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ASIA 
 

IMF not very concerned about FX 

pressure in Indonesia, Philippines  

09-May-2018  
•IMF not too worried about FX pressure in 
some Asian countries 
•Asia has stronger buffers and room to raise 

rates: official 
•Asia growth prospects strong, but vulnerable 
to risk-off event 
•Risks include tighter global conditions, shift 
to protectionism 

By Marius Zaharia 
HONG KONG, May 9 (Reuters) - The 

International Monetary Fund is not too 
worried about recent selling pressure on 
assets in Indonesia and the Philippines as it 

was not triggered by domestic factors and 
Asia has stronger buffers than in the past, a 
Fund official said on Wednesday. 

The Philippine peso, Indonesian rupiah and 
Indian rupee have lost 5-6 percent from their 

peaks this year as the three countries are seen 
to be the most externally vulnerable of major 
Asian economies due to their current account 

deficits. 
The trio has faced the double whammy in recent 
weeks of U.S. Treasury yields reaching 3 

percent, raising worries about capital outflows, 
and oil prices hitting 3-1/2-year highs, 
increasing import costs and threatening to 

deepen external imbalances. 
But Changyong Rhee, director of the IMF's Asia-
Pacific department, said in Hong Kong that the 
currencies' weakness was a "natural adjustment" 
and there was no reason to panic as the three 
countries had more room for manoeuvre than 

during the Asian financial crisis in 1997. 
"If you ask me whether we (have) concerns, I 

think at this moment not much," Rhee told a 
news conference following the release of the 
IMF's latest regional outlook update. 
"There is room for interest rates in Asia to 
also go up and also room to rely on the 
flexible exchange rate system more compared 

with the period in 1997." 

Rhee said the pressure on exchange rates came 
mostly from tighter global financing conditions 
rather than from domestic factors, adding that in 
the three decades since the Asian crisis, 
countries had built stronger current accounts 
and accumulated more reserves. 

Inflation and interest rates were also low, and 
debt was mostly denominated in domestic 

currencies, he added. 
"Having said that, this is a time to watch things 
closely," Rhee said. 
In its economic outlook update, the IMF said 
growth prospects in Asia remained strong, but 
the region remained vulnerable to sudden 
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tightening in global financial conditions, 
further market corrections and a shift towards 

protectionist policies. 

The IMF projected Asia would grow 5.6 percent 
this year and next, up 0.1 percentage points 
from its last update in October and accounting 
for about two-thirds of global growth. 
Among other risks, the Fund cited geopolitical 
tensions, cyber attacks and climate change. 

Longer term, ageing demographics could be a 
substantial drag on economies and digitalisation 
may be a source of uncertainty. 
Most economies should, therefore, look to 
strengthen policy buffers as closing output gaps 
mean they do not need further fiscal support, 
the IMF said. 

For now, with pressure on wages and prices still 

"moderate", monetary policy can remain 
accommodative in most of Asia. But central 
banks should stand ready to adjust their stances 
as inflation picks up, and should use 
macroprudential policies to contain credit 

growth, it said. 
An abrupt change in global risk appetite, 
which could be triggered by an inflation 
surprise in the United States or an escalation 
of Sino-U.S. trade tensions, could lead to a 
sudden tightening of global financial 
conditions. 

Tensions between the United States and China 
escalated earlier this year, when President 
Donald Trump threatened tariffs on up to $150 

billion of Chinese goods to punish Beijing over 
unfair joint-venture and intellectual property 
practices. 
China, which denies allegations it coerces 
technology transfers through these channels, 
has warned of retaliation, including tariffs on 

U.S. soybeans and aircraft. 
While Asia's rapid growth and improved external 
buffers "should help, the region remains 
vulnerable to a global risk-off event," the report 
said. 
 
(Editing by Shri Navaratnam and Jacqueline Wong) 
(( marius.zaharia@thomsonreuters.com ; +852 2843 
6358; Reuters Messaging: 
marius.zaharia.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Asia vulnerable to sudden global 

tightening, protectionist shift   

09-May-2018  

HONG KONG, May 9 (Reuters) - The growth 

outlook for Asian economies remains strong, 
but the region is vulnerable to sudden 
tightening in global financial conditions, 
further market corrections and a shift towards 
protectionist policies, the IMF said on 
Wednesday. 

In its regional economic outlook update, the 

International Monetary Fund projected Asia to 
grow 5.6 percent this year and next, up 0.1 

percentage point from its last update in October 
and accounting for about two thirds of global 
growth. 

The slight improvement in near-term prospects 

reflects "strong and broad-based" global growth 

and trade, reinforced by fiscal stimulus in the 
United States.  
But in the medium term, risks are tilted to the 
downside. 
"Asia remains vulnerable to a sudden and sharp 
tightening of global financial conditions, while 

too long a period of easy conditions risks a 
further buildup of leverage and financial 
vulnerabilities," the Fund said. 
"The gains from globalization have not been 
shared equally, and, as highlighted by recent 
tariff actions and announcements, a shift 
toward inward-looking policies is another risk, 
with the potential to disrupt international 
trade and financial markets." 

Among other risks, the Fund cited geopolitical 
tensions, cyber attacks and climate change. 
Longer term, ageing demographics could be a 
substantial drag on economies and digitalisation 
may be a source of uncertainty. 
Most economies should therefore look to 
strengthen policy buffers as closing output gaps 

means they do not need further fiscal support, 
the Fund said. 
For now, with pressure on wages and prices still 
"moderate", monetary policy can remain 
accommodative in most of Asia. But central 
banks should stand ready to adjust their stances 

as inflation picks up, and should use 
macroprudential policies to contain credit 

growth, it said. 
An abrupt change in global risk appetite, which 
could be triggered by an inflation surprise in the 
United States or an escalation of Sino-U.S. trade 
tensions, could lead to a sudden tightening of 

global financial conditions. 
Tensions between the United States and China 
escalated earlier this year, when President 
Donald Trump threatened tariffs on up to $150 
billion of Chinese goods to punish Beijing over 
unfair joint-venture and intellectual property 
practices. 

China, which denies allegations it coerces 
technology transfers through these channels, 
has warned of retaliation, including tariffs on 

U.S. soybeans and aircraft. 
Meanwhile, assets from Asia's three major 
economies running current account deficits - 
India, Indonesia and Philippines - have come 
under pressure in recent weeks following a 

rise in U.S. Treasury yields to 3 percent and a 
surge in oil prices to 3-1/2 year highs. 

While Asia's rapid growth and improved external 
buffers "should help, the region remains 
vulnerable to a global risk-off event," the report 
said. 
 
(Reporting by Marius Zaharia 

Editing by Shri Navaratnam) 
(( marius.zaharia@thomsonreuters.com ; +852 2843 
6358; Reuters Messaging: 
marius.zaharia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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China 

China unveils steps to shore up local 

govt bond issuance  

08-May-2018  
BEIJING, May 8 (Reuters) - China will 

encourage banks, brokerages, insurers and 
individuals to invest in local government 
bonds as part of steps to shore up their bond 
issuance, the finance ministry said on 
Tuesday. 

China also hopes to attract foreign financial 
institutions to participate in the underwriting of 

local government bonds in free trade zones, 
according to the ministry's guidelines for local 

government bond issuance in 2018. 
China will add 2-year, 15-year, 20-year general 
local government bonds, the ministry said. 
Beijing has pushed to get local government 

borrowing under control and make their finances 
more transparent as part of a push to contain a 
rapid-build up in debt and reduce risks to the 
financial system.  
 
(Reporting by China monitoring desk and Kevin Yao; 
Editing by Kim Coghill) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

China treasury bond futures close 

mixed Friday  

11-May-2018  
BEIJING, May 11 (Xinhua) -- China's treasury 

bond futures closed mixed Friday, with the 
contract for June 2018 staying flat at 97.8 
yuan (about 15.4 U.S. dollars). 

The contract for settlement in September 2018 
closed 0.09 percent higher at 97.7 yuan. The 
contract for settlement in December 2018 closed 
0.07 percent lower at 97.5 yuan. 
The contracts are agreements to buy or sell 

treasury bonds at a predetermined price on a set 
date. They allow investors to bet on and profit 
from the movements in the value of the bonds. 
The treasury bond futures were launched at the 
Shanghai-based China Financial Futures 
Exchange and started trading on Sept. 6, 2013.  
 
Copyright (c) 2018 Xinhua News Agency 
 
 

China's April new loans rise to 1.18 trln 

yuan, above forecasts  

11-May-2018  

BEIJING, May 11 (Reuters) - Chinese banks 

extended 1.18 trillion yuan ($186.37 billion) 
in net new yuan loans in April, more than 
analysts had expected and edging up from the 
previous month. 

Analysts polled by Reuters had predicted new 
yuan loans of 1.1 trillion yuan, compared with 

March's 1.12 trillion yuan. 

Broad M2 money supply grew 8.3 percent in 

April from a year earlier, central bank data 
showed on Friday, missing forecasts for an 
expansion of 8.5 percent and compared with 8.2 
percent in March. 
Outstanding yuan loans grew 12.7 percent from 
a year earlier, in line with expected 12.7 percent 

rise and compared with a rise of 12.8 percent in 
March.  
China's banks extended a record 13.53 trillion 
yuan in new loans last year, up 7 percent from 
2016, as the government looked to support 
economic growth even as regulators pushed to 

reduce risks in the financial system from a rapid 
build-up in debt. 
 
($1 = 6.3316 Chinese yuan renminbi) 
(Reporting by Kevin Yao and Cheng Fang; Editing by 
Kim Coghill) 
(( fang.cheng@thomsonreuters.com ; 8610-
66271024; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

India 

India Stocks, Rupee, Bonds, Swap, Call 

At Midday  

10-May-2018  
By Dipika Lalwani 

NewsRise 
MUMBAI (May 10) -- STOCKS 
The benchmark BSE Sensex and the broader 

NSE index were down 0.05% and 0.12%, 
snapping early gains, as local investors 
remain on the sidelines ahead of the keenly-
watched Karnataka state elections to gauge 
the trend before general elections next year. 
Index-weight ITC led the fall, while private 

banks such as HDFC Bank was among the top 
gainers. 
RUPEE  
The Indian rupee was at 67.25/67.26 per dollar, 
from 67.26/67.27 at previous close, as 
greenback sales by foreign and state-run banks 

offset losses stemming from inflation fears 
following persistent gains in global crude oil 
prices. 
GOVERNMENT BONDS  
India’s benchmark 7.17% bond maturing in 
2028 was at 96.34 rupees, yielding 7.71%, from 
96.36 rupees at the previous close, as recovery 

in Indian rupee offset early losses stemming 
from continued gains in crude oil prices, traders 
said. 
INTEREST RATE SWAPS  
India’s one-year swap rate was up one basis 
point to 6.66% from 6.65% at previous close, 
while the benchmark five-year swap rate was up 

three basis points to 7.14% from 7.11% 
yesterday.  
CALL MONEY 
India’s one-day call rate was at 6.00%/6.05%, 
against 5.90%/5.95% at previous close. 
 

mailto:Publicdebtnet.dt@tesoro.it
mailto:kevin.yao@thomsonreuters.com
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- By Dipika Lalwani; dipika.lalwani@newsrise.org; 
+91-22-61353311 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 

Information Services Pvt Ltd 
 
 

India Bonds Stay Down Ahead Of 

Weekly Auction Outcome  

11-May-2018  

By Neha Dubey 

NewsRise 
MUMBAI (May 11) -- Indian sovereign bonds 

stayed lower in afternoon session, as 
investors await the outcome of a weekly debt 
sale amid fear of devolvement in the shorter-
tenure security. 

