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ASIA 
 

Azerbaijan 

Azerbaijan's biggest bank suspends 

some debt repayments  

11-May-2017  
•Ex-Soviet Azerbaijan hit by oil price slump 
•Bank struggling with bad debt 
•Launches restructuring 
•Asks foreign creditors to show patience 

By Nailia Bagirova 
BAKU, May 11 (Reuters) - Azerbaijan's biggest 

lender, International Bank of Azerbaijan (IBA) 

said on Thursday it had suspended payments 
on some of its liabilities and asked its foreign 
creditors for support while it restructures its 
bad loans. 

The announcement was the most dramatic sign 
to date that an economic slowdown rumbling in 
energy producer Azerbaijan since prices for oil 
and gas slumped three years ago is now 

threatening the health of its banking sector. 
Azerbaijan's finances appeared to have stabilised 
this year after the government cut budget 
spending, and oil prices strengthened, but 
economists had warned of a lingering risk from 
bad debt on the balance sheets of Azerbaijan's 
banks. 
The state-controlled bank said in a statement 
that it had suspended payments of principal 
and interest on the liabilities that will be 
included in its restructuring, though it did not 
specify what they were. 

In New York, the bank filed a petition under 
Chapter 15 of the U.S. bankruptcy code. Such a 
petition is not a bankruptcy filing but keeps 
creditors from pursuing legal actions in the 

United States, giving debtors time to restructure 
their businesses. 
The bank said it had missed a scheduled 
payment under a $100 million subordinated loan 
owed to Rubrika Finance Company Ltd., which is 
based in Dublin and operates as a debt issuing 

vehicle. 

The bank said it was implementing a 
restructuring plan and had retained Lazard 
Frères as financial adviser and White & Case LLP 
as legal adviser. It also said it planned to swap 

some of its liabilities for Azeri sovereign 
liabilities. 
IBA said it continued to conduct day-to-day 

business with its clients, including all 
transactions in relation to individual and 

corporate deposits. A Reuters reporter who 
visited several of the bank's ATMs in the Azeri 
capital late on Thursday said there were no 
queues.  
Samir Sharifov, Azerbaijan's finance minister, 
appealed to the holders of IBA's foreign currency 

obligations for help while the bank is 
restructured. He said he planned to meet IBA's 
investors in London on May 23. 
The IBA has a total of $908 million in debt 
outstanding, according to Thomson Reuters 
data. That includes $240 million in two loans and 

the rest in Eurobonds. One of the Eurobonds is 

denominated in Mexican pesos and matures in 
June 2022. 
FOREIGN CREDITORS 
"The Ministry of Finance has noted with concern 
the deteriorating financial and capital position of 
International Bank of Azerbaijan," Sharifov said 
in a statement. 

"The Ministry of Finance hopes and expects that 
holders of IBA's foreign currency obligations will 
agree to support the proposed restructuring plan 
so as to facilitate the provision of additional 
support to IBA from the government." 
IBA's most immediate foreign liability, the 

Thomson Reuters data show, is a June 11 

coupon payment on a $500 million Eurobond 
that matures in 2019. It was not clear from the 
data how big the repayment would be. 
The bank also has a $185 million loan that falls 
due on Oct. 26, 2017, according to the data, 
creditors for which include Commerzbank, a 

branch of Bayerische Landesbank, a Russian unit 
of Societe Generale, and Qatar's Commercial 
Bank QSC. 
Azerbaijan's government has already 
undertaken a rescue package for IBA. Azeri 
President Ilham Aliyev in 2015 ordered the 
finance ministry and central bank to transfer 
bad and risky loans from IBA to a state-owned 
credit organisation, Aqrarkredit. 

In December last year, the government took 
further action, injecting additional capital into 
IBA via a share issue, and thereby increasing its 
stake in the bank to 76.73 percent. 
In a statement released on Thursday, Khalid 
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Ahadov, IBA's chairman, said he was hopeful the 

bank would be financially viable, but said: "IBA 

is in a difficult financial position." 
Dmitri Vasiliev, director of financial institutions 
at credit rating agency Fitch, said earlier this 
year IBA would need more government help 
while it tries to rebuild its loan book. 
"We view IBA as failed institution right now," 

Vasiliev said. 
 
(Additional reporting by Margarita Antidze in TBILISI, 
Katya Golubkova in MOSCOW and Jonathan Stempel in 
NEW YORK; Writing by Christian Lowe; Editing by 
Katya Golubkova and Catherine Evans) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
 
 

China 

China's local gov't slows debt issuance  

09-May-2017  
BEIJING, May 9 (Xinhua) -- Local governments 

have issued less debt this year following 
measures to ease the country's mounting debt 
burden, data showed Tuesday. 

In the first four months of 2017, local 
governments raised 799.4 billion yuan (116 
billion U.S. dollars) through 178 instances of 
debt issuance, down from the 2.02 trillion yuan 

raised in 296 issuances a year ago, according to 
data compiled by Wind, a financial information 
provider. 
China's authorities have stepped up efforts to 
rein in financial risks, promising to correct 
irregular fundraising behavior by local 
governments. 

In a statement released last week, the Ministry 
of Finance (MOF) asked provincial authorities to 
examine their financing practices and rectify all 
irregularities by the end of July. Progress will be 

tracked by MOF supervisors. 
The measures taken to standardize the 
financing channels of local governments will 
help to expose hidden debt, and a clear 
boundary between local governments and 
their financing vehicles will improve China's 
bond yield curve, making it more market-
oriented, said Zheng Lianghai, an analyst with 
Dongxing Securities. 
With continued government action against 
high leverage, the growth of local debt 

issuance will likely slow further, analysts 
predicted.  

 
Copyright (c) 2017 Xinhua News Agency 
 
 

China April fiscal spending growth 

slows sharply to 3.8 pct  

12-May-2017  
•April fiscal spending up 3.8 pct y/y, revenue 
up 7.8 pct 
•Jan-April spending up 16.3 pct, revenue up 
11.8 pct 

BEIJING, May 12 (Reuters) - China's fiscal 

spending rose 3.8 percent in April from a year 
earlier, slowing sharply from a 25.4 percent 
jump in March and adding to signs of cooling 
in the world's second-largest economy. 

Central government spending rose 3 percent in 
April from a year earlier while local government 
spending grew 3.9 percent, the finance ministry 
said on Friday. 

The slowdown in spending was mainly due to 
significant expenditure earlier, the ministry said 
in a statement on its website. 
Government spending in January-April rose 16.3 
percent from a year earlier, it said. 
Government-led stimulus has been a major 
driver of economic growth over the past 
years, but the pump-priming has also been 

accompanied by runaway credit growth and 
has created a mountain of debt. 
Authorities have stepped up efforts in the last 
several months to curb debt and housing 
risks, and a raft of recent data has showed 
signs of cooling in the economy, which 
expanded a solid 6.9 percent in the first 
quarter.  

Fiscal revenue increased 11.8 percent in the first 
four months and was up 7.8 percent in April 
from a year earlier, slowing from March's 12.2 

percent rise, the ministry said. 
China has kept its budget deficit at 3 percent 
of gross domestic product (GDP) for 2017, the 
same as last year, and pledged to clamp down 
on risks associated with local government 
debt. 

 
(Reporting by Beijing Monitoring Desk and Kevin Yao; 
Editing by Jacqueline Wong & Shri Navaratnam) 
(( yifan.qiu@thomsonreuters.com ; 86-10-66271289; 
)) 
 
 

China central bank shuffles market 

funding, injects medium term cash  

12-May-2017  
By Winni Zhou and John Ruwitch 

SHANGHAI, May 12 (Reuters) - China's central 

bank injected fresh funds through a medium-
term lending facility on Friday while keeping a 
tight rein on short-term funding in what 
appeared to be a further effort to dampen 
speculative investment while keeping the 
economy adequately funded. 

