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ASIA 
  

China 

China central bank's maturing bills, 

repos this week  

08-Jul-2019  
July 8 (Reuters) - Maturing Chinese central 

bank reverse bond repurchase agreements 
will drain 220 billion yuan ($31.92 billion) this 
week. 

The People's Bank of China (PBOC) has drained 
620 billion yuan on a net basis from money 

markets via open market operations (OMOs) so 
far this year. 
The PBOC drained a net 410 billion yuan from 
the markets in 2018, with the outstanding 
balance in its OMOs at 840 billion yuan, as of 
end-December. 
 
($1 = 6.8925 Chinese yuan) 
(Reporting by the Shanghai Newsroom) 
((winni.zhou@thomsonreuters.com; +86 21 6104 
1777; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net)) 
©Thomson Reuters 2019. All rights reserved.  

 
 

 

China June new loans seen at 5-month 

high as central bank keeps liquidity 

ample  

08-Jul-2019  
• June new loans seen at 1.7 trln yuan 

vs 1.18 trln yuan in May 
• Banking regulator had suggested June 
lending was over 990 bln 
• Gov't takeover of regional bank may 
have distorted trends 
• June M2 money supply growth seen at 
8.6% y/y vs 8.5% in May 
• June TSF seen at 1.95 trln yuan vs 1.4 
trln yuan in May 
• Loans, money supply data due July 10-
15 

•  

BEIJING, July 8 (Reuters) - New bank loans in 

China are expected to have picked up to a 
five-month high in June, a Reuters poll 
showed, as Beijing kept ample liquidity in the 
financial system to support the slowing 
economy and offset growing U.S. trade 
pressure. 

The central bank also stepped up cash injections 

mailto:Publicdebtnet.dt@tesoro.it
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last month to calm nerves after regulators 

seized a troubled regional bank, which sparked 

worries of financial contagion and briefly drove 
some short-term lending rates to record highs. 
Chinese banks likely extended 1.7 trillion yuan 
($246.92 billion) in net new yuan loans last 
month, up from 1.18 trillion in May but below 
1.84 trillion in June 2018, according to a median 

estimate in a Reuters survey of 29 economists. 
But some analysts are bracing for a weaker 
reading, after data from the China Banking and 
Insurance Regulatory Commission (CBIRC) last 
week suggested lenders doled out more than 
990 billion in new loans last month.) 

"We expect a modest rise in new loans due to 
seasonal factors," said Tang Jianwei, a senior 
economist at Bank of Communications in 

Shanghai. 
"But CBIRC's H1 data suggested new loans in 
June might be slightly lower than May. We think 
this is due to weak loan demand from the real 

economy, as investment and consumption 
remain sluggish and exports still faces 
downward pressure." 
Banks might also have been more cautious 
about lending risks in the wake of the takeover 
of Baoshang Bank in May, Tang added. 
Capital Economics forecasts June loans at 1 

trillion yuan, while noting that a slowdown may 
have been offset by faster growth in other forms 
of credit. 
A steady stream of downbeat economic data 
in recent months has raised expectations that 
more policy easing is needed in China to put a 
floor under cooling growth. But top officials 
have repeatedly tried to downplay the 
likelihood of aggressive stimulus measures. 

A central bank adviser said last week that China 
will not need "very big" stimulus to prop up 
growth, provided its trade dispute with the 
United States does not worsen. The two sides 
agreed to a trade ceasefire last month while 
they resume talks, but existing tariffs remain in 
place, threatening a continued "slow burn" for 

the Chinese economy, according to ING. 
The poll also showed that outstanding yuan loan 
growth on a year-on-year basis likely held 

steady at 13.4% from May, while broad M2 
money supply was seen rising fractionally to 
8.6% on-year, from 8.5%. 

TSF, a broad measure of credit and liquidity in 
the economy, was estimated to have risen to 
1.95 trillion yuan in June from 1.4 trillion in May. 
TSF includes off-balance sheet forms of financing 
that exist outside the conventional bank lending 
system, such as initial public offerings, loans 
from trust companies and bond sales. 

Corporate bond issuance appears to have picked 
up last month in response to falling market 
interest rates, Capital Economics said in a note. 
China's benchmark overnight repo rate fell to a 

four-year low of nearly 1% in late June as the 
central bank poured funds into money markets 
ahead of a seasonal surge in cash demand at the 

end of June. 
Seasonal worries over tight liquidity intensified 
after the government's takeover of debt-laden 

Inner Mongolia-based Baoshang Bank, which 

also added to concerns over the risk of mounting 

bad loans. 
While regulators said Baoshang was an isolated 
case, some smaller banks and brokers have 
since struggled to get short-term funding and 
their financing costs have spiked, prompting 
regulators to warn larger lenders not to cut off 

firms from market funding. 
 
($1 = 6.8848 Chinese yuan renminbi) 
(Reporting by Lusha Zhang and Kevin Yao; Editing by 
Kim Coghill) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

Fitch Ratings: India's Budget Advances 

Economic Reform, but Fiscal Settings 

Unchanged   

10-Jul-2019  
Fitch Ratings-London/Hong Kong/Mumbai-July 
10: India's new budget outlined some 

economic reforms that could support the 
economy, but its fiscal stance was left broadly 
unchanged, with no plans for meaningful 

consolidation, says Fitch Ratings. Overall, the 
budget points to policy continuity on the part of 

the governing Bharatiya Janata Party (BJP) 
following May's general election. 
The newly appointed finance minister presented 
India's final budget for the fiscal year ending 
March 2020 (FY20) on 12 July 2019. It is the 
government's first major economic policy 
announcement since the BJP strengthened its 

political position by winning an outright majority 
in the lower house. The main thrust of policy 
measures and fiscal targets is broadly consistent 
with the interim budget announced prior to the 
election. 
The budget indicates that the BJP will 
continue its economic reform efforts in its 

second term and avoid the fiscal loosening 
that might have been expected given the 
country's sluggish growth, lower lending by 
non-bank financial institutions and election 

promises to support rural voters. However, it 
falls short of signalling prospects for significant 
fiscal consolidation in the next few years. The 
medium-term fiscal deficit targets of 3.0% 
deficits in FY21 and FY22 make it highly unlikely, 

in our view, that the debt ceiling of 60% for 
general government debt will be met by FY25, 
as stipulated in the Fiscal Responsibility and 
Budget Management (FRBM) Act. 
Plans to support growth include INR100 trillion 
(USD1.4 trillion) of infrastructure spending in 
the next five years and efforts to encourage 

foreign-direct investment in certain sectors, 
including electronics. The government also 
intends to reduce its ownership in some non-
financial public-sector entities and modify its 
policy of retaining at least a 51% direct holding. 

mailto:Publicdebtnet.dt@tesoro.it
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It will also inject a further INR700 billion into 

public-sector banks. 

However, the extent and timing of any benefits 
from the budget measures to GDP growth will 
depend on policy details that are yet to be 
announced and on effective implementation. 
Moreover, some measures could weigh on 
growth over time, such as higher import duties 

on many products to "provide a level playing 
field to domestic industry". 
In our most recent Global Economic Outlook - 
June 2019 we reduced our FY20 Indian GDP 
growth forecast slightly to 6.6%. We still see 
growth rising back above 7.0% in FY21 and 
FY22, partly because we anticipate monetary 
and regulatory easing from the central bank 
to support some recovery in credit to the 

private sector. Fitch believes the proposed 
capital injection will allow public-sector banks to 
meet minimum regulatory capitalisation 
requirements, but may not leave much space for 
the banks to accelerate credit growth in FY20, 
considering slow non-performing loan recoveries 
and ongoing provisioning. 

The budget targets a slight narrowing in the 
fiscal deficit target, to 3.3% of GDP, from an 
estimated 3.4% in FY19 and in the FY20 interim 
budget. We think the fiscal targets are broadly 
credible, although projected revenue growth, at 
13.5%, may prove optimistic as it is based on 
the government's higher 7.0% real GDP growth 

forecast and disinvestment targets might not be 

met. There is also a recent history of modest 
slippage relative to targets, but the government 
plans to continue increasing the number of 
registered tax payers and could reduce or 
postpone spending if revenue underperforms. 

We believe off-budget spending is likely to 
increase due to, for instance, the additional 
banking-sector recapitalisation, which is 
equivalent to 0.3% of GDP. This should not 
affect the deficit, but it will raise the debt level. 
Weak public finances are a key constraint on 
India's 'BBB-'/Stable sovereign rating, which we 

affirmed on 4 April 2019. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; 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@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Sovereign Bonds To See Good 

Demand Despite Fiscal Worries  

12-Jul-2019  

By Dharam Dhutia 
NewsRise 
MUMBAI (Jul 12) -- India’s planned sovereign 

bond issuance likely to see healthy demand 
from foreign investors even as long-term 

fiscal sustainability remains a concern, DBS 
Bank’s rates strategist Eugene Leow says. 
“There is a shortage of yield across the globe at 

the moment. Longer-term fiscal sustainability is 
always a concern. However, this could also be 
an opportune moment to take advantage of low 
USD rates,” Leow says. Liquidity of Indian 
sovereign bonds may not be an issue, he adds. 
“If the USD debt taps on a new group of 

investors, local government papers may 
benefit.” 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Real Fiscal Gap This FY To Be 

3.5% If Off-Budget Borrowing 

Included  

12-Jul-2019  
By Ujjwal Narayan and Mukesh Jagota 

NewsRise 
NEW DELHI (Jul 12) -- India’s real fiscal deficit 

this financial year will be around 3.5% of its 
gross domestic product if off-budget 
borrowings are included, Finance Secretary 
Subhash Chandra Garg said at event in New 
Delhi.  

Meanwhile, Finance Minister Nirmala Sitharaman 

said the budget gap aim of 3.3% for this 
financial year is achievable without cutting social 
sector expenditures. 
New Delhi has narrowed the fiscal gap target 
to 3.3% of gross domestic product for this 
financial year that started Apr. 1 from the 
earlier aim of 3.4% envisaged in the interim 
budget. The budget deficit is expected to be 
lowered to 3% next fiscal year and retain at 
that level in the subsequent year. 

