benefits last longer, Lorenzoni said. 
"We will fix this sinking ship called the pension 

system which has a hole on its hull," he said in a 
radio interview. 
The aim is to overhaul the pension system so it 
does not need to be reformed again for the next 
20 or 30 years, he said. 
Lorenzoni said no decisions have been made and 

new proposals will be presented to Bolsonaro 
next week. 

However, business daily Valor Economico 
reported on Wednesday that the individual 
private contribution system would be restricted 
to higher income workers, who are a small 
portion of the pension system. The story cited 

anonymous sources close to Bolsonaro's 
economic team.  
Brazil is expected to follow the example of 
Chile's privatization of social security 
introduced in the 1980s under dictator 
Augusto Pinochet that boosted savings and 
added liquidity to the stock market. 

The highly privatized Chilean pension system 
has been widely imitated around the world.  

Pensions in Chile are currently managed by six 

powerful private fund administrators, known as 
AFPs, holding nearly $200 billion in assets. 
These pensions have often fallen short of 
expectations, prompting angry protests in recent 
years by Chileans saying they have been short-
changed. 

 
(Reporting by Pedro Fonseca and Ana Mano; Editing by 
Bernadette Baum and David Gregorio) 
(( anthony.boadle@tr.com +55 61 98204-1110; 
https://twitter.com/anthonyboadle; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

Fitch Revises Ecuador's Outlook To 

Negative Affirms At 'B-'  

10-Jan-2019  

Jan 10 (Reuters) - Fitch: 
Fitch revises Ecuador's outlook to negative; 
affirms at 'B-'. 

Fitch says negative outlook on Ecuador's rating 
reflects Ecuador's relatively large fiscal financing 
needs for 2019-2020. 
Fitch says revised Ecuador's outlook to negative 
from stable. 
Fitch says in addition to fiscal financing 

difficulties, Ecuador faces external liquidity 
pressures. 
Fitch says negative outlook on Ecuador's rating 
also reflects Ecuador's uncertain access to 
funding sources in context of tighter global 
financing conditions. 

Fitch says believes there are significant 
implementation risks to Ecuador's fiscal 

adjustment plans, given sharp fall in popularity 
of president Lenin Moreno. 
Fitch says Ecuador's large fiscal deficits and 
increased reliance on expensive market debt 
have led to rapidly rising debt & interest 

burdens. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

El Salvador 

Fitch Says El Salvador Budget, Debt 

Approval Supportive Of Credit  

09-Jan-2019  
Jan 9 (Reuters) - FITCH: 
Fitch says El Salvador budget, debt approval 

supportive of credit. 

Fitch says forthcoming presidential elections in 
El Salvador could yet complicate policymaking 
dynamics. 
Fitch, on El Salvador, says continued low growth 
could present a "significant" challenge to 
improving fiscal situation. 

Fitch says ability of legislature & El Salvador 
government to come to agreement on issues is 
positive signal for policymaking capacity, 

political compromise. 
Fitch on El Salvador says growth in remittances 
is expected to slow in 2019. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Egypt 

Egypt foreign reserves drop for first 

time post-devaluation  

07-Jan-2019  
By Lena Masri 
CAIRO, Jan 7 (Reuters) - Egypt's foreign 

currency reserves fell to $42.551 billion in 
December from $44.513 billion in November, 
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the central bank said on Monday, the first 
drop since a 2016 currency devaluation.  

The last time Egypt's foreign currency reserves 

fell was in October 2016, the month before it 
signed a three-year, $12 billion deal with the 
International Monetary Fund that included a 
currency float.  
That deal was part of an effort to attract 
foreign investors who fled during Egypt's 

2011 uprising. 
The central bank did not give reasons for the 
drop.  

"It was a surprise," Naeem Brokerage head of 
research Allen Sandeep said of the development, 
adding he was unsure of the reasons.  
Egypt expects to receive the fifth instalment of 
its IMF loan, worth $2 billion, in January. That 

tranche will offset December's drop, Sandeep 
forecast. "In January I would think it would go 
back to the $44 billion mark," he said.  
The fifth tranche had been expected in 
December and the delay has likely contributed 
to the drop in reserves, said Alia Mamdouh, 
director of macro and strategy at Beltone 

Financial. 
"I don't think it's alarming because we are 
expecting the tranche to be disbursed in 
January, and 5 billion Euro bonds are expected 
to be issued in the first half of this year," she 
said. 
The central bank also had outstanding liabilities 

of $3 billion in December that would have 

contributed to the decrease in foreign reserves, 
said Mamdouh.  
Egypt has been pursuing tough economic 
reforms as part of the IMF programme. In 
addition to the currency devaluation, reforms 
have included new taxes and deep cuts to 
energy subsidies, straining the budget of tens 
of millions of Egyptians.  