The central bank said it had skipped daily open 
market operations on Friday, marking the fifth 

day in two weeks that it has declined to inject 
funds into the system via its usual route.  
But it provided generous 459 billion yuan 
($66.52 billion) into the financial system via 
medium-term lending facility (MLF), more than 
compensating for some MLF loans that matured 
last week and some set to mature next week. 

“They are more willing to provide slightly longer 

term facilities because they think that would be 
feeding through into more productive economic 
areas," said Frances Cheung, Head of Rates 
Strategy for Asia ex-Japan at Societe Generale 
in Hong Kong.  



 

PDM Network Weekly Newsletter on Emerging Markets 

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

  4 

”They don’t want to send an easing signal across 

the board, but they don’t want to really squeeze 

the market that hard. So it is kind of creating a 
neutral to a mildly tightening condition in the 
market," Cheung said. 
That policy is in keeping with China's major aim 
this year of curtailing financial risks and overall 
leverage in the economy, and the People's Bank 

of China has been managing short term cash 
conditions very closely this year.  
In April, it skipped open market operations for 
13 straight days. This week, there has been a 
net drain of 120 billion yuan ($17.39 billion) 
through reverse bond repurchase agreements 

from the market, following a meagre net 
injection of 10 billion yuan in the previous week. 
Last week, the central bank didn't roll over 
230 billion yuan of maturing six-month 
funding through MLF loans, while another 
batch of 179.5 billion yuan worth of six-month 
MLF loans is due to mature on May 16. That 
means Friday's MLF lending leaves the market 
with a fresh injection of 49.5 billion yuan of 
funds. 

The PBOC lent 66.5 billion yuan in six-month 

maturities and 392.5 billion yuan in one-year 
maturities. 
Interest rates for the MLF loans were unchanged 
at 3.05 percent for six-month loans and 3.20 
percent for one-year loans, the People's Bank of 
China (PBOC) said in a statement on its website. 

"The ongoing liquidity tightening has led to 

visible adjustments in domestic financial asset 
markets, particularly those of bonds and 
commodities," CICC said in a note on Thursday, 
adding growth momentum also appears to have 
softened since April. 
Yields on the benchmark 10-year government 

bond hovered at 3.67 percent on Friday 
morning, not far away from a two-year high of 
3.72 percent hit a day earlier. 
The yields have already climbed more than 60 
basis points this year. Two-year yields at 
3.588 percent have risen around 80 basis 
points so far in 2017, leaving the yield curve 
extremely flat. 

Yields have risen steadily this year as cash 

conditions in the money market tightened and 
concerns grew about tougher regulation and the 
government's crackdown on shadow banking 
and risky financial practices, traders said. 
China's banking and insurance regulators have 
issued a flurry of directives on management 

since early this year, in an apparent attempt to 
cut leverage and reduce risks in the financial 
system. 
"It fits into our view that the PBOC is willing to 
provide liquidity but somehow they seem to be 
providing them with some delay," said 
Cheung."So they might want to observe how the 

market would react before they provide the 
liquidity." 

 
($1 = 6.8998 Chinese yuan) 
(Editing by Vidya Ranganathan and Simon Cameron-
Moore) 
(( winni.zhou@thomsonreuters.com ; +86 21 6104 
1777; Reuters Messaging: 

winni.zhou.thomsonreuters.com@reuters.net )) 
 
 

India 

India To Issue New 10-Year Bond On 

May 12, Government Says  

08-May-2017  
By Aftab Ahmed  
NewsRise 
MUMBAI (May 08) -- India's federal 

government will issue 80 billion rupees of a 
new 10-year bond as part of the weekly debt 
sale on May 12, according to a statement from 
the finance ministry today. 

Auction for the 10-year paper will be yield-

based, the statement added. “The stocks will be 
eligible for “When Issued” trading in accordance 
with central bank guidelines,” it added. 
Earlier today, a finance ministry official told 
NewsRise that the government will likely to issue 
a new 10-year bond this week. 

"The RBI has sent the request and the file is 
under consideration,” the official, who didn’t 
wish to be identified, said. “It is very likely that 
the new 10-year would be announced today. But 
paper has not been signed yet." 
The outstanding of the current 10-year 
benchmark 6.97% bond maturing in 2026 is 

910 billion rupees. India typically stops 
issuing a particular bond once its outstanding 
reaches around 850 billion rupees to 900 
billion rupees. 

Along with the 10-year note, India will also 
auction 30 billion rupees of floating rate bonds 
maturing 2024 and 20 billion rupees each of 
7.73% 2034 and 7.06% 2046 bonds this week, 
according to the statement. 

The new 10-year paper is likely to be priced at a 
coupon around 15 basis points lower than 
current benchmark yield, traders said. 
The benchmark bond maturing in 2026 rose to 
end at 100.27 rupees, yielding 6.93%, against 
100.18 rupees and 6.94% yield at the previous 

close. 
 
By Aftab Ahmed; Aftab.Ahmed@NewsRise.org; +91-
11-66767700 
Edited By Debasis Basak 
Send Feedback to feedback@NewsRise.org 
Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indonesia 

Official Reserve Assets Increased to 

US$123.2 Billion at the end of April 

2017 

08-May-2017  
Indonesia's official reserve assets position 
stood at US$123.2 billion as of end-April 
2017, higher than the end of March 2017 level 

registered at US$121.8 billion. The increase 
was primarily attributable to foreign exchange 
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receipts, among other from tax revenues and 

government oil & gas export proceeds, as well 

as auction of Bank Indonesia foreign exchange 
bills. The receipts surpassed the use of foreign 

exchange for repayments of government 
external debt and Bank Indonesia foreign 
exchange bills matured during the period. 
The reserve asset position at the end-April 
2017 adequately covered 8.9 months of 
imports or 8.6 months of imports and 

servicing of government external debt 
repayments, well above the international 
standards of reserves adequacy at 3 months 

of imports. Bank Indonesia considers the official 
reserve assets are able to strengthen the 
resilience of the external sector and maintain the 
sustainability of Indonesian economic growth. 
 
Original document  
http://www.bi.go.id/en/ruang-media/siaran-
pers/Pages/sp_193517.aspx 
Public permalink  
http://www.publicnow.com/view/782178A434A590E1E
259DD94B44C2E3058312561 
(C) Copyright 2017 - Bank Indonesia 
 
 

Indonesia sells 14 trln rupiah bonds at 

auction, below target  

09-May-2017  
JAKARTA, May 9 (Reuters) - Indonesia sold 14 

trillion rupiah of bonds at an auction, below 
the indicative target of 15 trillion rupiah, the 
finance ministry's financing and risk 
management office said on Tuesday. 

The T-bills maturing in August 2017 had a 
weighted average yield of 4.97260 percent, 
while the T-bills maturing in May 2018 had a 

weighted average yield of 5.84625 percent. 
The weighted average yield for bonds maturing 
in May 2022 was 6.71947 percent, higher than 
6.69857 percent at the last auction on April 25.  
The bonds maturing in August 2032 had a 
weighted average yield of 7.52402 percent. 

The bonds maturing in May 2036 had a weighted 
average yield of 7.82987 percent, higher than 
last auction's 7.73974 percent. 

Total incoming bids were worth more than 24 
trillion rupiah ($1.80 billion), compared with the 
47.14 trillion rupiah received in the auction on 
April 25. 

The highest bid-to-cover ratio was 2.74 times 
for the bonds maturing in May 2036. 
 
($1 = 13,345 rupiah) 
(Reporting by Nilufar Rizki; Writing by Fransiska 
Nangoy; Editing by Subhranshu Sahu) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Bond rule easing to benefit insurers, 

pension fund managers  

11-May-2017  
Grace D. Amianti, The Jakarta Post, Jakarta 
After a year-long review, the Financial 

Services Authority (OJK) has agreed to 
provide local insurance firms and pension 

fund managers with leniency in determining 
investment options following requirements for 
them to allocate a certain portion of their 
portofolio in the form of government bonds 
(SBN). 

