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ASIA 
 

Bangladesh 

Fitch Affirms Bangladesh at 'BB-'; 

Outlook Stable  

11-Jan-2018  

HONG KONG, January 11 (Fitch) Fitch Ratings 

has affirmed Bangladesh's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'BB-' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Bangladesh's ratings balance strong foreign-
currency earnings and high real GDP growth 

against weak structural indicators, significant 
political risk and weak banking-sector health. 

Bangladesh exhibits one of the highest real GDP 

growth rates in the sovereign space. Its 6.6% 
five-year average real GDP growth and 7.3% 
growth in the financial year ended 30 June 2017 
(FY17) well exceed the 'BB' category medians of 
3.5% in both cases. Fitch forecasts real GDP 

growth to decelerate slightly to 6.9% in FY18 

and 6.7% in FY19, as severe floods during the 
summer of 2017 will probably affect agricultural 
output and increased political uncertainty related 
to general elections, to be held no later than 
January 2019, is likely to lead to postponed 
investment. At the same time, Fitch expects 
garment exports and overseas workers' 

remittances to hold up well and some fiscal 

loosening will support growth. Bangladesh's 
inflation is relatively high compared with peers, 
averaging 5.9% in the first half of FY18, and 
6.4% over the past five years (BB median: 
3.1%). 
Bangladesh's external finances remain strong, 
even though Fitch expects moderate current 
account deficits to continue (-0.6% in FY17) 

after several years of surpluses. Foreign-
exchange reserve buffers are comfortable, 
amounting to USD32.6 billion in November 2017 
(7.3 months of current external payments, 
compared with 4.4 months for peers in the BB 

category). Remittances (USD13.6 billion in 
2017) recovered in the second half of 2017 and 

are likely to stabilise, in part due to an increase 
in Bangladeshi overseas workers over the past 
year. A total of 932,000 Bangladeshis emigrated 
to work abroad in the first 11 months of 2017, 
almost 250,000 more than in the same period in 
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2016. Bangladeshi ready-made garment exports 

continued to be strong, accounting for 81% of 

total exports and earning the country USD26.4 
billion in the first 11 months of 2017 (USD26.1 
billion in 2016). 
Political and safety risks remain substantial, but 
security conditions seem to have improved in 
the past 12 months. Foreign investors and 

buyers of Bangladeshi goods, especially ready-
made garments, have continued to do business 
in Bangladesh and have resumed visiting the 
country more frequently after a slow period 
following a notorious terrorist attack in July 
2016. Security incidents or political turmoil could 

inflict long-term economic harm if it deters them 
from doing so in the future. Calm has returned 
after political violence erupted in 2014 and 

2015, but continued strong political polarisation 
could again lead to widespread violence and 
blockades, especially nearer to the general 
elections. 

The banking sector's health and governance 
standards are generally weak, particularly in 
public-sector banks. The official non-performing 
loan ratio is high at 10.1% in June 2017, the 
capital adequacy ratio (CAR) is low at 10.9% 
and the CAR for the six state-owned commercial 
banks is well below the 10% regulatory 

minimum. At the same time, the risk that the 
sovereign will need to provide considerable 
additional support to the banking sector is 
mitigated by the small size of private credit, at 

37% of GDP. 
Bangladesh's general government debt/GDP 
ratio of 32.7% in FY17 compares well with the 

'BB' median of 44.5%. However, the debt 
burden equals 320% of government revenue, 
significantly higher than the 'BB' median of 

184%. The government's revenue intake of 
10.2% of GDP is the second lowest of all rated 
sovereigns after Nigeria, implying limited fiscal 
space to boost badly needed infrastructure 
development. Implementation of a new VAT law 

has the potential to boost revenue, but has been 
postponed to 2019. Spending pressure may 
arise in the context of upcoming elections. 
Expenditure related to the large inflow of 

refugees from Myanmar will likely be limited, as 
the international community is likely to bear 
most of the burden. 
The Bangladeshi economy is less developed 
on a number of metrics than many of its 
peers. Average per capita GDP remains low at 
USD1,585 compared with the 'BB' range 
median of USD5,611, although major 
improvements have taken place over the past 
decade on a number of social metrics. 
Governance also continues to be weak, as 
illustrated by a low score for the World Bank 
governance indicator (24th percentile versus the 

BB median of 51st percentile). The difficult 
business environment is illustrated by the 

country's position of 177th out of 190 countries 
in the World Bank's latest Ease of Doing 
Business report, while a large infrastructure 
deficit also hampers investment. However, the 

government seems focused on making progress 

on some large ongoing infrastructure projects. 

SOVEREIGN RATING MODEL (SRM) and 

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

applying its QO, relative to rated peers, as 
follows: 
•Structural features: -1 notch, to reflect political 
risk arising from a polarised political 
environment and domestic security concerns, as 
well as weak banking-sector health and 

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

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

to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the rating are 

well-balanced. 
The main factors that individually, or 
collectively, could trigger positive rating action 
are: 

•A reduction in political risk or domestic security 
concerns 

•Sustained high GDP growth, which would 
support development and bring per capita GDP 
closer in line with peers 
•An improvement in governance, which would 
strengthen the business climate and could 
improve banking-sector health 
The main factors that individually, or 

collectively, could trigger negative rating action 
are: 
•Substantial slowdown in GDP growth, for 
example, related to materialising political risk or 
a deterioration in the security situation 

•A significant rise in the government debt-to-
GDP ratio, for example, due to substantial 

government support for the banking sector 
KEY ASSUMPTIONS 
•The global economy performs broadly in line 
with Fitch's Global Economic Outlook (December 
2017). 
 
Media Relations: Bindu Menon, Mumbai, Tel: +91 22 
4000 1727, Email: bindu.menon@fitchratings.com; 
Wai-Lun Wan, Hong Kong, Tel: +852 2263 9935, 
Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

http://www.fitchratings.com/
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China 

Panda bond sales slump in 2017 but 

modest bounce may beckon this year  

11-Jan-2018  
By Marc Jones 
LONDON, Jan 11 (Reuters) - Sales of 'Panda' 

bonds in China slumped almost 40 percent 
last year as Beijing's tighter money transfer 
rules and rising market borrowing costs 
reduced their appeal, but there are some 
signs sales may get a modest bounce in 2018. 

According to data from JP Morgan, Panda 

issuance dropped to 71 billion yuan ($11 billion) 
last year from 116 billion yuan in 2016 - when it 

saw an almost nine-fold increase. 
Emerging market strategist Ying Gu at JP 
Morgan attributed the plunge to several factors, 
all related to China's recent efforts to rein in 

more unruly areas of credit growth. 
Calling it a "bear market circumstance" Gu 
said higher bond yields - or borrowing costs - 
in Chinese debt markets had "trimmed the 
attractiveness" of Panda bonds for foreign 
issuers who had previously been drawn in by 
their low funding costs. 

Benchmark money market rates spiked to 
almost 5 percent, their highest since 2015, late 
last year. A clampdown, or in his words some 

"policy tightening", on selected Panda bond 

issuers also had a negative impact, Gu said.  
The strong growth in the Panda bond market in 
2015 and 2016 was driven mostly by banks, real 
estate companies and overseas subsidiaries of 
Chinese companies.  

Other than Daimler, HSBC and Standard 
Chartered, though, few were uniquely foreign. 
Strict currency outflow controls put in place by 
Beijing also complicates repatriation of profits 
for foreign investors, another big minus for 
Panda bonds. 
There are some hopes though that the 

restrictions could be loosened this year if the 
yuan can avoid the kind of lurches it saw in 2015 

and 2016 when worries about the health of 
China's economy flared.  
Signs have been tentatively encouraging. The 
Washington DC-based IIF said this week that net 
capital outflows from China were expected to 

have been a relatively modest $60 billion last 
year compared with $640 billion in 2016. 
"I hear that 2018 is when we are going see a 
push on that (easing currency control)," said 
Isabelle Laurent, the head of funding at 
international development bank, the EBRD, that 

China is now a shareholder of. 
"The view is 2018 is likely to be the year where 
there's going to be greater flexibility."  
JP Morgan's Gu also sees some improvement 

ahead. Hungary sold a 1 billion yuan Panda bond 
in 2017, following Poland and Korea in 2016. 
The Philippines has signalled it will do so this 

year, and Portugal has made similar noises. 
"Going into 2018, we see a modest rebound of 

Panda bond issuance with full year forecast at 

90 billion yuan ($14 billion)," Gu said. 

Although the headwinds for the Panda bond 
market will still be there, he expects more 
stability in the Chinese bond market which 
should help rekindle demand. 
Beijing has also started simplifying Panda bond 
rules for government, financial institution and 

corporate issuers from countries supporting its 
ambitious "One Belt, One Road" infrastructure 
plan. Big development banks could benefit from 
these changes, too. 
"This could provide further impetus for the 
development of the Panda bond market this 

year," Gu said.  
The Panda market's popularity has coincided 
with a decline in sales of dim sum bonds - 
yuan debt sold offshore in markets such as 
Hong Kong or London. 
Gu did not provide figures for dim sum bond 
issuance, but ThomsonReuters data shows sales 
worth $6.42 billion last year - less than a third of 
2016 volumes and a fraction of what they were 

in 2014. 
 
($1 = 6.5055 Chinese yuan renminbi) 
(Additional reporting by Fanny Potkin; Editing by Hugh 
Lawson) 
(( marc.jones@thomsonreuters.com ; +44)( 0207 542 
9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
 
 

Treasuries dump just fake news, says 

Beijing  

12-Jan-2018  
China is diversifying its foreign exchange 
reserves in order to safeguard their value, the 
currency regulator said yesterday, while 
dismissing a report the government is halting 
or reducing its purchases of US debt. 

Bloomberg News had reported that officials 

reviewing the country's vast foreign exchange 
holdings had recommended slowing or halting 
purchases of US Treasury bonds amid a less 
attractive market for them and rising China-US 

trade tensions. 
That spooked investors worried that sharp 
swings in China's massive holdings of US 

Treasuries would trigger a sell-off in bond and 
equity markets globally. The report sent US 
Treasury yields to 10-month highs and the 
dollar lower. 

"The news could quote the wrong source of 
information, or may be fake news," the State 
Administration of Foreign Exchange said on its 
website. 
The US 10-year Treasury yield edged down to 

2.5366 percent from Wednesday's close of 2.549 
percent, while the dollar gained 0.3 percent to 
111.72 yen after the regulator's comment. 

