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ASIA 
 

China 

Fitch Affirms China at 'A+'; Outlook 

Stable  

14-Jul-2017  
HONG KONG, July 13 (Fitch) Fitch Ratings has 

affirmed China's Long-Term Foreign- and 

Local-Currency Issuer Default Ratings (IDRs) 
at 'A+' with a Stable Outlook. The Short-Term 
Foreign- and Local-Currency IDRs have been 

affirmed at 'F1+'. The issue ratings on China's 
senior unsecured bonds are also affirmed at 'A+' 
and 'F1+'. The Country Ceiling is affirmed at 
'A+'. 
KEY RATING DRIVERS 

The affirmation of the ratings and Outlook 
reflects the following key rating drivers: 
China's ratings are underpinned by the 
strength of its external finances and 

macroeconomic track record. The country's 
near-term growth prospects remain favourable, 
and economic policies have been effective in 
responding to a variety of domestic and external 

pressures over the past year. However, a further 
increase in the economy's overall leverage in the 

context of continued adherence to ambitious 
GDP growth targets raises the potential for 
economic and financial shocks and, in Fitch's 
view, will constrain growth prospects over the 
medium-term. 
Large and rising debt levels across China's 
non-financial sector, combined with the low 

stand-alone credit quality of Fitch-rated banks 
in its financial system (as indicated by their 
average viability rating of 'bb') remain the 
most significant risk factor for the sovereign 

rating. The agency expects official aggregate 
financing (excluding equity) will rise to 208% of 
GDP in 2017, from 201% in 2016 and 114% in 
2008. Fitch's Financial Institutions team 

estimates that a broader credit measure, which 
incorporates activity not directly captured in the 
official series, will rise to around 270% at end-
2017. Household debt remains moderate despite 
its rapid growth in recent years, but China's 
corporate sector has become the most highly 

indebted among major economies globally, 

based on figures from the Bank for International 
Settlements. 
External finances are robust in absolute terms 
and relative to peers, and are expected to 
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remain so over our rating horizon. Capital 

outflows have fallen sharply since early 2017 

due to improved market sentiment, stabilising 
currency expectations, and various measures to 
more effectively enforce existing capital controls 
and scrutinise outward direct investment. The 
current account also remains in surplus. As a 
result, foreign reserves have stabilised, rising by 

USD46 billion so far this year to USD3.06 trillion 
as of end-June 2017. The potential remains for 
capital outflow pressures to resume, especially 
in the context of a strengthening US dollar. 
Moreover, the effectiveness of capital flow 
management measures can diminish over time 

as market participants find ways around them. 
Fitch therefore forecasts sovereign net foreign 
assets (SNFA) will decline to 28.9% of GDP at 

end-2017, down modestly from 29.8% in 2016, 
but still well above the 'A' median of 5.1%. 
Internationalisation of the Chinese yuan (CNY) 
has slowed as measured by its share in global 

payments and the size of offshore deposits, but 
its designation as a reserve currency by the IMF 
in late 2016 provides an important rating 
cushion shared by only a limited number of 
sovereigns globally. The IMF's latest Currency 
Composition of Official Foreign Exchange 
Reserves (COFER) confirms the results of other 

market-based surveys that CNY 
internationalisation has slowed, with its share in 
global reserves falling to 0.9% in March 2017 
versus slightly over 1% in 2015. Ongoing 

initiatives to increase foreign participation in 
China's domestic bond market including the 
recently launched Bond Connect could 
encourage a rise over time, but may be 

constrained in the short run by what appears 
to be an asymmetric opening of the country's 
capital account, with restrictions on inflows 
relaxed while those on outflows remain 
largely unchanged. 

Growth momentum remains strong, due to the 
effectiveness of prior stimulus measures, 
resilient consumer trends, and a more 
favourable external environment that has 

nudged up net exports' contribution to overall 
growth. Real GDP grew by 6.9% in 1Q17, up 

from 6.7% in 2016, and is well on track to meet 
the authorities' 2017 target of "around 6.5%". 
Strong growth momentum has given the 
authorities renewed confidence to address 
financial risks, including the release of new 

guidelines by the China Banking Regulatory 
Commission to enhance bank supervision and 
reduce regulatory arbitrage, statements by 
senior party leaders on the need to strengthen 
risk prevention, and the facilitation of higher 
market interest rates by the People's Bank of 

China to squeeze out speculative activity in the 
shadow banking sector. The increased focus on 
financial risks increases the potential for a more 

decisive shift in policy direction, but has yet to 
be reflected in official GDP growth and monetary 
targets. 
Tighter monetary conditions may lead to slower 

GDP growth, which in Fitch's baseline forecast 
will decelerate to 5.9% in 2018, from 6.5% in 

2017. Macro-prudential regulations and tighter 

credit conditions will, in Fitch's forecasts, result 

in a slowdown in the housing sector and 
investment spending. Aggregate financing 
(excluding equity) based on official measures 
continues to grow at a stable rate of about 
12.5% (in excess of nominal GDP growth), but 
broader measures of financing activity, including 

municipal bonds and credit extended to non-
bank financial institutions have already started 
to decelerate. Upside risks to our forecasts 
remain. They include a more sustained 
improvement in global trade, continued 
resilience in the property sector, or additional 

government stimulus measures not factored into 
our baseline. Even after factoring in our 
anticipated deceleration, China's five-year 

average annual growth rate of 6.7% will 
continue to exceed the 'A' category median of 
3.0% by a wide margin. 
Public finances remain a neutral rating factor. 
Fitch forecasts general government gross debt 

