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ASIA 
 

IMF warns trade friction, market 

turmoil to hurt Asian growth  

12-Oct-2018  
•Trade woes to cut Asian growth by up to 0.9 
pct - IMF 
•Headwinds to region's growth could persist - 
IMF 
•Adds emerging market turmoil could worsen 
•Urges policymakers to save ammunition for 
worst times 

By Leika Kihara 

NUSA DUA, Indonesia, Oct 12 (Reuters) - 
Sustained trade tensions could slash Asia's 
economic growth by up to 0.9 percentage 
point in coming years, the International 
Monetary Fund said, urging policymakers in 
the region to liberalise markets to offset the 

fall in export sales. 

The IMF also warned in its twice-yearly report on 

the Asia Pacific region that the market rout seen 
in emerging economies could worsen if the U.S. 
Federal Reserve and other major central banks 
tightened monetary policy more quickly than 

expected. 
"Turmoil already seen in some emerging market 
economies could worsen, with negative 
spillovers to Asia through reduced capital flows 
and higher funding costs," it said. 
Changyong Rhee, director of the IMF's Asia 
and Pacific Department, said there would be 
no winners in Asia from the global trade 

frictions, as other countries won't be able to 
compensate fully for supply chain disruptions in 
China and the United States - the world's top 

two economies. 
"Today's growth headwinds, from financial 
market tightening to trade tensions, could 
persist for some time," he told a briefing on the 

report. 

mailto:Publicdebtnet.dt@tesoro.it
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"For this reason, it will be important for 

policymakers to save their ammunition for when 

it is truly needed," he said. 
The IMF maintained its forecast that Asia's 
economy will expand by 5.6 percent this year 
but cut its projection for next year to 5.4 
percent, down by 0.2 point from April. 
The downgrade was due to the impact of 

financial market stress and monetary tightening 
in some economies, as well as the damage from 
the tit-for-tat tariff actions between the United 
States and China, the IMF said. 
Existing, proposed and new retaliatory tariffs 
could cause maximum gross domestic product 

(GDP) losses of 1.6 percent in China and close to 
1 percent in the United States, it said. 
Other countries in Asia, many of which supply 

goods to China through global value chains, 
would also see their economies slow 
substantially, the IMF said. 
With all these factors combined, growth in 
Asia could drop by up to 0.9 point over the 

next couple of years, the IMF estimated. 

"Sustained trade tensions could further 
undermine confidence, hurt financial markets, 
disrupt supply chains, and discourage 
investment and trade," the report said. 
While short-term stimulus measures are likely to 
offset much of the impact, policymakers in the 

region could also mitigate the damage by 
liberalising their own markets, particularly in the 
service sector, the IMF said. 

"There will be winners and losers, and effecting 
such reforms will be difficult and will take time, 
but the aggregate welfare gains would be 
substantial," it said. 

 
(Reporting by Leika Kihara; editing by Eric Meijer & 
Shri Navaratnam) 
(( leika.kihara@thomsonreuters.com ; +813-6441-
1828; Reuters Messaging: 
leika.kihara.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bahrain 

Bahrain does not plan new dollar bond 

issue this year  

09-Oct-2018  
By Davide Barbuscia 
DUBAI, Oct 9 (Reuters) - Bahrain does not plan 

to issue new U.S. dollar-denominated bonds 
this year, a central bank official told investors 
on Tuesday, after the kingdom secured a $10 
billion aid package from Gulf neighbours last 
week, one source said. 

A government spokesperson confirmed that in 
light of the government's recently announced 
fiscal balance programme, there was no plan to 
issue a new bond this year. 

Bahrain, which was hit hard over the past few 
years by a slump in oil prices, is one of the 
financially weakest states in the Gulf, with a 
public debt estimated at 85.5 percent of gross 
domestic product in 2018. 

It has increasingly relied on external funding to 

refill its state coffers, but in March it had to 

cancel a planned sale of international 
conventional bonds as investors demanded 
higher yields. 
An agreement signed last week with Gulf allies 
Saudi Arabia, the United Arab Emirates and 
Kuwait for a $10 billion aid package tied to fiscal 

reforms has averted the risk of a credit crunch. 
During a call with bond investors on Tuesday, 
Shaikh Salman Bin Isa Al-Khalifa, executive 
director of banking operations at Bahrain's 
central bank, said that Bahrain does not have 
any funding requirements for this year and does 

not envisage tapping the international debt 
markets, said the source. 
During the call the official reiterated that 
Bahrain's debt stock is expected to fall over 
the coming years and that the $10 billion 
financial support will be used to reduce its 
borrowing needs, previously estimated at $20 
billion over five years.  

Bahrain's agreement with its Gulf neighbours is 
tied to a comprehensive plan of economic 

reforms, called the fiscal balance programme, 
aimed at fixing the country's finances and 
eliminating its budget deficit by 2022. 
It was announced as the kingdom prepares to 
hold elections next month, the second ballot 
since 2011 when protesters took to the streets 

demanding democratic change. 
The fact that Bahrain has no immediate fund-
raising needs adds up to a positive narrative 
for the country, which includes the financial 
aid, but also a pickup in Bahrain's foreign 

reserves, as well as rising oil prices, said Doug 
Bitcon, head of credit strategies at Dubai-based 
Rasmala Investment Bank.  
The central bank's net foreign reserves hit a 

one-year low of 499.4 million dinars ($1.3 
billion) in July, although they rebounded to 
734.2 million dinars in August. 
The rebound and the financial aid package have 
reassured investors that Bahrain can redeem a 
$750 million Islamic bond due next month. 

 
($1 = 0.3768 Bahraini dinars) 
(Reporting by Davide Barbuscia; Editing by Susan 
Fenton) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Fitch Says Gulf Funds To Support 

Difficult Fiscal Adjustment In Bahrain  

10-Oct-2018  
Oct 10 (Reuters) - Fitch: 
Fitch says Gulf funds to support difficult fiscal 
adjustment in Bahrain. 

Fitch says Bahrain's $10 billion support package 

will help restore external market access while 
government works to stabilise its public 

finances. 
Fitch says rebound in oil revenue could 
significantly reduce Bahrain's deficit and 
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potentially stabilise debt. 

Fitch, on Bahrain, says now expect vat to come 

into effect in 2020 instead of 2019, given 
complexities involved. 
 
(( Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 
 

Bahrain to receive up to $2 billion, first 

slice of Gulf aid   

11-Oct-2018  
By Aziz El Yaakoubi 
DUBAI, Oct 11 (Reuters) - Bahrain will receive 

up to $2 billion from its Gulf neighbours 

before the end of the year as the first 
installment of an aid package, and some funds 
have already arrived in state coffers, officials 
said on Thursday. 

Last week, Saudi Arabia, the United Arab 
Emirates and Kuwait offered a $10 billion aid 
package over five years (2018-2022) to avoid 
the risk of a debt crisis in the island kingdom, in 

a deal tied to fiscal reforms. 
Bahrain’s finances have been hit hard by a 
slump in oil prices in 2014 and the small 
country has been struggling to cut 
government spending while avoiding public 
anger over austerity measures. 

Two officials, who declined to be named, said $2 
billion would arrive before the end of the year 
and would figure in the 2019 budget. Another $2 

billion, due by the end of 2019, may also be 
reflected in the budget, one official added. 
The funds will help the kingdom, which is 
holding parliamentary elections in November, as 
it implements new fiscal reforms, the officials 
said. 
It also makes sense economically and politically 

for the three wealthy Gulf states, which are 
diplomatic allies of Bahrain. Any collapse of 
Bahrain’s currency or a credit crunch could 
undermine confidence throughout the region. 
Bahrain released a 33-page fiscal plan last week 
after signing the agreement with its Gulf 
neighbours to fix its debt-burdened finances and 

abolish its budget deficit by 2022. Manama had 
projected a $3.5 billion budget deficit in 2018. 
ELECTIONS 
The plan, which promises further cuts in 
public spending, comes at a sensitive time as 
Bahrain prepares for elections, the second 
ballot since 2011 when protesters took to the 
streets demanding democratic change. 

A government spokesperson confirmed that 
Bahrain has received some funds as part of the 
aid package, but declined to give details. 
The spokesperson said the approval of a value-
added tax law and the establishment of a 
national taxation body (among other measures) 
demonstrated the government’s commitment to 

“delivering swift, comprehensive reform”. 
The support from other Gulf powers came after 
investors started doubting Manama’s ability to 
pay back its debt and asked for higher returns, 
which prompted the government to cancel a 
bond sale in March.  

Bahrain does not plan to issue new U.S. dollar-

denominated bonds this year, a central bank 

official told investors on Tuesday, one source 
told Reuters. 
The yield on Bahrain’s dollar bond due 2023 
edged down 6 basis points to a seven-month low 
of 5.64 percent on Friday after the Gulf state 
announced the aid package from its neighbors. 

 
(Reporting By Aziz El Yaakoubi, Editing by Andrew 
Heavens) 
(( aziz.elyaakoubi@thomsonreuters.com ; 
+971552994086; Reuters Messaging: 
aziz.elyaakoubi.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China 

IMF chief says China faces balancing 

act as it seeks to maintain growth  

11-Oct-2018  
NUSA DUA, Indonesia, Oct 11 (Reuters) - 
International Monetary Fund Managing 
Director Christine Lagarde said on Thursday 

that she believes Chinese authorities are 
trying to maintain growth and stability in the 
face of a trade conflict with the United States, 
but added that this is a "complicated" 
balancing act. 

"The Chinese authorities are certainly looking at 

options, I would think, in order to maintain a 
level of growth that would keep the economy 
under control, and we are seeing recent 

decisions from the PBOC to that effect," Lagarde 
said during a discussion at the IMF and World 
Bank annual meetings in Bali. 
"I think that it's a complicated equation, where 
they have to both use the flexibility that is 
available, but at the same time be very attentive 

to their fiscal position," she added. 
 
(Reporting by David Lawder 
Editing by Shri Navaratnam) 
(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China draws final orders of US$13.2bn 

for US$3bn bond issue  

12-Oct-2018  
HONG KONG, Oct 12 (IFR) - China's US$3bn 

Reg S unrated sovereign bond offering has 
drawn robust demand despite global market 
volatility, with final orders of US$13.2bn, or 
4.4 times the issue size. 

The People's Republic of China, rated A1/A+/A+, 

acting through the Ministry of Finance, issued 
US$1.5bn 3.25% five-year, US$1bn 3.5% 10-

year and US$500m 4.0% 30-year notes 30bp, 
45bp and 70bp wide of Treasuries, inside 50bp 
area, 65bp area and 90bp area guidance, 
respectively. 
"High-quality sovereign bonds like China, indeed 

mailto:Publicdebtnet.dt@tesoro.it
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benefit from such a risk-off environment as 

investors seek safe-haven assets. Moreover, 

there was no competition as there were no other 
new US dollar bond new issues in Asia on the 
same day," a banker on the deal said. 
Research firm CreditSights said while China 
faces risks amid escalating US-China trade 
tensions, which could result in slower growth, 

the risks to external sovereign creditors are 
particularly low. China's foreign-exchange 

reserves still amount to more than 2.5 times 
the entire stock of foreign currency external 

debt, it noted. 
Final pricings were within market expectation 
and mainly made reference to China's existing 

curve as well as South Korea's US dollar 
sovereign bonds. 

ANZ saw fair value at Treasuries plus 30bp, 
50bp, and 70bp for the three respective 
tranches. This would imply a new issue 
concession of just 5bp–10bp, and put the 10 and 
30-year bonds flat to South Korea’s sovereign 

US dollar curve. 
Nomura's trading desk saw fair value of 35bp, 
50bp and 70bp wide of Treasuries, respectively 
while Credit Sights expected the bonds to price 
at around 30bp, 40bp and 65bp wide of 
Treasuries, respectively. 
But the weak overall market backdrop and the 

US-China trade war still made the new issue not 
as strong as last year's sovereign bond issue, 
the first in US dollars since 2004, while spreads 

were also wider than last year following the sell-
off across emerging market assets triggered by 
interest rate increases in the US. 
China’s US$2bn offering a year ago priced at a 
tiny spread over US Treasuries, cementing the 
country’s position as an economic 
heavyweight in global debt capital markets 
while also repricing the dollar curve for state-

owned Chinese banks and corporate issuers. 
Last year's issue attracted US$21bn in final 
orders, or 10.5 times the issue size. 
For the latest three-part deal, the five-year 

tranche attracted final orders of US$6.3bn from 
115 accounts. Of the notes, 77% went to Asia, 
21% to Europe, and 2% to US offshore. By 

investor type, 24% went to fund managers, 49% 
to banks, 25% to public sector, and 2% to 
insurance, provident funds and private banks. 
Final orders for the 10-year tranche stood at 

US$4.9bn from 108 accounts. Of the notes, 67% 
went to Asia, 29% to Europe, and 4% to US 
offshore. By investor type, 41% went to fund 
managers, 48% to banks, 7% to public sector, 
3% to insurance and provident funds, and 1% to 
private banks. 

For the 30-year tranche, final orders were 
US$2bn from 111 accounts. Of the notes, 59% 
went to Asia, 35% to Europe, and 6% to US 
offshore. By investor type, 65% went to fund 

managers, 25% to banks, 6% to insurance and 
provident funds, and 4% to private banks and 
others. 

Bank of China, Bank of Communications, China 
Construction Bank, China International Capital 
Corporation, Credit Agricole, CTBC Bank, 

Deutsche Bank, Goldman Sachs, HSBC, JP 

Morgan, Mizuho Securities and Standard 

Chartered Bank were joint lead managers and 
joint bookrunners. 
Proceeds from the issue will be used for general 
governmental purposes. 
 
(Reporting by Carol Chan; Editing by Vincent Baby) 
(( C.Chan@thomsonreuters.com ; +852 2912 6604; )) 

(c) Copyright Thomson Reuters 2018. 
 
 

China prints US$3bn bonds, navigates 

market volatility  

12-Oct-2018  

By Carol Chan 
HONG KONG, Oct 12 (IFR) - China on Thursday 

managed to print a US$3bn Reg S unrated 
sovereign bond with tight pricings and strong 
orders despite global market volatility. 

However, the weak overall market backdrop and 
the US-China trade war meant the new issue not 
was as spectacular as last year's return to the 

US dollar bond market by the sovereign for the 
first time since 2004. In particular, spreads were 
wider than a year ago following the sell-off 
across emerging market assets triggered by 
interest rate increases in the US.  
The People's Republic of China, rated A1/A+/A+, 
acting through the Ministry of Finance, issued 

US$1.5bn 3.25% five-year, US$1bn 3.5% 10-

year and US$500m 4.0% 30-year notes 30bp, 
45bp and 70bp wide of Treasuries, inside 50bp 
area, 65bp area and 90bp area guidance, 
respectively. Final orders reached US$13.2bn, or 
4.4 times the issue size. 
A banker from a Chinese bank on the deal said 

the syndicate had discussed whether to give 
more generous initial price guidance 
yesterday morning following an overnight 

tumble on Wall Street, where US stocks 
suffered their worst fall in eight months, but had 
decided to stick to the original plan. 
"We set IPG ahead of the sudden slump of US 
stocks. We are aware that investors will ask for 

more concession for the new issue due to the 

market situation. But we think high-quality 
sovereign bonds like China indeed should benefit 
from such a risk-off environment as investors 
seek safe-haven assets. So we just adhered to 
the IPG level we had set earlier," the banker 
said. 