China has been diversifying its foreign currency 
reserves investments to help "safeguard the 
overall safety of foreign exchange assets and 

preserve and increase their value," the regulator 
said. 
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Few economists believe dumping US Treasuries 

is among policy choices to be considered by top 

leaders. 
Trade tensions between China and the United 
States are expected to rise as President Donald 
Trump weighs potential trade actions against 
Beijing. 
Dumping US debt holdings could roil financial 

markets and force the United States to 
scramble for funds, but analysts believe such 
a move by Beijing would risk starting a fire 
sale in which the value of its own portfolio 
would burn. 

"Given our big Treasury holdings, sometimes we 
sell some and sometimes we buy some, changes 
will not be very big and there won't be big 
impact on markets," said Xu Hongcai, deputy 

chief economist at the China Center for 
International Economic Exchanges, a Beijing 
think tank. 
"We should have full confidence in the US 
Treasury debt market, its depth and capacity are 
very big." 
China's foreign exchange reserves, the world's 

largest, rose by US$129.4 billion (HK$1 trillion) 
last year to US$3.14 trillion as tight regulations 
and a strong yuan continued to discourage 
capital outflows, data from China's central bank 
showed. 
China's holding of US government debt 
climbed by US$131 billion in the first 10 

months of last year to US$1.19 trillion. 

The exact composition of China's reserves is a 
state secret and the subject of intense scrutiny 
by global investors. 
 
REUTERS 
Copyright © 2018 GC Media Teamwork Limited 
 
 

India 

India's fixed income body sets higher 

levels for Dec-end bond yields  

11-Jan-2018  

By Suvashree Choudhury 

MUMBAI, Jan 11 (Reuters) - India's fixed 

income trade body set yields for government 
bonds at levels higher than the actual closing 
levels for the quarter from October to 
December, a top official of the market 
association told Reuters on Thursday. 

FIMMDA sets the final closing levels for all the 

country's bonds at the end of the quarter, 
typically at the exact closing price for the 
quarter, which becomes the benchmark all 
lenders and financial institutions must use when 
valuing their portfolio holdings.  
But DVSSV Prasad, the chief executive of the 
Fixed Income Money Market and Derivatives 

Association (FIMMDA) said this time, in a rare 

move, the yields for government bonds had 
been set at the direction of the Reserve Bank of 
India, and reflected the levels about 5 minutes 
before the close of trade in the last day of the 
quarter.  

Data from FIMMDA published on Wednesday 
evening showed the yields prescribed by the 

RBI were set at up to 15 bps higher than the 
actual closing levels, with the sharp increases 
tending to impact the more illiquid debt, 
including the 8.33 percent 2026 and the 6.79 
percent 2029 bonds.  

"It was a regulatory instruction from the central 
bank and we, as a valuation agency, followed 
the instruction," he said. 
Traders speculated the RBI stepped in to 

prescribe that prices be set at a few minutes 
before the close to tamp down a widespread 
practice of window dressing by Indian bond 
investors. 
In particular, banks have traditionally jacked 
up bond prices in the closing minutes of a 
quarter to improve their mark-to-market 
performance and bolster balance sheets. 

Banks are the biggest bond investors in India.  
The RBI has previously warned banks to 
refrain from such quarter-end activities, since 
they can produce large volatility in markets. 

For banks, the move is likely to lead to 
significant mark-to-market losses given that 
bonds have sold off sharply in the October-
December quarter, with the benchmark 10-year 
yield up 67 basis points.  

"This shows that RBI has no sympathy for 
banks," said a foreign bank trader. "Banks had a 
tough quarter in December and on top of that 
RBI comes and takes such measures. This 
clearly shows that RBI has no problem with 

yields rising."  

The news has fuelled nervousness among bond 
traders, with the mood remaining bearish ahead 
of consumer inflation data due on Friday. 
The benchmark 10-year bond yield was trading 
at 7.45 percent on Thursday, up 1 basis point 
from its previous close and 5 basis points higher 
from the day's low. 

 
(Reporting by Suvashree Dey Choudhury; Editing by 
Rafael Nam and Clarence Fernandez) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et 
 
 

India Bonds Tad Down Before Debt 

Sale, December Inflation Print  

12-Jan-2018  
By Mrigank Dhaniwala 
NewsRise 
MUMBAI (Jan 12) -- Indian government bonds 

edge lower as investors stay on the sidelines 
before INR150 billion debt sale today and 
release of December inflation print 

aftermarket hours; benchmark at now at 
INR95.67, yielding 7.44%, against INR95.69 

previous close. ―The auction outcome will show 

what sort of bids state-run banks go for after the 
December-end valuation change,‖ trader at 
primary dealership says. ―However, inflation is 
expected to be higher and bonds should end in 
the red,‖ he adds. Benchmark brent crude oil 

mailto:suvashree.dchoudhury.thomsonreuters.com@reuters.net
mailto:suvashree.dchoudhury.thomsonreuters.com@reuters.net
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contract at $69.28 per barrel in Asia trade 

against $70.05 yesterday’s high. Indian 

benchmark yield pegged in 7.43%-7.46% band 
until auction outcome. 
 
- By Mrigank Dhaniwala; 
mrigank.dhaniwala@newsrise.org; +91-22-61353306 
- Edited by Abhijit Basu 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd. 
 
 

Indonesia 

Indonesia sells 13 trillion rupiah of 

Islamic bonds, above target  

09-Jan-2018  

JAKARTA, Jan 9 (Reuters) - Indonesia's finance 

ministry sold 13 trillion rupiah ($967.41 
million) of Islamic bonds at an auction on 
Tuesday, above the indicative target of 8 
trillion rupiah, its financing and risk 
management office said. 

The weighted average yield for Islamic T-bills 
maturing in July 2018 was 4.42703 percent. 

The project-based sukuk maturing in March 
2020 had a weighted average yield of 5.56759 
percent while those maturing in January 2022 
had a weighted average yield of 5.90000 
percent. 

The weighted average yield for the project-
based sukuk maturing in October 2025 was 

6.31306 percent.  
The weighted average yield for the project-
based sukuk maturing in November 2031 was 
6.96972 percent, lower than 7.37999 percent in 
the previous auction on Nov. 21. 
The project-based sukuk maturing in February 
2037 had a weighted average yield of 7.28711 

percent. 
Total incoming bids on Tuesday were 32.28 
trillion rupiah, up from 15.67 trillion rupiah in 
the previous auction. 
The highest bid-to-cover ratio was 7.05 for the 
project-based sukuk maturing in November 

2031.  
 
($1 = 13,438 rupiah) 
(Reporting by Nilufar Rizki; Editing by Sherry Jacob-
Phillips) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Israel 

Israel plans 10-, 30-year dollar 

denominated bond issue  

10-Jan-2018  
JERUSALEM, Jan 10 (Reuters) - Israel plans to 

tap international bond markets with a sale of 

10- and 30-year dollar denominated bonds, 
although the size and timing of the offering 

has not yet been set, the Finance Ministry said 
on Wednesday. 

It said it chose Goldman Sachs, Deutsche Bank 

and Citibank as underwriters for the issue. 
A ministry delegation has left for London and the 
United States and met "some of the world's 
largest foreign investors" to examine demand in 
global markets, the ministry said. 
Israel, which seeks to alternate yearly bond 

issues between dollar and euro currencies, last 
issued $1.5 billion of dollar-denominated bonds 
in March 2016, followed by an issue of 2.25 
billion euros last January. 
 
(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) ) 
 
 

Israel cabinet approves 2019 state 

budget  

12-Jan-2018  
JERUSALEM, Jan 12 (Reuters) - Israel's cabinet 

unanimously approved the 2019 state budget 
draft early on Friday after an discussing the 
spending package in an all-night session. 

The budget next goes to parliament's Finance 
Committee, where it typically gets amended, 
before a final vote in the full plenum. 
Israel's proposed budget amounts to 479.4 

billion shekels ($140 billion) in total spending, 

while the budget deficit target was set at 2.9 
percent of gross domestic product. 
The total is nearly 20 billion shekels more 
than the already approved 2018 budget of 460 
billion and includes 100 billion shekels of debt 
payments and another 39 billion for interest 
expenses.  

"We are presenting a good budget today that 

includes important reforms that will advance the 
Israeli economy," Budget Director Shaul Meridor 
told ministers before the vote. 
Bank of Israel Governor Karnit Flug said the 
budget was unnecessarily loose given the strong 
economy. 

 
(Reporting by Steven Scheer; Editing by Simon 
Cameron-Moore) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
 
 

Kazakhstan 

Kazakh dollar bonds fall as legal 

dispute escalates  

09-Jan-2018 LONDON, Jan 9 (Reuters) - 
Kazakhstan's sovereign dollar bonds fell 
across the curve on Tuesday as a long-
running legal dispute with a Moldovan 
businessman escalated, threatening more 
state assets.  

mailto:steven.scheer@thomsonreuters.com
rm://steven.scheer.thomsonreuters.com@reuters.net/
https://twitter.com/StevenMScheer
mailto:steven.scheer@thomsonreuters.com
rm://steven.scheer.thomsonreuters.com@reuters.net/
https://twitter.com/StevenMScheer
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The 2045 bond was down 0.7 cents to 129.6 

cents in the dollar, according to Tradeweb data, 

while the 2025 issue lost 0.5 cents.  
Anatolie Stati plans to ask bailiffs to sell a $5.2 
billion stake in the Kashagan oil field owned by a 
Kazakh sovereign wealth fund if Astana refuses 
to pay an arbitration award.  
Last October, Bank of New York Mellon froze 

$22.6 billion in assets held by Kazakhstan's 
National Fund, another sovereign wealth fund, 
following a lawsuit by Stati. 
 
(Reporting by Claire Milhench; editing by Sujata Rao) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
 
 

Oman 

Oman's curve fires up investors  

10-Jan-2018  
By Sudip Roy 

LONDON, Jan 10 (IFR) - Oman is out in the 

market offering a triple-tranche deal, and 
investors who spoke to IFR said the curve 
looks steep and attractive. 

