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ASIA 
 

Afghanistan 

International Monetary Fund (IMF) 

Commends Afghanistan Steps toward 

Economic and Financial Reforms at Its 

fourth Review  

10-Dec-2018  
Dec 10, 2018: H.E. Dr. Mohammad Humayon 

Qayoumi, Acting Minister of Finance and Chief 
Advisor on Infrastructure to H.E. the 
President, and Mr. Khalil Sediq, Governor of 
Da Afghanistan Bank announced the result of 
IMF 4th review of Afghanistan Economic and 
Financial Reforms through a joint press 
conference in Government Media and 
Information Center (GMIC).  

'After evaluating the Commitments, in the fourth 

review, the Executive Board of IMF called Afghan 

Government's economic and financial reforms 
successful and has extended the ECF program 
until the end of FY-1398,' said Dr. Qayoumi, 
Acting Minister of Finance while welcoming the 
extension of the program  
'I am very pleased that, despite the challenges 
drought and security, Afghan Government has 

managed to fulfill its reform programs and 
commitments,' he added. 
'Successfully completing each review, 
Afghanistan will be able to receive 6.2 million 
USD from the fund. After completing the 
fourth review Afghanistan has managed to 

receive 24.8 million USD to date,' Minister 

Qayoumi stated. 

'Considering current situation, International 
Monetary Fund (IMF) praises for Afghanistan 
efforts in the areas of maintaining economic 
stability and inflation at lower level, increased 
currency reserves and strengthened financial 
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system of the country is a great success to the 

Afghan Government,' said Mr. Khalil Sediq, 

Governor of Da Afghanistan Bank while 
appreciating the timely completion of Afghan 
Commitments. 
'According to the IMF report, despite the 
remarkable reduction in the regional countries' 
currency value, the nominal value of Afghan 

currency declined by 9% which is the lowest 
among them. The lower decrease in Afghan 
Currency value compared to significant decrease 
of other countries in the region led to lower 
inflation of Afghanistan in the neighboring 
countries,' Mr. Sediq added. 

It is worth mentioning that, during IMF fourth 
review, indictors of domestic revenue collection, 
reform in national budget preparation, 

maintaining financial stability and economic 
growth, inflation rate, national currency 
reserves, anti-corruption efforts and financial 
system has been evaluated.  

 
(C) Copyright 2018 - Ministry of Finance - Islamic 
Republic of Afghanistan 
 
 

China 

China Nov new loans rise to 1.25 trln 

yuan, beating forecasts  

11-Dec-2018  

BEIJING, Dec 11 (Reuters) - Chinese banks 

extended 1.25 trillion yuan ($182 billion) in 
net new yuan loans in November, more than 
analysts had expected and up from the 

previous month.  

Analysts polled by Reuters had predicted new 
yuan loans of 1.1 trillion yuan last month, up 
from 697 billion yuan in October and roughly in 
line with the tally in November last year. 
Broad M2 money supply grew 8.0 percent in 
November from a year earlier, matching 

forecasts, central bank data showed on Tuesday. 
Analysts had expected M2 growth to remain at a 
record low pace of 8.0 percent, compared with 

8.0 percent for October. 
Outstanding yuan loans grew 13.1 percent 
from a year earlier, a touch above 
expectations of 13 percent and the same pace 
as October.  

Surprisingly weak credit growth in October had 

sparked market speculation that authorities may 
be considering more aggressive policy action - 
including China's first benchmark rate cut in 
three years - to jumpstart the slowing economy. 
 
($1 = 6.9538 Chinese yuan renminbi) 
(Reporting by Beijing Monitoring Desk; Editing by Kim 
Coghill) 
(( yifan.qiu@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 

 

China Jan-Nov fiscal expenditures up 

6.8 pct y/y  

13-Dec-2018  
BEIJING, Dec 13 (Reuters) - China's fiscal 

expenditure in the first 11 months rose 6.8 
percent from a year earlier, the finance 
ministry said on Thursday. 

However in November alone, government 
spending fell 0.8 percent year-on-year, 
compared with an 8.2 percent rise in October. 
China's fiscal revenue rose 6.5 percent in the 
January-November period, the ministry said on 

its website, while adding that for November it 
fell 5.4 percent on year.  
Last month, personal income tax revenue 

tumbled 17.3 percent on-year, it said.  
China has raised the threshold for collecting 
income taxes from Oct. 1 as part of a major 
overhaul of the country's individual income 
tax law in the hope of spurring growth. 

The Chinese government has also pledged to 

take more fiscal measures to support a slowing 
economy, and to soften the blow from a heated 
trade war between Beijing and Washington.  
 
(Reporting by Beijing Monitoring Desk 
Editing by Shri Navaratnam) 
(( judy.hua@thomsonreuters.com ; 8610-6627 1297; 
Reuters Messaging: 
judy.hua.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

Georgia passes 2019 budget, expects 

economic growth of 4.5 pct  

13-Dec-2018  
TBILISI, Dec 13 (Reuters) - Georgia will 

increase spending next year when it expects 
the economy to grow by 4.5 percent, 
according to the 2019 budget passed by 
parliament on Thursday. 

The former Soviet republic, home to pipelines 

that carry oil and gas from the Caspian region to 

Europe, also expects state revenues to rise next 
year. 
The economy expanded by 5.1 percent year-on-
year in the first 10 months of 2018, up from 4.9 
percent in the same period of 2017. 
In 2017 Georgia recorded economic growth of 
5 percent, more than double the previous 
year's growth rate, as exports rebounded and 

remittances from abroad rose. The fastest-
growing sectors were the processing industry, 
services and real estate.  
The 2019 budget estimates total state revenues 
at 12.9 billion lari ($4.9 billion), up 423 million 
lari from total revenues anticipated this year. 

Spending is projected at 13.1 billion lari next 

year, or 630 million lari higher than this year. 
Tax revenues will total around 9.7 billion lari, up 
155 million lari from the 2018 forecast. 
Inflation has also come down and the 2019 
budget sees annual inflation averaging around 3 
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percent, the central bank's target level, next 

year, the same as this year. 

Consumer prices rose 1.9 percent in annual 
terms in November, down from 6.9 percent a 
year earlier. 
Opposition lawmakers criticised the budget, 
saying it would not help resolve social and 
economic problems in Georgia including high 

unemployment and low wages. 
 
(Reporting by Margarita Antidze; Editing by Susan 
Fenton) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

Fitch Ratings: RBI Governor 

Resignation Highlights Risks to Policy 

Priorities  

12-Dec-2018  
Fitch Ratings-Hong Kong/Singapore-December 
12: The resignation of the Reserve Bank of 

India (RBI) governor on 11 December follows 
a period of government pressure on the 
central bank to spur economic growth, and 
highlights risks to the RBI's policy priorities, 

says Fitch Ratings. The RBI's efforts to address 

bad loan problems have the potential to improve 

banking-sector health over the long term and its 
commitment to inflation targeting has supported 
a more stable macroeconomic environment in 
recent years. Increased government influence on 
the central bank could undermine this progress. 
The full implications of Urjit Patel's resignation 

will only become clearer once there is some 
indication of the RBI's policy approach under his 
replacement, Shaktikanta Das, an experienced 
government bureaucrat. The central bank's 
stance may still remain unchanged. Mr Patel 
cited personal reasons for leaving the RBI, 
rather than government interference. Moreover, 

there was no obvious break in policy continuity 

after the last governor, Raghuram Rajan, 
decided not to seek a second term in 2016, 
which also sparked market concerns. 
Nevertheless, Mr Patel's decision comes after 
months of escalating government pressure on 
the RBI to ease some of the strains created by 

its clean-up of the banking sector. Increased bad 
loan recognition has led to large credit costs - 
particularly for state banks - and weaker 
capitalisation in recent years. Capital constraints 
have, in turn, held back lending, while 11 state 
banks have fallen under the RBI's "prompt 

corrective action" (PCA) framework, which 
allows the central bank to directly restrict their 

lending. Problems in the non-bank financial 
sector following the recent default of 
Infrastructure Leasing & Financial Services 
(IL&FS) have further reduced credit availability. 
The government has unsuccessfully pushed the 

RBI to relax the PCA thresholds to allow some 

troubled banks to step up lending. Calls to dilute 

provisions in a new regulatory NPL framework 

that has accelerated bad loan recognition this 
year and to provide emergency liquidity to non-
bank financial institutions (NBFIs) have also 
been dismissed. The introduction of a 0.625% 
counter-cyclical buffer (CCB) that was set to kick 
in from April 2019 has been delayed, but the RBI 

has so far resisted pressure to push back the 
implementation of other Basel III minimum 
capital requirements. 
A roll-back of measures that address long-
standing bad-loan problems and restrict the 
growth of weakly capitalised banks could have a 

negative impact on the credit profiles of affected 
banks and increase risks in the financial system. 
Most state banks are in a poor position to ramp 

up lending, with their common equity Tier 1 
ratios well below the 7.375% that will apply 
from April 2019 under Basel III implementation. 
Some banks are also likely to continue reporting 

losses, further adding to capitalisation 
challenges. 
In terms of monetary policy, the 
establishment of a Monetary Policy Committee 
(MPC) in October 2016 and recent 
introduction of inflation targeting has 
underpinned our view that the RBI's 
macroeconomic policy framework is credible 
and effective. However, that assessment 
could change if government influence pushes 

the RBI away from its mandate. We affirmed 
India's 'BBB-' sovereign rating with a Stable 
Outlook in November. 

General elections due by May 2019 will create a 
political incentive for the government to push for 
more supportive RBI policies. India's economy 
remains one the fastest-growing in the world, 
but GDP growth slowed to 7.1% yoy in 3Q18 

(calendar year), from 8.2% in the previous 
quarter. We recently lowered our growth 
forecast for the fiscal year ending March 2019 to 
7.2% from 7.8%, due to the weak data, higher 
financing cost and reduced credit availability. 
 
Media Relations: Bindu Menon, Mumbai, Tel: +91 22 
4000 1727, Email: bindu.menon@fitchratings.com; 
Leslie Tan, Singapore, Tel: +65 6796 7234, Email: 

leslie.tan@thefitchgroup.com; Wai-Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
 
 

Indian stocks, bonds rally as rate cut 

bets rise; inflation in focus   

12-Dec-2018  
• Rate cut bets rise after new bank chief 
appointed 
• New RBI chief says to take more 
consultative approach  
• Markets await inflation data for further 
direction  
Updates market levels, adds comment 

By Swati Bhat 
MUMBAI, Dec 12 (Reuters) - Indian stocks and 

bonds closed higher on Wednesday after the 

government moved quickly to calm markets 

mailto:Publicdebtnet.dt@tesoro.it
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and appoint a new central bank governor 
whose predecessor quit after a months-long 

tussle over policy. 

The rupee weakened slightly, however, in 
response to a sharp rise in global crude oil prices 
which threatens to aggravate India's current 
account deficit.  
The appointment of ex-finance ministry official 
Shaktikanta Das on Tuesday as the new Reserve 

Bank of India governor came a day after Urjit 
Patel resigned from the post following clashes 
with the government, which wants more 
economy-boosting measures ahead of a general 
election, due by May. 
In his first press briefing after assuming office, 
Das said he would adopt a consultative approach 

and move quickly to meet state-run bank chiefs 

and other parties to tackle issues facing the 
banking sector. 
Traders said the comments were being viewed 
as positive and were in line with market 
expectations.  

The benchmark 10-year bond yield ended at the 
session low of 7.41 percent, down 12 basis 
points on the day. 
The partially convertible rupee closed at 72.0150 
per dollar compared with its previous close of 
71.84, after initially dropping to a low of 72.20 
at the open tracking oil prices. 
"The appointment of the new governor is 
likely to calm investors and ease any 
uncertainty about the next head of the central 
bank," economists at HDFC Bank wrote in a 
note. 

Some market participants said rate cut bets had 
increased following the appointment of Das, with 
some expecting a cut in interest rates as early 
as April. 

Both the broader NSE index and the benchmark 
BSE index ended 1.79 percent firmer. 
"The negativity from Urjit Patel's abrupt 
resignation has been offset by the speedy 
appointment of a new governor," said Deepak 
Jasani, head of retail research at HDFC 
Securities, adding that people were now looking 

forward to less friction between the RBI and the 
government.  

"Those who withheld buying because of 
uncertainty are now back in the game. Going by 
the volumes in individual stocks, there is some 
also FII (foreign institutional investor) nibbling 

happening." 
Traders and analysts broadly expect the central 
bank's monetary policy stance to gradually shift 
towards neutral as inflation readings have been 
subdued in recent months.  
Inflation is expected to ease to a 16-month low 
in November, according to a Reuters poll, as 

food and fuel prices fell. Data is due to be 
released after the market close on Wednesday. 
RBI watchers said they expected the 61-year-old 

Das to put relations between the Mumbai-based 
bank and the finance ministry in New Delhi on a 
more stable footing.  
Das retired last year as secretary of the 

department of economic affairs, having 
previously served on the RBI's board. 

He was a strong advocate of slashing rates 

during his tenure, said Sue Trinh at RBC Capital 

Markets in Hong Kong. 
But investors are watching closely to see how he 
holds up against outside influences after recent 
efforts by the government to gain greater 
control over the central bank's regulatory 
powers, raising concern over its independence. 

 
(Additional reporting by Chris Thomas in BANGALORE 
Editing by Kim Coghill, Robert Birsel) 
(( swati.bhat@thomsonreuters.com ; 
twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India's high growth enough to keep 

credit rating stable  

12-Dec-2018  
By Marc Jones 

LONDON, Dec 12 (Reuters) - India's rapid 

economic growth will be enough to offset 
worries about the independence of its central 
bank and keep its credit rating in the coveted 
investment grade bracket, S&P Global said on 
Wednesday. 

India's BBB- rating puts it on the bottom rung of 
the investment grade ladder, and sentiment 
towards the country was hit on Monday when 

central bank governor Urjit Patel resigned 

following a months-long tussle over policy with 
the government. 
"We always like to see a central bank that is 
independent because if you don't, it can have 
very negative consequences on your capacity 
to contain inflation and foster growth," S&P's 
lead global sovereign analyst Roberto Sifon-
Arevalo told Reuters.  

"But when you are growing at 7 percent, that 
environment is quite forgiving, because it allows 
for a lot of these unorthodox things to happen 
without having a tremendous amount of 
damage." 
There are other pressures mounting too though.  
Prime Minister Narendra Modi's support has 

taken a hit ahead of national elections next year, 
volatile crude prices are tough for a country that 
imports over 90 percent of its oil, and there is 
general pressure on emerging markets amid a 
rumbling global trade war. 
"At the moment that (the high growth) is 
enough (to keep the rating stable)," Sifon-

Arevalo added. "If the economy was growing at 
2 percent it would be a lot more complicated."  
 