The weak market backdrop impacted investor 
participation and order book size. "But overall 
books remained strong and the deal still 
attracted lots of high-quality investors including 
central banks and sovereign wealth funds. And 
the final pricings were at the tight end of what 

the syndicate had expected," the banker said. 
PRICING WITHIN EXPECTATIONS 
Final pricings were within market 
expectations and mainly made reference to 
China's existing curve as well as South 
Korea's US dollar sovereign bonds.  

Nomura's trading desk saw fair value of 35bp, 
50bp and 70bp wide of Treasuries, respectively 
while CreditSights expected the bonds to price at 

mailto:Publicdebtnet.dt@tesoro.it
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around 30bp, 40bp and 65bp wide of Treasuries, 

respectively.  

ANZ saw fair value at Treasuries plus 30bp, 
50bp, and 70bp for the three respective 
tranches. This implied a new issue concession of 
just 5bp–10bp, and put the 10 and 30-year 
bonds flat to South Korea’s sovereign US dollar 
curve. 

Ahead of the announcement of China's IPG, 
South Korea's 3.50% 2028s and 3.875% 2048s 
were quoted 61bp/57bp and 74bp/69bp wide of 
Treasuries. 
China’s US$2bn offering a year ago priced at a 
tiny spread over US Treasuries, cementing the 
country’s position as an economic 
heavyweight in global debt capital markets 

while also repricing the dollar curve for state-

owned Chinese banks and corporate issuers. 
Last year's issue attracted US$21bn in final 
orders, or 10.5 times the issue size. 
For the latest three-part deal, the five-year 
tranche attracted final orders of US$6.3bn from 
115 accounts. Of the notes, 77% went to Asia, 

21% to Europe, and 2% to US offshore. By 
investor type, 24% went to fund managers, 49% 
to banks, 25% to public sector, and 2% to 
insurance, provident funds and private banks. 
Final orders for the 10-year tranche stood at 
US$4.9bn from 108 accounts. Of the notes, 67% 
went to Asia, 29% to Europe, and 4% to US 

offshore. By investor type, 41% went to fund 
managers, 48% to banks, 7% to public sector, 

3% to insurance and provident funds, and 1% to 
private banks. 
For the 30-year tranche, final orders were 
US$2bn from 111 accounts. Of the notes, 59% 
went to Asia, 35% to Europe, and 6% to US 

offshore. By investor type, 65% went to fund 
managers, 25% to banks, 6% to insurance and 
provident funds, and 4% to private banks and 
others. 
This year's issue was more reliant on Asian 
support than last year's. Asia accounted for 
52% and 47% of last year's five-year and 10-
year tranches, respectively, in terms of final 

orders. 

US-CHINA TENSIONS 

Ongoing US-China trade tensions and stress in 
emerging markets have dented investors' risk 
appetite. 
“Overall market sentiment is considerably 
weaker than last year. But among emerging 

markets, China is more resilient. Neither China’s 
CDS or its dollar sovereign bonds widened much 
amid the recent emerging markets sell-off,” 
another banker on the deal had said. 
Anitza Nip, head of fixed income research at 
Union Bancaire Privée (UBP), said although it 
was difficult to predict if trade frictions would 

deteriorate further, so far, however, the 
downside growth risk to China had not been 

substantial.  
"Beijing can afford to maintain its measured and 
gradual policy response and growth recovery 
should be more visible down the road as the 

earlier impact of deleveraging starts to fade. 
This should include fiscal measures as Beijing 

can trim certain tax rates or tax buckets to 

support targeted industries (infrastructure, 

technology and some SMEs) and the household 
sector, without embarking on a sizeable fiscal 
stimulus package," Nip said. 
Still, it would be important to watch for any 
potential contagion into non-trade measures and 
a different level of hostility, which might then 

result in a greater risk premium being placed on 
the Chinese market, she said. 
CreditSights said while China faces risks amid 
escalating US-China trade tensions, which could 
result in slower growth, the risks to external 
sovereign creditors are particularly low. China's 

foreign-exchange reserves still amount to more 
than 2.5 times the entire stock of foreign 
currency external debt, it noted. 
China's MoF said in a statement on its website 
that against the backdrop of violent 
fluctuations in global capital markets, the 
successful bond issue further improved the 
yield curve of China's sovereign foreign 
currency bonds and highlighted "the strong 
confidence of international investors in 

China's continued economic growth and long-
term healthy development." 

China's newly priced bonds traded 1bp–3bp 
tighter across the three tranches this morning 
but lost momentum afterwards, according to a 
trader. The five-year were quoted at 30bp/29bp 
wide of Treasuries at lunchtime while the 10-
year and 30-year were quoted at 46bp/45bp and 

73bp/71bp, respectively.  
Bank of China, Bank of Communications, China 
Construction Bank, China International Capital 
Corporation, Credit Agricole, CTBC Bank, 
Deutsche Bank, Goldman Sachs, HSBC, JP 
Morgan, Mizuho Securities and Standard 

Chartered Bank were joint lead managers and 
joint bookrunners. 
 
(Reporting by Carol Chan; Editing by Vincent Baby) 
(( C.Chan@thomsonreuters.com ; +852 2912 6604; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

Govt steps up issue of sovereign gold 

bonds  

09-Oct-2018  
New Delhi 
The government has decided to step up 
issuance of sovereign gold bonds and will 
accept applications from interested investors 
each month between October and February, 
as it aims to shift a portion of investment 
demand towards "paper gold" to trim physical 
purchases and contain their damaging impact 

on trade balance. Since their introduction in 
late 2015, the gold bonds were never issued 

with such high frequency. The last tranche of 

such bonds was issued only in April. 
The bonds carry a 2.5 per cent annual interest 
for investors and investors will get the interest 
payable semi-annually on the nominal value of 
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investment. 

As per the finance ministry proposal, 

applications for the bonds will be accepted for 
four days each month before the issuance. The 
bonds will be issued to eligible applicants on 
October 23, November 13, January 1, January 
22 and February 12. The investors will get the 
interest payable semi-annually on the nominal 

value of investment. 
The government has decided to promote gold 
bond scheme, conscious of the fact that that 
hiking the customs duty on gold from the 
current 10 per cent to trim imports also raises 
risks of smuggling. 

The government has budgetted to garner as 
much as Rs 5,000 crore from all the three gold 
schemes this fiscal - the same as 2017-18 

(revised estimate). The sovereign gold bond, 
gold monetisation scheme and Indian gold coin 
were launched by Prime Minister Narendra Modi 
in late 2015. 
 
Copyright 2018 IE Online Media Services Pvt. Ltd., 
distributed by Contify.com 
 
 

India's Bonds Fall More As Foreign Bks' 

Stop Loss Triggered  

09-Oct-2018  
By Dharam Dhutia 

NewsRise 

MUMBAI (Oct 09) -- Indian benchmark bond 

extends losses amid selling by foreign banks 
as stop losses triggered, after finance ministry 
official government discussing options such as 
spending cuts and subsidy rollover to achieve 

fiscal deficit target, traders say. Official says 
revenue loss estimated at INR1.5 trillion from 

GST, INR300 billion from divestment and up to 
INR100 billion from fuel companies not paying 
dividend this FY. . “Most foreign banks had 
added benchmark stock after the MPC policy, but 
now their stop losses have been triggered,” 
trader with private bank says. Benchmark bond 
at INR94.25, yielding 8.06%, against INR94.79 

previous close. “Even state-run banks are on 

sidelines, and not keen to add positions as they 
fear yields may rise further,” trader with state-
run bank says. Rupee at 74.19 to dollar against 
74.06 previous close and 74.23 record low hit 
last week.  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India's central bank changes tack on 

forex intervention, focuses on forwards 

market  

11-Oct-2018  
By Suvashree Choudhury and Swati Bhat 
MUMBAI, Oct 11 (Reuters) - India's central 

bank has changed tack in its foreign exchange 
intervention policy, increasing its 

participation in the derivatives market in 
relation to the spot market in an apparent 
attempt to avoid a cash crunch in the banking 
system. 

The Reserve Bank of India sold $4.95 billion in 
the forward dollar-rupee market in August, its 
highest reported monthly sale this year, 
according to the RBI's monthly bulletin. In July, 

RBI data showed no forwards market 
intervention at all.  
In contrast to forwards, the RBI sold only a net 
$2.32 billion in August in the spot market, 
marginally above the $1.87 billion figure for 
July. 
The rupee has weakened more than 14 percent 

since January, making it the worst hit currency 
in the region amid an emerging market rout. 
Domestic concerns around capital outflows, and 
a widening current account deficit due to the 
rising cost of crude oil imports have also hit the 
Indian currency. 
While this prompted the government to raise 

import tariffs on several items, markets continue 
to fret about the outlook for the rupee after the 
central bank refrained from raising interest rates 
last week. 
"Given that the RBI abstained from raising 
interest rates, it left a perception that the 

central bank was not too worried about the 
currency depreciation," said Abhishek Upadhyay, 

senior economist at ICICI Securities Primary 
Dealership. 
"However, government clearly looks a lot more 
worried and the RBI may be expected to use its 
forex reserves more aggressively to manage the 

pace of the fall as key psychological levels draw 
near." 
The rupee started hitting a series of record lows 
in late July and on Thursday it touched another 
at 74.4850 to the dollar, spurring worries it will 
breach the 75 mark soon. 
The RBI has sold nearly $19 billion from the 

forex reserves between April and August to stem 
the slide. That has drained roughly 1.4 trillion 
rupees from banks, creating a cash crunch.  

Overall, the RBI has trimmed its spot currency 
intervention since July after selling about $14.4 
billion in the three months since April, about 3.4 

percent of forex reserves. India's forex reserves 
stood at $400.5 billion as of Sept. 28, down 
from $424.36 billion at the end of May. 
"This is an unusual situation where the RBI is 
choosing to intervene through the derivatives 
markets more than the spot," said Anindya 
Banerjee, deputy vice-president of currency 

derivatives at Kotak Securities. 
"We expect the RBI to continue intervening 
primarily through its forwards book rather than 
via spot to ease liquidity pressure." 

 
(Editing by Vyas Mohan and David Stamp) 
(( swati.bhat@thomsonreuters.com ; 
twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net )) 
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(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia 

Rising debt at Indonesian SOEs poses 

indirect fiscal risks  

10-Oct-2018  
NUSA DUA, Indonesia, Oct 10 (Reuters) - The 

financial burden placed on Indonesian state-
controlled companies to develop 
infrastructure could result in higher fiscal 
risks for the government, the Organisation for 
Economic Cooperation and Development 
(OECD) said. 

In an economic report on Indonesia published on 

Wednesday, the OECD said the presence of 
Indonesian state-owned enterprises (SOEs) 
across the economy is more extensive than any 
other country it monitors except for China. 
Debt taken on by these companies to finance 
infrastructure projects could expose them to 

cash flow constraints, "particularly if interest 
rates increase or projects are delayed," 
according to the report. 
"Recognised contingent liabilities were only 

0.01 percent of GDP in 2017, as these are 
confined to government guaranteed loans. But 
the potential need for capital injections 

represents an indirect fiscal risk," the report 

said.  

The OECD released its report on the sidelines of 
the IMF-World Bank annual meetings being 
hosted by Indonesia on the resort island of Bali. 
The report said government policies to keep fuel 
and electricity prices unchanged despite higher 
global oil prices have also prevented some firms 

from passing on rising costs onto customers, 
hurting their balance sheets.  
State utility Perusahaan Listrik Negara (PLN) 
recorded a net loss of 5.3 trillion rupiah 
($361.77 million) in the first half of this year due 
to the rupiah's slump. If it books losses this 
year, it would be the first time since 2013. State 

energy firm Pertamina's first-half profit was its 
lowest in four years. 

The government is awaiting parliamentary 
approval for its proposal to inject 17.8 trillion 
rupiah ($1.17 billion) in capital to three SOEs 
next year, including 10 trillion rupiah to PLN. 

Earlier this year, ratings agency Standard & 
Poor's said the leveraging level of 20 listed and 
rated state-owned enterprises (SOEs) has 
increased to around an average of 5 times debt-
to-EBITDA, jumping from 1 time in 2011. 
Ensuring good governance and more 
transparency are crucial to improve the 
condition of Indonesia's SOEs, OECD said, 

while the government should allow more 
private sector participation in infrastructure 

development. 
The Indonesian government has pushed state 
infrastructure developers to diversify funding 
source from debt to equity-based financing to 
help mitigate this risk. A dozen Indonesian SOEs 
are expected to sign financing deals for 

infrastructure projects later this week. 

 
($1 = 15,225 rupiah) 
(Reporting by Fransiska Nangoy and Gayatri Suroyo; 
Editing by Simon Cameron-Moore) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Israel 

Israel posts Sept budget deficit of 8.4 

bln shekels, tax income sinks   

11-Oct-2018  

Oct 11 (Reuters) - Israel posted a budget 

deficit of 8.4 billion shekels ($2.3 billion) in 
September to widen the deficit so far in 2018 

to 24.1 billion shekels, the Finance Ministry 
said on Thursday, citing a huge drop in tax 
revenue. 

In GDP terms, the deficit in the past 12 months 
surged to 3.35 percent from 2.5 percent in 
August. 
(billions of shekels) 
-- Income from taxes alone totaled 20.3 billion 

shekels in September, down 31.7 percent from 
September 2017. For the first nine months of 
2018, tax income fell 3.1 percent. 
-- Israel set a budget deficit target of 2.9 

percent of GDP for 2018. 
 
($1 = 3.6312 shekels) 
(Reporting by Steven Scheer 
Editing by Ari Rabinovitch) 

(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Jordan 

Jordan PM reshuffles cabinet as IMF 

reforms in focus  

11-Oct-2018  
•Reshuffle aims to soothe anger over 
economic hardship 
•PM wants new tax bill to get IMF reforms on 
track  

By Suleiman Al-Khalidi 
AMMAN, Oct 11 (Reuters) - Jordanian Prime 

Minister Omar al-Razzaz announced a cabinet 
reshuffle on Thursday as the government 
looks to push through reforms intended to 
revive stagnant economic growth and cut 
public expenditure. 

Razzaz, a former World Bank economist, was 
appointed by King Abdullah in June to replace 

Hani al-Mulki, who resigned to defuse a crisis 

that saw some of the largest protests in years 
over planned IMF-driven austerity measures, 
including tax hikes.  
In an apparent bid to calm widespread 
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discontent over rising economic hardship Razzaz 

- who had said he would re-evaluate his team 

after 100 days in office - reduced the 29-
member cabinet to 27.  
But he also kept key ministries - notably the 
interior, finance and foreign portfolios - 
unchanged, and has warned Jordan would pay a 
heavy price if a tax reform bill failed to pass into 

law this year. 
Razzaz had angered unions and civic bodies 
when he introduced the IMF-inspired bill in 
(month), making only cosmetic changes to one 
that brought down Mulki.  
Seen as a better communicator than his 

predecessor, Razzaz had promised to restore 
public trust in a country where many blame 
successive governments for failing to deliver on 

pledges of reviving growth that is stuck at 
around 2 percent, cutting waste and curbing 
corruption. 
But he installed many of the old-guard 

conservatives and tribal figures in his cabinet 
who held sway in previous administrations, and 
critics - who have so far stopped short of calling 
for new street protests - say he has taken no 
clear steps to hold anyone accountable for graft. 
Jordan's bloated bureaucracy is responsible for 
some of the world’s highest government 

expenditure as a percentage of GDP. 
Under an IMF austerity plan it must rein in 
spending to cut spiralling debt standing a $37 
billion, equivalent to 95 percent of gross 

domestic product.  
Razzaz said he wanted to push through the tax 

bill this year to retain IMF support and avoid 
higher servicing costs on over 1 billion dinars 
($1.4 billion) of foreign debt due in 2019. 
Any rejection of the bill that parliament will 
begin debating next week raised the prospect of 
ratings downgrades, Razzaz said in an interview 
with state television last month. 