The sovereign is marketing a five-year at 205bp 
area over Treasuries, a 10-year at plus 325bp 
area and a 30-year at plus 410bp area. 
Uday Patnaik, head of emerging markets debt at 

L&G Investment Management, reckoned the 
concessions for the new bonds at IPTs were 
around 30bp-35bp. 
"I expect Oman to issue in fairly large size, and I 
believe they have preference for duration," said 
Patnaik. "The 10s/30s curve in Oman is steep, 
and I suspect that if Oman attempts to issue 

more in the long end, the curve will likely remain 
steep." 
A second investor said the biggest concession 
seemed to be offered on the 10-year, but that 
the steepness out to 30 years makes the long 
bond an interesting proposition. 
Israel is the other sovereign out in the market, 

pushing a 10-year at Treasuries plus 90bp area 

and a 30-year at plus 145bp area. It is targeting 
a total deal size of US$2bn. 
 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617) ( robert.hogg@thomsonreuters.com ; +44 207 
542 9077; )) 
 
 

Oman issues largest bond as rising oil 

prices cheer Gulf investors  

11-Jan-2018  
•$6.5 billion issue follows credit rating 
downgrades 
•Last week's 2018 state budget did not cut 

deficit 
•But oil price rise means Oman may 
undershoot deficit target 
•Oman has now covered vast majority of 
projected deficit 
•Investors still chasing EM yields despite 

higher US yields 

By Davide Barbuscia 

DUBAI, Jan 11 (Reuters) - The Omani 

government has sold a $6.5 billion bond, its 
largest ever, in a sign of how rising oil prices 
are increasing investor confidence in the 
Gulf's energy exporting countries. 
Oman is one of the financially weakest states 
in the Gulf and last month Fitch cut its rating 
of Oman's debt to just above junk territory; 
Standard & Poor's already rates Omani debt 
as junk. Last week, the government released 

a 2018 state budget that does little to cut a 
huge deficit. 

But the debt sale late on Wednesday attracted a 
whopping $15 billion of orders, helped by this 
week's leap of the Brent crude oil price to 
around $69 from around $50 in late July. 

"The higher and more stable oil prices definitely 
helped the issue" despite the fact that Oman is a 

deteriorating credit, said Zeina Rizk, director of 
fixed income asset management at Dubai's 
Arqaam Capital. 
The Omani issue may set the tone for other 
regional sovereigns which are expected to 
borrow internationally in the first half of this 

year, including Saudi Arabia and Qatar. 
Bonds from many other Gulf countries have 
outperformed U.S. Treasuries so far this year 
because of climbing oil prices. The yield on Saudi 
Arabia’s 10-year notes issued in 2016 has risen 
two basis points since the beginning of 2018, 

against a jump of 12 bps for the 10-year U.S. 

Treasury. 
Oman sold a triple-tranche bond with 
maturities of five, 10 and 30 years. The 
longest tranche attracted the largest interest 
- and offered the highest margins - in a sign 
that international accounts looking for long-
term, high-yielding assets continue to chase 
emerging market debt, despite rising in U.S. 
yields. 

Oman raised $1.25 billion with the five-year 

tranche, $2.5 billion with the 10-year and $2.75 
billion with the 30-year. The $6.5 billion sale 
means Oman has already covered the vast 
majority of the three billion rial ($7.8 billion) 

deficit projected in its 2018 state budget. 
The budget plan said 500 million rials of the 
deficit would be covered by withdrawals from 

financial reserves, so Oman may not borrow any 
more in 2018, internationally or domestically - 
although investors think another issue is 
possible if market conditions are extremely 
favourable.  
The 2018 budget assumed an average oil price 

of $50 per barrel. Should oil prices remain close 
to $70, Oman’s deficit for 2018 could be 
considerably lower than expected, although it 
would still be substantial; analysts estimate 
Oman's break-even oil price at around $80. 
"The markets have become familiar with the 

credit, people know their deficit. No-one 

expected them to issue less than $5 billion," said 
a Dubai-based portfolio manager. 
Oman issued its first triple-tranche bond last 
year, raising a total of $5 billion in five-, 10- and 
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30-year notes. 
This year’s debt sale offered attractive 
margins to investors at the long end of the 
curve, with the 10- and 30-year notes 
featuring premiums of 30 to 40 basis points 
against the existing bonds maturing in 2027 
and 2047. 

The new bonds rose in secondary market trade 
on Thursday, with Asian investors buying at the 
long end. "I think we will see more moves once 

the U.S. comes in given that it looks like most of 
the 30 years was allocated there," said Rizk. 
 
(Editing by Andrew Torchia, Editing by William 
Maclean) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

Pakistan 

State Bank's efforts lauded globally - 

Voted as the Best Central Bank for 

Promoting Islamic Finance  

10-Jan-2018  
January 10, 2018  
State Bank of Pakistan has been voted as the 
Best Central Bank in Promoting Islamic 
Finance by a poll conducted by International 
Finance News (IFN), an arm of Red Money 

Agency, Malaysia. State Bank of Pakistan has 
also won this award in 2015. It is also important 

mentioning that in 2016, Pakistan was awarded 
Global Islamic Finance Award (Advocacy Award) 
by Edbiz Consulting Limited, UK. This recognizes 
the dedication and commitment of State Bank of 
Pakistan over the years for laying sound 
foundations for sustainable growth of Islamic 
finance industry in the country. Islamic banking 

industry has shown significant growth rate since 
its re-launch in 2002; by end September 2017, 
share of Islamic banking stood at 11.9 percent 
in terms of assets while in terms of deposits its 
share is 13.7 percent with a network of 2,368 
branches across the country.  
"The SBP has demonstrated impressive 

dedication toward rebuilding Pakistan's 
Islamic banking sector, providing strong 
support and building deep foundations on 
which the industry can now stand " , stated 

IFN while announcing the poll results. Further, 
significant measures to support Islamic banking 
and finance during 2017 including issuance of 
detailed guidelines on conversion from a 
conventional to an Islamic bank, amendments in 

the Shariah Governance Framework to require 
external auditing, implementing tax neutrality 
for Islamic transactions and launching of a new 
SME finance policy to support entrepreneurship 
have also been quoted as main reasons for the 

award.  

Government of Pakistan has also shown strong 
resolve towards developing this industry. To this 
end, formation of the Steering Committee by the 
Government for Promotion of Islamic Banking in 

Pakistan helped a lot in creating the desired 

harmony among all stakeholders. Subsequently, 

an Implementation Committee was formed to 
execute recommendations of the Steering 
Committee. Four sub-committees; namely (i) 
sub-committee on Legal and Regulatory 
Framework, (ii) sub-committee on Taxation, (ii) 
sub-committee on Capital Market and (iv) sub-

committee on Awareness, Training and Capacity 
Building, are also working diligently for 
promotion of Islamic Banking in Pakistan.  
 
(C) Copyright 2018 - State Bank of Pakistan 
 
 

Philippines 

Philippines readies global bonds sale, 

more tax measures  

08-Jan-2018  
•Gov't aims global bonds, samurai bonds in 
2018 
•Gov't to submit second tax package to 
Congress 
•Inflationary impact from new tax law 
minimal 
By Karen Lema 
MANILA, Jan 8 (Reuters) - The Philippines is 

looking to issue sovereign bonds in the first 
quarter of the year to help finance this year's 

budget, its finance minister said on Monday, 
signaling the government is stepping up 
efforts to upgrade the nation's infrastructure.  
Finance Secretary Carlos Dominguez told a news 
conference the bond offering could happen 
between January and February, but he didn't 
provide any information on the amount the 
government planned to raise. 

The government's borrowing plan this year also 
includes a Samurai bond issue, which 
Dominguez said may take place toward the 
latter part of 2018. 
National Treasurer Rosalia de Leon said in 
September the government was looking to raise 
$1 billion from the sale of sovereign global 

bonds to help fund the increase in this year's 

spending plan.  
Philippine President Rodrigo Duterte signed 
into law the 3.8 trillion pesos ($76.11 billion) 
spending plan for 2018 in December. This 
year's budget target tops the previous year's 
spending by more than 12 percent as the 
government forges ahead with plans to 
expand and modernize its infrastructure. 

Dominguez said the government will submit to 
Congress this month the second of the five tax 
reform packages, which the president needs to 
fulfill his promise to build much-needed 
infrastructure to attract investments and lift 
economic growth.  
Duterte has promised to usher in a "golden age 

of infrastructure" by raising annual spending on 
it to 7 percent of gross domestic product from 
less than 3 percent before he came to power 
more than 18 months ago.  
The first of five tax reform packages, aimed at 
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boosting state coffers and making the tax 

system simpler and fairer, was signed into law in 

December. 
The new law covers an array of tax changes, 
including expanding the value added tax base, 
lowering personal income taxes and raising 
those on petroleum products and automobiles. It 
is expected to raise 92 billion pesos in its first 

year of implementation. 
Dominguez said he expects the inflationary 
impact of the tax reform measure to be minimal 
at 0.7 percent. The government has a 2-4 
percent inflation target this year.  
 
($1 = 49.9250 Philippine pesos) 
(Reporting by Karen Lema; Editing by Shri 
Navaratnam) 
(( karen.lema@thomsonreuters.com ; +632 841-
8938; Reuters Messaging: 
karen.lema.thomsonreuters.com@reuters.net )) 
 
 

Sri Lanka 

Sri Lanka to raise $500 mln via bonds, 

divesting state hotels amid debt  

08-Jan-2018  
By Shihar Aneez 
COLOMBO, Jan 8 (Reuters) - Sri Lanka aims to 

raise $500 million this month via development 
bonds and is in the process of divesting two 
state-owned hotels, the central bank and a 

ministry said on Monday, as the government 
faces unprecedented debt repayment this 
year. 

President Maithripala Sirisenea's administration 
must repay an estimated 1.97 trillion rupees 
($12.85 billion) in 2018 - a record high - 
including $2.9 billion of foreign loans, and a total 
of $5.36 billion of interest. 

The central bank announced plans to raise $500 
million in 2-year, 3-year, 4-year, and 5-year Sri 
Lanka Development Bonds (SLDB) out of 
planned $3 billion for this year at both fixed and 
floating rate arrangement, the central bank said 
in a posting on its website. 
The cabinet last week approved plans to 

borrow some $5 billion in 2018, including $2 
billion of sovereign bond sales and $3 billion 
of development bonds to refinance big debts 
that fall due this year. 

A total of about $2.5 billion worth of SLDBs 
mature this year. 
The government has also called for a request for 
proposal (RFP) to find investors for 45 billion 
rupees ($293 million) worth of Grand Hyatt 

Colombo property that includes a 458-room, 5-
star hotel and 100 apartments.  
The government has offered 100 percent shares 
in Grand Hyatt Colombo property and said an 
investor would be selected through a 

competitive process, the Ministry of Public 

Enterprise Development said in a posting on its 
website. 
The government has entered into a 20-year 
management contract with the Hyatt Group to 

run the hotel, which is due to be completed and 

to begin operations this year. 