(GGGD) of 48.3% at end-2017, up marginally 
from a year prior, but broadly in line with the 
'A' category median of 49.5%. The agency's 
GGGD figures are roughly 11.5% of GDP, 
higher than official estimates due to the 
inclusion of contingent liabilities identified in 

a previous government audit. The authorities' 
continued efforts to disentangle local 
government financing vehicles (LGFV) from 

public sector balance sheets have resulted in the 

release of several new guidelines that restrict 
local governments from extending formal 
support to LGFVs and reiterate the government's 
intention that LGFVs be treated by creditors on a 
stand-alone basis. Nevertheless, the continued 
prevalence of implicit support as exemplified by 

a minimal widening of yield spreads between 
local government and LGFV bonds highlights the 
implementation challenges at the local level, and 
increases the potential for fiscal shocks. 
Fitch's base-case scenario continues to assume a 
slowdown in China's medium-term growth 
trajectory, consistent with declining potential 

growth. Moreover, rising financial fragilities 
associated with the continued rise in system-

wide leverage increase the risk of a sharper and 
more disruptive slowdown. However, in the 
agency's view, the government's still-pervasive 
ownership and influence across creditors and 

borrowers in the financial system broadens the 
spectrum and effectiveness of policy tools 
available to mitigate such an outcome. 
China's levels of income and development 
remain low compared with peers, even after 
nearly 40 years of rapid growth since market-
oriented reforms began in 1978. Average income 

is around USD8,387 at market rates, or 
USD13,130 at purchasing-power parity, well 
below the 'A' medians of USD19,259 and 

USD27,714 respectively. Standards of 
governance also lag 'A' category peers based on 
standard international surveys including the 
World Bank's Governance Indicators. These 

fundamental credit weaknesses weigh on the 
ratings. 
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SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns China a score 
equivalent to a rating of A+ on the Long-term FC 
IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 

as follows: 
•External Finances: +1 notch, to reflect 
strengths in China's external finances not 
captured in the SRM. The adjustment from a +2 
notch adjustment to +1 notch within External 
Finances reflects the inclusion of the CNY's 

reserve currency flexibility score in the SRM 
following its designation by the IMF in late 2016 
and the consequent removal of the need to 

adjust for that factor in the QO. 
•Structural Features: -1 notch, to reflect 
weaknesses in the banking sector for which the 
average Viability Rating is two categories below 

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

to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 

RATING SENSITIVITIES 
The main factors that could lead to negative 

rating action, individually or collectively, are: 
•A continuation of policy settings that result in a 
further build-up of the economy's imbalances 
and vulnerabilities. 
•An adverse macroeconomic or financial shock 
that weakens medium-term growth prospects or 
negatively affects public finances. 

•Sustained capital outflows sufficient to erode 
China's external balance sheet strengths, or 
undermine financial stability. 
The main factors that could lead to positive 
rating action, individually or collectively, are: 

•Greater confidence that the debt problem in the 
broader economy can be resolved without a 

material negative impact to growth or financial 
stability. 
•Increased evidence that the economy can 
rebalance smoothly. 
•Widespread adoption of the Chinese yuan as a 
reserve currency globally. 

KEY ASSUMPTIONS 
•The ratings assume the continuation of a 
broadly open global trade and financial order. 
•Fitch assumes China's basic social and political 
stability is broadly maintained and that regional 
geopolitical risks do not escalate sharply. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

 

China June fiscal spending growth 

quickens to 19.1 pct y/y  

14-Jul-2017  
•June fiscal spending up 19.1 pct y/y, 
revenue up 8.9 pct 

•Adds to signs of steadying economic growth 
•Jan-June spending up 15.8 pct, revenue up 
9.8 pct 

BEIJING, July 14 (Reuters) - China's fiscal 

spending jumped 19.1 percent in June from a 
year earlier, quickening sharply from a 9.2 
percent rise in May and signaling government 
efforts to cushion a gradual slowdown in the 
world's second-largest economy. 

Central government spending rose 10.2 percent 

in June from a year earlier while local 

government spending soared 20.3 percent, the 
finance ministry said on Friday. 
The pick-up in fiscal spending was mainly due 
to faster funding allocation to guarantee the 
key expenditure needs under a drive to make 
fiscal policy more "active and effective" this 
year, the ministry said in a statement on its 
website. 

Government spending in the first six months of 

the year rose 15.8 percent from a year earlier, 
the ministry said. 
China's economic growth is expected to have 
cooled to 6.8 percent in the second quarter as 
Beijing tightens the screws on financial risks, a 
Reuters poll showed, in a sign the world's 

second-biggest economy is set for a further 
slowdown over the coming quarters. 
Government-led stimulus has been a major 
driver of economic growth over the past years, 
but the pump-priming has also been 
accompanied by runaway credit growth and has 
created a mountain of debt. 
China has kept its budget deficit at 3 percent 
of gross domestic product (GDP) for 2017, the 
same as last year, and pledged to clamp down 
on risks associated with local government 
debt. 

China's fiscal revenues increased 8.9 percent in 
June from a year earlier, also quickening from 
May's 3.7 percent rise, the ministry said. 