Sitharaman was replying to lawmakers in the 
upper house of the parliament.  
India aims to gross borrow 7.10 trillion rupees 

via government bonds to meet revised fiscal 
deficit target of 3.3% this year. However, an 
increase in borrowing by state-run companies 
such as National Bank for Agriculture and Rural 

Development, Power Finance Corp, REC, Indian 
Railway Finance Corporation and National 
Highways Authority of India, among others, 
increases overall debt.  
 
- By Ujjwal Narayan and Mukesh Jagota; 
ujjwal.narayan@newsrise.org; 91-11-66767700 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 

©Thomson Reuters 2019. All rights reserved. 
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Indonesia 

Indonesia raises 8 trillion rupiah from 

sukuk auction  

09-Jul-2019  
JAKARTA, July 9 (Reuters) -  
• Indonesia raised 8 trillion rupiah 

($566.37 million) in an Islamic bond auction 
on Tuesday, matched the indicative target, the 
financing and risk management office at the 
finance ministry said. 

• The weighted average yields of the 

project-based sukuk sold on Tuesday were lower 
than yields of comparable sukuk at the previous 
auction on June 25. 

• Total incoming bids at Tuesday's auction 
were 36.44 trillion rupiah. 
 
($1 = 14,125 rupiah) 
(Reporting by Nilufar Rizki; 
Editing by Darren Schuettler) 

(( nilufar.rizki@thomsonreuters.com ;( +6221 2992 
7611) ;  
(Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

IMF warns against Lebanon's $7.3 

billion plan to cut debt costs  

05-Jul-2019 17:21:19  
CPI FINANCIAL 
The International Monetary Fund (IMF) stated 
that Banque Du Liban (BdL) should let the 
market determine yields on government debt. 

The IMF has said that Lebanon's central bank 

risks undermining its credibility if it agrees to a 
government proposal to buy treasury bills at 
below-market rates, reported Bloomberg. 
Finance Minister Ali Hassan Khalil has proposed 
issuing LBP 11 trillion ($7.3 billion) of treasury 
bonds to commercial banks at a rate of one per 

cent—about a tenth of the market rate—in order 

to cut LBP 1 trillion from debt-servicing costs. 
Banks have turned down the offer and an official 
said the central bank was likely to take up the 
proposal on its own. 
"Buying the proposed low-interest 
government debt would worsen the BdL's 
balance sheet and undermine its credibility, 
the central bank should gradually phase out 

its financial operations once fiscal adjustment 
and the subsequent decline in yields 
demanded by investors allow it to do so," the 
IMF said. 

Riad Salameh, BdL Governor said that the 
central bank is still in negotiations with the 

finance ministry on how to reduce servicing 
costs on public debt, which is estimated at 160 
per cent of gross domestic product. 

The government's 2019 draft budget sets a 
deficit target of 7.6 per cent of GDP, but the IMF 

expects the gap to reach 9.8 percent. Lebanon 

plans to pare the deficit primarily by reforming 

its ailing electricity sector and cutting public 
sector benefits. 
The IMF said that the measures proposed in the 
budget, together with savings from electricity 
sector reforms, are projected to reduce the 
primary deficit in 2020-22 but leave debt on a 

rising path. 
The Lebanese finance minister twitted that the 
IMF report is not encouraging while noting that 
the IMF did praise Lebanon's 2019 draft budget 
as a major step in the right direction. 
Khalil said that he will submit the 2020 draft 

budget before the end of August, however, the 
parliament has not yet approved the 2019 draft 
budget, which is being revised in committee. 

 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved.  
 
 

Lebanese parliament aims to cut 

budget deficit further  

11-Jul-2019  
BEIRUT, July 11 (Reuters) - The Lebanese 

parliament's budget committee said on 
Thursday it had finished studying the 
government's 2019 budget plan and had 

found ways to reduce the deficit from a 
proposed 7.6% of gross domestic product to 
6.6%, several Lebanese media reported.  

The International Monetary Fund said this month 
that based on the government's budget plan, it 
estimated the heavily indebted state would 
record a 2019 deficit equivalent to around 
9.75% of GDP. 

Speaking at a news conference, the committee's 
chairman Ibrahim Kanaan urged Lebanon's 
coalition government to quickly start preparing a 
state budget for 2020, Voice of Lebanon radio 
station reported.  
Parliament must approve the budget before it 
can become law, a process that the government 

had initially hoped would be completed by the 

end of June.  
The budget is seen as a critical test of 
Lebanon's ability to confront years of 
economic mismanagement that has led it to 
accumulate one of the world's heaviest public 
debt burdens, equivalent to around 150% of 
GDP.  

The IMF's Article IV mission to Lebanon said the 

budget plan, which includes cuts in spending and 
new revenue sources, and reforms to the heavily 
subsidised electricity sector, were "first steps on 
a long path" to rebalancing the economy.  
It urged the government to identify and enact 
more lasting cuts in spending and increases in 
revenue, and said it needed to move towards a 

primary surplus - which excludes debt servicing 
costs - of around 4.5% of GDP from a small 
primary deficit now over the medium-long term. 
 
(Reporting by Angus McDowall; Editing by Toby 
Chopra) 
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(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Pakistan 

IMF says Pakistan bailout sets 

ambitious fiscal targets  

08-Jul-2019  
ISLAMABAD, July 8 (Reuters) - The $6 billion 

loan package for Pakistan approved by the 
International Monetary Fund last week will 
require "very ambitious" fiscal measures and 
sustained commitment for the bailout to 
succeed, IMF officials said on Monday.  

The three-year agreement approved by the IMF 

board last week, Pakistan's 13th bailout since 
the late 1980s, has seen a sharp drop in the 
value of the rupee currency after the central 
bank agreed to a "flexible, market-determined 
exchange rate". 
It also foresees structural economic reforms and 
a widening of the tax base to boost tax revenues 

that are currently estimated to account for less 
than 13% of gross domestic product (GDP) by 4-
5 percentage points. 
With slowing growth, a budget deficit which has 
climbed to more than 7% of GDP and currency 
reserves of less than $8 billion, or enough to 

cover 1.7 months of imports, Pakistan has 
teetered on the edge of a debt and balance of 
payments crisis. 
Ernesto Ramirez Rigo, the Fund's mission chief 
for Pakistan said the programme targets were 
tough but Prime Minister Imran Khan's 
government, which came to power last year 

vowing not to turn to the IMF, was committed. 
"We certainly think that debt sustainability 
under the programme will be assured," he 
told a conference call with reporters, adding 
that it would require "very ambitious" fiscal 
consolidation, mainly through improved 
revenue collection. 

Pakistan has a notoriously narrow tax base, with 

less than 1% of its 208 million population filing 

income tax returns, a vast informal economy 
and several key sectors of the official economy 
largely exempt from tax. 
The IMF loan and the associated package of 
reforms that goes with it will unlock another 
$38 billion in loans from other international 
partners but commitment by Pakistani 
authorities in pushing through reform was 
essential, Ramirez Rigo said. 

"Consistency and sustained implementation is 
key." 
The 2020 budget, passed last month, approved 
tax measures worth some 1.7% of GDP to help 
cut the deficit and Pakistan has promised a 

multiyear effort to overhaul its tax and budget 
system to put its public finances on a firmer 

footing. 
A central part of the programme will involve 
cleaning up accumulated debts in the power and 

gas sectors and in loss-making state enterprises 

including Pakistan International Airlines, 

Pakistan Steel Mills, and Pakistan Railways. 
Losses built up in the power sector now amount 
to the equivalent of 4% of GDP, posing a serious 
fiscal risk, while losses in the big three state 
enterprises amount to 2% of GDP, the IMF said 
in a report on the package. 

The tough conditions of the package, which has 
already seen interest rates hiked by 150 basis 
points and which will see a raft of tax loopholes 
closed, has already drawn resentment among 
households facing inflation running at around 
9%. 

Ramirez Rigo said there was a risk that the 
difficulties of implementing some of the policies 
in the package were "more complicated than we 

have assumed" and that there would be 
problems in building consensus behind the 
reforms. 
He also said any sharp rise in oil prices could 

unbalance the reform drive given Pakistan's 
heavy dependence on imported energy. 
 
(Reporting by James Mackenzie; 
Editing by Alison Williams) 
(( james.mackenzie@thomsonreuters.com ; +92 300 
8566 702 ; Reuters Messaging: Reuters Messaging 
james.mackenzie.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

Al-Jadaan: Success of the First Euro 

International Bond Offering Confirms 

Strength and Leadership of the 

Kingdom  

07-Jul-2019  
Saudi Arabia: Al-Jadaan: Success of the First 
Euro International Bond Offering Confirms 
Strength and Leadership of the Kingdom in 
International Debt Capital Markets 
H.E. Mohammed bin Abdullah Al-Jadaan, 
Minister of Finance, confirmed that the 

successful offering of the Kingdom’s inaugural 
Euro denominated international bond as part 
of the Saudi government's International 
Programme for the issuance of debt 
instruments illustrates the Kingdom's position 
as a leader in the region as well as an 
important player in international debt capital 
markets. 

Al-Jadaan noted that the euro-denominated 
bonds come as part of the Debt Management 

Office?s (DMO) role to secure the kingdom's 
financing needs at the best possible costs in the 
short, medium and long term, with risks in line 
with the kingdom's financial policies. This will 
help achieve one of the strategic objectives of 
the Ministry in terms of the optimum use of 

state assets and innovative financing that 

contributes to the sustainability of the Kingdom's 
access to the various international markets at 
fair pricing. 
He went on further to say that the orderbook 
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peaked at 13.5 billion Euros, which was 4.5 

times oversubscribed. This highlights the strong 

demand of both existing and new investors in 
the EU region, showing their high level of 
confidence in Saudi government securities, 
which allowed the DMO to tighten the pricing 
range to reach a yield of 0.78% in the ?8 year 
and 2.04% in the 20 year tranches. His 

Excellency the Minister of Finance added: one of 
the advantages of offering a Euro bond is to 
increase the diversity of investors, as some 
investors invest in the euro currency exclusively. 
The very high demand has shown that the 
strength of Saudi Arabia enables it to enter 

multiple markets at any point in time and the 
capability of financing diversification. 
The Debt Management Office launched a non-
deal road show visiting eight European cities: 
London, Paris, Milan, Frankfurt, Amsterdam, 
The Hague, Zurich and Munich; meeting 77 
European investors during the nine-day trip. 
Major points of discussion were Saudi Arabia's 
continued progress in both the global and local 

capital markets, continued economic reforms 
and the Kingdom's commitment and progress 
forward towards achieving the Kingdom's Vision 
2030. The Ministry of Finance announced today 
the successful completion of the first offering of 
international bond denominated in the Euro 
currency, within the Saudi government's 

International Programme for the issuance of 
debt instruments, with a total issue of ?3 billion 

(equivalent to SAR 12.70 billion) divided into 
two tranches as follows: ?1 billion (equivalent to 
SAR 4.2 billion) for the 8 years tranche maturing 
2027, and ?2 billion (equivalent to SAR 8.4 
billion) for 20 year tranche of maturing 2039. 