The government also said it was seeking 
investors for a 51 percent controlling stake in a 
350-room 5-star hotel in the heart of the capital, 
Colombo, which Hilton International runs under 
a management contract. 
The ministry said Hilton International had 

indicated its desire to renew the contract after 
the current one ends in 2019. 
The divestment of state-owned hotels comes 
as the repayment of expensive infrastructure 
foreign loans starts this year, which has left 
the island nation facing a debt crisis. 

Central bank governor Indrajit Coomaraswamy 
said last week the government should go for the 

sovereign bond as early as possible as there was 

ample money in global capital markets ahead of 
expected rate increases by the U.S. Federal 
Reserve. 
The government is trying to pass a Liability 
Management Act that would allow it to borrow 
more than budget limit as it tries to manage a 

debt repayments over the next two years. It also 
plans to reschedule some loans. 
The $81 billion economy expected foreign 
currency outflows of $5.6 billion in the next 12 
months including loans, securities, and deposits, 
compared with a current $8 billion in foreign 
exchange reserves, according to central bank 

data. 
 
($1 = 153.6000 Sri Lankan rupees) 
(Reporting by Shihar Aneez; Editing by Robert Birsel) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
 
 

Sri Lanka central bank suspends four 

officers over alleged bond irregularities  

12-Jan-2018  
COLOMBO, Jan 12 (Reuters) - Sri Lanka's 

central bank said it has suspended four 
officers and taken disciplinary action against 
several others following alleged irregularities 
in a 2015 government bond auction. 

In a statement Thursday night, the monetary 
authority also said it has initiated several 
legislative changes aimed at preventing 
irregularities arising in connection with future 
bond issues. 
Last week, President Maithripala Sirisena said a 
commission investigating the 2015 bond sales 

has recommended legal action against the 
finance minister and the central bank governor 
at the time. (Full Story) 
The Central Bank of Sri Lanka statement said 
it has taken measures to improve the 
management and control of public debt and 
the government pension fund, and is studying 
the commission's recommendations. 

"The central bank has already implemented 

some of the recommendations therein, while 
measures have already been initiated to 
implement most of the other recommendations," 
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it said. 

"The Monetary Board has consulted the Attorney 

General, as appropriate, in the actions it has 
taken." 
In the 2015 auction, more than half of the bonds 
were sold to Perpetual Treasuries Ltd, a 
subsidiary of a company owned by the son-in-
law of then-central bank governor Arjuna 

Mahendran. 
Sirisena said the presidential commission of 
inquiry concluded that Perpetual Treasuries 
made profits through illegal means, and it 
blamed the bank governor and other officials. 
Mahendran, his son-in law and Perpetual 

Treasuries have denied any wrongdoing. 
In its statement, the central bank also said that 
it will initiate measures to carry out forensic 

audits on the issuance of Treasury bonds during 
the 2008 to 2014 and the Treasury bond 
auctions held in March 2016, as recommended 
by the commission. 

Several legislators were injured in a fistfight on 
Wednesday that broke out as opposition parties 
and a faction of the ruling coalition demanded 
the report be presented in the parliament as 
promised earlier. The commission report was not 
debated on Wednesday, as it had not been 
presented to parliament. 

Opposition lawmakers have alleged the bond 
auction cost the state more than $1 billion 
because of rising borrowing costs.  
 
($1 = 153.50 Sri Lankan rupees) 
(Reporting by Ranga Sirilal; Editing by Shihar Aneez 
and Richard Borsuk) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
 
 
 

Taiwan 

Taiwan sells 5-year govt bonds at 

0.688 pct yield  

09-Jan-2018  
TAIPEI, Jan 9 (Reuters) - Taiwan auctioned 

T$25 billion ($847.60 million) in 5-year 
government bonds at a yield of 0.688 percent, 
the central bank said on Tuesday. 

The auction was within the range of the 
forecasts in a Reuters poll for a yield of between 
0.67 percent and 0.69 percent. 

 
($1 = 29.4950 Taiwan dollars) 
(Reporting by Liang-sa Loh; Editing by Gopakumar 
Warrier) 
(( JessicaMacy.Yu@thomsonreuters.com ; +886 2 
2500-4882; )) 
 
 

Thailand 

Thailand plans to sell $4.9 bln of govt 

bonds in January-March  

11-Jan-2018  

BANGKOK, Jan 11 (Reuters) - Thailand plans to 

sell 157 billion baht ($4.90 billion) of 
government bonds in the January-March 
quarter to help restructure debt, the finance 
ministry said on Thursday. 

The bonds will have maturities of between five 
and 50 years, the ministry said in a statement. 

That compares with 124 billion baht of 
government bond sales planned for the previous 
quarter. 
 
($1 = 32.02 baht)  
(Reporting by Kitiphong Thaichareon and Satawasin 
Staporncharnchai; Writing by Orathai Sriring; Editing) 
(( orathai.sriring@thomsonreuters.com ; +662 
6489729; Reuters Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

Albania 

Albania sells 3.5 bln leks (26.2 mln 

euro) of 10-year T-notes  

10-Jan-2018  
TIRANA (Albania), January 10 (SeeNews) – 
Albania's finance ministry said on Wednesday 

it raised 3.5 billion leks ($31.3 million/26.2 
million euro) from the sale of ten-year fixed-
rate Treasury notes. 

The coupon rate on the issue increased to 7% 
from 6.45% % at the last auction of ten-year 
fixed-rate T-notes held in October, according to 
the results of Tuesday's auction posted on the 
website of the finance ministry. 

 
(1 euro = 132.471 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnia 

Bosnia's Federation raises 132.9 mln 

euro in T-bill auctions in 2017  

11-Jan-2018  
SARAJEVO (Bosnia and Herzegovina), January 

11 (SeeNews) – Bosnia's Federation raised 
260 million marka ($158.8 million/132.9 
million euro) in 11 Treasury bill auctions in 

2017, the entity government said. 

The raised funds were used to service liabilities 
from previous years, the government said in a 
statement on Wednesday, quoting the 
Federation finance minister. 
Four auctions were called off. The Federation 

initially planned to raise 360 million marka in 15 

treasury bill auctions. 
In 2017, the entity reduced its debt by 632.98 
million marka, of which 510.68 million marka 
relates to the reduction of foreign debt and 
122.30 million marka to domestic debt. 
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The Federation government did not give a end-

2017 debt figure. 

In November, the Federation said it plans to 
issue short-term and long-term government 
paper in the amount of 510 million marka in 
2018 to refinance existing debt. 
The Federation is one of the two autonomous 
entities forming Bosnia and Herzegovina. The 

other one is the Serb Republic. 
Both entities were faced with underfunding last 
year since the International Monetary Fund 
(IMF) decided to postpone the release of a 
second loan tranche under its current three-year 
funding deal with the country earlier in 2017, 

due to unfulfilled reform targets. In December, 
the IMF, however, said it has reached a staff-
level agreement with Bosnia to conclude the first 

review under the finding arrangement, which 
could see the IMF disburse some 76 million euro 
($90.2 million) in early 2018. 
 
(euro=1.95583 marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnia's Serb Republic raises 10.2 mln 

euro in 6-mo T-bill auction  

11-Jan-2018  

BANJA LUKA (Bosnia and Herzegovina), January 
11 (SeeNews) – Bosnia's Serb Republic raised 

on target 20 million marka ($12.3 
million/10.2 million euro) in an auction of six-
month Treasury bills on the Banja Luka 
bourse, the finance ministry said on Thursday. 

The T-bills were sold at an average weighted 
price equal to 99.8522% of par, while the 

average yield remained unchanged at 0.3001% 
achieved at the last auction held on October 9, 
the finance ministry said in a bourse filing. 
Bids placed totalled 39.3 million marka. 
The government paper will mature on July 11, 
2018. 
 
(1 euro=1.95583 Bosnian marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Hungary 

Hungarian central bank chief says base 

rate must stay at record low 0.9 pct  

11-Jan-2018  
BUDAPEST, Jan 11 (Reuters) - Hungary's 

benchmark base rate must stay at 0.9 percent 
and interbank rates around zero for inflation 
to reach the central bank's 3 percent target by 
mid-2019 in a sustainable way, the bank's 
Governor Gyorgy Matolcsy told weekly 

Figyelo. 

In an interview published on Thursday, Matolcsy 

also said the central bank would do everything 
at its disposal for inflation to approach the 3 
percent target and to create price stability in a 
sustainable manner. 
He said long-term government bond yields 

should be driven lower, with the help of the 

bank's "entire policy toolkit." 

The bank announced late last year that it would 
start buying mortgage bonds from 2018. It 
wants to push yields lower on longer-dated 
government bonds and encourage borrowers to 
choose fixed-rate housing loans. 
 
(Reporting by Krisztina Than; Editing by Shri 
Navaratnam) 
(( krisztina.than@thomsonreuters.com ; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net )) 
 
 

Macedonia 

Macedonia launches €500m January 

2025 bond at 3% 

11-Jan-2018  
LONDON, Jan 11 (IFR) - Macedonia has 

launched a €500m January 2025 bond at a 
yield of 3%, according to a lead. 

That was at the tight end of guidance of 3.125% 

area (+/-12.5bp). The notes were initially 
marketed at 3.375% area. 
The order books are over €3.5bn. 
The deal is expected to price today via Citigroup, 
Deutsche Bank and Erste Group. 
The sovereign is rated BB- (stable) by S&P and 
BB (negative) by Fitch. 

 
(Editing by Alex Chambers) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; )) 
 
 

Moldova 

Moldova 2017 inflation rises to 7.3 

percent  

11-Jan-2018  
CHISINAU, Jan 11 (Reuters) - Inflation in 

Moldova rose to 7.3 percent in 2017 compared 
with 2.4 percent a year earlier, the state 
statistics service said on Thursday. 

The central bank expects inflation to return to a 
target of 5 percent, plus or minus 1.5 percent, in 
the second half of 2018.  
 
(Reporting by Alexander Tanas; Writing by Alessandra 
Prentice; Editing by Alison Williams) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
 
 

Montenegro 

Montenegro to auction 24.45 mln euro 

of 182-day T-bills on Jan 12  

10-Jan-2018  
PODGORICA (Montenegro), January 10 
(SeeNews) - Montenegro will offer 24.45 



 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  12 

million euro ($29.3 million) of 182-day 
Treasury bills at an auction on January 12, 

according to an announcement posted on the 
central bank's website. 

The government securities will mature on July 
16, 2018. 
Interested investors will be able to place their 
bids by 12:00 CET on January 12. 
In the last auction of 182-day T-bills held on 

December 12, the finance ministry sold 
government securities with a nominal value of 3 
million euro at an average weighted yield of 
0.20%. 
Montenegro sold 208.1 million euro worth of T-
bills in 2017, up 12.8% year-on-year. 
 