"We will pay a heavy price if we enter next year 
without a tax bill," Razzaz said, adding the 
reform would bring in an extra 300 million dinars 
in revenue. 
Jordan's economy has also been hit by regional 

conflict that has weighed on investor sentiment. 
 
(Reporting by Suleiman Al-Khalidi; Editing by Mark 
Heinrich and John Stonestreet) 
(( suleiman.al-khalidi@thomsonreuters.com ; +962 79 
5521407; Reuters Messaging: suleiman.al-
khalidi.reuters.com@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

Lebanon's Hariri says concessions 

made, hopes for govt formation soon  

09-Oct-2018  
BEIRUT, Oct 9 (Reuters) - Lebanese Prime 

Minister-designate Saad al-Hariri said on 
Tuesday all political sides had made 
concessions and he hoped a new government 

would be formed after President Michel Aoun 

returns from a trip abroad. 

In the more than five months since a 

parliamentary election in May, politicians have 

been unable to agree a unity government that 
can get to work on badly needed economic 
reforms. 
Lebanon, which has the world's third largest 
public debt as a proportion of national output, 
faces an economic crisis if the political 

stalemate drags on, politicians have said. 

"There are concessions from all sides, including 
the Free Patriotic Movement (FPM)," Hariri told 
reporters after a meeting of his Future 
Movement party.  
"We hope for the formation of a government 
after the return of the president from Yerevan 
because the economic and social situation calls 

for a speedy government formation," he said.  
Aoun is expected to return from Armenia on 
Friday.  
Rivalry between the two leading Christian parties 
- Aoun's FPM, allied to the Shi'ite Islamist 
Hezbollah movement, and the anti-Hezbollah 

Lebanese Forces (LF) - is widely seen as the 
main obstacle to a deal.)  
Hariri said his optimism that a government could 
be formed soon stemmed from a meeting he had 
with Aoun last Wednesday.  
Hariri said on Thursday he believed the 
government would be formed within a week to 

10 days because the economy could not tolerate 
further delay.  
The formation of a new government would 
allow Lebanon to begin the substantial fiscal 
adjustment that the International Monetary 
Fund says it needs to improve its debt 
sustainability.  

It would also likely unlock more than $11 billion 
worth of infrastructure investment pledged at a 

donors' meeting in Paris in April.  
"We are wrong if we think the world will wait for 
us to save ourselves. There are loans that won't 
wait," Hariri said. 
 
(Writing by Lisa Barrington 
Editing by Robin Pomeroy and Gareth Jones) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Malaysia 

Malaysia may introduce new taxes, sell 

assets to pay debt  

09-Oct-2018  
KUALA LUMPUR, Oct 9 (Reuters) - Malaysia may 

introduce new taxes and sell assets such as 
land to pay down debt, Prime Minister 
Mahathir Mohamad said on Tuesday, as his 
administration struggles with liabilities of 
around 1 trillion ringgit ($240.67 billion).  

Mahathir, who unexpectedly won a general 

election in May, has blamed the previous 
administration of Najib Razak for taking the 
country into such heavy debt, including that of 
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the 1MDB state fund, which is the subject of 

corruption and money laundering investigations 

in Malaysia and other countries. 
The government is also looking for new 
sources of revenue to make up the shortfall it 
is expected to face after scrapping an 
unpopular goods and services tax just weeks 
after the Mahathir-led Alliance of Hope 
coalition was elected to government. 

"We may have to devise new taxes in order to 

have the money to pay our debts," Mahathir told 
an investor conference.  
"The other thing we can do is to sell our assets. 
Land is one of them... Beyond that we may have 
to sell some of our valuable assets in order to 
raise funds to pay the debts." 
He did not identify or elaborate on what these 

assets would be.  
Last month, Finance Minister Lim Guan Eng said 
Malaysia will consider a combination of new debt 
issuance and asset sales to meet its short-term 
financing needs. 
 
($1 = 4.1550 ringgit) 
(Reporting by Liz Lee, writing by A. Ananthalakshmi. 

Editing by Eric Meijer) 
(( ananthalakshmi.as@thomsonreuters.com ; +603 
2333 8036; Reuters Messaging: 
ananthalakshmi.as.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/AnanthalakshmiA) ) 
(c) Copyright Thomson Reuters 2018.  
 
 

Malaysia's finance minister says 

"foolish" to stick to earlier fiscal goals   

09-Oct-2018  

KUALA LUMPUR, Oct 9 (Reuters) - Malaysia's 

Finance Minister Lim Guan Eng said on 
Tuesday that maintaining earlier fiscal targets 
would be "foolish", as the government 
struggles with liabilities of around 1 trillion 
ringgit ($240.67 billion). 

Prime Minister Mahathir Mohamad, who 
unexpectedly won a general election in May, has 

blamed the previous administration of Najib 
Razak for taking the country into such heavy 
debt, partly as a result of 1MDB, a failed state 

fund which is now the focus of corruption and 
money laundering investigations in Malaysia and 
other countries. 
The government is also looking for alternative 

sources of revenue to make up the shortfall that 
it is expected to face after scrapping an 
unpopular goods and services tax. 
"The fiscal targets set by the previous 
administration are hence unrealistic in the short 
term and it would be foolish for this government 
to maintain these targets," Lim said at an 

investor conference.  
"Over the medium term, however, we will 
remain strictly on the path of fiscal 
consolidation." 

The Najib government had forecast fiscal deficit 
of 2.8 percent this year, lower than last year's 3 

percent. 
The finance minister had told Reuters in an 
interview in June that Malaysia can achieve 2.8 

percent this year but reducing it further would 

be a challenge. 

The new administration will announce its 2019 
budget on Nov. 2 when it is expected to spell out 
its fiscal targets.  
Ratings agencies have said Malaysia faces 
challenges in further narrowing its fiscal 
deficit. Moody's said in February that further 
fiscal consolidation is likely to be very slow in 

the absence of meaningful revenue-raising 
measures.  

Earlier at the conference on Tuesday, Mahathir 
said Malaysia may introduce new taxes and sell 
assets such as land to pay off debt. 
"We may have to devise new taxes in order to 
have the money to pay our debts. The other 
thing we can do is to sell our assets. Land is one 

of them," the prime minister said.  
"Beyond that we may have to sell some of our 
valuable assets in order to raise funds to pay the 
debts." 
He did not identify or elaborate on what these 
assets would be. 
Finance Minister Lim, however, indicated the 

government may reduce its stake in companies 
in which it owns shares through state-owned 
firms. 
"We will reduce the government's direct 
participation in the equity ownership of 
companies so that the private sector can take 

the lead," he said. This will also lead to more 
liquidity in the stock market, he said.  

Reuters had reported in August that sovereign 
wealth fund Khazanah Nasional was likely to cut 
stakes in companies to help reduce the country's 
debt.  
Lim said the government will need three years to 

resolve fiscal issues, adding that additional tax 
measures will be announced in the 2019 budget.  
"While it is imperative for the government to be 
prudent with our expenditure, we are equally 
cognizant that we must not fall into the austerity 
trap. What we want is merely to get a bigger 
bang for the buck," he said.  

 
($1 = 4.1550 ringgit) 
(Reporting by Liz Lee, writing by A. Ananthalakshmi; 
Editing by Simon Cameron-Moore) 
(( ananthalakshmi.as@thomsonreuters.com ; +603 
2333 8036; Reuters Messaging: 
ananthalakshmi.as.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/AnanthalakshmiA) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Oman 

Oman could announce U.S. dollar sukuk 

sale as early as Monday  

08-Oct-2018  
By Davide Barbuscia 

DUBAI, Oct 8 (Reuters) - The government of 

Oman could announce a plan to issue new U.S. 
dollar-denominted sukuk, or Islamic bonds, as 
early as Monday, sources familiar with the 
matter said, speaking on condition of 
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anonymity. 

One of the financially weakest states in the Gulf, 

Oman has borrowed extensively in the 

international markets over the past few years to 
finance state spending and development projects 
at a time of lower oil prices. 
Its latest foray in the foreign debt markets 
was a $6.5 billion conventional bond, the 
country's largest ever, sold in January this 

year. 

With that bond, Oman covered the vast majority 
of a three billion rial ($7.79 billion) deficit 
projected in its 2018 state budget.  
But sources told Reuters earlier this year that 
the government was also holding discussions 
with banks over a sukuk sale. 
The new Islamic bond issue could be announced 

as early as Monday, said the sources. The 
ministry of finance did not immediately respond 
to an email and telephone calls seeking 
comment. 
Oman's sukuk would be the country's second 
public Islamic bond issue in international 
markets. It sold its first last year, raising $2 
billion with a seven-year maturity. 

The ratio of Oman's external government debt to 
gross foreign exchange reserves jumped to 70 
percent in 2017 from 36 percent in 2016 and 6 
percent in 2015, according to a central bank 
report published last month. 
A rebound in oil prices has shrunk the country's 
budget deficit in the first half of 2018, but Oman 

would need oil prices to average $84.1 in 2018 
to eliminate its current account deficit, the 
International Monetary Fund has estimated. 
 
($1 = 0.3850 Omani rials) 
(Reporting by Davide Barbuscia  
Editing by Raissa Kasolowsky) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018 
 
 

Pakistan 

Pakistan to approach IMF and "friendly 

countries" for loans  

10-Oct-2018  
By Saad Sayeed 
ISLAMABAD, Oct 10 (Reuters) - Pakistan will go 

to the International Monetary Fund and 
friendly countries for financial help to avert a 
looming balance of payments crisis, Prime 
Minister Imran Khan said on Wednesday.  

His comments suggest the government will 

approach both Saudi Arabia and China for loans 
alongside any assistance provided by the IMF. 
Beijing and Riyadh have provided Pakistan with 
financial assistance in the past.  

Khan said the current account deficit was about 
$18 billion. "We do not have enough dollars to 
pay the instalments of our loans," he said in a 

speech. "We debated and decided to go both the 
IMF and countries which are our friends." 

Khan, who took office in July, has been seeking 

alternatives to a second IMF bailout in five years 

- which would be likely to impose tough 
conditions on government policy, limiting his 
vision of an Islamic welfare state - but decided 
on Monday to open talks with the international 
lending body.  
Finance Minister Asad Umar is due to meet 

officials at this week's annual conference of the 
IMF and the World Bank in Bali, Indonesia, to 
discuss a potential package. 
Pakistan's foreign reserves dropped by $627 
million in late September to $8.4 billion, 
barely enough to cover sovereign debt 
payments due through the end of the year.  

On Tuesday, the Pakistani rupee plunged 7 

percent in an apparent central bank devaluation, 

the country's fifth devaluation since December. 
This took total rupee losses since then to about 
26 percent, a level seen as a prerequisite for 
another IMF rescue package.  
In his first official state visit, Khan and Umar 
flew to Saudi Arabia and the government later 

announced Riyadh would be investing in 
Chinese-funded development projects.  
Beijing has pledged $60 billion to build 
infrastructure and energy projects to help turn 
Pakistan into a major overland route linking 
western China to the world. 
Chinese Foreign Minister Wang Yi visited 

Islamabad last month when he met Khan and 
reiterated that Chinese investment would help 

revitalise Pakistan's economy. 
Khan described ironically the $18 billion deficit 
as "a gift from the previous government". 
"This is the biggest ever deficit of Pakistan's 

history," he said. "I want to tell all of you to stay 
strong and not to panic. This is a very short 
period of time which will go away." 
In the past, Khan had said going to the IMF for 
assistance and taking loans would be a last 
resort for his government.  
 
(Reporting by Saad Sayeed; editing by David Stamp) 
(( saad.sayeed@thomsonreuters.com ; 
+923355575558; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

IMF to seek "absolute transparency" of 

Pakistan's debts in bailout talks  

11-Oct-2018  
By David Lawder 
NUSA DUA, Indonesia, Oct 11 (Reuters) - The 

International Monetary Fund launched formal 
bailout talks with Pakistan on Thursday, and 
IMF managing director Christine Lagarde said 
she would require "absolute transparency" of 
Pakistan's debts, including those owed to 
China. 
She said such disclosures were necessary to 

determine the debt sustainability of countries 
seeking IMF loans. 
The requirements are likely to shine a spotlight 
on the extent, composition and terms of 
Pakistan's debts to China for infrastructure 
projects as part of Beijing's massive Belt and 
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Road building program. 

China has pledged some $60 billion in financing 

to Pakistan for ports, railways and roads, but 
rising debt levels have caused Islamabad to cut 
the size of the biggest Belt and Road project by 
some $2 billion. 
"In whatever work we do, we need to have a 
complete understanding and absolute 

transparency about the nature, size, and terms 
of the debt that is bearing on a particular 
country," Lagarde told a news conference when 
asked about Pakistan's debts to China. 
The United States has criticized China's 
infrastructure lending, warning that it has 
saddled some developing countries with debts 
that they cannot afford to repay. U.S. 

Secretary of State Mike Pompeo has said 
there would be "no rationale" for an IMF 
bailout of Pakistan that pays off Chinese 
loans. 

The United States has become increasingly 
impatient with what it sees as a lack of support 
from nuclear-armed Pakistan in quelling a 
Taliban insurgency that U.S.-led forces are 
fighting in neighboring Afghanistan.  

Lagarde said that the IMF would need to know 
the extent and composition of the a country's 
debt, including sovereign debt and state-owned 
enterprise debt, "so that we can actually really 
appreciate and determine the debt sustainability 
of that country, if and when we consider a 

program," she added. 

Lagarde said in a statement that Pakistan 
requested IMF assistance during a meeting with 
Pakistani Finance Minister Asad Umar and 
central bank governor Tarik Bajwa on the 
sidelines of the IMF and World Bank annual 
meetings in Bali. 

"An IMF team will visit Islamabad in the coming 
weeks to initiate discussions for a possible IMF-
supported economic program," Lagarde said. 
"We look forward to our continuing partnership." 
The formal request follows an apparent 7 
percent devaluation of the Pakistani rupee by 
the central bank on Tuesday, after Pakistani 

President Imran Khan announced it would seek 
financial assistance to ease a mounting balance 

of payments crisis. 
If a package is agreed, it would be Pakistan's 
13th IMF bailout since 1988. The Fund lent 
Islamabad $6.7 billion in 2013.  

DEBT RESTRUCTURING 
A Pakistani minister told Reuters in Islamabad 
on Wednesday that the government was 
considering options, including the possible 
restructuring of some foreign loans. 

"It's in very initial stages, the negotiations 
haven't started or matured yet, but this is 
something that we may look towards," 
Muhammad Hammad Azhar, State Minister for 

Revenue, said. 
Donors have warned Pakistan that its budget 

deficit, which hit 6.6 percent of the GDP in the 
year to end of June, was unsustainable.  
"We do have extremely high deficits," Azhar 
said. 

"Unless we restructure the debt the burden will 

mount." 