The benchmark 7.17% bond maturing in 2028 
changed hands at 96.17 rupees, yielding 7.74%, 
at 1:00 p.m. in Mumbai against 96.32 rupees 

and 7.72% yield at previous close. Indian rupee 
was unchanged at 67.31. 
“Supply pressure amid uncertainty over whether 
the auction will go through is weighing on bond 
prices,” a trader with a private bank said. 
“Participants are also cautious ahead of the 

release of inflation print for the month of April 
that is due next week.” 
India’s federal government is selling 120 billion 
rupees of bonds today, including 40 billion 
rupees of benchmark paper. Traders fear 

devolvement in the 6.84% 2022 bond, in line 
with the trend seen in the last three auctions. 
Investors’ appetite for the government bonds 
had weakened after minutes of the Monetary 
Policy Committee’s April meeting released last 
month hinted that some members may vote 
for “withdrawal of accommodation” in the 
June meeting. 

Higher crude oil prices and continued weakness 
in the domestic currency has fueled bets that 
inflation may accelerate going ahead, possibly 

leading to monetary tightening. India’s 
benchmark yield rose 14 basis points in the last 
two sessions. 
Inflation data for April, due May 14, will be 

keenly watched to measure the degree of impact 
higher crude oil prices had on the domestic 
inflation, traders said. A Reuters poll pegs the 

rate at 4.42% on year against 4.28% in March.  
Crude oil prices eased today from multi-year 
highs in the previous session on hopes that 
alternative supplies could replace a looming drop 
in Iranian exports from U.S. sanctions. 
The benchmark Brent crude oil contract was at 

$77.25 per barrel against $78 yesterday’s high 
and $77.47 close. India imports 80% of its crude 
oil requirements. 
Investors await the election in India’s southern 
state of Karnataka tomorrow, with the results 
due on May 15.  

 
The 10-year Treasury yield eased to 2.96% in Asian 
trade after having broken through the psychologically 
significant level of 3% earlier this week. 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-

61353300 
- Edited by Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 

 
 

Indonesia 

Indonesian market sell-off deepens, 

credit default swap spikes  

08-May-2018  
By Gayatri Suroyo 
JAKARTA, May 8 (Reuters) - Lingering concerns 

over rising global yields, higher oil prices and 
slowing growth at home drove the Indonesian 
rupiah to its weakest levels in nearly 2-1/2 
years on Tuesday, which led to the country's 

stocks and bonds also to be sold off. 

The rupiah hit its weakest levels since December 
2015 at 14,043 to a dollar, extending a three-
month decline that has seen it shed more than 5 
percent of its value against the dollar even while 
authorities intervened to support it. 
The latest fall comes a day after data showed 

the Indonesian economy grew at a weaker-than-
expected pace of 5.06 percent in the first 
quarter, adding another headwind to markets 
already worried about capital outflows from the 
high-yielding rupiah bond markets. 
As the rupiah fell, the stock market on Tuesday 

declined 1.7 percent to its weakest levels in a 

year, while yields in the government bond 
market, 38 percent of which is owned by foreign 
investors, rose across the board. The benchmark 
10-year yield was up at 7.16 percent. 
"The market is responding to rising risks in 
Indonesia's economy at a time when oil prices 
are climbing," said Fakhrul Fulvian, an 

economist at Trimegah Securities. 
Indonesian markets have been hit harder than 
others in Asia in the past three months as U.S. 
yields rose and the dollar rallied, although 
markets in India, the Philippines, Thailand 
and Malaysia have also seen foreign 
investment outflows. 

Dhian Karyantono, fixed income analyst at Mirae 
Asset Sekuritas Indonesia, said bond investors 

sold their Indonesian assets due to the rupiah's 
slump as well as a rise in the country's credit 
default swaps - a contract for investors to 
eliminate possible loss from a sovereign's 
default. 
Indonesia's 5-year contract for CDS rose to 
117.53 basis points on Tuesday, the highest 

since July 2017, due to rising oil prices, analysts 
said. 
The central bank increased its foreign exchange 
swap volumes in an auction on Tuesday to take 
$1.96 billion and inject 28 trillion rupiah ($2 
billion) to the market, a senior official said. 

Mandiri Sekuritas chief executive Silvano 
Rumantir said he expects markets to remain 
volatile until June as investors bet on the pace 
and timing of Federal Reserve policy tightening.  
The securities firm has revised down its forecast 
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for the Jakarta benchmark stock index at the 

end of this year to 6,325 from 6,725, Rumantir 

told Reuters. That would be a correction of 0.5 
percent from the 2017 closing. 
 
($1 = 14,035.0000 rupiah) 
(Reporting by Tabita Diela, Cindy Silviana and Gayatri 
Suroyo; Editing by Vidya Ranganathan and Richard 
Borsuk) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Indonesia's finance ministry sees debt 

market stabilising   

11-May-2018  
JAKARTA, May 11 (Reuters) - A rise in 

Indonesian bond yields is unavoidable given 

the current global situation, but the finance 
ministry believes the market will stabilise and 
is preparing alternatives for financing in the 
mean time, a senior official said on Friday. 

"For yields to return to 6.3 percent would be 
hard, but we're comfortable that the movements 
(in global markets) are in line with ours," Luky 
Alfirman, the head of the ministry's financing 
and risk management office, told a news 

conference, referring to the yield of the 
benchmark 10-year bond. 
The 10-year Indonesian bond yield hit 7.340 

percent earlier on Friday, the highest since 
March 2017, before falling slightly to 7.314 
percent. 

 
(Reporting by Maikel Jefriando; Writing by Gayatri 
Suroyo 
Editing by Jacqueline Wong) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Indonesia sees debt market stabilising, 

central bank signals rate hike  

11-May-2018  
•Govt has enough cash but preparing for 
financing alternatives 

•45 pct of 2018 bond target has been sold 
•Finance ministry has called for meeting with 
dealers, investors 
•BI's rate rise signal again calms rupiah, bond 
yields - analyst 

By Maikel Jefriando and Gayatri Suroyo 
JAKARTA, May 11 (Reuters) - A rise in 

Indonesian bond yields is unavoidable given 
the current global situation, but the finance 
ministry believes the market will stabilise and 

is preparing alternatives for financing in the 
mean time, a senior official said on Friday. 

Indonesian markets have been hit harder than 
others in Asia in the past three months as U.S. 
yields rose and the dollar rallied, deepening 
concerns about capital outflows. 
Its sovereign bond yields have risen across the 

curve while the rupiah fell to its lowest since 

December 2015, as investors sold off risky 

emerging market assets. 
The 10-year Indonesian bond yield hit 7.340 
percent earlier on Friday, the highest since 
March 2017, before falling to 7.299 percent. 
The finance ministry has sold fewer bonds than 
targeted in in latest auctions and on Tuesday it 

turned down all bids - worth 7.19 trillion rupiah 
($512.8 million) - because investors were asking 
for "out of ordinary" yield levels. 
"For yields to return to 6.3 percent would be 
hard, but we're comfortable that the 
movements (in global markets) are in line 
with ours," Luky Alfirman, the head of the 
ministry's financing and risk management 
office, told a news conference, referring to the 

yield of the benchmark 10-year bond. 

Finance Minister Sri Mulyani Indrawati said on 
Wednesday the government had sufficient cash 
for it to be able to wait until the market reaches 
a new equilibrium. 
The ministry also invited bond dealers and big 
investors for an "urgent" meeting on Friday at 

0700 GMT to discuss market updates. 
The government's strategy for 2018 bond 
issuance was to front-load the sales, Alfirman 
said. So far, around 45 percent of the 846.4 
trillion rupiah total bond target for the year has 
been issued, according to data from the 
ministry. 

Alternatives for raising money are being 

prepared, which includes multilateral loans, 
private placement of bonds in both rupiah and 
foreign currencies and sale of yen-denominated 
bonds, Alfirman said. 
Separately, Bank Indonesia (BI) said the 
rupiah's level is not reflecting fundamentals 

and the central bank has ample room to 
adjust its benchmark policy rate, giving 
another hint it may raise rates to support the 
currency. 

BI has kept the key rate at 4.25 percent since 
September last year, following its 200 basis 
point rate cuts in 2016 and 2017. Its next policy 
meeting is on May 16-17. 
BI's comments helped the rupiah firm and 

lowered bond yields on Friday, said Ahmad 
Mikail, an economist at Samuel Sekuritas in 
Jakarta. 
The rupiah strengthened 0.4 percent on Friday 
to trade at 14,020 percent. The stock market 
extended its rebound, gaining 1.8 percent on 

Friday. 
"The market has priced in a BI rate hike. When 
it raises the rate, yield may even come down," 
Mikail said. 
The rupiah is vulnerable to outflows because of a 
high percentage of foreign ownership in 
Indonesian bonds. The country runs a current 

account deficit that is partly financed by portfolio 
inflows. 

The central bank governor said in April he 
expects the country's current account deficit to 
widen to 2.2-2.3 percent of gross domestic 
product in 2018, slightly higher than its earlier 
estimate of 2.1 percent and compared to 1.7 

mailto:Publicdebtnet.dt@tesoro.it
mailto:gayatri.suroyo@thomsonreuters.com
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percent in 2017. 

The first quarter's balance of payments data, 

including current account, is due later on Friday.  
 
($1 = 14,020.0000 rupiah) 
(Additional reporting by Tabita Diela; Editing by 
Jacqueline Wong) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia tipped for Samurai return   

11-May-2018  
•Bonds: Sovereign explores yen funding as 
EM sell-off rocks dollar bonds 

By Takahiro Okamoto and Daniel Stanton 
TOKYO/SINGAPORE, May 11 (IFR) - The 

Republic of Indonesia conducted roadshows in 
April ahead of a possible return to the 

Samurai bond market, two sources said, just 
as global investors have cooled on Indonesian 
bonds in other currencies. 

A deal may come in the near future, given that 
Indonesia is a regular issuer in yen and last 
issued Samurai bonds almost exactly a year ago, 
on May 31 2017. 
However, the marketing schedule and pricing 

date have yet to be finalised as market 
conditions are not necessarily favourable.  
Indonesia has been affected by a global sell-
off that has rocked emerging markets around 

the world. The strengthening US dollar, rising 
Treasury yields and renewed fiscal stresses in 
Argentina and Turkey have sent funds in search 
of safer assets, leading to heavy outflows from 

EM bond funds. 
"The weakness that we see in Indonesia is more 
a function of the broader sell-off in emerging 
markets," said Jack McIntyre, portfolio manager 
for global fixed income strategies at Brandywine 
Global. "Indonesia has not been hit more than 
any other emerging market. The US dollar is 

undergoing a counter-trend move, and emerging 
markets are getting swept up in the profit-taking 
cycle." 

The rupiah on Tuesday hit its lowest against the 
dollar since December 2015, while the Jakarta 
stock index fell to its weakest in a year.  

Suahasil Nazara, head of Indonesia's fiscal policy 
office, said the government would wait until 
markets stabilise before selling bonds in foreign 
currencies, according to a Reuters report. 
The last Samurai offering, led by Mizuho, 
Nomura and SMBC Nikko, raised ¥100bn 
(US$911m) from three, five and seven-year 

notes. This was Indonesia's first standalone 
public offering in over 30 years, following a 
series of issues under a guarantee from Japan 
Bank for International Cooperation and then 
through private placements.  
Indonesia was a hot favourite among 
international bond investors lately, but 

sentiment has weakened in recent weeks, at 
home and abroad. 

"It is one of the few emerging markets in Asia to 

run a current account deficit," said Brandywine's 

McIntyre. "In periods of market stress, investors 

tend to focus on countries with current account 
deficits first." McIntyre said that Brandywine, an 
affiliate of Legg Mason, was still long in 
Indonesia and took a constructive view. 
The rout is making it harder for Indonesian 
issuers to access the offshore capital markets.  

State-owned power utility Perusahaan Listrik 
Negara started roadshows on April 26 ahead of a 
potential offering of US dollar bonds and/or 
offshore rupiah bonds, but has yet to come to 
market. 
PLN’s 2027 bonds have dropped almost four 

points to a cash price of 91 since the mandate 
was announced on April 25, according to 
Tradeweb. 