Fiscal revenue in the first half rose 9.8 percent 

from a year earlier. 
Faster fiscal revenues reflected China's steady 
economic growth, rising producer prices and 
improving corporate profits, the ministry said. 
 
(Reporting by Beijing Monitoring Desk and Kevin Yao; 
Editing by Shri Navaratnam and Sam Holmes) 
(( fang.cheng@thomsonreuters.com ; 8610-
66271024; )) 
 
 

India 

India Bonds Tad Down Before Debt 

Sale; Mood Still Upbeat  

14-Jul-2017  
By Mrigank Dhaniwala 
NewsRise 

http://www.fitchratings.com/
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MUMBAI (Jul 14) -- Indian government bonds 

marginally lower before weekly debt sale, but 
sentiment remains supported amid 
expectation of 25 basis point rate cut at 
August 2 policy meeting; benchmark note at 
INR102.32, yielding 6.47%, against 

INR102.39 previous close. “Traders will not 
take new positions before the auction, but the 
demand there should be strong as a rate cut is a 
done deal now,” trader at private bank says. 

“The next trigger will be the RBI commentary on 
future rate moves,” he adds. India’s retail 
inflation eased to record low in June, cementing 
expectations of rate cut by MPC. U.S. 10-year 
yield slightly higher at 2.35%; benchmark brent 
crude oil contract at $48.42 per barrel against 
$47.74 previous close. India’s federal 

government to auction INR180 billion of notes 
today, including INR90 billion of benchmark 
note; yield pegged in 6.45%-6.48% band until 
cutoffs. 
 
By Mrigank Dhaniwala; 
mrigank.dhaniwala@newsrise.org; +91-22-61353306 
Edited by Abhijit Basu 
Send Feedback to feedback@NewsRise.org 
Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 

 
 

Indonesia 

Indonesia adds euro notes to US dollar 

sovereign bonds  

11-Jul-2017  
By Frances Yoon and Carol Chan 
HONG KONG, July 11 (IFR) - The Republic of 

Indonesia, has added a euro-denominated 
tranche to the two dollar tranches of the 
bonds it began marketing earlier today. 

The benchmark euro seven-year tranche is 

indicated at mid-swaps plus 185 basis point 
area. 
The sovereign is also marketing 10 and 30-year 
US dollar bonds at 4.25 percent area and 5.125 
percent area, respectively. 

Indonesia's senior unsecured notes have 
expected ratings of Baa3/BBB- (Moody's/Fitch). 

Both agencies have a positive outlook on the 
sovereign. 
The 144A/Reg S notes will be issued off the 
country's $50 billion global medium term note 
programme. 
BNP Paribas, Citigroup, Deutsche Bank and 

Goldman Sachs are bookrunners. Bahana, 
Danareksa, Mandiri and Trimegah are co-
managers. 
 
(Reporting by Frances Yoon and Carol Chan,; Editing 
by Vincent Baby and Daniel Stanton) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 
 
 

Indonesia sells 17 trillion rupiah of 

bonds, above target  

11-Jul-2017  

JAKARTA, July 11 (Reuters) - Indonesia sold 17 

trillion rupiah ($1.27 billion) of bonds at an 
auction, above the indicative target of 15 
trillion rupiah, the finance ministry's financing 
and risk management office said on Tuesday. 

The government sold t-bills maturing in October 
2017 with a weighted average yield of 5.08460 

percent, while the t-bills maturing in July 2018 
had a weighted average yield of 5.94850 
percent. 
The bonds maturing in May 2022 had a weighted 
average yield of 6.96988 percent, up from 
6.62973 percent in the previous auction on June 

20. 
The weighted average yield for bonds maturing 

in May 2027 was 7.13990 percent. 
The bonds maturing in May 2036 had a weighted 
average yield of 8.00650 percent, higher than 
7.51596 percent at the last auction. 
Total incoming bids were 33.68 trillion rupiah, 

higher than 22.26 trillion rupiah received at the 
last auction. 
The highest bid-to-cover ratio was 2.88 for 
bonds maturing in May 2027. 
 
($1 = 13,390 rupiah) 
(Reporting by Nilufar Rizki; Editing by Subhranshu 
Sahu) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Indonesia's dollar tranches well 

oversubscribed  

13-Jul-2017  
SINGAPORE, July 13 (IFR) - The Republic of 

Indonesia drew strong oversubscription for its 
sale of 10-year and 30-year bonds of US$1bn 
each, offered alongside seven-year notes of 
€1bn (US$1.1bn). 

The 10-year piece drew a book of over 
US$4.1bn from 229 accounts. Asian investors 
bought 40% of the 144A/Reg S notes, US 

investors bought 38%, and European accounts 

bought 22%. 
Asset managers and fund managers took 56%, 
banks took 25%, official institutions and 
sovereign wealth funds took a combined 10%, 
insurers and pension funds took a total of 7%, 
and private banks and high-net-worth investors 
took 2%. 
The 30-year portion compiled order of over 
US$3.2bn from 160 accounts. Asia and US 
investors bought 38% each, with European 

accounts taking 24%. In terms of investor 
types, asset managers and fund managers took 
a combined 55%, insurers and pension funds 
took 28% combined, banks took 10%, official 

institutions and sovereign wealth funds took a 

6% total, and private banks and HNW investors 
took 1%. 
 