(Reporting by Marc Jones; editing by John 
Stonestreet) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

India Bonds Rise As Inflation Slump 
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Ups Hope Of Change In Stance  

13-Dec-2018  

By Dharam Dhutia 
NewsRise 
MUMBAI (Dec 13) -- Indian government bonds 

rose in early trade, with the 10-year 
benchmark note at a one-week high, as 
inflation slowed to the lowest in a year and a 

half, boosting hopes of a softening of the 
monetary policy stance. 
The benchmark 7.17% bond maturing in 2028 
changed hands at 98.51 rupees, yielding 7.40%, 
at 10:00 a.m. in Mumbai against 98.42 rupees, 
and a 7.41% yield, yesterday. The note rose to 
98.65 rupees, highest since Dec. 6, yielding 
7.38%. The rupee was higher at 71.63 to dollar 

after headline retail inflation slipped to 2.33% on 

year in November, on a sharp contraction in 
food prices, below the Monetary Policy 
Committee’s 4% target. 
"There is a drastic difference between the 
actual inflation outturn and numbers 
forecasted by the central bank,” a trader with 
a state-run bank said. “Monetary easing is 

definitely on the cards, and that is getting 
factored into prices.” 

Retail inflation stayed below the central bank’s 
medium-term target of 4% for the fourth 
straight month. Earlier this month, the rate-
setting MPC had maintained rates and kept the 
stance unchanged at calibrated tightening. The 
panel lowered its inflation projection to 2.7%-

3.2% for the second half of this fiscal year from 
3.9%-4.5%, with risks tilted to the upside. 
The MPC next rate decision is on Feb. 7, under 
Reserve Bank of India’s newly-appointed 
Governor Shaktikanta Das, a former economic 
affairs secretary, who is seen as a monetary 

policy ‘dove’ by market participants. 
Das took over as the RBI chief yesterday after 
Urjit Patel abruptly resigned on Dec. 10 amid 
reported differences with the government. 
India's inflation outlook looks fairly benign and 
that the maintenance of the growth trajectory is 
important, Das said yesterday. The governor will 

be meeting heads of Mumbai-based state-run 
banks today. 

Most brokerages expect a change of policy 
stance in February, with Citi assigning 15% 
probability to a rate cut at th meeting.  
The benchmark Brent crude oil contract was 
trading 0.4% higher at $60.44 per barrel. India 

imports about 80% of its crude oil requirement. 
India’s central bank will buy bonds worth up to 
100 billion rupees today.  
 
- 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 
 

 

Lebanon 

Lebanese leaders show new optimism 

on ending government deadlock  

12-Dec-2018  
• Politicians at odds since May over new 
government 
• President Aoun launched new bid to 
break deadlock this week 
• Government seeks investor backing at 
London roadshow 

BEIRUT/LONDON, Dec 12 (Reuters) - Lebanese 

leaders expressed fresh confidence on 
Wednesday about reaching a deal to form a 

new government, with President Michel Aoun 
saying results of his efforts to break the 
months-long deadlock would appear this 
week. 

A group of Hezbollah-aligned lawmakers at the 
heart of the logjam said they backed Aoun's 
efforts but a solution had yet to be found, 
blaming on Prime Minister-designate Saad al-

Hariri. 
Heavily indebted and with a stagnant economy, 
Lebanon desperately needs a new government 
to implement economic reforms to put its public 
finances on a more sustainable footing and 
unlock foreign aid.  
A general election in May led to months of 

wrangling between rival parties to form a 

coalition under a political system that parcels 
out government posts among Muslim and 
Christian sects. 
The heavily armed Shi'ite Muslim group 
Hezbollah and its allies emerged stronger from 
the election. Hariri, who enjoys Western 

support, lost more than one-third of his seats, 
though he remains Lebanon's most influential 
Sunni politician. 
The final hurdle to a deal has been over Sunni 
representation, with the six Sunnis that are 
aligned with Hezbollah demanding a cabinet 
seat to reflect their gains in the election. 
Hariri has ruled out giving up one of his 

cabinet seats for them. 

Analysts believe one compromise could be for 
Aoun to nominate one of the Hezbollah-aligned 
Sunnis, or a figure acceptable to them, among a 
group of ministers named by the president. 
On Tuesday, Aoun said the government 
formation could not be resolved in the traditional 
way between the prime minister-designate and 

other parties, and that he had to get involved to 
avoid "catastrophe" - an apparent reference to 
the economy. 
Aoun, who is also an ally of Hezbollah, said the 
results of his new effort would appear "in the 
next two days".  

Parliament Speaker Nabih Berri was cited as 

saying he was "optimistic for the possibility of a 
solution soon" and caretaker Foreign Minister 
Gebran Bassil said Lebanon would definitely 
form a new government "despite all obstacles". 
 
(Reporting By Karin Strohecker in London and Dahlia 
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Nehme and Ellen Francis in Beirut 
Writing by Angus McDowall and Tom Perry in Beirut 
Editing by Mark Heinrich and Robin Pomeroy) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 

angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon's Hariri: Saudi will help 

economically once govt formed  

13-Dec-2018  

LONDON, Dec 13 (Reuters) - Lebanese Prime 

Minister-designate Saad al-Hariri said on 
Thursday that Saudi Arabia would help 
Lebanon economically once it forms a new 
cabinet. 

"As soon as we form the government, you will 
see Saudi Arabia take some serious steps 
towards Lebanon, helping Lebanon 
economically," he said, speaking at Chatham 

House in London.  
 
(Reporting by Angus McDowall 
Editing by Robin Pomeroy) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan 

Moody's Says Pakistan's Credit Profile 

Reflects Domestic And External 

Challenges  

13-Dec-2018  
Dec 13 (Reuters) - Moody's: 
Moody's: Pakistan's credit profile reflects 
domestic and external challenges. 

Moody's on Pakistan says significant external 
pressures driven by wider current-account 
deficits have reduced foreign-currency reserves. 
Moody's on Pakistan says real GDP growth in 

Pakistan to slow to 4.3%-4.7% in fiscal 2019 
(ending june 2019) and fiscal 2020 from 5.8% in 

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

Philippines 

Central Bank of the Philippines - Q3 

2018 BOP Position Posts a Deficit  

14-Dec-2018  
The country's balance of payments position 
(BOP) registered a higher deficit of US$1.9 
billion in Q3 2018 compared to the US$662 
million deficit recorded in the same quarter a 

year ago. This development was primarily due 
to the deficit in the current account, which was a 
result of the continued widening of the trade-in-
goods deficit and the lower net receipts of 

services and secondary income. The increase in 

the primary income account tempered the rise in 

the current account deficit. The sustained 
expansion in imports of goods was driven by the 
strong growth of domestic economic activity 
propelled by the government's big infrastructure 
projects. Meanwhile, the financial account 
recorded net inflows (or net borrowing by 

residents from the rest of the world), a reversal 
from the net outflows posted in the same 
quarter a year ago. Net inflows of direct 
investments remained robust on the back of 
country's solid macroeconomic fundamentals. 
Net inflows were likewise posted in the portfolio 

and other investment accounts during the 
quarter as investor sentiment and global growth 
prospects remained positive.  

As a result of these developments, the country's 
gross international reserves (GIR) amounted to 
US$74.9 billion as of end-September 2018, 
lower than the US$81 billion level recorded in 

end-September 2017. At this level, reserves 
may sufficiently cover 6.6 months' worth of 
imports of goods, and payments of services and 
primary income. It was also equivalent to 5.6 
times the country's short-term external debt 
based on original maturity and 4.0 times based 
on residual maturity. The year-on-year decrease 

in reserves was due mainly to outflows arising 
from the BSP's foreign exchange operations, the 
NG's payments for its foreign exchange 
obligations, and revaluation losses on foreign 

currency-denominated reserves and gold 
holdings. 

Third Quarter 2018 Developments 
Current Account. The current account 

registered a deficit of US$2.9 billion in Q3 
2018, a reversal from a US$1.1 billion surplus 

posted in the same quarter last year. This 
development stemmed mainly from the widening 
deficit in the trade-in-goods account. Lower net 
receipts in the trade-in-services and secondary 

income accounts also contributed to the current 
account deficit, which were partly offset by the 
higher net receipts in the primary income 
account during the quarter.  

The trade-in-goods deficit widened further to 
US$13.5 billion in Q3 2018 from US$9.4 billion 
in Q3 2017 due to the double-digit expansion in 

imports of goods at 18.1 percent and as exports 
of goods posted a marginal growth of 0.2 
percent. Exports of goods increased to US$13.5 
billion in Q3 2018 from US$13.4 billion in Q3 
2017 owing to improved demand from the 
country's trading partners, particularly China 

and the US, and newly industrialized economies 
such as Singapore, Taiwan and Hong Kong. The 
improvement in exports of goods was driven 
mainly by the 35 percent growth in shipments of 
fruits and vegetables to US$644 million in Q3 
2018 from US$477 million in Q3 2017, notably 

exports of bananas. Increases in exports of 

petroleum and forest products likewise 
contributed to the recovery in total exports in Q3 
2018. Imports of goods grew in Q3 2018 to 
US$27 billion, higher than the US$22.9 billion in 
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Q3 2017. Growth in imports of goods 

accelerated to 18.1 percent, boosted by 

increases registered across most major 
commodity groups. Imports of raw materials and 
intermediate goods were the leading 
contributors to the overall growth in imports, 
recording a 20.1 percent increment from last 
year's US$8.1 billion to US$9.8 billion during the 

quarter. Growth was boosted by increased 
purchases of semi-processed raw materials 
(27.4 percent), particularly manufactured goods 
(38.9 percent), such as iron and steel, materials 
and accessories for the manufacture of 
electronics (52.8 percent), and chemicals (9.2 

percent). Imports of capital goods rose by 16.2 
percent to US$7.6 billion on account of increased 
purchases of aircraft, ships and boats, land 

transport equipment excluding passenger cars 
and motorized cycle, and office & EDP machines. 
Imports of mineral fuels and lubricants 
expanded by 31.4 percent to reach US$3.5 

billion in Q3 2018 owing to higher imports of 
petroleum crude. Imports of consumer goods 
increased by 14.6 percent to US$4.8 billion due 
to higher purchases of both non-durable and 
durable goods.  
Net receipts of trade-in-services amounted to 
US$3.2 billion in Q3 2018, lower than the 

US$3.3 billion net receipts in Q3 2017. The 5.5 
percent downturn in net services receipts was on 
account of the higher net payments posted in 
travel, transport, and insurance and pension 

services. These more than offset the net receipts 
recorded in manufacturing services and in 

telecommunications, computer and information 
services. Meanwhile, net receipts in technical, 
trade-related, and other business services, as 
well as computer services, comprising largely of 
earnings from business process outsourcing 
(BPO) related transactions also increased during 
the quarter.  

The primary income account posted net receipts 
of US$1 billion in Q3 2018, 49.5 percent higher 
than the US$700 million net receipts in Q3 2017. 
The upturn was attributed to the 20.9 percent 
decline in net payments of investment income 

due mainly to higher interest receipts on 
portfolio investments (by 167.7 percent) and 

direct investments (by 59.4 percent) abroad. 
Interest receipts on reserve assets likewise 
increased during the quarter. Similarly, 
compensation inflows mostly from resident 
overseas Filipino (OF) workers grew by 4.2 
percent to reach US$2 billion.  

Net receipts in the secondary income account 
amounted to US$6.4 billion in Q3 2018, slightly 
lower than the US$6.5 billion net receipts in Q3 
2017. The 1 percent shortfall stemmed from the 
6.9 percent decline in net receipts of current 
transfers to financial corporations, nonfinancial 
corporations, households, and non-profit 

institutions serving households (NPISHs). 
Meanwhile, net receipts of personal transfers 
amounted to US$6.2 billion, the bulk of which 
comprised of non-resident OF workers' 
remittances totaling US$6.1 billion.  

Capital Account. The capital account registered 

net payments of US$3 million in Q3 2018, a 

turnaround from the net receipts of US$18 
million recorded during the same quarter in 
2017. This development was due to lower 
receipts from other capital transfers to the 
National Government (NG), along with the gross 
acquisition of non-produced non-financial assets 

of US$4 million in Q3 2018 from gross disposal 
of US$3 million a year ago.  
Financial Account. The financial account 

reversed to net inflows of US$2 billion in Q3 
2018 from net outflows of US$1.3 billion in Q3 

2017. This was traced to the turnaround in both 
the other investment and portfolio investment 

accounts to net inflows from net outflows, and 
higher net inflows in the direct investment 

account. 
Direct investments recorded higher net inflows 
of US$1.3 billion during the quarter from 
US$929 million net inflows in the same quarter a 
year ago. This resulted mainly from the 37.7 

percent decline in residents' net acquisition of 
financial assets to US$935 million. All 
components of residents' direct investments 
abroad posted decreases, particularly debt 
instruments, which declined by 34.7 percent to 
US$780 million, and equity and investment fund 
shares, which dropped by 49.6 percent to 

US$155 million. Meanwhile, net inflows from 
residents' net incurrence of liabilities or foreign 
direct investments (FDI) reached US$2.2 billion, 

albeit 8.1 percent lower than the US$2.4 billion 
net inflows in Q3 2017. This was due to the 
decline in net equity capital investments to 

US$315 million from US$1 billion.  
The portfolio investment account yielded net 
inflows of US$447 million, a reversal from the 
US$605 million net outflows recorded in Q3 

2017. This was on account of the expansion in 
non-residents' portfolio investments to US$1.5 
billion (from US$114 million), which negated the 
53.1 percent increase in residents' portfolio 

investments abroad to US$1.1 billion (from 
US$718 million). The surge in non-residents' 

portfolio investments was brought about by 
the NG's net issuance of long-term debt 
securities of US$1.4 billion (from US$1.1 
billion) and short-term debt securities of 
US$45 million (from repayments of US$1.8 

billion). Meanwhile, residents' portfolio 
investments abroad expanded due to the 

increase in non-bank private corporations' net 
placements in debt securities issued by non-
residents to US$981 million from US$35 million 
during the quarter.  
The other investment account posted net inflows 
of US$262 million, a reversal from the US$1.6 
billion net outflows recorded a year ago. 

Residents' net incurrence of liabilities posted net 
inflows of US$1.8 billion (from US$820 million 

net outflows) due mainly to trade credits and 
advances extended by non-residents, which 
increased by 48.3 percent to US$1.2 billion from 
US$809 million during the quarter. Moreover, 

net availment of long-term loans by the NG from 
non-residents increased by 296.7 percent to 
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US$700 million from US$176 million in Q3 2017. 