The announcement followed a relatively weak 
response to a dual-currency sovereign issue in 
dollars and euros, for which no distribution 
statistics were disclosed, and a US$500m 

offering by state-owned port operator Pelabuhan 
Indonesia III (Pelindo III) a week later, which 
closed less than twice subscribed. 
Indonesia’s 2028 dollar bonds, priced on April 
17, dropped nearly two points since the PLN 
announcement to 95.7 on May 8, but had 
rebounded to 96.6 on Thursday, implying a 

yield of 4.5%. The Treasury spread widened to 
a peak of 177bp on Tuesday, but was seen on 

Thursday at 154bp, around 23bp wider than at 
issue. Its seven-year euro bonds, issued at the 

same time, dropped a third of a point to a cash 
price of 99.7 as of Thursday. 
Pelindo III’s five-year bonds, priced on April 25, 
rose above the reoffer price of 98.899 in the first 

few days of trading, but had dropped to 97.7 by 
May 10, implying a yield of 5.0%, 25bp wider 
than at issue. 
FAILED AUCTION 
A failed government bond auction on May 8 
added to concerns. Foreign investors hold 
around 40% of rupiah-denominated 
government bonds, leaving domestic yields 
susceptible to volatile capital flows.  

The government rejected all bids in Tuesday’s 
bond auction, and Bank Negara Indonesia wrote 

in a research note that the Rp7.19trn 
(US$510m) of bids was the lowest total since 
December 2012. 
“People had been holding Indonesian bonds for 
technical reasons, but the failed auction and the 

hiccups around the sovereign deal caused people 
to rethink their positions,” said a fund manager. 
Indonesia on Monday reported first-quarter GDP 
growth of 5.06%, lower than the government’s 
forecast growth rate for 2018 of 5.4%, while 
imports grew much faster than exports. 

Sovereign CDS widened to 130bp on May 8, the 
highest in two years, before tightening slightly, 
while the onshore government 10-year yield hit 

7.32% on May 9, its highest since May 2017. 
Bank Indonesia said the country’s reserves 
dropped slightly to US$124.9bn at the end of 
April, from US$126bn a month earlier, due 

mainly to repayments of government external 
debt and efforts to stabilise the rupiah. 
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(This story will appear in the May 12 issue of IFR Asia 
magazine Reporting by Takahiro Okamoto and Daniel 
Stanton; Editing by Steve Garton) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Israel 

Israel posts April budget surplus of 

500 mln shekels  

06-May-2018  
May 6 (Reuters) - Israel posted a budget 

surplus of 500 million shekels ($138.5 
million) in April, narrowing the deficit so far in 
2018 to 1.6 billion shekels, the Finance 
Ministry said on Sunday. 

In GDP terms, the deficit in the past 12 months 
was 1.8 percent. 
(billions of shekels) 
**-excluding credits granted 
-- Income from taxes alone totaled 25.2 billion 
shekels in April, up 4.3 percent from April 2017. 
For the first four months of 2018, tax income 

has risen 5.7 percent. 
-- Israel set a budget deficit target of 2.9 
percent of GDP for 2018. 
 
($1 = 3.6107 shekels) 
(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 2018. 
 
 

Kazakhstan 

Kazakhstan readying first `euro-

clearable' local currency bond  

09-May-2018  
By Marc Jones 
DEAD SEA RESORT, Jordan, May 9 (Reuters) - 
Kazakhstan hopes to sell its first "euro-
clearable" bond denominated in its own 
currency this year, as well as a yuan-
denominated "panda" bond, the country's 
finance minister told Reuters. 

After a turbulent few years that culminated in an 

economic slump and a currency crisis, oil 
producer Kazakhstan is being buoyed again by 
the sharp rebound in crude prices.  
The government hopes that its Astana 
International Financial Center, currently under 
development as a Dubai-style banking and 
trading hub for central Asia, will be boosted by 

the listing of an international bond in tenge, 
Sultanov said. 
"The country was very active in 2014 and 
2015 with international issuances of dollar 
Eurobonds and now the government is 
studying very carefully the possibility of local-

currency international bond issuance," Finance 
Minister Bakhyt Sultanov said on the sidelines of 

EBRD's annual meeting in Jordan. "That is really 

the priority for this year." 

He said it was still too early to think about how 
big the bond would be, or its maturity. 
But what should catch investors' attention is that 
it is likely to be the first Kazakhstan government 
bond denominated in the local currency, the 
tenge, that is eligible for settlement via 

Euroclear, an international post-trade services 
system, making it easier for foreign investors to 
buy and sell the securities.  
Sultanov wants to ensure a more diverse 
investor base, hoping that financing might 
stay around longer when future downturns 

come. The country burnt through almost $30 
billion of reserves trying halt a plunge by the 

tenge before it eventually floated the currency in 

mid-2015. 
Last year, though, more than $20 billion of 
foreign direct investment has returned, Sultanov 
said. 
"That is why it is import to diversify the investor 

base so that is why the country is looking at new 
instruments such as local currency bonds as well 
as sukuk and Panda bonds." 
A panda bond is a bond denominated in Chinese 
yuan, sold in China by a non-Chinese issuer. A 
sukuk bond targets Islamic investors because 
they are deemed to be compliant with Sharia 

law. 
 
(Reporting by Marc Jones, editing by Larry King) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

Lebanon plans to sell US$2bn 

Eurobonds   

09-May-2018  
LONDON, May 9 (IFR) - Lebanon's central bank 

will sell US$2bn of Eurobonds over the coming 
year, the central bank governor said on 
Wednesday, part of a debt swap the 
government says will boost central bank 
reserves and reduce its debt-servicing costs. 

Central Bank Governor Riad Salameh, in an 
email to Reuters, confirmed a plan for a 
US$5.5bn to US$6bn debt swap announced by 
Finance Minister Ali Hassan Khalil at the end of 

March. 
Under the planned swap, the government will 
issue US$5.5bn to US$6bn of new foreign 
currency bonds and swap them for Lebanese 
pound Treasury Bills at market rates held by the 
central bank, Salameh said. 
"[The debt swap] will strengthen the dollar 

assets of the central bank and will allow the 
central bank to lend the government in 
Lebanese pounds at low rates without 
jeopardizing the stability of the currency," 
Salameh said. 
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Central bank data show foreign assets stood at 

US$43bn at the end of April. 
Lebanon has one of the world's highest ratios 
of debt to gross domestic product at more 
than 150 percent, and the International 
Monetary Fund has called Lebanon's debt 
trajectory unsustainable. 

Growth has stagnated between 1 and 2 percent 
since the Syrian conflict broke out in 2011 and 
the country is under pressure from international 

donors, who pledged around US$10bn in soft 
loans in April, to show it has a credible plan to 
improve public finances. 
Lebanon on Sunday held its first parliamentary 
election in nine years, and it is unclear how long 
it will take to form a new government once 
parliament's term expires on May 20. 

Salameh said there was no schedule yet for the 
US$2bn Eurobond sale, which could happen "in 
increments". 
Paralysed by political tensions for years, 
Lebanon's government has been unable to 
reform public finances. The central bank has 

maintained economic stability using stimulus and 
unorthodox financial operations, using the 
billions of dollars deposited in Lebanon by the 
country's large diaspora. 
In 2016 the central bank carried out what it and 
the IMF have called "unconventional" financial 
engineering to boost foreign currency reserves, 

maintain a peg to the US dollar and raise banks' 
capital reserves. 

Lebanon at the time was struggling to resolve a 
presidential vacuum of more than two years long 
and cope with the impact of the Syrian conflict. 
The growth rate of deposits into banks was 
slowing and foreign currency reserves fell. 

Part of the financial engineering encouraged 
local banks to bring dollars into the central bank 
by buying local currency debt from them at 
favourable rates. 
Salameh said the planned debt swap would not 
go as far as the financial engineering of 2016 

and similar incentives for banks would not be 
offered. 
 
(Reporting by Lisa Barrington) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Lebanon dollar-bonds hit multi-month 

lows on US pulling out of Iran deal  

09-May-2018  
LONDON, May 9 (Reuters) - Lebanon's dollar-

denominated bonds fell as much as 2.745 
cents to hit multi-month lows on Wednesday 
after U.S. President Donald Trump said 
Washington would pull out of the Iran nuclear 

deal and re-impose sanctions. 

The $1 billion bond maturing in 2022 racked up 
the steepest losses, tumbling to 90.66 cents - its 
lowest level since November 2017, according to 
Thomson Reuters data. 
Lebanese markets had already been under 
pressure after Sunday's election result 

underscored Tehran's growing regional clout.  

 
(Reporting by Karin Strohecker) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Malaysia 

Moody's says Malaysia opposition 

election upset could be credit negative  

10-May-2018  
KUALA LUMPUR, May 10 (Reuters) - Global 

ratings agency Moody's said on Thursday that 
a stunning election upset in Malaysia puts the 
country into uncharted territory and some of 

the opposition's campaign promises could be 
credit negative for its sovereign debt rating 
unless there are adjustments. 

Mahathir Mohamad's opposition alliance secured 
an unexpected victory in the polls on Wednesday 
against Najib Razak's Barisan Nasional coalition. 
"Some campaign promises, if implemented 
without any other adjustments, would be credit 

negative for Malaysia’s sovereign," Moody's said 
in a statement. 
These include the proposed abolishment of the 
goods and services tax and the reintroduction of 
fuel subsidies, the statement said.  

 
(Reporting by Praveen Menon; Editing by Kim Coghill) 

(( praveen.menon@thomsonreuters.com ; 
+60323338047; Reuters Messaging: 
praveen.menon.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Fitch: Malaysia Election Results Make 

Policy Shift More Likely  

11-May-2018  

Fitch Ratings-New York/Hong Kong-May 11: The 

surprise victory of the opposition Pakatan 
Harapan (PH) coalition in Malaysia's general 
elections held on 9 May means a much higher 
likelihood of fiscal and economic policy 

change, says Fitch Ratings. The PH won 113 of 
222 parliamentary seats, resulting in Malaysia's 
first electoral transfer of power since 

independence in 1957. 
Fitch affirmed Malaysia's 'A-' rating with a Stable 
Outlook on 28 March, noting that the election 
result was unlikely to lead to significant 
economic policy shift. The extent to which the 
new government's agenda will shift major policy 
is uncertain, but the PH victory and its policy 

platform indicate a much greater potential for 
change. In the meantime, Fitch will monitor the 
new government's policy agenda as it evolves. 
The PH platform includes proposals to roll back 

tax and subsidy reforms as part of a 100-day 
fiscal plan. Notably, Fitch has highlighted policy 
slippage leading to deterioration in fiscal 

discipline and higher government debt or deficits 
as a negative rating sensitivity. 

mailto:Publicdebtnet.dt@tesoro.it
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Among the most notable proposals is the 

replacement of the goods and services tax (GST) 

- a value-added tax launched in 2015 - with the 
narrower sales and services tax (SST) that had 
preceded it. The GST has become a key source 
of government revenue, accounting for 18% of 
total revenue equivalent to just over 3% of GDP 
in 2017. By comparison, the SST accounted for 

only 8% of total revenue and 1.6% of GDP in its 
last year, 2014. As such, absent offsetting 
measures, the replacement of the GST would 
result in a correspondingly higher deficit. 
Another significant element of the PH platform is 
a proposal to reinstate some of the fuel 

subsidies that were eliminated in 2015. Fuel 
subsidies accounted for around 1.7% of GDP in 
2014 before they were rationalised, declining to 

0.3% in 2015. Therefore, if fuel subsidies are 
reinstated they could offset some potential 
budgetary gains from rising oil and commodity 
prices. 
Other notable PH platform policies include a 
review of government contingent liabilities 
and a Royal Commission of Inquiry to 
investigate recent corruption scandals. 
Reviewing contingent liabilities could limit the 
build-up of risks to broader public finances over 
the long term, though at the expense of creating 
some headwinds for domestic demand and 
growth. An inquiry into scandals could improve 

governance indicators over time, mitigating a 
key rating constraint for Malaysia. 