(Reporting by Daniel Stanton; editing by Dharsan 
Singh) 
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((daniel.stanton@thomsonreuters.com; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net)) 
 
 

Israel 

Israel foreign direct investment down 

at $555 mln in May  

12-Jul-2017  
July 12 (Reuters) - Israel received $555 million 

worth of foreign direct investment (FDI) 
through local banks in May, down from $606 
million in April, the Bank of Israel said on 
Wednesday. 
In 2016, FDI through local banks rose to $9.3 

billion from $8.3 billion in 2015. Overall FDI 

gained to $11.9 billion from $11.3 billion.  
- Foreign direct investment in May was 
concentrated in the manufacturing and 
production and real estate industries. 
- Foreigners invested about $160 million net in 
Israeli shares traded on the Tel Aviv Stock 

Exchange in May, after net buying of $230 
million in April, and bought $40 million in Israeli 
shares traded abroad. 
- They bought $450 million net in government 
bonds traded in Tel Aviv and $570 million in 
short-term "makam" bills. Foreigners also 
bought a net $20 million of Israeli government 

bonds traded abroad.  

 
(Reporting by Steven Scheer) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer)) 
 
 

Pakistan 

Moody's affirms Pakistan's B3 rating, 

maintains stable outlook  

12-Jul-2017  
July 11 (Reuters) -  
Moody's affirms Pakistan's b3 rating, 

maintains stable outlook. 

Moody's says decision to affirm Pakistan's rating 
balances credit-supportive and -constraining 
factors. 
Moody's says Pakistan's medium-term growth 
outlook is strong, supported by China-Pakistan 
economic corridor project to address critical 

infrastructure constraints. 
Moody's says Pakistan's domestic politics and 
geopolitical risk continue to represent a 
significant constraint on the rating. 
Moody's says Pakistan's government's debt 
burden is high, fiscal deficits remain relatively 
wide, driven by narrow revenue base that also 
restricts development spending. 

 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

 

Philippines 

Philippines' budget secretary says not 

worried about peso depreciation  

14-Jul-2017  
•Budget secy says peso not at all bad for 
economy 
•Gov't to submit 2018 proposed budget to 
Congress on July 24 
•Philippines less reliant on foreign loans 

By Karen Lema 
MANILA, July 14 (Reuters) - Philippine Budget 

Secretary Benjamin Diokno said on Friday he 

is not worried about the weakening peso 
because the country has enough buffers and a 
steady source of foreign exchange inflows. 

Diokno added he does not see the peso's 
weakness having an adverse impact on the 
government's infrastructure spending plan, with 
the country less reliant on foreign loans. 
The Philippine peso hit eleven year lows this 

week, partly due to a widening goods trade 
deficit. 
"I am not worried about the peso depreciation," 
Diokno told a media briefing. "Crisis, or no crisis, 
we are ok." 
Diokno said the weak peso should benefit the 
country's exports and boost the purchasing 

power of recipients of money sent by Filipinos 
working and living abroad, boding well for the 

consumption driven economy. 
The Philippines, Diokno added, enjoys an 
adequate level of foreign reserves and a steady 
stream of inflows from remittances and receipts 

from the business process outsourcing sector. 
Foreign reserves of $81.4 billion at end-June can 
cover 8.7 month worth of imports of goods and 
payments of services, central bank data showed, 
while remittances rose 4.2 percent in the first 
four months to $9.04 billion. 
'GOLDEN AGE OF INFRASTRUCTURE' 
The government will submit its proposed 3.77 
trillion pesos ($74.57 billion) budget to 
congress on July 24, Diokno said, the day 
President Rodrigo Duterte is due to deliver his 
annual state of the nation address. 

Duterte, who has been in office one year, has 
vowed to usher in a "golden age of 
infrastructure" and spread wealth more evenly in 
the country of more than 100 million people. 

The planned 2018 budget, which compares with 
this year's 3.35 trillion peso spending plan and 
assumes a budget deficit of 3 percent to GDP, 
would be funded by revenues and debt, Diokno 
said.  
Borrowings from local and foreign creditors 
were expected to rise to 889.7 billion pesos 

next year, up 22 percent from this year's 
borrowing plan, with 80 percent of the total to 
be sourced domestically, according to 
government documents. 

Manila is looking to keep the 80-20 borrowing 
mix, in favour of local debt, until 2022, when 
Duterte's six-year term ends and when 
government borrowing is programmed to reach 

mailto:daniel.stanton.thomsonreuters.com@reuters.net)
mailto:Bangalore.newsroom@thomsonreuters.com
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about 1.21 trillion pesos. 

 
($1 = 50.5550 Philippine pesos) 
(Reporting by Karen Lema; Editing by Sam Holmes) 
(( karen.lema@thomsonreuters.com ; +632 841-
8938; Reuters Messaging: 
karen.lema.thomsonreuters.com@reuters.net )) 
 
 

Qatar 

Qatar Central Bank - The Governor of 

Qatar Central Bank: Qatar has $ 340 

billion reserves  

10-Jul-2017  
 His Excellency Sheikh Abdulla Bin Saud Al 

Thani, the Governor of Qatar Central Bank 
stated in an interview with CNBC that Qatar 
has $ 340 billion reserves, including its 
sovereign wealth fund that could help Qatar 
to withstand the isolation by its Gulf 

neighbors. 'This is the credibility of our system, 
we have enough cash to preserve any - any kind 
of shock,' HE pointed out during the interview. 
He added that Qatar Central Bank had $ 40 

Billion in cash reserves plus gold. In addition, 
the Qatar Investment Authority has $ 300 billion 
in reserves that it could liquidate. 'Qatar has 
already had a good and unique system'' 'we 
work with the IMF and other institutions to 
establish our laws and audits and reviews,' and 

we have laws established as well against all 

these kinds of terrorism, HE said.  
 