($ = 0.852124 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Poland 

Polish central bank head says interest 

rates may stay unchanged into 2019  

10-Jan-2018  
WARSAW, Jan 10 (Reuters) - Interest rates in 

Poland may stay unchanged at 1.5 percent 
until the end of 2018 or even longer, as 
inflation is benign despite fast economic 
growth, the head of the Polish central bank 
said on Wednesday. 

Adam Glapinski's comments appeared to 
suggest a longer horizon for a shift in interest 
rates than the bank had previously signalled. 
Earlier in the day, the Monetary Policy Council 
left rates unchanged, as expected, and said in a 
statement that economic growth may slow in 
coming quarters, while earlier it had expected a 

slowdown in coming years. 
"In my opinion, rates will stay unchanged 
until the end of 2018 ... perhaps even longer," 
Glapinski told a press conference. He declined 
to say how long into 2019 the policy of 
holding rates might extend. 

"We're not going to do anything original. There 
is a disparity in rates (between Poland and other 

countries) at around 2 percent and nothing will 

be changed here," he said. 
Despite expectations that growth in gross 
domestic product had exceeded an annual rate 
of 5 percent in the last quarter of 2017, Poland's 
inflation slowed in December to 2.0 percent. The 
central bank's target is 2.5 percent plus or 

minus one percentage point. 
Glapinski said prices in Poland were under 
control because of the effects of globalisation. 
The zloty currency did not react to the central 
bank governor's comments. It was already 
slightly losing steam this week in anticipation of 
dovish Glapinski remarks after a short stint of 

strength last week. 

 
(Reporting by Pawel Sobczak; Writing by Lidia Kelly; 
Editing by Peter Graff) 
(( marcin.goclowski@thomsonreuters.com ; +48 22 
6539724; Reuters Messaging: 

marcin.goclowski.reuters.com@thomsonreuters.net )) 
 
 

Polish lower house adopts 2018 budget 

assuming 3.8 pct growth  

11-Jan-2018  
WARSAW, Jan 11 (Reuters) - Poland's lower 

house of parliament on Thursday approved a 
2018 budget which assumes GDP growth of 
3.8 percent and a central budget deficit of 
41.5 billion zlotys ($11.98 billion). 

The budget envisages 2018 inflation at 2.3 
percent and a general government deficit of 2.7 
percent of GDP.  
The document still needs to be approved by the 

upper house of parliament and the president.  
 
($1 = 3.4630 zlotys) 
(Reporting by Agnieszka Barteczko and Pawel 
Sobczak) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
 
 

Romania 

Romania sells 509.8 mln lei of July 

2027 treasury bonds  

08-Jan-2018  

BUCHAREST, Jan 8 (Reuters) - Romania sold a 

more than planned 509.8 million lei ($131.97 

million) of July 2027 treasury bonds on 
Monday, with the average accepted yield set 
at 4.25 percent, central bank data showed.  
Debt managers last sold the paper in December 
at an average yield of 4.53 percent. 
So far this year, Romania has sold roughly 1.0 
billion lei of domestic leu debt. 
 
($1 = 3.8629 lei) 
(Reporting by Luiza Ilie and Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Romania sells 500 mln lei of March 

2022 bonds  

11-Jan-2018  
BUCHAREST, Jan 11 (Reuters) - Romania sold a 

planned 500 million lei ($128.85 million) 
worth of March 2022 treasury bonds on 
Thursday, with the average accepted yield at 
3.8 percent, central bank data showed.  

Debt managers last issued the paper September 
at an average yield of 2.71 percent. 
So far this month, Romania has issued debt 

worth 1.57 billion lei.  

 
($1 = 3.8806 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
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Russia 

Russia's finance ministry fully spent its 

reserve fund in 2017  

10-Jan-2018  
MOSCOW, Jan 10 (Reuters) - Russia's finance 

ministry said on Wednesday it has fully spent 
its reserve fund, as planned, in late 2017 to 
cover budget shortfalls. 

The finance ministry said it converted foreign 
currency it had in its reserve fund into roubles 
and channeled more than 1 trillion roubles 

($17.53 billion) to cover budget deficit in 
December. 

As of Dec. 1, the reserve fund stood at $17.05 
billion. (Full Story) The reserve fund is part of 
the country's gold and forex reserves that stood 
at $432 billion as of Dec. 22. 

The finance ministry said it will terminate the 
reserve fund, accumulated over years of high oil 
prices, from Feb. 1. 
The ministry also said the National Wealth Fund, 
which is designed to help balance the pension 
system, fell to $65.15 billion as of Jan. 1. from 
$66.94 billion as of Dec. 1. 

 
($1 = 57.0525 roubles) 
(Reporting by Andrey Ostroukh Editing by Jeremy 
Gaunt.) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Turkey 

Turkish Treasury says mandates banks 

to issue dollar-denominated bond  

09-Jan-2018  
ISTANBUL, Jan 9 (Reuters) - Turkey has 

mandated Citigroup, Deutsche Bank and HSBC 
for the issuance of a dollar-denominated bond 
due in 2028, the Turkish Treasury said on 

Tuesday. 

The Treasury mandated the institutions as part 
of its 2018 external borrowing programme, it 
said. 
 
(Reporting by Ece Toksabay; Writing by Ezgi Erkoyun; 
Editing by David Dolan) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
 
 

Turkey borrows $2 bln at 5.2 pct in 

2028 bond  

09-Jan-2018  
ANKARA, Jan 9 (Reuters) - Turkey's Treasury 

has borrowed $2 billion in a dollar-
denominated eurobond maturing in 2028 at a 
yield of 5.2 percent, bankers said on Tuesday. 

Demand for the issuance was in excess of $6 
billion, they said. 

 
(Reporting by Nevzat Devranoglu; Writing by David 
Dolan, Editing by William Maclean) 
(( david.dolan@tr.com ; +90 212 350 7046; Reuters 
Messaging: 
david.dolan.thomsonreuters.com@reuters.net )) 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina central bank cuts policy rate 

to 28 pct from 28.75 pct  

09-Jan-2018  
BUENOS AIRES, Jan 9 (Reuters) - Argentina's 

central bank cut its policy rate to 28 percent 
from 28.75 percent, two weeks after relaxing 
its 2018 inflation target, the bank said on 
Tuesday. 
The bank's first rate cut in 14 months came after 
a Dec. 28 news conference announcing an 
official inflation target for this year of 15 
percent, up from the bank's previous target 

range of 8 percent to 12 percent.  
Argentina also has a new 2019 inflation target 
of 10 percent and 5 percent for 2020. "This 
pathway is now the objective of central bank 
monetary policy," the bank said in a 
statement, adding it will be "cautious" in its 
approach to hitting the new targets. 

"Naturally, if you seek a lower rate of disinflation 
than planned originally, the path of monetary 
policy will be less contractive than the one 

before," the statement said. 
Economist Guido Lorenzo of local consultancy 
ACM Consultores said Tuesday's rate cut should 
have been deeper. "Going forward it will be 
much more difficult to cut the rate after January 
and February inflation data comes in," he said. 

"The time was now," he added. "Going forward it 
will be more difficult to justify a drop in rates." 
Based on expectations of lower interest rates, 

the local peso has weakened 1.7 percent so far 
this month to 18.9650 per U.S. dollar, after 
falling 14.9 percent in full year 2017. 
A survey of economists published by the central 

bank earlier this month showed median inflation 
expectations of 17.40 percent for 2018 and 11.6 
for 2019. Argentine December and full-year 
2017 consumer price data is scheduled to be 
released on Thursday. 
Inflation was 21 percent in the first 11 months 
of 2017. 

The government late last month postponed by 
one year its goal of lowering inflation to 5 
percent, pushing it back to 2020. The 2019 
target will be 10 percent. 

 
(Reporting by Maximiliano Rizzi, Eliana Raszewski and 
Hugh Bronstein; Editing by Bill Trott and Sandra 
Maler) 
(( hugh.bronstein@thomsonreuters.com ; +54-11-
4318-0655; Reuters Messaging: 

mailto:ezgi.erkoyun@thomsonreuters.com
rm://ezgi.erkoyun.thomsonreuters.com@reuters.net/
mailto:david.dolan@tr.com
rm://david.dolan.thomsonreuters.com@reuters.net/
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hugh.bronstein.thomsonreuters.com@reuters.net )) 
 
 

Argentina refinances $1 bln in expiring 

Treasury notes  

10-Jan-2018  
BUENOS AIRES, Jan 10 (Reuters) - Argentina 

refinanced $1 billion in expiring Treasury 
notes after receiving orders worth $2.9 
billion, the finance ministry said in a 
statement on Wednesday. 

The ministry said the sale was split between 
$500 million in 196-day notes expiring in July, 
which received $1.9 billion in orders, and $500 
million in 364-day notes expiring next January, 

which received $976 million in orders. Argentina 
has $30 billion in financing needs in 2018, and 

last week it sold $9 billion in U.S.-dollar bonds. 
(Full Story) 
 
(Reporting by Luc Cohen; Editing by Tom Brown) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Brazil 

S&P cuts Brazil credit rating as pension 

reform doubts grow  

12-Jan-2018  
BRASILIA, Jan 11 (Reuters) - Ratings agency 

Standard & Poor's cut Brazil's credit rating on 
Thursday as doubts grew about the result of a 
presidential election in October and a push to 
trim its costly pension system, seen as vital to 
closing a huge fiscal deficit. 

S&P lowered its long-term rating for Brazil 
sovereign debt to BB- from BB previously, with a 

stable outlook, citing less timely and effective 
policymaking. S&P also said there was a risk of 
greater policy uncertainty after this year's 
elections. 
The decision underscored concerns that a 
business-friendly reform agenda proposed by 

the unpopular President Michel Temer may stall 

this year as a looming presidential race shortens 
the legislative calendar. 
Brazilian Finance Minister Henrique Meirelles had 
met with ratings agencies to try and stave off a 
downgrade after the government delayed to 
February a vote on pension reform that had 

initially been expected last year. 
The move by S&P brings its long-term sovereign 
rating for Brazil three notches below investment 
grade. Brazil is rated Ba2 by Moody's Investors 
Service and BB by Fitch Ratings -- both two 
notches into "junk" territory. 
The S&P downgrade "is a negative development 

but it was expected, particularly after pension 

reform was delayed. It's not breaking news for 
markets," said Goldman Sachs economist 
Alberto Ramos in by telephone. 
A spokesman for Brazil's central bank declined 
to comment. The finance ministry did not 

immediately comment. 

