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ASIA 
 

China 

China June total social financing 

sharply rises to 1.18 trln yuan  

13-Jul-2018  
BEIJING, July 13 (Reuters) - China's total social 

financing (TSF), a broad measure of credit 
and liquidity in the economy, rose sharply to 
1.18 trillion yuan ($176.30 billion) in June 
from 760.8 billion yuan in May, data from the 
central bank showed on Friday. 

TSF includes off-balance sheet forms of financing 
that exist outside the conventional bank lending 
system, such as initial public offerings, loans 
from trust companies and bond sales. 

The economic barometer has become a gauge of 
fundraising trends and can provide hints of 
activity in China's vast and unregulated shadow 
banking sector.  
Chinese authorities have been trying to clamp 
down on riskier forms of lending as part of a 

broader campaign to contain and reduce 

systemic financial risks. 
 
($1 = 6.6930 Chinese yuan) 
(Reporting by Beijing Monitoring Desk; Editing by 
Richard Borsuk) 
(( fang.cheng@thomsonreuters.com ; 8610-

66271024; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China fiscal policy "has room to 

support the economy"  

13-Jul-2018  

BEIJING, July 13 (Reuters) - A Chinese central 

bank research head said on Friday China's 
fiscal policy has room to support the 
economy, adding that the central 
government's fiscal deficit ratio should be 
higher this year than in 2017. 

The government should use fiscal funds to 
replenish the capital of state-owned financial 
institutions and ease the strain in financial 

market deleveraging, Xu Zhong wrote for 
financial media website Wallstreetcn.com. 
 
(Reporting by Beijing Monitoring Desk) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China June new loans jump to 1.84 trln 

yuan, above forecasts  

13-Jul-2018  
BEIJING, July 13 (Reuters) - Chinese banks 

extended 1.84 trillion yuan ($274.91 billion) 
in net new yuan loans in June, beating 
analysts' expectations. 

Analysts polled by Reuters had predicted new 
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yuan loans of 1.6 trillion yuan, up considerably 

from May's 1.15 trillion yuan. 

Broad M2 money supply grew 8.0 percent in 
June from a year earlier, central bank data 
showed on Friday, missing forecasts for an 
expansion of 8.3 percent and compared with 8.3 
percent in May. 
Outstanding yuan loans grew 12.7 percent from 

a year earlier, faster than an expected 12.5 
percent rise and compared with a rise of 12.6 
percent in May. 
China's banks extended a record 13.53 trillion 
yuan in new loans last year, up 7 percent from 
2016, despite a government drive to reduce 
risks in the financial system from a rapid 
build-up in debt. 

Last month China's central bank announced the 

third reserve requirement ratio cut this year, in 
an effort to accelerate the pace of debt-for-
equity swaps and spur lending to smaller firms. 
But China's economy is expected to have slowed 
slightly in the second quarter and is likely to 
experience a mild slowdown in the second half, 

as the government's efforts to tackle debt risks 
crimp activity and a trade war with the U.S. 
threatens exports.  
 
($1 = 6.6930 Chinese yuan) 
(Reporting by Kevin Yao and Cheng Fang; Editing by 
Sam Holmes) 
(( fang.cheng@thomsonreuters.com ; 8610-
66271024; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India States’ Fiscal Position At Risk On 

Election, Farm Loan Waiver Spends  

12-Jul-2018  

By Neha Dubey 
NewsRise 
MUMBAI (Jul 12) -- Fiscal positions of many 

Indian states are at risk in the current 
financial year from likely higher expenditure 
ahead of provincial elections and due to the 
rollout of farm loan waivers and Pay 
Commission awards, according to a study by 
the central bank. 

“States have budgeted for a revenue surplus in 

2018-19 and a lower fiscal deficit,” the Reserve 
Bank of India’s state finances - a study of 
budgets of 2017-18 and 2018-19 said. “Going 

forward, fiscal risk may emanate for many 
states going for election during the year, 
continuing announcements and rollouts of 
farm loan waivers as well as the 
implementation of the pay commission 
awards by some states.” 

If the likely fiscal slippage is reflected in higher 
borrowing requirements for 2018-19, there 

could be a concomitant impact on borrowing 
costs, according to the study.  
Revenue mobilisation remains the key towards 
attaining the budgeted targets, it said. 
In the current year, states have budgeted for a 

consolidated gross fiscal deficit of 2.6% of gross 

domestic product with the correction mainly 

emanating from a revenue surplus of 0.2% of 

GDP. Moreover, as the Goods and Services Tax 
system stabilises, it should boost states’ revenue 
capacity and support the resumption of fiscal 
consolidation, according to the study.  
The cushion provided by compensation cess by 
the federal government for any interim shortfall 

in states’ revenues should help smooth state 
finances, it said.  
The present lack of incentives to undertake fiscal 
reform to earn lower yield spreads could render 
state finances vulnerable to debt sustainability 
concerns, according to the RBI study.  
“Steadily rising yields on SDLs imply the need 
for larger and faster corrections in primary 
deficits than before so as to adhere to the 
revised FRBM target of 20 per cent for the 
state-level debt to GDP ratios by 2024-25,” it 

added. “…re-prioritising state expenditures and 
improving their efficiency will be necessary to 
sustain growth while maintaining fiscal 
prudence.” 

 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited by Debasis Basak 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Steady Before Debt Sale 

Outcome, Core Inflation Up   

13-Jul-2018  
By Neha Dubey 
NewsRise 
MUMBAI (Jul 13) -- Indian government bonds 

were little changed in afternoon trade, as 
investors awaited the outcome of the weekly 
debt sale, even as a rise in core retail inflation 

fuelled fears of a rate hike as soon as next 
month. 

The benchmark 7.17% bond maturing in 2028 
changed hands at 96.00 rupees, yielding 7.77%, 
at 1:08 p.m. in Mumbai against 95.96 rupees, 
and a 7.78% yield, yesterday. The note had 

fallen to 95.83 rupees in early trade. India is 
auctioning 120 billion rupees of bonds today, 

including 40 billion rupees of the benchmark 
paper. 
“There are a lot of uncertainties including 
monsoon and minimum support prices for 
crops that can have a huge impact on the 
inflation trajectory,” a trader with a state-run 
bank said. “Auction results will provide 
further cues.” 

India’s headline retail inflation accelerated to 5% 

in June from a year earlier, the fastest pace of 
annual expansion since January, as fuel prices 
increased. June’s print was faster than May’s 
4.87%, but it lagged the 5.30% median forecast 

in a Reuters’ survey of economists. 
Non-food, non-fuel, or core inflation, quickened 
to 6.45%-6.50% in June from 6.2% in May, 

according to analysts. This print was the highest 
since June 2014, according to Capital 
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Economics. 

Goldman Sachs, Nomura, Capital Economics, Citi 

and ANZ expect India's Monetary Policy 
Committee to raise its key interest rate by 25 
basis points on Aug. 1, after it hiked the rate by 
a similar quantum in June. 
Retail inflation has stayed above the MPC's 
medium-term target of 4% for the eighth 

straight month. The law mandates the central 
bank to keep inflation at 4% with a band of two 
percentage points on either side. 
Meanwhile, benchmark Brent crude oil contract 
is set to post its biggest weekly fall in four 
weeks as Libya said it will resume oil exports 

and amid concerns about a China-U.S. trade 
war. 
The benchmark Brent crude oil contract was at 

$73.79 after falling by nearly 7% in a single 
session earlier this week. India imports 80% of 
its crude oil requirements. 
The Indian rupee rose to near two-week high 

against the U.S. dollar and was at 68.48 against 
68.57 previous close. 
 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited by Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia's "proactive" central banker 

juggles a mix of policies to battle 

outflows  

10-Jul-2018  

By Maikel Jefriando and Gayatri Suroyo 
JAKARTA, July 10 (Reuters) - Since taking 

office seven weeks ago, Bank Indonesia (BI) 
Governor Perry Warjiyo has raised interest 
rates more aggressively than any other Asian 
central banker to help defend a fragile 
currency and stem destabilising capital 
outflows. 

But after three rate increases in two months, he 

says BI also has to use other measures to 
support Southeast Asia's biggest economy, such 
as by boosting tourism to bring in foreign 
exchange and firing up a sluggish property 
market. 
"Bank Indonesia can at the same time be pro-

stability through monetary policy, but it can be 
at the same time pro-growth through other 
instruments," Warjiyo told Reuters.  
Indonesia is among the emerging markets 
vulnerable to capital outflows, with the rupiah, 
which has a history of suffering sharp volatility, 
losing about 5 percent of its value against the 

dollar so far this year.  

"Central banks in emerging markets, especially 
in Indonesia, cannot just take care of the 
exchange rate of its currency," he told a meeting 
of senior editors last month. 
"We cannot do that when the problem is a 

current account deficit," he said, referring to 

persistent deficits, which have to be funded 

partly through foreign portfolio flows. 
Outflows from Indonesia's government bond 
market continued in June for a third 
consecutive month, though they were less 
intense and finance ministry data showed 
some foreign inflows in the first week of July. 
Foreign ownership of government bonds is 
around 38 percent. 

"Bank Indonesia has been particularly pro-

active, both in terms of the rate hikes and the 
intervention in the bond and currency markets," 
said Stuart Ritson, head of Asian rates and FX at 
Aviva Investors, who remains broadly 
overweight on Indonesia. 
"There are lots of positives about Indonesia. But 

no amount of rate hikes is going to get us past 
these elevated trade war concerns and the 
stronger dollar, realistically," he added, referring 
to the growing trade dispute between China and 
the United States unnerving markets.  
BI holdings of government bonds jumped to 
210.4 trillion rupiah ($14.7 billion) by the end 
of June from 93.96 trillion rupiah in March, 

while foreign exchange reserves declined 
$12.2 billion in February through June, partly 
due to currency intervention.  