Malaysia's growth momentum remains strong 
and is a key factor underpinning its rating. We 
continue to forecast for average growth to 
exceed the 'A' median, though policy uncertainty 

and resulting market volatility may lead to some 
short-term headwinds. Malaysia's credit has also 
benefited from improving external and fiscal 
accounts in recent years, while lower per capita 
income, social development and governance 
have acted as ratings constraints. 
 
Media Relations: Benjamin Rippey, New York, Tel: +1 
646 582 4588, Email: 
benjamin.rippey@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
Additional information is available on 
www.fitchratings.com 
 
 

Maldives/United Arab Emirates 

ADX lists US$ 100 million sovereign 

bonds for ADFD issued by the 

Government of Maldives  

06-May-2018  
The Abu Dhabi Securities Exchange (ADX), the 
region’s leading financial market, listed a 
sovereign bond through a private placement 
for the Abu Dhabi Fund for Development 

(ADFD) issued by the Government of 

Maldives. The bond, denominated in US dollars, 

was listed by The Maldives Ministry of Finance 

and Treasury on the Abu Dhabi Exchange 
Securities Market and is worth US$ 100 million 
with a five year maturity (2023) and a coupon 
rate of 5.5 per cent per annum. The bonds are 
rated B+ by Fitch Ratings. 

This historic listing is the first foreign sovereign 
bond to have a primary listing on any stock 
market in the UAE and the region, reflecting the 
Exchange’s leading position in the international 
market in part thanks to its advanced technical 
and organisational infrastructure. 
HE Dr. Hussain Niyaz. Ambassador of the 

Republic of Maldives to the UAE rang the 
opening bell in ADX to mark the start of trading; 

in the presence of HE Mohammed Saif Al 
Suwaidi, Director General of Abu Dhabi Fund for 
Development (ADFD) and Chief Executive of 
ADX, Rashed Al Blooshi, and representatives 
from First Abu Dhabi Bank (FAB), as the 

arranger and lead manager on this transaction. 
HE Dr. Hussain Niyaz, Ambassador of the 
Republic of Maldives to the UAE said that the 
Government of Maldives recognises and 
appreciates the important role that ADFD has 
played in the development of Maldives over the 

past four decades, providing financing in areas 
of infrastructure development, transport, 
telecommunication, housing and energy. In 
2017, ADFD provided U.S. $50 million to 

primarily finance the development of a new 
terminal at Velana International Airport. 
The Maldivian Ambassador stressed the distict 

position that the UAE and specifically Abu 
Dhabi holds as a center for capital markets in 
the region in virtue of its world class 

regulatory structure. HE said: “This issuance 
strengthens the Government of Maldives’ 
strategy and its ability to find the necessary 
funding as it prepares to expand its expenditure 
on development projects and accelerate the 

economic and social development of the 
country.” 
On his end, HE Mohamed Saif Al Suwaidi 
stressed the supporting role of ADFD to the 

Maldivian government and the financial aid it 
has given it to develop infrastructure projects. 
He pointed out that ADFD is providing financial 

assistance to a number of developing countries 
in various continents, including the Maldives, 
with whom they have held a relationship since 
1967. ADFD supported Maldives in financing AED 
550 million for the country?s sustainable 
economic development. 
He added that the process of listing sovereign 

bonds in ADX for ADFD is indicative of the 
ongoing successful implementation of its 
investment strategy. This action not only 
guarantees good financial returns but also helps 

ensure the sustainability of the Fund's main 
activity in providing concessionary loans. The 

Fund carries out investment activities to 
enhance its resources and financial revenues 
through equity participation and liquidity 
management. 

mailto:Publicdebtnet.dt@tesoro.it
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ADFD pursues a two-pronged investment 

strategy in this area, including direct investment 

in selected companies across different countries, 
and the management of available liquidity in a 
way that enables revenue to support its financial 
resources. The Fund invests in 15 strategic 
companies, four private portfolios with a total 
value of AED 3 billion. 

HE Al Blooshi added that the listing reaffirms 
ADX’s leading position across the region, given 
the confidence of governments in ADX, as well 
as its technical and organisational readiness to 
list and trade fixed income instruments, and its 
adoption of an advanced settlement and clearing 

system. 
HE said: ‘ADX seeks to become the preferred 
listing and trading platform, and works on 
consolidating its position as a leading market 
in the region by providing the most innovative 
products and services to ensure a fair and 
secure investment environment. It also 
strives to strengthen the local economy and 
its sustainable development, in line with the 
Abu Dhabi Plan by developing the financial 
services sector, creating an attractive 

business and investment environment in the 
Emirate.’ 

HE pointed out that ADX has a world-class 
infrastructure for the listing and trading of 
diversified securities, primarily bonds, and 
provides investors with the opportunity to invest 
their savings in a legal environment that adopts 

the best international practices in disclosure and 

transparency, within a stable economic and 
regulatory environment, attractive for foreign 
capital. Al Blooshi affirmed that the market 
continues its efforts to diversify investment and 
hedging tools and continue in its efforts to raise 
the level of investment liquidity, in order to 
attract new investors experienced with modern 

investment tools. 
These bonds are the second issuance by the 
Republic of Maldives to be listed on the 
international capital markets, following a 
successful debut listing on the Singapore 

Stock Exchange in May 2017. The proceeds of 
the bonds will be used to fund ongoing and 

proposed projects and programs for the year. 

ADX is one of the region's leading financial 
markets for innovative services and was the first 
in the MENA region, and third in the world, to 
implement Blockchain technology in e-voting 
services. In 2017, the Exchange attracted 573 
investors, 460 of them are foreign investment 
institutions. The 25 biggest international Assets 

Management institution are actively investing in 
ADX and also 350 of the biggest International 
Pension Funds. As of the Q1 2018, the number 
investment institutions operating in the market 
amounted to 7792, with 5803 foreign 
investment institutions. 

 
Copyright (c) 2018 Euclid Infotech Pvt Ltd. 
 

 

Philippines 

Philippines Q1 growth stays buoyant, 

but inflation a 'spoiler'  

10-May-2018  
•Q1 GDP growth at 6.8 pct y/y, 1.5 pct q/q 
•GDP may have grown faster if not for 
inflation - minister 
•Strong Q1 GDP supports rate hike views  

By Neil Jerome Morales 
MANILA, May 10 (Reuters) - The Philippine 

economy got off to a strong start for the year 
on higher government spending, but 

policymakers flagged inflation as a growing 
risk, raising the odds for an interest rate hike. 

The Philippines' $314 billion economy expanded 
6.8 percent in the first quarter from a year 
earlier, data showed on Thursday, matching 
expectations and supporting optimism the 
government is on track to meet its full-year 
growth target. 

Economic Planning Secretary Ernesto Pernia said 
the economy would have grown closer to the 
mid-point of the government's 7-8 percent 
target for the year were it not for inflation that 
hit a five-year peak in April.  
"Inflation is the spoiler, that is why we really 
need to focus on inflation," Pernia told a news 

conference. 

Meeting the lower end of the government's full-

year growth goal could still be achieved, Pernia 
said. 
On a quarterly basis, the economy grew 1.5 
percent in January to March, matching the 
December quarter's pace.  

The GDP data was released ahead of a meeting 
by the central bank's policy-making Monetary 
Board, which is widely expected to raise the 
benchmark interest rate for the first time in 
more than three years on Thursday to contain 
price pressures.  
Asked how the growth figures might affect 

policy, Bangko Sentral ng Pilipinas Governor 
Nestor Espenilla replied via WhatsApp message 

with only an emoji showing a radio and a smiley 
with its mouth zipped. 
But the economy's first quarter performance, 
among the fastest in Asia, reinforced 
expectations for a rate hike.  

"With inflation pressures having risen above the 
upper end of the BSP's target range, credit 
expansion strong and rapid GDP growth 
continuing, the latest Q1 GDP data supports the 
case for a 25 bp rate hike by the BSP," Rajiv 
Biswas, Asia Pacific chief economist at HIS 

Markit, said.  
Eleven of 12 economists in a Reuters poll 
forecast a 25 basis point rise in the overnight 
borrowing rate, with some expecting the hike to 

be followed by at least one more increase this 
year. 
But Economic Planning Undersecretary 

Rosemarie Edillon said raising rates may not 
necessarily be the appropriate response to 
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containing inflation as it stems from supply 

constraints. 

Higher fuel prices and additional taxes on certain 
commodities pushed annual inflation in April to a 
five-year high of 4.5 percent, outside the central 
bank's 2-4 percent target for this year and next. 
Rising inflation weighed on domestic demand 
in the first quarter as growth in personal 
consumption slowed to an annual 5.6 percent 

from 6.2 percent in the previous quarter.  

But government spending, buoyed by an 
aggressive infrastructure push, climbed 13.6 
percent in January to March from the previous 
quarter's 12.2 percent.  
President Rodrigo Duterte's administration is 
rolling out a $180 billion "Build Build Build" 

programme, which aims to modernise the public 

transport system to make it more efficient. 
The government has implemented tax reforms, 
including additional taxes on some commodities, 
to boost revenues that will support infrastructure 
spending, while reassuring the public the tax 
measures will have a minimal and temporary 

effect on inflation. 
 
(Writing by Karen Lema and Manolo Serapio Jr. 
Editing by Eric Meijer and Jacqueline Wong) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Saudi Arabia Q1 budget gap 34.3 bln 

riyals   

07-May-2018  
RIYADH, May 7 (Reuters) - Saudi Arabia's first 

quarter budget deficit stood at 34.3 billion 
Saudi riyals ($9.15 billion), around 18 percent 
of the total gap forecast for 2018, the finance 
ministry said on Monday. 

The kingdom - which is making concerted efforts 
to diversify its oil-reliant economy - has 
projected a deficit of 195 billion riyals, or 7.3 

percent of gross domestic product (GDP), this 
year, down from 230 billion last year.  

It plans to balance the budget by 2023. 
First quarter revenues reached 166.3 billion 
riyals, up 15 percent from the same period 
last year, the ministry said in a statement.  

Non-oil revenues jumped 63 percent to 52.3 
billion riyals, mainly due to a 5 percent value-
added tax and fees imposed on foreign workers 
introduced by the government in January.  

Noting the strong non-oil growth, Finance 
Minister Mohammed al-Jadaan said the first 
quarter figures "reflect rapid and significant 
progress in economic reform." 
Total spending reached 200.6 billion, up 18 

percent.  

Last week, Jadaan said the government was on 
track to cut the deficit to 7 percent of GDP this 
year. 
Oil revenues rose only 2 percent, despite the 

recent rise in the oil price. The ministry said a 

switch to quarterly dividends for Aramco meant 

that impact would be seen in the second 
quarter. 
"We expect more improvement over the coming 
quarters, as spending becomes more efficient 
and as oil and non-oil revenues grow further," 
said Mazen al-Sudairi, head of research at Al 

Rajhi Capital. 
He added that Al Rajhi Capital forecasts oil 
revenues to reach 540 billion riyals in 2018, 
exceeding government estimates of 490 billion. 
Saudi Arabia, the world's top oil exporter, does 
not disclose the oil price assumptions behind its 

budget. An International Monetary Fund official 
told Reuters that the Gulf Arab state would need 
oil prices to average $85-87 a barrel this year to 

balance its state budget. 
  
($1 = 3.7503 riyals) 
(Reporting By Marwa Rashad and Aziz El Yaakoubi; 
Editing by John Stonestreet and Toby Chopra) 
(( marwa.rashad@thomsonreuters.com ; 
+966114632603 ; Reuters Messaging: 
marwa.rashad.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka 

Sri Lankan rupee edges down to near 

record low; central bank intervenes   

09-May-2018  
COLOMBO, May 9 (Reuters) - The Sri Lankan 

rupee closed slightly weaker on Wednesday 
with the central bank selling dollars at 157.70 
to 157.80 rupees per dollar to select banks to 
arrest further fall, dealers said. 