"This was already on the horizon as a possibility, 

given the process around the pension vote," said 
Wellington Moreira Franco, secretary-general for 
President Michel Temer's office. "I think it's a 
warning of the economic and social 
consequences of not approving pension reform." 
 
(Reporting by Jake Spring and Lisandra Paraguassu; 
Additional reporting by Bruno Federowski in Sao Paulo 
and Kanika Sikka in Bengaluru; Editing by Brad 
Haynes and Sandra Maler) 
(( jake.spring@thomsonreuters.com ; +55 61 99653-
2429; Reuters Messaging: 
jake.spring.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/jakespring) ) 
 
 

Ecuador 

Ecuador bonds inch lower on debt 

probe  

09-Jan-2018  
By Paul Kilby 
NEW YORK, Jan 9 (IFR) - Ecuador bonds moved 

lower Tuesday after news that the country's 

comptroller's office will audit debt issued in 
the last five years of the administration of 
former president Rafael Correa. 

Traders were spotting the sovereign's bond 
prices anywhere between a half to a full point 

weaker.  
The most recently issued 8.875% 2027s were 
being bid at 110.625, or about 50 cents lower, 

while the 9.625% 2027 - which printed in May, 
just as new President Lenin Moreno assumed 
office - was quoted at 115.50 or 3/8 weaker, a 
banker said. 
"The sell-off in US Treasuries isn't helping 
matters, but there have been better sellers of 
Ecuador," said one trader.  
A team of economists, lawyers and 
businessmen plan to examine debt issues 
carried out between January 2012 and May 
2017 before making a recommendation in 
April, Reuters reported. 

The news recalled memories of when Correa 
himself deemed certain bonds illegitimate in 
2008 before selectively defaulting.  
"At first glance it is a scary headline, but I don't 

think it is relevant in terms of comparisons to 
Correa's debt legitimacy campaign in 2008," said 
Siobhan Morden, head of Latin America strategy 
at Nomura. 
"The intention is to improve transparency and 
expose corruption during the Correa era." 

Even so the news doesn't help a sovereign that 
still relies heavily on the international capital 
markets for its funding needs. 
Last year, the oil exporting nation raised 
US$5.5bn through four separate issues, and it is 

expected to come to market again early this 
year.  

"They have been one of the more frequent 
sovereign issuers over the last few years," said 
one banker. 
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"Oil is trading well and the market tone is 

supportive. Along with other frequent issuers, I 

would expect it to come to market early (this 
year)." 
Morden calculates that the country's foreign 
reserves stand at US$2.4bn - near recent lows - 
and as a result Ecuador will have to access the 
capital markets soon. 

"From a financing cashflow perspective, they 
need to come soon," she said.  
 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Ecuador to probe legality of debt under 

ex-president Correa  

09-Jan-2018  
QUITO, Jan 8 (Reuters) - Ecuador's 

comptroller's office on Monday announced it 
will open an audit of debt contracted in the 
last five years of the government of former 

President Rafael Correa to determine the 
legality of the operations and the use of the 
funds. 
The move follows a report by the 
comptroller's office revealing that some 
documentation relating to debt operations 
had been declared secret and that official 
reports on public debt had excluded some of 
the operations. 

President Lenin Moreno, a former Correa 
protege, since his election last year been has 

criticized the ex-president's handling of the 
economy and is seeking to unwind some Correa-
era reforms. Correa says such efforts constitute 
a "coup" by Moreno. 
A team of economists, lawyers and 
businessmen will analyze debt operations 
carried out between January 2012 and May 
2017 and will present recommendations in 

April. 

Comptroller Pablo Celi said Correa and former 
Finance Ministry officials had been notified about 
investigation. 

Shortly after taking office last May, Moreno said 
that total public debt was $42 billion dollars, 
plus additional liabilities including some 

associated with payments to oil services 
companies. 
I have just learned of a supposed preliminary 
report on the audit of the debt and a commission 
that includes several haters of the (Citizen's 
Revolution)," Correa said via Twitter, referring to 
his political movement.  

During a later speech in the city of Guayaquil he 
described the probe as "persecution." 
The former president is leading a campaign for 
the "No" vote in a Feb. 4 referendum on 
constitutional reforms include a measure to 

prohibit indefinite re-election, a measure Correa 
created that allowed him to run for a second 

term. 
Correa himself in 2008 commissioned a team of 
experts to study the country's prior debt 

operations. The experts concluded that several 

debt operations were "illegitimate," leading his 

government to declare a default.  
 
(Reporting by Alexandra Valencia, writing by Brian 
Ellsworth) 
(( alexandra.valencia@thomsonreuters.com ; +593-
99-944-6992; Reuters Messaging: 
alexandra.valencia.thomsonreuters.com@reuters.net 
)) 
 
 

Mexico 

Mexico sets guidance for April 2028 

euro benchmark  

09-Jan-2018  
By Robert Hogg 

LONDON, Jan 9 (IFR) - Mexico has set 

guidance for a euro benchmark due April 2028 
bond at swaps plus 90bp area (+/-5bp), 
according to a lead. 

The notes were initially marketed at swaps plus 
100bp area. 
The trade is today's business via Barclays, 

Citigroup and Santander. 
The sovereign is rated A3/BBB+/BBB+. 
 
(Reporting by Robert Hogg; editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
 
 

Mexico marketing April 2028 euro bond 

at swaps plus 100bp area  

09-Jan-2018  
By Robert Hogg 
LONDON, Jan 9 (IFR) - Mexico has started 

marketing a euro senior unsecured 
benchmark due April 2028 bond at swaps plus 
100bp area, according to a lead. 

The trade is today's business via Barclays, 
Citigroup and Santander. 
The sovereign is rated A3/BBB+/BBB+. 
 
(Reporting by Robert Hogg; Editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
 
 

Paraguay 

Paraguay plans to sell debt next month  

08-Jan-2018  
ASUNCION, Jan 8 (Reuters) - Paraguay plans to 

sell bonds on the international market in the 

first half of February, Finance Minister Lea 
Gimenez said on Monday. 
She did not give details on the planned 
issuance but said Paraguay's 2018 budget 
authorizes up to $600 million in foreign and 

domestic currency debt. Of that, $300 million is 
to be used to cover existing obligations and the 
rest can be used for new investments. 
The country debuted on international debt 

mailto:paulj.kilby@thomsonreuters.com
rm://paulj.kilby.thomsonreuters.com@reuters.net/
mailto:alexandra.valencia@thomsonreuters.com
rm://alexandra.valencia.thomsonreuters.com@reuters.net/
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markets in 2013 and has sold a total of $2.88 

billion in bonds. 

Neighboring Argentina sold $9 billion in a three-
part dollar bond last week, covering nearly a 
third of its expected financing needs for 2018. 
 
(Reporting by Daniela Desantis; Writing by Caroline 
Stauffer; Editing by Susan Thomas) 
(( caroline.stauffer@tr.com ; + +54 11 4510 2591, + 
+54 9 11 5830 7443 ; Reuters Messaging: 
caroline.stauffer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/carostauffer)) 
 
 

Venezuela 

Group says Venezuela bonds should 

trade minus interest  

08-Jan-2018  
By Paul Kilby 
NEW YORK, Jan 8 (IFR) - Emerging markets 

trade group EMTA on Monday recommended 
that Venezuela's sovereign bonds be traded 
flat or without accrued interest, the way 
bonds in default are typically traded. 

The move comes after S&P last week 

downgraded Venezuela's 2018s to D from CC 
after the country missed a payment on that 
particular bond. 
Late last year, EMTA reiterated its 
recommendation to trade Venezuela bonds with 

accrued interest amid uncertainty over whether 
coupon payments would eventually reach 

investors or not. 
While the Venezuelan government has vowed 
to stay current on its debt, it has also deferred 
payments into grace periods and beyond - and 
blamed US sanctions for the delays. 
Between its sovereign bonds and the debt of 
state-owned oil company PDVSA, the country 
is late on about US$1.629bn in payments, 
with a good portion of it falling outside the 
grace periods, according to Nomura. 

Even so, Monday's recommendation just targets 
sovereign bonds, failing to mention debt issued 
by state-owned oil company PDVSA. 

That may be because the government appears 
to have shown a preference for paying PDVSA 
over sovereign bonds, say some market 
participants. 

"There has been no official communication on 
the specific sovereign coupons while PDVSA 
continues to make delayed coupon payments," 
Siobhan Morden, head of Latin America strategy 
at Nomura, wrote last week.  
When bonds trade flat, the buyer no longer pays 

for any accrued interest owed since the last 
payment.  
This could encourage more trading in Venezuela 
sovereign debt, said one investor. 
"It may unlock and increase trading volumes," 

the investor said. 
"For distressed hedge funds to pay interest and 

not expect to receive it is sacrilege. If they don't 
have to pay accrued interest, they may be more 
inclined to buy." 

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

AFRICA 
 

Angola 

Angola dollar bonds extend fall as 

kwanza devaluation looms  

09-Jan-2018  
LONDON, Jan 9 (Reuters) - Angola's dollar 

bond maturing in 2025 fell on Tuesday, 

extending the previous day's losses ahead of 
an expected devaluation in the kwanza 
currency.  
The bond, which has $1.5 billion outstanding, 
lost 0.54 cents to trade at 116.05 cents, 
according to Thomson Reuters data.  
Two banking sources said the Central Bank of 
Angola would hold a foreign exchange auction on 

Tuesday, the first since it announced a shift 
away from a peg of around 165 kwanza to a 
trading band against the dollar last week. 
"Any reform is an upside for Angola at this point 
- I would take it as a positive, but with these 
countries, there are always a lot of good 

intentions," said Regis Chatellier, strategist at 

Societe Generale, pointing to Nigeria's multiple 
attempts at unshackling its currency.  
"We don't know of course, but we could have a 
similar issue here."  
 
(Reporting by Karin Strohecker; editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Moody's says not anticipating Angolan 

debt default  

11-Jan-2018  

LUANDA, Jan 11 (Reuters) - Moody's assumes 

the Angolan government does not intend to 
default on its debt after ambiguous wording in 
official statements, the ratings agency said in 
a research report. 
Angola this month unveiled plans to 
restructure its foreign debt and devalued the 
kwanza currency after the collapse in global 
oil prices from mid-2014 had battered its 
economy. 