These net inflows of other investments, 

however, were tempered by outflows from 
residents' acquisition of financial assets, which 
reached US$1.5 billion from U$795 million. 
These comprised mainly of residents' placements 
of currency and deposits abroad of US$753 
million and loans extended by local banks to 

non-residents amounting to US$739 million.  
January-September 2018 Developments  
The BOP position for the first three quarters 
of 2018 yielded a deficit of US$5.1 billion, 
higher than the US$1.4 billion deficit 

registered in the same period last year. This 
emanated mainly from the reversal of the 
current account to a deficit from a surplus in the 

previous year due to the continued widening of 

the trade-in-goods deficit. Meanwhile, the 
financial account registered net inflows, a 
turnaround from net outflows in the previous 
year. This stemmed from the other investment 
account which reversed to net inflows, together 

with the increase in net inflows of direct 
investments and the lower net outflows of 
portfolio investments during the period.  
Current Account. The current account yielded a 

deficit of US$6.5 billion (2.7 percent of GDP) 
in the first three quarters of 2018, a 
turnaround from the US$968 million surplus 
(0.4 percent of GDP) registered in the same 

period in 2017. This development was brought 

about primarily by the continued widening deficit 

in the trade-in-goods account despite the higher 
net receipts posted in the trade-in-services, 
primary and secondary income accounts.  
The trade-in-goods deficit for the first nine 
months of 2018 rose by 33.2 percent to 

US$36.9 billion as a result of the double-digit 
growth in imports of goods of 13.2 percent, 
coupled with the marginal decline in exports of 
goods of 0.9 percent. Exports of goods dropped 
modestly to US$38.8 billion in the first three 
quarters of 2018 from US$39.2 billion in the 
same period last year due mainly to the 29.8 

percent drop in exports of coconut products. 
Lower shipments of sugar, and other agro-based 
products likewise contributed to the shortfall in 

total exports goods for the first nine months of 
the year. These more than offset the expansion 
in exports of other commodity groups, 
particularly forest and mineral products. 

Meanwhile, imports of goods expanded by 13.2 
percent to US$75.7 billion from US$66.9 billion 
in the same period in 2017 attributed primarily 
to higher imports of raw materials and 
intermediate goods, as domestic economic 
activity remained robust. Imports of raw 

materials and intermediate goods grew by 21.4 
percent to reach US$28.3 billion, boosted by 
higher purchases of materials and accessories 
for the manufacture of electronic products (98.4 

percent), and increased imports of manufactured 
goods (26.1 percent). Imports of mineral fuels 
and lubricants rose by 23.4 percent to US$9.5 

billion. Imports of capital goods grew by 7.1 
percent on the back of increased purchases of 
power generating and specialized machines. 

Imports of consumer goods rose by 11.7 

percent, on account of increased purchases of 

both durable and non-durable goods during the 
period.  
Net receipts in the trade-in-services account 
aggregated US$8.4 billion, 18.2 percent higher 
than the US$7.1 billion net receipts posted last 
year. The upturn was on account largely of 

increased net receipts in manufacturing 
services; technical, trade-related and other 
business services; and telecommunications 
services, along with lower net payments in travel 
services. This positive development more than 
compensated for the higher net payments in 

government goods and services, charges for use 
of intellectual property, insurance and pension 
services, and the reversal of the personal, 

cultural, and recreational services to net 
payments from net receipts.  
The primary income account recorded net 
receipts of US$2.5 billion, higher by 12.8 

percent than the US$2.2 billion net receipts in 
the first nine months of 2018. This emanated 
mainly from the 3.5 percent increase in net 
compensation inflows amounting to US$6 billion 
from US$5.8 billion last year. Another 
contributory factor was the lower net payments 
of investment income (2.4 percent) arising from 

higher net interest receipts on other investments 
(153.4 percent) particularly on loans extended 
by corporations and banks to non-residents, as 
well as lower net payments of dividends on 

portfolio investments (14.5 percent). Interest 
receipts on reserve assets likewise increased by 

27 percent to US$877 million during the quarter.  
Net receipts in the secondary income account 
posted marginal growth in the first nine months 
of 2018 to reach US$19.4 billion. The modest 
improvement was on account largely of the 2.1 
percent increase in remittances of non-resident 
OF workers amounting to US$18.8 billion during 

the period.  
Capital Account. The capital account recorded 

net payments of US$5 million in the first three 
quarters of 2018, a reversal of the US$42 

million net receipts recorded a year ago. This 

resulted from lower receipts of other capital 
transfers to the NG and from the reversal to 
gross acquisition of non-produced non-financial 

assets of US$10 million from gross disposal of 
US$1 million a year ago.  
Financial Account. The financial account posted 

net inflows of US$4 billion, a turnaround from 
net outflows of US$615 million in the same 

period last year. This was brought about by the 
reversal of the other investment account to net 

inflows, higher net inflows of direct investments, 
and lower net outflows of portfolio investment.  
The direct investment account recorded net 
inflows of US$5 billion, a 23.2 percent expansion 
from the US$4.1 billion net inflows recorded in 

the same period last year. This resulted from the 
24.2 percent increase in FDI to US$8 billion. 

Non-residents' investments in debt instruments 
issued by their local affiliates went up by 19.6 
percent to US$5.5 billion from US$4.6 billion. 
Likewise, net equity capital investments 
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increased by 52.1 percent to US$1.9 billion from 

US$1.2 billion as placements of US$2.3 billion 

more than compensated for the withdrawals of 
US$382 million.  
Net outflows of portfolio investments dipped by 
18.7 percent to US$2.8 billion in the first three 
quarters of 2018 on account of the reversal of 
the liability side to net inflows of US$686 million 

from net outflows of US$1.9 billion in the same 
period last year. In particular, the NG recorded 
net issuances of debt securities amounting to 
US961 million during the period from net 
redemption of US$2.5 billion. On the asset side, 
net outflows rose as net placements of non-bank 

private corporations and local banks in foreign 
debt securities increased markedly by 619.3 
percent (to US$1.8 billion) and 113 percent (to 

US$1.5 billion), respectively.  
The other investment account recorded net 
inflows of US$1.8 billion in the first three 
quarters of 2018, a reversal from the US$1.3 

billion net outflows in the same period last year. 
This resulted as both the asset and liability sides 
reversed to net inflows of US$818 million and 
US$976 million, respectively. On the asset side, 
net inflows emanated from residents' withdrawal 
of their currency and deposit placements 
abroad, which totaled US$2 billion from US$107 

million in the same period in 2017. On the 
liability side, the reversal to net inflows was due 
mainly to net availments of foreign loans by 
local non-bank private corporations of US$559 

million (from net repayments of US$1.4 billion) 
and by the NG of US$913 million (from US$406 

million). The 8.1 percent growth in trade credits 
and advances extended by non-residents to 
US$1.4 billion also contributed to the net 
inflows.  
 
(C) Copyright 2018 - Central Bank of the Philippines 
 
 

Qatar 

Qatar considers selling dollar bonds for 

benchmark purposes only  

10-Dec-2018  

By Davide Barbuscia 
DOHA, Dec 10 (Reuters) - Qatar does not need 

to raise debt through international bonds next 
year because its budget forecasts an 
economic surplus, but it might issue dollar 
debt to provide a pricing benchmark to 
government-related entities that plan to sell 
bonds, a finance ministry official said. 

Qatar raised $12 billion in a jumbo bond issue in 

April, one of the largest debt placements by an 
emerging-market sovereign this year, marking a 
successful comeback to international debt 
markets despite a rift with its Gulf neighbours. 

Doha has been locked in a diplomatic dispute 
with Saudi Arabia, the United Arab Emirates, 

Egypt and Bahrain since June of last year. They 
all severed diplomatic and transport ties with 
Qatar, accusing it of supporting terrorism, a 

charge Doha denies. 

The world’s largest exporter of liquefied natural 

gas has largely overcome the economic impact 
of the boycott, also thanks to a rise in energy 
prices this year. Its finance minister reiterated 
during an international conference in Doha this 
week that the country’s national budget for 2019 
forecasts a surplus. 

Because of this, Qatar has no plan to raise debt 
finance internationally next year, Ali 
Mohamed Al Sowaidi, director of credit 
policies at the ministry of finance, told 
Reuters in an interview. 
"If we go to the market – that’s if we go, 
which is unlikely – it might be for a smaller 
amount, and that’s to give a benchmark for 
government-related entities, if they want to 
go to the market," he said. 

The cost of debt issued by government-related 
entities – which in Qatar include corporations 
like Qatar Airways and Qatar National Bank – is 
generally calculated using the government’s 
debt curve as a pricing benchmark. 
Qatar planned to raise $8 billion with its last 
international bond. But it got orders for around 

$52 billion, so it decided to increase the size of 
the issue by $4 billion, said Praveen Arumugam, 
financial consultant, credit policies and debt 
department. 
The size of next year’s potential debt sale has 
not been established and will depend on market 
conditions, he added. 

Last week, rating agency S&P revised its outlook 
on Qatar to stable from negative, citing 
macroeconomic resilience and expectations that 
Qatar will continue to mitigate the economic and 
financial fallout of the boycott. 
Qatar has $1 billion of outstanding debt due next 

year but, as of now, it plans to pay that down 
instead of refinancing it, Al Sowaidi said. 
He added that the country has no plan to issue 
dollar sukuk, or Islamic bonds. "The majority of 
sukuk investors come from this region, and since 
the blockade we don’t have support from the 
region, so we will focus on conventional bonds." 

 
(Editing by Larry King) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Qatar 2019 budget projects small 

spending boost, return to surplus  

13-Dec-2018  
• State spending to rise only 1.7 pct 
from 2018 budget 
• Revenues expected to surge 20.5 pct 
• First surplus in three years 
• Qatar won't proceed with VAT in 2019 
• Project spending to shrink slightly, 
wage spending to rise  

By Eric Knecht 

DOHA, Dec 13 (Reuters) - Qatar's state budget 

for 2019 features a small rise in government 
spending and the first surplus in three years 
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thanks to higher oil prices and a new tax, the 
finance ministry said on Thursday. 

Like other energy-exporting Gulf countries 

benefiting from higher oil prices, Qatar expects a 
substantial rise in revenues next year, despite 
an embargo imposed on Doha by neighbouring 
countries since mid-2017 in a row over security 
issues. 
But the world's biggest liquefied natural gas 

exporter is adopting a conservative approach in 
its budget. 
Spending is projected at 206.7 billion riyals 
($56.8 billion) in 2019, up only 1.7 percent from 
the budget plan in 2018. That contrasts with a 
projected 20.5 percent jump in revenue to 211.0 

billion riyals. 
As a result, the government expects to post a 

4.3 billion riyal budget surplus in 2019, swinging 
into the black after an estimated 28.1 billion 
riyal deficit this year. 
Much of the expected revenue windfall is due to 
higher energy prices; next year's budget 

assumes an average oil price of $55 a barrel, up 
from $45 in the 2018 budget. 
But Qatar is also imitating Gulf neighbours in 
boosting taxation. A tax will be imposed by the 
beginning of 2019 on some health-damaging 
goods, including a 100 percent levy on tobacco 
and energy drinks, and a 50 percent levy on 

sugary drinks. 
NO VAT NEXT YEAR 
However, the government said it would not go 
ahead with a value-added tax in 2019. Saudi 
Arabia and the United Arab Emirates 
introduced 5 percent VAT this year to reduce 
their dependence on oil revenues, but Qatar 
wants more time to assess the effects of VAT, 
a finance ministry statement said. 

Rory Fyfe, chief economist at MENA Advisors, a 
regional research firm, said it made sense for 
Qatar to delay VAT as the cost of many items 
had already increased because of the embargo 
imposed by neighbouring Gulf states. 
"It is also in Qatar's interests to keep living costs 
down and make Qatar a more attractive 

destination for expatriates. 
"We estimate that VAT would add about 2 

percent to the overall cost of living in Qatar," 
Fyfe said. "For now, the sin tax is a more 
palatable way to increase Qatar's non-
hydrocarbon revenue than VAT and is in keeping 
with its efforts to promote the health and sports 

industries in the country." 
Although the initial months of the boycott hit 
Qatar's economy hard, it mobilised some of its 
huge financial reserves to protect its banks and 
support economic growth, reducing the need for 
an expansionary budget in 2019. 

Qatar has been spending heavily in the last few 
years on infrastructure projects, including 
facilities needed to host the 2022 soccer World 

Cup. Some big items have now been completed, 
allowing projected spending on major projects 
next year to drop 3.6 percent to 89.6 billion 
riyals, the finance ministry said. 

However, the government still expects to award 
48 billion riyals of contracts next year. "These 

new projects will boost economic growth in the 

country, especially in non-oil sectors," the 

ministry said. 
 
(Writing by Andrew Torchia 
Editing by Mark Heinrich) 
(( Tuqa.Khalid@thomsonreuters.com ; 
+971521047568; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Fitch says killing of Khashoggi unlikely 

to affect Saudi rating  

12-Dec-2018  

DUBAI, Dec 12 (Reuters) - Rating agency Fitch 

said the killing of Saudi journalist Jamal 
Khashoggi at the Saudi Arabian consulate in 
Istanbul is unlikely to affect its assessment of 
the kingdom’s credit risk. 

Khashoggi, a royal insider turned critic of Saudi 
policy, was killed in the Saudi consulate in 
Istanbul on Oct. 2. He was a U.S. resident and 
columnist for The Washington Post and his death 

has provoked a political crisis in Saudi Arabia as 
well as a deterioration of its relations with 
Western allies. 
Yields on Saudi bonds have risen since early 
October and the cost of insuring Saudi debt 
against default has increased by around 30 basis 

points. 
The United States last month imposed 
economic sanctions on 17 Saudi officials for 
what it said was their role in the killing, and 
the Senate is considering a resolution 
condemning Saudi Crown Prince Mohammed 
bin Salman for the killing, a move which could 
lead to further sanctions. 