 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

South Korea 

Moody's Says Korea's Economic And 

Fiscal Strengths Intact, Despite 

Flagging External Demand  

08-Jul-2019  
July 7 (Reuters) -  
Moody's says Korea's economic and fiscal 
strengths intact, despite flagging external 
demand. 

Moody's says s.korea's primary credit challenges 
relate to North Korea and, over the long-term, a 
rapidly aging population. 
Moody's says South Korea's reliance on 
international trade poses near-term drag from 

flagging external demand. 
Moody's says s.korea's very strong economic 
and fiscal fundamentals provide buffer against 

exposure to uncertain outlook for external trade. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

 

Thailand 

New Thai cabinet eases uncertainty, 

but doubts persist over economy  

11-Jul-2019  
• Cabinet named 108 days after election 
• Most key names are from former junta 
• Coalition's slim majority raises doubts 
over legislation 

By Orathai Sriring 
BANGKOK, July 11 (Reuters) - The appointment 

of Thailand's new cabinet dispels some 
political uncertainty, but doubts remain over 

its ability to spur long-term growth in an 
economy that lags regional peers, analysts 
said on Thursday. 

King Maha Vajiralongkorn endorsed the cabinet 
of junta chief-turned civilian Prime Minister 
Prayuth Chan-ocha on Wednesday, about 108 
days after a disputed election put him at the 
head of a fragile coalition of 19 squabbling 

parties. 
Familiar faces in the line-up promise continuity 
with the policies of the previous government, 
analysts said, but pushing measures through 
parliament could be challenging, given the new 
government's slim majority.  
The most important economic post, that of 

deputy prime minister in charge of economic 
matters, is being retained by Somkid 

Jatusripitak, who held it in the outgoing military 
government. 
Although Finance Minister Uttama Savanayana is 
new, he leads the party that backed Prayuth and 

served as the junta's former industry minister, 
after having worked in the private sector. 
"I'm positive," said Sarun Sunansathaporn, an 
economist at the Bank of Ayudhya, who predicts 
second-quarter annual growth of just 2.4%, and 
3.2% for 2019. "This will mean the former 
junta's policies will continue." 

He added, "They should also implement 
economic measures to boost investors' 
confidence as the economy in the first half was 

very bad."  
Southeast Asia's second-largest economy 
grew 2.8% on the year in the first quarter, its 
weakest since 2014, as public investment, 
exports and tourism slowed amid rising global 

trade tension and domestic political 
uncertainty. 
Last year's growth of 4.1% was the fastest in 
six years.  

In the region, only Singapore is growing more 
slowly. 
Business sentiment slipped in May while 
consumer confidence hit its lowest in 21 months 
in June.  

BIG PROJECTS 
"The new cabinet names give the private 
sector some confidence that large 
infrastructure projects will go ahead. They 
should also urgently tackle farmers' 
problems," said Supant Mongkolsuthree, 
chairman of the Federation of Thai Industries. 
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"But confidence is one thing, whether they do 

their work is another." 

The new cabinet is expected to bring in stimulus 
measures worth as much as 100 billion baht 
($3.3 billion), which could boost growth by 0.7 
percentage points, said Thanavath Phonvichai, of 
the University of the Thai Chamber of 
Commerce. 

On Wednesday, Deputy Prime Minister Somkid 
said the coalition would discuss stimulus 
measures to help offset the impact of a delay in 
the next state budget, due in October. 
There are also concerns over the fractious 
coalition's ability to drive initiatives, such as the 

$45-billion Eastern Economic Corridor project for 
investment in the industrial east. 
Businesses complained of delays in government 

spending even under the junta. Now major 
decisions will also need to go through a 
parliament where the coalition holds a slim 
majority. 

Charnon Boonnuch, an economist with Nomura 
in Singapore, said he was skeptical of the 
government's ability to adopt needed reforms 
and attract investment. 
Another economist in the wealthy city-state, 
Prakash Sakpal of ING, said, "The test of 
vulnerability will likely come during the passage 

of key legislation in parliament."  
 
($1=30.62 baht) 
(Additional reporting by Kitiphong Thaichareon; 
Editing by Matthew Tostevin and Clarence Fernandez) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania to sell 3 bln leks (24.4 mln 

euro) of 5-yr T-notes on July 15  

05-Jul-2019 16:44:38  
TIRANA (Albania), July 5 (SeeNews) – Albania 

will offer 3 billion leks ($27.5 million/24.4 
million euro) worth of five-year Treasury 
notes at an auction on July 15, the debt 
issuance calendar of the finance ministry 

showed. 

At the last auction of five-year T-notes held in 
May, the finance ministry sold 4 billion leks 
worth of government paper. The issue carries a 
coupon of 4.2%, unchanged from the last 
auction of five-year fixed-rate T-notes held in 
March, according to figures published on the 

website of the finance ministry. 

 
(1 euro = 120.979 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 

 

Belarus 

Belarusian MinFin begins roadshow for 

sovereign bonds denominated in 

Russian rubles  

11-Jul-2019  
MOSCOW. July 11 (Interfax) - The Belarusian 

Finance Ministry, working with organizer 
banks, has begun a two-week roadshow for 
sovereign bonds denominated in Russian 
rubles, the ministry said on its website. 

"The Belarusian Finance Ministry, together with 
Russian banks organizing the issues of sovereign 
bonds of the republic in the financial market of 
the Russian Federation - Gazprombank (MOEX: 

GZPR), Sovcombank, the Otkritie Financial 
Corporation, and the co-organizer of the issue, 
the Eurasian Development Bank - have begun 

pre-marketing for two issues of three-year 
bonds totaling 10 billion rubles," the statement 
reads. 
Meetings with potential investors are planned for 
the next two weeks. 
It was reported earlier that the guidance for the 
rate of the first coupon of Belarusian bonds 

totaling 10 billion rubles is a premium of not 
more than 250 bps over three-year Russian 
OFZ, and that Belarus will place its first tranche 
of 5-10 billion rubles in bonds denominated in 

the Russian ruble on the Moscow Exchange 
(MOEX: MOEX) by the end of July. 

The current weighted average yield of three-
year OFZ is 7.13-14% per annum. Thus, the 
yield of the Belarusian bonds could be over 
9.6%. 
Two three-year issues (series 03 and 04) are 
planned in nominal volumes of 5 billion rubles 
apiece. 

The technical placement of the bonds is planned 
for early August. 
The placement agent is Gazprombank. 
 
Mc ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bosnia 

Bosnia's Federation sells 30 mln marka 

(15.3 mln euro) of T-notes, on target  

10-Jul-2019  

SARAJEVO (Bosnia and Herzegovina), July 10 
(SeeNews) - The finance ministry of Bosnia's 

Federation said it has sold 30 million marka 
($17.2 million/15.3 million euro) worth of 
ten-year Treasury notes at an auction on July 
9, in line with target. 

The yield on the issue amounted to 0.8%, the 
entity's finance ministry said in a filing to the 

Sarajevo Stock Exchange (SASE) on Tuesday. 
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The 10-year issue will mature on July 10, 2029. 

 
(1 euro = 195583 marka) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Croatia 

Euro zone welcomes Croatia's bid to 

join euro at the earliest in 2023  

08-Jul-2019   
BRUSSELS, July 8 (Reuters) - Croatia has 

submitted a formal bid to join the European 
Exchange Rate Mechanism (ERM-2), an early 
stage on the path to membership of the euro 

currency, the head of the Eurogroup of euro 
zone finance ministers said on Monday. 

The move could allow the Balkan country to join 
the euro currency zone, which currently 
comprises 19 states, at the earliest in 2023, an 
EU official said. 
Commitments offered by Croatia in a letter were 
welcomed by the bloc's finance ministers at a 

meeting on Monday, the chair of the meeting 
Mario Centeno told a news conference. 
EU economics commissioner Pierre Moscovici 
said Zagreb's move was a "vote of confidence in 
the euro." 
Croatia has committed to preparing the 
ground for the European Central Bank to take 

over banking supervision in the country. It 
has also committed to applying reforms on 
anti-money laundering rules and to making 
the public administration more effective and 
less costly, an EU statement said. 

The ECB and the European Commission will 
monitor the application of these commitments in 
a process that is expected to last one year. 
After that, Croatia will join the ERM-2, where it 

will stay for at least two years before it could 
start the practical preparations to join the euro 
zone, a process that takes roughly another year, 
making 2023 the earliest year for euro 
membership. 
Bulgaria started the same process last year and 

could join the euro zone at the earliest in 2022. 

 
(Reporting by Francesco Guarascio @fraguarascio, 
Editing by William Maclean) 
(( Francesco.Guarascio@thomsonreuters.com ; 
@fraguarascio; +32 2 287 68 17; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kosovo 

Kosovo sells 20 mln euro of 3-yr T-

notes  

09-Jul-2019  

PRISTINA (Kosovo), July 9 (SeeNews) – 
Kosovo's finance ministry said on Tuesday it 
sold 20 million euro ($22.4 million) worth of 

three-year Treasury notes, in line with plan. 

The average weighted yield on the government 

securities fell to 1.4%, from 1.56% at the last 

auction of three-year Treasury notes held in 

May, according to figures published by the 
finance ministry. 
 