With interest rates rising, Warjiyo has sought to 
use macroprudential measures including easing 
downpayment requirements for mortgage loans 
to stoke up the property market.  

To bring in more foreign exchange, BI aims to 

encourage banks to invest in the tourism sector 
and will work with the government to contain 
expensive shipping costs for foreign trade, 
Warjiyo said. 
BI can leverage a network of 46 offices across 
the archipelago of 17,000 islands with a 
population of more than 250 million people.  

Warjiyo has said BI was working with the 
industry ministry to support exporters in the 
automotive, pharmaceutical, food and beverages 
and electronic sectors. 
COMMUNICATION STRATEGY 
Warjiyo also believes "intensive communication" 
should be one of BI's policy instruments. 

"If we can communicate, if we form good quality 
contents of information, I'm sure we can reduce 
irrational expectations," Warjiyo said last month. 
Since taking the helm in May, he has held at 
least eight news conferences, given interviews to 
various media and attended parliamentary 

hearings. 
He has also pledged to announce BI's policy 
decisions at 2 pm at its monthly meetings rather 
than well after Asian markets have closed that 
has often happened under predecessors. 
Holding a doctorate in economics from Iowa 
State University, Warjiyo co-authored a 2016 

book in which he argues that a central bank has 
to be transparent, but also keep an element of 

secrecy to have the most impact on an 
economy.  
Warjiyo, 59, a BI insider who had a spell at the 
International Monetary Fund, said his experience 
had led to "my belief that a central bank in 
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emerging markets cannot..resort to only one 

target and one instrument...because our 

problem is so complex." 
 
($1 = 14,355.0000 rupiah) 
(Additional reporting by Tabita Diela and Vidya 
Ranganathan 
Writing by Ed Davies 
Editing by Jacqueline Wong) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia's tax collection improves, 

but not enough to meet 2018 target  

10-Jul-2018  
JAKARTA, July 10 (Reuters) - Indonesia, long 

weak in tax collection, is collecting 
significantly more this year than in 2017, but 

still will fall short of the 2018 target, the tax 
office chief said on Tuesday. 

In January-June, the government collected 
581.5 trillion rupiah ($40.51 billion) of taxes, a 
14 percent increase from last year, Robert 
Pakpahan told a news briefing. The figure 
excludes revenue from excise tax and corporate 
tax payments by oil and gas firms. 

"We are projecting tax revenue growth of 17-18 
percent at the end of this year," he said. 
That is way above last year's 4 percent increase 

but below this year's 23 percent target. 
Pakpahan said 2018's stronger pace stemmed 
from improving economic growth, better tax 
administration and "voluntary compliance, 

surveillance and the effect of the tax amnesty". 
An amnesty program in Southeast Asia's 
largest economy from July 2016 through 
March 2017 helped reveal over $360 billion of 
previously hidden assets. The government 
promised to follow up the amnesty with a 
crackdown on tax evasion, a chronic problem 
in Indonesia. 

Raising the amount of tax collected is a key item 

on President Joko Widodo's main agenda, in 
order to help finance his ambitious 

infrastructure-building program and reduce 
dependence on foreign inflows.  
According to tax office data, revenue from 
corporate tax by the mining industry in the first 
half of 2018 soared 80 percent from a year 

earlier to 38.8 trillion rupiah. 
 
($1 = 14,355 rupiah) 
(Reporting by Maikel Jefriando; Writing by Gayatri 
Suroyo; Editing by Richard Borsuk) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Israel 

Israel posts June budget deficit of 5.5 

bln shekels  

09-Jul-2018  
July 9 (Reuters) - Israel posted a budget 

deficit of 5.5 billion shekels ($1.5 billion) in 
June to widen the deficit so far in 2018 to 8 
billion shekels, the Finance Ministry said on 
Monday. 
In GDP terms, the deficit in the past 12 
months was 1.9 percent. 

-- Income from taxes alone totaled 24.0 billion 

shekels in June, up 7.3 percent from June 2017. 
For the first six months of 2018, tax income rose 

4.2 percent. 
-- Israel set a budget deficit target of 2.9 
percent of GDP for 2018. 
 
($1 = 3.6156 shekels) 
(Reporting by Steven Scheer 

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

Bank of Israel holds rates, on track for 

Q4 hike on rising inflation  

09-Jul-2018  

By Steven Scheer and Ari Rabinovitch 
JERUSALEM, July 9 (Reuters) - The Bank of 

Israel on Monday left its benchmark interest 
rate unchanged at 0.1 percent and continued 
to hold out the prospect for a small increase 
by the year-end due to rising inflation and 
strong economic growth. 

The decision to hold rates for the 35th straight 

decision since early 2015 came three days after 
Governor Karnit Flug said she would not seek a 
second-five year term when her tenure ends on 
November 12. 
Flug reiterated that for interest rates to rise, 

inflation needed to be entrenched within the 
government's annual target range of 1 to 3 

percent, which she said does not mean inflation 
needs to get to 2 percent. 
The inflation rate edged higher to 0.5 percent in 
May, although expectations are for inflation to 
reach the target in the next few months. 
"The (monetary policy) committee will want 
to be certain, to the extent possible, that the 
return of inflation to the target range will not 

last for only a few months," Flug told a news 
conference.  

"We will therefore need to wait and see how the 
inflation environment develops before we will be 

able to establish that it is entrenched within the 
target." 
A hike too soon could delay inflation staying 
within the target and slow the path of rate hikes, 

she added. 
The central bank's own economists, in an 
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updated forecast, project an inflation rate of 1.1 

percent by the end of 2018 and 1.5 percent in 

2019. Inflation has been rising on higher wages 
as Israel's labour market is at full employment, 
as well as gains in global oil prices. 
Israeli government bond yields have risen 
since the last decision in May. The bank's 
economists continue to foresee a 15 basis 
point rate increase in the fourth quarter to 

0.25 percent, and another quarter-point hike 
in 2019 to end the year at 0.5 percent. 

"The Bank of Israel is signalling that interest 
rates will be raised this year," said Ofer Klein, 
head of economics and research at Harel 
Insurance & Finance. He added, though, that 
there conditions are not ripe for a rapid rise next 
year. 

All 13 economists polled by Reuters before the 
decision had forecast no change by the central 
bank. 
Israel's economy grew an annualised rate of 
4.5 percent in the first quarter, according to a 
second estimate. The central bank expects 
growth of 3.7 percent in 2018, up from a 
previous estimate of 3.4 percent, and 3.5 
percent next year. 

Israel, Flug said, is not directly impacted by 
trade wars but that could change if a trade war 
expands. 
Flug, 63, who has had a rocky relationship with 
Finance Minister Moshe Kahlon and was Prime 
Minister Benjamin Netanyahu's third choice 

when Stanley Fischer stepped down in 2013, last 

week said she would not seek a second term. 
"I'm 30 years at the bank ... For me this is a 
suitable time to leave," the Polish-born Flug 
said. "I think I am finishing a tenure that in my 
view was successful. I have a lot of satisfaction 
about what I did." 
She will head at least the next two rate 

meetings in August and October. Kahlon and 
Netanyahu have yet to choose a successor. 
 
(Reporting by Steven Scheer and Ari Rabinovitch; 
editing by David Stamp) 
(( 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 
 
 

Israel aims to divest remaining stake 

in Bank Leumi within a year  

11-Jul-2018  
JERUSALEM, July 11 (Reuters) - Israel's 

government said on Wednesday it plans to 
sell its remaining 5.8 percent of Bank Leumi, 

the country's second largest lender, within 12 
months of approval from lawmakers. 

The state seeks to sell its 88.3 million shares - 
worth 2 billion shekels ($549 million) - in a block 

trade to financial entities that will distribute the 
shares to investors in Israel and abroad, 
according to a letter from Finance Minister 
Moshe Kahlon to Moshe Gafni, the head of 

parliament's finance committee. 

In the letter, seen by Reuters, Kahlon requested 

the committee's approval to ask for bids after 

the close of a trading day until trading reopens 
the next morning. 
Kahlon's spokesman said the minister has been 
working with Accountant General Rony Hizkiyahu 
for months on selling Leumi after an attempt to 
sell the stake in 2014 never materialised 

following finance committee approval. 
The state last sold a 5 percent stake in the bank 
in 2011 for 1.3 billion shekels. 
Nearly 89 percent of Leumi, which does not have 
a controlling shareholder, trades on the Tel Aviv 
Stock Exchange.  

After the government's stake, investment bank 
Altshuler Shaham has the second-largest holding 
at 4.73 percent, followed by the Vanguard Group 

at 2.11 percent. 
The government bought up nearly all the shares 
of the country's banks after a crisis in banking 
shares in 1983 but the country's other top 

lenders -- Hapoalim, Israel Discount, Mizrahi-
Tefahot and First International -- have been fully 
privatised. 
Leumi's shares are up 6.1 percent so far in 2018 
but they were down 1.3 percent to 22.31 
shekels in afternoon trade in Tel Aviv. 
 
($1 = 3.6407 shekels) 
(Reporting by Steven Scheer; Editing by Elaine 
Hardcastle) 
(( 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. 
 
 

Lebanon 

IMF wants to see Lebanon form new 

government, start reforms  

12-Jul-2018  
BEIRUT, July 12 (Reuters) - The International 

Monetary Fund hopes Lebanon will soon form 
a new government, following elections two 
months ago, and set about urgent structural 

and fiscal reforms to tame its deficit and 
boost growth, its Middle East head told 
Reuters on Thursday. 