In the past year, Pakistan has borrowed billions 

of dollars from China to boost its foreign 
currency reserves, with the money spent 
defending an overvalued local currency. This is 
on top of money pledged for Belt and Road 
projects. 
Azhar said Chinese projects should proceed as 

planned as the government views the 
infrastructure was vital to stimulating growth. 
Most of the Chinese money loaned so far has 
been through private power projects and not to 
the government, but Islamabad has given 
sovereign guarantees for the projects' annual 

profits. 
Critics have raised concern about opaque nature 
of some of the deals, saying they have left 

Pakistan with liabilities that could saddle it with 
de facto off-books debt. 
 
(Additional reporting by Leika Kihara, and Drazen 
Jorgic in ISLAMABAD; Editing by Simon Cameron-
Moore) 
(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 

david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

'Path of thorns': An IMF bailout set to 

impede Pakistan PM's populist agenda  

12-Oct-2018  
•Pakistani officials have formally requested 
IMF help 
•IMF expected to push Pakistan to make some 
hard choices 
•May have to cut power subsidies and further 
devalue currency 
•Will also likely have to rein in government 
spending 
•Measures likely to crimp new PM Khan's 
social spending plans 

By Drazen Jorgic 

ISLAMABAD, Oct 12 (Reuters) - From cutting 

power subsidies to forcing currency 
devaluations that stoke inflation, the hard 
choices facing Pakistan as it seeks a bailout 
from the International Monetary Fund (IMF) 
pose a major headache for populist new Prime 
Minister Imran Khan. 
Pakistani officials met IMF representatives 
this week in Bali and formally requested 
Islamabad's 13th bailout since the late 1980s to 

give the economy breathing room, while they 
implement reforms aiming to end decades of 
boom and bust cycles. 
On top of lending the nuclear armed state 
billions of dollars to avert another balance of 
payments crisis, the IMF is this time expected to 

push Islamabad much harder to enact structural 
reforms needed to rebalance the economy, and 
rein in spending that has boosted growth but 

blown out the government budget. 
Talks with the IMF have been launched and 
managing director Christine Lagarde has already 
said she would require "absolute transparency" 

of Pakistan's debts, including those owed to 
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close ally China. 

Any reforms prescribed by the IMF would 

threaten Khan's lofty campaign promises, like 
his vow to create 10 million jobs and establish 
an "Islamic welfare state" modelled on the ideas 
first voiced by the Prophet Mohammad in the 
holy city of Medina. 
Khan was elected in July with the support of 

many poorer Pakistanis desperate for a change 
in a nation where the illiteracy rate hovers above 
40 percent, healthcare is shoddy, and 
joblessness or underemployment rife among the 
country's 208 million people. 
Creating 10 million jobs would require the 

economy to grow at 8 percent but that can only 
be achieved with economic shock therapy that in 
the short term will smother growth to far below 

the 5.8 percent achieved in the year to June, 
economists say. 
"The path to Medina is full of thorns, not roses," 
said one expert at an international donor 

agency, who declined to be identified as he is 
not authorised to speak on the issue.  
"To get there, they have to go through these 
painful measures now." 
The IMF predicted this week Pakistan's 
growth will slow to 4 percent in 2019 and fall 
to about 3 percent in the medium term.  

A sharp increase in oil prices - Pakistan imports 

about 80 percent of oil needs - has contributed 
to a current account deficit that widened 43 
percent to $18 billion in the fiscal year that 

ended June 30. The weakening Pakistan rupee 
also contributes to a rise in local energy prices. 
On Wednesday, Khan blamed the previous 
government for the economic mess and urged 

Pakistanis to remain calm. 
"I want to tell all of you to stay strong and not 
to panic. This is a very short period of time 
which will go away." 
"FEND FOR OURSELVES" 
As an opposition leader, Khan vowed to never 

"beg" for money from the IMF and swept to 
power on an anti-corruption platform that was 
coupled with a promise to enact badly needed 
reforms, including widening the nation's taxation 

net and reforming loss-making state-run 
enterprises. 
But local and foreign investors have welcomed 

the bailout talks, saying Pakistan's economy 
needs the IMF's protective blanket because of 
rising oil prices and emerging markets turmoil. 
However, they also warned of tougher conditions 
compared to 2013, when Islamabad was given 
repeated wavers and avoided harsh reforms 
after receiving a $6.7 billion IMF loan. 

"Better that we enter into a well-structured IMF 
programme than try to fend for ourselves," the 
Pakistan Business Council said in a statement. 
In a nod to the IMF, which called the rupee 
"over-valued", Pakistan's central bank on 

Tuesday carried out its fifth devaluation since 

December, sending the rupee tumbling 7.5 
percent to take its losses to 26 percent in the 
past 10 months. More devaluations are 
expected. 

The bank has also hiked its main interest rate by 

275 basis points since January, to 8.5 percent, 

and analysts say more rises are on the horizon. 
The devaluations have stoked inflation worries 
and are putting extra pressure on debt servicing, 
which is a major concern for the new 
government. Debt service costs are set to 

account for 35 percent of the budget in the 

fiscal year to next June, according to 
forecasts from the previous government. 
Officials now expect the debt to GDP ratio to 
rise above 70 percent. 

"We really have to get out of this debt 
dependency trap," Muhammad Hammad Azhar, 
Pakistan's state minister for revenue, told 
Reuters. 
He said the government was considering the 

possible restructuring of some foreign loans but 
did not give details. 
Khan's government blames many of Pakistan's 
current economic woes on the previous 
administration's "strong rupee" policy, which 
rendered Pakistan's exports uncompetitive. The 

central bank also burnt through currency 
reserves defending the rupee.  
Reserves have plummeted 41 percent this year 
to stand at $8.3 billion, or about 1.6 months of 
import cover, despite China lending billions of 
dollars to Islamabad to prop up the currency.  
CHINA LOANS 
China has made Pakistan a flagship country in 
its vast Belt and Road infrastructure building 
programme, pledging about $60 billion in 
financing for ports, railways and roads. But 
rising debt levels have caused Islamabad to 
cut the size of the biggest Belt and Road 
project by about $2 billion. 

U.S. Secretary of State Mike Pompeo has said 
there would be "no rationale" for an IMF bailout 
of Pakistan that pays off Chinese loans. 

Khan's administration had also approached 
China and Saudi Arabia, Islamabad's other 
historical ally, for help to prop up the economy 
but they appear to have balked at coming to 
Pakistan's rescue on their own. 
Though the size of any bailout is not clear, Khan 

this week suggested Pakistan needs $10-12 

billion. On top of the IMF, the World Bank and 
the Asian Development Bank are expected to 
lend money, as they did in 2013. China and 
Saudi Arabia may also contribute. 
The IMF last week commended Pakistan for 
curbing gas and electricity subsidies, raising 
interest rates and devaluing the currency. But 

it warned that Islamabad needs to go even 
further in all those areas. 

Pakistani officials say they are braced for tough 
measures but hope to expand the tax base and 
raise more revenue rather than rely purely on 
austerity to patch up a budget deficit which hit 
6.6 percent of GDP in the fiscal year to end 
June. They also want to help further stimulate 

exports.  
Azhar said Khan's party was elected on a 
reforms agenda and would push through 
changes "irrespective of any IMF bailout". 
On Wednesday, Khan launched a programme 
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aiming to construct five million homes for the 

poor, a top campaign promise.  

But he didn't explain how the government will 
pay for it. 
 
(Reporting by Drazen Jorgic 
Editing by Martin Howell and Raju Gopalakrishnan) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Korea 

Fitch Rates Korea's USD Bonds Final 

'AA-'  

08-Oct-2018  

Fitch Ratings-Hong Kong-October 08: Fitch 

Ratings has assigned Korea's USD500 million 
3.500% bonds due 2028 and USD500 million 
3.875% bonds due 2048 a final rating of 'AA-'. 

The final rating is in line with the expected 
rating assigned on 13 September 2018. 
KEY RATING DRIVERS 

The bond rating is in line with Korea's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) of 'AA-' with a Stable Outlook. 
RATING SENSITIVITIES 
The rating would be sensitive to any changes in 
Korea's Long-Term Foreign-Currency IDR. 

Fitch affirmed Korea's Long-Term Foreign-

Currency IDR at 'AA-' with a Stable Outlook in 
June 2018. The Long-Term Local-Currency IDR 
is also 'AA-' with a Stable Outlook. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Sri Lanka/Armenia/Pakistan 

Moody's: Sri Lanka, Armenia, Pakistan 

face greatest funding risks  

10-Oct-2018  

By Karin Strohecker 
LONDON, Oct 10 (Reuters) - Sri Lanka, Armenia 

and Pakistan top the list of smaller emerging 
economies most vulnerable to refinancing 
risks, because they face a combination of 
large upcoming repayments and low foreign 
currency reserves, ratings agency Moody's 
said on Wednesday. 

Emerging-market governments embarked on an 

issuance spree in recent years, taking advantage 
of record-low interest rates and major central 
banks that were pumping trillions of dollars into 
the economy. 

But rising U.S. Treasury yields and a stronger 
dollar, coupled with record lows for many 
developing currencies, have focussed investors' 

minds on just how much refinancing pressure 
some of those countries face. 

Across frontier markets - a subset of riskier and 

often smaller emerging economies - some $4 

billion of hard-currency sovereign bonds will 
mature each year from 2019 to 2021, with Asia 
most affected, Moody's found. The refinancing 
burden will soar to $7 billion to $9 billion a year 
from 2022 to 2030 as large repayments come 
due in sub-Saharan Africa. 

"As international sovereign bonds mature in 

2019 and 2020, governments in Sri Lanka, 
Armenia and Pakistan, and to a lesser extent 
Honduras and Kenya will be most exposed to 
more costly debt financing," Moody's analyst 
Matthew Circosta wrote in a note.  
"If pronounced and sustained, this would 
weaken debt affordability and raise their debt 
burdens, especially if local currencies 

depreciate," he said.  
While the sovereign credit ratings of Sri Lanka, 
Armenia and Pakistan reflected how vulnerable 
they are, a further hit to their foreign currency 
reserves could raise the risk of lower capital 
inflows and higher refinancing costs. That in turn 

could spell a cloud over credit ratings, said 
Moody's.  
Sri Lanka has $1.5 billion of hard-currency 
bonds maturing in the first four months of 2019 
and another $1 billion in 2020, translating to 2.7 
percent of its gross domestic product, Moody's 
calculated. Armenia has $500 million coming up 

for repayment in 2020, which translates to 3.9 
percent of GDP.  

Sri Lanka's rupee slumped to a fresh low on 
Tuesday and has weakened more than 10 
percent against the dollar already this year. 
Pakistan's rupee suffered a 7 percent drop on 
Tuesday in an apparent central bank devaluation 

after the government said on Monday it planned 
to seek a bailout from the International 
Monetary Fund  
Looking beyond 2020, both Tajikistan and 
Zambia face large repayments, Circosta said. 
Both countries had "limited track records on 

measures to mitigate risks." 
"Unless reserves increase markedly, these 

sovereigns will face significant external 

refinancing challenges," he wrote. While the 

two countries had planned reforms that would 
support fiscal consolidation and reduce their 
external vulnerabilities, the weak effectiveness 

to put policies into actions pointed to significant 
hurdles, Circosta added.  
 
(Reporting by Karin Strohecker, editing by Larry King) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Taiwan 

Fitch Affirms Taiwan at 'AA-'; Outlook 

Stable  

10-Oct-2018  
Fitch Ratings-Hong Kong-October 09: Fitch 
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Ratings has affirmed Taiwan's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 

at 'AA-' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The affirmation reflects Taiwan's robust external 
finances, strong macroeconomic policy 
framework, competitive business environment 

and high governance standards. The ratings are 
constrained by Taiwan's per capita income of 
USD25,095 that falls well below the 'AA' 
category median of USD46,637 and complex 
relations with mainland China that raise the 
potential for economic and political shocks. 
Growth is set to decelerate as the external 

environment turns less favourable and global 
growth becomes less balanced and less 

synchronised. Taiwan is potentially one of the 
most exposed economies to escalating US-China 
trade tensions, as over 40% of its exports go to 
China and Hong Kong. 
Fitch's base-case scenario is for growth to 
decelerate to 2.4% in 2019, from 2.7% in 2018, 

as export-oriented firms that feed directly into 
mainland China's global supply chain feel the 
dampening effect of recently imposed US-China 
tariffs. The agency acknowledges that already 
imposed US tariffs on USD250 billion of imports 
from China have yet to target major consumer 

electronics, and such tariffs could create trade 
diversion opportunities for some Taiwanese 

firms. Nevertheless, we believe the net impact 
will be negative in light of Taiwan's role as a 
major supplier of intermediate goods and its 
significant trade flows with the mainland. 
However, a more significant downside risk to 

the growth outlook could materialise should 
US-China trade tensions escalate to a stage 
that leads to the imposition of US tariffs on all 

imports from China (i.e. the remaining roughly 
USD280 billion), as this would have a direct 
spill-over on Taiwan's semiconductor industry 
and other producers that feed into the global 
consumer-electronics supply chain. 

External finances are among the strongest 
across Fitch-rated sovereigns, and are unlikely 

to be imperilled by the ongoing US-China trade 
conflict. Taiwan has run a current-account 
surplus for more than 30-years and is a large 
net external creditor, on both a sovereign and 
economy-wide basis. Fitch forecasts a 2018 

current-account surplus at slightly below 14% of 
GDP and foreign-reserve buffers at roughly 
14.8x current-external payments, both well in 
excess of 'AA' peers and more than sufficient to 
weather the advent of potential external shocks. 
Monetary policy is accommodative. The central 
bank has refrained from hiking interest rates 

alongside other major economies, citing a still-
negative output gap and subdued inflationary 

pressure as the short-term impact from an 
agricultural supply shock, higher oil prices and a 
recent cigarette tax hike subside. Fitch forecasts 
inflation to remain mild next year at roughly 1% 

and does not see ongoing emerging market 
pressures as significantly influencing Taiwan's 

near-term policy-rate decisions, given the 

strength of its external finances and the fact that 

the economy is largely funded domestically and 
in local currency. 
Fiscal policy has become more expansionary 
due to the government's "Forward-Looking 
Infrastructure Program", but budget deficits 
remain modest in absolute terms and well 
below Fitch's expectations at the time of its 

last review. The agency forecasts a general-

government deficit of 0.5% of GDP in 2018, well 
below the approved budget of 1.3%, due to 
strong tax revenue receipts and expenditure 
savings. The 2019 proposed budget incorporates 
a modest increase in revenue and expenditure, 
and a rise in the general-government deficit to 
1.2%. Fitch forecasts a 2019 deficit of 0.9%, 

reflective of our view that Taiwan will continue 
its long-standing record of maintaining 
expenditure about 0.3%-0.4% of GDP below 
budget. 
The agency estimates gross general-
government debt (GGGD) will fall to 40% of 
GDP by end-2018, on par with the 'AA' median 
of 39%, and down roughly 0.6pp from end-

2017. Our baseline forecast suggest the 
GGGD/GDP ratio will continue on a slight 
downward trajectory through to at least 2020, 
assuming the primary deficit is kept below 0.5% 
of GDP and real GDP growth averages 2.3%. The 
Public Debt Act - which imposes a public debt 
ceiling of 50% of GDP - serves as a key 

medium-term fiscal anchor and has been 
unaltered since its inception in 1996. This 
reflects a tradition of bipartisan consensus on 
matters of core fiscal discipline, despite multiple 
changes in government throughout the past two 
decades. 