The financial regulator said later this month it 
would issue a circular stipulating that insurance 
companies, guarantors and pension fund 
managers would be allowed to include ownership 

of securities issued by state-owned construction 
firms in their portfolios. 
Insurance companies, guarantors and pension 
fund managers have been complaining that they 
are facing difficulties in complying with the OJK's 
new rule on bond ownership, which was issued 

in January 2016. 
"We will provide a general guideline [for the 
relaxation]. The point is that the rule will 
become more flexible," OJK chairman Muliaman 
D. Hadad said recently. 
The existing OJK rule on bonds required life 
insurers and non-financial institution pension 

funds to maintain a minimum 20 percent of SBN 
in their portfolios by the end of 2016 and 30 
percent in 2017. 
Social insurers, namely the Health Care and 
Social Security Management Agency (BPJS 
Kesehatan) and the Workers Social Security 
Agency (BPJS Ketenagakerjaan), were also 

required to invest 30 percent of their portfolios 

in government bonds, starting last year. 
Meanwhile, general insurers, reinsurers and 
guarantors were required to keep 10 percent of 
government bonds in their portfolios in 2016 and 
20 percent in 2017. 
Domestic insurance industries were prepared 
to start investing in state-owned 
infrastructure securities as they were the first 
ones suggesting the government relax the 
bond policy as they found difficulties in 
complying with the rule. 
The main difficulty they faced was a limited 
supply of government bonds, which are 
among the most popular investment 
instruments because of their attractive yields 
and safety levels, prompting tight competition 
with foreign investors who bought the debt 

papers through banks. 

The tight competition has forced insurers to buy 
the securities in the secondary market, in which 
prices are already high and yields had declined, 
said Indonesian Life Insurance Association 
(AAJI) executive director Togar Pasaribu. 
"The bond rule was issued to support 

government programs in infrastructure 
development. That's why we proposed to the 
OJK to allow us purchase instruments [other 
than SBN] that have similar goals, such as 
infrastructure bonds issued by state-owned 
firms," he told The Jakarta Post. 

Almost 38 percent of Indonesia's SBN are 

currently held by foreign investors. 
The upcoming OJK regulation on bonds will also 
allow the ownership of any kind of securities that 
use infrastructure projects as their underlying 

http://www.bi.go.id/en/ruang-media/siaran-pers/Pages/sp_193517.aspx
http://www.bi.go.id/en/ruang-media/siaran-pers/Pages/sp_193517.aspx
http://www.publicnow.com/view/782178A434A590E1E259DD94B44C2E3058312561
http://www.publicnow.com/view/782178A434A590E1E259DD94B44C2E3058312561
mailto:Fransiska.Nangoy@thomsonreuters.com
rm://fransiska.nangoy.thomsonreuters.com@reuters.net/
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(an asset on which a futures contract or option 

is written), such as fund management contracts 

(KPD) and limited participation mutual funds 
(RDPT). 
The OJK will widen the definition of 
infrastructure that would become the underlying 
of securities issued by state-owned companies. 
"[The infrastructure] can also include other 

commercial buildings or facilities surrounding the 
main project [which become the underlying]," 
Muliaman said. 
The OJK expects that insurers, pension funds 
and guarantors could help enlarge the domestic 
investor base as it found that, based on its 

discussions with investment managers, 
infrastructure securities issued by state-owned 
construction firms would mainly attract foreign 

investors. 
"Insurers and pension funds should take part, 
but they should also equip themselves with 
technical and analytical skills for investment in 

this kind of security," Muliaman added. 
The government previously planned to issue 
more than Rp 358 trillion (US$26.8 billion) worth 
of SBN in the first half of 2017. The figure was 
equal to 60 percent of the its total gross 
issuance target that had been set at Rp 597.03 
trillion in this year's state budget. 

"We think infrastructure bonds issued by state-
owned firms offer better yields compared to 
SBN," Togar of the AAJI said, hoping that the 
new instrument would help insurers compensate 

for the decline of returns that has lately occurred 
in other instruments. 

 
Copyright (c) 2017 The Jakarta Post 
 
 

Oman 

Sovereign raising US$3.6bn from 

Chinese banks  

09-May-2017  
The Sultanate of Oman is seeking a US$3.6bn 
five-year bullet term loan from Chinese banks, 
sources said. 

Oman’s finance ministry is self-arranging the 
senior unsecured deal, which pays an interest 

margin of 190bp over Libor. 
Bank of China, China Development Bank, and 
Industrial and Commercial Bank of China are the 
mandated lead arrangers with the latter two also 
acting as bookrunners on the senior unsecured 
deal. 
Banks are being invited to participate at three 

ticket levels. 
Mandated lead arrangers with commitments of 
US$500m or above will earn an all-in pricing of 
210bp over Libor based on an upfront fee of 
100bp, while lead arrangers coming in for 

US$250m−$499m receive an all-in of 206bp 

over Libor based on an 80bp fee. Arrangers with 
commitments of US$100m−$249m get an all-in 
of 202bp over Libor based on a 60bp fee. 
Commitments are due by June 2 and signing is 

scheduled for June 12. 

Proceeds are for the Oman government's 

general budgetary purposes. 
The Middle Eastern country's borrowing follows 
in the footsteps of a US$600m facility for its 
sovereign wealth fund Oman Investment Fund, 
which closed earlier this week. Proceeds back 
the fund's acquisition of a 51% stake in Oman 

Telecommunications Co SAOG. 
Banca IMI (London), a unit of Intesa Sanpaolo, 
Citigroup, Kuwait Finance House and National 
Bank of Abu Dhabi were the MLABs of that loan, 
which will mature in April 2020 and pays an 
interest margin of 230bp over Libor plus a top 

level participation fee of 60bp for commitments 
of US$50m or more. 
 
Oman is rated Baa1/BBB−/BBB (Moody’s/S&P/Fitch). 
((yan.jiang@thomsonreuters.com; +852 2912 6684; 
Reuters Messaging: 
yan.jiang.thomsonreuters.com@reuters.net; Twitter 
@TRLPC @langichiang)) 
(Editing by Prakash Chakravarti) 
 
 

South Korea 

Fitch: Korea Political Uncertainty Over, 

North Korea Risks Remain  

10-May-2017  
HONG KONG/SINGAPORE, May 10 (Fitch) The 

election of Moon Jae-in in South Korea's 
presidential election brings to an end a long 
period of political uncertainty that appeared 
to weigh on consumer confidence and delay 

investment decisions, says Fitch Ratings. Mr. 
Moon is likely to adopt a more conciliatory 
stance towards North Korea, which might help 
calm current tensions, but South Korea's 

influence over the security situation on the 
peninsula appears to have weakened in recent 
months. Moreover, the structural geopolitical 
risks facing South Korea remain. 
The political crisis that ended with the 
impeachment and arrest on corruption charges 
of the previous president, Park Geun-hye, did 

not affect the sovereign rating (AA-/Stable), in 
part because Korea's political institutions proved 
strong enough to ensure the crisis was brought 
to an orderly and constitutional resolution. 
However, the scandal highlighted significant 
governance weaknesses. In particular, it shone a 
light on the close ties between the government 

and chaebols - the large conglomerates that 
dominate Korea's economy. 
Reforms that increase transparency, tackle 
corruption and generally encourage greater 
separation between the government and the 
corporate sector could structurally improve 

governance and therefore could support Korea's 

credit profile. These issues were a key part of 
Mr. Moon's election platform and the broad 
public support for change suggests there are 
reasonable prospects for progress. 
However, ground-breaking structural reforms in 
other areas remain unlikely. Measures to 
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address the long-run challenges of rapid 

population ageing and low productivity, such as 

labour market reform, were not among Mr. 
Moon's campaign focal points and his party does 
not have a majority in parliament, let alone the 
three-fifth supermajority to pass bills by itself. 
Fiscal policy might become more 
expansionary under the new government, 
given Mr. Moon's pledge to use stimulus to 

create jobs. However, it is not certain 
additional government spending would pass 
in parliament if the economy continues to pick 
up. Korea has some room to run wider fiscal 
deficits from a rating perspective, as its 
general government debt of 38.7% of GDP is 
slightly below the 'AA' median of 39.7%. 