The rupee closed at 157.80/95 per dollar, 
compared with Tuesday's close of 157.60/80. 

The currency hit an all-time low of 157.90 per 
dollar on May 2. It has declined 0.2 percent so 
far this month after a 1.5 percent fall in April. 
"Today the central bank was not that 
aggressive. The demand for dollars was there," 
a currency dealer said, asking not to be named. 

"The emerging markets currencies are also 

under pressure." 
Officials at the Central Bank of Sri Lanka were 
not immediately available for comments. 
The euro slid to a new 2018 low on 
Wednesday as more investors bet on the 
dollar rising because of relatively higher 
interest rates, while concerns about the U.S. 
exit from an international nuclear deal with 
Iran also supported the greenback. 

The rupee will stabilise and the monetary 
authority will intervene to smooth high volatility 
as there is no reason for a weaker currency, 
Nandalal Weerasinghe, senior deputy governor 
at the central bank, said last week. 

The central bank said on April 26 it would 
intervene to support the rupee when necessary 

and that there was no reason for the rupee to be 
under pressure given the country's record $10 
billion foreign currency reserves. 
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Dealers said they expect the rupee to gradually 

weaken and face higher volatility this year due 

to debt repayments by the government. 
Foreign investors sold government securities 
worth a net 5.7 billion rupees ($36.20 million) in 
the week ended May 2, bringing the outflow so 
far this year to 5.8 billion rupees, central bank 
data showed. 

 
($1 = 157.4500 Sri Lankan rupees) 
(Reporting by Ranga Sirilal and Shihar Aneez; Editing 
by Gopakumar Warrier) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2018. 

EUROPE 

 

Albania 

Albania sells 12 bln leks (93.8 mln 

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

08-May-2018  
TIRANA (Albania), May 8 (SeeNews) – Albania's 

finance ministry said on Tuesday it raised a 
total of 12 billion leks ($111.9 million/93.8 
million euro) at an auction of six-month and 
one-year Treasury bills, as both issues were 
oversubscribed. 

The average yield of the six-month Treasury bills 

rose to 1.919%, from 1.836% at the last auction 
held on April 3, the finance ministry said in a 
statement. 
The average yield of the one-year Treasury bills 
edged down to 2.291% from 2.337% at the last 
auction held on April 24. 

 
(1 euro = 126.251 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 

Hungary 

Hungary posts 209.4 bln forint April 

budget deficit   

08-May-2018  
BUDAPEST, May 8 (Reuters) - Hungary's 2018 

budget deficit widened by 209.4 billion forints 
($791.68 million) to 1.08 trillion in April, 
approaching a 1.36 trillion forint full-year 
target, data showed on Tuesday. 

The shortfall rose due to increased spending on 
pre-financing projects sponsored by the 
European Union, various infrastructure 
development programmes, as well as one-off 
pre-election expenditures, the Economy Ministry 
said. 

At the same time, the ministry affirmed its 2.4 

percent of gross domestic product full-year 
deficit target. It said revenues from value-
added, personal income and payroll taxes rose in 
the first four months. 
 

($1 = 264.5 forints) 
(Reporting by Gergely Szakacs) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 

gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary plans fiscal stimulus, sees no 

Polish-style conflict  

08-May-2018  
•No measures planned that would affect 
independent judiciary 
•Govt plans economic stimulus measures -
Gulyas 
•Parliament to hold opening session on 
Tuesday 

By Gergely Szakacs and Krisztina Than 
BUDAPEST, May 8 (Reuters) - Hungary's 

government is planning new fiscal stimulus 
measures to keep economic growth above 4 

percent, a senior aide told Reuters late on 
Monday, ruling out a Polish-style conflict with 
European Union authorities over the rule of 
law. 
Prime Minister Viktor Orban won a third 
successive term in power last month at an 
election dominated by his fierce anti-migrant 
campaign, which resonated with large swathes 
of the electorate, especially in poorer, rural 

areas. 

The landslide gave Orban's ruling Fidesz party 
the power to rewrite any laws, including the 
constitution. Gergely Gulyas, Orban's new chief 
of staff, said no reforms were in the pipeline that 
would undermine judicial independence. 

Poland, eastern Europe's biggest economy and 
Hungary's key ally in the EU, has been locked in 
a legal battle with the European Commission 
over reforms affecting its judiciary. 
"Should there be any changes, that will not 
affect the constitutional requirement of judicial 
independence," Gulyas said when asked whether 

a similar conflict could emerge in Orban's next 
term in power, after a batch of sweeping 
reforms following his 2010 election victory. 

"If there should be any intention to change this, 
that would pertain to the justice minister. 
However, as of today, I am not aware of 
anything to that effect," Gulyas said in an 

interview in Hungary's imposing Parliament 
building overlooking the Danube River. 
Gulyas, who is currently the leader of the Fidesz 
parliamentary group, said keeping economic 
growth above 4 percent in the coming years 
would require additional measures, which were 

currently discussed but no decisions were made. 
"From the agriculture sector, to industry, the 
machinery sector and construction, we would 
like to see that this development is broad-
based," Gulyas said, declining further comment 

on the specific proposals being discussed. 
He said the new government would press on 

with hikes in the minimum wage, which have 
filtered through to the broader economy, helping 
Orban's re-election bid. 
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Gulyas said the wage rises and strong economic 

growth could help Hungary catch up to western 

living standards faster, adding however that in 
his personal opinion, joining the euro zone would 
not be likely during the next four years. 
"For now, there is a consensus among most 
economists that we should enter the euro zone, 
when we reach 80 to 90 percent of the average 

EU living standards," Gulyas said, adding that 
Hungary was currently at 69 percent. 
"We should join the euro zone when it serves 
the interests of the Hungarian economy and 
citizens." 
Gulyas also said Hungary would not be headed 

into talks about the EU's next budget with an 
intention to veto it. 
The European Commission proposed a bigger 
new multi-year budget last week that will 
trigger battles among members over how to 
fill the funding gap left by Britain's exit next 
year. 

Poland, which the Commission has in its sights 
with a new mechanism to penalise authoritarian 

governments that impinge on independent 
judges, warned of "a long road ahead" to reach 
the unanimous compromise required to put the 
budget into effect. 
"We belong to those, who approach the 
departure of the second-strongest economy 
from the EU rationally," Gulyas said. "We have 

taken up a negotiating position that is open to 
sensible proposals." 

 
(Reporting by Gergely Szakacs and Krisztina Than 
Editing by Shri Navaratnam) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Kosovo 

Kosovo to sell 20 mln euro of 2-yr T-

notes on May 10  

07-May-2018  

PRISTINA (Kosovo), May 7 (SeeNews) – 
Kosovo's finance ministry will offer 20 million 
euro ($24 million) of two-year, fixed-rate 
Treasury notes at an auction on May 10, it 
said. 

The issue will mature on May 5, 2020, the 
finance ministry said in a statement. 
At the last auction of two-year T-notes held on 
December 29, the finance ministry raised 25 

million euro. Yield rose to 0.73%, from 0.55% at 
the previous auction of two-year government 
securities. 
 
($ = 0.83580 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 

 

Lithuania 

Lithuanian Green Bonds are already on 

the Stock Exchange  

06-May-2018   
The Government of the Republic of Lithuania 
has issued a green bond issue, which is listed 
on the Nasdaq Baltic Debt Securities List. This 
is the first issue of Government securities 
issued by the Baltic States, which raised funds 
to be used to implement green projects, i.e. 
the modernization of multi-apartment 
buildings and increase of energy efficiency. 

?We are pleased to present Lithuanian investors 

with green bonds issued by the Government. 

Thus we are increasing the opportunities for 
Lithuanian capital market participants to 
contribute to the financing of green projects. 
Interest in green bonds is growing rapidly 
worldwide; it?s a global process. I am happy 
that we are also moving in this progressive 

direction and developing a green bond market in 
the country,? Vilius ?apoka, the Minister of 
Finance, said. 
The demand for the Government bonds issued 
by the Government of the Republic of 
Lithuania amounted to almost EUR 34 million. 
Today, the Government decided to borrow EUR 
20 million. It is planned that through additionally 

contributions over three years the total amount 

of the Green Bonds will be up to EUR 68 million. 
The majority of the issue was bought by an 
Austrian investor. 
An annual coupon rate to be paid for the 
Government bonds is 1.2%. The maturity of the 

issue of the Green bonds is 10 years; they will 
be redeemed on 3 May 2028. The nominal value 
of one bond is EUR 100s. 
It has been decided to on-lend the funds of 
the Green bonds as the State loan for the 10-
year period to the Public Investment 

Development Agency (hereinafter - VIPA). The 
loan will be used for the project ‘Housing 

Renovation Fund’, which helps owners of multi-
apartment buildings to modernise buildings, 

improve energy efficiency and reduce heating 
costs. 
‘We are pleased with the decision of the 
Government to issue green bonds and provide 
their funds as a loan to our agency. The funds 

will be allocated to the modernization fund for 
multi-apartment buildings, which will help to 
provide owners with the necessary financing for 
implementation of energy efficiency measures 
for their apartment building,’ Gvidas Dargu  as, 
the Managing Director of VIPA, said. 
Green Bonds are one of the tools that contribute 

to solving such issues as the climate change, 
depletion of natural resources, loss of 

biodiversity, as well as water, air and soil 
pollution. 
 
Copyright (c) 2018 Euclid Infotech Pvt Ltd. 
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Poland 

Poland to offer bonds due 2020-2028 

at Thursday switch tender  

08-May-2018  
WARSAW, May 8 (Reuters) - Poland will offer 

to sell treasury bonds maturing in July 2020, 
January 2023, May 2024, April 2028 and May 
2028 at a switch tender on Thursday, the 
finance ministry said on Tuesday. 

In exchange for the papers, the ministry said it 
would buy back debt due in July 2018, October 

2018, and January 2019. 
Switch tenders are non-cash operations at which 
the ministry exchanges papers nearing maturity 

for longer-term debt.  
 
(Reporting by Marcin Goclowski and Pawel Florkiewicz) 
(( marcin.goclowski@thomsonreuters.com ; +48 22 
6539724; Reuters Messaging: 
marcin.goclowski.reuters.com@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania rejects all bids in 600 mln lei 

(129 mln euro) 2028 T-note auction  

07-May-2018  

BUCHAREST (Romania), May 7 (SeeNews) - 
Romania on Monday rejected all bids in a 600 
million lei ($154 million/129 million euro) 
auction of a new issue of Treasury notes due 
on April 29, 2028, central bank data showed. 

Demand in the auction amounted to 352.1 
million lei. 

At the previous auction of the same Treasury 
note issue held in April , the finance ministry 
sold 280 million lei. 
The issue will be reopened on Tuesday, when 
the finance ministry hopes to raise 90 million lei 
in a non-competitive tender. 
Romania's finance ministry said it plans to 

auction 3.84 billion lei worth of government 
securities, including 435 million lei in non-
competitive offers in May. 
Since the beginning of 2018, the finance 
ministry has sold roughly 13.5 billion lei and 252 
million euro worth of domestic debt and has 

raised 2 billion euro on international markets 
from the sale of 2028 and 2030 Eurobonds. 
 
(1 euro=4.6542 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romanian budget runs 4-month deficit 

of 6 bln lei 

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

consolidated budget ran a deficit of 6 billion 
lei ($1.53 billion) in the first four months, 
deputy Prime Minister Viorel Stefan said on 

Tuesday citing preliminary data, compared 
with a shortfall of roughly 4.5 billion lei - or 

0.5 percent of GDP- at end-March. 