The sheer size of Taiwan's banking system, at 
292% of GDP, and the fact that the average 
'bbb' standalone rating of Fitch-rated banks falls 
two categories below the sovereign rating make 
the banking system a potential sovereign 
balance-sheet risk. At the same time, the 
system has ample liquidity, reasonable 

capitalisation and strong asset-quality trends. 
Banks are largely deposit-funded, with limited 

wholesale funding and external debt. The 
weighted-average capital adequacy ratio was 
13.7% at end-June 2018 and the non-
performing loan ratio was under 0.3% at end-
2017. Banks' mainland China exposure rose 

steadily to 7% of system assets in 2017 based 
on Fitch's definition. This exposure remains an 
asset-quality risk, but is below that of other 
major regional banking systems - including 
Macao (40%), Hong Kong (30%) and Singapore 
(10%) - and is likely to remain so in light of 

Taiwan's regulatory caps and general 
provisioning requirements on banks' regulatory-
defined China exposure. 

Cross-strait relations have been frayed since the 
2016 elections due to Taiwan's refusal to 
explicitly recognise the one-China principal and 
1992 Consensus, which the mainland authorities 

deem as a necessary precondition for conducting 
official cross-strait dialogue. Tensions have risen 
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recently following mainland efforts to isolate 

Taiwan internationally through commercial and 

diplomatic channels, as well as by increasing the 
frequency of military exercises. Fitch does not 
foresee a near-term path to improving the 
current state of affairs, and therefore expects 
relations to remain tense until at least the 2020 
elections. At the same time, cross-strait tensions 

have not significantly harmed economic activity, 
as prior commercial agreements remain in place, 
cross-border trade is largely unaffected and 
mainland tourism inflows have stabilised after 
large declines in 2016-2017. Fitch therefore 
believes the escalating US-China trade conflict is 

the more meaningful near-term economic risk. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Taiwan a score 
equivalent to a rating of 'AA' on the Long-Term 
Foreign-Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 
•Structural Features: -1 notch, to reflect 
complex relations with mainland China that raise 
the potential for economic and political shocks. 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign-

Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 

adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The main factor that could lead to positive rating 
action is: 

•A return to high economic growth that brings 
per capita income closer in line with peers. 
The main factors that could lead to negative 
rating action are: 
•An adverse macroeconomic or financial shock 

that weakens medium-term growth prospects 
and negatively affects public-debt dynamics. 

•Deterioration in cross-strait relations sufficient 
to undermine Taiwan's economic or political 
stability. 
KEY ASSUMPTIONS 
The global economy performs broadly in line 
with Fitch's latest Global Economic Outlook. 

The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'AA-'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'AA-'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F1+' 

Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AA+' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'AA-' 
 

Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Thailand 

Thailand takes the wheel on blockchain  

12-Oct-2018  
•BONDS: Central bank to sell savings bonds 
using distributed ledger technology by end-
2019 

By Kit Yin Boey 
SINGAPORE, Oct 12 (IFR) - Thailand is leading 

the charge in Asia to adopt blockchain 
technology in its debt market, which promises 
to speed up bond settlement and delivery, and 
cut costs.  

The Bank of Thailand is hammering out the 

details on the final structure and mechanisms of 
the distributed ledger technology with market 
participants including the Public Debt 
Management Office, the Thailand Securities 
Depository (TS), the Thai Bond Market 
Association (ThaiBMA) and bank selling agents. 

It plans to use the technology in the sales of its 
popular government savings bonds by the end of 
2019.  
The initiative is one of the world’s first uses of 
DLT in bond sales, according to a BOT 

statement. Elsewhere in the region, the World 
Bank in August sold a A$110m (US$80.2m) 
2.2% Kangaroo due 2020 that was the first 

legally binding bond created, allocated, 
transferred and managed based on blockchain.  
“Overall, the project will lead to greater 
efficiency, transparency, security and reduction 
in operating costs across the entire value chain,” 
said BOT.  
The central bank decided to give the 
blockchain technology its debut in the offering 
of savings bonds as the retail offerings 

involve the least complex processes. There are 
plans to eventually implement the technology 
across the government bond market.  

A pilot project of the DLT scripless bond scheme 
was conducted earlier by the BOT, which found a 

number of benefits. These included shortening 
the time it takes to transfer savings bonds to 
investor accounts from 15 days to just two days. 
The process will also allow investors to buy any 
amount of savings bonds from any selling agent, 
typically banks, and not be constrained by the 
purchasing limits currently enforced by each 

bank.  
The technology will also streamline complex 
operational processes faced by selling agents, 
the TSD and the BOT and allow issuers to 

monitor and manage bond sales in real time.  
The ThaiBMA is also studying the use of 

blockchain technology for the corporate bond 
market. Unlike government bonds and savings 

bonds, corporate bonds in Thailand are still 
issued through certificates, which makes bond 
settlement more challenging.  
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“This creates an inefficient settlement procedure 

and results in higher counterparty risks,” said 

Ariya Tiranaprakij, ThaiBMA executive vice 
president.  
“ThaiBMA is now exploring the use of blockchain 
to allow for more secure and efficient record 
keeping transfers of bonds. We are now 
finalising the requirement for developing proof of 

concept phase one which focuses on the record 
keeping of corporate bonds sold in the primary 
market.” 
Bankers are optimistic that the use of the 
technology in the corporate bond market will 
increase transparency and prevent fraud, as well 

as promoting liquidity in the secondary market 
and more timely and efficient trading.  
“We believe that the adoption on a wider basis 

in the corporate bond market will take place 
only one to two years after the BOT has used 

it for the savings bonds,” said Kasikornbank’s 
capital markets business division team in an 
emailed reply to queries.  

There are still concerns over the use of 
blockchain technology to sell savings bonds, 
however. One question is who bears the costs 
incurred by various parties, including banks, 
participating in the development phase.  
There also questions about how the use of the 
technology will affect the allocation of human 

resources. Thai bankers are concerned that the 
impact will be felt strongly in the middle and 
back-office sections where data verification, 

clearing and settlement may be streamlined.  
But for banks, the reduction in personnel is likely 
to cut costs and could push the lenders to 

undertake more data analytics and generate new 
products.  
 
(This story will appear in the October 13 issue of IFR 
Asia magazine 
Reporting by Kit Yin Boey; Editing by David Holland) 
(( kityin.boey@thomsonreuters.com ; +65 64174549; 
Reuters Messaging: 
kityin.boey.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Andorra 

The Government resolves an auction of 

issuance of public debt of bonds for an 

amount of 100 million euros  

12-Oct-2018  
The Government has approved, on the 
proposal of the Finance Officer, Jordi Cinca, 

the Decree for the resolution of the short-
term issuance of short-term public debt in the 
Principality of Andorra in the form of bonds of 
October 17, 2018 , for an amount of 100 
million euros. 

The Decree of Resolution establishes the 
nominal amount awarded to the intermediary 
entities of the subscription that have concurred 

to the auction on its own account, on behalf of 

clients and on behalf of Andorran financial 

investment entities. 
The sum of the nominal value corresponding to 
the set of submitted applications has been more 
than three times the nominal amount of the 
issue. The amount requested was 345,381,000 
euros, of the 100 million euros auctioned. 

The allotment to each one of the aforementioned 
entities has been made pro rata of their 
requests. In the same way, these entities will in 
turn proceed to appraise the adjudications 
between the subscription requests. 
The final conditions of the broadcast are the 

following: 
Issuer: Government of the Principality of 
Andorra 

Number of titles issued: 100,000 
Instrument category: Zero coupon bonus 
Formalization of debt: 12 months 
Amortization performance: 0.60% / year 

Once the auction resolution has been approved, 
the Government will proceed to issue the 
registered global representative certificate of all 
the 100,000 bonds that have been subscribed 
and paid for an actual amount of 99,404,000 
euros and will be sent to the Common 
Depositary once authenticated by the payment 

agent, because it is guarded in the terms 
indicated in the aforementioned registered 
global certificate. 
 
Copyright (c) 2018 Euclid Infotech Pvt Ltd. 
 
 

Croatia 

Croatia to pay 2 bln HRK for ailing 

shipbuilding group this year  

09-Oct-2018  

ZAGREB, Oct 9 (Reuters) - Croatia will have to 

pay some 2 billion kuna ($309.22 million) in 
state guarantees this year due to troubles at 
its shipyard group, Finance Minister Zdravko 
Maric said on Tuesday. 

"We have made calculations and, as the things 
stand now, we will have to pay some two billion 
kuna on the basis of state guarantees that have 

been extended. It is not a pleasant situation, but 
it will not destabilise our public finances," Maric 
told reporters without further elaboration. 
After achieving a budget surplus last year of 0.8 
percent of gross domestic product, the 
government is aiming for a deficit of 0.5 percent 
this year, though Maric recently said the final 

figure could be better. 
Croatia's biggest shipbuilding group Uljanik, in 
which the state has a 25-percent stake, is 
struggling to avoid bankruptcy and the state's 
responsibility to guarantee past loans is a 

burden on its coffers. 
 
($1 = 6.4678 kuna) 
(Reporting by Igor Ilic 
Editing by Matthew Mpoke Bigg) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
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mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czechs limit bond auctions, on course 

for balanced budget  

09-Oct-2018  
PRAGUE, Oct 9 (Reuters) - The Czech Finance 

Ministry will limit bond auctions for the rest of 
the year due to an expected balanced budget 
for 2018, and after sufficient borrowing 
earlier this year to meet its financing needs, 
the ministry said on Tuesday. 

The ministry scaled back its October issuance 

calendar on Monday, cutting the number of 
auctions to two from four and the maximum 
amount targeted to 4 billion crowns ($177.81 
million), from 16 billion. 
It also cut the planned maximum amount it 
would offer in the fourth quarter to 20 billion 
crowns, from a previous level of 50 billion. 

In September, the state posted a central budget 
surplus of 16.8 billion crowns. It has balanced 
public finances in the past two years. 
 
($1 = 22.4960 Czech crowns) 
(Reporting by Robert Muller and Jason Hovet, Editing 
by Michael Kahn) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Estonia 

Estonia to attend the Annual Meetings 

of the International Monetary Fund and 

the World Bank  

10-Oct-2018  
Eesti Pank and the Ministry of Finance are 
attending the annual meetings of the 
International Monetary and Financial 
Committee (IMFC) of the International 
Monetary Fund (IMF) and the Development 
Committee of the World Bank on 9-14 October 

in Bali in Indonesia. The main topics of the 

meetings are the unevenness in global economic 
growth, increases in risks in the near future, and 
the need to create buffers to strengthen long-
term resilience.  
The IMF meetings this time will discuss 
reforms that could help preserve growth 
around the world, reduce risks and improve 

the medium-term capacity of countries for 

growth. Separate emphasis will be put on the 
need to continue international cooperation and 
make it more efficient. The meetings will also 

discuss ways of strengthening the global 
financial system, support for low-income 
countries and developments in fintech.  
The World Bank meetings will mainly discuss 

how different technologies impact the world 

today, including their effect on work, labour 

markets and social relations, and the associated 

increase in inequality. The World Bank will 
publish a human capital index, which is a 
measure that summarises the amount of human 
capital a child born today can expect to have on 
their 18th birthday given the healthcare and 
education in their country.  

Governor of Eesti Pank Ardo Hansson will attend 
a seminar organised jointly by the Indonesian 
central bank and the Bretton Woods Committee, 
and take part in a panel discussion on turning 
back the unorthodox monetary policy measures 
taken in advanced economies and the impact of 

doing so. He will also be a discussant in an IMF 
seminar on the state of the economy in Europe 
and on risks and the outlook for the future. 

During the meetings, specialists from the IMF 
will meet and discuss developments in the 
Estonian and euro area economies.  
Minister of Finance Toomas Tõniste will meet 

colleagues from various institutions and 
countries to discuss cooperation with Estonia 
and to share Estonia's experience.  
The meetings of the IMF and the World Bank are 
held twice a year and bring together high-level 
delegations from all the countries of the world to 
discuss key economic and financial questions 

and coordinate global economic policy.  
 
(C) Copyright 2018 - Bank of Estonia 
 
 

Hungary 

Hungary posts 149.8 bln forint Sept 

budget surplus   

08-Oct-2018  
BUDAPEST, Oct 8 (Reuters) - Hungary posted a 

149.8 billion forint ($528.21 million) budget 

surplus in September due to the inflow of 
European Union development funds, the 
Finance Ministry said on Monday, trimming 
the nine-month shortfall to 1.497 trillion 
forints. 

The January-September deficit however was still 
well above a 1.36 trillion forint full-year target, 
as Hungary spent heavily on the pre-financing of 
EU-backed projects. 

The EU reimbursed 157.9 billion forints worth of 
spending in September, the ministry said, lifting 
the nine-month EU inflow to 341 billion forints. 
It said further funds worth "hundreds of billions 
of forints" were expected by the end of the year. 
Breaking with practice from previous months, 
the ministry did not provide a tally for the 

amounts spent on pre-financing EU projects. By 
the end of August it had spent 1.389 trillion 
forints on such projects, the ministry said last 
month. 
The ministry affirmed its full-year deficit 
target at 2.4 percent of gross domestic 
product. It said revenues from value-added, 
personal income and payroll taxes rose 

substantially in the first nine months. 
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($1 = 283.6 forints) 
(Reporting by Gergely Szakacs) 
(( gergely.szakacs@reuters.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 

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

IMF revised upward Hungary’s growth 

estimate again   

09-Oct-2018  
Compared to the previous expectations 
published in July the latest World Economic 
Outlook shows a 0.2 percentage points higher 
growth rate for this year and a 0.3 percentage 

points higher rate for next year. Accordingly, 

Hungary's GDP growth is expected at 4 percent 
for 2018, which rate is roughly in line with the 
Government's estimate.  
The IMF observes in the publication, issued to 

coincide with the Fund's annual meeting, that 
the world economy is nowadays facing rapidly 
changing challenges of which the deepening of 
trade tensions as well as geopolitical and 
domestic political uncertainty may pose the 
gravest risks. As a consequence, the IMF has cut 

its former estimate for global growth by more 
than 0.1 percentage point but growth predictions 
have become also more cautious regarding 
Germany, the euro-zone and the CEE countries. 
It is worth noting though that as far as 
Hungary is concerned the IMF has 
significantly raised the previous estimate and 
thus acknowledged the achievements of 
Hungary's economic policy and confirmed the 

country's growth potential. This step however 
did not come as a surprise: over the past four 
years the IMF made a positive revision of 
Hungary's growth outlook in each bi-annual 
World Economic Outlook, thus altogether six 
times, similarly to other international entities 
(e.g. the European Union and the OECD).  

The latest statistical data show that Hungary's 
economy grew by 4.9 percent year-on-year in 
Q1 2018 and by 4.7 percent in the first half of 
the year. These figures are more than twice as 

high as the respective EU averages. This almost 
certainly makes the above 4 percent full-year 

GDP growth target attainable. This target is to 
be achieved parallel to stable public finances and 
a further reduction in the government debt-to-
GDP ratio.  
 
(C) Copyright 2018 - Ministry of National Economy of 
Hungary 
 
 

Romania 

IMF lowers Romania's 2018 GDP 

growth forecast to 4%  

09-Oct-2018  
BUCHAREST (Romania), October 9 (SeeNews) - 
Romania's real gross domestic product (GDP) 
growth is projected to reach 4.0% in 2018 

before decelerating to 3.4% in 2019, the 
International Monetary Fund (IMF) said in the 

October edition of its World Economic Outlook 
(WEO) report released on Tuesday. 