"We are looking forward to seeing a new 
government," said Jihad Azour, the IMF's 
Director of the Middle East and Central Asia. 
"We consider that confidence and stability are to 
be achieved by accelerating the reforms, by 

pursuing fiscal adjustment and by reforming the 
key structures that are currently impeding the 
Lebanese economy from growing and increasing 
the burden on public finance," he said in an 
interview.  
Lebanon has been suffering weak growth 
since 2011, hit by regional turmoil. The IMF 
has estimated growth rates of 1-1.5 percent 

in 2017 and 2018, saying traditional drivers of 
the economy - construction and real estate - 
remain subdued. 
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The IMF has also called for "an immediate and 

substantial" fiscal adjustment to improve the 

sustainability of public debt, which stood at more 
than 150 percent of gross domestic product 
(GDP) at the end of 2017. 
Leaders from across the divided political 
establishment have said they recognise the 
urgency of the situation and the need to start 

reforms, but a new unity government has yet to 
be agreed following parliamentary elections in 
early May. 
In April international donors meeting in Paris 
pledged more than $11 billion of investment for 
Lebanon, but they want to see reform first. At 

that meeting Prime Minister Saad al-Hariri 
promised to reduce the budget deficit as a 
percentage of GDP by 5 percent over five years. 

 
(Reporting by Lisa Barrington, Editing by William 
Maclean) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mongolia 

Fitch Upgrades Mongolia to 'B'; Outlook 

Stable  

09-Jul-2018  
Fitch Ratings-Hong Kong-July 09: Fitch 
Ratings has upgraded Mongolia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
to 'B' from 'B-'. The Outlook is Stable. 

KEY RATING DRIVERS 
The upgrade of Mongolia's IDR reflects ongoing 
improvements to fiscal and external metrics and 
progress in meeting key IMF programme 

targets. 
Fiscal metrics have continued to improve since 
November 2017 when we revised the Outlook to 
Positive from Stable. General government 
revenue through May 2018 rose by 26% yoy, 
due to stronger than budgeted tax receipts 
associated with robust customs activity and the 

broader economic recovery. At the same time, 

expenditure rose by a modest 6%, broadly in 
line with the 2018 budget target. As a result, 

Fitch now forecasts a 2018 general 
government deficit of 3.9% of GDP, below the 
authorities' approved budget target of 5.9%, 
and consistent with the gross general 
government debt (GGGD)/GDP ratio 
remaining on a downward trajectory. 

Fitch forecasts GGGD will decline to 75.3% of 
GDP by end-2018, down from 81.2% in 2017, 
and well below its 2016 peak of 91.4% following 
a commodity-price shock, sharp rise in 
expenditure, and large currency depreciation. 
The agency's baseline forecasts suggest GGGD will 
fall to about 70% of GDP by end-2020, assuming 
average nominal GDP growth of 12.7%, a budget 

deficit of 4.0%, and broad stability of the exchange 

rate. Nevertheless, this scenario will still leave 
Mongolia's GGGD/GDP ratio well above the 
current 'B' median of 62%. 

The IMF Executive Board completed its fourth 

review of Mongolia's three-year Extended Fund 

Facility in June 2018, citing strong performance 
under the programme and that all quantitative 
targets had been met as of end-March 2018. 
This will enable an additional disbursement of 
IMF funds and provide a supportive backdrop for 
other external donors to approve further 

disbursements under their respective 
arrangements that together form Mongolia's 
IMF-led USD5.5 billion external financing 
package, initiated in mid-2017. 
External buffers have strengthened. Foreign 
reserves rose to USD3.3 billion by end-May 

2018, up from about USD1.0 billion in early 
2017, supported by donor inflows tied to the IMF 
programme. Fitch forecasts foreign reserve 

coverage will rise to 4.5x current-external 
payments by end-2018, up from 2.3x at end-
2016, to exceed the 'B' median of 3.9x. The 
agency expects the current account deficit to 

widen further this year, but more than half of 
the increase will reflect a rise in capital goods 
imports tied to the Oyu Tolgoi copper mining 
project, which is funded via FDI. 
The growth outlook remains favourable. Real 
GDP growth accelerated to 6.1% in 1Q18, up 
from 5.2% in 2017, due to rising consumption 

and a surge in mining-related investment. 
Export volumes of coal and copper rebounded 
following an official visit of Mongolian Prime 
Minister Khurelsukh to China in April 2018, 

which appears to have resolved a customs 
dispute at the Chinese border that crippled the 

passage of cargo vehicles last winter. Fitch 
forecasts real GDP growth of 5.2% in 2018 and 
6.3% in 2019, which balances our expectation of 
continued strength in private consumption and 
investment, with a large drag from net exports 
owing to a sharp rise in consumer and capital 
goods imports since early 2018. 

The 'B' IDR also reflects the following key rating 
drivers: 
The rapid improvement in fiscal metrics has 
benefitted from a strong external 
environment and rising commodity prices, 
which have lifted government revenue in 

excess of budget expectations. Against this 
backdrop, however, the authorities have delayed 
a variety of structural budgetary reforms, 

including the introduction of a progressive 
income tax, an extension of the retirement age, 
and the establishment of a politically 
independent fiscal stability council. This raises 
the risk that a waning commitment to further 
structural reforms could leave fiscal revenue 

vulnerable to swings in the external 
environment, or undermine the credibility of 
recent enhancements to Mongolia's fiscal policy 
framework. 
Near-term refinancing risk has receded, with the 

sovereign facing no external bond maturities 
until after 2020. Nevertheless, Mongolia's heavy 

reliance on funding from external debt capital 
markets exposes the country to shifts in investor 
sentiment toward emerging market assets. 
Yields on Mongolia's 2023 US dollar bonds, for 
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example, have risen by around 150bp since the 

beginning of the year, a trend shared by many 

emerging and frontier market issuers as a result 
of global risk aversion. High commodity export 
dependence, at 77% of current-account receipts, 
and export concentration to China, at 86% of 
exports, also leave Mongolia vulnerable to 
external shocks and constrains its ratings. 

A history of abrupt leadership changes, with 
Mongolia experiencing four different prime 
ministers over the previous five years, increases 
the potential for political shocks or policy 
reversals. In addition, commercial disputes 
persist between Rio Tinto, the country's largest 

FDI investor, and the government with regards 
to various aspects of the Oyu Tolgoi project. 
Fitch expects the disagreements will ultimately 

be resolved given the mine's long-term strategic 
importance for both parties, but this conviction 
may be tested in the run-up to Mongolia's 
parliamentary elections in mid-2020, given the 

prominence resource nationalism has played in 
previous electoral cycles. 
The completion of the asset-quality review has 
eased uncertainty over capital adequacy in the 
Mongolian banking system. The review revealed 
a system-wide capital shortfall equivalent to 
1.9% of GDP, well below prior IMF estimates of 

up to 7.0%. Banks are expected to raise 
additional capital by end-2018, though the 
authorities have yet to specify the impacted 
institutions. A banking-sector recapitalisation 

law passed by parliament in June 2018 sets 
guidelines under which systemic banks can 

receive public capital injections. If public funds 
are indeed required, Fitch does not believe the 
expected amounts would pose a material 
funding challenge to the sovereign. Newly 
passed reform measures that give The Bank of 
Mongolia greater scope to implement macro-
prudential policies may soon be tested in the 

face of rising household debt, which increased 
by 25% yoy to end-May 2018. 
Structural factors, such as GDP per capita, 
governance indicators and doing business 
rankings score above 'B' category peers and 

provide considerable support to Mongolia's 
rating. Per capita income has the potential to 

rise substantially over the longer term if the 
country can successfully harness its substantial 
natural resources endowments via strategic 
mining projects, and deliver them more reliably 
to third markets via planned infrastructure 
investments. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Mongolia a score 
equivalent to a rating of 'B+' 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: 
•External Finances: -1 notch to reflect repeated 
bouts of external financing stress. 
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 factors that could lead to positive 
rating action, individually or collectively, are: 
•A track record of fiscal discipline supported by 

reforms to broaden the revenue base that leads 
to further declines in GGGD/GDP, and brings it 
more closely in line with 'B' rated peers. 

•Continued implementation of credible and 
coherent macroeconomic policy-making that 
makes the economy less vulnerable to swings in 
commodity prices and the external environment. 

The main factors that could lead to negative 
rating action, individually or collectively, are: 
•Failure to meet IMF conditionality, resulting in 
the programme falling off track. 
•Fiscal policy settings that put GGGD/GDP back 
on an ascending trajectory. 
•Political instability sufficient to significantly 

disrupt FDI inflows or strategic mining projects. 
KEY ASSUMPTIONS 
•The global economy performs broadly in line 
with Fitch's Global Economic Outlook 

The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR upgraded to 

'B' from 'B-'; Outlook Stable 
Long-Term Local-Currency IDR upgraded to 'B' 
from 'B-'; Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling upgraded to 'B+' from 'B-' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds upgraded to 'B' from 'B-' 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Pakistan 

State Bank of Pakistan - Widening twin 

deficits overshadow performance of 

the real economy   

July 10, 2018  
In Supreme Court of Pakistan Diamer Bhasha 
and Mohmand Dams Fund State Bank of 
Pakistan (SBP) held a press conference at its 
head office in Karachi explaining 
arrangements made at field offices and bank 
branches across Pakistan to receive donations 
for Supreme Court of Pakistan Diamer Bhasha 
and Mohmand Dam Fund established on the 
instructions of honorable Supreme Court for 
construction of the two said dams in the 
country.  
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While speaking at the press conference, Mr. 

Shamsul Hasan, Deputy Governor, SBP stated 

that the initiative of building two dams will go a 
long way in ensuring development of the 
economy and prosperity of people of Pakistan. 
He stated that the central bank will extend all 
support and cooperation in the collection of 
funds for building these dams.  

The Deputy Governor stated that accounts have 
been opened in all SBP(BSC) field offices, 
commercial banks and microfinance banks. He 
clarified that donations can be made online 
through internet/ATM banking or other channels 
besides cash deposits at counters of banks. He 

also stated that in case of any query or difficulty 
in making donations, public may contact SBP 
Helpline at UAN 111-727-273.  