($=0.89118 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Moldova 

New Moldovan government, IMF reach 

agreement on loan review  

10-Jul-2019  

CHISINAU, July 10 (Reuters) - The 

International Monetary Fund and new 
Moldovan government have reached a staff-
level agreement on its IMF-supported 
economic programme, including tax 
compliance and banking reforms, to access 
another tranche of cash, the IMF said on 
Wednesday. 

The IMF and the former Soviet country agreed 
the $183 million three-year loan programme in 

November 2016.  
Completion of the review will make available 
about $46.5 million and most of the sum will 
replenish currency reserves of Moldovan central 
bank. 
The Fund said in a statement that Moldova 
had to implement "agreed prior actions on 

ensuring the sustainability of public finances, 
improving tax compliance, and advancing the 
banking sector rehabilitation". 

It also said decisive steps to fight corruption and 
recover assets stolen in the 2014 bank fraud 
would be critical to maintain macroeconomic 
stability. 
In 2015, Moldova's negotiations with the IMF 

and the European Union on funding were 
disrupted when it emerged that the equivalent of 
an eighth of national output had disappeared 
from Moldova's banking system, triggering an 
economic and political crisis. 
The new government headed by Maia Sandu, a 

Harvard-educated former World Bank economist, 

was formed in June by the pro-European Union 
ACUM bloc and the Russian-backed Socialist 
Party after months of political uncertainty. 
 
(Reporting by Alexander Tanas; Writing by Pavel 
Polityuk; Editing by Alison Williams) 
(( pavel.polityuk@tr.com ; +380 44 2449150; Reuters 
Messaging: 
pavel.polityuk.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

North Macedonia 

North Macedonia to offer 900 mln 

denars (14.5 mln euro) of 30-yr T-

bonds on July 16  

11-Jul-2019  
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SKOPJE (North Macedonia), July 11 (SeeNews) – 
North Macedonia will offer 900 million denars 
($16.3 million/14.5 million euro) of 30-year 
Treasury bonds at an auction on July 16, 
according to a notice published by the central 
bank, NBRM. 
NBRM will sell the government securities on 
behalf of the finance ministry at a volume tender 
in which the price and coupon are set in advance 
and primary dealers bid only with amounts. 

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

Romania 

Romania goes long with euro return  

11-Jul-2019  
LONDON, July 10 (IFR) - Romania raised €2bn 

through a dual-tranche offering on Tuesday, 
taking its total international issuance this 
year to €5bn. 

The Balkan republic became the eighth CEEMEA 
sovereign to issue in euros since Latvia on May 

20. The euro has become the currency of choice 
for many EM sovereigns as they lock in 
attractive coupons. 
Unlike Saudi Arabia and Ukraine, for example, 
which made their debuts recently in the 
currency, Romania (Baa3/BBB-/BBB-) is well 

known to euro buyers. 

It was last in the market only three months ago 
with a €3bn triple-tranche. But with conditions 
ripe for issuance, the sovereign returned and 
offered investors a chance to grab some yield 
with two longer-dated notes. 
It printed a new July 2031 and tapped its 

€1.35bn 4.625% April 2049s. 
The 12-year began marketing at 210bp area 
over swaps but a book of more than €3.9bn 
allowed leads to price €1.4bn at 185bp. A lead 
said that was in line with fair value based on 
February 2030s bid at a Z-spread of 164bp and 
April 2034s at plus 223bp. 

The tap attracted €2.1bn of demand and raised 

a further €600m at 3.40%. IPTs were 3.55% 
area. 
In an illustration of how strong the market has 
been, the final yield was 125bp inside where the 
2049s priced in March.  
Romania's economy has performed well, but 

analysts are now pointing to vulnerabilities. 
"Despite Romania's strong growth 
performance in recent years, we think that 
rising imbalances overshadow the outlook in 
the medium term," said Citigroup analysts in a 
note in late May. 

"We believe that wage and income policies have 
been the main driver of this vigorous growth, 
which have led to overheating, inflationary 

pressures and twin deficits."  
In another note in late June, the US bank said 
clients' biggest macroeconomic concern was the 
widening current account deficit. A bigger 
budget deficit is also something the market will 

keep an eye on. Citigroup reckons the budget 

gap this year could exceed 3% of GDP, although 

a pension law could push it out to 5% in the 
coming years if it is enacted in its current form. 
The deal came ahead of a Moody's assessment 
on the sovereign due on July 12, but a lead said 
it's not expected to contain any details of 
material significance. 

BNP Paribas, Citigroup, Erste Bank, ING and 
UniCredit were the leads. 
 
(Editing by Julian Baker) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romania finance ministry says sells 

400 mln lei of 2031 T-bonds  

11-Jul-2019  
BUCHAREST, July 11 (Reuters) - Romania's 

finance ministry sold the planned 400 million 
lei ($95.41 million) worth of 2031 treasury 
bonds on Thursday, central bank data 

showed. 

So far this year, Romania has sold 27.6 billion lei 
and 506.7 million euros on the local market. It 
has also tapped foreign markets in March and in 
July for a combined 5 billion euros worth of 
Eurobonds. 
 
($1 = 4.1926 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
04 33; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

No clear trend for Russian Eurobonds 

on Thursday as UST prices stabilize  

11-Jul-2019  
MOSCOW. July 11 (Interfax) - The prices of 

most Russian Eurobond issues did not change 
significantly on Thursday, rising or falling 
slightly as U.S. Treasury prices stabilized 
following strong growth yesterday, which led 

to insignificant changes in sovereign spreads. 
Russia's benchmark 2030 bonds were down 2 
basis points from previous closing by 6:15 p.m. 
Moscow time at 112.84% with yield at 3.08% 
per annum, up 0.5 bps. Three-year U.S. 
Treasuries were down 2 bps from previous 
closing at 100.46%, with yield up 1 bp at 1.8%. 
Spread between Russia-30 and UST3 narrowed 

1.5 bps to 128 bps. 
Russia's 2043 bond was up 23 bps at 122.18% 
yielding 4.38%, down 1 bp; the 2042 bond rose 

14 bps to 118.04%, yielding 4.37%, down 1 
bps; the 2026 bond fell 17 bps to 106.34% with 
yield up 3 bps at 3.7%; and the 2023 bond rose 

1 bp to 107.0% yielding 3.07%, down 1 bp. 
The 30-year bond maturing in 2047 rose 6 bps 
to 111.53% with yield down 0.5 bp at 4.52%; 
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and the 10-year bond maturing in 2027 fell 1 bp 

to 103.24%, with yield up 0.1 bp at 3.774%. 

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

Serbia 

Serbia sells 23 bln dinars (195 mln 

euro) of 7-yr T-notes, yield drops  

09-Jul-2019  
BELGRADE (Serbia), July 9 (SeeNews) - Serbia 

sold on Tuesday 23 billion dinars ($218.9 

million/195.4 million euro) worth of seven-
year Treasury notes, above its target of 15 
billion dinars, the finance ministry said. 

The average yield amounted to 3.59%, down 
from 4.37% achieved at the last auction held on 
June 4, when the government sold securities 
with a par value of 26.7 billion dinars of the 150 
billion dinars issue, the finance ministry said in a 

statement. 
The T-notes carry a coupon of 4.5% paid 
annually and will mature on January 11, 2026. 
 
(1 euro = 117.689 dinars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovenia 

Slovenia sells 10-year bonds worth 350 

mln euro  

09-Jul-2019  

LJUBLJANA (Slovenia), July 9 (SeeNews) - 
Slovenia's finance ministry has sold 350 
million euro ($392 million euro) worth of 10-
year government bonds, local media reported. 
"Investor interest has been positive ever since 
the publication of the terms of the bond issue, 

so Republic of Slovenia increased the targeted 
size of the transaction from 250 to 500 million 

euro," public broadcaster RTV SLO quoted the 
finance ministry as saying late on Monday. 
Bids exceeded 600 million euro. 
The government securities were sold at a final 
price of 109.875% of par. They carry an annual 
coupon of 1.1875%. 

Yield to maturity is 0.157%. The bonds will 
mature in March 2029. 
In January, Slovenia sold 1.5 billion euro worth 
of the 10-year bond issue at a price of 99.785%, 
with demand exceeding 3.0 million euro. The 
bonds sold in January also carry an annual 

coupon of 1.1875% 

 
($=0.893067 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 

 

Slovenia Tbill auction oversubscribed, 

yields remain negative  

09-Jul-2019  
LJUBLJANA, July 9 (Reuters) - Slovenia sold 94 

million euros ($105.28 million) of treasury 
bills at an auction on Tuesday, close to an 
initial target of 90 million euros, at yields that 
were barely changed from the previous 
month, the finance ministry said. 

It sold 57 million euros of six-month bills at a 
yield of minus 0.39% versus minus 0.37% last 
month. It also sold 37 million euros of three-
month bills at minus 0.39% versus minus 0.38% 

last month. 
Total bids amounted to 224 million euros. The 
next T-bill auction is due on Sept. 10. 

Analysts said yields will remain negative in the 
coming months, mostly due to the expansive 
monetary policy of the European Central Bank. 
 
($1 = 0.8929 euros) 
(Reporting By Marja Novak; Editing by Catherine 
Evans) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Opportunist funds bet Turkey's 

financial shock is past its nadir  

05-Jul-2019 16:17:47  
• Turkey borrowing costs decline 
• Bond sale more than twice 
oversubscribed 
• Inflation slowing, deficit narrowing 
• Worries over bad loans, U.S. sanctions 

linger 

By Karin Strohecker and Tom Arnold 
LONDON, July 5 (Reuters) - After a year of 

relentless currency crisis, a credit freeze and 
slide into recession, some global investors are 
betting Turkey has weathered the worst of its 
biggest financial and economic shock since its 
2001 banking collapse - by accident or design. 

While Turkey faces numerous unresolved 

political and economic challenges, the more 
extreme fears of a sovereign funding squeeze 
that threatened national bankruptcy and 
international bailout, or even a return to its dark 
past of hyperinflation, appear to have eased. 
Some luck in timing has been critical to the 
rethink as the world's central banks have 

prepared for yet another round of monetary 
stimulus over recent weeks and prompted a 
dramatic easing of global financial conditions.  
Bursting back onto international capital 
markets with a $2.25 billion bond sale on 
Tuesday that was more than twice 
oversubscribed, Turkey confirmed it had little 
trouble to entice investors back to a country 
whose woes had caused tremors that ripped 

through emerging markets around the globe 
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last year. 