Qatar Central Bank published this content on 10 July 
2017 and is solely responsible for the information 
contained herein. 
Distributed by Public, unedited and unaltered, on 10 
July 2017 09:28:03 UTC.  
Original document 
http://www.qcb.gov.qa/English/News/Pages/news100
72017.aspx  
Public permalink 
http://www.publicnow.com/view/4D3E27A89C639942
84D855BB031E945E893B29C2  
(C) Copyright 2017 - Qatar Central Bank 
 
 

South Korea 

Foreigners buy South Korean bonds for 

6th month in June, but pace slows  

09-Jul-2017  

SEOUL, July 10 (Reuters) - Offshore investors 

continued their purchases of South Korean 
bonds for six months in a row in June and 
stock holdings hit an all-time high, official 
data showed on Monday, as firming exports 
supported the economic recovery. 

Foreign investors' bond holdings rose by a net 
1.6 trillion won ($1.39 billion) in June, less than 

the 2.1 trillion won net increase in May, the 

Financial Supervisory Service (FSS) said. 
The surge in investment comes amid double-
digit growth in exports. South Korea's exports 
grew for the sixth month in a row in June, 

offsetting tepid manufacturing activity as 

normalising global demand continued to boost 

sales of memory chips and petrochemical 
products. 
At the end of June, investors in Asia held 41.7 
trillion won worth of South Korean bonds, 
making them the biggest holders. Investors in 
Europe held 35.6 trillion won worth of bonds 
while those in North America held 13.1 
trillion. 

By category, investors mainly purchased 
monetary stabilisaton bonds (MSBs), worth 1.5 
trillion won, and bought 0.2 trillion won worth of 
treasury bonds. 
Foreign investors' holdings in stocks hit a record 
high of 597.7 trillion won as they continued to 
buy South Korean stocks for the seventh 

consecutive month. They purchased a net 1.8 
trillion won worth during June. 
 
($1 = 1,154.0800 won) 
(Reporting by Dahee Kim; Editing by Sam Holmes) 
(( Dahee.Kim@thomsonreuters.com ; +82 2 3704 
5643; Reuters Messaging: 
dahee.kim@thomsonreuters.com )) 
 
 

Sri Lanka 

Moody's says Sri Lanka balances robust 

growth potential with high debt 

burden, external risks  

14-Jul-2017  
July 13 (Reuters) -  
Moody's says Sri Lanka balances robust 
growth potential with high debt burden, 

external risks. 
Moody's on Sri Lanka - in 2017 expects real GDP 
growth of 4.6 percent. 
Moody's says Sri Lanka's credit profile will 
remain constrained by its large debt burden 
and very low debt affordability. 

Moody's on Sri Lanka - expects GDP growth to 
average 5.2% per year in 2017-21, a robust 
growth rate. 
Moody's on Sri Lanka - expects general 

government debt to decline only gradually to 

around 78% of GDP in 2018, from 79.3% in 
2016. 
Moody's - Sri Lanka's credit profile will remain 
constrained by its large debt burden and very 
low debt affordability. 
Moody's on Sri Lanka- government's B1 rating 
supported by economy's robust medium-term 

GDP growth prospects, relatively large economy. 
Moody's - Sri Lanka's external payments position 
also remains fragile. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
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EUROPE 

 

Belarus 

Moody's says Belarus' credit profile 

balances economic diversity, relative 

wealth against structural external 

vulnerability  

12-Jul-2017  
July 11 (Reuters) -  
Moody's: Belarus' credit profile balances 
economic diversity, relative wealth against 
structural external vulnerability. 

Moody's - Belarus close to securing sufficient 
external financing to permit it to refinance or 

pay upcoming foreign currency liabilities for next 
18 months. 
Moody's on Belarus- expects real GDP to 
contract for a third consecutive year in 2017. 
Moody's - stable outlook on Belarus' rating 
reflects view that balance between potential 

upward and downward pressures on credit 
profile is incorporated. 
Moody's on Belarus - persistent external 
vulnerability constrains government's 
creditworthiness, evidenced by low foreign 
exchange assets. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Czech Republic 

Czech Fin Min sees 2017 budget gap 

below CZK 60 bln plan  

14-Jul-2017  
PRAGUE, July 14 (Reuters) - This year's Czech 

central state budget may end up with a 
smaller deficit than the 60 billion crowns 
($2.62 billion) planned, Finance Minister Ivan 
Pilny was quoted as saying on Friday. 

The Czech economy has grown fast in recent 

quarters, supported by domestic demand as the 

European Union member enjoys the lowest 
unemployment rate in the 28-state bloc. 
"So far, I am slightly optimistic. I think that the 
deficit will be smaller," Pilny said in an interview 
published by Mlada Fronta Dnes daily 
newspaper. 