The Deputy Governor announced that officers 
and staff of SBP and its subsidiaries will donate 
two-days and one-day salary respectively to the 
Fund. In similar spirit, Presidents of National 

Bank, Habib Bank, United Bank, and 
representatives of ABL and MCB also announced 
donations on behalf of their banks. These 
donations are in the form of one time 
contributions and one to two day salary from 
their staff and matching amount from banks.  
Presidents of banks also explained that 

arrangements for receiving donations have been 
made at all of their branches across the country. 
They also stated that their respective banks 
were not only running awareness campaigns but 

had also established helplines to respond queries 
of their customers aiming to facilitate donations 

by them. They also stated that they were 
sending SMS to create awareness and facilitating 
their customers to donate in the fund account.  
On media queries, Mr. Shamsul Hasan clarified 
that arrangement had also been made at banks 
to receive donations in Diamer Basha and 
Mohmand Dam Fund from abroad.  

 
(C) Copyright 2018 - State Bank of Pakistan 
©Thomson Reuters 2018. All rights reserved. 
 
 

Philippines 

Philippines says to borrow $22.3 bln to 

finance next year's budget  

09-Jul-2018  
MANILA, July 9 (Reuters) - The Philippine 

government said on Monday it plans to borrow 
up to 1.19 trillion pesos ($22.3 billion) to 
partly finance next year's budget, with a 

quarter of that expected to be met from 
external sources. 

The 2019 borrowing programme is about 20 
percent higher than this year's 996 billion pesos, 
figures released by National Treasurer Rosalia de 

Leon showed. 
The government plans to borrow up to 294.2 
billion pesos from external sources and raise 

891.7 billion pesos from the domestic market for 
next year's spending, she told reporters. 

The Philippines is looking to raise as much as $2 

billion via bond issues denominated in yen and 

U.S. dollars before the year ends, but these are 
part of the 2018 financing programme. 
De Leon said a euro bond issue is "another 
option we can explore for financing," but gave 
no other details about external borrowing plans 
for next year's budget. 

President Rodrigo Duterte's administration is 
rolling out a massive $180 billion "Build Build 
Build" programme to construct new roads, 
bridges, railways, airports and seaports during 
his six-year term that ends in 2022. 
The government has vowed to maintain its 
aggressive spending strategy, which helped 

the domestic economy clock a robust 6.8 
percent annual growth in the first quarter, 
until 2022. 

Last week Duterte's economic team raised the 
deficit spending ceiling for 2019 to the 
equivalent of 3.2 percent of GDP, or 624 billion 
pesos, from 3.0 percent previously. 
The government will propose to Congress a 

3.757 trillion pesos budget for 2019, compared 
with this year's cash-based budget of 3.175 
trillion pesos. 
 
(Reporting by Enrico dela Cruz and Karen Lema 
Editing by Shri Navaratnam) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Saudi representatives meet Taiwan 

bond investors in non-deal roadshow  

09-Jul-2018  

LONDON, July 9 (IFR) - Saudi Arabian 

government representatives were in Taiwan 
last week to meet bond investors in a so-
called "non-deal roadshow", sources familiar 
with the matter said. 

A potential sale of Formosa bonds – debt 

securities sold in Taiwan by foreign issuers and 
denominated in currencies other than the 

Taiwanese dollar – could allow Saudi Arabia to 
tap a new investor base at a time of adverse 
conditions in emerging markets. 
To offset lower revenues caused by a slump in 
oil prices, the Saudi government has borrowed 
US$50bn through dollar bond sales since its 
debut in international debt markets in late 2016. 

A "non-deal roadshow" is a series of investor 
meetings not tied to a specific deal. 
The Saudi debt management office did not 
immediately respond to a request for 
comment. 
Other issuers in the Gulf, particularly financial 
institutions, have frequently issued Formosa 

bonds over the past year. Qatar National Bank, 

the Gulf's largest bank, and First Abu Dhabi 
Bank, the largest lender in the United Arab 
Emirates, did so in January. 
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In April the government of Qatar also tapped the 

market, issuing a US$6bn 30-year Formosa 

bond as part of a $12 billion triple-tranche debt 
offering. It was the first ever sovereign Formosa 
30-year bond issue. 
Taiwan is attractive from an issuer 
perspective because liquidity in its banks 
allows borrowers to sell debt at lower costs 
than in conventional markets. 

One of the sources said that despite the 
exploratory meetings, a Saudi foray into the 
Formosa bond market was not expected soon. 
Saudi Arabia issued its latest US dollar-
denominated bonds in April, raising US$11bn. 
The head of the country’s debt management 
office, part of the ministry of finance, told 

Reuters then that Riyadh had largely covered its 

funding needs for 2018 and would focus on 
raising finance domestically for the rest of the 
year. 
He added, however, that the country could 
consider issuing international sukuk, or Islamic 
bonds, to maintain its presence in that market. 

 
(Reporting by Davide Barbuscia and Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

South Korea 

South Korea aims to develop liquid 

market for 50-yr bonds  

09-Jul-2018  
SEOUL, July 9 (Reuters) - South Korea's 

finance ministry plans to build an efficient and 
liquid secondary securities market for 50-year 

treasury bonds, which would help support the 
development of a debt market for longer-
dated maturities, a ministry official said on 
Monday. 
"Unless there is robust secondary market, it's 
not a proper market, even if there has been 
primary issuance," Park Seong-dong, director 
general of the treasury bureau at the ministry, 

told Reuters. 
"We will consider issuing 50-year bonds on a 
regular basis depending on market demand" 
for ultra-long bonds, Park said. 

South Korea issued its first 50-year bonds in a 
one-off sale in 2016, its longest maturity ever, 
and has since issued them on an irregular basis. 
A mature secondary market for super-long 
bonds would offer opportunities for the 

government to issue 50-year bonds on a regular 
basis, which would allow them to lock in 
decades' worth of borrowing at low cost. 
It would also help insurers and other long-term 
investors better manage their portfolios, Park 
said. 

 
(Reporting by Cynthia Kim, Shin-hyung Lee; Editing by 
Sam Holmes) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5655; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

South Korea sends out RFP for 

sovereign bond  

10-Jul-2018  
HONG KONG, July 10 (IFR) - The Republic of 

Korea (Aa2/AA/AA–) has sent out a request 
for proposals on a sovereign bond.  

The RFP, which is due tomorrow, does not 
specify currencies or tenors. 
The country's last foray in international bond 
markets came in January 2017 via a US$1bn 10-
year SEC-registered bond, which priced at 
Treasuries plus 55bp. The 2027 bond is currently 

quoted at Treasuries plus 72bp on Tradeweb.  
Joint bookrunners on the last deal were Bank of 

America Merrill Lynch, Citigroup, Goldman 
Sachs, HSBC (B&D), JP Morgan, KDB and 
Samsung Securities. 
 
(Reporting by Frances Yoon; Editing by Vincent Baby) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Sri Lanka 

Sri Lanka rupee closes slightly weaker 

on importer dollar demand  

12-Jul-2018  
COLOMBO, July 12 (Reuters) - The Sri Lankan 

rupee closed marginally weaker on Thursday 
in dull trade, as importer dollar demand 
surpassed mild selling of the U.S. currency by 
exporters, traders said. 

The rupee closed at 159.40/50 per dollar, 

compared with Wednesday's close of 159.25/35. 
It has declined 3.9 percent so far this year.  
Central Bank Governor Indrajit Coomaraswamy 
had said earlier that the depreciation was mainly 
driven by external factors and that emerging-
market currencies were under pressure. 

"Trading was dull. There was not much of 
exporter dollar sales or remittances," a currency 
dealer said. 
The central bank is concerned about the dollar 
hoarding and market manipulation that's 
exacerbating the rupee's weakness and has the 
tools to correct any misalignment in the 

exchange rate, its governor had told Reuters. 
The central bank left its key rates unchanged as 
expected on Friday, saying a low rates 
environment and stabilising inflation would 
support its economy in the face of a fragile 
currency. 
The International Monetary Fund (IMF) said 

last month that Sri Lanka's economy remained 
vulnerable to adverse shocks due to a sizeable 
public debt and large refinancing needs. 

Currency dealers said the rupee was weakening 
gradually after a brief recovery. 
Dealers said the downward pressure on 
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emerging market currencies was due to the hike 

in U.S. rates, trade tensions between China and 

the United States, and rising oil prices. 
The spot rupee hit an all-time low of 160.17 per 
dollar on June 20.  
A strengthening dollar since mid-April has 
increased the credit risk of several emerging 
markets, including Sri Lanka, due to currency 

depreciation, ratings agency Moody's said late 
last month. 
Foreign investors sold government securities 
worth a net 674 million rupees ($4.24 million) in 
the week ended July 4, bringing the outflows so 
far this year to 29.6 billion rupees ($185.9 

million), central bank data showed. 
 
($1 = 159.2000 Sri Lankan rupees) 
(Reporting by Ranga Sirilal and Shihar Aneez; Editing 
by Subhranshu Sahu) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Albania 

Albania to sell 4 bln leks (31.6 mln 

euro) of 2-year T-notes on July 19  

11-Jul-2018  
TIRANA (Albania), July 11 (SeeNews) – 
Albania's finance ministry will offer 4 billion 
leks ($37.1 million/31.6 million euro) of two-
year fixed-rate Treasury notes at an auction 
on July 19, the ministry's debt issuance 
calendar shows. 

The government securities will mature on July 
23, 2020. 
The finance ministry raised 3.5 billion leks at the 
last auction of two-year Treasury notes held on 
June 21. The coupon rate on the issue fell to 
2.56% from 2.90% at the previous auction of 

two-year fixed-rate Treasury notes held in May. 

 
(1 euro = 125.555 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnia 

Bosnia region expands veterans rights 

ahead of polls, defying IMF  

10-Jul-2018  
SARAJEVO, July 10 (Reuters) - Bosnia's 

autonomous Bosniak-Croat Federation 
approved a new law granting wider benefits 
to war veterans, in a pre-election sweetener 

that defied warnings by the International 
Monetary Fund that it may jeopardise long-
term fiscal stability. 