Investors seem ready to take an upbeat view, 

despite continued tensions with Washington over 

a Russian defence system which Turkey has 
bought and which could prompt U.S. sanctions, 
a pile of bad debt left behind by a sharp 
economic slowdown that has yet to be tackled 
and an urgent need for structural reforms.  

"Turkey is beyond the worst," said Magdalena 
Polan, global emerging markets economist at 
Legal & General Investment Management. "The 
political outlook is more stable as it's quite a 
long time before the next election. That means 
the government can focus, if it chooses to, on 
proper economic reforms." 

This week's bond issue coincided with falling 
Turkish borrowing costs, as yields on the 2030 

sovereign dollar bond dipped to 7% - levels last 
seen in the run-up to local elections on March 31 
that saw Turkey curb offshore lira trading, 
sending shudders through its international 
investor base.  

INFLATION DOWN, INVESTMENT UP 
Market watchers point to other factors they say 
also bear the hallmarks of a turnaround. 
Inflation has been steadily slowing, with the 
latest numbers delivering the best reading in 
almost a year. Turkey has historically been 
haunted by strong price pressures, and it only 
really got on top of hyperinflation 15 years 

ago.  

"The long-awaited base effects have kicked in, 

which could provide impetus for inflation to 
continue declining in the coming months," said 
Carla Slim at Standard Chartered Bank.  
Being a large energy importer, Turkey remains 
vulnerable to a sudden rise in crude prices. But 

with oil prices hovering around $60 per barrel - 
nearly $15 below their 2019 peak - and little 
upside in sight, that pressure seems to have 
waned.  
Turkey's current account deficit has been fairly 
narrow after a sharp adjustment in the wake of 
last year's currency crisis that sent the lira 

tumbling around 30%, making it less reliant on 
foreign flows to plug the gaps. The current 
account is closely watched by investors as the 

broadest measure of trade and investment. 
In April, the current account deficit stood at 
$1.33 billion - a far cry from the nearly $8 billion 
it had ballooned to by end-2017. Economists 

expect the gap to shrink further in the months 
ahead thanks to higher exports and tourism. 
In a sign of nascent investor confidence, Turkish 
bonds and stocks sucked in $256 million in the 
week to June 21, the largest inflow since early 
February, according to Deutsche Bank.  

Along with Russia, Turkey's bonds were the best 
performers in emerging market fixed income in 
the second quarter.  
Citi's emerging market fixed income survey 

published this week found fund managers 
expected Ukraine and Turkey to be the top value 
plays in the third quarter.  

Still, year-to-date Turkish assets have suffered 
outflows of $1.65 billion - the worst performance 
since 2015, said Deutsche. 

Adding to the upbeat mood was a stabilisation in 

foreign currency buffers, whose rapid depletion 

in spring had unnerved markets. 
The central bank's net international reserves 
dipped to $28.3 billion as of June 21, but still 
reflected a trend of relative stability in recent 
weeks. 
Domestic investor behaviour - a key measure of 

market confidence in many emerging market 
crises - also seems to point towards a halt in 
deterioration. The rapid rise in dollarisation of FX 
holdings by local institutions and individuals 
looks to have taken a breather after hitting 
record highs in June.  

REFORMS 
Markets have been buoyed by hopes of a more 
stable political backdrop after Turkey's 

opposition wrested control of Istanbul, Turkey's 
biggest city, from President Tayyip Erdogan's AK 
Party in a re-run mayoral election last month.  
Societe Generale's Phoenix Kalen said Turkey 

had reached an "inflection point towards a more 
positive dynamic" following the vote, with 
economic rebalancing well underway.  
Turkey will not vote again until presidential and 
parliamentary elections in 2023, providing a long 
runway for possible reforms many investors are 
crying out for, such as ensuring monetary policy 

independence and steps to support the banking 
sector.  
"In the positive scenario this will lead to a 
rethink of economic policies by the government," 

said Polan. 
"In the more realistic scenario there will be a 

mix of those scenarios, so some progress on 
reforms and some progress on responding to 
concerns of the wider population on jobs, debt 
and interest rates." 
Bolstered by a spending spree before the local 
polls, Turkey pulled out of recession earlier this 
year, but that recovery could prove short-lived. 

Some predict gross domestic product to have 
contracted again in the second quarter following 
April's weak industrial output and retail data. 
Turning point or not, the recent rally might be 
capped by any imposition of U.S. sanctions if 

Turkey takes delivery of the Russian S-400 
system, possibly as soon as next week.  

"Institutionally, the top tier corporates and 
banks (in Turkey) are sound and we have 
confidence in company treasuries to manage 
their liquidity but when there's political noise 
that can lead to volatility," said Steve Cook, co-
head of emerging market fixed income at 

PineBridge Investments. 
 
(Reporting by Karin Strohecker and Tom Arnold; 
editing by Gareth Jones) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
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Turkey credit default swaps jump after 

central bank governor dismissed   

08-Jul-2019  
LONDON, July 8 (Reuters) - The cost of 

insuring Turkey's sovereign debt risk jumped 
on Monday after President Tayyip Erdogan 
sudden weekend dismissal of the country's 
central bank governor.  
Turkey's 5-year credit default swaps (CDS) 
jumped 6 basis points (bps) from Friday's close 
to 383 bp, according to financial data provider 
IHS Markit. 
 
(Reporting by Karin Strohecker, editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkey's bond buyers burnt by surprise 

central banker sacking  

08-Jul-2019  
By Marc Jones 
LONDON, July 8 (Reuters) - Investors who 

bought into Turkey's opportunistic $2.25 
billion bond sale last week have been left 
baffled and battling buyers remorse after the 
sudden sacking of the country's central bank 
chief over the weekend. 

Although the Turkish central bank has been 

under heavy political pressure for some time, 
President Tayyip Erdogan's decision to replace 
Governor Murat Cetinkaya with his deputy Murat 
Uysal on Saturday caught many off guard. 
The lira had only just stabilised after more than 
a year of turmoil and cooling inflation had given 
the central bank legitimate leeway to start 

cutting its 24% borrowing rates later this month. 
Erdogan, a self-styled enemy of interest rates, 
has long supported cuts but the apparent loss of 
patience with Cetinkaya sent the lira down as 
much as 2% on Monday and sank the new bonds 
by around 1 cent. 

"I wouldn't say it's a complete shock but it is 

definitely a surprise because it looked like the 
central bank was already on its way to cutting 
rates," Pictet Asset Management portfolio 
manager Guido Chamorro, who invested in the 
bond issue, said of Cetinkaya's sacking. 
"This is a negative step in my view for the 

credit, so if I would have seen this coming then I 
wouldn't be increasing positioning." 
BNP Paribas, Citigroup and HSBC who helped 
sell last week's bond all declined to comment, 
although one of the bankers involved said on the 
condition of anonymity that Cetinkaya's sacking 
had been a "total surprise". 
All the investors who spoke to Reuters for this 
story also said there had been no indication 
during the process that his departure had 
been on the cards. 

"The question is 'why now?," said Sergey 
Dergachev, a manager of emerging market debt 
at Germany-based Union Investment, which also 

bought into last week's bond. 

While he didn't think there was any deliberate 

sequencing of the sale and Cetinkaya's sacking, 
it simply fuelled uncertainty again. 
"Of course it is not good in terms of the timing 
of this dismissal, but investors like ourselves and 
many others as well are more asking the 
question 'what will this mean for CBRT (Turkish 

central bank) policy'," he explained. 
"What will this mean for Turkey's institutions (in 
general), might there be some re-shuffle of key 
posts, and will Erdogan further tighten his grip."  
BIG BLOW 
That upheaval was already continuing on 
Monday as former deputy prime minister Ali 

Babacan resigned from Erdogan's AK Party 
citing "deep differences" over the party's 
direction. 

"Likely the firing of the central bank chief was 
the last straw," BlueBay Asset Management's 
Tim Ash said, adding the departure of a 
respected official like Babacan was "a big blow 
to Erdogan" which could also see Babacan set up 

a rival party. 
Monday's falls in the lira and the governments 
bonds were the sharpest in months, but by the 
standards of the last year-and-a-half they were 
still relatively measured and also came after 
hefty relief rally over the last couples of months.  
Pictet's Chamorro put it down to the fact the 

central bank had been expected to cut rates 
anyway this month, so while new governor Uysal 

might may accelerate the process, policy 
wouldn't be that different overall.  
It also comes with top central banks like the 
U.S. Federal Reserve and European Central Bank 
limbering up to cut their rates, and under 

varying degrees of political pressure too, which 
is a major difference to last year. 
"There was no indication that this (sacking) was 
on the cards, but if you look at the U.S. the 
situation (with President Donald Trump urging 
the Fed to cut rates), is not too dissimilar now." 

 
(Additional reporting by Tom Arnold and Karin 
Strohecker; Editing by Toby Chopra) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkey dollar bonds slip to three-week 

lows on sanction worries  

12-Jul-2019  
LONDON, July 12 (Reuters) - Turkey's dollar 

bonds dropped to three-week lows on Friday 
as the delivery of the first parts of a Russian-
made missile defence system raised concerns 
that the United States might impose some 
sanctions. 

Longer-dated issues bore the brunt of the 

selling, with the 2040 issue dropping 0.67 cents, 
according to Tradeweb data.  
The cost of insuring exposure to Turkish 
sovereign debt also rose, with the country's 5-
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year credit default swaps adding 6 basis points 

from Thursday's close to 403 basis points, 

according to IHS Markit. 
"Today that (missile system) is the topic," said 
one analyst who asked not to be named. "It is 
nothing surprising though and it has been baked 
in over the last month." 
"It seems like there will be some lightweight 

sanctions but nothing too extreme - nothing that 
really hurts the relationship between the two 
countries," he said, adding that measures 
against the Turkish arms industry was one 
obvious option.  
 