Despite this, events in Turkey “didn’t change the 
situation too much,” said Jan Friederich, head of 

sovereign ratings, Middle East and Africa at Fitch 
Ratings. 
Speaking at a conference in Dubai on 
Wednesday, he said that – barring any radical 
change – the fallout of Khashoggi’s murder is 

unlikely to have an impact on Fitch’s rating. 
Saudi Arabia has said the prince had no prior 

knowledge of the murder. After offering 
numerous contradictory explanations, Riyadh 
later said Khashoggi had been killed and his 
body dismembered when negotiations to 
persuade him to return to Saudi Arabia failed. 
The kingdom is one of the main issuers of 
foreign debt across emerging markets, having 

sold $52 billion in U.S. dollar-denominated 
bonds since it started tapping the international 
debt markets in 2016. 
Fitch last month affirmed its A+ rating of the 
country, but said political risks remained high, 
as “highlighted by Saudi Arabia's recent 

diplomatic rows with Canada and Germany, the 
international reaction to the murder of Jamal 
Khashoggi in the Kingdom's consulate in 
Istanbul and the ongoing dispute with Qatar.” 
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(Reporting by Davide Barbuscia) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

 
 

South Korea 

South Korea sets 2019 T-bond issue 

plan at net 44.5 trln won  

10-Dec-2018  
SEOUL, Dec 10 (Reuters) - South Korea plans 

to sell a net 44.5 trillion won ($39.59 billion) 
worth of treasury bonds in 2019, more than a 
net 36.7 trillion won worth planned for this 
year, finance ministry officials said on 
Monday.  

The ministry plans to sell a total of 101.6 trillion 

won worth of treasury bonds in 2019, which 
includes 57.1 trillion won worth to exchange 
existing bonds or repay maturing bonds, they 
said. 
These were included in the government's 2019 
budget, which the parliament approved on 

Saturday. 
They also said the ministry has obtained 
parliament approval for the ceiling on bonds that 
the government can sell in foreign currencies 
during 2019. The ceiling was set at $1.5 billion, 
compared with $1 billion set for this year. 

 
($1 = 1,124.0000 won) 
(Reporting by Seunggyu Lim and Hayoung Choi; 
Editing by Choonsik Yoo and Subhranshu Sahu) 
(( hayoung.choi@thomsonreuters.com ; +822 3704 
5643; Reuters Messaging: 
hayoung.choi.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

South Korea to allocate 70 pct of 

budget spending to first half  

11-Dec-2018  
SEOUL, Dec 11 (Reuters) - South Korea will 

allocate some 70 percent of next year's 
budget spending plans to the first half of the 
year to help spur the economy faced with 
sluggish employment and cooling global 
demand, the finance ministry said on Tuesday. 

The ministry said in a statement it would 
allocate 70.4 percent of next year's expenditure 

totalling 399.8 trillion won ($355.7 billion) to the 
first half, up from 68 percent allocated for the 
comparable period this year. 
Government ministries can work out their plans 
on the basis of the allocated money, and the 
actual expenditure may be smaller than that, the 
ministry said. 

Asia's fourth-largest economy is struggling with 
the worst employment growth in years and a 

sharp fall in construction and corporate 
investment at a time of slowing export growth. 
 
($1 = 1,124.0000 won) 
(Reporting by Choonsik Yoo 

Editing by Jacqueline Wong) 
(( choonsik.yoo@thomsonreuters.com ; +822 3704 
5580; Reuters Messaging: 
choonsik.yoo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

 
 

Sri Lanka 

Sri Lankan rupee ends lower as foreign 

sell-off continues  

12-Dec-2018  
COLOMBO, Dec 12 (Reuters) - ** The Sri 

Lankan rupee ended weaker on Wednesday, 
as foreign investors continued to exit from 
bonds and stocks as a lingering political crisis 
weighed on sentiment ahead of a key ruling 
by the island nation's Supreme Court. 

** The ruling, expected this week, will 

determine if the current parliament can continue 
the next year or whether an election should be 
held. The decision could help end the political 
crisis. 
** The Sri Lanka parliament on Wednesday 
passed a confidence vote to back controversially 

ousted prime minister, expecting the country's 
president to reinstate him to prevent the 
ongoing political crisis and a possible 
government shut down.  
** Foreigners sold a net 272.2 million rupees 
($1.52 million) worth of stocks on Wednesday, 

and they have been net sellers of 10.3 billion 

rupees since the political crisis began on Oct. 26. 
The bond market saw outflows of about 51.2 
billion rupees between Oct. 25 and Dec. 5, 
central bank data showed. 
** Foreign investors sold a net 17 billion 
rupees ($95.3 million) worth of government 
securities in the week ended Dec. 5, the 
highest weekly net outflow since the third 

week of February 2017. The stock market had 
net foreign outflows to the tune of 929.1 
million rupees last week. 

** The rupee ended at 179.50/60 per dollar on 
Wednesday, compared with 179.20/40 in the 
previous session.  

** Credit rating agencies Fitch and S&P 
downgraded Sri Lanka's sovereign rating last 

week, citing refinancing risks and an uncertain 
policy outlook, after President Maithripala 
Sirisena's sacking of his prime minister in 
October triggered the political crisis. 
** On Dec 5, Fitch downgraded Sri Lanka's 
financial institutions and Sri Lanka Telecom, 
citing the sovereign downgrade. 

** This year, there have been 19.7 billion 
rupees of outflows from stocks and 143.4 billion 
rupees from government securities, the latest 
data from the bourse and central bank data 
showed. 
** The rupee hit a record low of 180.85 per 

dollar on Nov. 28. It has weakened about 3.6 

percent since the political crisis began. The 
currency fell 1.8 percent in November and dived 
17 percent so far this year. 
** Moody's downgraded Sri Lanka on Nov. 20 
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for the first time since it started rating the 

country in 2010, blaming the political turmoil for 

aggravating its already problematic finances. 
** The political paralysis remains the main 
concern for investors. While Mahinda Rajapaksa 
and President Sirisena have failed to win support 
in parliament for their new government, the 
deposed prime minister Ranil Wickremesinghe's 

coalition, which claims it does have majority 
support in parliament, has not been allowed to 
try to form a government.  
** A lower court has stayed Rajapaksa and his 
cabinet functioning in their positions after they 
refused to step down despite ousted via two 

confidence votes. 
** The central bank on Nov. 14 unexpectedly 
raised its main interest rates to defend the 

rupee, which has faltered as foreign capital 
outflows pick up due to the domestic crisis as 
well as rising U.S. interest rates. 
** Five-year government bond yields have risen 

50 basis points since the political crisis unfolded 
on Oct. 26, while yields on Sri Lanka's dollar 
bonds due in 2022  have risen by more than a 
percentage point to 8.43 percent since then. 
** The Colombo stock index ended 0.15 percent 
higher at 6,035.27 on Wednesday; but has 
declined 5.2 percent so far this year. 

** Stock market turnover was 904.4 million 
rupees, more than this year's daily average of 
827.6 million rupees. 
 
($1 = 179.5000 Sri Lankan rupees) 
(Reporting by Ranga Sirilal and Shihar Aneez, Editing 
by Sherry Jacob-Phillips) 
(( 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. 
 
 

Tajikistan 

Moody's Says Changes Tajikistan's 

Rating Outlook To Negative From 

Stable  

10-Dec-2018  
Dec 10 (Reuters) - Moody's Corp: 
Moody's says changes Tajikistan's rating 
outlook to negative from stable; affirms B3 
ratings. 

Moody's says changes Tajikistan's outlook to 

negative reflects the risk that Tajikistan's fragile 
external position may weaken further. 
Moody's says foreign exchange reserves 
(excluding gold) are insufficient to cover 
Tajikistan's external debt repayments due over 
next year. 
Moody's says persistent acute weakness among 

some banks, state-owned enterprises to 
continue to pose material contingent liability 
risks to Tajikistan's government. 
Moody's says weakness among some Tajikistan 
banks & state-owned enterprises will continue to 
pose material contingent liability risks to 

government. 

Moody's says Tajikistan's rating affirmation at B3 

as hydropower generation and improving 
political relations support medium-term growth 
prospects. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

United Arab Emirates 

Emirate of Ajman plans debut 

international bond  

12-Dec-2018  
By Davide Barbuscia 

DUBAI, Dec 12 (Reuters) - Ajman, the smallest 

emirate in the seven-member UAE federation, 
plans to sell its first U.S. dollar-denominated 
bond next year, a government official told 
Reuters. 

Governments in the Gulf have increasingly relied 

on foreign funding over the past few years as 
the region's economy has slowed down following 
a slump in oil prices. 
Should it go ahead with its plans, Ajman would 
be the fifth emirate to issue debt internationally 
after Dubai, Abu Dhabi, Sharjah and Ras Al 
Khaimah. 

Ajman, which is unrated, is looking to obtain a 
credit rating and aims to issue its debut 

international bonds in the first half of next year, 
said the official. 
The government will be looking at both sukuk, 
or Islamic bonds, and conventional bonds, but 
no final decision has been taken yet on the 
size or format of the planned debt sale, he 
added. 

The UAE in October issued a law permitting the 
federal government to begin issuing sovereign 
debt. 
This will allow banks to buy government bonds 
in dirhams or foreign currencies, giving them 
highly rated assets with which they can manage 
their liquidity, while the central bank will use the 

bonds to help manage the interbank money 

market. 
Emirates will still be able to issue debt 
individually. In addition to Ajman, Abu Dhabi is 
considering a new international debt issuance 
next year, sources told Reuters last week. 

 
(Reporting by Davide Barbuscia) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Albania 

Albania’s end-Sept gross foreign debt 
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edges down 0.9% q/q  

11-Dec-2018  

TIRANA (Albania), December 11 (SeeNews) – 
Albania’s gross foreign debt totaled 8 billion 
euro ($9.2 billion) at the end of September, 
down 0.9% compared to the level recorded at 
the end of June, the country's central bank 
said on Tuesday. 

The external debt of Albania's general 

government and slightly increased in the third 
quarter, while the debt of the commercial banks, 
the central bank and the non-financial sector 
fell, according to figures released by Bank of 
Albania. 
 
($=0.8772 euro) 
Copyright 2018 SeeNews. All rights reserved. 

 
 

Bosnia 

Bosnia's Federation sells 10.2 mln euro 

of 9-mo T-bills, yield drops  

11-Dec-2018  
SARAJEVO (Bosnia and Herzegovina), December 
11 (SeeNews) – Bosnia's Federation sold out 

its entire offering of 20 million marka ($11.6 
million/10.2 million euro) worth of nine-
month Treasury bills in Tuesday's auction on 
the Sarajevo Stock Exchange, the entity's 

finance ministry said. 

The bills were sold at an average weighted price 
equal to 100.1001% of par, the Federation 
finance ministry said in a press release. The 
weighted average yield was negative 0.134%, 
down from negative 0.105% achieved at the last 
nine-month T-bill auction held in October 2018. 
The issue was heavily oversubscribed, with the 

value of received bids totalling 96 million marka. 
The T-bills will mature on September 11, 2019. 
The Federation is one of the two autonomous 
entities forming Bosnia and Herzegovina. The 
other one is the Serb Republic. 
 
(1 euro = 1.95583 marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Czech Republic 

Czech government says unfinished real 

convergence obstacle to euro entry  

12-Dec-2018  
PRAGUE, Dec 12 (Reuters) - The Czech 

Republic will likely meet all criteria set for 
joining the euro zone this year except for 
membership in the ERM-2 exchange rate 
mechanism but it is not prepared to set any 
target date for euro entry, the government 

said on Wednesday. 

"Although convergence has resumed in recent 
years, the gaps in most key indicators, the price 
and wage levels in particular, remain significant. 
Substantial differences vis-à-vis the euro area 

also persist in the structure of the Czech 

economy," the government said after an annual 

assessment by the central bank and the Finance 
Ministry. 
It added other outstanding issues were the 
sustainability of public finances given population 
ageing, as well as misalignment of business 
cycles. Another issue is ongoing changes in the 

euro zone structure that made it impossible to 
estimate future potential commitments resulting 
from membership, it said.  
The government has said it did not plan to set a 
euro entry date during its current term ending in 
2021, partly because it did not want to take on 

the cost of debt restructuring of indebted euro 
zone countries.  
 
(Reporting by Jan Lopatka) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary 

Hungary set to market Rmb2bn 3yr 

Panda bonds at 3.9%-4.5%  

13-Dec-2018  
HONG KONG, Dec 13 (IFR) - The Republic of 

Hungary has set an indicative price range of 
3.9%-4.5% for its second Panda bond 
offering, according to a filing on the Shanghai 
Clearing House. 

The book will open for the Rmb2bn (US$290m) 
three-year bonds on December 17, with 
settlement due on December 19. 
The bonds, to be issued in China's interbank 

market, will also be available to offshore 
investors through the Bond Connect link. 
The sovereign is rated AAA by China Lianhe.  
Proceeds will be remitted offshore and converted 
into euros. The issuer’s future funding might 
include certain One Belt One Road initiatives.  
Bank of China is joint lead underwriter and lead 

bookrunner on the offering, with HSBC as joint 

lead underwriter and joint bookrunner.  
Hungary registered a Rmb3bn Panda bond 
programme with the National Association of 
Financial Market Institutional Investors in June 
2017. The country made its debut in the Panda 
bond market in 2017 with an offering of Rmb1bn 

three-year notes at 4.85%.  
In March this year, Hungary returned to the yen 
market for the first time in more than 10 years 
with a ¥30bn (US$266m) three-year Samurai 
bond. 
Hungary is rated Baa3/BBB–/BBB– by global 

rating agencies. 
 
(Reporting by Carol Chan;) 
(( C.Chan@thomsonreuters.com ; +852 2912 6604; )) 
(c) Copyright Thomson Reuters 2018. 
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Lithuania 

Lithuania passes 2019 budget, no extra 

cash for striking teachers  

11-Dec-2018  
VILNIUS, Dec 11 (Reuters) - Lithuania's 

parliament approved a 2019 budget on 
Tuesday that boosts defence spending but 
does not meet demands of teachers who have 
gone on strike to demand higher wages. 

Revenues are expected to be 17.2 billion euros 
($19.6 billion) and expenditures 17.0 billion 

euros next year, including 1.9 billion euros in EU 
support. The government expects a surplus of 
1.5 billion euros by year-end. 

Lawmakers voted to raise the outlay for defence 
to up to 2.05 percent of gross domestic product 
(GDP), a finance ministry spokesperson said, 
from 2 percent of GDP planned for this year. 

The NATO member state's main political parties 
are committed to increasing defence spending 
every year for the next decade, reaching at least 
2.5 percent of GDP by 2030. U.S. President 
Donald Trump has repeatedly pushed European 
allies in NATO to pay more for collective 
defence. 

Lithuania's central bank, however, has warned 
the government it is unlikely to meet its revenue 
target and will face a "significantly worse" public 

finance balance in 2019 than the stated goal of a 
surplus of 0.4 percent of GDP. 
Prime Minister Saulius Skvernelis has refused to 

raise pay for teachers, thousands of whom have 
been on strike over wages. 
Last week Skvernelis blamed the strikes on the 
opposition Homeland Union Party, which has 
expressed support for teacher demands, for 
what he described as an attempt to topple his 
government by "stoking chaos". 