Mr. Moon's election offers a chance that relations 
with North Korea will improve in the short-term, 

which might, for example, lead to the re-opening 

of the Kaesong Industrial Complex - an 
industrial park run jointly in North Korea that 
was closed in 2016. However, we believe 
tensions on the Korean peninsula are currently 
higher than during other recent flare-ups and 
the situation has become more uncertain. 

Tension with North Korea is an important reason 
why South Korea's rating is one notch below the 
outcome of our sovereign rating model. A 
potential conflict or a scenario of reunification 
would involve large fiscal costs for the 
government. 
Mr. Moon has said he will consider the removal 

of the US Army's Terminal High Altitude Area 
Defense (THAAD) anti-ballistic missile system 
from the Korean peninsula. This would improve 
relations with China and might end the 
retaliatory measures undermining Korea's 
exports and tourism revenue. Fitch would not 
expect Korean exports to China to drop sharply, 

even if THAAD remains in place, as more than 
three-quarters are intermediate goods, such as 
semi-conductors, that are important to China's 
own manufacturing sector. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Sri Lanka 

Sovereign borrowing launches at 

US$450m  

12-May-2017  
The Government of Sri Lanka has launched a 
US$450m three-year financing into general 
syndication at four ticket levels, said sources 
familiar with the matter. 

Bank of Baroda, Deutsche Bank, Indian Bank, 
Qatar National Bank, State Bank of India and 

Sumitomo Mitsui Banking Corp are the 
mandated lead arrangers and bookrunners of 
the financing, which comes with a greenshoe 

option that allows the loan to be increased to 

US$1bn. The six-bank group pre-funded the loan 

at a US$450m size last week. 
The amortising facility pays an interest margin 
of 200bp and has an average life of two years. 
Lenders receive a top-level all-in pricing of 
250bp and the MLAB title for commitments of 
US$50m or more via a participation fee of 

100bp, an all-in of 240bp and the MLA title for 
tickets of US$35m–$49m via a fee of 80bp, or 
235bp and the lead arranger title for US$20m–
$34m via 70bp. Arrangers earn an all-in of 
225bp for commitments of US$5m–$19m via a 
fee of 50bp. 

The deadline for commitments is June 23. Bank 
presentations will be held in Dubai on May 22, 
Hong Kong on May 24 and Singapore on May 25. 

Funds will be used for the development of 
projects as specified in the state budget. 
On May 4, the Democratic Socialist Republic of 
Sri Lanka raised US$1.5bn from a 10-year bond 

that priced at 6.20%, well inside the initial 
guidance of 6.625%. The bond drew a blowout 
response, attracting orders of more than 
US$11bn. Citigroup, Citic CLSA, Deutsche Bank, 
HSBC (B&D), ICBC International, JP Morgan and 
Standard Chartered were joint bookrunners. 
 
((chienmi.wong@thomsonreuters.com; +852 2912 
6611; Reuters Messaging: 
chienmi.wong.thomsonreuters.com@reuters.net; 
Twitter @TRLPC)) 
(Editing by Prakash Chakravarti and Luis Morais) 
 

EUROPE 

 

Croatia 

Too early for Croatia to talk about 

joining ERM-2  

11-May-2017  
NICOSIA, May 11 (Reuters) - Discussions on 

Croatia joining the exchange rate mechanism 
that would prepare it for adopting the euro 
should only start once the country leaves the 
European Union's Excessive Deficit Procedure, 
central bank governor Boris Vujcic said on 
Thursday. 

"It's first things first. Before exiting EDP it's not 

the time to start discussions on joining ERM-2," 
Vujcic told Reuters on the sidelines of the 
European Bank for Reconstruction and 
Development's annual meeting in Cyprus. 
"(We're) looking forward to another good 
budget, and the debt-to-GDP ratio will open 
the space for the start of talks on joining ERM-
2" he said. 

 
(Reporting by George Georgiopoulos; Editing by Hugh 
Lawson) 
 

http://www.fitchratings.com/
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Hungary 

Hungary's budget posts HUF 76.6 bln 

April surplus  

08-May-2017  
BUDAPEST, May 8 (Reuters) - Hungary's 

budget posted a surplus of 76.6 billion forints 
($269.41 million) in April after a big March 
deficit, the Economy Ministry said on Monday, 
adding that the 2017 deficit target of 2.4 
percent of economic output was achievable. 

In the January-April period, the deficit came to 
121.5 billion forints, down from 144.9 billion in 

the same period a year ago, the ministry said. 
It said value-added tax revenues rose in April 

due to wage hikes agreed late last year. The 
monthly balance was also lifted by European 
Union subsidies and one-off revenues, such as 
income from state farmland sales. 

 
($1 = 284.33 forints) 
(Reporting by Krisztina Than and Gergely Szakacs) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Romania 

Romania sells planned 500 mln lei of 

March 2022 bonds  

08-May-2017  
BUCHAREST, May 8 (Reuters) - Romania sold a 

planned 500 million lei ($120.46 million) 
worth of May 2022 treasury bonds on Monday, 
with the average accepted yield at 2.77 

percent, central bank data showed.  

Debt managers last issued the bond in April at 
the same yield.  
So far this year, Romania has sold roughly 15.33 
billion lei and 240 million euros of domestic bills 
and bonds. It has tapped foreign markets for 
1.75 billion euros of 2027 and 2035 Eurobonds. 

 
($1 = 4.1508 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania sells planned 1.0 bln lei of 

one-year bills  

11-May-2017  
BUCHAREST, May 11 (Reuters) - Romania sold 

a planned 1.0 billion lei ($238.97 million) 
worth of one-year treasury bills on Thursday, 
with the average accepted yield at 0.87 
percent, central bank data showed.  

Debt managers last sold one-year paper in April 
at an average yield of 0.9 percent. 

So far this year, Romania has sold roughly 16.4 
billion lei and 240 million euros of domestic bills 

and bonds. It has tapped foreign markets for 

1.75 billion euros of 2027 and 2035 Eurobonds. 

 
($1 = 4.1847 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Slovenia 

Slovenia names leads for USD tender, 

possible EUR deal  

09-May-2017  
LONDON, May 9 (IFR) - The Republic of 

Slovenia, rated Baa3 (positive) / A (positive) 

/A- (stable), has mandated Barclays, BNP 
Paribas, Deutsche Bank, Goldman Sachs 
International Bank and J.P. Morgan as Joint 
Dealer Managers for a Tender Offer for the 
Issuer's outstanding 2022, 2023 and 2024 
US$ securities. 

Additionally, the Republic will consider a Euro-
denominated Reg S transaction in dematerialised 
registered form, subject to market conditions 

and the results of the concurrent Tender Offer. 
Relevant stabilization regulations apply. 
 
julian.baker@tr.com 
©Thomson Reuters 2017. All rights reserved.  
 
 

Slovenia T-bill auction oversubscribed, 

yields mostly down  

09-May-2017  
LJUBLJANA, May 9 (Reuters) - Slovenia sold 98 

million euros of treasury bills at an auction on 
Tuesday versus the original target of 70 
million euros, the Finance Ministry said, with 
yields mostly lower and analysts predicting 

they could remain negative into next year. 