"It will depend on tapping European (Union) 
money - it looked the same way with last year's 
surplus," he said. 
In 2016, the Czech Republic had its first 
budget surplus in two decades, helped by 
solid economic growth and inflows of 
European Union funds. 

Pilny's finance ministry has already said it is 

planning to cut the deficit to 50 billion crowns in 

the 2018 budget.  
 
($1 = 22.8630 Czech crowns) 
(Reporting by Robert Muller; Editing by Andrew 
Heavens) 

(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
 
 

Estonia 

Estonia to lead the EU budget 

negotiations for 2018 between the 

Council of the EU and the European 

Parliament  

13-Jul-2017  
The Council of the EU, the European 
Parliament and the representatives of the 

European Commission are meeting today in 
Brussels to discuss the 2018 EU draft budget 
for the first time. The negotiations will be led 
by the Deputy Minister of Finance Märt Kivine.  

'The successful approval of the revenue and 
expenditure of the EU budget for 2018 is one of 
the priority tasks during the Estonian Presidency 
of the Council of the EU,' Märt Kivine said. 'The 

Council's position provides a solid foundation, 
based on which to agree on such EU budget for 
2018 that would take the European Union 
forward. The Council proposes, in line with its 
generally frugal approach to the budget, to focus 
the resources on areas with the highest added 
value.'  

The ambassadors of the member states 
approved the common position of the Council of 

the EU with regard to the 2018 EU draft budget 
on Wednesday. The Council's position for 2018 
provides €158.9 billion for commitments with 
regard to expenditure. A total of €144.4 billion 
of the 2018 budget has been planned for 

payments in the following year, which is 7.4% 
more than this year.  
The Council's position strongly focuses on 
measures, which aim to stimulate the creation of 
jobs and growth, strengthen security and 
address the migration issue.  

In the 2018 budget, the Council wants to 
contribute to smart and inclusive growth by 
providing €76.5 billion for commitments, which 

is 2% more than this year. In doing so, the 
Council requests to increase its appropriations 
for commitments in connecting Europe facility by 
nearly 4%, which would amount to €2.7 billion 

in support of trans-European networks in 
transport, energy and communication networks.  
According to the Council's proposal, the Fund for 
European Aid to the Most Deprived (FEAD) 
would receive €556.9 million in the following 
year. The appropriations from structural and 
investment funds will increase by a quarter, 

since the regional policy has been successfully 
implemented in the member states. The 
payments will increase significantly, because the 
implementation of the 2014-2020 budget period 

programmes has reached cruising speed 
following the initial start-up years.  

 
Ministry of Finance of the Republic of Estonia published 
this content on 13 July 2017 and is solely responsible 
for the information contained herein. 
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Distributed by Public, unedited and unaltered, on 13 
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Hungary 

Hungary files shelf registration for 

Samurai, Uridashi  

14-Jul-2017  

TOKYO, July 14 (IFR) - Hungary has filed a 

shelf registration to the Kanto Local Finance 
Bureau to issue up to ¥100bn of Samurai 
bonds and up to ¥100bn of Uridashi bonds. 

The shelf registration is valid from July 22 2017 

through July 21 2019. 
According to data from DealWatch, a Thomson 
Reuters publication, the central European 
country has not issued Samurai bonds since 
2007, although it filed a shelf registration in 
2009. In October 2007, Hungary sold ¥25bn 10-
year Samurai via Mizuho Securities and Nikko 

Citigroup. 
 
(Reporting by Takahiro Okamoto; Editing by Vincent 
Baby) 
((Takahiro.Okamoto@thomsonreuters.com;)) 
 
 

Lithuania 

Competition Council of the Republic of 

Lithuania – In  2016 one Euro Invested 

in Competition Council brought almost 

8 Euros in return 

10-Jul-2017  
On June 14 the Chairman Šarūnas 
Keserauskas presented the Competition 
Council's annual report to the members of the 
Cabinet.  

The Chairman noted that the Council, which acts 
as an independent budgetary institution, seeks 

to bring considerable benefits to consumers, 
which also contributes to the objectives of the 
Programme of the Government, for example, 
lower prices of pharmaceuticals.  
The Council has made a commitment to create 
consumer benefits which, calculated according to 
the OECD methodology, would exceed the 

authority's budget five times. In 2016 the 
commitment was fulfilled substantially - one 
euro invested in the Council brought almost 8 
euros in return.  

Šarūnas Keserauskas also highlighted that the 
institution's budget remains one of the smallest 
compared to such regulatory and supervisory 

authorities as the Communications Regulatory 
Authority, the National Commission for Energy 

Control and Prices or the Public Procurement 

Office. Better funding could help the Council 

acquire equipment and software necessary for 
conducting investigations and staying on par 
with competitors in attempt to attract and 
maintain qualified professionals.  
 
Competition Council of the Republic of Lithuania 
published this content on 10 July 2017 and is solely 

responsible for the information contained herein. 
Distributed by Public, unedited and unaltered, on 10 
July 2017 06:34:11 UTC.  
Original document http://kt.gov.lt/en/news/in-2016-
one-euro-invested-in-competition-council-brought-
almost-8-euros-in-return  
Public permalink 
http://www.publicnow.com/view/304691AC907BAA5FE
6874EA6F3282FE4ADD2FBB9  
(C) Copyright 2017 - Competition Council of the 
Republic of Lithuania 
 
 

Macedonia 

Macedonia sells 27.4 bln denars (444.4 

mln euro) of central bank bills  

12-Jul-2017  
SKOPJE (Macedonia), July 12 (SeeNews) - 
Macedonia's central bank said on Wednesday 
it sold 27.36 billion denars ($508.9 
million/444.4 million euro) worth of 28-day 

central bank bills, below its target of 27.5 
billion denars. 