 
($1 = 0.8790 euros) 
(Reporting By Andrius Sytas; Editing by Simon 
Johnson and Mark Heinrich) 
(( Andrius.Sytas@thomsonreuters.com ; +370 682 
74006; Reuters Messaging: 
andrius.sytas.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania sells 538 mln lei of Feb. 2029 

bonds  

13-Dec-2018  
BUCHAREST, Dec 13 (Reuters) - Romania sold a 

more than planned 538 million lei ($131.32 
million) worth of Feb. 2029 treasury bonds on 

Thursday, with the average accepted yield at 
4.74 percent, central bank data showed.  

Debt managers, who had planned to sell 400 
million lei, last sold the paper in November at 
5.01 percent. On Thursday, they also sold a 
planned 600 million lei worth of one-year bills.  
So far this year, Romania has sold roughly 41.9 

billion lei and 612 million euros of domestic 

debt.  

 
($1 = 4.0970 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia 

Russia sells around half of OFZs on 

offer as central bank meeting looms  

MOSCOW, Dec 12 (Reuters) - Russia's Finance 

Ministry sold 13.59 billion roubles ($205 
million) of OFZ treasury bonds at two auctions 

on Wednesday, out of the 21.18 billion 
roubles on offer, the ministry said on 
Wednesday. 

The ministry offered 16.18 billion roubles of 
OFZs maturing in 2021 and 5 billion maturing in 
2022. 
It did not sell the full amount however, as some 
bidders sought higher premiums than the 

ministry was willing to offer. Bids totalled 40.516 
billion roubles for OFZs maturing in 2021 and 
14.123 billion roubles for papers maturing in 
2022. 
The main demand was mostly from residents, 

said Denis Davydov, economist at Nordea Bank 
in Moscow. "The finance ministry decided not 

to... give a good premium, and therefore such a 
placement happened," he said. 
Konstantin Kostrub, the head of treasury at ING 
Eurasia bank in Moscow, said the results of the 
placement can be explained by uncertainty over 
a central bank policy meeting on Friday. 
A Reuters poll showed that the probability of the 

central bank keeping rates on hold was slightly 
higher than the chances of a rate hike. 
"It seems that people were waiting for a 
premium ahead of a possible increase of the 
rate, but what the finance ministry offered to the 
market was not enough for them," Kostrub said. 

 
($1 = 66.3205 roubles) 
(Reporting by Polina Nikolskaya and Vladimir 
Abramov; Editing by Hugh Lawson) 
(( Polina.Nikolskaya@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovakia 

Slovakia to open one or two new bonds 

in 2019 to meet funding needs  

10-Dec-2018  
PRAGUE, Dec 10 (Reuters) - Slovakia's gross 

funding needs will reach 4.3 billion euros in 
2019 and the country may open one or two 
new bond lines via syndicated sale or auction, 

debt agency ARDAL said on Monday. 

ARDAL said the new bonds include a 10-20 year 
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bond in the second quarter and another with a 

short- to medium-term maturity in the spring or 

autumn. It added the expected maximum 
amount to be sold via syndicated sale was 2 
billion euros. 
The Slovak government has set out plans to 
balance the budget next year, from a deficit of 
0.6 percent of gross domestic product expected 

in 2018. 
 
(Reporting by Mirka Krufova; Editing by Jason Hovet) 
(( prague.newsroom@thomsonreuters.com ; +420 224 
190 477; Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Turkey to sell foreign currency bonds 

to individual investors  

12-Dec-2018  
ISTANBUL, Dec 12 (Reuters) - Turkey will issue 

foreign currency bonds to individual investors 
from next week, its Treasury said on 
Wednesday, a move aimed at broadening the 
government's funding and tapping into money 
that is sitting in bank accounts. 

It was not clear how this fits with President 
Tayyip Erdogan's call for Turks to convert their 
foreign currency and gold savings into lira to 

prop up the currency. Erdogan has cast the lira's 

sell-off as an attack on the economy.  
The Turkish Treasury said it would start issuing 
the euro and U.S. dollar-denominated bonds 
next week to "diversify borrowing instruments 
and to broaden the investor base". 
A currency crisis this year has seen the lira fall 
as much as 47 percent against the U.S. dollar, 

before recovering some losses. It is now down 
around 30 percent year-to-date. The crisis was 
sparked by investor concerns about the central 
bank's independence and a diplomatic rift with 
the United States. 
"In recent years, volatility has caused serious 
concerns for local investors. Investments 
have shifted to deposits. We need to mobilise 
those investors, those balance sheets," 
Finance Minister Berat Albayrak said in a 
speech in Istanbul. 

The bonds will have a maturity of one year and a 
coupon period of six months, the Treasury said, 
adding that the demand for the securities will be 
collected through intermediary banks, including 

state lender Halkbank, Is Bank, Akbank and 
others. 
Total bank deposits increased by more than 20 
percent to 2.11 trillion lira ($391.90 billion) as of 
November from the end of last year, according 
to data from the banking watchdog. 
Economists are still worried about the impact 

from the crisis on Turkish banks and the broader 
economy and Albayrak said the economy was 
entering a period where the top priority was 
development and growth. 
 

($1 = 5.3840 liras)  
(Reporting by Ceyda Caglayan and Ezgi Erkoyun; 
Additional reporting by Tuvan Gumrukcu; Editing by 
David Dolan and Alexander Smith) 
(( david.dolan@tr.com ; +90 212 350 7046; Reuters 

Messaging: 
david.dolan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

IMF to decide loan deal for Ukraine on 

Dec.18  

09-Dec-2018  
KIEV, Dec 9 (Reuters) - The International 

Monetary Fund’s executive board will consider 
its final approval of a loan deal for Ukraine on 
December 18, according a schedule of 
directors' meetings published on the Fund's 
site. 

Kiev and the IMF staff reached a preliminary 
agreement on a new $3.9 billion stand-by 
programme in October. The IMF said it would 
disburse the money after Ukraine meets its 
commitments on raising gas prices and passing 
a balanced 2019 budget.  
The new 14-month IMF deal aims to help 

Ukraine maintain financial stability and the trust 
of investors as it heads into a choppy election 
period next year. 

 
(Reporting by Natalia Zinets 
Editing by Gareth Jones) 
(( Natasha.Zinets1@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 
 

Ukraine central bank welcomes IMF 

progress after rate pause  

13-Dec-2018  
By Natalia Zinets 
KIEV, Dec 13 (Reuters) - Ukraine's central 

bank kept its key rate unchanged at 18 
percent on Thursday and said the good 
progress in loan negotiations with the 
International Monetary Fund had improved 
the inflation outlook. 

The rate pause was in line with analysts' 
expectations even though, according to a 
Reuters poll this week, they predict inflation will 
creep into double digits in November and 

December before slowing next year. It was 10 
percent in November.  
Ukraine has secured a $3.9 billion loan deal 
with the IMF to tide it across two elections in 
2019 in the shadow of rising tensions with 

Moscow. The authorities imposed martial law in 
November, citing the threat of a full-scale 
Russian invasion. 

Ukraine can expect the first tranche by 

Christmas, Governor Yakiv Smoliy told a news 
conference. The IMF executive board, which 
must sign off on the loan, meets on Dec 18. 
"We expect a tranche in the range of 1.4-1.9 
billion dollars. This is a preliminary forecast," 
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Smoliy said.  

The bank said monetary conditions were 

sufficiently tight to bring inflation down to its 
medium-term target of 5 percent by 2020, 
adding that inflation risks had weakened since 
its last rate-setting meeting.  
Risks to that target include the uncertainty 
caused by near year's elections, and the impact 

on exporters of a standoff with Russia over the 
Kerch Strait and the Azov Sea, a statement said. 
In November Russia fired on and seized three 
Ukrainian ships travelling through the Kerch 
Strait to the Azov Sea, which shares a coastline 
with both Ukraine and Russia.  

Kiev accuses Moscow of an economic blockade 
by submitting vessels travelling to its ports to 
spurious and lengthy checks. However, Deputy 

Central Bank Governor Dmitry Sologub said 
there had been no drop in foreign exchange 
earnings from the crisis.  
Smoliy told Reuters in an interview last week 

that the central bank would press on with 
inflation targeting despite the elections next 
year, and that the bank had enough forex 
reserves to intervene in the market if needed. 
The IMF and other foreign institutions have 
supported Ukraine's economy since Russia 
annexed Crimea in 2014, conditional on Kiev's 

pro-Western leadership implementing reforms 
and tackling corruption. 
IMF loan disbursements have effectively been 
frozen since April 2017 as reforms slowed down. 

 
(Writing by Matthias Williams; editing by Jon Boyle) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina issues $850 mln in treasury 

notes  

12-Dec-2018  
BUENOS AIRES, Dec 12 (Reuters) - Argentina 

sold $850 million in dollar-denominated 196-
day treasury notes on Wednesday, with an 

annual interest rate of 4.75 percent, the 
Treasury Ministry announced. 

The bonds, known as "Letes," will mature in 
June 2019. They are used to take pressure off 
the exchange rate in times of recession and high 
inflation.  
 
(Reporting by Jorge Otaolo 
writing by Cassandra Garrison 
Editing by Leslie Adler) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 

4318 0645; )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Costa Rica 

IMF Staff Concludes Visit to Costa Rica  

12-Dec-2018  
December 12, 2018  
End-of-Mission press releases include 
statements of IMF staff teams that convey 
preliminary findings after a visit to a country. 

The views expressed in this statement are those 
of the IMF staff and do not necessarily represent 
the views of the IMF's Executive Board. This 
mission will not result in a Board discussion.  
An International Monetary Fund (IMF) team led 

by Ravi Balakrishnan visited San José from 
December 4 to 11 to discuss recent economic 

developments, the fiscal reform, and the overall 
macro and financial outlook. The mission held 
fruitful discussions with Central Bank Governor 
Rodrigo Cubero, Finance Minister Rocío Aguilar, 

members of the Legislative Assembly, other 
senior government officials, and representatives 
of the financial and private sectors. At the end of 
the visit, Mr. Balakrishnan issued the following 
statement:  
'Economic growth has moderated in the second 
half of the year, with the monthly economic 

activity index (IMAE) only rising by 2.7 percent 
in 2018Q3, compared with 3.9 percent in 
2018Q2 (yoy). Consumer confidence also 

declined to its lowest level in November since 
records began in 2002. The slowdown reflects 
multiple shocks buffeting the Costa Rican 
economy, including a three-month public-sector 

strike against fiscal adjustment efforts, spillovers 
from the Nicaraguan crisis, rising global interest 
rates, and the significant uncertainty that 
surrounded the fiscal reform. Against this 

backdrop, the mission forecasts growth of 2.6 
percent in 2018. Inflation should remain at 
the lower end of the 2-4 percent target range 
as 2018 closes, although inflation 

expectations did breach the upper limit of the 
band in November given expected pass-
through of the recent colón depreciation.  

'The mission welcomes the recent passage of the 
fiscal reform bill, which constitutes a critical step 
towards restoring confidence and, if fully 
implemented, re-establishing fiscal 
sustainability. The reform not only represents 

efforts on the revenue and expenditure fronts, 
but more importantly, of expenditures controls 
in the future. In a context of further expected 
hikes in U.S. interest rates in 2019, the large 
fiscal imbalance continues to be the main risk to 
macroeconomic stability. Indeed, central 

government debt is expected to reach 53 

percent of GDP by end-2018. Given this, to 
maximize the confidence effects from the 
fiscal reform, it will be important to ensure its 
timely implementation and clearly 
communicate financing plans for 2019 and 

beyond. Additional front-loaded fiscal 
adjustment would help reduce funding needs in 
the short term and further improve debt 
dynamics. The mission welcomes the broad 
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consensus on using the OECD accession process 

as a catalyst for boosting competitiveness and 

employment.  
'The mission would like to thank the authorities 
for their warm hospitality and all stakeholders 
for the candid discussions. The team looks 
forward to returning in February 2019 to 
conduct the Article IV Consultation.'  

 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Ecuador 

Ecuador clinches $900 mln loan from 

China as Moreno visits Beijing  

12-Dec-2018  
QUITO, Dec 12 (Reuters) - Ecuador received a 

$900 million loan from China at the "lowest 
interest rate in history," President Lenin 
Moreno said on Twitter on Wednesday.  

Moreno is visiting Beijing this week to 
renegotiate the terms of the cash-strapped 
Andean country's debt with China. He added 
that Ecuador had also received a $69.3 million 
loan at a 2 percent interest rate for 
"reconstruction" and $30 million in "non-
refundable" assistance.  
China became the largest financier of the 
small OPEC nation in the past decade through 
loans, investment in infrastructure projects 
and advances on crude oil purchases. 
Ecuador's debt to Beijing totals $6.5 billion, 
according to Ecuador's Economy Ministry. 

But lower oil prices have complicated Ecuador's 
ability to service its debts. Moreno has sought to 
reduce the country's fiscal deficit since taking 

office in 2017, and has not ruled out a deal with 
the International Monetary Fund for additional 
financing.  
 
(Reporting by Alexandra Valencia 
Writing by Luc Cohen 
Editing by Chizu Nomiyama and Phil Berlowitz) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018.  
 
 

Moody's Changes Ecuador's Rating 

Outlook To Negative From Stable  

12-Dec-2018  
Dec 12 (Reuters) - Moody's Investors Service: 

Moody's changes Ecuador's rating outlook to 

negative from stable; affirms B3 ratings. 

Moody's says change in Ecuador's outlook 
reflects risk that government liquidity position 
may remain constrained ahead of debt 

repayments in coming years. 
Moody's says Ecuador's current policy response 
likely to be insufficient to improve investor 

sentiment amid large fiscal imbalances, low 
forex reserves. 
Moody's says Ecuador's market access to remain 

challenged due to internal and external factors 

that have contributed to negative investor 

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

El Salvador 

S&P Says El Salvador 'CCC+' Long-

Term Rating Affirmed; Outlook 

Remains Positive  

14-Dec-2018  
Dec 13 (Reuters) -  
S&p says El Salvador 'CCC+' long-term rating 
affirmed; outlook remains positive. 

S&p-El Salvador's positive outlook reflects 
expectation of ongoing negotiations likely to 
result in political agreement that secures 2019 
debt repayment. 

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

Mexico 

Mexico flags 'delicate' Pemex finances, 

plans tight budget  

12-Dec-2018  
Recasts with details on Pemex from deputy 
finance minister 
By Michael O'Boyle and Dave Graham 

MEXICO CITY, Dec 12 (Reuters) - Mexico's 

government on Wednesday flagged state oil 
giant Pemex's 'delicate' finances as it 
prepared to present the 2019 budget, seeking 
to reassure markets by saying that the 
company should not be saddled with more 
debt to fund upcoming projects.  