In its previous WEO report published in April, the 
IMF said it expected Romania's economy to 
expand by a real 5.1% in 2018. 
According to the global lender, Romania closed 
2017 with a growth rate of 6.9% on fiscal 

stimulus and strong external demand. Growth is 
expected to decline in the following two years as 
the stimulus moderates, it added. 
Romania's economic growth slowed to 4.1% 
year-on-year in the second quarter of 2018, 
compared to 6.1% annual growth in the like 
quarter of 2017,  the national statistical office, 

INS, said. Final household consumption volume 

rose by 3.9% in the second quarter of the year. 
The IMF's October forecast for Romania's 
2018 economic growth is below the 
government's projection of a 5.5% increase. 
Romania's consumer prices are seen rising 4.7% 
year-on-year in 2018 and by 2.7% in 2019, the 
IMF said in the October edition of its WEO 

report. The country's annual consumer price 
inflation accelerated to 5.1% in August from 
4.6% in the previous month, INS said. 
Romania's central bank, BNR, in August 
decreased its annual inflation forecast for 2018 
to 3.5% from 3.6%, back within its target band 
of 1.5-3.5%. 

Unemployment rate is projected to fall from 

4.9% in 2018 to 4.7% in 2018 and 4.8% in 
2019, according to the IMF forecast. 
The country's current account deficit is 
expected to drop to 3.5% of GDP projected in 
2018 and to 3.4% of GDP projected in 2019, 

the IMF said. This compares with a current 
account gap of 3.4% of GDP in 2017, according 

to the IMF. Romania's current account recorded 
a deficit of 4.811 billion euro ($5.589 billion) in 
January-July, compared to a deficit of 4.162 
billion euro in the year-ago period. 
In June, the IMF said that fiscal moderation 
would reduce the amount of monetary tightening 

required to help temper overheating of 
Romania's economy. 

 
($=0.871 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania's government okays pension 

overhaul, doubles budget  

10-Oct-2018  
•Social Democrats propose four-year pension 

overhaul 
•Romania has 5.2 million pensioners 
•Bucharest seen overshooting EU's budget 
gap threshold 

By Radu-Sorin Marinas 

BUCHAREST, Oct 10 (Reuters) - Romania's 

government has approved a plan to more than 
double state pensions over the next four years 
for the country's 5.2 million retirees, a move 
that critics say will put heavy strain on public 
finances in the long run. 
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Under the plan, pension-related spending in the 

social security budget would rise steeply to 142 

billion lei ($35.12 billion) by 2022, from about 
62 billion set aside for this year. 
"We won't enforce any cuts in exchange, nor 
introduce new taxes to support this plan, GDP 
will expand every year over the next four years," 
Labour Minister Olguta Vasilescu told reporters 

on Wednesday. The budgetary impact will be 8.4 
billion lei in 2019. 
The aim of the overhaul is to iron out 
discrepancies that have built up over the years 
between various beneficiaries of the state 
pension system, regardless of the year of 

retirement or previous employment. 
The ministry said previously that the cash 
required to meet the plan would be partly 
covered by a 70 percent increase in revenues 

from mandatory social contributions. 
The government, which has a comfortable 
majority in parliament, will now submit the plan 
to legislators for debate and approval. 

Vasilescu said that after 2022 all state pensions 
would be adjusted in line with consumer price 
inflation plus 50 percent of the real growth of 
the average wage in the economy. 
Official statistics put the current monthly 
average state pension in Romania at about 
1,100 lei.  

The Social Democrat government is targeting a 
consolidated budget deficit of just under 3 
percent of GDP - the European Union's ceiling - 

this year. Economists polled by Reuters expect 
an overshoot to 3.1 percent of GDP. 
 
($1 = 4.0438 lei) 
(Editing by Kirsten Donovan) 

(( radu.marinas@thomsonreuters.com ; +40 21 305 
5263; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia 

Russia paid Belarus $263 mln as a part 

of bilateral oil deal   

12-Oct-2018  
MOGILEV, Belarus, Oct 12 (Reuters) - Russia 

has paid $263 million to Belarus as part of a 
deal that covers exports of Russian oil to its 
neighbour, Belarus's Deputy Prime Minister 
Igor Lyashenko told reporters on Friday. 

Russia, Belarus and Kazakhstan have a duty-free 

arrangement under which Moscow has been 
sending crude oil and oil products to Minsk with 
no export fee.  
Russia is also exporting some of that oil via 
Belarus further to Europe and is paying Minsk 
back associated oil export duties.  
 
(Reporting by Andrei Makhovsky; Writing by Maria 
Kiselyova; Editing by Katya Golubkova and Mark 
Potter) 
(( maria.kiselyova@thomsonreuters.com ; +7 495 775 
1242; Reuters Messaging: 
maria.kiselyova.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Serbia 

Serbia's fiscal council sees 2018 GDP 

growth rising to 4.4 pct  

09-Oct-2018  
BELGRADE, Oct 9 (Reuters) - The Serbian 

government's economic advisory body 
expects gross domestic product to rise to 4.4 
percent this year, higher than 4 percent 
projected by the central bank and the 4.2 
percent by the International Monetary Fund. 

In a report on Tuesday, the Fiscal Council also 

said the government's priorities should be pro-

growth fiscal policies, public sector reforms and 
improvement of the rule of law.  
The government is expected to have a 0.5 
percent of GDP budget deficit next year. 
According to Finance Ministry data, it is 

currently running a 0.6 percent surplus. 
The council, whose recommendations the 

government does not always follow, said 2018 
growth was being pushed up by higher 
agriculture and electricity production, and that 
growth would drop to 3.5 percent next year.  
The International Monetary Fund, reviewing a 
new 30-month programme with Serbia last 
week, said that, while the country's finances had 

improved dramatically, it still needed to dispose 

of remaining state-run firms and improve its 
resiliency to global risks. 
 
(Reporting by Aleksandar Vasovic; editing by John 
Stonestreet) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

New Arrangement with the IMF to 

Accelerate Sustainable Growth   

12-Oct-2018  
New Arrangement with the IMF to Accelerate 
Sustainable Growth  
The Serbian delegation led by NBS Governor 

Jorgovanka Tabaković met with IMF Deputy 
Managing Director Tao Zhang within the 
framework of the Annual Meetings of the IMF 
and World Bank Group in Indonesia.  

The meeting with Mr Zhang focused on the 
results Serbia has achieved, current 
macroeconomic developments and the 
implementation of the new economic 
programme supported by the Policy Coordination 

Instrument.  
The Serbian delegation highlighted that the prior 
period was marked by strengthened 
macroeconomic stability and improved outlook, 

in an environment of structural reforms and full 
coordination between monetary and fiscal 

policies. This is reflected in GDP growth of 4.9% 
y-o-y in the first half of the year, supported by a 
vigorous rise in private and government 
investment. A favourable economic outlook 
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stimulated long-term investment appetite, 

reflecting the improvement of the domestic 

business climate and progress on global 
competitiveness lists.  
Inflation has been preserved at a low level, 
the country risk premium is at its lowest, the 
country's credit rating is favourable, and fiscal 
stabilisation has ensured a much faster than 

expected reduction in public debt. It was 

concluded that all the results achieved serve as 
the best guarantee that growth in employment 
and the standard of living will continue in the 
coming period. In the field of financial sector 
reforms, the NPL share in total loans fell to 
6.5%, down by over two thirds from the start of 
implementation of the NPL Resolution Strategy.  

Mr Zhang commended the results achieved by 

the Republic of Serbia, expressing the IMF's 
intention to continue to fully support the key 
reforms in Serbia. He said Serbia availed of euro 
area growth to expand its trade relations, while 
at the same time achieving and maintaining 
fiscal stability and ensuring quality support to 

economic growth. Finally, the participants 
concluded that political stability is an important 
pillar of overall macroeconomic and financial 
stability of the country, underpinning sustainable 
economic growth.  
 
(C) Copyright 2018 - National Bank of Serbia 

 
 

Slovakia 

Slovak government approves 2019 

budget with faster deficit reduction  

10-Oct-2018  
BRATISLAVA, Oct 10 (Reuters) - Slovakia's 

government approved a 2019 budget on 
Wednesday that aims for a faster reduction in 
the fiscal deficit than initially planned due to 
stronger economic prospects and higher tax 
collection. 

The three-party ruling coalition, led by leftist 

Smer, plans to cut the deficit to 0.1 percent of 
gross domestic product next year, the lowest 

level ever, down from an estimated gap of 0.6 
percent this year. 
The approved budget plans see a balanced 
budget in 2020 and then a first-ever surplus 
in 2021, coming at a time of fast economic 
growth thanks to an expanding car sector in 

the euro zone country and a fall in 

unemployment to new lows. 
Last month, the finance ministry said the state 
would see higher tax collection than originally 
forecast, allowing for a 10 percent wage hike for 
public sector workers and the introduction of 
benefits including free lunches for elementary 

school children. 

The draft budget sees a public finance gap of 2.1 
billion euros next year while the public debt is 
expected to fall to 47.3 percent of GDP in 2019, 
from 48.7 percent this year. The euro zone 
average was 86.7 percent last year. 
The plans are based on expected economic 

growth of 4.5 percent in 2019 -- more than 

double the European Union and euro zone 

average. 
Slovakia is home to three automotive plants and 
a fourth one is expected to come online later 
this year, helping growth and cementing the 
country's position as the world's biggest per-
capita car maker. 

 
(Reporting by Tatiana Jancarikova, Editing by Robert 
Muller, Richard Balmforth) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovenia 

Slovenia T-bill auction oversubscribed, 

yields remain negative  

09-Oct-2018  
LJUBLJANA, Oct 9 (Reuters) - Slovenia sold 80 

million euros ($92 million) of treasury bills at 
an auction on Tuesday, in line with its initial 

target, as yields remained negative, the 
Finance Ministry said in a report. 

It sold 40 million euros of 18-month bills at a 
yield of minus 0.37 percent against minus 0.35 
percent at the last auction of such bills in April. 
It also sold 35 million euros of 12-month bills at 

a yield of minus 0.39 percent compared to 
minus 0.38 percent in September. The yield for 

6-month bills reached minus 0.40 percent 
compared to minus 0.38 percent last month. 
Analysts said yields were likely to remain 
negative for at least as long as the European 
Central Bank continues with its quantitative 
easing programme. 

Total bids amounted to 520 million euros. No 
further T-bill auctions are planned this year. 
 
($1 = 0.8710 euros) 
(Reporting By Marja Novak; Editing by Kevin Liffey) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentine peso extends rally, worries 

grow about central bank debt  

09-Oct-2018  

By Gabriel Burin 
BUENOS AIRES, Oct 9 (Reuters) - Argentina's 

currency extended its week-long rally on 
Tuesday as investors swarmed toward peso-
denominated debt offered by the central bank 
at nose-bleed high interest rates, even as 
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economists worried over the bank's growing 
indebtedness. 

The central bank began offering short-term 

notes called "Leliqs" with interest rates of about 
70 percent at the start of the month to 
encourage Argentine banks to invest in peso- 
denominated assets rather than seeking the 
safety of the U.S. dollar. The strong dollar has 
fueled soaring inflation in Latin America's third 

biggest economy.  
It traded at 37.2 pesos to the greenback on 
Tuesday. The peso has risen 11.2 percent so far 
in October, including Tuesday's gain of more 
than 1 percent. But it is still down more than 50 
percent against the dollar since the start of the 

year, with private economists forecasting further 
peso devaluation ahead. 
Economists, however, were concerned over 
the high rates carried by the notes and see 
the issuance of the new Leliqs as a risky 
maneuver that could backfire and saddle the 
bank with too much debt. 
With every fresh sale of Leliqs, the bank's 
liabilities grow. The strategy still may prove 

successful if the expected depreciation of the 
peso over the year ahead increases the value of 
the bank's dollar reserves. 
Guido Lorenzo, an economist at local 
consultancy ACM, said the danger was the 
central bank's rate of indebtedness outpacing 
the rate at which its dollar reserves are 

depreciating. 

"If this happens the central bank is going to end 
up with some terribly high debt obligations," 
Lorenzo said. 
The peso sell-off started in May, when foreign 
investors grew concerned about Argentina's 

ability to pay its debts and dumped what had 
been a rapidly growing inventory of short-term 
central bank notes called "Lebacs." 
The Leliqs are offered only to local financial 
institutions, which are subject to reserve 
requirements that would block them from 
rushing out of the short-term notes and 

causing a fresh run on the peso. 
The central bank sold 82.996 billion pesos ($2.2 

billion) in Leliqs at an average annual interest 

rate of 73.524 percent on Monday with more 
expected to be issued on Tuesday. 
The currency is seen plummeting about 19 
percent to 47 to the dollar over the next 12 
months, according to a poll of economists by 
Reuters last week. The bank says it will keep 

interest rates above 60 percent until December.  
The International Monetary Fund has cut its 
global economic growth forecast for this year 
and next, citing factors including capital outflows 
and tighter financial conditions in emerging 
markets like Argentina. 

 
(Additional reporting by Jorge Otaola; Writing by Hugh 
Bronstein; Editing by Ross Colvin and Jeffrey Benkoe) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Brazil/Argentina 

Brazil, Argentina buck slump in 

emerging markets  

09-Oct-2018  
Oct 9 (Reuters) - Brazil's real firmed for a 

seventh straight session on Tuesday, buoyed 
by optimism over a market-favorable outcome 
to its presidential election, while 
implementation of economic reforms in 
Argentina strengthened its currency. 

This was in contrast to markets worldwide, 
which have been hit by risk-off sentiment after 

worries over Italy's finances and rising Sino-U.S. 
trade war fears sent U.S. Treasury yields 

soaring, boosting demand for the dollar.  
Further souring sentiment, the International 
Monetary Fund cut its 2018 and 2019 global 
growth forecasts, noting that the susceptibility of 

emerging markets to large global shocks has 
risen. 
A move to safe-haven assets has caused capital 
to flow out of riskier emerging market assets 
and analysts are increasingly warning of this 
sentiment catching up with the rally in Latin 
American markets. 

Brazil's real firmed 1 percent on continued 
euphoria after a surprise strong lead for market-
preferred presidential candidate Jair Bolsonaro in 

the first-round vote over the weekend raised 
hopes of him pushing through much-needed 
economic reforms.  
But "the real's gains are unlikely to be 

sustained," said Win Thin, global head of 
emerging market currency strategy at Brown 
Brothers Harriman. 
"Markets are getting a little too optimistic 

(after Sunday's vote result), but the rest of 

the emerging markets are still lower," he said, 
adding that he did not think Brazil would be an 

exception.  
Analysts at Rabobank added that "markets could 
be false starting and underestimating the 
execution risks for the key fiscal reforms. In 

case of frustration, this initial optimism could 
give way to a deterioration in market conditions 

and economic expectations."  
The Bovespa stock index rose after having 
dipped early in the session. Gains were led by 
iron ore miner Vale, which rose 1.2 percent, in 
tandem with higher iron ore prices.  
Argentina's peso sustained its gains from last 
week, after the government and central bank 

began to implement economic reforms 
mandated by the IMF when it extended a 
funding facility to support the inflation-wracked 
economy. The currency has lost half its value 
against the dollar so far this year.  
"The peso is due for a couple of good days. It's 

clawing some ground back on limited good 

news," Thin said.  
The MerVal stock index, however, fell more than 
1 percent, with losses broad-based as investors 
took profits after strong gains in the previous 
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session. 