 
(Reporting by Lena Masri; Editing by Toby Chopra and 
Andrew Cawthorne) 
(( Lena.Masri@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Gabon 

Gabon dollar bonds tumble amid 

apparent coup attempt  

07-Jan-2019  
LONDON, Jan 7 (Reuters) - Gabon's dollar-

denominated sovereign debt tumbled on 
Monday after military officers in the western 
African nation staged an apparent coup 

attempt, seizing the state radio station and 
declaring their dissatisfaction with President 
Ali Bongo. 

The 2025 issue fell 3 cents to 88.25 cents, it's 
lowest level in nearly a month, according to 

Tradeweb data. The 2024 bond fell 2.5 cents to 
88.51 cents.  
Bongo, 59, was hospitalized in October in Saudi 

Arabia after suffering a stroke and has been in 
Morocco since November to continue treatment. 

 
(Reporting by Karin Strohecker 
Editing by Jamie McGeever) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Ratings: Gabon IMF Programme 

Still Faces Political, Social Tensions   

10-Jan-2019  
Fitch Ratings-Hong Kong/London-January 10: 
Gabon's third IMF programme review shows 
how implementation has improved, but 
political and social tensions, illustrated by the 
recent coup attempt, could raise renewed 
challenges to fiscal consolidation, Fitch 
Ratings says. 

Gabon's government said on Monday that it had 
arrested three of the five soldiers who had 

announced a military takeover on state media, 
while the other two were killed by Gabonese 
security forces. The coup attempt was short-
lived, but it highlights the potential for political 
tensions to recur in Gabon. Political uncertainty 
is a risk to the IMF programme, which is a key 

source of external funding. 
On 19 December, the IMF completed the third 
review of Gabon's three-year USD642 million 
Extended Fund Facility (EFF), enabling the 
immediate disbursement of USD99 million. 
Total disbursements under the programme 
now amount to nearly USD400 million. 

The government's vast reform programme and 
the completion of all six prior actions required 

for the second EFF review were a key factor in 
our revision of the Outlook on Gabon's 'B' 
sovereign rating to Stable from Negative on 5 
October. Continuing IMF disbursements and 
commitments from other bilateral and 
multilateral donors will help Gabon meet 
upcoming financing requirements, which are 

falling but remain large (gross financing needs 
are around 8% of GDP in 2019). 
Implementation in the EFF's first year was weak. 
We think it was the lack of access to private 

funding and central bank lending that 
incentivised the Gabonese authorities to 
demonstrate their commitment to the IMF 

programme in the face of acute financing 
constraints. Continuing progress in clearing 
arrears could help restore access to private 
external financing. 
But challenges to IMF programme 
implementation and related reforms remain 

significant. The absence of President Ali Bongo 
Ondimba, who remains abroad after falling ill 
last year, is contributing to political uncertainty. 
Fiscal consolidation measures could increase 
social discontent. 
Political tensions have been evident since the 

disputed presidential election in August 2016, 

although they were eased somewhat by 2017's 
'national consultation'. Delayed legislative 
elections were held in October 2018 (the ruling 
Gabonese Democratic Party kept its majority), 
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and the constitutional court extended the power 

of the vice-president and the prime minister 

when President Bongo first fell ill. The Senate, 
which currently holds all legislative powers, 
recently passed a revised budget, although it is 
not clear whether its spending increases will 
entail a higher deficit. 
But persistent speculation about the president's 

health highlights the risk of a power vacuum 
developing. A new government has yet to be 
appointed following October's elections, and 
policy making might become more difficult if this 
process is prolonged. 
Existing institutional policy constraints 
include weak public finance and cash flow 

management. Strikes by public sector and oil 
workers in December reflect social tensions 