Overall budget revenue rose 11.8 percent on the 
year in the first four months to 89.6 billion lei, 
he said. Of that, tax revenue collected by tax 
authority ANAF was 76.5 billion lei. 
Stefan gave preliminary figures in a news 
conference after centrist President Klaus 

Iohannis criticised the Social Democrat cabinet 
of poorly managing state finances in one of the 
European Union's fastest-growing economies. 
In the first four months of 2017, the budget ran 
a consolidated surplus of 1.4 billion lei, or 0.2 
percent of gross domestic product. 
 
($1 = 3.9122 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania sells 185 mln lei of 364-day 

treasury bills  

10-May-2018  
BUCHAREST, May 10 (Reuters) - Romania's 

finance ministry sold a lower than planned 
185.2 million lei ($47.44 million) of 364-day 
treasury bills at an average yield of 2.89 
percent on Thursday, central bank data 
showed. 

Debt managers last sold one-year bills in March 
at an annual average yield of 2.38 percent. On 

Thursday, the paper was oversubscribed, with 
bids amounting to 811 million lei. 
So far this year, the finance ministry has sold 
roughly 13.6 billion lei and 252 million euros of 
domestic debt, and has tapped 2.0 billion euros 
from foreign markets in 2028 and 2030 

Eurobonds. 
 
($1 = 3.9042 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia 

Russia eyes budget surplus for first 

time since 2011  

11-May-2018  
By Darya Korsunskaya and Andrey Ostroukh 
MOSCOW, May 11 (Reuters) - Russia is on 

track to run a budget surplus this year for the 
first time since 2011, thanks to unexpectedly 
high oil prices, a draft budget law shows. 

It could post a budget surplus of 0.45 percent of 
gross domestic product in 2018, or 440.6 billion 
roubles ($7.14 billion), according to the finance 
ministry's draft. 
The previous budget plan had envisaged a deficit 
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of 1.3 percent, based on prices for Russia's Urals 

oil blend of around $40 per barrel. 

In the first four months of this year, the price 
has averaged $66.15. Russia's oil and gas 
exports account for more than 40 percent of 
budget revenues. 
"Hence, there is a material increase in expected 
revenues, while expenditures are close to flat 

compared with the original budget law," VTB 
Capital analysts said in a note. 
The surplus means less need for state 
borrowing and helps the government find at 
least an extra 8 billion roubles over the next 
six years to meet economic goals set in 
decrees signed by President Vladimir Putin for 
his new six-year term.  

"This will provide a very useful cushion to lean 

on if there are some adverse macro or 
geopolitical shocks," said Ivan Tchakarov, chief 
economist at Citi in Moscow. 
"While it will indeed create more fiscal space to 
accommodate increased spending in line with 
the new decrees, I think the core idea of 
remaining fiscally prudent will not change." 

Putin, sworn in as president this week, set 
ambitious goals including boosting economic 
growth and improving living standards. 
 
(Writing by Andrey Ostroukh; editing by Andrew 
Roche) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Serbia 

Serbia, IMF start talks over new, non-

financial arrangement  

07-May-2018  
BELGRADE, May 7 (Reuters) - Serbia and the 

International Monetary fund have started 
talks on a new support arrangement under 
which the European Union membership 
candidate will pursue reforms to boost 
economic growth, the central bank said on 
Monday. 

The Balkan country successfully completed a 1.2 
billion-euro ($1.5 billion) three-year loan 

programme with the Washington-based lender in 
February, without drawing on the funds. 
The new deal would be supported by a Policy 
Coordination Instrument (PCI), a non-financing 
arrangement introduced by the IMF to provide a 
framework for policy advice and monitoring in 

countries which do not need IMF financial 
support. 
"The new arrangement should secure ... 
macroeconomic and financial stability and 
support the continuation of necessary structural 
reforms with an aim of achieving stronger and 
sustainable growth," the bank said in a 

statement.  
The talks will last until May 18, the bank said.  
The IMF mission, led by James Roaf, is expected 
to meet top Serbian officials including President 
Aleksandar Vucic and Prime Minister Ana 

Brnabic. 
To secure growth, European Union 
membership candidate Serbia needs to tackle 
its grey economy, increase public and private 
investments, strengthen fiscal institutions and 
ensure financial sector support for growth.  

Serbia's economy expanded 2 percent in 2017, 
affected by a drop in electricity output and a 
poor harvest. The economy is forecast to grow 
3.5 percent this year. 

The previous deal with the IMF, signed in 
February 2015, committed Serbia to austerity 
measures to reduce debt and deficit, including 
cuts in public sector wages and pensions.  
 
(Reporting by Aleksandar Vasovic; Editing by) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Turkish lira hits record low against 

dollar, bond yields rise  

08-May-2018  
•Lira has weakened more than 11 percent this 
year 
•Depreciation continues after central bank 
step on Monday 
•Erdogan says has projects to thwart attacks 
on economy  

By Daren Butler and Nevzat Devranoglu 
ISTANBUL, May 8 (Reuters) - Turkey's lira 

weakened to a new record low on Tuesday on 
worry about the central bank's inflation-
fighting ability, and as investors braced for 
U.S. President Donald Trump's decision on 
whether to withdraw from the Iran nuclear 
deal. 

The lira hit a low of 4.30 against the dollar, 
weakening from a close of 4.2646 and bringing 
losses this year to more than 11 percent. Snap 

elections called for June 24 have generated 
political uncertainty, adding to pressure on the 
lira. 

"At a time when the lira has negatively 
decoupled, global selling pressure is also very 
high," said a treasury desk trader at one bank. 
"Trump will be watched closely. We will also 

watch Turkish central bank steps closely." 
The central bank moved to shore up the lira on 
Monday, lowering the upper limit for foreign 
exchange which banks can use for their reserve 
requirements, a step withdrawing 6.4 billion lira 
($1.5 billion) of liquidity and providing 2.2 billion 

U.S. dollars of liquidity to banks. 
"While the decision has very little impact on the 
FX market, it shows that the central bank is 
getting uncomfortable with market volatility," 
BNP Paribas/TEB strategist Erkin Isik said. 

He said the decision could also be related to the 
high external debt payments of banks this 

month, citing central data showing banks have 
$8 billion of external debt payment in May, 
against a monthly average of $4.5 billion this 
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year.  

Luis Costa, the head of CEEMEA debt and FX 

strategy at Citi, said the lira (TRY) was 
vulnerable and price moves will depend a lot on 
action and communication by the Turkish central 
bank (CBT) in the coming weeks. 
"The CBT is in a hawkish tone and it might react 
further should TRY losses persist," he said. The 

central bank is scheduled to hold its next policy-
setting meeting on June 7. 
President Tayyip Erdogan said on Tuesday that 
Turkey has plans to thwart a wave of attacks on 
the economy through the lira, which has 
tumbled more than 11 percent against the dollar 

this year. He did not specify what the plans 
were. 
Erdogan, a self-described "enemy of interest 
rates", has repeatedly called for lower 
borrowing costs to fuel loan growth and boost 
the economy. The central bank's apparent 
reluctance to tighten policy sharply has 
exacerbated concerns that it is under political 
pressure. 

The benchmark 10-year bond yield rose to 13.97 

percent, a rise of more than 100 basis points in 
the last four trading days. 
The main BIST 100 share index dipped 0.54 
percent to 100,319 points, having touched a low 
below 100,000 points for the first time since 
October in early trade. 
 
(Reporting by Daren Butler and Nevzat Devranoglu, 
Editing by David Dolan and Ed Osmond) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina sovereign dollar bonds rally 

on IMF financing talks  

08-May-2018  
 By Paul Kilby 

NEW YORK, May 8 (IFR) - Argentina sovereign 

dollar bonds jumped on Tuesday as investors 
cheered news that the country had begun 
funding talks with the International Monetary 
Fund. 

A potential IMF credit line was seen as providing 
some breathing space for a sovereign battling a 
slide in the peso that potentially endangered its 

access to vital portfolio flows.  
"We are viewing this as an extremely positive 
development," said Shamaila Khan, a director of 
emerging markets debt strategies at 

AllianceBernstein. 
"This is a sort of game-changer as they are 
willing to go to the IMF and given the global 

environment that was necessary to stabilize the 
situation."  

Even so, markets are still in wait-and-see mode 

as the full details of what is reported to be a 

US$30bn credit line have yet to emerge.  
"Unlike Mexico or Colombia, which have flexible 
credit lines with the IMF and no conditions, 
Argentina will have macroeconomic milestones 
they have to achieve," said a banker. 
"(The IMF) is a great liquidity source and stems 

the bleeding, but they will have to manage 
themselves from a macro perspective - and let's 
see if they can do it." 
Nor will a deal with the IMF and extra belt 
tightening necessarily sit well with a populace 
that often blames the Fund for the 2001 

economic crisis, especially ahead of next year's 
presidential elections.  
"I don't know how it will play out this time," said 

the banker. "The government still has some time 
until the next election so maybe this is the last 
window."  
Indeed, Tuesday's rally was seen driven by 
investors covering short position rather than 

any efforts to renew long positions. 

The country's new 2028 bond jumped to 88.75-
89.25 in the immediate aftermath of the 
announcement, after falling to 86.75 earlier in 
the morning, but by mid afternoon it had slipped 
back 88.50-89.00, according a broker.  
The sovereign's five-year credit default swaps 

also tightened all the way to 355bp only to 
widen back 385bp-390bp later, but still inside 
today's wide of 415bp, the broker said. 

Argentina's President Mauricio Macri said 
Tuesday that the government is negotiating a 
financing deal with the IMF in an effort to stem 
recent volatility in the peso.  
The central bank has been struggling to 
defend the currency even after hiking interest 
rates to 40% last week.  

The move stands in contrast to the prior leftist 
administration's acrimonious relationship with 
the IMF, and won Macri praise for the speed at 
which it addressed the problem. 
"As opposed to the prior administration which 

wouldn't get involved with the IMF, in this new 
epoch, the government starts right away to avail 
itself of institutional support," said Michael 

Roche, an emerging market fixed-income 
analyst at Seaport. 
"They have extra muscle in their camp now."  

The slump in Argentine assets over the last 
week or so has shut the door to string of 
borrower lining up to issue, including Telecom 
Argentina and energy company Petroquimica 
Comodora Rivadavia (PCR).  
Borrowing costs of soared of late with the yield 
on the sovereign's 2028 jumping 100bp since 

mid April. "Yields have to come back a bit, but 
this should help," the banker said. 
"Worries about the central bank losing resources 
and not being able to provide dollars to pay 

debt; that psychology has been broken." 
The sovereign, which relies on borrowing to 
cover its deficits, has leaned heavily on the local 

markets for financing this year, vowing to stay 
clear of the dollar markets after issuing US$9bn 
of bonds in January.  
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Rising rates in the US, a strong dollar as well as 

a fiscal deficit and an inflation rate that remain 

high in Argentina have all contributed to the 
weakness in the peso and bond markets. 
In response, the government has announced 
more aggressive fiscal targets - a move that it 
says will bring net financial needs this year 
down to US$25bn, according to Bank of 
America Merrill Lynch. 

Assuming the fiscal targets are met, Argentina 

has covered 80%-85% of its net financial needs 
for 2018, the bank said, citing the government.  
"If they program is US$20bn-US$30bn, as 
rumored, and they have already (largely) 
prefinanced for this year, they are in pretty good 
shape," said Khan. 
 
(Reporting By Paul Kilby 
Editing by Natalie Harrison and Jack Doran) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina sells Treasury notes for $601 

million  

10-May-2018  
BUENOS AIRES, May 9 (Reuters) - Argentina 

sold Treasury notes for $601 million to 
refinance maturing debt, split between $201 
million in 140-day notes, $199 million in 189-
day notes, and $201 million in 259-day notes, 
the Finance Ministry said on Wednesday. 