The exchange rate changes in Africa's second-
largest oil producer garnered most attention, 

with investors saying the kwanza needed to fall 
further before it reached fair value. 
Moody's said in a report sent to media on 

Thursday that the new kwanza regime and the 
government's desire to renegotiate debt 
underscored existing pressures on Angola's 

credit ratings, which include falling economic 
growth and liquidity risks. 

https://twitter.com/carostauffer)
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It said it expected Angola's debt-to-GDP ratio 
to rise and for higher inflation to weigh on 

growth, although it said the country's current 
account was likely to improve over time. 

The ratings agency said it had discussed the 
recent policy changes with the Angolan 
government. 
Angolan President Joao Lourenço has embarked 
on a series of policy and personnel shifts since 

taking over from long-serving predecessor Jose 
Eduardo dos Santos in September. 
Earlier this week, Lourenço removed the son of 
dos Santos as head of Angola's sovereign wealth 
fund, in a move to wrest control of another key 
area of the state. 
 
(Writing by Alexander Winning; Editing by Dale 
Hudson) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
 
 

Egypt 

Average yields on Egypt's 3- and 7-

year T-bonds rise at auction  

08-Jan-2018  
CAIRO, Jan 8 (Reuters) - Average yields on 

Egypt's three-year and seven-year treasury 
bonds rose at an auction on Monday, central 
bank data showed. 
The average yield on three-year bonds was 

15.897 percent, compared with 15.542 percent 
at the last auction on Dec. 25. The average 
seven-year bond yield rose to 15.785 percent, 
from 15.554 percent. 
Egypt has raised its key interest rates by 700 
basis points in total since November 2016 when 
it floated the pound currency to secure a $12 

billion International Monetary Fund loan aimed 
at reviving its economy. 
The sharp hikes in interest rates have 
encouraged investors to buy Egypt's debt. 
 
(Reporting by Nadine Awadalla; Editing by Susan 
Fenton) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
 
 

Average yields fall on Egypt's 6-month, 

1-year T-bills  

11-Jan-2018  
CAIRO, Jan 11 (Reuters) - Average yields on 

Egypt's six-month and one-year treasury bills 
fell at an auction on Thursday, data from the 
central bank showed. 

The yield on the 182-day bill fell to 18.606 
percent from 19.140 percent at the last similar 
auction, and the yield on the 357-day bill fell to 

17.554 percent from 18.186 percent. 
Egypt has raised key interest rates by 700 basis 

points since it floated the currency in November 
2016, encouraging investors to buy its debt. 
 
(Reporting by John Davison, editing by Larry King) 

(( John.Davison@thomsonreuters.com ;)) 
 
 

Mauritius 

Mauritius offers 15-yr bond worth 1.5 

bln rupees for sale  

10-Jan-2018  
PORT LOUIS, Jan 10 (Reuters) - The Bank of 

Mauritius said on Wednesday it would sell a 
15-year Treasury bond worth 1.5 billion 
rupees ($45 million) at an auction next week. 

The central bank said it would receive bids on 
Jan. 17 and auction the bond the same day.  
Bank of Mauritius said the coupon rate for the 

paper, which is due on Jan. 19, 2033, will be 

equal or higher than the lowest yield at auction. 
The bank also said it would auction a two-year 
Bank of Mauritius notes worth 2 billion rupees on 
Jan. 11. 
It said the coupon rate for this instrument will 

be equal to or higher than the lowest yield at 
auction. 
 
($1 = 33.3500 Mauritius rupees) 
(Reporting by Jean Paul Arouff; Editing by George 
Obulutsa) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1232; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
 
 

South Africa 

South African economy may grow 2 

percent in 2018, finance minister says  

11-Jan-2018  
•Gigaba under pressure to spark recovery, 

avoid downgrades 
•Economy emerged from recession but sill 
underperforming 
•Consumer, business confidence key to 
revival 

By Ed Stoddard and Mfuneko Toyana 
EAST LONDON/JOHNANNESBURG, Jan 11 

(Reuters) - South Africa's economy may grow 

2 percent this year if the government takes 

needed policy decisions, Finance Minister 
Malusi Gigaba said on Thursday. 

He did not elaborate on what the decisions were, 
but dealing with state-owned companies and 
fiscal consolidations have been highligthed to 
the government by international credit ratings 
firms. 
Less than 12 months since his appointment 

under controversial circumstances, Gigaba is 
faced with unemployment at record levels, a dire 
growth outlook and potential credit downgrades 
deeper into junk territory. 
But Gigaba said the economy had the means to 

do far better. 

"The capacity of the South African economy's 
growth levels far exceeds the targets that we 
have set ourselves," Gigaba told a business 
gathering in East London. "We can even grow at 
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more than 2 percent. 

"There are certain decisions we need to take, 

and if we take them, the economy can exceed 
our expectations this year." 
The economy slipped into recession in the first 
quarter of 2017, then recovered in the next two 
quarters, although it is expected to lag global 
growth mainly because of policy and political 

uncertainty.  
Gigaba was appointed the country's third finance 
minister in two years in March after President 
Jacob Zuma unexpectedly axed Pravin Gordhan, 
triggering credit downgrades by all three major 
agencies and protests by opposition and civil 

society. 
Then in November S&P Global Ratings cut 
South Africa's local currency debt to "junk" 
status , citing a deterioration in the the 
economic outlook and public finances. 

Moody's placed South Africa on review for a 
downgrade and is due to make a decision by 
March.  
ECONOMIC RECOVERY 

The lastest moves by the agencies followed 
Gigaba's maiden budget speech in October, 
where he announced a gap much larger than 
expected in revenues and cut the 2018 growth 
forecast to 1.1 percent. 
"We need to ensure that Moody's does not 
downgrade us in February this year. We will 

outline a programme to stabilise the debt at 
the same time as we outline a programme to 
grow the economy and create jobs," Gigaba 
said on Thursday. 

Gigaba and many African National Congress 
leaders who also serve in cabinet are in East 
London attending a meeting of the party's top 
decision-making structure, where it was 
expected that an early exit for Zuma before his 

terms ends in 2019 would be discussed. 
Data in the past few months suggests the 
economic recovery is under way, while 
businessman Cyril Ramaphosa's election as ANC 
president has been cheered by investors who 
believe he will push-through business-friendly 

policies. 
On Thursday data showed manufacturing, the 

fourth largest sector of the economy, expanded 
for the second month in a row. That follows 11 
months of trade surpluses and a strong rebound 
in agriculture following severe drought. 
Economists said the combination of higher 

commodity prices on stronger global demand 
and rebounds in local agriculture, mining and 
manufacturing would support improved growth 
in 2018.  
"For growth to be stronger than the 1 percent 
we are forecasting for 2018, you have to have 
the consumer joining the party and a recovery in 

fixed investment. And these two things are 
driven by domestic realities and domestic 

politics," said senior economist at Nedbank Nicky 
Weimar. 
"Gigaba will have to deliver on the fiscal side. 
He'll need a solid budget that provides a 

workable solution to all the spending demands. 
He should now have the political space to do 

that," said Weimar.  

 
($1 = 12.4388 rand) 
(Reporting by Mfuneko Toyana and Ed Stoddard; 
Editing by Joe Brock/Jeremy Gaunt) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Tunisia 

Tunisia 2025 dollar bond falls one cent as 

protests escalate  

11-Jan-2018  
LONDON, Jan 11 (Reuters) - Tunisia's 2025 

dollar bond fell more than one cent to a 
seven-week low of 98.75 cents, Reuters data 
showed on Wednesday, as violent 
demonstrations over prices, taxes and 
unemployment intensified.  
Anti-government protests have raged in towns in 
the North African country since Monday. Over 

300 protesters were arrested overnight and the 
army was deployed in several Tunisian cities. 
 
(Reporting by Karin Strohecker, editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 
 

Uganda 

Uganda central bank offers three-year and ten-
year bonds for sale  

11-Jan-2018  
KAMPALA, Jan 11 (Reuters) - Uganda's central 

bank said on Thursday it will auction three-
year and ten-year fixed coupon Treasury 
bonds worth a combined 180 billion shillings 
($49.32 million)on Jan. 24. 

At the last sale on Nov. 29, the three-year bond 

realised a weighted average yield of 11.217 
percent. 

The 10-year bond yield was 14.542 percent 
when it was last sold on Oct. 4.  
 
($1 = 3,650.0000 Ugandan shillings) 
(Reporting by Elias Biryabarema; Editing by Maggie 
Fick) 
((Email: elias.biryabarema@thomsonreuters.com ; Tel. 
+254 20 499 1232; Reuters Messaging: 
elias.biryabarema.thomsonreuters.com@reuters.net )) 

 

EMERGING MARKET 

 

Investors poured $235 bln into 

emerging stocks, bonds in 2017  

08-Jan-2018  
By Marc Jones 
LONDON, Jan 8 (Reuters) - Foreign investors 

poured $235 billion into emerging markets as 

mailto:elias.biryabarema@thomsonreuters.com
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they rallied strongly last year, allowing 
developing countries to add more than $130 

billion to their hard-currency reserves, the 
Institute of International Finance said on 
Monday. 

The $235 billion "portfolio flow" figure was the 
best in three years and roughly a third higher 
than the $152 billion seen in 2016, the IIF data 
showed. 
Emerging market debt was the clear favourite, 

attracting more than $170 billion of the total 
foreign capital inflow, versus $99 billion in 
2016. Asia was the top pick regionally, 
accounting for roughly half of total figure. 

"EM portfolio flows have had the best year since 
2014," the finance industry group said in a new 
report.  
"It was the first calendar year since 2012 

without a single month of combined equity and 

debt outflows — in line with the ultra-low 
volatility seen throughout the year across global 
markets."  
Emerging markets enjoyed one of their best 
performances on record last year with MSCI's 
24-country EM stocks index adding a third to 
its value and local currency EM debt returning 
almost 15 percent in dollar terms . 

The Washington DC-based IIF said net outflows 

from China, a figure that includes all forms of 
capital flows, should also be modest at around 
$60 billion, compared $640 billion in 2016. But 
outflows of close to $25 billion in November 
pointed to a weaker end to the year, it added. 

Broader emerging markets also experienced net 

capital outflows of $12 billion in November, 
following three months of solid inflows. 
"Despite the tepid pace of inflows in the second 
half, 2017 was a year free of any of the major 
reversal events that have plagued prior years," 
the IIF said. 
It also estimated that emerging market central 

banks accumulated more than $132 billion of 
hard currency reserves in 2017, marking a sharp 
improvement from massive reserve losses in 
2015 and 2016. 
Aided by currency valuation effects, reserves 
rose by $30 billion to over $5.6 trillion in 

November, marking the 11th straight month of 

gains.  
While reserves are at a more than two-year 
high, some countries' may still be inadequate, 
the Washington-based IFF warned, naming 
Ukraine, Turkey, Hungary and Chile. 
Calculations also suggest China’s official 

international reserves would be inadequate if 
capital controls, which currently prevent money 
large sums of money leaving the country, were 
to become "ineffective". 
"This concern may be behind the recent 
introduction of new capital controls to cap 
overseas withdrawals using domestic Chinese 

banks to around $15,000 per year," the IIF said.  