Plans by new leftist president Andres Manuel 
Lopez Obrador for a refinery in southern Mexico 

have fanned investor concerns about potential 

new burdens on Pemex, which is weighed down 
with some $106 billion in financial debt. 
Addressing lawmakers in a congressional 
hearing, deputy finance minister Arturo Herrera 
acknowledged concerns that Pemex risks a 
credit rating downgrade and said the company 

would need to be looked after very carefully. 
"There isn't much room to maneuver. What puts 
the Pemex rating in risk aren't the projects that 
have been announced," he said. "What puts (it) 
at risk is the financial situation." 
If the government wanted to push projects in 

Pemex that went beyond its financial means, it 
would need to find new capital, Herrera said. "It 
can't be via taking on more debt." 
Lopez Obrador has not detailed how upcoming 
projects would be financed, but said 
government spending on Pemex would 
increase by around $3.7 billion in the next 
budget. Savings made elsewhere would pay 
for oil sector plans, he says.  
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Earlier, Finance Minister Carlos Urzua told 

lawmakers in the lower house of Congress that 

he was targeting a primary budget surplus, 
which excludes interest payments on past debt, 
of around 1 percent of gross domestic product 
(GDP) for 2019. 
The government is due to present the budget on 
Saturday. 

Urzua said it was vital Mexico retained the 
confidence of financial markets and international 
investors. 
"I think it will be a great signal for the country 
and for the world," Urzua said of the planned 
primary surplus. 

"We're a completely open economy, for better or 
worse, we have to pay attention to how the rest 
of the world perceives us, especially in the 

financial sector," he added. 
Lopez Obrador, who took office on Dec. 1, has 
pledged to increase pensions and cut taxes 
along the northern border. 

That has set a considerable challenge for Urzua, 
and markets are following the budget 
discussions closely. 
The previous administration targeted a 2018 
primary budget surplus of 0.4 percent of GDP, 
the first such surplus in a decade. 

Markets have been skeptical of the Lopez 
Obrador administration since the former Mexico 

City mayor said on Oct. 29 he would cancel a 
partly built $13 billion airport for the capital, 
arguing the project was tainted by corruption. 

That led to a dispute with investors holding 
some of the $6 billion in bonds issued to finance 
the hub's construction. The government last 
week offered to buy back $1.8 billion of the 

debt, before sweetening its offer on Tuesday. 
Urzua said that what he called a restructuring of 
the airport debt would not have any negative 
impact on the budget. Nevertheless, he said 
Mexico needed to respect foreign investment, as 
well as attract it to fuel stronger growth. 

 
(Reporting by Michael O'Boyle; Additional reproting 
and writing by Dave Graham 
Editing by Frank Jack Daniel and Sonya Hepinstall) 
(( dave.graham@thomsonreuters.com ; +52-1-55-
5282-7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Mexico's new budget: fiscal miracle or 

a December disaster?  

13-Dec-2018  
By Michael O'Boyle 
MEXICO CITY, Dec 13 (Reuters) - Nervous bond 

holders will pore over Mexico's budget like 
never before this weekend to see if leftist 
President Andres Manuel Lopez Obrador can 
pull off higher social spending, tax cuts and 
pricey oil ventures without increasing debt. 

On Saturday, Lopez Obrador submits his 2019 
budget to lawmakers, with markets on 
tenterhooks to see how he will marry his 
commitment to fiscal discipline to a long list of 
campaign pledges. 

If he fails to convince the market he has a 

savings plan to fund welfare programs and new 

infrastructure, it could deepen a run on Mexican 
assets, and put Mexico on course for ratings 
downgrades as early as next year, investors and 
analysts said. 
"We are at a crossroads here where delivery is 
going to be as important as the numbers 

themselves," said Andrew Stanners, an 
emerging markets fund manager at Aberdeen 
Standard. 
"The budget is going to be super scrutinized. 
If it is not credible, then you have the 
international community that can wobble on 
its commitment to Mexico." 
The government must show it is ready to rein 
in spending if its saving plans do not pan out 

as expected, Stanners added. 

During the last two decades, global markets 
have warmed to Mexico's U.S.-trained 
technocrats, who backed orthodox policies and 
drew in a tide of investment to build up one of 
the world's most liquid local-currency bond 
markets. 

But Lopez Obrador has promised a radical break 
from that era, which he has described as "neo-
liberal" and which he blames for widespread 
corruption. 
Finance Minister Carlos Urzua has promised a 
budget with a primary surplus of about 1 
percent, excluding debt payments, while his 

deputy, Arturo Herrera, has said the government 

will use conservative economic estimates to 
realize its plan. 
The big question is how they will achieve enough 
savings to fund plans to boost spending on 
youth unemployment and the elderly, plus major 

building projects that include a new oil refinery 
and two rail lines in southern Mexico. Lopez 
Obrador this week hinted that roll-out of the 
programs could be gradual.  
His team has sought to court wary international 
investors. However, debt yields have spiked 
since late October after he used a straw poll to 

justify scrapping a partly-built $13 billion 
airport. 
As the peso tanked following the decision, Lopez 

Obrador declared that democracy, not markets, 
governed Mexico. 
BELIEVING THE NUMBERS 
Backed by the first outright majority in 

Congress in two decades, Lopez Obrador is 
better placed to make bolder cuts in 
discretionary spending than his predecessors.  

"You need these strong-arm presidents to make 
the tough decisions like this," said Aaron Gifford, 
an emerging markets analyst at T. Rowe Price, 
calling the president a "fanatic" on cost-cutting. 
Lopez Obrador won office promising to root out 

graft, claiming he could save billions of dollars. 
But analysts warn he could worry investors if the 
budget projects significant gains from such 

measures. 
Already, public sector pay cuts he has ordered 
have been temporarily frozen by the Supreme 
Court, raising questions about his room for 

maneuver. 
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Questions also remain over the cost of his plan 

to lower value-added tax and income tax along 

Mexico's northern border, which he hopes will 
stem migration into the United States. Private 
sector analysts calculate those tax cuts could 
cost around 120 billion pesos ($6 billion). 
If the administration's estimated gains in tax 
revenue outstrip growth estimates, the market 

and rating agencies could see them as 
unrealistic and react negatively. 
On Thursday, Lopez Obrador said several arms 
of government would receive higher spending, 
such as the military, which is battling a record 
surge in violence. 

Aside from pay reductions, he has not flagged 
where the cuts will come. That will require close 
scrutiny of the budget. 

"I don't think the market is going to completely 
believe the fiscal responsibility of the Lopez 
Obrador administration until they see the 
execution," said Ernesto Revilla, head of Latin 

America economics at Citigroup. "Nobody is 
going to take their eyes off of Mexico, even if 
the budget looks good." 
 
(Reporting by Michael O'Boyle, Editing by Rosalba 
O'Brien) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Puerto Rico 

Center on Budget and Policy Priorities - 

Puerto Rico on Verge of Implementing 

an EITC   

10-Dec-2018  
With Puerto Rico's governor signing a major 
tax package into law today, the 
Commonwealth is slated to implement a local 

Earned Income Tax Credit (EITC) in 2019. The 
EITC is a proven and much-needed tool that 
should help the Commonwealth combat high 

levels of poverty (especially child poverty), 

unemployment, and chronically low labor-force 
participation - the share of the population that's 
working or looking for work.  
Puerto Rico faces massive economic 
challenges that include over a decade of 
economic decline, an unsustainable debt 
burden, and the devastating effects of 

Hurricanes María and Irma. The EITC enjoys 
broad bipartisan support, as an integral part of 
Puerto Rico's recovery and rebuilding, from not 
only the governor and legislature but also the 
federal Financial Oversight and Management 
Board, which has overseen Puerto Rico's fiscal 
and bankruptcy matters since 2016 and must 

approve the tax package.  
If, as expected, the board certifies that the tax 
package is consistent with the Commonwealth's 
approved fiscal plan, the EITC will take effect in 
January 2019. (The board has concerns about 
the tax package that do not relate to the EITC.) 

Once the EITC is in place, Puerto Rico will join 

the District of Columbia and 29 states that have 

successfully implemented their own EITCs.  
Puerto Rico estimates that its EITC will cost 
$204 million a year and provide a maximum 
credit of between $300 and $2,000, depending 
on family size and configuration. Similar to the 
federal EITC, the size of the credit will depend 

on a filer's marital status and number of 
dependent children (see table and chart below). 
For instance, a single mother with two children 
can receive a credit equal to 10 percent of her 
earnings up to $15,000, for a maximum credit of 
$1,500. Once her earnings exceed $16,000, the 

amount of the credit begins to shrink, ultimately 
phasing out when her earnings reach $28,500, 
as the table and chart below show. Any Puerto 

Rico resident can calculate his or her potential 
EITC benefits with this Puerto Rico. 
Puerto Rico had an EITC from 2007 to 2013, but 
policymakers ended it in 2014 amidst the 

government's deepening fiscal crisis. Its new 
EITC, however, is substantially better designed 
than the old one, the benefits of which were not 
adjusted by marital status or the number of 
dependent children. The new one will help the 
government better target resources to boost 
incentives for labor-force participation, reduce 

child poverty, and provide needed support to 
working families, according to a study by 
Espacios Abiertos, a policy research organization 
in Puerto Rico.  

Despite offering larger benefits than the 
previous one, Puerto Rico's new EITC remains 

quite modest, given the Commonwealth's 
serious challenges - which include a labor-force 
participation rate of 40 percent and a child 
poverty rate of 56 percent (versus mainland 
U.S. averages of 63 percent and 21 percent, 
respectively).  
Further, Puerto Rico's working families will 

receive a much smaller EITC than similar 
families on the mainland. Households on the 
mainland receive the federal EITC in addition to 
any local EITC, but Puerto Rico residents are 
ineligible for the federal EITC because they don't 

pay federal income taxes - although they do pay 
federal payroll taxes, which the federal EITC is 

partially designed to offset.  
States have piggybacked on the federal EITC by 
creating their own state EITCs to the benefit of 
millions of low- or modest-wage families. Puerto 
Rico deserves credit for pursuing its own EITC, 
which will help the Commonwealth tackle high 

poverty and low labor-force participation. While 
its upcoming EITC is a step in the right direction, 
federal policymakers should consider bolstering 
funding for it to magnify its positive effects on 
the island, its economy, and its hard-pressed 
residents.  
 
(C) Copyright 2018 - Center on Budget and Policy 
Priorities 
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Uruguay 

IMF - Uruguay: Staff Concluding 

Statement of the 2018 Article IV 

Mission  

12-Dec-2018  
December 12, 2018  
A Concluding Statement describes the 
preliminary findings of IMF staff at the end of 
an official staff visit (or 'mission'), in most 

cases to a member country. Missions are 

undertaken as part of regular (usually annual) 
consultations under Article IV of the IMF's 
Articles of Agreement, in the context of a 
request to use IMF resources (borrow from the 

IMF), as part of discussions of staff monitored 
programs, or as part of other staff monitoring of 
economic developments.  

The authorities have consented to the 
publication of this statement. The views 
expressed in this statement are those of the IMF 
staff and do not necessarily represent the views 
of the IMF's Executive Board. Based on the 
preliminary findings of this mission, staff will 

prepare a report that, subject to management 
approval, will be presented to the IMF Executive 
Board for discussion and decision.  
1. Uruguay's economy remains resilient, 
reflecting its strong institutions, prudent 

policies, and large buffers. In a deteriorating 
external environment, Uruguay has successfully 
differentiated itself from its neighbors, thanks to 

progress in export market diversification, a 
prudent and coordinated public-sector asset-
liability management, pre-financing of sizeable 
external financing needs, lower banking sector 
vulnerabilities, and ample reserves. As a result, 
public sector borrowing costs have remained 

subdued despite significant depreciation 
pressures, and although growth has slowed, it 
remains positive.  
2. Maintaining its resilience and differentiated 
status is a priority in the more turbulent 

regional and global context. Uruguay is well 

positioned to weather the worsening external 
environment. Nevertheless, maintaining its 

resilience will hinge on the credibility of 
economic policies. This calls for actions to 
strengthen the fiscal and monetary anchors by 
putting debt on a firm downward trajectory and 
reducing inflation to within the target band. Over 
the medium term, the authorities should use 
Uruguay's institutional advantages to improve 

the fiscal and monetary policy frameworks and 
implement further structural reforms to support 
growth, and as well as safeguard the social gains 
of the past decade. Policies should be targeted 
to improve low investment, address declining 
employment, and strengthen educational 

outcomes.  
Recent Developments  
3. After a strong 2017, growth has moderated. 
Economic activity grew by 2.4 percent in the 
first half of the year, after expanding by 2.7 

percent in 2017.While consumption has 

continued to support domestic demand, private 

investment has remained sluggish. On the 
production side, manufacturing activity has 
remained weak, excluding the impact of the 
reopening of the oil refinery. Furthermore, a 
severe drought in the first quarter led to lower 
yields of summer crops (particularly soybeans). 