In an urgent session called amid a protest 

staged by several hundred veterans of the 1992-

1995 Bosnian War, deputies in the 98-seat 

parliament approved the new legislation with 58 
voting in favour. 
The measure ignores advice by the IMF, which 
postponed a final meeting last month to 
review Bosnia's loan programme that would 
have unlocked fresh aid, because of new 
spending measures by its two autonomous 

regions.  
The lender has said a new mission will have to 
visit Bosnia to look at the effects of the 
legislation, which puts at risk the completion of 
the review of Bosnia's 553-million-euro ($647.01 
million) loan programme. 
The IMF said the law on benefits for veterans 
was flawed, because the number of beneficiaries 

and the cost of the benefits had not been 
worked out.  
Bosnia is made up of two autonomous ethnic 
regions, the Bosniak-Croat Federation and the 
Serb Republic, and most IMF funds go directly to 
the regional authorities. 

The lender has said the Serb Republic violated 
terms agreed under its loan deal after its 
parliament last week approved a bill raising 
public sector wages by up to 12.5 percent.  
The laws in both regions are seen as sweeteners 
ahead of parliamentary and presidential 
elections in October. 

In February, the IMF disbursed a 74.6-million-
euro tranche to Bosnia after its aid programme 

was unblocked following an 18-month halt over 
delays to reform.  
 
($1 = 0.8547 euros) 
(Reporting by Maja Zuvela; Editing by Daria Sito-Sucic 
and Peter Graff) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania's Jan-May trade deficit 

widens 12 pct y/y to 5.0 bln euros  

10-Jul-2018  
BUCHAREST, July 10 (Reuters) - Romania's 

trade deficit widened by about 12 percent on 
the year in the first five months to 5.0 billion 
euros ($5.87 billion), the National Statistics 
Board said on Tuesday.  

May's shortfall rose to 1.27 billion euros from 
1.1 billion euros in the same month of last year 

and 1.0 billion in April. 
The statistics board said January-May CIF 
(cost/insurance/freight) imports were roughly 
33.1 billion euros, up 9.3 percent on the year, 
while exports were 28.1 billion euros, up 8.8 

percent. 

 
($1 = 0.8517 euros) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
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radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania sells 480 mln lei (103 mln 

euro) of 2022 T-notes, yield falls  

12-Jul-2018  
BUCHAREST (Romania), July 12 (SeeNews) - 
Romania sold on Thursday 480 million lei 
($121  million/103 million euro) worth of 
Treasury notes maturing on March 8, 2022, 
above the initial target, central bank data 
showed. 

The average accepted yield fell to 4.52% from 
4.57% achieved at the last auction of 
government securities of the same issue held in 
June, the data indicated. 

Demand for T-notes, which carry an annual 
coupon of 3.40%, rose to 1.19 billion lei on 
Thursday from 714.1 million lei at the auction in 
June. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 60 million lei in a 

non-competitive tender. 
Romania's finance ministry plans to auction 3.1 
billion lei worth of government securities in July, 
including 405 million lei in non-competitive 
offers. 
Since the beginning of 2018, the finance 
ministry has sold roughly 19.5 billion lei and 252 

million euro worth of domestic debt and has 

raised 2 billion euro on international markets 
from the sale of 2028 and 2030 Eurobonds, as 
well as $1.2 billion of 2048 bonds. 
 
(1 euro=4.6596 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russia sees budget surplus from tax 

hike  

09-Jul-2018  
MOSCOW, July 9 (Reuters) - Russia is on track 

to run a budget surplus in the next three 
years thanks to revenue from an increase to 
value-added tax (VAT) amid rising state 
borrowing, the finance ministry's revised 
budget projections showed. 

In a preliminary vote this month, Russian 
lawmakers backed a proposal to raise VAT to 

fund President Vladimir Putin's pledge to 
increase social spending for the next six years. 
The VAT increase should generate around 630 
billion roubles ($10.01 billion) of extra budget 
revenue in 2019, rising to 730 billion roubles in 
2021, according to the budget plan released late 
on Sunday. 

The ministry also expects to increase net state 

borrowing on the domestic market to 1.48 
trillion roubles in 2019 from 1.04 trillion roubles 
in 2018 and to 1.85 trillion roubles in 2020. 
As a result, Russia's debt-to-gross domestic 
product ratio will increase to 16.6 percent in 

2021 from 14.0 percent this year. 
Russia's budget should also get a boost from 
dividend payments by Russian state-owned 
companies, which the finance ministry sees 
growing to 639.7 billion roubles in 2021 from 
542.3 billion in 2019. 
Higher revenues should lead Russia to report 
a budget surplus of 1.8 percent of GDP in 
2019, around 1 percent in 2020 and of 0.6 
percent of GDP in 2021, the ministry's plan 
showed. 
The previous budget plan envisaged a deficit 

of 0.8 percent in 2019-2020. 

The finance ministry said the proposed VAT hike 
would add around a 1.3 percentage point to its 
annual inflation reading. 
"The main impact of the changes in the tax rate 
would be recorded in 2019. As a result, inflation 

would total 4.3 percent by the end of the year," 
the ministry said, indicating that inflation would 

overshoot the central bank's target of 4.0 
percent. 
The VAT increase is part of a package of 
unpopular measures that also include a higher 
retirement age. The latter has yet to be 
approved by the Duma but has already caused 

social discontent and dented Putin's approval 
ratings. 
 
($1 = 62.9435 roubles) 
(Reporting by Darya Korsunskaya 
Writing by Andrey Ostroukh 
Editing by Louise Heavens) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia plans to raise $7 billion on 

external debt market in 2019  

09-Jul-2018  
MOSCOW, July 9 (Reuters) - Russia plans to 

raise $7 billion on the external debt market in 
2019, a sum that would include swapping 
existing Eurobonds for new ones, Russian 

Finance Minister Anton Siluanov said on 
Monday. 

Russia wants to complete swaps of old Eurobond 
issues for new ones in 2019 and borrow $3 
billion per year by selling Eurobonds in 2020-
2021, Siluanov said. 
 
(Reporting by Daria Korsunskaya 
Writing by Polina Nikolskaya 
Editing by Jon Boyle) 

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

Serbia 

Serbia to auction 27 bln dinars (229 

mln euro) of 5-yr T-notes on July 17  

13-Jul-2018  
BELGRADE (Serbia), July 13 (SeeNews) - 
Serbia's finance ministry said it will offer 27 
billion dinars ($266 million/229 million euro) 
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of five-year Treasury notes at an auction on 
July 17 in a reopening of the issue. 

The T-notes carry a coupon of 4.5% paid 

annually and will mature on January 25, 2023, 
the finance ministry said in a statement. 
The government securities were first auctioned 
on January 23, when the finance ministry raised 
11.6 billion dinars, below its target of 110 billion 
dinars, at an average weighted yield of 4.28%. 

In two subsequent auctions of the same issue on 
March 13 and March 27, the yield fell to 4.20% 
and 4.15%, respectively. 
In two posterior auctions of the issue, held on 
April 10 and May 8, the government raised 
3.262 billion dinars at an average yield of 4.15% 

and 9.8 billion dinars at an average yield of 
4.15%, respectively. On May 22, Serbia's 

finance ministry sold 2.6 billion dinars at an 
average yield of 3.99%, while on June 5 it sold 
5.35 billion dinars at an average yield of 3.95%. 
 
(1 euro = 117.978 dinars) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Slovenia 

Slovenia central bank urges tight state 

budget, debt reduction  

11-Jul-2018  
LJUBLJANA, July 11 (Reuters) - Slovenia should 

run tight budgets, reduce public debt and 
continue with structural reforms in the next 
few years, the Bank of Slovenia said in a 
report on Wednesday. 
The government plans a budget surplus of 
about 0.4 percent of GDP this year and in 
2019 and 2020 versus a surplus of 0.03 

percent in 2017 but the central bank said the 
surplus should be even higher in order to 
enable faster reduction of debt. 

"In good economic conditions there is a need to 
create sufficient reserves for the future turn of 
the economic cycle ... It is necessary to continue 
with further structural measures," the central 
bank said. 

It said the government had to curb public sector 
spending and tackle the rising burden placed on 
the budget by a rapidly ageing population.  
"It is of key importance to avoid measures that 
would worsen the structural public finance 
position as the state's debt remains high," it 
added. 

Economic growth is expected to continue "at a 
more moderate level" in the coming months, 
mainly based on "positive impulses from the 
domestic environment" with higher investments 
and household spending, the central bank said. 
Slovenia had GDP growth of 4.6 percent year-

on-year in the first quarter of 2018 versus 6 

percent in the previous quarter.  
Last week the central bank increased its forecast 
for Slovenia's economic growth in 2018 to 4.6 
percent from 4.2 percent previously, citing 
higher investments, exports and domestic 
spending than expected previously. 

Slovenia's public debt was 73.6 percent of 
GDP last year, down from 78.6 percent in 

2016. The government hopes to cut it to 69.3 
percent by the end of 2018, still well above 
the 60 percent of GDP level allowed for 
European Union members. 

The central bank also said there were signs of 
"potential imbalances" on the real estate market 
as property prices increased by more than 13 
percent year-on-year in the first quarter. 

The bank added that problems for companies in 
finding workers are increasing as the jobless 
rate fell to a nine-year low in April, reaching 8.3 
percent. 
 
(Reporting by Marja Novak; Editing by Catherine 
Evans) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Turkey dollar bonds fall, yield spreads 

rises  

11-Jul-2018  
LONDON, July 11 (Reuters) - Turkish sovereign 

dollar bonds extended their falls on 
Wednesday in the wake of President Tayyip 
Erdogan's moves to cement his power and 
with data showing the current account deficit 
widened more than expected in May adding to 

the pressure. 
Longer-dated dollar-denominated bonds fell over 

1 cent according to Tradeweb data, with the 
March 2036 issue down 1.1 cents to 91.7 cents 
in the dollar, the lowest level since mid-June. 
The February 2045 issue also fell 1.1 cents to 
86.4 cents.  
The average yield spread paid by Turkish dollar 

bonds over U.S. Treasuries on the JPMorgan 
EMBI Global Diversified index rose by 8 basis 
points (bps) to 434 bps, the highest since June 
20. 