 
(Reporting by Marc Jones; editing by Sujata Rao, Larry 
King) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 

https://twitter.com/marcjonesrtrs) ) 
 
 

Investors poured $235 billion into 

emerging markets in 2017   

08-Jan-2018  
LONDON, Jan 8 (Reuters) - Foreign investors 
poured $235 billion into emerging markets as 

they rallied strongly last year, the Institute of 
International Finance said on Monday, adding 
that the countries themselves had added more 
than $130 billion in hard currency reserves. 

Foreign portfolio flows in 2016 had amounted to 
$152 billion, the IIF's data showed. 
Data from the respected flow tracker also 
showed emerging market debt attracted more 

than $170 billion of foreign capital, versus $99 

bln in 2016. Net capital outflows from China 
should be modest at $60 billion last year, 
compared $640 bln in 2016, the IIF added. 
 
(Reporting by Marc Jones;editing by Sujata Rao) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
 
 

Higher Treasury yields knock emerging 

markets  

10-Jan-2018  

By Sujata Rao 

LONDON, Jan 10 (Reuters) - Rising global bond 

yields knocked emerging markets lower on 
Wednesday, with stocks down for the second 
straight day and local bond markets broadly 
following the lead of their developed peers. 

U.S. Treasury yields are at 10-month highs while 
German yields are the highest since end-
October, causing some wobbles on world equity 
markets. MSCI's emerging equity index slipped 

0.4 percent, edging further off 6-1/2-year highs. 
Losses also stemmed from a 1.4 percent fall in 
emerging tech shares, led by a 3 percent slump 
in Samsung Electronics following disappointing 
earnings guidance. Chinese mainland shares 

were the exception, up for a ninth day running 

to hit seven-week highs. 
"We are positive on emerging markets but we 
were not expecting such a performance (since 
the start of 2018). So we would not be 
surprised to see some respite. We remain 
constructive but we could see a temporary 
pause in the short term," said Guillaume 

Tresca, a strategist at Credit Agricole.  
Emerging European shares also fell, with Turkish 
stocks losing more than 1 percent while bond 

yields edged higher across the region. Polish 10-
year yields hit two-week highs as investors 
waited to see what clues the central bank could 
provide on the interest rate trajectory. 

The bank is seen leaving rates at 1.5 percent, 
but Romania recently became the second 

country in the region to raise rates, indicating 
that policy tightening momentum is building. 
Czech and Hungarian yields rose around 1-2 

mailto:marc.jones@thomsonreuters.com
rm://marc.jones.thomsonreuters.com@reuters.net/
https://twitter.com/marcjonesrtrs
mailto:marc.jones@thomsonreuters.com
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basis points. 
JPMorgan's GBI-EM index of local debt 
showed yields closing near one-week highs on 
Thursday though dollar bonds shrugged off 
higher U.S. yields, with average premia over 
Treasuries hitting new 3-1/2-year lows. 

On currency markets, Angola's kwanza was 
devalued to around 185 per dollar and around 
220 per euro in an auction on Tuesday. Analysts 
at Standard Chartered predicted a rate of 210 

per dollar later this year, adding that acute hard 
currency shortages would persist.  
Also unlike Egypt and Nigeria, which benefited 
from devaluations, StanChart said that "in the 
absence of more developed and open domestic 
capital markets, Angola's change in FX policy will 
not be enough to attract FX inflows". 

In addition, they warned the country's debt ratio 
of 67 percent of GDP "could rise further in 2018 
as a result of a weaker exchange rate". 
Angola's dollar bond maturing 2025 slipped 
another 0.3 cent in price to a near-one week 
low. 

The rand fell 0.6 percent to the dollar ahead of a 
meeting of South Africa's ruling ANC party which 
could decide on whether to start proceedings to 
remove President Jacob Zuma. 
The rand gained sharply in December after the 
election of businessman Cyril Ramaphosa as 
ANC head, and briefly firmed 1 percent on 

Tuesday on rumours of Zuma's resignation. 
Tresca said the market had likely over-reacted 

after Ramaphosa's victory, noting the divisions 
between the ANC's pro- and anti-Zuma factions. 
"So the room to manoeuvre will be limited for 
Ramaphosa and he has to deal with the fate of 
Zuma. It's not a done deal at all. We would not 

be surprised to see some correction for the rand 
in the short term," Tresca said. 
 
(Additional reporting and graphic by Claire Milhench; 
Editing by Raissa Kasolowsky) 
(( sujata.rao@thomsonreuters.com ; +44 20 7542 
6176 sujata.rao.thomsonreuters.com@reuters.net )) 
 

ANALYSIS 

 

Bond markets look beyond easy ECB 

money to first rate rise  

08-Jan-2018  
•Monthly bond purchases halved to 30 bln 
euros from Jan. 1 
•Flow of QE now less significant to bond 
markets - analysts 
•Timing of first rate rise taking over as key 
driver 
•Rate-rise bets bought forward to first half of 

2019 

By Dhara Ranasinghe 

LONDON, Jan 8 (Reuters) - The timing of a 

European Central Bank rate rise is fast taking 
over as the main driver of borrowing costs in 
the euro area as investors begin to sense that 
the bank's massive stimulus scheme may end 
sooner rather than later. 

When the ECB said it would halve monthly bond 

purchases to 30 billion euros ($36 billion) from 

Jan. 1 but keep the scheme until Sept. 30, there 
was an expectation its asset buying would only 
be wound down gradually thereafter over a 
period of months. 
Given the ECB has said rates would remain 
unchanged until "well past" the programme had 

ended once and for all, many investors assumed 
interest rates would stay on hold at least until 
late 2019. 
But in the past two weeks, some ECB officials 
have suggested the 2.55 trillion euro asset-
purchase programme could end altogether in 

September - potentially bringing forward the 
timing of the bank's first rate rise since 2011. 
According to money market pricing, investors 

have brought forward expectations of an 
increase by about six months to early 2019, 
suggesting a rate rise could come well before 
Mario Draghi's term as ECB chief ends in 

October next year.  
Yields on short-dated bonds, the most sensitive 
to changes in interest rates, have also started to 
move higher, indicating that expectations of 
tighter monetary policy are starting to outweigh 
the impact of so-called quantitative easing (QE). 
Five-year bond yields in Germany, the euro 

zone's biggest economy, rose 10 basis points in 
December, the biggest monthly jump in six. 
Two-year German bond yields are near five-
month highs at minus 0.62 percent while 10-

year bond yields hit two-month highs last week. 
"Right now long-term rates are determined by 

the timing of a first rate hike rather than the 
flow of QE," said Peter Chatwell, head of rates 
strategy at Mizuho in London. 
ANTICIPATING THE END 
At the start of December, euro zone 
government bond yields were near multi-
month lows, even though some asset 
managers said they should be higher given 
the reduction in bond buying to come and the 

risk of tighter monetary policy. 

Analysts say the market shift came after 
comments from the ECB's Benoit Coeure and 
Ewald Nowotny. Coeure, the man in charge of 

the bank's asset-buying programme, said on 
Dec. 30 there was a reasonable chance it would 
not be extended. 
Nowotny said in an interview published on 
Jan. 2 that QE could end in 2018 if the euro 
zone economy continues to grow strongly and 
on Sunday, the Bundesbank's Jens Weidmann 
said the ECB should set a date to end QE. 

The ECB's "forward guidance" on rates staying 
low for the foreseeable future has been credited 
with capping medium-term borrowing costs for 
governments and firms alike and is one policy 

tool the bank can use after QE ends.  
But that guidance, and its ability to anchor 
borrowing costs, could be put to the test if the 

euro zone economy continues its strong 
expansion, inflation creeps up and markets 
sense a rate rise may be coming sooner rather 
than later. 

Central bankers know that preparing the ground 

mailto:sujata.rao@thomsonreuters.com
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for a withdrawal of stimulus is crucial. In May 

2013, then-Fed chair Ben Bernanke sent global 

bond markets into a tailspin by suggesting the 
U.S. central bank's bond buying could be 
reduced - an event known as the "taper 
tantrum". 
"Rate hikes are not a 2018 story but even the 
mention of that means that markets are very 
unprepared," said Timothy Graf, head of 

macro strategy for EMEA at State Street 
Global Markets. 

"Markets are going to be increasingly watching 
any signs of when rates may rise beyond the 
tapering news flow which has broadly been 
factored in," he said. 
CORE INFLATION  
Money market prices suggests investors have 

in recent weeks bought forward their 
expectations for the first rate rise by about six 
months, closer to March 2019.  

The difference between the overnight bank-to-
bank interest rate for the euro zone (Eonia) and 
forward Eonia rates is about 5 to 6 basis points 
in 18 months' time.  
Analysts say that means investors are pricing in 

a 50-60 percent chance of a 10 bps increase in 
the ECB's deposit rate - the minimum it is likely 
to increase - from minus 0.4 percent. 
ING senior bond analyst Martin van Vliet said the 
earliest occasion for the ECB to provide some 
clarity on the outlook for interest would be June, 
given it only announced the reduction to its QE 

programme in October.  
"It is definitely going to be a year where the QE 
premium is priced out," he said. 
The switch in focus to the timing of an ECB rate 
rise also means inflation data could have a 
greater impact on markets than in recent years, 

analysts said.  
Inflation in the euro zone remains stubbornly 
low at 1.4 percent - or just 1.1 percent when 
volatile food and energy prices are stripped 
out - well below the ECB's target of an 
inflation rate of nearly 2 percent. 

Yet purchasing managers surveys showed that 
the euro zone economy ended 2017 with its 
strongest growth in seven years, driven by 

accelerating services and manufacturing activity 
across all major economies. 
"This year will be all about core inflation, core 
inflation, core inflation," said Frederik Ducrozet, 
senior economist at Pictet Wealth Management 
in Geneva. 
 
($1 = 0.8356 euros) 
(Reporting by Dhara Ranasinghe; additional reporting 
by Saikat Chatterjee; editing by David Clarke) 
(( Dhara.Ranasinghe@thomsonreuters.com ; 
+442075422684; )) 

 
 

 