Mexico's peso weakened and stocks fell for a 

second straight session, in line with the broader 
market. 
 
(Reporting by Susan Mathew in Bengaluru; ; Editing by 
Dan Grebler) 
(( susan.mathew@thomsonreuters.com ; +91-80-
6749-1130; Reuters Messaging: 
susan.mathew.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

AFRICA 
 

Africa rebounding, but must prepare 

for future  

11-Oct-2018  

•Growth seen improving in wake of 
commodities crash 
•Africa still well behind on job creation, 
revenue mobilisation 
•Governments must prepare for shifts in 
global economy  

By Joe Bavier 

JOHANNESBURG, Oct 11 (Reuters) - Africa's 

GDP growth is rising but it must do more to 
solidify a fragile recovery and prepare for 
major disruptions in the global economy, the 
International Monetary Fund's top official for 
Africa said. 

Economic growth in sub-Saharan Africa is on 
track to hit 3.1 percent this year, up from 2.7 
percent in 2017 and a turnaround from the 

2014-15 commodities crash, Abebe Selassie, 
director of the IMF's African Department, told 
Reuters. It could quicken further to 3.8 percent 
in 2019. 
One-third of Africans live in countries where per 
capital GDP fell last year however, according a 

report released by the IMF on Thursday.  
Trade tensions between the United States and 
other major economies including China could 
lead to a cumulative loss of GDP for Africa of up 
to 1.5 percent by 2021. 
And Africa will face long-term challenges due to 

rapid advances in artificial intelligence and 

increased automation which are expected to 
shape future job markets.  
"If you are not equipping your labour force for 
the jobs that have to be created, you could end 
up with much lower growth rates. And that's 
what we're worried about," Selassie said in a 
telephone interview.  
Africa will need to create an average of 20 
million new jobs for its rapidly growing 
population each year through 2035, more 
than double the job creation rate of the past 

five years.  
Though the pan-African growth rate is dragged 
down by the sluggish performances of large 

economies like South Africa, Angola and Nigeria, 

many countries are seeing robust expansion.  
"We have 22-odd countries that are growing at 
close to 6 percent or more, and quite a lot of 
others in the 3, 4 or 5 percent," Selassie said.  

However despite pledges to reform, little 

progress has been made to improve revenue 

mobilisation and diversify economies to make 
them less vulnerable to future crises, he said.  
Capital inflows to Africa have grown 
exponentially in recent years, but there too risks 
exist. Much of the increase has come from debt. 
Liability inflows ballooned from $3 billion in 2000 

to $60 billion last year, Selassie said.  
"We are very, very careful to highlight that this 
is a double-edged sword," he said. "A very 
healthy, stable macro environment is 
paramount. Those are necessary conditions. 
They're not sufficient." 

Governments must also promote digital 
connectivity, ensure flexibility in their education 
systems to meet the demands of the future job 

market, better allocate public spending and 
nurture private investment.  
Economies can potentially benefit greatly from 
new technologies that are already transforming 

the continent, Selassie said.  
The widespread adoption of mobile money, for 
example, has given millions of Africans access 

to financial services for the first time. 
But an enormous amount of work is required to 
ensure Africa is not left behind.  
The region currently has the lowest internet 
penetration rate in the world at less than half 
the global average. Secondary education 

enrolment rates in Africa are also the world's 

lowest. 

 
(Editing by Matthew Mpoke Bigg) 
(( joe.bavier@thomsonreuters.com ; +27 664877766; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Angola 

Angola's deficit to shrink by end of 

2018   

08-Oct-2018  
By Karin Strohecker 

LONDON, Oct 8 (Reuters) - Angola's fiscal 

deficit will have shrunk to less than 1 percent 
by the end of the year, while its battered 
currency has reached equilibrium thanks to an 
economic stabilisation programme, central 
bank Governor Jose de Lima Massano said on 
Monday. 

With oil accounting for more than 90 percent of 
its exports, Angola's economy has been battered 

since the 2016 oil price tumble, and falling 
production has recently added to its woes. Faced 
with poorer than expected economic growth this 
year, the country sought financial support from 
the International Monetary Fund in August. 
However, the macroeconomic stabilisation plan 

launched since the new government under 

President João Lourenço came to power just 
over a year ago had helped improve the 
situation, Massano told Reuters in an interview. 
The fiscal deficit, which stood at 7 percent at the 
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end of 2017, will have shrunk to around 1 

percent by year-end, he said. 

"We allowed the currency to depreciate by over 
46 percent, and when we started the year our 
currency was one of the top five over-valued 
currencies," Massano said on the sidelines of the 
FT Africa Summit in London.  
The gap between the exchange rate for the 

kwanza on the formal and informal markets 
had narrowed from around 150 percent at the 

start of the year to some 20 percent now, he 
said. However, there was still a dollar shortage 
in the country.  
"We still have a demand for foreign currency 
that is not really covered in the time frame that 
most businesses would like to see." 

The dollar liquidity squeeze in Africa's second-

largest oil producer has made it difficult for 
foreign companies to repatriate profits and 
discouraged many from investing. 
Adding to Angola's woes is a hefty debt burden. 
Public debt, including the debt of the state-
owned oil company Sonangol, reached 64 

percent of gross domestic product in 2017, 

according to the IMF. However, Massano 
expected that the country may return regularly 
to international bond markets. 
"We are now closing the budget for next year," 
he said. "My sense is that the need to finance 
the economy will remain. If we manage to keep 

the economy on the right track, it will make a lot 
of sense to go there (to international capital 

markets), and get it on better terms, and keep 
working with the markets." 
 
(Reporting by Karin Strohecker; Editing by Hugh 
Lawson) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Botswana 

Moody's Says Botswana's Credit Profile 

Balances Large Fiscal Reserves   

10-Oct-2018  
Oct 10 (Reuters) - Moody's -  
Botswana's credit profile balances large fiscal 
reserves and low debt against small and 
undiversified economy. 

Botswana's credit profile balances the 
government's strong balance sheet, net external 
creditor position, low debt burden against 

country's economy. 
Botswana's fiscal strength is supported by low 
debt stock, with a very small foreign-currency 
exposure and a strong government balance 
sheet. 
Botswana stable rating outlook reflects moody's 

assessment of policymakers' continued 
commitment to prudent fiscal stance. 
Botswana government's cost of debt is likely to 
remain very low in the near term. 
 

(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Congo Republic 

Congo Republic approves 2019 budget 

with GDP growth forecast of 3.7 pct  

07-Oct-2018  
BRAZZAVILLE, Oct 6 (Reuters) - Congo 

Republic's government said on Saturday it 
plans to raise spending next year to 2.3 
trillion CFA francs ($4.06 billion) compared 
with 1.6 trillion CFA francs in 2018. 

In a statement announcing the budget proposal, 
government spokesman Thierry Moungalla 

forecast that the economy would grow 2 percent 
this year and 3.7 percent in 2019. 
Congo's economy is recovering after it was hit 
hard by low crude oil prices as it struggled 
under the weight of more than $9 billion in 
debt, which exceeds its gross domestic 

product (GDP). That forced the African nation to 
seek a bailout from the International Monetary 

Fund. 
Its creditors, which include commodity trading 
houses Trafigura and Glencore PLC, are keenly 
watching for signs of an improvement to the 
country's economic fortunes. 
In July, the central African country reported a 
rebound in economic growth in the first quarter 

to 1.9 percent, following a 2.6 percent decline 
for all of 2017, due to improved oil prices and 
production.) 
 
($1 = 566.2000 CFA francs) 
(Reporting by Christian Elion 
Writing by Alessandra Prentice; editing by Bill Berkrot) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

Egypt kicks off pan-Asian bond 

roadshow in South Korea  

07-Oct-2018  
CAIRO, Oct 7 (Reuters) - Egypt launched a 

pan-Asian roadshow to promote its 
international bonds in South Korea on Sunday, 
part of a bid to bring down rising yields on its 
debt, the finance ministry said. 

The non-deal roadshow that starts in Seoul aims 
to open up new bond markets for Egypt, the 

statement said. The government cancelled four 
consecutive local currency T-bond auctions last 
month after bankers and investors demanded 
high yields on the debt.  
Finance Minister Mohamed Maait said last 
month Egypt was looking to sell around $5 
billion in Eurobonds, possibly in the first 

quarter of 2019. 

"The expansion of the investor base and 
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increasing liquidity levels for Egyptian securities 

contribute to reducing the high yields required 

on government securities, thereby reducing the 
public debt burden," the statement said. 
Egypt aims to reach an average interest rate 
on government debt instruments in the 
current 2018-2019 budget of about 14.7 
percent compared with 18.5 percent in fiscal 

year 2017-2018, which ended on June 30. 

Egypt's funding needs in the 2018-2019 budget 
are about 714.637 billion Egyptian pounds 
($40.06 billion), of which 511.208 billion are in 
the form of domestic debt instruments and the 
rest are external financing from the issuance of 
bonds and an IMF loan. 
 
($1 = 17.8400 Egyptian pounds) 
(Reporting by Ehab Farouk; Writing by Amina Ismail; 
Editing by Jan Harvey) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Malawi 

IMF expects 4 pct growth in Malawi in 

2019, economy performing well   

06-Oct-2018  
BLANTYRE, Oct 6 (Reuters) - The International 

Monetary Fund (IMF) said it expected 
Malawi's economy to grow by around 4 
percent in 2019, followed by a rise to 6-7 
percent over the medium term. 

In a statement on Friday, the IMF said Malawi 
was performing well under a three-year $112 
million loan facility agreed earlier this year to 
help the southern African country reform its 
economy. 
"Malawi's economy continues to grow while 
inflation remains on a declining trend," the 

statement read. 
Malawi, which is heavily reliant on foreign 
funding, has restored economic stability after 
donors froze budgetary support over a 

corruption scandal. 

Around a third of the country's $3.5 billion public 
debt is external. 
The IMF said key reform areas for Malawi were 

to improve debt management and public 
financial management. Fiscal policy should focus 
on ways to restore the budget balance after 
spending overruns last year, it added. 
In a sign of lingering economic pressures, 
Malawi's energy regulator said on Saturday that 
fuel prices would rise by an average of 5 

percent. The regulator ran out of funds used to 
cushion consumers from fuel price rises earlier 
this year. 
Malawi is a net importer of fuel and other 
essential goods, such as fertilizer and 

pharmaceuticals. 

 
(Reporting by Frank Phiri 
Writing by Alexander Winning 
Editing by Ros Russell) 
(( alexander.winning@tr.com ; +27 11 775 3158; 

Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Nigeria 

Nigeria's Buhari asks lawmakers to 

approve $2.79 bln Eurobond  

09-Oct-2018  
By Camillus Eboh 
ABUJA, Oct 9 (Reuters) - Nigerian President 

Muhammadu Buhari on Tuesday asked 
lawmakers to approve the issuance of a $2.79 
billion Eurobond, in a letter read in the upper 
chamber of parliament.  

The head of the Debt Management Office (DMO) 

in June said Nigeria planned to raise $2.8 billion 
of debt offshore as part of its 2018 budget.  
Nigeria, which emerged from recession last year, 
approved a three-year plan in 2016 to borrow 
more from abroad so that 40 percent of its loans 
would come from offshore in an attempt to lower 

borrowing costs.  
Buhari, in the letter, said he wanted the 
Eurobond to be issued in the international 
capital market for the "implementation of new 
external borrowing" that had already been 

approved in the 2018 budget. 
The money was sought to help finance the 
budget deficit and to fund infrastructure 

projects. 

Buhari, who will seek a second term in a 
presidential election to be held in February, 
signed a record 9.12 trillion naira budget for 
2018 into law in June as part of an attempt to 
foster growth in one of Africa's biggest 
economies. 

 
(Additional reporting by Paul Carsten, writing by Alexis 
Akwagyiram; Editing by Kevin Liffey) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

South Africa gets $35 bln in investment 

pledges towards $100 bln goal  

10-Oct-2018  
•South Africa's economy currently in 
recession 
•Investment summit key to Ramaphosa's 
economic growth plan 

•Ruling party keen to score gains before mid-
2019 poll 

By Mfuneko Toyana 

PRETORIA, Oct 10 (Reuters) - South Africa has 

investment commitments of $35 billion as 
part of plans by President Cyril Ramaphosa to 
attract $100 billion over the next five years to 
revive the country's flagging economy, his 
economic adviser told Reuters on Wednesday. 
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Ramaphosa has appointed a team of investment 

envoys - bankers, former ministers, business 

people as well as economist Trudi Makhaya, his 
economic adviser - to scour the world's financial 
capitals for new investors. 
"There is about $35 billion that has been 
pledged," Makhaya said. "We've had $10 billion 
committed from Saudi Arabia. About $10 billion 

from the UAE, and around $15 billion committed 
from China when you're looking at government 
to government deals." 
The South African government hopes to raise 
more money from companies and 
governments at an investment summit in 
Johannesburg on October 26, part of efforts to 

fulfil Ramaphosa's promise to create jobs. 

"You're also going to have a stream of 

announcements at the investment conference," 
Makhaya said. 
She said the summit would connect investors 
with projects, and also be an opportunity to 
convince investors the country was on a stable 
policy path. 

"We need to keep doing the work of raising 
investments leading up to next year's election to 
show investors policy isn't going to change 
(even if the ruling ANC party lost the vote)," she 
told Reuters in an interview. 
The polls are due to be held in the middle of the 
next year and the African National Congress is 

battling to increase its majority. Ramaphosa 
faces an uphill battle to secure public and 

investor support after a decade of scandals 
under Jacob Zuma. 
Makhaya said over the past decade, the 
government had borrowed heavily to fund 
spending on poorly executed infrastructure 

projects and pay public sector wages, but 
tighter controls were needed to ensure 

returns on investments. 
"Significant fiscal spending in the last ten years 
did keep us away from the brink, but it didn't 
alter the economy fundamentally," she said, 
adding that spending to try and boost the 
economy would not work in the long run.  

"We've seen that it doesn't work," Makhaya said. 
Pretoria's debt burden has doubled to nearly 60 

percent of gross domestic product in the past 
decade, while growth in the same period 
averaged around 2 percent, well short of 
government's target of 5 percent annual 
expansion. 

"The president has articulated his economic 
vision very clearly. It's investments, job creation 
and fixing up governance," Makhaya said from a 
meeting room, near Ramaphosa's office in 
Pretoria. 
(1 South African rand = $0.0685) 
 
(Editing by James Macharia and Jane Merriman) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 

 

Zambia 

Fitch Downgrades Zambia to 'B-'; 

Outlook Negative  

11-Oct-2018  
Fitch Ratings-Hong Kong-October 11: Fitch 

Ratings has downgraded Zambia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
to 'B-' from 'B', with a Negative Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The downgrade and Negative Outlook on 
Zambia's Long-Term IDRs reflects the 
substantial upward revision in the 

government budget deficit targets. 
The Minister of Finance presented the 2019 
Budget to the National Assembly on 28 
September. This followed the release of the 
2019-2021 Medium-Term Expenditure 

Framework (MTEF) earlier in September. Both 
documents lay out the government's fiscal 
framework, which envisages a reduction in the 
fiscal deficit to 5.1% of GDP by 2021, down from 
7.9% in 2017. The new fiscal framework 
represents a significantly less ambitious fiscal 

consolidation effort than the previous MTEF, 
which had set out the objective of reducing the 
fiscal deficit to no more than 3% of GDP by 
2020. 
Upward revisions to fiscal deficits and 
government debt have weakened the 

credibility of the government's fiscal targets. 
The government revised the 2018 fiscal deficit 

target to 7.4% of GDP from the 6.1% contained 
in the 2018 budget. Earlier in the year, the 
government revised its 2017 fiscal deficit to 
7.9% of GDP from the provisional figure of 7%, 
and also revised its external debt stock up to 
USD8.7 billion from USD7.9 billion. The deficit 
revisions have been the result of the 

reconciliation of previous disbursements to 
externally financed projects and of higher debt-
servicing costs, both of which reflect broad 

deficiencies in public financial management and 
a rapid accumulation of new external debt. The 

government has taken some steps to keep 
future disbursements in line with the budget, 

but this is likely to remain a problem over the 
medium term. 