Erdogan appointed his son-on-law as finance 
minister on Monday evening, rattling investors 
who are concerned about double-digit inflation 

and imbalances in the economy. 
 
(Reporting by Claire Milhench, editing by Karin 
Strohecker) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Moody's highlights concern about 

Turkey central bank independence  

12-Jul-2018  
ISTANBUL, July 12 (Reuters) - Ratings agency 

Moody's highlighted concern about the 
independence of the Turkish central bank on 
Thursday, saying that further challenges to its 
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effectiveness would be negative for Turkey's 
sovereign rating. 

In a note to clients, Moody's said changes to the 

governance of the central bank suggested its 
resolve to tighten monetary policy could weaken 
in the coming months. This week President 
Tayyip Erdogan appointed his son-in-law Berat 
Albayrak as  
treasury and finance minister, hours after being 

sworn in to a newly strengthened executive 
presidency. 
"It is the further challenges to the effectiveness 
of the central bank that are most clearly credit 
negative at this point, given the importance of 
that institution's role in addressing the growing 

imbalances in Turkey's economy and financial 
system," Moody's said. 

 
(Writing by David Dolan; Editing by Daren Butler) 
(( david.dolan@tr.com ; +90 212 350 7046; Reuters 
Messaging: 
david.dolan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkish finance minister says economic 

policies will focus on growth  

12-Jul-2018  
ISTANBUL, July 12 (Reuters) - Turkey's newly 

appointed Treasury and Finance Minister 
Berat Albayrak said the need for stable 
economic growth will shape policy, with the 
priority given to budget discipline, inflation 

and reform, the state-run Anadolu news 
agency reported. 

Turkey will take steps to bring inflation, which 
hit a 14-year high last month, down to single 
digits, Albayrak said, according to Anadolu. 
President Tayyip Erdogan appointed Albayrak, 
his son-in-law, to the newly created post this 
week. 

 
(Writing by Ezgi Erkoyun; Editing by David Dolan) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey dollar bonds fall after Erdogan 

interest rate comments  

12-Jul-2018   
LONDON, July 12 (Reuters) - Turkish sovereign 

dollar bonds fell across the curve on Thursday 
after President Tayyip Erdogan's comments on 
interest rates rattled investors concerned 
about how Turkey will tackle its stubbornly 
high, double-digit inflation. 

The 2036 issue was down 0.7 cents to 90.4 

cents - its lowest since June 19, according to 
Tradeweb. The 2034 eurobond lost 0.6 cents to 

trade at 101.1 cents, a three-week low.  
Erdogan told a newspaper that interest rates 
would fall "in the period ahead", adding to fears 
about the direction of monetary policy in a 

country with an overheating economy. 
Erdogan's son-in-law Berat Albayrak, the new 

finance minister, said Turkey would take steps to 

bring down inflation, but also warned that 

speculation about the central bank's 
independence was "unacceptable".  
 
(Reporting by Claire Milhench, editing by Karin 
Strohecker) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

Ukraine central bank raises key rate to 

17.5 pct over inflation risk  

12-Jul-2018  

By Natalia Zinets 
KIEV, July 12 (Reuters) - The Ukrainian central 

bank (NBU) unexpectedly raised its main 
interest rate by half a percentage point on 
Thursday, warning that delays with a $17.5 
billion IMF loan programme posed a risk to 
economic stability. 

Ukraine has received no International Monetary 

Fund money since April 2017 due to slow 
progress implementing reforms including gas 
tariff increases and the creation of an anti-
corruption court. 
Parliament may vote later on Thursday on 

amendments to legislation on the anti-corruption 
court because the IMF is not satisfied with the 

current version of the bill. 
The central bank said it still expected Ukraine 
to receive $2 billion from the Fund this year, 
but lowered its end-year foreign reserves 
forecast to $20.7 billion from $21.6 billion. 
Reform delays "reduce the likelihood that 
Ukraine will receive financing from the IMF, 
and narrow further the country's 
opportunities to secure financing on the 
international capital markets required for 

making public debt repayments, which will 
peak in 2018-2020," it said in a statement.  

Inflation slowed to 9.9 percent in June from 11.7 

percent a month earlier, but the central bank 
said the IMF loan delays, a pick-up in domestic 
demand and labour migration threatened its 
longer-term inflation targets. 
"A tighter monetary policy will neutralise their 

effect, driving inflation down to 5.8 percent as of 
the end of 2019 and 5 percent in 2020," it said, 
explaining its decision to raise rates to 17.5 
percent from 17 percent. 
A Reuters poll of analysts had forecast that the 
bank would keep rates on hold. 
The central bank expects the authorities to raise 

gas prices and other communal tariffs by 25 
percent before the end of 2018, adding an 
additional 0.9 percentage points to the inflation 

rate, deputy central bank governor Dmytro 
Sologub said in a briefing after the rate change 
was announced. 

The regulator maintained its economic growth 
forecast for 2018 at 3.4 percent, and forecast 
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growth of 2.5 percent in 2019 and 2.9 percent in 

2020. 

"A key assumption of the above scenario is 
based on Ukraine continuing to carry out 
structural reforms, as provisioned in the IMF-
supported programme," it said. 
The central bank sees IMF loans as a vital boost 
to reserves as Ukraine faces $2.3 billion in 

foreign currency debt payments in August to 
October. 
It forecast Ukraine raising $1.5 billion with new 
Eurobond placement this year - lower than its 
previous estimate of $2.5 billion.  
 
(Writing by Alesandra Prentice; editing by Matthias 
Williams, Gareth Jones and Alexandra Hudson) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina to issue dollar notes, dual-

currency bonds next week  

07-Jul-2018  
By Juliana Castilla 

July 6 (Reuters) - Argentina next week will 

issue dollar-denominated, 210- and 378-day 
Treasury notes and dual-currency bonds, the 
Finance Ministry said on Friday, without 
confirming the amount the sale seeks to raise.  

The South American nation will auction the 
instruments between Tuesday and Wednesday, 
and will provide further details on the terms 
governing the sale on Tuesday, the ministry 

said.  
The maximum price for the 210-day notes was 
set at $977.5, the equivalent of a minimum 4 
percent nominal annual interest rate, and 

$955.47 for the 378-day notes, equivalent to a 
4.5 percent annual interest.  

 
(Reporting by Juliana Castilla 
writing by Aislinn Laing 
Editing by Leslie Adler) 
(( Aislinn.Laing@thomsonreuters.com ; 0056 
998188538) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina sells $1.6 bln in dual 

currency 2020 bonds  

11-Jul-2018  
BUENOS AIRES, July 11 (Reuters) - Argentina's 

government sold $1.6 billion in dual currency 
bonds maturing in February 2020 and $514 
million in dollar-denominated treasury notes, 
the Treasury Ministry said in a statement on 
Wednesday. 

The dual currency bonds received $2.1 billion 
in orders and were sold at a nominal monthly 

interest rate of 2.35 percent. While the bonds 
are denominated in dollars and could be 
purchased either in dollars or pesos, the 
payments will be made in pesos, providing 
investors with a hedge against depreciation. 

The treasury notes were split between $220 
million in 210-day notes at a nominal annual 
interest rate of 4 percent and $294 million in 
378-day notes at a nominal annual interest rate 

of 5.5 percent. The government received orders 
of $257 million and $297 million, respectively. 
 
(Reporting by Luc Cohen, Editing by Rosalba O'Brien) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina suspends $2.2 bln dam to be 

built by Germany's Voith  

12-Jul-2018  
BUENOS AIRES, July 12 (Reuters) - Argentina 

has suspended plans to build a $2.2 billion 
hydroelectric dam due to an austerity push as 
part of its $50 billion deal with the 

International Monetary Fund (IMF), 
newspaper La Nacion reported on Thursday. 

Deputy Cabinet Chief Gustavo Lopetegui 

informed executives from Germany's Voith 
GmbH, which was part of the consortium 
expected to build the dam in Neuquen province, 
of the suspension this week and explained that 

the government was not starting any new 
infrastructure projects, according to the report. 
Argentina has pledged to reduce public works 
spending to help reach its target of cutting the 
fiscal deficit to 1.3 percent of gross domestic 
product in 2019 as part of the IMF deal. 
Voith did not immediately respond to a phone 

call and an email seeking comment. A 
spokesman for Lopetegui did not immediately 
respond to a request for comment.  
 
(Reporting by Luc Cohen Editing by Alistair Bell) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Chile 

Chilean government boosts growth 

estimate despite trade tension  

10-Jul-2018  

July 10 (Reuters) - Chile's government has 

upped its economic growth estimate for 2018 
to 3.8 percent from 3.0 percent due to 
increased domestic demand, despite the 
potential impact of a trade war between China 
and the United States, its finance minister 
said on Tuesday.  
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Felipe Larrain told a joint sitting of the Chilean 

parliament and senate's budgetary committee 

that he sees inflation rising to 2.9 percent this 
year from a previous prediction of 2.8 percent, 
and domestic demand up 4.8 percent, versus 
4.1 percent previously. 
He said he expected the peso to average 631 
pesos per dollar in 2018, and that the 

government expected the trade war between the 
global economic powers to have a "transitory" 
effect on the price of copper, which he predicted 
would rise from to $3.12 a pound from earlier 
$2.88 forecast. 
 