The government received $349 million, $306 
million and $401 million in orders for those 

notes, respectively, which were sold at annual 
nominal interest rates of 3.25 percent, 3.45 
percent and 3.75 percent. 
 
(Reporting by Walter Bianchi 
Writing by Luc Cohen 
Editing by Phil Berlowitz) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina seeks IMF stand-by credit to 

last through Macri's term  

10-May-2018  
By Luc Cohen and Maximiliano Rizzi 

BUENOS AIRES, May 9 (Reuters) - Argentina 

will request a "high access stand-by" 
financing arrangement from the International 
Monetary Fund (IMF) to calm volatile financial 
markets, in a move that could finance the 
country through next year, officials said on 
Wednesday. 

Treasury Minister Nicolas Dujovne met with IMF 

Western Hemisphere Director Alejandro Werner 

in Washington on Wednesday, as Argentina tries 
to tackle one of the world's highest inflation 
rates and a general outflow of funds from 
emerging market economies.  

The deal would guarantee financing through the 

end of President Mauricio Macri's first term in 

December 2019 at a "very good" interest rate of 
around 4 percent, Finance Minister Luis Caputo 
said, adding that the stand-by deal would be 
"flexible" and allow for more funding than other 
options. 
"It is the type of loan that allows us to 

maximize the amount of money we can ask of 
the fund," Caputo said in an interview on local 
television channel TN.  

But analysts said a stand-by deal would require 
more conditions than other types of financing 
available to more solvent countries. Argentina 
announced it was seeking a lifeline from the IMF 
on Tuesday after the peso currency weakened to 

all-time lows. 
Turning to the IMF is a politically risky move 
for business friendly Macri, who was elected 
in late 2015 after 12 years of leftist 
government. Many Argentines blame the IMF 
for imposing policies on Argentina that led to 
a deep financial crisis in 2001 and 2002.  

Argentina announced it was seeking a lifeline 
from the IMF on Tuesday after the peso currency 

weakened to all-time lows. Negotiations for 
these types of deals often take up to six weeks, 
the ministry said.  
An IMF spokesman said discussions would 
continue on Thursday when Dujovne will meet 
with IMF Managing Director Christine Lagarde in 
Washington.  

'THOROUGH CONDITIONS' 
According to the IMF, stand-by arrangements 
or SBAs are most often used by middle-
income countries to help them "emerge from 

crisis" and restore growth. Countries that 
borrow money under this framework must repay 
them within 3-1/4 and five years of 
disbursement.  

The IMF describes "high access" SBAs as a type 
of insurance against large financing needs used 
when the country does not necessarily intend to 
draw on approved amounts but retains the 
option to do so if needed. SBAs often cover a 
country for 12-24 months and for no more than 
three years, according to the IMF. 

Fund disbursements under SBAs are conditional 
on targets agreed between the IMF and the 
country, which can include goals for 
international reserves, government deficit or 
borrowing levels.  
Investment bank BTG Pactual said in a note on 

Wednesday that an SBA would be more negative 
for Argentina than other IMF financing options, 
given that it is granted to countries that show 
"signs of high insolvency risk and implies more 
thorough conditions."  
Officials in the United States, Japan, Brazil, 
Spain and Chile had sent messages of support 

for Argentina's economic policy and its decision 
to turn to the IMF, according to Argentina's 

Foreign Ministry. 
Separately, a central bank spokesman said on 
Wednesday that it had taken a $2 billion credit 
line from the Switzerland-based Bank for 
International Settlements "to strengthen 
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reserves at a very low cost." The bank has spent 

more than 10 percent of its reserves attempting 

to halt a rapid fall in the peso currency. 
That brought the central bank's total reserves to 
$57 billion on Wednesday, according to 
preliminary data.  
 
(Reporting by Eliana Raszewski, Luc Cohen and 
Maximiliano Rizzi; Writing by Luc Cohen and Caroline 

Stauffer  
Editing by Leslie Adler, Sandra Maler and Cynthia 
Osterman) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF says to continue talks with 

Argentina for fund-supported program  

11-May-2018  
BUENOS AIRES, May 10 (Reuters) - 
International Monetary Fund Managing 
Director Christine Lagarde said on Thursday 
she instructed the IMF team to continue 
discussions toward a fund-supported program 
for Argentina after meeting with Treasury 
Minister Nicolas Dujovne in Washington.  

"Minister Dujovne and I agreed that our shared 
goal is to reach a rapid conclusion of these 

discussions," Lagarde said in a statement, 

adding that she supported President Mauricio 
Macri's reforms to date and that the IMF was 
"ready to continue to assist the government." 
Dujovne said in a statement later that Argentina 
and the IMF had agreed to not publicly disclose 

the amount of financing or conditions until an 
agreement between the two had been reached. 
Macri's government said on Wednesday it was 
seeking a "high access stand-by" financing 
arrangement from the global fund. 
Argentina requested the lifeline from the IMF 
earlier this week after the peso currency 
weakened to all-time lows. The South 

American nation is tackling one of the world's 
highest inflation rates and a general outflow 
of funds from emerging market economies. 

Turning to the IMF is a politically risky move for 
business-friendly Macri, who was elected in late 
2015 after 12 years of leftist government.  
Many Argentines blame the IMF for imposing 
policies on Argentina that led to a deep financial 

crisis in 2001 and 2002. 
The White House said on Thursday Washington 
backs Macri's reforms. 
"The United States supports the economic 
reform program of President Mauricio Macri of 
Argentina, which is market-oriented, growth-
focused, and has improved Argentina's future," 

the White House said in a statement. 
 
(Reporting by Caroline Stauffer and Luc Cohen; 
additional reporting by Eric Beech in Washington; 
editing by Lisa Shumaker and Sandra Maler) 
(( luc.cohen@thomsonreuters.com ; +54-11-4318-
0645, +54-9-11-2313-4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter 

https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Colombia 

Colombia committee relaxes deficit 

targets for next 8 years  

08-May-2018  
BOGOTA, May 8 (Reuters) - The committee that 

advises Colombia on its deficit has relaxed 
targets for the figure for the next eight years, 
because of lower economic growth potential 
and lower projected crude oil prices, a 
document from the finance ministry showed. 

The consulting committee helps the government 

evaluate the viability of the so-called fiscal rule - 
the central government's deficit target. The new 
revisions may allow the country to meet the 
deficit goals, which is key to safeguarding 
investor confidence amid concerns about 
growth.  
The allowed deficit for 2019 was eased to 2.4 

percent of gross domestic product (GDP) from 
2.2 percent, a document published on the 
ministry's website late on Monday said. 

The group also relaxed the 2020 target - to 2.2 
percent of GDP from 1.6 percent. 
"Because the economy is below its potential 
level, government income will be inferior," the 
document said. 

The government has an economic growth target 
of 2.7 percent this year, well below the 
economy's estimated growth potential of 3.5 
percent. 
The committee's revisions could be incorporated 
into mid-year changes to the government's fiscal 
targets, set for June. 

The committee also modified its estimate for 
when the deficit will reach 1 percent to 2027. 
That deficit level had previously been predicted 
for 2022. 
"The convergence of the total deficit to the 
target of 1 percent will be more gradual than the 
path determined in 2017," the document said.  

The committee maintained deficit projections of 

3.1 percent of GDP for this year and 1 percent 
for 2027, but relaxed projections for 2019, 
2020, 2021, 2022, 2023, 2024, 2025 and 2026. 
 
(Reporting by Nelson Bocanegra 
Writing by Julia Symmes Cobb 
Editing by Marguerita Choy) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381; 
)) 
(c) Copyright Thomson Reuters 2018. 

 
 

Peru 

Peru central bank holds key rate, cites 

inflation in guiding policy  

11-May-2018  
LIMA, May 10 (Reuters) - Peru's central bank 

left the benchmark interest rate unchanged at 
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2.75 percent as widely expected on Thursday, 
and said it would maintain an expansive 

monetary policy stance until inflation 
accelerates to its goal of 2 percent. 

All 17 analysts polled by Reuters had forecast 
the rate hold as economic growth has slowly 
picked up from a sharp slowdown last year. 
Inflation, however, has remained below the 
central bank's 1-3 percent target range for two 

months straight, increasing slightly to 0.48 
percent in April. 
The bank said there were "clear signs" economic 
growth was becoming more dynamic and 
predicted inflation would quicken back into its 
target range in the second quarter.  
Inflation would "gradually converge to 2.0 

percent by the end of the year," the central 

bank's board said in a statement. 
"The board considers it appropriate to maintain 
the expansive position of monetary policy until it 
is ensured such a convergence occurs in an 
environment of anchored inflation expectations," 
it added. 

The president of the central bank told Reuters 
late last month that there was no reason to be 
"pessimistic" about sluggish economic growth or 
worried about the risk of deflation as prices 
retreat due to supply factors. 
 
(Reporting by Mitra Taj and Teresa Cespedes; Editing 

by Leslie Adler) 
(( mitra.taj@thomsonreuters.com ; +51 (1) 277-
9550; Reuters Messaging: 
mitra.taj.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

Uruguay 

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

Affirmed, Outlook Remains Stable  

10-May-2018  
May 9 (Reuters) - S&P: 
S&P says Uruguay 'BBB/A-2' ratings affirmed; 
outlook remains stable. 

S&P says stable outlook reflects view of 
Uruguay's track record of balanced growth and 

the economy's solid external position. 
S&P says affirmed Uruguay's 'a-2' short-term 
foreign and local currency ratings. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 

AFRICA 
 

IMF warns of rising African debt 

despite faster economic growth  

08-May-2018  
•Pace of growth, though faster in 2018, is 
expected to plateau  
•Growing number of countries in debt distress 
or at risk of it 
•African governments increasingly tapping 
global debt markets 

By Kwasi Kpodo 

ACCRA, May 8 (Reuters) - Sub-Saharan African 

nations are at growing risk of debt distress 
because of heavy borrowing and gaping 
deficits, despite an overall uptick in economic 
growth, the International Monetary Fund said 
on Tuesday.  

The sober assessment came as African countries 
continue to tap international debt markets and 
issue record levels of debt in foreign currencies, 
spurred on by insatiable investor demand for 

yields.  
"What really we're concerned about is the pace 
of increase, rather than the average," IMF Africa 
Director Abebe Aemro Selassie told Reuters at 
the launch of its economic outlook for the region 
in Accra. 
"What we're calling for right now is that those 

countries are going to need to go through fiscal 
consolidation," he said, adding that oil producers 
and other resource-dependent economies were 
seeking the sharpest growth in their debt loads. 
The Fund projected the rate of economic 
expansion would rise to 3.4 percent this year, 
up from 2.8 percent in 2017, boosted by 
global growth and higher commodity prices. 

Slower growth in South Africa and Nigeria - the 
continent's two largest economies - weighed on 
the region-wide average, but the IMF expects 
growth to pick up in around two-thirds of African 
nations. However, under current policies, that 
rate is expected to plateau below 4 percent over 
the medium term.  

GROWTH SEEN SLOWING 
Meanwhile, around 40 percent of low-income 
countries in the region are now in debt 
distress or at high risk of it, the IMF report 
said. And refinancing that debt could soon 
become more costly.  

"The current growth spurt in advanced 
economies is expected to taper off, and the 

borrowing terms for the region's frontier 
markets will likely become less favourable ... 
which could coincide with higher refinancing 
needs for many countries across the region," it 
said. 
African governments issued a record $7.5 billion 
in sovereign bonds last year, 10 times more 

than in 2016. And they have issued or plan to 
issue over $11 billion in additional debt in the 
first half of 2018 alone, the report said.  
Foreign currency debt increased by 40 percent 
from 2010-13 to 2017 and now accounts for 
about 60 percent of the region's total public debt 
on average, IMF data showed. Average interest 

payments, meanwhile, increased from 4 percent 
of expenditures in 2013 to 12 percent in 2017. 
Six countries - Chad, Eritrea, Mozambique, 
Congo Republic, South Sudan and Zimbabwe - 
were judged to be in debt distress at the end of 
last year. And the IMF's ratings for Zambia and 

Ethiopia were changed from moderate to "high 
risk of debt distress."  