(public sector strikes hindered budget execution 
in 1H18). The economy is slowly recovering from 
the 2014-2015 oil shock and we forecast GDP 
growth to rise to 3.0% in 2019 from 1.5% in 
2018, which will increase fiscal receipts. But 

growth remains highly dependent on oil prices 
and production, even as non-oil sectors are 
performing well. More strikes, or weaker-than-
expected oil production, could increase pressure 
for higher spending, or dent revenue 
performance and cause further accumulation of 
external and domestic arrears. 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

Kenya 

Kenya 2019/20 budget deficit forecast 

to fall, overall spending to rise  

11-Jan-2019  
NAIROBI, Jan 11 (Reuters) - Kenya's budget 

deficit is forecast to fall in the 2019/20 fiscal 

year, while overall spending will rise, the 
Finance Ministry said on Friday. 

In a draft budget policy statement, the ministry 
said the budget deficit would drop to 5.0 percent 
of gross domestic product in the period from July 
to June, from a revised deficit of 6.3 pct of GDP 
in the 2018/19 fiscal year. 
The deficit was forecast to fall further to 3.0 

percent of GDP in 2022/23. 
The policy statement said overall spending 
would rise to 2.70 trillion shillings ($26.56 
billion) in 2019/20 from a revised 2.51 trillion 
shillings in the previous fiscal year. 
To cover the deficit, the government will 
borrow 271.4 billion shillings from the 

domestic market in 2019/20 and 306.5 billion 
shillings from foreign sources, the ministry 
said. 

The East African nation's government increased 

borrowing and spending recently, leaving it with 

a fiscal deficit that peaked at 6.8 percent in the 

fiscal year ending in June, 2018. 
In October, the International Monetary Fund said 
Kenya's risk of defaulting on debt repayments 
had increased to moderate from low, citing the 
government's public investment drive and 
revenue shortfalls in recent years. 

 
($1 = 101.6500 Kenyan shillings) 
(Reporting by George Obulutsa 
Editing by Andrew Heavens and Kirsten Donovan) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uganda 

Uganda govt says not concerned by 

heavy debt load, to borrow cautiously  

08-Jan-2019  
By Elias Biryabarema 
KAMPALA, Jan 8 (Reuters) - Uganda said on 

Tuesday its ballooning public debt was 
sustainable and it would borrow with care in 
the future, dismissing concerns from the 
central bank and the government's auditor 
that growing indebtedness posed risks to the 
economy. 

The East African nation's appetite for credit has 
accelerated over the last decade, fuelled by 
leader Yoweri Museveni's plans to expand 

transport and energy infrastructure. 
But critics say the escalating borrowing could 
spark a crisis along the lines of those the 
country experienced in the 1990s and early 
2000s before the World Bank forgave loans. 
"The risk for government defaulting on debt 
repayment is non-existent," Finance Minister 
Matia Kasaija told a news conference in the 

capital Kampala. However, future borrowing 
would be done "cautiously and selectively" to 
avoid potential risks. 

As of June, Uganda's total public debt stood at 

41.5 percent of GDP, Kasaija said. The central 
Bank of Uganda (BoU), however, said last year 
the debt stock including credit agreed but not 
yet disbursed topped 50 percent of GDP.  

A senior BoU official has said that unless 
economic growth reached 7 percent, debt 
servicing would become a problem. The bank 
expects the economy is to grow 6 pct in the year 
to June 2019. 
Auditor general, John Muwanga, said in a report 
last month that Uganda's public debt 

sustainability "fares poorly" because its tax-to-
GDP ratio was low. 
Much of the credit acquired in recent years was 
sourced from China, stoking criticism from the 

opposition which accuses Beijing of front-loading 
Uganda with unsustainable debt on the 

expectation of tapping oil revenues. 
Uganda expects to start pumping crude by 2021 
from fields in the western part of the country, 
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near the border with Democratic Republic of 

Congo. China's China National Offshore Oil 

Corporation CNOOC co-owns the fields alongside 
France's Total and UK's Tullow Oil.  
China is also expected to offer landlocked 
Uganda another credit line worth about $3.5 
billion to fund construction of a railway from 
Kampala to the border with Kenya, its neighbour 

and gateway to the sea. 
 
(Reporting by Elias Biryabarema; editing by Omar 
Mohammed and John Stonestreet) 
(( Email:elias.biryabarema@thomsonreuters.com ; Tel. 
+254 20 499 1232; Reuters Messaging: 
elias.biryabarema.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
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