(Reporting by Antonio de la Jara; writing by Aislinn 
Laing; Editing by Dan Grebler) 
(( Aislinn.Laing@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Jamaica 

Bank of Jamaica - Treasury Bill Tenders 

18 July 2018  

12-Jul-2018  
GOVERNMENT OF JAMAICA TREASURY BILL  
Tenders are invited for a total of 
$1,400,000,000.00 in Government of Jamaica 
Treasury Bills to be issued in accordance with 
this notice and the Standard Terms and 

Conditions. This offer replaces Bills totaling 

$1,299,999,900.00 which mature in July 2018 
and will be issued on a discount basis under 
competitive and non-competitive bidding.  
Tenders from public sector entities should be 
made under non-competitive bidding and will be 
accepted at the weighted average discount rate 
of accepted competitive tenders. Applications 

from public sector entities should be made 
through the Bank of Jamaica on tender date.  
Persons applying for the minimum of $5,000.00, 
have the option of making a competitive bid or 
of applying without specifying a price. In the 
latter case, an allocation will be made at the 

weighted average discount rate of accepted 
competitive bids. Persons applying for amounts 

above $5,000.00 must place a competitive bid.  
Tenders from the public should be received no 
later than 10:45 a.m. on Wednesday, 18 July 
2018 for the two (2) tenors.  
Tender rates for competitive bids should not 

exceed Six (6) decimal places.  
Payment for bills, which must accompany each 
tender, must be made by M anager's Cheque 
payable to the Bank of Jamaica, or by electronic 
transfer.  
The Bank reserves the right to reject any tender.  
Applicants or their accredited representatives 

should collect bills at the Bank of Jamaica within 
Ten (10) business days of the issue date.  

Treasury Bills due to mature on Friday, 20 July 
2018 (i.e. the 91-day & 182-day tenors) should 
be lodged at the Bank of Jamaica two business 
days prior to the maturity date for examination 

and accompanied by a listing form. This form is 
obtainable from bankers, brokers and Bank of 

Jamaica. Proceeds of the Treasury Bills maturing 

in July 2018 will be paid by cheques, drawn on 

the Bank of Jamaica, or credited to accounts 
with the Bank of Jamaica.  
 
(C) Copyright 2018 - Bank of Jamaica 
©Thomson Reuters 2018. All rights reserved. 
 

AFRICA 
 

AFRICA-FX-Kenyan, Ugandan shillings 

to firm, Zambia's kwacha to weaken  

12-Jul-2018  
NAIROBI, July 12 (Reuters) - The Kenyan and 

Ugandan shillings are expected to strengthen 
against the dollar in the next week to 
Thursday, while Zambia's kwacha is forecast 
to weaken, traders said. 

KENYA 

The Kenyan shilling is expected to gain ground, 
supported by dollar inflows from remittances and 
investors seeking to buy government bonds, 
traders said. 
Commercial banks quoted the shilling at 
100.70/90 per dollar compared with 100.65/85 

at last Thursday's close. 
"We've seen inflows from investors interested in 
government paper," said a trader from a 
commercial bank. 
UGANDA 

The Ugandan shilling is seen trading with a 
firming tone in the coming days, helped by 

inflows of hard currency from non-governmental 
organisations and a liquidity squeeze in the 
interbank market. 
Commercial banks quoted the shilling at 
3,750/3,760, stronger than last Thursday's close 
of 3,830/3,840. 
"They (inflows) are coming in at a time when 

demand has dimmed, that will keep the shilling's 
momentum on the stronger side," Faisal 
Bukenya, head of treasury at Exim Bank 
Uganda, said. 
NIGERIA 

Nigeria's naira is expected to be stable next 

week driven by exporters selling dollars on the 
interbank currency market, traders said 
The naira has been trading between 362 and 
363 per dollar for a while as customers shy away 
from trading the currency weaker. Traders say 
dollar liquidity improved this week with lenders 
selling export proceeds to customers. 

On the official interbank market the naira is 
quoted at around 305. 
GHANA 
Ghana's cedi could continue its slow recovery 
next week mainly on increased central bank 
dollar sales, after it touched new lows last week. 
The local currency, which had been under 

pressure since May, recovered marginally on 
Wednesday as weeks of increased central bank 
support began to kick in. It was trading at 4.77 
to the dollar by mid-morning on Thursday 
compared with 4.79 a week ago. 
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"The cedi is expected to extend its recovery as 

the central bank's presence on the market holds 

back speculative long positions," said Accra-
based currency analyst Joseph Biggles 
Amponsah. 
ZAMBIA 
The kwacha is expected to lose ground in the 
coming week as dollar supply dries up after the 

end of tax payments, which had boosted the 
local currency. 
Commercial banks quoted the currency of 
Africa's second-largest copper producer at 
9.8900 per dollar, down from a close of 9.7900 a 
week ago. 

"The dollar supply that came in droves and 
propped up the market has started to die down," 
the Zambian branch of South Africa's First 

National Bank (FNB) said in a note to clients. 
 
(Reporting by John Ndiso, Elias Biryabarema, Chris 
Mfula, Chijioke Ohuocha and Kwasi Kpodo; Compiled 
by George Obulutsa; editing by John Stonestreet and 
David Stamp) 
((george.obulutsa@thomsonreuters.com; Tel: +254 20 
499 1234; Reuters Messaging:  
george.obulutsa.thomsonreuters.com@reuters.net)) 
 
 

Egypt 

As foreign investors exit emerging 

markets, Egypt treasury yields hit 1-

year highs  

12-Jul-2018  
•Foreign buying of treasuries surged after 
2016 currency float 
•Total foreign holdings in treasuries reached 
$23.1 bln in March 
•EM selloff has led to $4-$5 bln exiting Egypt 
-bankers 

By Eric Knecht 
CAIRO, July 12 (Reuters) - Yields on Egyptian 

debt have reached one-year highs in recent 
weeks on the back of an estimated $4-5 
billion exit from the country's debt market, 
bankers and economists told Reuters, part of 
a global selloff in emerging markets. 

Egypt's short and long-term debt yields have 
been climbing since April, with 12-month bills 

last week hitting their highest levels since July 
2017, when they peaked at 21.72 percent.  
Yields cooled slightly at an auction on Thursday 
however, with 12-month yields falling to 19.38 
percent from 19.44 percent and six-month yields 
declining to 19.61 percent from 19.79 percent at 
the last similar sale on July 5.  

Economists and bankers said the higher yields 
are part of a broad global selloff in emerging 
markets that has hit Egypt, one of the world's 
hottest destinations for portfolio investors last 
year after short-term yields touched 22 percent, 

the result of aggressive central bank rate hikes 

aimed at curbing inflation.  
Foreign investment in Egyptian treasuries has 
surged since Egypt floated its currency in late-
2016, climbing from less than $1 billion at the 

time to over $23 billion at the end of March, the 

latest available data, providing the import-

dependent country a crucial source of foreign 
currency. 
Institute of International Finance figures 
indicated last week that foreigners dumped a 
combined $12.3 billion of bonds and stocks in 
emerging markets in May amid higher global 
borrowing costs and a stronger dollar. 

Despite generally improving economic indicators 

tied to IMF-backed economic reforms, 
economists and bankers said Egypt has been 
caught up in the sell-off. 
"The high yields are a reflection of tighter 
liquidity dynamics, especially within emerging 
markets in which Egypt is a part. We've seen 
about $4 billion leave the treasuries market in 

the last two months," said Hany Farahat, senior 
economist at the Cairo-based investment bank 
CI Capital. 
"Higher oil prices, Federal Reserve hikes for the 
remainder of 2018, trade wars, all of those are 
factors investors are considering," said Farahat. 

Three banking sources put the outflow at as high 
as $5 billion, citing both lower interest from 
foreign buyers in the primary market and a 
selloff in the secondary market for Egyptian 
treasuries. 
"This is part of a general concern among 
investors in emerging markets and not anything 

specific to Egypt. There is less demand than 
usual and portfolio managers are giving 

emerging markets lower limits," said one Cairo-
based banker. 
The finance ministry declined to disclose 
information on foreign holdings of Egyptian debt 
since April and the central bank did not respond 

to request for comment. 
Egypt's central bank began easing its rates 
earlier this year, cutting them by 200 basis 
points. It has since held rates steady at its last 
two meetings however, citing inflation concerns 
following recent cuts to energy subsidies. 

 
(Reporting by Eric Knecht; Editing by Toby Chopra) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF gives Egypt strong marks in third 

programme review  

12-Jul-2018  
By Nadine Awadalla 
CAIRO, July 12 (Reuters) - The International 

Monetary Fund maintained a favourable 
outlook for Egypt's economy in its third major 
review of the country's loan programme on 
Thursday but warned against the risks of 
rising fuel prices and an investor exit from 

emerging markets.  
The three-year $12 billion loan programme 
agreed in late 2016 and aimed at drawing back 
investors that fled after its 2011 uprising has 
obliged Egypt to undertake tough reforms such 
as slashing energy subsidies, imposing new 
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taxes, and floating its pound currency.  

The Fund maintained its previous 5.5 percent 

projection for Egypt's GDP growth in the 2018-
2019 fiscal year, supported by a recovery in 
tourism and rising natural gas production. 
The country raked in $2.27 billion dollars in 
tourism revenues in the quarter from January-
March, the latest available data from the central 

bank showed.  
The Fund said that should help Egypt reduce 
its overall current account deficit to 2.6 
percent in 2018-2019, down from a previous 
projection of 4 percent.  
The IMF estimated that Egypt would face a 
financing gap of $1 billion for the year, which 
it could plug through either a Eurobond or its 
own reserves, suggesting that Egypt could tap 
international markets again this year. 

It said external debt was likely to rise to 
$91.5 billion from a previous projection of 
$85.2 billion in its second review. 