Labor market outcomes are weak, with 
unemployment fluctuating between 8 and 9 
percent.  
4. Inflation has risen above the target 
range, partly reflecting temporary factors. 
In 2017, inflation fell to 6.6 percent, ending up 

within the central bank's 3-to-7-percent target 
range for the first time since 2010, due to earlier 
monetary policy tightening and peso 

appreciation. However, it has exceeded the 
target since May 2018 and currently stands at 8 
percent reflecting the impact of drought, peso 
depreciation, and higher fuel prices. Despite the 

reduction in monetary indicative references (in 
July and October), staff estimates that monetary 
conditions are not yet sufficiently tight, given 
that real short and medium-term rates remain 
lower than the guidance offered by Taylor rules 
and neutral rates (while they can increase 
further as monetary policy works through its 

lags). At the same time, medium-term inflation 
expectations are somewhat above the target 
range.  
5. Fiscal deficit reduction has stalled, and the 
time to reach the target of 2.5 percent of GDP 

has been extended to 2020. In 2017, the 
overall fiscal deficit (which includes the central 

bank interest payments) was 3.5 percent of 
GDP, an improvement of 0.3 percentage points 
relative to 2016. The current budget envisages a 
deficit of 3.3 percent of GDP in 2018 (up from a 
previous objective of 2.9 percent of GDP) and 
2.8 percent of GDP in 2019 (up from 2.5 percent 
of GDP). This relaxation is an appropriate 

counter-cyclical measure, and if these objectives 
and the new 2020 target were met, public debt 
would decline gradually. Although, the 12-month 
rolling fiscal deficit stood at 2.9 percent of GDP, 

excluding the effects of transactions related to 
cincuentones, it amounted to 3.8 percent of GDP 
in October, suggesting that attainment of the 

2018 objective, which does not include these 
transactions, is difficult.  
6. The current account has weakened but 

remains in surplus. The current account has 
posted surpluses since 2016-although recent 
revisions reduced them-reflecting the record 
tourism inflows from Argentina, a slowdown in 

imports associated with weak investment, and a 
lower oil import bill. The surplus shrunk in the 
second quarter of 2018 (to 0.2 percent of GDP 
from 0.7 percent of GDP in 2017) because of 
higher oil prices, lower exports to neighboring 

countries facing difficulties (tourism to Argentina 

and goods to Brazil), lower agricultural exports 
due to the drought, and negative investment 
income.  
7. Capital inflows, also affected by the 
inclusion of the merchanting activities, have 
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been volatile. More recently, the high-frequency 

data point to portfolio outflows as seen in many 

emerging markets. The authorities ably took 
advantage of favorable financing conditions 
through mid-2018 by issuing bonds in global 
markets at long maturities.  
8. The peso has depreciated by about 14 
percent since April, and official foreign 

exchange reserves have declined. In response 

to depreciation pressures, the central bank 
started to intervene in August. Overall, gross 
reserves declined from $17.9 billion to $15.5 
billion, but at 26 percent of GDP they remain 
substantially above prudential norms. About 
$0.5 billion of this decline reflects repurchases of 

central bank paper to accommodate a portfolio 
reallocation by pension funds, in response to 

non-resident capital outflows, to avoid undue 
exchange rate volatility.  
Outlook and Risks  
9. Uruguay's economy has been decoupling 

from regional trends. Uruguay's business cycle 

is less correlated with Argentina than in the 
past, with smaller direct financial sector linkages 
and China rising as a key trading partner. 
Nevertheless, both Argentina and Brazil remain 
important counterparts, and bilateral trade flows 
are sensitive to exchange rate movements.  
10. The near-term outlook has worsened but 
remains stable relative to its neighbors. 
Growth is expected to moderate further to 2.1 
percent in 2018 and 1.9 percent in 2019. This 

reflects (i) a slowdown in consumption in the 
second half of 2018 due peso depreciation 
against the U.S. dollar, and to declining 
confidence and real wages; and (ii) a decline in 
tourism revenue and goods exports in the first 

half of 2019-due to the expected contraction in 
Argentina and to the appreciation of the 
currency against its regional partners. At the 
same time, the expected rebound of agriculture 
from this year's drought will support growth. 
Further, private investment, after contracting for 

four years in a row, is expected to gradually 
recover. In subsequent years, the economy is 
expected to grow slightly above potential, 
gradually closing the output gap. The current 

account is expected to register a small deficit in 
2018 (-0.2 percent of GDP). Staff assesses that 
the external position is broadly consistent with 

fundamentals, with the current account balance 
slightly exceeding its norm in 2018.  
11. In 2019, inflation is expected to moderate 
but, at 7.5 percent, remain above the central 
bank's ceiling of the target range, established 
by the Macroeconomic Policy Coordination 

Committee. As the pass-through of the 
depreciation and the impact of the drought wear 

off, the recent monetary tightening works 
through its lags, and the output gap widens, 
inflation is expected to gradually decline. Many 

of the of the ongoing multi-year wage 
negotiations are closing in line with the 
guidelines -which continue to eschew indexation 
and will put nominal wage increases on a 

declining path-, thereby anchoring nontradable 
prices and tempering inflation inertia. However, 

with medium-term inflation expectations above 

target, inflation is projected to stay at 7 percent 

beyond 2019, the upper limit of the central 
bank's target range.  
12. There are both sizeable downside and 
upside risks to the outlook, given the more 
difficult external environment and large 

infrastructure projects. An abrupt tightening in 
global financial conditions, caused by a sharp 

increase in international risk premia coupled 
with a further strengthening of the U.S. dollar, 
could have negative repercussions for Uruguay's 
economy. A further slowdown in trading partners 
could also worsen the growth outlook. At the 
same time, prudent macroeconomic policies and 
strong institutions have improved Uruguay's 

ability to withstand regional shocks and plans for 

the construction of a large cellulose plant, an 
associated railway system, and other 
infrastructure projects are a major upside risk. 
Over the medium-term, low investment and 
declining employment, if not reversed, could 

lower potential growth.  
POLICY RECOMMENDATIONS  
A. Maintaining Fiscal Sustainability  
13. Excluding the impact of the transfers 
related to cincuentones, the authorities' 
overall fiscal deficit target of 2.5% of GDP is 
difficult to reach by 2020 without additional 

measures. [1] Staff projects an overall fiscal 
deficit (without the cincuentones transfers) of 

3.7 percent of GDP in 2018. In 2019 and 2020, 

the fiscal deficit is projected to decline by 0.2 
percentage points per year due to a reduction in 
sterilization costs and lower current 
expenditures in line with the results of the 
ongoing wage negotiations. Thereafter, the 
overall fiscal deficit (without cincuentones) is 

projected to remain at 3.3 percent of GDP in the 
absence of additional measures.  
14. Transactions related to cincuentones will 
improve the fiscal deficit in the near term but 
are estimated to weaken the government 

balance sheet after 5 years. In October 2018, 
the public pension system received a transfer of 
about 1 percent of GDP in the context of a law 

introducing changes to the pension system. 

These funds are recorded as revenue, consistent 
with IMF methodology, and thus lower the fiscal 
deficit. Moreover, this will also lower the stock of 
public debt but not significantly alter the public 
financing needs, as the additional revenues were 
placed in a trust fund ring-fenced for 6 years. 

Transfers will continue over the next three 
years, leading to further reductions in the fiscal 
deficit. These transactions were transparently 
recorded and communicated by the authorities 
in the relevant sections of fiscal accounts, and 
the authorities are presently calculating the 

resulting changes in the expected pension 
contributions and expenditures. Authorities 
estimate that after 5 years this operation will 

weaken the government's balance sheet since 
the additional pension liabilities will exceed the 
additional revenues and that the burden on the 
public pension system from this operation will be 

about 4 percent of GDP (in net present value 
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terms over the next 30 years).  
15. While next year's gross financing needs 
are manageable, Uruguay should remain 
vigilant in the context of increasing global 

financial market volatility. Under the baseline 
scenario, debt of the non-financial public sector 
is projected to reach 54 percent of GDP in 2018 
and to stabilize at 53 percent thereafter. [2] 
Large financing needs for 2019 are expected be 

to comfortably met in the context of coordinated 
public-sector asset-liability management, stable 
local currency funding from domestic 
institutional base (particularly after this year's 
introduction of wage-indexed bonds), the 
authorities' pre-financing policy, and sufficient 
buffers (in the form of nonfinancial-public-sector 

liquid assets and contingent credit lines). The 

debt level are below the relevant benchmarks 
but remain elevated. Uruguay's sovereign risk 
spreads were not affected by the recent 
exchange rate volatility episodes, but the fiscal 
position has worsened since then and, 

historically, Uruguay has been sensitive to 
tightening global market conditions. In addition, 
despite recent improvements, the share of debt 
in foreign currency held by non-residents 
remains relatively high, leaving debt vulnerable 
to exchange rate pressures. As a result, 
Uruguay's fiscal space-the room for discretionary 

fiscal policy without endangering the debt 
sustainability-is at risk.  
16. To maintain credibility and contain fiscal 
risks, it would be prudent to introduce 
measures to put public debt on a firm 

downward path. Delivering on the budgetary 
targets would reduce debt of the non-financial 
public sector to 49 percent of GDP in 5 years 

and would lower it to the average level of 2012-
14 (about 44 percent of GDP) in 10 years. 
However, this would require 0.8 percentage 
points of GDP in measures until 2020 (a total 
adjustment of 1.2 percent of GDP) during a 
period of an economic slowdown and elections, 
which could be hard to achieve. In this context, 

the authorities should introduce measures of 0.3 
percent of GDP in 2019 (amounting to a 0.5 
percent-of-GDP of total adjustment in 2019), 

which would help put debt on a downward path, 
thereby reinforcing commitment to fiscal 
sustainability.  

17. Fiscal adjustment could come from 
reducing the elevated level of current 
expenditures. This would allow to contain the 
impact of fiscal adjustment on growth. In 
addition, the utility tariffs should be adjusted in 
line with the cost structure and investment 
needs of public enterprises. In the medium 

term, further improvements in the efficiency of 
social spending will also be required to create 
space for the needed increase in capital 
spending.  
18. Looking ahead, introducing a medium-
term fiscal framework supported by a binding 
fiscal rule would help engrain fiscal anchor 

and sustainability. Under the current approach 

each government outlines budgetary priorities 
for the duration of its five-year term, leading to 

a lack of continuity and attendant uncertainty 

towards the end of the period. A medium-term 

fiscal framework would help strengthen multi-
year fiscal discipline and achieve policy 
objectives with a more efficient use of limited 
resources. Even though the existing fiscal rule 
limits the annual increase in net debt, it has not 
been binding due to the use of escape clauses. 

An enhanced fiscal rule could include further 
safeguards that limit the use of escape clauses, 
be anchored on a medium-term debt objective, 
and focus on the nonfinancial public sector to 
avoid volatility associated with the liquidity 
management operations of the central bank.  
19. Other medium-term fiscal priorities 
include addressing growing pension spending 
and maintaining the financial health of public 

enterprises. First, pension spending is high by 
regional standards, reflecting both an aging 
society, the welcome almost universal coverage, 
and constitutionally mandated wage indexation. 
Reforms are needed to provide adequate 

pensions and maintain coverage for future 
generations, while ensuring the sustainability of 
the system. Reforms should be based on a 
comprehensive review of the entire pension 
system, supported by an informed social 
dialogue. Early action will help smooth the 
transition to a revised system and reduce costs 

compared to a delayed response when aging 
pressures become more acute. Second, 
continued improvements in the management 

and profitability of public enterprises-an 
important component of the economy-are 
essential to strengthening the country's fiscal 
position. In this context, ongoing efforts to 

enhance the governance structure, risk-
management practices, and the monitoring of 
their performance in a more consolidated 
manner are welcome.  
B. Lowering Inflation  
20. Bringing inflation close to the middle of 
the central bank's 3-to-7 percent target range 

is important to anchor expectations. With 
medium-term inflation expectations above the 
target range, a further depreciation of the peso 
in the presence of remaining widespread 

indexation could render convergence to the 
target range more difficult. In this context, to 
anchor inflation expectations to the middle of 

the target range, monetary indicative references 
should be further tightened such that the short 
and medium-term real rates increase further to 
within the range of staff's estimated neutral 
rates.  
21. In a longer-term perspective, the central 
bank is encouraged to further strengthen its 

monetary policy framework. Conducting 
monetary policy is challenging in the presence of 
a high dollarization, low credit-to-GDP ratios, 
and remaining wage indexation. Short-term 

interest rates remain volatile (due to movements 
in money demand), inflation expectations track 
actual inflation, and, in the past, inflation has 

persistently remained above the target range. In 
this context, further improvements could focus 
on strategies, instruments, and communication 

mailto:Publicdebtnet.dt@tesoro.it
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practices to enhance the commitment to achieve 

targets, thereby better anchoring inflation 

expectations. Ongoing discussions at the central 
bank on further enhancing communication 
strategies and reducing dollarization could be 
part of a review.  
22. The exchange rate should remain the key 

shock absorber. Given global trends of dollar 

appreciation and weaker capital flows to 
emerging markets, the peso should continue to 
adjust in line with fundamentals. Interventions 
should be reserved for addressing disorderly 
market conditions, and reserve buffers should be 
kept above or in line with prudential norms.  
C. Maintaining Financial Sector Stability and 

Enhancing Intermediation  
23. The financial sector has fared well, but 
authorities should continue monitoring the 

quality of banks' assets closely. Despite the 
regional turmoil, the financial sector has 
remained resilient, reflecting limited linkages to 
Argentina and enhanced supervision since the 

2002 crisis. With the improvements in regulatory 
capital to risk-weighted assets ratio and bank 
profits, the banking sector has comfortable 
buffers. Given exchange rate volatility, 
supervision should continue to closely monitor 
banks' exposures. In addition, the share of 
nonperforming loans has increased somewhat, 

and, while still manageable, needs to be 
monitored. In this regard, the recent adoption of 
the regulations on net stable funding ratio-

requiring that the liquidity profiles of banks' 
assets and liabilities be aligned-is welcome.  
24. The authorities are trying to boost 
financial inclusion, including by leveraging 
advances in financial sector technology 

(Fintech). Extensive dollarization and market 
segmentation limit bank credit and make it 
expensive, especially in the peso market. To 
improve financial inclusion, the authorities have 
been implementing measures that aim at 
promoting electronic transactions and 
competition in the banking sector (under the 

2014 Financial Inclusion Law). Even though 
peer-to-peer lending remains small, the 
authorities have introduced regulation in this 

area aimed at protecting consumers and 
guarding against money laundering. More 
broadly, the authorities' efforts to improve 

financial inclusion and intermediation, while 
limiting risks-including a successful e-peso pilot-
are welcome.  
D. Enhancing Inclusive Growth and 
Competitiveness  
25. Building on Uruguay's institutional 
strength, reaching the goal of continued 
income convergence to advanced economy 

levels needs further action. Uruguay has been 
one of the most stable countries in the region, 
with low income inequality and poverty. 

However, facing low investment and declining 
employment, there is consensus across the 
political spectrum that further efforts are needed 
to ensure continued income convergence. These 

could include creating fiscal space to close 
infrastructure gaps, improving financial 

intermediation and the business environment to 

support private investment, and reforming the 

education sector to enhance human capital. 
These policies will also help further enhance 
Uruguay's competitiveness. Uruguay has 
successfully diversified its export products and 
destinations (mainly towards commodity-based 
sectors and China) and raised its global market 

share in many products. However, some 
manufacturing sectors lost market share and are 
sensitive to exchange rate movements. 
Therefore, continued efforts are needed to 
improve competitiveness, to further diversify 
export products (including towards non-

commodity sectors to limit exposure to 
commodity price swings and supply shocks), and 
to improve market access through multilateral 

and bilateral free trade agreements.  
The mission thanks the authorities for the warm 
hospitality, the open discussions, and the quality 
of the engagement.  