(Reporting By Tom Arnold and Marc Jones;) 
(( Tom.Arnold@thomsonreuters.com ; 
+442075428510; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

IMF OKs 4th review of Argentina under 

standby loan deal, set to disburse more 

cash  

05-Jul-2019 19:15:54  
BUENOS AIRES, July 5 (Reuters) - The 

International Monetary Fund has completed 
its fourth review of Argentina under the 
country's standby credit deal and is set to 
disburse $5.4 billion to the government, 
subject to IMF board approval, the fund said 
in a statement on Friday. 
The country signed a $57 billion IMF financing 
agreement last year that included unpopular 

spending cuts that have hammered households 
and businesses already struggling with recession 
and high inflation. 
The government says the outlook for Latin 
America's No. 3 economy is improving as 

President Mauricio Macri prepares to run for a 

second term in the October election. The 
government says it expects inflation to end this 
year under 40.3%. The rate over the 12 months 
through May was clocked at 57%. 
"I commend the Argentine authorities on their 
continued efforts and steadfast implementation 
of their economic policy program," IMF Acting 

Managing Director David Lipton said in the 
fund's statement. "The authorities completed all 
their fiscal, monetary and the social expenditure 
targets."  
 
(Reporting by Gabriel Burin and Hugh Bronstein 
Editing by Chizu Nomiyama and Dan Grebler) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 

World Bank approves $500 million loan 

to boost Argentina economy   

11-Jul-2019  
BUENOS AIRES, July 11 (Reuters) - The World 

Bank said on Thursday it approved a $500 
million loan to Argentina, the second 
disbursement of a billion-dollar financing 
package it announced last year, the latest 
foreign cash injection for the country's flailing 
economy. 

The aim of the financing package, approved in 
November 2018, is to help Argentina cover 
budget needs and contribute funds to a social 
program for children living in poverty, the bank 

said in a statement.  
Argentina, Latin America's third-largest 

economy, is struggling with economic turmoil 
that saw the peso currency tumble against the 
dollar and annual inflation climb above 50%.  
The new loan has a grace period of seven years 

and is repayable over 32 years.  
 
(Reporting by Eliana Raszewski; Writing by Cassandra 
Garrison; Editing by Peter Cooney) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
5544 6746; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil govt to cut 2019 GDP growth 

forecast, eyes budget freezes  

08-Jul-2019  
By Marcela Ayres 
BRASILIA, July 8 (Reuters) - Brazil's 

government is set to slash its 2019 economic 
growth forecast, a senior Economy Ministry 
official said on Monday, warning that weak 
growth is putting pressure on government 
revenues and could force another budget 
freeze. 

Waldery Rodrigues, special secretary to the 
Economy Ministry, said the new growth forecast, 

to be announced later this week, will likely be 

around 0.8%-1.2%, in line with market 
expectations but sharply down from the 
government's current 1.6% projection. 
Earlier on Monday, the central bank's latest 
weekly "FOCUS" survey of economists showed 
growth expectations were lowered for the 19th 
week in a row, although there were signs that 

the gloom may be lifting. 
Budget freezes could be unveiled in the next 
bimonthly fiscal report on July 22, Rodrigues 
said, adding that the government is looking at 
"various ways," including tax breaks, of 
limiting their impact. 

"The signs are that we will have a budget freeze. 

We may be able to reduce or even avoid it, but 
it depends on our ability to come up with these 

measures," Rodrigues said at an event in 
Brasilia.  
Rodrigues said slower economic growth than 
previously forecast is having a negative impact 
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on government revenue. To that end, he said he 

will ask development bank BNDES to return 126 

billion reais ($33 billion) of loans to government 
coffers this year. 
Unless adequate steps are taken, Brazil's gross 
debt as a share of gross domestic product will 
surpass 80%, he warned, a worrying level that 
must be avoided. Debt to GDP reached a record 

79.0% in April, but fell to 78.7% in May. 
Rodrigues also said oil sector revenues from the 
so-called "transfer-of-rights" contract with state-
run oil company Petroleo Brasileiro SA, known as 
Petrobras, could yield 52 billion reais for the 
central government and 21 billion reais for 

regional governments. 
The government has a constitutional 
amendment on new "federative pact" rules for 

central and regional government revenues ready 
to go, Rodrigues said. Tax reform proposals are 
also close to being finalized and will be 
announced once pension reform is approved, he 

added. 
 
(Reporting by Marcela Ayres; Writing by Jamie 
McGeever; Editing by Dan Grebler) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile cuts forecast for 2019 GDP 

growth to 3.2% amid mining, 

commerce slump  

09-Jul-2019  

SANTIAGO, July 9 (Reuters) - Chile expects its 

economy to grow 3.2% in 2019, down from a 
previous estimate of 3.5% in April, the 
country's finance minister said on Tuesday, 
amid slumping copper prices and a fall in 
global commerce. 
Finance Minister Felipe Larrain told a Chilean 
Senate commission he expected the average 

copper price for 2019 to be $2.85 per pound, 

down sharply from a previous estimate of $3 per 
pound. 
Copper exports from Chile, the world's top 
producer of the red metal, can account for as 
much as 15% of the nation's GDP. 
"We all had higher hopes when the year 

started...but to grow at 3% would be a great 
accomplishment for our economy this year," 
Larrain said. 
Chile's mining sector was also impacted 
earlier this year by unusually heavy rains in 
its copper-rich northern desert and a two-
week strike at Codelco's Chuquicamata copper 
mine, one of the world's largest. 

That prompted Chile's Central Bank to cut its 

prediction for growth last month to 2.75-3.5% 
from a previous view of 3% to 4%. 
Larrain predicted annual inflation to hit 2.2% 
this year, up slightly from a prediction of 2.1% 
in March. 

The administration of center-right President 

Sebastian Pinera has planned nearly $1.5 billion 

in public spending in an effort to boost growth in 
the second half of 2019, Larrain said. 
 
(Reporting by Dave Sherwood; Editing by Bernadette 
Baum) 
(( dave.sherwood@thomsonreuters.com ; +56 9 9138 
1047, +56 2 2370 4224; Reuters Messaging: 
dave.sherwood.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico's new finance minister does not 

see impending recession  

10-Jul-2019  

MEXICO CITY, July 9 (Reuters) - Mexico's new 

Finance Minister Arturo Herrera said on 
Tuesday that he does not see an impending 
recession, despite a contraction in Latin 
America's second-largest economy during the 
first quarter and analysts' expectations of 
further weakness. 

"I don't see a recession around the corner ... I 
see that there has been a slowdown on a global 

level but we are very, very far from thinking that 
we are close to a recession," Herrera told 
reporters, in his first press conference since 
being named finance minister. 

His predecessor Carlos Urzua resigned on 
Tuesday with a letter that shocked markets by 

citing "extremism" in economic policy, before 
President Andres Manuel Lopez Obrador quickly 
named well-regarded deputy minister Herrera to 
replace him. 
Herrera was asked about the risk that Mexico's 
economy could slide into a technical recession, 
meaning two consecutive quarter of economic 

decline, when the statistics agency publishes 
gross domestic product data at the end of the 
month. 
The economy shrank in the first quarter 2019, 
contracting 0.2% compared with the October-
December period as services and industrial 
activity dipped. It was the first contraction 
since the second quarter of 2018. 

"Mexico seems to be virtually in a recession. 

GDP growth in the fourth quarter last year was 
barely positive and the economy contracted in 
the first quarter this year. We estimate that GDP 
will also contract in the second quarter, putting 
Mexico in a technical recession," Bank of 
America Merrill Lynch said in a recent note to 
clients. 

Ratings agency Moody's Investors Service has 
warned that unpredictable policymaking by the 
Mexican government and challenges facing debt-
laden state oil firm Pemex are clouding the 
economic and fiscal outlook Mexico. 

Herrera said the government's fiscal priorities 

had not changed, underscoring the 
administration would prioritize macroeconomic 
stability, a responsibly manage the country's 
public finances and target a primary surplus of 
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1% of GDP in 2019. 

 
(Reporting by Anthony Esposito; Editing by Frank Jack 
Daniel and Lisa Shumaker) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Trinidad and Tobago 

S&P Says Trinidad And Tobago 

Sovereign Rating Lowered To 'BBB' 

From 'BBB+'  

09-Jul-2019  

July 9 (Reuters) - S&P Global Ratings: 
S&P says Trinidad and Tobago sovereign 
rating lowered to 'BBB' from 'BBB+' on 
economic and fiscal stress; outlook is stable. 

S&P- Trinidad and Tobago's lower-than-expected 
energy production, economic growth will weaken 
revenue base, delay its plans to balance budget 
by fy 2020-2021. 
S&P says affirmed Trinidad and Tobago's 'A-2' 

short-term foreign and local currency sovereign 
credit ratings. 
S&P on Trinidad and Tobago - reforms to 
strengthen revenue collection, improve provision 
of timely economic data have taken longer than 
expected. 

S&P on Trinidad and Tobago - do not expect to 
see material dividends from reforms in the near 
term. 
S&P, on Trinidad and Tobago, says expect 
fiscal deficit will increase over next two years 
as revenue growth fails to match that of 
spending. 

S&P says believes Trinidad and Tobago's 
unexpectedly lower gas production over next 

several years will limit energy sector's 
contribution to economic growth. 
S&P says expect Trinidad and Tobago's oil 
exploration and extraction to reach historical 
production lows in 2019 before slowly returning 
to growth. 

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

Venezuela 

Venezuela creditors push back on 

Guaido's debt restructuring plan  

09-Jul-2019  
By Brian Ellsworth and Mayela Armas 
CARACAS, July 9 (Reuters) - Creditors holding 

Venezuelan debt on Tuesday pushed back on 
debt restructuring plans backed by opposition 

leader Juan Guaido, urging a "fair and 
effective" framework for talks and improved 
communications with investors holding 
defaulted bonds. 

The main committee of Venezuela creditors said 

it opposed requests for a U.S. executive order 

that would prevent asset seizures by investors 

and disagreed with a proposal to give different 
treatment to debts owed to Russia and China. 
But the statement added that restructuring 
would not begin until the end of a "humanitarian 
crisis," in reference to the hyperinflationary 
collapse overseen by President Nicolas Maduro 

that has fueled malnutrition and disease. 
"A new government should work with creditor 
parties, such as the Committee, to agree on 
the design of the restructuring process and to 
negotiate the financial and other terms of the 
restructuring," the statement said. 