The country sold 68 million euros of 12-month 
treasury bills at a yield of -0.3 percent, versus -
0.27 percent at a previous auction in April. 
It also sold 20 million euros of 6-month bills with 

the yield unchanged at -0.3 percent and 10 
million euros of 3-month bills at a yield of -0.35 
percent versus -0.25 percent at a previous 

auction of such bills in February. 
"Our interest rates are strongly connected to the 
rates on the (rest of the) eurozone market," said 
Branka Cerkvenic, in charge of bond and 
derivatives trading at bank Nova KBM, adding 
that euro zone rates would depend upon the 

European Central Bank's quantitative easing 
programme. 
Total bids in Tuesday's auction amounted to 333 
million euros. The next T-bill auction is due on 
June 6.  

 
(Reporting by Marja Novak; editing by Jason Neely and 
Alexander Smith) 
(( Marja.Novak@thomsonreuters.com ; +386-1-

5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 

mailto:luiza.ilie@thomsonreuters.com
rm://luiza.ilie.thomsonreuters.com@reuters.net/
mailto:luiza.ilie@thomsonreuters.com
rm://luiza.ilie.thomsonreuters.com@reuters.net/
mailto:julian.baker@tr.com
mailto:Marja.Novak@thomsonreuters.com
rm://marja.novak.thomsonreuters.com@reuters.net/
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Ukraine 

Ukraine to appoint new central bank 

head by September  

11-May-2017  
By Marc Jones 
NICOSIA, May 11 (Reuters) - Ukraine will 

appoint a new central bank governor probably 
by September, the country's finance minister 
said on Thursday, and is planning a $1 billion 
eurobond to make its first return to debt 
markets since its 2014 IMF bailout. 

Finance Minister Oleksandr Danylyuk told 

Reuters in an interview that Kiev had a number 

of candidates, including a "preferred" candidate, 
for the central bank chief position. 
He would not name who that candidate was, 
saying it was a decision to be made by the 
country's president. But he said Volodymyr 

Lavrenchuk, the head of Raiffeisen's Ukrainian 
unit, had "all the necessary qualities to be an 
effective governor." 
Danylyuk added that IMF staff would be back in 
Ukraine next week and that Kiev's parliament 
would pass a long-anticipated package of 
reforms by mid-July that the fund has made one 

of the conditions for its support. 
That could also lead to it combining a trio of the 
IMF's loan tranches into one big one by the end 

of the year. 
"Maybe it would be a good idea to amend the 
schedule of installments," Danylyuk said adding 
that it had not been formally discussed with the 

IMF yet. 
The IMF stepped in with a $17.5 billion bailout 
programme for Ukraine in 2014 as the nation 
neared bankruptcy following the annexation of 
Crimea by Russia and the outbreak of the 
Russian-backed separatist insurgency in its 

industrial east. 
Kiev expects three more tranches of the funding 
this year but disbursements are dependent on 
meeting IMF conditions, including structural 

reforms and tackling corruption. Since 2015, 
Kiev has received about $8 billion in IMF aid. 
 
(Reporting by Marc Jones) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 
 

LATIN AMERICA AND 
CARIBBEAN   

 

Argentina 

Argentina starts local funding drive: 

Balanz Capital  

08-May-2017  

By Paul Kilby 

NEW YORK, May 8 (IFR) - Argentina is 

embarking on a local funding drive this week 
to soak up excess dollars in the financial 
system and cover a stubbornly high fiscal 
deficit, according to a research report 
released by Balanz Capital on Monday. 

Below are some highlights from the report: 
•The government will auction US$600m in 182-
day LETES and US$400m of 455-day LETES - an 

expansion of the LETES program that Balanz 
believes is an attempt to soak up dollars 
sloshing around the economy. An overvalued 
peso is starting to "wreak havoc" on the 
manufacturing sector and the current account 
deficit. 
•The government is also reopening its Global 

5.75% 2025 and 7.625% 2037 bonds to help 
cover the maturing Bonar X, targeting US$2bn-
US$2.5bn in demand on those auctions. 
•This comes as tight monetary policy takes a toll 
on consumption and the strong peso impacts 
trade. Capital goods production fell 16% in 

March, while the industrial trade deficit jumped 
to US$8bn on a trailing 12-month basis.  
•The construction sector remains one of the 
bright spots in the economy, helped by a hefty 
infrastructure plan and booming real estate 
sales. 
•Faced with midterm elections in October, the 

administration of President Mauricio Macri has 
yet to address federal spending in the public 

sector, with the wage bill at the federal level 
increasing by 34.1% last year.  
•Macri identified Ps114bn in wasteful 
expenditure but much of these savings have 
been reallocated to social security and social 

spending, resulting in no net deficit reduction. 
 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Argentina central bank buys dollars, 

checks strengthening peso  

10-May-2017  
Repeats to widen distribution 
By Walter Bianchi 
May 10 (Reuters) - Argentina's central bank 

this month has renewed its buying of dollars 

in the local foreign exchange market, 
checking the rise of the country's peso 
currency. 

While the bank has not said what its currency 
target is, the widespread perception in the 
market is that it wants to curtail its 
strengthening, which has been 2.1 percent so 
far this year. 

A strong peso currency makes Argentina's 

exports less competitive, undercutting a 
government goal of boosting sales of the 
country's goods abroad to help lift the economy 
out of a recession. 
The bank so far this month has bought $500 
million on the spot market after purchasing none 



 

PDM Network Weekly Newsletter on Emerging Markets 

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

  10 

in April and $600 million in all of March, 

according to the central bank. That helped take 

the peso to 15.54 per dollar on Wednesday, a bit 
weaker than 15.35 pesos on May 2.  
Nomura Securities this week said the 
interventions would likely seek to set a floor so 
the peso does not strengthen beyond 15.20 per 
dollar. 

"The heightened (foreign exchange) intervention 
may provide a floor of resistance; however we 
continue to expect real (peso) appreciation 
through 2Q17," Siobhan Morden, head of Latin 
America fixed income strategy, wrote in a 
report. A real foreign exchange rate factors in 

inflation. 
Argentina is expected to have inflation of 21.0 
percent this year, a central bank poll of 

economists showed earlier this month, well 
above the 17 percent ceiling of the bank's target 
range. The government says consumer prices 
rose 40.9 percent in 2016.  

To ease inflationary pressures, the central bank 
seeks to soak up pesos by offering high interest 
rates on its securities, including a 24.25 percent 
rate on its short-term Lebacs. 
But analysts say this policy runs counter to the 
perceived central bank aim to curtail peso 
currency strength. 

"It remains to be seen how effective this new 
(dollar-buying) measure is to curb the peso's 
appreciation," said Gustavo Ber, an economist at 
Estudio Ber, citing the appeal of high-yielding 

domestic bonds to foreign investors. 
Domestic bond buying by foreigners has the 

effect of dollars chasing pesos, which tends to 
strengthen the Argentine currency.  
A prevalent market view is that a weakening of 
the peso would spur grain exports since farmers 
would reap more pesos for their shipments 
abroad. 
"Some farmers are waiting for the dollar to 

increase in value (against the peso) before 
selling," said David Hughes, a farmer serving as 
president of Argentina’s Argentrigo wheat 
industry chamber.  
For the short term, the central bank has not laid 

out dollar-buying plans, but its medium-term 
goal is to purchase more hard currency. 

Last month, the president of the central bank, 
Federico Sturzenegger, said the bank sought to 
boost international reserves to 15 percent of 
gross domestic product, up from 10 percent 
currently, as the country eyes an investment 
grade credit rating.  

 
(Additional reporting by Hugh Bronstein, Luc Cohen 
and Hernan Nessi, Editing by W Simon) 
(( walter.bianchi@thomsonreuters.com ; +54 11 
4318-0633; Reuters Messaging: 
walter.bianchi.reuters.com@reuters.net )) 
 
 

Brazil 

Brazil Treasury tells Banco do Brasil to 

sell sovereign fund shares  

06-May-2017  

BRASILIA, May 5 (Reuters) - The Brazilian 

Treasury has told Banco do Brasil SA 
subsidiary BB DTVM to redeem shares in the 
Investment and Stabilization Fund (FFIE), 
which will require selling the shares over 24 
months, the bank said on Friday. 