[1] Overall fiscal balance includes the central 
bank interest payments.  
[2] This incorporates impact of the cincuentones 
transactions, which will reduce the debt for the 
next four years (as transferred assets are mostly 
government debt) but increase it thereafter. In 
addition, the IMF and the authorities use 

different methodologies to calculate debt-to-GDP 
ratios. The IMF uses local currency for both GDP 
and debt (the latter converted to pesos at end-
period exchange rate), while the authorities use 

the GDP in U.S. dollars (converted at average 
exchange rate) and the stock of debt in U.S. 

dollars. The authorities project the non-financial 
public-sector debt at 51 percent of GDP in 2018.  
 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 

AFRICA 
 

Angola 

IMF approves $3.7 bln credit facility for 

Angola  

08-Dec-2018  

JOHANNESBURG, Dec 8 (Reuters) - The 

International Monetary Fund said its board 
had approved a $3.7 billion credit facility for 
Angola to support economic reforms and 
would immediately disburse around $990 
million. 

Angola said in August it had sought financial 
support from the IMF due to weaker-than-

expected economic growth. 
Africa's second-largest oil producer has been 
hurt by lower global oil prices, which have 
caused a dollar liquidity squeeze and 

discouraged many foreign companies from 
investing. 
The three-year credit facility "will help Angola 

restore external and fiscal sustainability and lay 
the foundations for sustainable, private-sector-
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led economic diversification," the IMF said in a 

statement. 

The IMF expects Angola's economy to grow 2.2 
percent this year, well below the original 
government forecast of 4.9 percent. 
President João Lourenço, who took over last 
September after 38 years of rule by José 
Eduardo dos Santos, has said he wants to revive 

the economy by opening up to foreign 
investment and diversifying away from oil, which 
accounts for more than 90 percent of exports. 
 
(Reporting by Alexander Winning 
Editing by Edmund Blair) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

World Bank shifts focus to Egypt's 

private sector with $1bln loan  

09-Dec-2018  
• Second phase of support follows 
macro reforms 
• Focus on jobs, digital technology 
• No further commitments with Egypt 
for now 

By Aidan Lewis 

SHARM EL-SHEIKH, Egypt, Dec 9 (Reuters) - 
The World Bank is pushing to prise open more 

space for Egypt's private sector with $1 billion 
in new funding, part of a second phase of 
support that follows two years of painful 
economic reforms, the bank's regional vice-
president said. 
The funding, signed on Sunday, comes on top of 
$3.15 billion of World Bank budget support 
provided since 2015 as Egypt floated its 
exchange rate and cut subsidies, triggering 

steep inflation that has since eased.  
"This is an economy that is now standing on its 
two feet after a few years of heavy, extremely 
daring economic reforms," Ferid Belhaj, World 

Bank vice-president for the Middle East and 
North Africa told Reuters in an interview on the 
sidelines of an Africa business forum in the 

Egyptian resort of Sharm el-Sheikh. 
"The economy's standing, now it needs to walk, 
and we believe that the private sector is really 
the driver." 
Egypt's macro-economic indicators have 
improved since the country began 
implementing a reform programme drawn up 
with the International Monetary Fund (IMF) in 

2016, but the economy remains fragile.  

The reforms have strained ordinary Egyptians, 
tens of millions of whom live under the poverty 
line. An estimated 700,000 people join the 

labour market each year - one of the challenges 
the World Bank support is meant to address. 
"We have engaged with what one can call a 

second generation of reforms that would really 
push the private sector, deconstrain the private 

sector, open more space for the private sector 

and sequentially I guess move the state from a 

doer to an enabler," said Belhaj. 
The state still controls vast swathes of Egypt's 
economy, including three of its largest banks 
along with much of its oil industry and real 
estate sector. 
The government is planning its first share offers 

in state-owned companies for more than a 
decade, though an initial five out of 23 sales 
have been postponed to next year because of 
market conditions. 
Finance Minister Mohamed Maait said on Sunday 
he hoped the five sales could be launched at 

"the beginning of 2019". 
Egypt's economy is weighed down by a legacy of 
heavy bureaucracy, and a lack of transparency 

deters investors, analysts and businesspeople 
say. 
Belhaj said boosting the digital economy and 
enabling competition was key to resolving such 

problems.  
"You basically go after monopolies and places 
where rent has been leading for years … you're 
basically making a system disrupted, disrupted 
in a positive and forward-looking way," he said. 
"If you are giving more space to private 
entrepreneurs, at some point the balance gets 

tilted ... and frankly when you talk to the 
government these days you feel there is a 
strong belief that this is the way to go." 
The World Bank does not have further 

commitments for new funding for Egypt and is 
still "having a conversation" with the 

government about what support could be offered 
for economic development in the Sinai 
peninsula, where Egypt's security forces have 
been fighting a militant insurgency, Belhaj said. 
 
(Reporting by Aidan Lewis 
Editing by Raissa Kasolowsky) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana 

Ghana could cut interest rates by 

March - central bank governor  

11-Dec-2018  
LONDON, Dec 11 (Reuters) - Ghana could cut 

interest rates early next year if inflation 
continues to drift lower, the central bank 
governor said on Tuesday.  

"I could easily see the policy rate going further 
down," Ernest Addison told Reuters on the 
sidelines of a banking conference.  

Asked how soon the 17 percent rates could be 
cut, he added: "Our next meeting is in January 
and after that we have another meeting in March 

so in between now and March." 
Addison also said the central bank would look to 
push local money market traders to use 
electronic trading platforms more rather than do 

deals over the phone. He said it was a measure 
that could help slow the recent fall in the 
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country's currency. 

 
(Reporting by Marc Jones 
Editing by Matthew Mpoke Bigg) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ivory Coast 

IMF Executive Board Completes Fourth Reviews 
under an Extended Credit Facility and Extended 
Fund Facility for Côte d'Ivoire and Approves 
US$133.7 Million Disbursement   

13-Dec-2018  
• The country's economic outlook 
remains robust, with growth projected at 
about 7½ percent in 2018-19.  
• The budget deficit is projected to 
converge to the WAEMU regional norm of 3 
percent of GDP in 2019.  
• The program aims to achieve a 
sustainable balance of payments position, 
enhance domestic revenue mobilization, 

ensure debt sustainability, and foster 
inclusive growth and poverty reduction.  
On December 12, 2018, the Executive Board 
of the International Monetary Fund (IMF) 
completed the fourth reviews under the 
Extended Credit Facility (ECF) [1] and 
Extended Arrangement under the Extended 
Fund Facility (EFF) [2] for the Republic of 

Côte d'Ivoire. Completion of the reviews 
enables the immediate disbursement of SDR 

96.786 million (about US$133.7 million).  
The three-year ECF/EFF arrangements with a 
total access of SDR 650.4 million (about 
US$898.4 million or 100 percent of Côte 
d'Ivoire's quota) were approved by the IMF 
Executive Board on December 12, 2016.  
Following the Executive Board discussion, Mr. 

Furusawa, Acting Chair and Deputy Managing 
Director, made the following statement:  
'Côte d'Ivoire is implementing a program of 
macroeconomic policies and structural 
reforms to sustain strong growth, ensure 
macroeconomic stability, reduce poverty and 

promote inclusiveness. The performance under 
this IMF-supported program has been 

satisfactory, especially on meeting the agreed 
quantitative performance criteria. Progress has 
also been made with regards to structural 
benchmarks, although more remains to be 
accomplished going forward. With determined 
implementation of sound economic policies and 
structural reforms, the medium-term growth 

outlook can be expected to remain robust.  
'On the fiscal front, the budget deficit target for 
2018 is within reach, and the authorities have 

reiterated their commitment to meet the 
regional WAEMU deficit norm of 3 percent of 
GDP in 2019. Achieving these goals will require 
additional revenue-enhancing measures and 

spending restraint while protecting pro-poor 
outlays. On the financing side, the authorities' 

new debt management strategy envisages an 

even mix of domestic and foreign currency 

sources. In that context, a prudent borrowing 
policy, which carefully assesses the cost and 
benefits of new loans, is required to keep Côte 
d'Ivoire's debt on a sustainable path. 
Strengthening public financial and debt 
management remain critical to maintaining debt 

sustainability.  
'On the structural front, the authorities intend 
to persevere with reforms to enhance revenue 
administration and public financial 
management, improve the business climate, 
promote inclusive growth and consolidate 

banking sector stability. They also intend to 
enhance Côte d'Ivoire's statistical system to 
better inform policy decisions.'  

[1] The ECF is a lending arrangement that 
provides sustained program engagement over 
the medium to long term in case of protracted 
balance of payments problems.  
[2] The EFF was established to provide 
assistance to countries: (i) experiencing serious 

payments imbalances because of structural 
impediments; or (ii) characterized by slow 
growth and an inherently weak balance of 
payments position.  
 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Kenya 

Moody's Says High Government Debt, 

Subdued Rev Constrain Kenya's Credit 

Profile   

11-Dec-2018  
Dec 11 (Reuters) - Moody's Investors Service: 

Moody's says high government debt and 
subdued revenue constrain Kenya's sovereign 
credit profile. 

Moody's says other credit challenges to Kenya's 

credit profile include low institutional strength. 
Moody's says Kenya's government debt burden 

has increased consistently and "we expect it to 
reach 60% of GDP over the medium-term". 
Moody's - under its central scenario, there will 
be gradual reduction in Kenya's primary deficit, 
robust nominal growth, partly compensating 

higher interest payments. 
Moody's says Kenya government's persistently 
large fiscal deficits, rollback on commitment to 
repeal cap on banks’ lending rates point to low 
fiscal policy effectiveness, credibility. 
Moody's says Kenya's stable outlook reflects 
Moody's expectation of relatively strong 

economic growth, balanced by large fiscal 
deficits & debt. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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South Africa 

South African rand's volatility grows as 

economic risks gather  

12-Dec-2018  
• Volatility at levels last seen during 
finance minister reshuffle 
• Ratings downgrades, elections seen as 
main risks  
• Rand to lose 10 pct in lead-up to 2019 
vote - poll  

By Mfuneko Toyana 
JOHANNESBURG, Dec 12 (Reuters) - Implied 

volatility on South Africa's rand rose by its 
most since the last finance minister 
reshuffling in October, amid worries over the 
country's sovereign credit ratings, power 
supply interruptions and next year's elections. 

The rand is the fourth worst performing currency 
against the dollar in 2018 and among the most 
volatile, but it remains a favourite for investors 
chasing high yields and willing to risk short-term 

losses for sizeable net returns. 
With the central bank raising interest rates and 
inflation steady, the currency seemed to have 
escaped the selloff sparked by financial crises in 
Turkey and Argentina and the departure of the 
fifth finance minister in three years in October. 
By then, it had lost more than 20 percent of its 

value to the dollar. It has since regained nearly 

half of that.  
But by Wednesday, volatility measures had 
surged, with investors spooked by the return of 
old and new risks, nudging them into more 
bearish and more expensive bets on the rand's 

2019 performance.  
One-month implied volatility rose to 18.10 
percent, its highest since Oct. 15. 
The 25-delta risk reversals, a measure of the 
difference in volatility, and therefore price, 
between puts and calls also hit its highest since 
mid-September. 

2019 RISKS 
"The options market remains nervous going into 

2019 amid numerous risk events," said Mehul 
Daya, a strategist at Nedbank Capital, by email. 
South Africa is on the cusp of a downgrade to 
junk that could trigger portfolio outflows 
upwards of 100 billion rand. The latest round of 

power outages and a request for a government 
bailout by cash-strapped Eskom is raising the 
downgrade threat. 
"The first half of 2019 could present itself 

with many challenges for the rand from a 
local perspective (action from ratings 
agencies, budget, elections) and also the 
continuation of equity market rout, which is 

putting pressure on the currency via equity 

outflows," Daya said. 

New Finance Minister Tito Mboweni presented a 
bleak mid-term budget in October and is due to 
release the full budget in February. The ruling 
African National Congress is expected to face a 
battle to maintain its majority in national 

elections next year. 

A Reuters poll of 30 strategists last week 

forecast the rand would erase around a third of 

the 10 percent gains made in the in the past two 
months in the run-up to elections. 
"Volatility in the rand has the potential to pick 
up as anticipation mounts ahead of the budget 
in February and May elections," said analysts at 
FXTM Lukman Otunuga. 

 
(Editing by James Macharia, Larry King) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

Fitch Says Affirms Tunisia At 'B+' 

Outlook Negative  

11-Dec-2018  
Dec 11 (Reuters) - Fitch:  
Fitch says affirms Tunisia at 'B+'; outlook 
negative. 

Fitch on Tunisia - implementation of unpopular 
fiscal reforms remains slow. 
Fitch says Tunisia's negative outlook reflects 
persistent pressures on external liquidity 
arising from large financing needs. 

Fitch on Tunisia says there are pressures for 
wage increases amid high social discontent and 

deepening political divisions. 

Fitch says Tunisia's rating is constrained by high 
and growing public and external debt reflecting 
wide twin deficits. 
Fitch says Tunisia's negative outlook also reflects 
deterioration in terms of trade, low fx reserves, 
high inflation differential with trading partners. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 

GLOBAL 
 

IMF warns storm clouds gathering for 

global economy  

11-Dec-2018  
By Marc Jones 

LONDON, Dec 11 (Reuters) - One of the 

International Monetary Fund's top officials 
warned on Tuesday that storm clouds were 
gathering over the global economy and that 
governments and central banks might not be 
well- equipped to cope. 

The fund had been urging governments to "fix 
the roof" during a sunny last two years for the 
world economy, IMF First Deputy Managing 

Director David Lipton said.  
"But like many of you, I see storm clouds 

building, and fear the work on crisis prevention 
is incomplete," he said at a banking conference 
hosted by Bloomberg. 
He also warned that strains could leave 
policymakers under pressure and in uncharted 

waters. 
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"Central banks would likely end up exploring 

ever-more unconventional measures. But with 
their effectiveness uncertain, we ought to be 
concerned about the potency of monetary 

policy."  
Many governments won't have much room for 
manoeuvre, either, having already racked up 
high debts. 
"We should not expect governments to end up 

with the ample space to respond to a downturn 
that they had 10 years ago," Lipton said. 
Stimulus may also be a hard sell politically, 
considering the financial burden it creates, he 
said. 
The biggest immediate risk, though, is the 
current trade war between the United States and 

China. If all of the threatened tariffs are put in 

place, as much as three-quarters of a percent of 
global GDP would be lost by 2020, the IMF has 
estimated. 
"That would be a self-inflicted wound. So it is 
vital that this ceasefire (recently announced 

between Washington and Beijing) leads to a 
durable agreement that avoids an intensification 
or spread of tensions." 
If it doesn't and a stalemate sets in, there could 
be a damaging "fragmentation" of the global 
economy that causes a downturn, he said. 
 
(Reporting by Marc Jones; editing by Huw Jones, Larry 
King) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
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