The IMF conceded that Africa's enormous needs 
will continue to demand heavy investments to 
build infrastructure and social development. But 
to do so while avoiding the risk of a debt trap, 
the continent, which currently has the lowest 
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revenue-to-GDP ratio in the world, will need to 

become more self-reliant. 

"Borrowing to finance spending is part of the 
macroeconomic policy tool kits which all 
countries use," Selassie said. "But over the 
medium to long-term they have to rely more on 
domestic revenues, tax revenues to address 
their development spending needs." 

 
(Editing by Joe Bavier and Gareth Jones) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

IMF says Egypt must deepen reforms 

to catch window of global growth  

05-May-2018  
•IMF in Cairo to review $12 bln loan 
programme 
•Egypt has slashed subsidies, raised taxes  
•Smaller public sector role needed to boost 

growth -official 
•Window to tap global expansion could be 
limited -official 

By Eric Knecht 
CAIRO, May 5 (Reuters) - Egypt will have to 

deepen its IMF-backed reforms and better 
encourage private sector growth if it wants to 
cash in on a wave of global expansion that 
may soon come to an end, a fund official in 
Cairo said on Saturday. 

Halfway into a three-year $12 billion IMF loan 
programme it signed in late-2016 tied to tough 
austerity measures, Egypt is hoping painful 
reforms like tax hikes and subsidy cuts will now 
lure back foreign investors and kick-start an 
economy that crashed after its 2011 Arab Spring 
uprising. 

Speaking to government officials as part of an 
IMF visit to review Egypt's reform programme, 
First Deputy Managing Director David Lipton 
praised the country's progress but said 

"broadening and deepening the reform agenda" 
is crucial to take advantage of ripe global 

conditions. 
"But now the time has come to take advantage 
of the hard-won macroeconomic stability and 
push on to create jobs and raise living standards 
through sustainable growth," Lipton said in a 
prepared statement provided to Reuters. 
He described strong global growth, projected at 

3.9 percent for 2018 and 2019, and low interest 
rates likely to rise as "a good window of 
opportunity for Egypt to undertake 
reforms...that may not be open for too long."  
Cairo's tough reforms have included a currency 
float that 

halved the value of its pound, deep cuts to fuel 

and electricity subsidies and a new value-added 
tax. 
Those measures helped push inflation in the 
import-dependent country to as high as 33 

percent last year, but price rises have since 

cooled, with headline inflation easing to 13.3 

percent in March, its lowest rate since May 2016, 
clearing the way for further subsidy cuts and 
lower interest rates. 
But Lipton said the reforms need to move 
further, particularly with measures aimed at 
scaling back the country's sprawling public 

sector in order to allow for dynamic private 
sector growth. 
"[Egypt needs] a less heavy footprint of the 
public sector in the economy, especially in 
business and commerce, to clear away room 
for the growth of the private sector and to 
relieve entrepreneurs from the un-winnable 
matchup of competing with the public sector." 

He called for slashing domestic industry 

protections that have kept local companies from 
entering the global supply chain. 
The IMF has forecast that Egypt will grow by 5.2 
percent this fiscal year, up from about 4.1 
percent a year earlier. 
But Lipton said private sector-driven policies 
that better utilise the country's vast segment of 

unemployed youth could push this as high as 6-
8 percent in coming years. 
"If this country can tap the potential of its young 
people—by bringing unemployment and labour 
force participation to the level of many other 
emerging market countries—their absorption 

into the economy could boost growth into the 
range of 6 to 8 

percent. That would be a transformation." 
 
($1 = 17.5800 Egyptian pounds) 
(Reporting by Eric Knecht; 
Editing by Stephen Powell) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Gambia 

Gambia must stop borrowing as debt 

stock soars, IMF says  

09-May-2018  

ABIDJAN, May 9 (Reuters) - Gambia must 

refrain from new government borrowing, the 
International Monetary Fund warned on 
Wednesday, after its debt stock reached 
around 130 percent of gross domestic product 
at the end of last year. 

More than half of that debt is owed to external 
creditors, the Fund said in a statement following 

a mission to the West African country.  
Gambia is emerging from over two decades of 
authoritarian rule under ex-president Yahya 
Jammeh, who led a lavish lifestyle, often on 
state funds, before being forced to flee into exile 

a year ago.  
Most of the debt was contracted under Jammeh, 

either through borrowing or the government's 
taking on the liabilities of state-owned 
enterprises. 
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"Maintaining debt sustainability will necessitate 

refraining from contracting new government 

debt or contingent liabilities before additional 
fiscal and borrowing space has been achieved, 
and leveraging more private investment," the 
IMF said.  
The statement said Gambia's economy is 
expected to expand by 5 to 5.5 percent this 

year, up from 3.5 percent last year. 
 
(Reporting by Joe Bavier, editing by Edward McAllister, 
Larry King) 
(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana 

Ghana sells $2 bln Eurobonds at issuer-

favoured yield  

11-May-2018  
By Kwasi Kpodo 

ACCRA, May 10 (Reuters) - Ghana sold $2 

billion worth of dual-tranche Eurobonds with 
10- and 30-year maturities on Thursday and it 
will pay issuer-desired yields, government 
and transaction sources said. 

The West African sovereign sold $1 billion each 
of the 10-year notes maturing in 2029 and a 30-

year with 2049 maturity at 7.625 percent and 
8.625 percent, respectively. 

It set guidance for the May 2029 bond at 7.75 
percent to 7.875 percent while the May 2049 
was in the 8.75 percent to 8.875 percent range. 
The notes were first marketed in the low 8 
percent area yield and low 9 percent mark. 
Total books passed $5.5 billion, evenly split 

between the two tranches, lead advisers said. 
"It's a marked success for Accra because they 
got a low yield and a bigger size," a sovereign 
debt market watcher told Reuters. "The 
pricing revision may have aided the deal and 
left investors unhappy." 

It was Ghana's sixth sale since a 2007 debut. 

Lead advisers for the sale were Bank of America 
Merrill Lynch, Citigroup, JP Morgan and Standard 

Chartered. Ghana is rated B3/B-/B 
The government plans to use some of the 
proceeds to refinance debt and up to $750 
million as revenue for its 2018 budget.  
Ghana, which exports cocoa, gold and oil, is in 
its final year of a $918 million IMF credit deal to 
narrow fiscal deficit, inflation and public debt 

which hit 69 percent of gross domestic product 
in December.  
The Thursday sale by Ghana followed similar big 
transactions by continental peers Angola, Kenya 
and Nigeria.  
 
(Reporting by Kwasi Kpodo; Editing by Lisa Shumaker) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Kenya 

Kenya's fiscal deficit seen dropping to 

5.7 pct of GDP in 2018/19  

07-May-2018  
NAIROBI, May 7 (Reuters) - Kenya's budget 

deficit is expected to drop to 5.7 percent of 
GDP in the 2018/19 (July-June) fiscal year 
from 7.2 percent this fiscal year, estimates 
sent to parliament by the Treasury showed on 

Monday. 
The East African nation has been under pressure 

from the International Monetary Fund and other 
bodies to cut its budget deficit, which peaked at 
9.1 percent of economic output in 2016/17.  

"This reduction will strengthen our debt 
sustainability position. We have carefully 
evaluated our external and domestic debt to 
ensure that we are in a position to service the 

same," the Treasury said in the estimates. 
It said the budget, which will be formally 
presented in mid-June, would set a net external 
financing target of 282.5 billion shillings ($2.82 
billion), equivalent to 2.9 percent of GDP. 
Local borrowing would amount to 276.1 billion 
shillings or 2.8 percent of GDP, and the 

government's revenue would rise to 19.6 
percent of GDP from 19.2 percent this financial 
year, the Treasury added. 

 
($1 = 100.1500 Kenyan shillings) 
(Reporting by Duncan Miriri 
Editing by Alison Williams and Andrew Heavens) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Libya 

Libya's Tripoli government to increase 

public spending in 2018  

10-May-2018  
TRIPOLI, May 10 (Reuters) - Libya's U.N.-

backed government and the central bank in 
Tripoli have agreed on public spending of 42 
billion Libyan dinars ($31 billion) for 2018, 
officials said on Thursday, up from 37 billion 
last year. 

The Government of National Accord (GNA) based 
in Tripoli has struggled to make an impact as it 

is challenged by various armed groups and a 
rival administration in the east linked to military 
commander Khalifa Haftar. 
The central bank in Tripoli has been working 
with the GNA to keep public funds flowing 
despite the administration never having won 
approval from the internationally recognised 
parliament based in the east, which is backing 

Haftar. 

GNA and the central bank agreed on spending of 
42.511 billion dinars as "financial arrangements" 
for 2018, a GNA statement said. 
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It did not provide a comparison for last year but 

officials in December 2016 had put the 2017 

volume at 37 billion dinars. 
Despite that, the budget deficit will fall this year, 
Fathi Majbre, a member of the Presidency 
Council headed by Prime Minster Fayez al-
Sarraj, told reporters. 
The GNA said 24.5 billion dinars will be spent on 

salaries, 6.5 billion dinars on subsidies for fuel 
and other items, 4.7 billion for investment and 
6.7 billion for other expenditures. 
Libya tends to spend the entire budget on a 
bloated public workforce and subsidies with 
very little left to improve ailing state services. 

The welfare state has become unsustainable as 
oil production is volatile due to blockages of 

fields by armed groups though output last year 

stabilized at around 1 million barrels a day. 
Still that is less than the 1.6 million bpd pumped 
before 2011 when Muammar Gaddafi was 
toppled. 
The economic situation remains chaotic with 
the central bank keeping the exchange rate at 

1.3 dinar a dollar while on the black market 
the rate is around 6. 

Many Libyans have to queue at banks to get 
money as banknotes have become scarce, as 
the economy is controlled by armed and 
powerful groups hoarding money. 
When asked about the liquidity crisis Majbre 
said: "The issue...is related to the reforms 

needed by the macro economy in Libya and is 

not necessarily related to the government 
budget." 
Libya has a rival government based in the east 
with its own central bank. But the Tripoli 
headquarters control oil and gas revenues and 

pays out public salaries. 
 
($1 = 1.3515 Libyan dinars) 
(Reporting by Ahmed Elumami 
Writing by Ulf Laessing) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

South Africa will struggle to close 

revenue gap  

09-May-2018  
JOHANNESBURG, May 9 (Reuters) - South 

Africa will struggle to raise the tax revenues 

needed to reduce a budget deficit and support 
fragile economic growth due to ongoing 
problems in tax administration, the National 
Treasury's Director General Dondo Mogajane 
said on Wednesday. 
In February the treasury announced a raft of 

cost cutting measures, including a hike to value 
added tax (VAT) for the first time in two 
decades, to cap ballooning debt and close a 

large revenue shortfall.  
The move to raise VAT to 15 percent from 14 is 

expected to generate an additional 23 billion 

rand ($2 billion) of revenue in 2018/19 to fund 

rising expenditure, particularly the government's 
decision to expand free university education 
following months of protests around the country.  
"Growth wasn't what it should have been last 
year and it won't be for a while," Mogajane said. 
"Tax revenue faces challenges from both the 

economy and from tax administration, and 
raising 60 billion rand in one year is going to be 
a tall order," he said, referring to the amount 
needed to narrow the budget deficit. 
Low tax collection has also been blamed on 
turmoil at the South African Revenue Service 

(SARS). 
South Africa's new President Cyrile Ramaphosa -
- who took the helm as president in February, 

pledging to tackle endemic corruption -- 
suspended tax commissioner Tom Moyane in 
March over disciplinary charges related to 
alleged misconduct. 

 
(Reporting by Mfuneko Toyana 
Editing by James Macharia) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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