The coupon rate of the central bank bills, which 
serves as Macedonia's benchmark interest rate, 
was set at 3.25%, the same as at the previous 
similar auction held in June. 
 
(1 euro = 61.55 denars) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Montenegro 

Montenegro to auction 20 mln euro 

182-day T-bills on July 12  

11-Jul-2017  
PODGORICA (Montenegro), July 11 (SeeNews) - 
Montenegro will offer 20 million euro ($22.8 
million) of 182-day Treasury bills at an 
auction on July 12, according to an 
announcement posted on the central bank's 
website. 

The government securities will mature on 

January 15, 2018. 
Interested investors will be able to place their 
bids by 12:00 CET on July 12, the central bank 
said. 
Montenegro's finance ministry carried out its 
latest auction of 182-day T-bills on June 13, 

when it sold government securities with a 

nominal value of 13 million euro. The average 
weighted yield came in at 1.88%. 
Montenegro sold 184.5 million euro worth of T-
bills in 2016, up 5.3% on the year. 
 

mailto:Takahiro.Okamoto@thomsonreuters.com;)
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($ = 0.877582 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Romania 

Romania sells planned 700 mln lei (153 

mln euro) in 2019 T-bonds, yield rises  

13-Jul-2017  
BUCHAREST (Romania), July 13 (SeeNews) - 
Romania on Thursday sold a planned 700 
million lei ($175 million/153 million euro) of 
Treasury notes maturing on February 25, 
2019, central bank data showed. 

The average accepted yield was 1.21%, up from 
1.18% achieved at the previous auction of 

government securities of the same issue held in 
June, the data indicated. 
Demand for the T-notes, which carry an annual 
coupon of 1.35%, rose to 2.03 billion lei from 
1.75 billion lei in the June auction. 
The issue will be reopened on Friday when the 

finance ministry hopes to raise 105 million lei in 
a non-competitive tender. 
Romania's finance ministry plans to auction 5.1 
billion lei in government securities and to sell an 
additional 510 million lei in non-competitive 
offers in July. 
In June, the finance ministry sold 5.235 billion 

lei and in domestic debt paper, an additional 515 
million lei in non-competitive offers and 100 

million euro ($114 million) in foreign currency 
debt paper, in line with target. 
So far this year, the finance ministry has sold 
some 2.3 billion lei, 340 million euro worth of 
bills and bonds and has tapped foreign 
markets for 1.75 billion euro of 2027 and 
2035 Eurobonds. 

In June, the ministry said it plans to sell 7.5 
billion euro worth of eurobonds on the 
international markets in the following two 
years. 

At the beginning of March, the ministry said it 
plans to sell about 2.5-3.0 billion euro worth of 
Eurobonds on the international markets and 
some 48-50 billion lei worth of leu-denominated 

domestic debt this year. 
 
(1 euro=4.5625 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Russia 

Russia fin min planning $4 bln 

Eurobond swap no earlier than Sept  

10-Jul-2017  
By Darya Korsunskaya and Andrey Ostroukh 
MOSCOW, July 10 (Reuters) - Russia's finance 

ministry will issue new Eurobonds in 
exchange for outstanding bonds no sooner 
than in September, Finance Minister Anton 
Siluanov said. 

The finance ministry plans to swap its 
outstanding Eurobonds worth $4 billion for new 

paper in order to postpone the repayment of 

foreign debt. 

"We will need some time now to prepare for the 
exchange. I think we won't be ready before 
September," Siluanov said in an interview with 
Reuters. 
If the finance ministry sells new Eurobonds, it 
would be the second time this year it has 
tapped global capital markets despite Western 

sanctions imposed on Moscow for annexing 
Crimea and its role in the Ukrainian crisis. 

The finance ministry sold two Eurobond tranches 
in June, raising $3 billion, while demand topped 
$6.6 billion, a deal that Russia painted as a 
victory over restrictive geopolitics. 
Global investors stomached political risks, 
including signs that Western sanctions may get 

tighter, and bought the bonds as the yields 
offered by Moscow were relatively high. 
Sources close to the ministry have told 
Reuters that later this year Russia may offer 
to swap Eurobonds maturing in 2018, 2018 
and 2030. 

 
(Writing by Andrey Ostroukh; Editing by Toby Chopra) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

IMF recommends Russia ease 

monetary policy gradually  

10-Jul-2017  
MOSCOW, July 10 (Reuters) - The International 

Monetary Fund recommended Russia ease 
monetary policy gradually given the uncertain 
size of the output gap in the country's 
economy and risks that inflation would 
accelerate again, the Fund said in a report on 
Monday. 

The international lender, which restated its 
forecast for Russian gross domestic product 
growth of 1.4 percent this year and next, also 

said the main risk to Russia's economy remained 
a fall in oil prices. 
The IMF added that it saw a need for a credible 
fiscal rule in Russia to allow for a smoother 
response to oil price changes and to build 
adequate savings. 