In a securities filing, state-controlled Banco do 

Brasil, Latin America's largest bank, said the 
extended sales program would be carried out 
subject to market conditions. 
The sole shareholder of the FFIE is the Brazil 
Sovereign Fund (FSB). 
The Treasury instructed BB DTVM to "engage its 
best efforts to trade BB's shares in the most 

neutral possible way in terms of asset price 

impact, in order to ensure liquidity in its 
portfolio," the filing by the bank's CFO Alberto 
Monteiro de Queiroz said. 
Separately, the Finance Ministry said the 
recommendation was in line with its 

announcement in May last year that the sale of 
shares in the Brazil Sovereign Fund would go 
ahead over the next few years according to 
market conditions to get the best prices. 
Banco do Brasil shares closed 2.32 percent 
higher on Friday, at 33.11 reais a share. 
The FFIE fund groups controlling shareholders of 

the bank and has a 3.67 percent stake, or 
105,024,600 shares. 
 
(Reporting by Paula Arend Laier and Anthony Boadle; 
editing by Grant McCool) 
(( Twitter https://twitter.com/anthonyboadle Email 
anthony.boadle@tr.com ; +55 61 98204-1110; 
Reuters Messaging: 
anthony.boadle.thomsonreuters.com@reuters.net )) 
 
 

Brazil readies $18.5 billion public 

spending plan  

10-May-2017  
SAO PAULO, May 10 (Reuters) - Brazil plans to 

invest 59 billion reais ($18.50 billion) in 
public funds by the end of 2018 to accelerate 
the economic recovery and bolster aging 

infrastructure, newspaper Valor Econômico 
said on Wednesday. 

More than a third of that, or 22.7 billion reais, 
would fund transportation projects, such as 
highways, railroads and airports, the report 
added, citing documents presented to ministers 
on Tuesday. The remaining funds would be 
distributed among three areas: housing, sewage 

and urban transit; defense; and health, 
education, water projects, tourism and sports.  
President Michel Temer's administration will 
propose the "Avançar," or "Advance," program 
to replace an ongoing plan known as PAC, Valor 
reported. 

Representatives for the finance and planning 
ministries were not immediately available to 
comment. 
Temer's predecessor, Dilma Rousseff, introduced 
the PAC, or growth acceleration program, as her 

https://twitter.com/anthonyboadle
mailto:anthony.boadle@tr.com
rm://anthony.boadle.thomsonreuters.com@reuters.net/
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flagship policy in 2007 when she was chief of 

staff under leftist President Luiz Inácio Lula da 

Silva. 
Economists have said the program had little 
effect on growth and weighed on public 
finances as Brazil's economy, Latin America's 
largest, slipped into its deepest recession in 
decades. Rousseff and center-right Temer 
have slashed PAC's budget repeatedly in 
recent years to try to curb ballooning public 
debt and regain investors' trust.  

Increased public spending could make it harder 
for the government to plug a growing budget 
gap. It could also force additional austerity 
elsewhere at a time when the economy shows 
timid signs of recovery. 
Temer has pursued a plan to streamline the 
country's pension system to cut social security 

spending for years to come, triggering strong 
opposition. His infrastructure efforts have so far 
focused on privatization, with a successful 
airport auction in March demonstrating 
investors' interest in Brazilian assets. 
 
($1 = 3.1898 reais) 

(Writing by Bruno Federowski; Editing by Lisa Von 
Ahn) 
(( Bruno.Federowski@thomsonreuters.com ; 55 11 
5644 7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Panama 

Fitch Rates Panama's USD1.17B 2047 

Global Bonds 'BBB'  

08-May-2017  
NEW YORK, May 08 (Fitch) Fitch Ratings has 

assigned a 'BBB' rating to Panama's USD1.17 
billion global bond issuance maturing May 15, 
2047. The bonds have a coupon rate of 
4.500%. 
The proceeds will be used for general budgetary 

purposes and liability management transactions. 
KEY RATING DRIVERS 
The rating is in line with Panama's Long-term 

Foreign-Currency Issuer Default Rating (IDR) of 
'BBB'. 
RATING SENSITIVITIES 

The rating would be sensitive to any changes in 
Panama's Long-Term Foreign-currency IDR. On 
Feb. 15, 2017, Fitch affirmed Panama's Long-
term Foreign-currency IDR at 'BBB' with a Stable 
Outlook. 
 
Media Relations: Elizabeth Fogerty, New York, Tel: +1 
(212) 908 0526, Email: 
elizabeth.fogerty@fitchratings.com. 
Additional information is available on 

www.fitchratings.com 
 
 

Peru 

Peru authorizes state-run oil firm to 

issue up to $2 bln in bonds  

08-May-2017  

LIMA, May 7 (Reuters) - Peru's finance ministry 

has authorized state-run oil firm Petroperu to 
sell up to $2 billion in bonds to help finance 
the modernization of its main refinery, Talara.  
The authorization, published in the government's 
official gazette on Sunday, is less than the $3 

billion Petroperu had approved at a board 
meeting in early March. 
 
(Reporting by Marco Aquino; Writing by Caroline 
Stauffer; Editing by Paul Tait) 
(( caroline.stauffer@tr.com ; + +54 11 4510 2591, + 
+54 9 11 5830 7443 ; Reuters Messaging: 
caroline.stauffer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/carostauffer) ) 
 
 

Fitch says Peru's low debt levels 

mitigate risks from higher deficits  

10-May-2017  
May 10 (Reuters) -  
Fitch says Peru's low debt levels mitigate 
risks from higher deficits. 
Fitch says Peru's recently proposed budget 

deficit increase will weigh on its balance sheet 
and raise government debt levels. 

Fitch says many of Peru's fiscal metrics are 
better than 'BBB' median and this strong starting 
point will help Peru absorb shock to fiscal 
accounts. 

Fitch on Peru - if growth continues to 
underperform, country's low revenue base could 

become a risk to public finances. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

AFRICA 
 
 

 

Egypt 

Egypt expects second instalment of 

IMF loan in second half of June  

07-May-2017  
CAIRO, May 7 (Reuters) - Egypt expects to 

receive the second instalment of its loan from 
the International Monetary Fund in the second 
half of June, Finance Minister Amr El-Garhy 
said on Sunday.  

He told a news conference that the IMF's review 

of Egypt's economic reforms was going well.  
The IMF approved a $12-billion, three-year loan 
programme to Egypt in November and paid out 
$2.75 billion of the first $4 billion tranche of the 
loan. An IMF team is in Cairo this week 
conducting a review of Egypt's reform efforts to 

decide when the next $1.25 billion will be 

disbursed.  
 
(Reporting by Abdel Rahman Adel,; Writing by Lin 
Noueihed; Editing by Giles Elgood) 
(( lin.noueihed@thomsonreuters.com ; +202 2 394 
8039; Reuters Messaging: 

mailto:Bruno.Federowski@thomsonreuters.com
rm://bruno.federowski.thomsonreuters.com@reuters.net/
http://www.fitchratings.com/
mailto:caroline.stauffer@tr.com
rm://caroline.stauffer.thomsonreuters.com@reuters.net/
https://twitter.com/carostauffer
mailto:Bangalore.newsroom@thomsonreuters.com
mailto:lin.noueihed@thomsonreuters.com
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lin.noueihed.thomsonreuters.com@reuters.net )) 
 
 

Egypt plans new Eurobond issue end 

May or early June  

07-May-2017  
CAIRO, May 7 (Reuters) - Egypt plans to issue 

a new Eurobond at the end of May or start of 
June, Finance Minister Amr El Garhy said on 
Sunday, after finding strong investor appetite 
for its $4 billion issuance in January.  
Garhy said at the end of April that Egypt was 
considering a $1.5-$2 billion Eurobond offering 
in the coming weeks. 
Egypt sold $4 billion of Eurobonds in three 

tranches in January, raising twice a much as 
targeted and at lower yields than expected. 