The 2019 Budget envisages an increase in 
revenue from a number of tax reform measures. 
These measures include reducing tax 
expenditures by updating the rules on tax 
deductions and transfer pricing, and increasing 
the withholding tax. The budget also proposes 

changes to the mining tax regime, which would 
increase royalty rates by 1.5pp across all 
brackets and add a new top bracket. These 

measures could help to marginally increase 
government revenue, but not by enough to 
counter the expected increase in capital 

expenditure. The government's budget targets a 
reduction in the 2019 fiscal deficit to 6.5% of 
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GDP, from 7.4% in 2018. Fitch believes that the 

budget targets are optimistic, and forecasts a 

deficit of 7.5% of GDP in 2018 and 6.9% in 
2019. The agency also believes that the risks 
are tilted to the downside. 
The Ministry of Finance released a statement 
in June, noting the need for fiscal 
consolidation and highlighting the high risk of 

debt distress. The statement indicated the 

government's intention to curtail the contraction 
of new debt and to cancel some of the 
contracted but undisbursed loans. Despite the 
statement, the current MTEF contains a total of 
USD3.4 billion in new external financing in the 
years 2019 to 2021, which equates to 
approximately 4.3% of GDP each year. The 

government has reduced some domestically 

financed project spending, but capital 
expenditure remains at around 7% of GDP per 
year through 2021. Over the same period, debt 
servicing will consume approximately 24% of 
government revenue. 
Fitch now forecasts Zambia's general 
government debt to reach 69% of GDP by 
end-2018, up from 60% at end-2017, and to 

rise again in 2019. This represents an increase 
from our previous forecast of a rise to 64% of 
GDP in 2018 and for government debt to begin 
falling in 2019. The further expected increase in 
foreign-currency debt will make Zambia's debt 

stock more vulnerable to FX volatility and to a 
rising global interest-rate environment. 

Increased external borrowing will also weaken 
the external position. Reserves were USD 1.7 
billion in August 2018, which is down from the 
USD2.1 billion (or 2.4 months of current 
external payments (CXP)) at end-2017, as the 

Bank of Zambia has sought to contain currency 
depreciation. Fitch forecasts reserves to remain 
below three months of CXP through 2018 and 
2019. 
Zambia's 'B-' IDRs also reflect the following key 
rating drivers: 
Fitch forecasts GDP growth at 4.5% in 2018 and 

2019, but emphasises that risks are tilted to the 
downside. Copper output will increase to around 
830,000 metric tonnes (mt) in 2018, and to 

grow at approximately 5% per annum in the 
following years. However, Fitch expects that 
copper prices will plateau, which, along with 

increasing mining taxes and questions about the 
business environment, may reduce investment 
in the sector. Beyond the mining sector, 
increased government capital expenditure will 
support growth in the construction and services 
sector. 
Delayed fiscal consolidation and high debt will 

weigh on macroeconomic stability. In a sign of 
stress, the Zambian kwacha depreciated by 
almost 20% in September 2018, after a period 
of relative stability beginning in 2H16. The 

kwacha may recover some ground, but FX 
volatility raises risks to debt/GDP projections. 
CPI growth has increased to 8% yoy in August 

2018, having fallen to 6.1% at end-2017. 
Inflation will accelerate further if the recent 
weakness of the kwacha is not reversed. The 

ability of the Bank of Zambia to tighten 

monetary policy in response will be constrained 

by the impact on the government's interest 
expenditure which is already high, while 
currency depreciation will increase the 
government debt/GDP ratio. 
Zambia's sovereign ratings remain 

constrained by weak development indicators. 

Both GDP per capita and per capita income 
remain below half the historical 'B' median, and 
measures of human development compare 
weakly with rated peers. Furthermore, 
deterioration in performance on governance 
indicators has put downward pressure on the 
ratings. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Zambia a score 
equivalent to a rating of 'B-' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final LT 

FC IDR 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 

forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 

not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually, or 

collectively, lead to negative rating action 
include: 
•An inability to access external or domestic 
sources of financing or evidence of heightened 
risks in meeting debt-service payments; 
•A failure to narrow the budget deficit and 
stabilise the government debt/GDP ratio; and 

•Deterioration in the external reserves position. 
The main factors that could, individually, or 
collectively, lead to positive rating action 
include: 

•Narrowing of the fiscal deficit and stabilisation 
of the general government debt/GDP ratio; and 

•A rise in international reserve coverage, 
thereby reducing Zambia's vulnerability to 
external shocks 
KEY ASSUMPTIONS 
Fitch assumes that copper prices will not 
experience a sustained fall from current levels. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR downgraded to 
'B-' from 'B'; Outlook Negative 
Long-Term Local-Currency IDR downgraded to 
'B-' from 'B'; Outlook Negative 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 

Country Ceiling downgraded to 'B' from 'B+' 

Issue ratings on long-term senior unsecured 
foreign-currency bonds downgraded to 'B-' from 
'B' 
Issue ratings on long-term senior unsecured 
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local-currency bonds downgraded to 'B-' from 'B' 

Issue ratings on short-term senior unsecured 

local-currency bonds affirmed at 'B' 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 6796 
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 
 
 

Zimbabwe 

Zimbabwe president says new tax 

necessary pain for recovery  

08-Oct-2018  
HARARE, Oct 8 (Reuters) - Zimbabwean 

President Emmerson Mnangagwa said on 
Monday a new tax on electronic payments was 
a painful but necessary part of the 
government's attempts to revive the 
economy, his first comments since the 
imposition of the levy last week sparked a 
public outcry. 

After narrowly winning a disputed presidential 
vote in July, Mnangagwa is trying to put back on 

track an economy that all but collapsed under 
the near four decade rule of Robert Mugabe 
which ended after an army coup last November. 
Finance Minister Mthuli Ncube on Oct. 1 

announced the 2 percent tax, saying the money 
raised would be used in the roads, health and 
education sectors.  

The tax will apply on mobile and card payments 
and bank transfers above $10 with exceptions 
for foreign payments and transfer of government 
funds. 
However business and citizens objected, saying 
they would be paying for the government's 

profligate spending. 
Economic analysts said the tax would raise 
nearly $2 billion annually.  
Oil companies temporarily stopped delivering 
fuel because of the impact of the tax, causing 
shortages. The price of some basic goods and 

medical drugs have shot up in the last few days. 

To improve the economy, the government would 
have "to take measures that are going to be 
painful and this is one of such measures" 
Mnangagwa told a business meeting in Harare. 
"In our quest to leapfrog and cover the period of 
two decades of stagnation, these things have 
become necessary." 
A 388-page government economic plan 
released by Finance Minister Ncube on Friday 
shows the government plans cuts in spending, 
borrowing and the amount it spends on the 

civil service. The report also outlines plans for 
privatisation and the closure of state-owned 
firms, among several other reforms to improve 

the economy. 

Zimbabwe is facing acute shortages of U.S. 
dollars, which the country adopted in 2009 when 
it abandoned its own currency after 
hyperinflation made it worthless. 

The shortages have fanned a black market 

where the premium for dollars increased to more 

than 200 percent on Monday, up from 165 
percent on Saturday. 
 
(Reporting by MacDonald Dzirutwe 
Editing by James Macharia and Toby Chopra) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018.  
 
 

IMF and World Bank okay Zimbabwe 

plan to clear arrears as dollar woes 

bite   

10-Oct-2018  
•Clearing arrears key step to towards new 
foreign funding 
•Zimbabwe's foreign and domestic debt at 
$17 billion 
•Dollar woes continue, causing shortages and 
price increases 

By MacDonald Dzirutwe 
HARARE, Oct 10 (Reuters) - The World Bank 

and IMF have endorsed Zimbabwe's plan to 
clear $2.2 billion in arrears to international 

creditors, the finance minister said on 
Wednesday, but U.S. sanctions may still 
prevent fresh loans to support the rebuilding 
of a shattered economy. 

President Emmerson Mnangagwa has promised 
to revive the economy, pay foreign debts that 
the country has defaulted on since 1999 and end 
the international pariah status that Zimbabwe 

acquired under Robert Mugabe's near four-
decade rule. 
But the economy remains in crisis with an acute 
shortage of dollars, the collapse in the value of 
the country's parallel 'bond note' currency and 
many businesses struggling to operate. 
Paying debt arrears could potentially open 
access to financing from the International 

Monetary Fund, World Bank and other 
development institutions, but the United 
States, which is the bank and fund's largest 
member country is an obstacle.  
It still maintains sanctions on Harare and is 
unlikely to support financing for Zimbabwe until 
the new government makes progress on 
reforms, including changing laws restricting 

media freedom and anti-government protests. 
Finance Minister Mthuli Ncube, who is attending 
IMF and World Bank meetings in Bali, Indonesia, 
said in a statement his plans to clear the arrears 
to the World Bank, African Development Bank 
and European Investment Bank had been 
accepted. 

"All the cooperating partners and creditors 
present uniformly expressed their support for 
Zimbabwe and its arrears clearance Road Map," 

Ncube said. He did not give details and none of 
the creditors had an immediate comment. 
Ncube said he met U.S. Deputy Assistant 
Secretary of the Treasury Eric Meyer who said 

Washington was willing to help and that Harare 

mailto:Publicdebtnet.dt@tesoro.it
http://www.fitchratings.com/


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  29 

should see the sanctions "in a positive way".  

The lenders and Western donors in Bali urged 

Ncube to "judiciously" implement his two-year 
economic recovery programme announced last 
Friday, the statement said.  
Ncube's plan will see cuts in government 
spending and its wage bill, and privatisation of 
loss-making state-owned firms. 
HYPERINFLATION TRAUMA 

Zimbabwe, which adopted the U.S. dollar after 
hyperinflation left its own currency worthless in 
2009, is gripped by acute shortages of cash 
dollars. Prices of basic goods, public taxis and 
medicines have risen in the last few days. 
At the heart of its economic problems is a $17 

billion domestic and foreign debt, a $1.8 
billion trade deficit that has worsened dollar 
shortages and lack of confidence in the ruling 
party by citizens still traumatised by 
hyperinflation. 

The economic crunch is increasing political 
tension after a July vote that was supposed to 
lay the foundation for Zimbabwe's recovery was 
instead followed by turmoil that left six people 

dead after an army crackdown. 
The latest crisis was triggered by fiscal and 
monetary changes announced on Oct. 1, 
including a 2 percent tax on money transfers 
and separation of cash dollars and foreign 
inflows from bond notes and electronic dollars, 
that caused the collapse of the surrogate 

currency on the black market. 

On Wednesday, some shops and restaurants, 
including the local franchise of fast-food chain 
KFC had closed their outlets because some 
suppliers of goods and medicines were 
demanding cash dollars. 

When the fiscal changes were announced, $100 
in bond notes was worth $49 cash dollars but 
was worth only $26 on Wednesday. 
In a separate statement, Ncube said the bond 
note and electronic dollars would remain 
officially pegged at 1:1 to the U.S. dollar as the 
government seeks to protect people's savings. 

 
(Editing by James Macharia and Toby Chopra) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018.  
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Global financial stability risks rising 

with trade tensions, IMF says  

10-Oct-2018  

By Lindsay Dunsmuir 
Oct 10 (Reuters) - Risks to the global financial 

system have risen over the past six months 
and could increase sharply if pressures in 
emerging markets escalate or global trade 
relations deteriorate further, the International 
Monetary Fund said on Wednesday. 
The IMF, whose autumn meetings with the 

World Bank get under way on the Indonesian 

resort island of Bali this week, also noted that 

while the banking system has been shored up by 
regulators in the decade since the 2008 global 
financial crisis, easy financial conditions are 
contributing to a buildup of vulnerabilities such 
as high debt levels and "stretched" asset 
valuations. 
New bank resolution regimes meant to avoid 
future bailouts are largely untested, the Fund 
said in its biannual global financial stability 
update. 

"Near-term risks to global financial stability have 
increased somewhat," the IMF said. "Overall, 
market participants appear complacent about 
the risk of a sharp tightening in financial 

conditions." 

IMF capital markets director Tobias Adrian said 
potential shocks to the system could come in 
many forms, such as higher-than expected 
inflation that triggers a sharp jump in interest 
rates or a "disorderly" exit by Britain from the 
European Union. 
But the severity of the impact from such 
shocks will be determined by vulnerabilities 
including growing non-financial debt levels 
now exceeding 250 percent of GDP, a decline 
in underwriting standards outside the 
traditional banking sector and elevated asset 
prices that could drop sharply. 

"It's this interaction between the buildup of 
vulnerabilities and the decline in asset prices 

that can generate adverse implications for 
macroeconomic activity," Tobias told a news 
conference. 
The rapid build-up in debt in China in recent 
years also is a concern, although Chinese 
authorities have taken steps to rein in debt 
growth, he said. 

In the report, the IMF said economic growth 
appears to have peaked in some major 
economies while the gap between advanced 
countries and emerging markets was widening. 
The IMF on Tuesday cut its global growth 
forecasts due to an escalating U.S.-China trade 
war and growing financial strains on emerging 

markets 

The United States continues to grow strongly 
and the Federal Reserve raised interest rates for 
the seventh time in the last eight quarters at its 
latest policy meeting in September. U.S. stock 
markets are also at record highs. 
That contrasts with a slowing in the euro area 

and Japan. China's economy is also showing 
signs of moderating and that could be 
exacerbated by its trade disputes with the 
United States, which has imposed tariffs on 
$250 billion worth of imports from Beijing and is 
threatening duties on $267 billion more. 
The normalization of monetary policy in the 
United States as well as a stronger dollar and 
escalation in trade tensions has already begun 
to affect emerging market economies, the 
Fund said. 

New IMF research shows emerging market 
countries excluding China could face debt 
portfolio outflows of up to $100 billion, a level 
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last seen during the global financial crisis. 

The Fund cited a number of other near-term 

risks to financial stability including the possibility 
of a "no-deal" Brexit or renewed fiscal policy 
concerns in some highly indebted euro area 
countries. 
It also urged global regulators to keep in place 
measures taken since the financial crisis and 

both heighten supervision of market liquidity 
and raise the amount of capital banks have to 
set aside to cushion any downturn. 
"The financial regulatory reform agenda should 
be completed, and a rollback of reforms should 
be avoided," the Fund said. "To adequately 

address potential systemic risks, financial 
regulation and supervision should be used more 
proactively."  

 
(Reporting by Lindsay Dunsmuir and David Lawder; 
Editing by Andrea Ricci & Shri Navaratnam) 
(( Lindsay.Dunsmuir@thomsonreuters.com ; +1 202 
898 8411; )) 
(c) Copyright Thomson Reuters 2018. 
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