Guaido in January cited articles of the 
constitution to assume an interim presidency 
after calling Maduro's 2018 election a fraud, 

quickly winning recognition by more than 50 
countries including the United States. 
Maduro's government, which continues to 
exercise power thanks to the loyalty of the 
military, has failed to pay creditors some 
$11.4 billion in principal and interest since 
2017, according to the creditors. 

Jose Ignacio Hernandez, Guaido's overseas legal 

representative, did not immediately respond to a 
request for comment. 
'TOO EARLY'  
The proposal could help improve communication 
for a future restructuring, but any serious talks 
cannot take place until a new government 
assumes power, said Shamaila Khan, director of 

emerging market debt at AllianceBernstein in 
New York. 
"It is too early to start discussing a restructuring 
considering (a new) government is still not in 
place," said Khan in a telephone interview. 
Investors say Maduro is not a serious 
negotiator because his government has few 
resources to offer in a restructuring and his 

promises likely cannot be trusted given the 
ruling Socialist Party's frequent disregard for 
property rights.  

U.S. sanctions also prevent most investors from 
dealing with him; state oil company Petróleos de 
Venezuela, S.A., or PDVSA; and the central 
bank. 

Maduro blames U.S. sanctions and an 

opposition-led "economic war" for the country's 
problems. 
The creditor committee opposed requests by 
Guaido and his allies for an executive order by 
the White House that would block creditors from 
seizing U.S. refiner Citgo Petroleum Corp, which 
is owned by PDVSA. 

"An executive order issued by the US 
government that undermines good faith 
negotiations would not further the long-term 
interests of Venezuela or its stakeholders," the 
statement said. 
The group instead recommended that Venezuela 

pass a restructuring law that could be 

recognized under the U.S. bankruptcy code, in 
order to "provide an effective mechanism for 
preventing disruptive litigation." 
 
(Reporting by Brian Ellsworth and Mayela Armas in 
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Caracas, Christian Plumb in Sao Paulo, and Rodrigo 
Campos in New York; editing by Daniel Flynn, James 
Dalgleish and Richard Chang) 
(( daniel.flynn@thomsonreuters.com ; +55-11-5644-
7701 ; Reuters Messaging: 

daniel.flynn.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

 
 

EAC East African Community 

Fitch Ratings: EAC Budgets Highlight 

Development Focus, External Debt 

Flows  

09-Jul-2019  
Fitch Ratings-Hong Kong/London-July 09: 
Continued high levels of development 
expenditure in the East African Community 
(EAC) budgets highlight a reliance on external 
debt flows to fund development spending, 

Fitch Ratings says. The budgets contain some 

measures that could reduce reliance on external 
funding for development finance, but it is 
unclear how successful these will be. Continued 
or renewed increases in debt/GDP are negative 
rating sensitivities for all three sovereigns. 
The Finance Ministers of Kenya, Rwanda and 
Uganda (all B+/Stable) presented their 

countries' respective budgets for the fiscal 
year beginning 1 July (FY20) on 13 June. The 
budgets are mostly in line with preliminary 
budget statements and with Fitch's 
expectations. 

The three countries are focusing on improving 
their infrastructure, with the goal of attracting 
increased foreign investment and further 
increasing their revenue bases. Higher 

development spending has increased EAC 
members' general government debt. 
All three budgets include measures meant to 
improve tax administration, limit tax 
expenditures and widen the tax base, but the 
absence of new taxes will limit revenue growth. 

EAC members' sovereign ratings balance high or 

rising public and external debt against strong 
growth rates and relative regional 
macroeconomic stability, as indicated by their 
Stable Outlooks. But higher non-debt creating 
external flows and higher revenues would reduce 
risks from increased debt burdens. 

Kenya is the farthest along in its development 
strategy and its budget envisages the second 
straight year of narrowing fiscal deficits, aiming 
for an FY20 fiscal deficit of 5.6% of GDP from 
the government's FY19 forecast of 6.8%. The 
rise in deficits to their 9% of GDP peak in FY17 
has led to government debt rising by more than 

18pp in nine years to an estimated 57.5% of 

GDP at end-FY19. 
But foreign private investment has so far failed 
to accelerate, with inward FDI below 1% of GDP 
in each year since 2013. Financial account flows 
are dominated by borrowing, most of it by the 

government. 
Uganda and Rwanda are pursuing similar 
development strategies, but both remain in 

the fiscally expansionary stage. Uganda's FY20 
budget envisages the deficit widening to 8.7% of 
GDP from a projected 5.8% for FY19, primarily 
due to a steep increase in development 
spending. Fitch expects the actual increase in 
the deficit to be smaller, given the government's 

consistent inability to fully execute its capital 
budget. However, implementation rates are 
expected to have improved in FY19 and they 
could make further gains in FY20, while 
presidential elections expected in early 2021 will 
create spending pressures. 

Uganda may not sustain momentum in domestic 
revenue collection, which is projected to have 

performed strongly in FY19. Uganda's debt/GDP 
ratio remains well below the 'B' category median 
and debt is predominantly concessional with no 
outstanding marketable debt, limiting the 
country's vulnerability to shocks. Nevertheless, 

debt is set to steadily increase under current 
policies and interest/revenue ratios are already 
above the rating category median. 
Rwanda's debt level has converged with the 
'B' category median. Its budget forecasts the 
deficit widening to 6.3% of GDP in FY20 from 

5.1% in FY19. It increases capital expenditure 
by roughly 1.5pp of GDP to 11.7% of GDP 

relative to projections in last year's budget and 
plans a further rise to 12.0% by FY22. 

Infrastructure investments to improve 
connectivity in the land-locked and mountainous 
terrain are important for unlocking trade and FDI 
opportunities, but a significant increase in FDI is 
yet to be realised. 

The budget forecasts slightly higher tax revenue 
from better economic performance and improved 
tax administration measures, but is mainly 
financed by external borrowing. Concessionary 
financing accounts for the bulk of Rwanda's 
external borrowing, mitigating risks from 

gradually rising debt/GDP, but external debt 
repayments due in 2021 and 2023 will raise 
refinancing pressures. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Leslie Tan, 
Singapore, Tel: +65 6796 7234, Email: 
leslie.tan@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Congo Republic 

IMF approves Congo Republic bailout 

after China debt deal  

12-Jul-2019  
• Bailout worth $449 million 
• Congo hit hard by 2014 oil crash 
• IMF decision seen as precedent  
Adds details on Congo's debt to China, 
comments by IMF mission chief for Congo, 
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other details 

By Joe Bavier 

JOHANNESBURG, July 11 (Reuters) - The 

International Monetary Fund's (IMF) 
executive board approved a bailout worth 
nearly $449 million for OPEC member Congo 
Republic on Thursday, potentially setting a 
precedent for other nations struggling under 
the weight of large debts to China. 

Congo's economy suffered from a sharp drop in 
crude prices in 2014, and debt levels had 

ballooned to 118% of GDP by 2017. But even as 
its oil producing neighbours secured IMF 
programmes, Congo's negotiations for a bailout 
dragged on for two years. 
The Fund demanded that Congo ensure the 
long-term sustainability of its debt as a 

precondition for a three-year extended credit 
facility programme.  
Congo reached an agreement to restructure a 
portion of its Chinese debt in April. 
"The recent agreement to restructure the 
Republic of Congo’s bilateral debt should be 
accompanied by continued good-faith efforts 
to restructure commercial debt," said IMF 
Deputy Managing Director Mitsuhiro 

Furusawa. 

Congo's Chinese debt stood at nearly 1.48 
trillion CFA francs ($2.56 billion) at the end of 
March.  
Under terms of the restructuring deal, 
repayment of 944 billion CFA francs will be 

extended an additional 15 years. Congo, 

however, must pay off a third of that amount by 
the end of 2021 and China will not reduce the 
amount of principal owed, a process known as 
taking a haircut.  
"There is a substantial reduction in the amount 
of debt service that would have been required 
during the programme period," Alex Segura, IMF 

mission chief for Congo, told Reuters. 
The extension of the debt's maturity will also 
ease Congo's debt service burden in following 
years, he said. 
TEST CASE 
Many observers see Congo as a test case for 
the IMF. A number of African countries facing 
unsustainable debt resulting from commercial 

borrowing, a boom in Eurobond issues and 
years of Chinese lending on the continent are 
expected to turn to the IMF for help in the 
coming years.  

"The IMF is tacitly accepting that China will not 
take a haircut on debts to African governments," 
said one banker, who has followed the 
negotiations.  

The IMF is also advising Congo's government to 
restructure high-interest debt it contracted with 
oil traders including Glencore and Trafigura 
despite a previous pledge to the Fund that it 
would not engage in oil-backed borrowing. 
"I think they've learned their lesson as to the 

costs of these kinds of practices," Segura said. 

To qualify for the IMF programme, Congo's 
government has undertaken a series of reforms 
to improve transparency in the management of 
public resources, particularly in its traditionally 

opaque oil sector.  

But natural resource transparency advocacy 

group Global Witness complained that details of 
oil-backed loan agreements and major 
infrastructure contracts remained largely hidden. 
"The IMF's decision to grant Congo another 
bailout is a concerning case of institutional 
amnesia and undermines the Fund's renewed 

anti-corruption drive," said Global Witness oil 
researcher Natasha White.  
 
($1 = 578.5000 CFA francs) 
(Reporting by Joe Bavier in Johannesburg 
Editing by Jonathan Oatis and Matthew Lewis) 
(( joe.bavier@thomsonreuters.com ; +27 664877766; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Egypt central bank keeps key rates 

unchanged  

11-Jul-2019  

CAIRO, July 11 (Reuters) - Egypt's central bank 

on Thursday kept its key interest rates steady, 
in line with a Reuters poll of economists. 

Of 15 economists surveyed by Reuters, 14 said 
the bank's monetary policy committee was 
unlikely to change its overnight rates. 

The overnight deposit rate was held at 15.75% 
and the overnight lending rate at 16.75%, the 

central bank said in a statement. 
Egypt's annual urban consumer price inflation 
plunged to 9.4% in June from 14.1% in May, 
official statistics agency CAPMAS said on 
Wednesday, a significantly bigger drop than 
analysts had expected. 