 
(Reporting by Abdel Rahman Adel,; Writing by Lin 
Noueihed,; Editing by Giles Elgood) 
(( lin.noueihed@thomsonreuters.com ; +202 2 394 
8039; Reuters Messaging: 
lin.noueihed.thomsonreuters.com@reuters.net )) 
 
 

Egypt passes delayed investment law 

to smooth business, attract dollars  

07-May-2017  
By Ehab Farouk 
CAIRO, May 7 (Reuters) - Egypt's parliament 

on Sunday passed a long-delayed investment 
law to streamline doing business in Egypt and 

to create incentives it hopes will bring back 
investors' dollars after years of turmoil. 

Egypt floated its pound currency last November 
and accepted a three-year $12 billion IMF 
programme tied to ambitious economic reforms, 
part of a bid to restore capital flows that dried 
up after its 2011 uprising drove away investors 
and tourists. 

The new law is expected to boost badly needed 
investment by cutting down bureaucracy, 
especially for starting new projects, and 
providing more incentives to investors looking to 
put money in Egypt. 
"A large number of investors were waiting 

impatiently for the law in order to understand 

the investment environment in Egypt and its 
incentives, especially with regards to the cost of 
starting a project and incentives for land," said 
Reham El-Desouki, an economist at Arqaam 
Capital. 
The government approved an earlier version of 

the investment law in 2015 that it said would 
bolster investor confidence, but the legislation 
was criticised for coming up short. 
The new investment law includes a raft of new 
incentives, such as a 50 percent tax discount on 
investments made in underdeveloped areas and 
government support for the cost of connecting 

utilities to new projects. 

One provision will return to investors half of 
what they pay to acquire land for industrial 
projects if production begins within two years. 
The law also restores private sector free zones - 
areas exempt from taxes and customs - a 

provision that had held up the law's passage 

because of objections over whether to forfeit tax 

revenues at a time of austerity.  
Egypt's direct foreign investment jumped 39 
percent in the first half of the current fiscal 
year ending in June to reach$4.3 billion. 

"In light of current conditions, the investment 
incentives are needed. The incentives will give a 
push to investors to come to Egypt," said 

Mohamed Abu Basha, an economist at EFG 
Hermes. 
 
(Reporting by Ehab Farouk; Additional reporting by 
Nashaat Hamdi; Writing by Eric Knecht; Editing by Ros 
Russell) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
 
 

Ivory Coast 

Ivory Coast trims budget, growth 

forecast for 2017  

10-May-2017  

ABIDJAN, May 10 (Reuters) - Ivory Coast cut 

its 2017 growth forecast and budget on 
Wednesday, as its economy seeks to weather 
sharp falls in the price of cocoa, its main crop. 

The budget will be trimmed by around 50 billion 
CFA francs ($84 million), the government said 

on Wednesday, narrowing projected cuts from a 
previously announced 200 billion CFA francs. 

Ivory Coast has emerged from a decade-long 
political crisis capped by a 2011 civil war as 
Africa's fastest growing economy. However, both 
revenue cuts from weaker cocoa prices and 
pressure from the army for payouts are placing 
strain on public finances. 
President Alassane Ouattara said last month that 

falling prices for its top export meant spending 
plans would have to be scaled back sharply. 
"The socioeconomic environment has been 
marked by a drop of 35 percent in the price of 
cocoa and a rebound of oil prices," government 
spokeswoman Anne Ouloto told reporters after a 

cabinet meeting. 

"It's in this context that the budget was 
revised," she added, without explaining why the 
cuts were smaller than those previously 
announced. 
Total budget spending this year is now projected 
at 6.448 trillion CFA francs ($10.79 billion) 

versus 6.501 trillion CFA francs ($838.52 
million) proposed late last year.  
Ouloto, who is also a minister, added that the 
government had cut growth forecast for 2017 to 
8.5 percent from 8.9 percent, without 
elaborating. 
Ivory Coast is expected to seek additional loans 

from the International Monetary Fund. It is 

currently running a programme worth $659 
million over three years.  
 
($1 = 597.4800 CFA francs) 
(Reporting by Loucoumane Coulibaly; Writing by 

rm://lin.noueihed.thomsonreuters.com@reuters.net/
mailto:lin.noueihed@thomsonreuters.com
rm://lin.noueihed.thomsonreuters.com@reuters.net/
mailto:eric.knecht@thomsonreuters.com
rm://eric.knecht.thomsonreuters.com@reuters.net/
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Emma Farge; editing by John Stonestreet) 
(( emma.farge@thomsonreuters.com ; +221 33 864 
5077; Reuters Messaging: 
emma.farge.thomsonreuters.com@reuters.net )) 
 
 

Kenya 

Kenya offers 10-, 15-year re-opened 

bonds worth 40 bln shillings  

09-May-2017  
NAIROBI, May 9 (Reuters) - Kenya will sell two 

Treasury bonds worth 40 billion shillings 
($388.2 million) this month under its regular 
issuance programme, the central bank said on 
Tuesday. 
The two bonds, which will be a re-opened 10-
year Treasury bond and a re-opened 15-year 

Treasury bond, will be auctioned on May 17, the 
central bank said. 
The 10-year bond comes with a coupon of 9.307 
percent while the other bond has a coupon of 
12.5 percent, the central bank said, adding the 
bonds will possibly be rediscounted at 3 percent 

over the market yield or the coupon rate.  
 
($1 = 103.0500 Kenyan shillings) 
(Reporting by Duncan Miriri; Editing by Jacqueline 
Wong) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 

Namibia 

Namibia secures $750 million loan 

from African Development Bank  

11-May-2017  
WINDHOEK, May 11 (Reuters) - Namibia has 

secured a 10 billion Namibian dollars ($750 
million)loan from the African Development 

Bank to finance its budget deficit and 
infrastructure projects, Finance Minister Calle 
Schlettwein said on Thursday. 

Namibia's budget deficit is expected to narrow to 
3.6 percent of GDP in the current 2017/18 fiscal 
year from 6.3 percent in the prior year. 
Schlettwein said the loan will be distributed over 
a two-year period with N$6 billion allocated for 

budget support, while N$4 billion will be used to 
finance infrastructure in sectors such as 
transport and renewable energy. 
The Namibia government is facing a severe 
cash crunch that has resulted in budget cuts, 
as well as liquidity constraints in the domestic 
market, characterised by persistent 
undersubscription of government debt 
instruments. 

“The domestic market remains the government’s 

primary source of funding the budget deficit. 
This programme-based operation is thus a time-
bound measure to supplement what the 
domestic market could provide, while liquidity 
conditions improve,” Schlettwein said. 
 

($1 = 13.3260 Namibian dollars) 
(Reporting by Nyasha Nyaungwa; Editing by Olivia 
Kumwenda-Mtambo and Pritha Sarkar) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 

olivia.kumwenda.thomsonreuters.com@reuters.net )) 
 
 

Nigeria 

Nigerian parliament passes record 

budget to escape recession  

11-May-2017  
By Camillus Eboh 
ABUJA, May 11 (Reuters) - Nigeria's parliament 

signed off on a record 7.44 trillion naira 
($24.4 billion) budget for 2017 on Thursday, 
aiming to drag Africa's biggest economy out 
of its first downturn in quarter of a century, 

lawmakers said. 

The oil producer is in its second year of 
recession, brought on by low global crude prices 
that have slashed government revenues, 
weakened the naira currency and caused chronic 
dollar shortages. It has also been wrestling with 
an Islamist insurgency in the north and militant 

attacks in the Delta crude-producing region. 
The budget is based on an assumed oil price this 
year of $44.5 a barrel, while global benchmark 
Brent crude is currently trading above $50. The 
plan also entails foreign borrowing of 175.9 

billion naira and domestic borrowing of 1.488 
trillion naira. 