Inflation has soared in the import-dependent 
country after it floated its currency in late 2016, 
hitting over 30 percent last year, but price rises 
have cooled in recent months. 
Recent IMF-backed cuts to energy subsidies 

have pushed inflation back up however, to 14.4 
percent in June from 11.4 percent in May. 
The Fund expects average inflation for the 2018-
2019 fiscal year to be 14.4 percent, and urged 
tight monetary policy to keep a lid on prices.  
"The Central Bank of Egypt should maintain its 

restrictive stance to contain second-round 

effects of fuel and electricity price increases, 
with future policy changes guided by inflation 
expectations and demand pressures," IMF First 
Deputy Managing Director David Lipton said. 
Egypt's fuel subsidy bill is expected to account 
for 2.1 percent of GDP in the 2018-2019 fiscal 
year, the report said, up from a previous 

estimate of 1.2 percent on the back of higher 
global fuel prices. 
Foreign investment in Egypt's equity and debt 
markets reached has record highs since the 
country embarked on the reforms, though 
foreign direct investment outside the energy 

sector has remained sluggish. 

The IMF warned that a general pullback from 
emerging markets by investors presents a risk, 
but said Egypt is "well-positioned" to weather 
any outflows due to healthy foreign reserves, 
which hit $44.258 billion at the end of the 2017-
2018 fiscal year.  

 
(Reporting by Nadine Awadalla; Editing by Catherine 
Evans) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ethiopia 

Ethiopia dollar bonds hit 10-week high 

after Eritrea rapprochement  

09-Jul-2018  
LONDON, July 9 (Reuters) - Ethiopia's dollar-

denominated bonds rose to their highest in 
10-weeks on Monday after the country's new 

reformist Prime Minister Abiy Ahmed met with 
Eritrea's Isaias Afwerki on Sunday, agreeing 
to re-establish ties between the two bitter 
regional enemies.  

The 2024 issue  added 0.583 cents to trade at 
$100.25 - its highest level since early May, 
according to Thomson Reuters data. The bond 
has gained nearly $3 since last Wednesday's 

close.  
The talks were the product of an unexpected 
peace initiative by Ethiopia's Ahmed and could 
transform the Horn of Africa region, ending 
decades of animosity during which both 
countries remained isolated and dominated by 
their security forces.  

"Because of the economic and political reforms, 
investors are looking to be a little bit overweight 
on the Ethiopia bonds," said Jibran Qureishi, 
East Africa economist at Stanbic Bank in Nairobi.  
 
(Reporting by Karin Strohecker, additional reporting by 
Duncan Miriri in Nairobi, editing by Claire Milhench) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Kenya 

Kenya floats 400 mln USD bond  

10-Jul-2018  

NAIROBI, July 9 (Xinhua) -- Kenya has this 

month put up for sale Treasury bond worth 
400 million U.S. dollars as the government 
strives to support the budget. 

The bond is the first for this financial year and 
comes weeks after the government presented its 
30 billion dollars budget in parliament. 
"The Central Bank of Kenya acting in its capacity 

as the fiscal agent of the Republic of Kenya is 
offering the investing public an opportunity to 
invest in a fixed twenty-year Treasury bond," 
said the bank in a notice Monday. 

The bond has a 13.2 percent fixed rate, which 
gives investors higher yields, and would be sold 
until July 26. 
Kenya's internal debt currently stands at 
nearly 25 billion U.S. dollars. 

 
Copyright (c) 2018 Xinhua News Agency 
 
 

Morocco 

Moroccan growth to slow to 2.9 pct in 

2019-planning agency  

10-Jul-2018  

CASABLANCA, Morocco, July 10 (Reuters) - 
Morocco's economic growth is expected to 

slow to 2.9 percent in 2019 from a forecast 
3.1 percent this year, the head of the 
country's planning agency said on Tuesday, 
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citing a dip in agricultural production. 
The budget deficit is forecast to reach 3.9 

percent of gross domestic product this year, 
and 3.6 percent of GDP in 2019, said planning 
commission head Ahmed Lahlimi. 

Inflation is seen staying relatively low, at 1.7 
percent in 2018 and 1.3 percent in 2019, Lahlimi 
told reporters in Casablanca.  
With the economy driven by domestic demand, 
Morocco's trade deficit is expected to inch higher 

to 18.7 percent in 2019 from 18.5 percent this 
year, he said. "Domestic demand continues to 
be the main driver for growth."  
"Agricultural output is expected to be lower than 
the levels for 2017 and 2018," said Lahlimi, 
describing the forecast crop for 2019 as 
"average".  

Agriculture accounts for more than 15 percent of 
Morocco's economy.  
 
(Reporting by Ahmed Eljechtimi, Writing by Aidan 
Lewis; Editing by John Stonestreet, William Maclean) 
(( Aidan.Lewis@tr.com ; +216-29850352; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

IMF disburses $250 mln loan tranche 

to Tunisia  

07-Jul-2018  

By Tarek Amara 
TUNIS, July 6 (Reuters) - The International 

Monetary Fund on Friday approved the 
payment of a $250 million tranche, the fourth 
from Tunisia's loan programme tied to 
economic reforms aimed at keeping its deficit 
under control, the fund said. 

The tranche brings disbursements so far under 
the four-year programme to $1.139 billion, the 

fund said in statement. 
The programme agreement reached in 2016 is 
worth about $2.8 billion. 
Tunisia has been praised as the only democratic 
success among the nations where "Arab Spring" 
revolts took place in 2011. But successive 

governments have failed to trim its fiscal deficit 

and create economic growth. 
Tunisia's central bank last month raised its key 
interest rate by 100 basis points to 6.75 percent, 
the second hike in three months, to tackle 
inflation that has reached the highest level since 
1990. 

The IMF said in May that anchoring inflation 
expectations through additional rate increases 
would be crucial if price pressures did not 
moderate quickly. 
Inflation is expected to reach to about 9 percent 
for the first time by the end of this year, officials 
have said. 
The government forecasts the budget deficit 
to fall to 4.9 percent of gross domestic 
product in 2018 from about an estimated 6 
percent in 2017. It aims to raise GDP growth 
to about 3 percent next year from 2.3 percent 
last year. 

 
(Reporting by Tarek Amara; Editing by Richard Chang) 
(( tarek.amara@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia 

Zambia says debt restructuring will not 

disrupt Chinese projects  

11-Jul-2018  
LUSAKA, July 11 (Reuters) - Zambia will be 

careful to ensure its planned debt 
restructuring does not disrupt Chinese-
financed projects, President Edgar Lungu said 
on Wednesday, after China's ambassador to 
the southern African nation sought 

clarification on the matter. 

China is a leading financier of infrastructure 
projects in Zambia, Africa's No.2 copper 
producer, including roads and hydropower 
generation plants.  
Speaking after he met Chinese ambassador Li 
Jie, Lungu said there would be no disruption to 

financing arrangements, project implementation 
or contractual obligations. 
Finance Minister Margaret Mwanakatwe would 
in the coming days lead a Zambian delegation 
to China for strategic consultations on the 
debt restructuring progamme, Lungu said. 

Zambia said in February it would rearrange loans 

from Chinese companies as part of a debt 
management plan aimed at satisfying conditions 

set by the International Monetary Fund to unlock 
a potential $1.3 billion loan. 
Zambia's debt was $9.3 billion, or roughly a 
third of gross domestic product, at the end of 
March, up from $8.7 billion at the end of 2017. 
 
(Reporting by Chris Mfula; Editing by Catherine Evans) 
(( chris.mfula@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 

GLOBAL 
 

Global debt load at a record $247 

trillion in Q1  

10-Jul-2018  
By Daniel Bases 

NEW YORK, July 10 (Reuters) - The amount of 

debt held by both mature and emerging 
markets tracked by the Institute of 
International Finance rose to a record $247 
trillion in the first quarter of 2018, up 11.1 
percent from the same period a year ago. 

The report released on Tuesday by the IIF, a 
global bank lobbying group, said the ratio of 
debt to gross domestic product of these nations, 

which include the Group of Seven industrialized 
nations and the majority of emerging market 
economies, increased to 318 percent. That is the 
first quarterly increase in the debt-to-GDP ratio 
since the third quarter of 2016. 
"With global growth losing some momentum 
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and becoming more divergent, and U.S. rates 
rising steadily, worries about credit risk are 

returning to the fore - including in many 
mature economies," the IIF said. 

Since December 2015, the U.S. Federal Reserve 
has raised interest rates seven times to a range 
of 1.75 percent to 2.00 percent, with more 
increases expected. 
Debt levels for household, non-financial 

corporate and general government sectors rose 
to $186 trillion in the first quarter of 2018. 
Financial sector debt rose to a record high $61 
trillion. 
High debt levels in the non-financial sectors 
could be problematic, although unlikely to 
become a debt crisis akin to a decade ago, IIF 

Executive Managing Director Hung Tran told 

reporters ahead the data release. 
"Non-financial borrowers in the corporate sector, 
in the household sector, in the government 
sector having very high debt levels, will find it 
very costly and difficult to refinance and borrow 
more in order to sustain investment and 

consumption going forward. That is really 
causing growth to falter, so what I term 
headwinds to growth," Tran said. 
Emerging market debt rose by $2.5 trillion to 
a record $58.5 trillion in the first quarter.  

Variable-rate debt holders face greater risks 
because of rising benchmark interest rates, the 

IIF said, noting that over 10 percent of emerging 
market corporate bonds are pegged to this asset 

class.  
"For many emerging markets, which rely heavily 
on bank financing, higher borrowing costs for 
banks could be passed through to the corporate 
and household sectors, so something of a hidden 

risk in terms of this floating rate borrowing," 
said IIF Senior Director Sonja Gibbs.  
Mature economies are even more reliant on 
variable rate debt, the report said, with the 
ratio among G7 economies ranging from 18 
percent in Canada to 38 percent in the United 
States and Italy. 

 
(Reporting by Daniel Bases; Editing by Dan Grebler) 
(( daniel.bases@thomsonreuters.com ; +1 646 223 
6131; Reuters Messaging: 

daniel.bases.reuters.com@reuters.net ; Twitter: 
https://twitter.com/djbases) ) 
(c) Copyright Thomson Reuters 2018. 
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