However, last week, Egypt introduced its latest 
round of fuel subsidy cuts, raising domestic 
prices by between 16% and 30%, as it nears the 
end of an International Monetary Fund economic 
reform programme.  
Analysts have said inflation in July and August 
was likely to return to double digits, 
especially as the effects of the fuel price hikes 

are felt. 

"The inflation outlook incorporated the recently 
implemented fiscal consolidation measures, that 
include reaching cost recovery for most fuel 
products as well as fuel price indexation to 
underlying costs," the central bank said in a 
statement.  

"Since these measures were anticipated, the 
MPC decided that keeping key policy rates 
unchanged at this juncture remains consistent 
with achieving the inflation target of 9 percent 
(±3 percentage points) in 2020 Q4 and price 
stability over the medium term."  
The central bank kept interest rates steady at its 

last two meetings, in May and March, after a 
surprise cut in February. 
On Thursday, the discount rate was also kept 
unchanged at 16.25 percent. 
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(Reporting by Lena Masri 
Editing by Gareth Jones and Alexandra Hudson) 
(( Lena.Masri@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Morocco 

Morocco’s finance hub to change tax 

regime after EU criticism  

06-Jul-2019  
CASABLANCA, July 5 (Reuters) - Morocco's 

finance and business hub Casablanca Finance 
City (CFC) will from 2020 tax companies' 
export activities the same as their local ones 
after pressure from the European Union to 
adjust its tax incentives, its CEO said.  

The EU, which wants Morocco to reform tax 

incentives to the CFC and other free trade 
zones, kept the North African country on a so-
called grey list of non-cooperative tax 
jurisdictions in March after Morocco scrapped tax 
exemptions for offshore banks and holdings. The 
EU could have downgraded it to its blacklist. 
The CFC tax regime will be adjusted to make 

no difference between activities undertaken 
locally and those aimed at exports, CFC CEO 
Said Ibrahimi told Reuters, downplaying the 
impact on the hub’s competitiveness.  

A flat-rate tax based on functioning expenses 
will be reviewed as well, he said.  

Morocco’s government began developing CFC in 
2010 as a banking centre for Africa. The hub, 

which unseated Johannesburg as Africa’s most 
attractive financial centre in the 2019 Global 
Financial Centres Index ranking, aspires to 
become a financial hub catering for companies 
that want to do business in Africa. 
EU pressure for Morocco to align its preferential 
tax regimes with EU standards comes amid 

fierce competition over the African market with 
other centres in Europe, he said.  
The 180 companies that have acquired CFC 
status so far are not in Morocco because of tax 
incentives but rather due to the  
Country's political stability, infrastructure, 

regulatory framework and connectivity to Africa, 

Ibrahimi said.  
"Investors can access 32 cities in Africa from 
Casablanca through direct flights," he said. 
 
(Reporting by Ahmed Eljechtimi; editing by Emelia 
Sithole-Matarise) 
(( ahmed.eljechtimi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Sudan 

South Sudan 2019/20 spending to 

more than double  

08-Jul-2019  
• Oil receipts, external borrowing to 
fund spending  
• Deficit to hit SSP 77 billion ($590 

million) 
• Inflation eases to 93% in Dec from 

triple digits- finmin 

By Denis Dumo 
JUBA, July 8 (Reuters) - South Sudan's finance 

minister unveiled dramatically higher 
spending for the 2019/20 fiscal year to be 
partly funded by increased oil revenues, 
following criticism from the IMF for deep cuts 
in prior years which paralysed public services.  

It was Finance Minister Salvatore Garang 

Mabiordit's second attempt to present the draft 
budget following a row three weeks ago when 
lawmakers stormed out of the meeting over 
non-payment of salaries to civil servants and 
soldiers. 
In May the International Monetary Fund said 
South Sudan's fiscal stance that relied on huge 

spending cuts was unsustainable and had 
paralysed government services and led to 
accumulation of arrears, including on wages. 
On Monday, Mabiordit said spending was 
expected to rise 155% in 2019/20 compared 
with the previous year's low base, with a bulk of 
the funding expected to come from increased oil 

revenues and external borrowing. 
He told parliament the 2019/20 budget will 
increase to 208.16 billion South Sudanese 
pounds ($1.6 billion), up from 2018/19's 
approved SSP 81.6 billion ($620 million), with a 
deficit of SSP 77 billion ($590 million). 

"We propose to manage the budget deficit 

through increase in oil production as well as 
positive difference between the bench mark 
price and market price of crude oil. We will also 
explore other external financing from the 
international market on favourable terms," he 
told lawmakers. 

FUNDING PEACE 
In May South Sudan's ruling and opposition 
parties agreed to give themselves six more 
months to form a unity government as part of 
the September peace deal that largely ended 
years of unrest in a brutal civil war. 

South Sudan's only major economic resource is 
oil, but fighting forced operators to shut down 
many fields. Output has rebounded to 180,000 

barrels per day, but still falls short of its pre-war 
level of 245,000 barrels per day in 2013. 
The IMF forecasts South Sudan's GDP to grow 
8.1% in 2019/20 and 6.6% in 2020/2021 from 
3.4% in 2018/19. 
In March, IMF said South Sudan should stop 

selling expensive and opaque oil advances, 
because loan resettlements were hindering 
spending vital for the implementation of a peace 
deal. 
Mabiordit said the budget had set aside SSP 10 
billion for what he said was the implementation 
and consolidation of peace, but gave no further 

details. 
It was still unclear how much funding donors 

would provide for budgetary support, he said. 
"We have not received information of any grants 
from donors, which can report to the budget. As 
you know the donors shifted most of the support 
to humanitarian and relief efforts," he said. 
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Inflation has been in the triple digits at various 

stages during the conflict, with hyperinflation 

persisting for several years due in part to the 
country's depreciating currency. 
Mabiordit said inflation was running at 93% in 
December. 
“These improvements are largely due to 
reduction in borrowing from the central bank," 

he said. 
The budget is expected to be approved within 45 
days. 
 
(Writing by George Obulutsa; Editing by Hereward 
Holland and Emelia Sithole-Matarise) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tunisia 

Tunisia starts marketing 7-year euro-

denominated bond  

10-Jul-2019  
DUBAI, July 10 (Reuters) - The Republic of 

Tunisia has started marketing a seven-year 
euro-denominated bond with an initial price 
guidance of around 6.875%, a document 
issued by one of the banks leading the deal 
showed on Wednesday. 

The bond will be of benchmark size, the 
document said, which generally means upwards 

of $500 million. 
Citi is coordinating the deal, and is a joint lead 
manager together with Natixis and Standard 
Chartered.  
 
(Reporting by Davide Barbuscia; Editing by Kevin 
Liffey) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Zimbabwe 

Zimbabwe poised to raise public 

workers pay again  

08-Jul-2019  
By MacDonald Dzirutwe 
HARARE, July 8 (Reuters) - The Zimbabwean 

government is ready to raise civil servants' 
pay for the second time in three months 
because incomes have been eroded by soaring 
inflation, Finance Minister Mthuli Ncube said 
on Monday, after a labour group threatened 

protests. 

Zimbabweans are angry as year-on-year 

inflation of around 100% has eaten the value of 
their wages and savings, recalling the horrors of 
the hyperinflation era in 2008. 
The southern African nation is grappling with a 
severe shortage of U.S. dollars, fuel, bread, 

medicines and 17-hour daily power cuts, which 

have forced businesses to use expensive diesel 

generators. 
Currency reforms introduced last month to ban 
the use of foreign currencies and make the 
interim RTGS currency the sole legal tender 
have done little to instil confidence that people's 
living standards will improve soon under 

President Emmerson Mnangagwa, who came to 
power after Robert Mugabe was removed in a 
2017 coup. 
"I have a (wage increase) figure already, and I 
am just waiting to hear from the unions. We will 
be meeting them tomorrow to hear their 

figures," Ncube told a meeting with local 
businesses in Harare. 
Ncube said the government's budget was in 

surplus for the first 6 months of the year. 
The lowest paid public sector worker earns 430 
Zimbabwe dollars ($49.54), which unions say 
has been hit by inflation of 97.85% in May. A 

union official said a meeting would be held later 
on Monday to agree a position that they will 
present to the government on Tuesday. 
As inflation soared, the government hiked the 
overnight interest rate to 50% last month and 
Ncube on Monday said the central bank 
wouldn't hesitate to raise rates again to deal 
with people speculating on the value of the 
local currency. 

The Zimbabwe dollar was trading at 8.86 to the 
greenback on the official interbank market, 

bringing its total losses to 27% since June 24 
when the government ended dollarisation. On 
the black market the unit was trading at 10.5 to 
the dollar.  
Central bank Governor John Mangudya told the 

same event that Zimbabwean individuals and 
companies held around $1 billion in foreign-
currency accounts, around three months' import 
cover.  
The Zimbabwe Congress of Trade Unions 
threatened "mass action" last month after the 
government made the RTGS the sole legal 

tender and renamed it the Zimbabwe dollar. 
At least three people have gone to court to 
challenge the government's move but Ncube 

said he was "very prepared for the fight" in 
court. 
Patrick Chivaura, acting CEO of state power 

utility ZESA Holdings, told the same meeting 
that the end of dollarisation was hurting its 
ability to deliver power because mines could no 
longer pay it in U.S. dollars.  
ZESA needs $14 million for monthly electricity 
imports from the regional power market, 
Chivaura added. 

 
(Reporting by MacDonald Dzirutwe; Editing by 
Catherine Evans and Louise Heavens) 
(( macdonald.dzirutwe@tr.com ; +263 772 616 904) ) 
(c) Copyright Thomson Reuters 2019. 
 

OCEANIA 
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Fiji 

Moody's Affirms Fiji's Ba3 Rating; 

Maintains Stable Outlook  

11-Jul-2019  

July 11 (Reuters) - Moody's: 
Affirms Fiji's ba3 rating; maintains stable 
outlook. 
Says rating supported by assessment that 
reforms, aided by engagement with 
development partners, underpin moderate 
strength of Fiji's institutions. 

Says Fiji's long-term local currency bond and 
deposit ceilings remain unchanged at Baa3. 

Says Fiji's small economy and limited economic 
diversification continue to constrain the 

economy's capacity to absorb shocks. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
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