"We do hope that this budget of recovery...will 
go a long way to help Nigeria to come out of the 
economic recession and bring growth," Senate 
President Bukola Saraki told lawmakers. 
Both chambers of parliament agreed to a bigger 
budget than the 7.298 trillion naira draft 
submitted by President Muhammadu Buhari in 

December. 
The budget must now be signed by the president 
to become law. Buhari is on leave in Britain and 
on Sunday handed over power to his deputy 
Yemi Osinbajo, who will sign the budget in 
Buhari's absence. 

The plan includes 1.84 trillion naira to service 
loans and projects a deficit of 2.21 trillion naira, 
implying a deficit equivalent to 2.18 percent of 
Nigerian GDP. 
Last August Nigeria approved a three-year 
plan to borrow more from abroad so that 40 
percent of its loans would come from 
offshore, compared with the previous 16 
percent, and to extend its debt maturity 

profile. 
It planned to borrow as much as $10 billion 
from debt markets, with about half of that 
coming from abroad to lower its funding cost, 
but it has struggled to tap concessionary 
loans from the World Bank. 

The government had initially planned to borrow 
to 1.25 trillion naira from the local market and 
1.067 trillion naira abroad this year. 

Economist says the increase in domestic loans 
was a sign that the country was struggling to 
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attract interest offshore and could mean an 

about-turn from its foreign borrowing plans 

which has sent interest rates higher at home. 
The government's local-currency debt spiked 
to 13.88 trillion naira last year, up from 8.83 
trillion in 2015, and is set to rise further. 

Last year's budget - passed in May 2016 - was 
delayed for months due to disagreements 
between lawmakers and the presidency, cutting 

the supply of government money and deepening 
the economic crisis. 
Osinbajo, a lawyer who is seen as more friendly 
to business than Buhari, chaired cabinet 
meetings during the president's previous 
medical leave and played an active role in 
driving policy changes. 

 
($1 = 304.60 naira) 
(Reporting by Camillus Eboh, Alexis Akwagyiram and 
Chijioke Ohoucha; Writing by Ulf Laessing; Editing by 
John Stonestreet and Hugh Lawson) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing)) 
 
 

 

Nigeria to auction 110 bln naira in 

treasury bill  

12-May-2017  
LAGOS, May 12 (Reuters) - Nigeria plans to 

auction 110 billion naira ($350 million) of 
treasury bills on May 17, the central bank said 
on Friday. 
The bank plans to sell 32.43 billion naira of 
three-month debt, 22.82 billion naira of six-

month bills and 55.68 billion naira of one-year 
notes, using a Dutch auction system. 
Settlement will be the day after. 

The government issues treasury bills twice a 
month to finance its budget deficit, help lenders 
manage liquidity and control inflation. 
The bank has increased the frequency of 
treasury bill sales recently to soak up excess 

liquidity, a move to curb pressure on the local 
naira currency. 
 
($1 = 314.50 naira) 
(Reporting by Oludare Mayowa; Editing by Chijioke 
Ohuocha) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 
 

Rwanda 

Rwanda to sell seven-year T-bond in 

May  

10-May-2017  
KIGALI, May 10 (Reuters) - Rwanda will sell a 

seven-year Treasury bond worth 10 billion 
francs($12.08 million)this month to fund 
infrastructure projects, the central bank said 
on its website. 

Bids for the bond, whose coupon will be 
determined by the market, will be received from 

May 22 to May 24. 

Rwanda has been issuing bonds as part of a plan 

to develop its tiny capital market as well as fund 
infrastructure projects in the land-locked nation 
of 11 million people, which wants to reduce its 
dependence on aid to finance its national 
budget.  
 
($1 = 827.5400 Rwandan francs) 
(Reporting by Clement Uwiringiyimana; Editing by 
George Obulutsa) 
(( Clement.Uwiringiyimana@thomsonreuters.com ; 
+250 784 031935; Reuters Messaging: 
Clement.Uwiringiyimana.thomsonreuters.com@reuters
.net )) 
 

EMERGING MARKET 

 

Emerging market CDS volume hits 

highest level in 3 years   

08-May-2017  

By Dion Rabouin 
May 8 (Reuters) - Trading volume for emerging 

market credit default swaps rose to $404 
billion in the first quarter of 2017, up 11 
percent from the corresponding period last 
year and 32 percent higher than the fourth 
quarter of 2016, according to a survey of 13 
major dealers released on Monday. 

The largest CDS volumes during the quarter 
were those on Brazil at $51 billion, following by 

Turkey at $48 billion and Mexico at $40 billion.  
Brazil's state-controlled oil company Petrobras 
and Venezuela's national oil company PDVSA 
had the highest of the survey's nine corporate 
CDS contracts, with approximately $1.7 billion 
each. 
EMTA, the emerging markets debt trading and 
investment industry trade association, said 
emerging market CDS volume was the highest 
reported in three years. 

EMTA collected data from 13 large international 
banks and broker-dealers on emerging market 
CDS contracts. Participants were asked to report 

their CDS volumes on 21 emerging market 
countries and nine emerging market corporate 

issuers.  
 
(Reporting by Dion Rabouin; Editing by Paul Simao) 
(( Dion.Rabouin@thomsonreuters.com ; +1 646 223 
5946; Reuters Messaging: 
dion.rabouin.reuters.com@reuters.net )) 
 

GLOBAL 

 

Global default risks mostly receded in 

past year 

09-May-2017  
LONDON, May 9 (Reuters) - Risk perception for 

most of the world's countries have improved 
in the past year, according to a Standard 

mailto:Ulf.Laessing@thomsonreuters.com
https://twitter.com/ulflaessing)
mailto:oludare.mayowa1@thomsonreuters.com
mailto:Clement.Uwiringiyimana@thomsonreuters.com
rm://Clement.Uwiringiyimana.thomsonreuters.com@reuters.net/
rm://Clement.Uwiringiyimana.thomsonreuters.com@reuters.net/
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Chartered analysis of credit default swaps 
(CDS), contrasting with deterioration in 

France, Italy, the United States and Germany. 
CDS are derivatives used by investors to 
hedge against a default or restructuring of 
debt. The higher the risk of default, the higher 
the CDS spread. 

StanChart said in a report on Tuesday that the 
CDS spreads of 35 countries showed Venezuela, 
Greece and Ukraine are still perceived as the 
sovereigns most at risk of default, with 

Venezuela trading with spreads of more than 
3,000 basis points. 
But 31 of the countries, including the above, saw 
spreads tighten since March 2016, it said, 
attributing the gains to oil's price rise and 
improving economic growth across the 

developing world.  
"The main message – of an improving global 
picture – is in line with our own global GDP 
forecast: we see real GDP growth edging up 
markedly by 0.5 percentage point to 3.6 percent 
in 2017 ... This would be the strongest 
acceleration of global output since 2010," the 

bank told clients. 
But it said a packed election calendar had driven 
a sharp rise in French and Italian CDS, with the 
former having widened as much as 65 percent 
on fears that the right-wing Marine le Pen could 
win presidential elections held in April-May 2017.  
That possibility was done away last weekend as 

centrist Emmanuel Macron scored a decisive 

second-round win over Le Pen. French CDS have 
since fallen to around 30 bps, according to IHS 
Markit, after surging above 60 bps in February. 
CDS for Italy, which goes to the polls early next 
year with a plethora of eurosceptic parties in the 

running, rose by 42 percent in the past year, 
according to StanChart. 
U.S. CDS meanwhile widened by 13 percent 
over a year marked by the election of Donald 
Trump as President on a anti-globalisation, anti-
immigration platform.  
German CDS widened five percent, which 

StanChart attributed to "perceived contagion 
effects for the country, reflecting its role as the 
engine of the euro area". 

 
(Reporting by Sujata Rao, editing by Larry King) 
( sujata.rao@thomsonreuters.com ; 44 20 7542 6176 
; Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net)  
 

 
 

 