It repeated a call for structural reforms to raise 

Russia's productivity and the medium-term 
growth outlook. 
 
(Reporting by Alexander Winning; Editing by Andrey 
Ostroukh) 
(( alexander.winning@tr.com ; +7 495 775 1242; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
 
 

Share of foreigners in Russia's OFZ 

market falls  

13-Jul-2017  

ST PETERSBURG, Russia, July 13 (Reuters) - 
The share of foreign investors in Russia's 
rouble-denominated domestic bond market 
slipped from record high to below 30 percent, 

the central bank's First Deputy Governor 
Ksenia Yudayeva said on Thursday. 

mailto:andrey.ostroukh@thomsonreuters.com
mailto:alexander.winning@tr.com
rm://alexander.winning.thomsonreuters.com@reuters.net/
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The share of foreigners holding Russia's treasury 

bonds known as OFZs hit an all-time high of 

30.7 percent in early June, the central bank data 
showed earlier this month. 
The rouble weakened since early June while the 
central bank trimmed its key rate, denting 
appeal of buying into rouble-traded OFZ bonds, 
analysts have said. 

 
(Reporting by Andrey Ostroukh and Elena 
Fabrichnaya; writing by Andrey Ostroukh; editing by 
Polina Devitt) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Serbia 

Serbia sells below-target 18.4 mln euro 

in 10-yr T-bonds, yield flat  

13-Jul-2017  
BELGRADE (Serbia), July 13 (SeeNews) - Serbia 

sold on Thursday 18.4 million euro ($21 
million) of ten-year Treasury bonds, equal to 

42.95% of its offer, the finance ministry's 
treasury department said. 

The treasury department said in a statement it 
sold the T-bonds at an annual yield of 4.0%, flat 
from the last such auction in March. 
The government paper will mature on March 17, 
2027. 
 
($=0.8773 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 

LATIN AMERICA   

 

Argentina 

Argentina refinances $840 million in 

maturing treasury notes  

12-Jul-2017  

BUENOS AIRES, July 12 (Reuters) - Argentina 

refinanced $840 million in maturing dollar-
denominated treasury notes after receiving 
$1.75 billion worth of orders, the finance 
ministry said in a statement on Wednesday.  
That included $500 million in 273-day treasury 
notes maturing in April 2018 and $250 million in 
455-day treasury notes maturing in October 

2018. Another $90 million of debt was sold 
directly to public entities.  
 
(Reporting by Luc Cohen) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Buenos Aires province's first euro bond 

in 15 yrs sees demand  

13-Jul-2017  
By Paul Kilby 

NEW YORK, July 13 (IFR) - The Province of 

Buenos Aires launched its first euro trade in 
over 15 years on Thursday - a €500m 5.5-year 
bond - after securing an order book that was 
over six times covered. 

The deal drew a large crowd despite recent rate 
volatility in Europe and the US and a less than 
stellar performance from Argentina's own euro 
offering printed in October.  

A calmer backdrop on Thursday following more 
dovish comments from the Federal Reserve and 
the European Central Bank opened an 
opportunity to pull the trigger. 
Order books were heard peaking at over €3bn, 
encouraging leads to squeeze pricing 
substantially from start to finish to set a final 

yield of 5.5%. 

"It was the typical bait and switch, jamming it in 
50bp," said Sean Newman, a senior portfolio 
manager at Invesco. 
Even so, Newman still found value in a trade 
that swapped back at a yield of 7.5% in dollars 
versus just 6% on the province's dollar-

denominated 2023s. 
"Even when you swap back to dollars, this deal 
looks cheap," he said.  
It also offered a decent pick up to Argentina's 
sovereign euro curve, where the country's 
3.875% 2022s and 5% 2027s were being quoted 
at 3.96% and 5.85%. 

Bankers put fair value on a 5.5-year Argentina 
euro bond at 4.18%-4.35%, leaving the Buenos 

Aires deal 115bp-130bp over the sovereign 
versus just 90-100bp in the dollar market.  
The province's shorter-dated tenor also arguably 
brought some comfort to investors burned in 

Argentina's last euro deal, especially holders of 
2027s which is still wide to its original yield of 
5.125%. 
"The sovereign's five-year has outperformed and 
that is why PBA is coming with a 5.5-year," said 
a banker.  
"It is their return to this market and they 

wanted investors to get acquainted with the 
name through a low duration bond." 
The 144A/RegS deal is being led by Deutsche 
Bank, HSBC and Santander. Ratings are B3/B. 

Pricing is expected later on Thursday. 
 
(Reporting By Paul Kilby; editing by Shankar 
Ramakrishnan) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Argentina files $12.5 bln debt shelf 

registration with SEC  

14-Jul-2017  
BUENOS AIRES, July 13 (Reuters) - Argentina 

presented the U.S. Securities and Exchange 
Commission (SEC) with a filing on Thursday 
that would enable it to issue up to $12.5 
billion in debt in the United States in the 
future. 

The filing, known as a debt shelf, did not include 
a time frame in which the South American 

mailto:andrey.ostroukh@thomsonreuters.com
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country may issue the debt. Latin America's No. 

3 economy has issued nearly $10 billion of 

dollar-denominated debt in 2017, most recently 
a $2.75 billion 100-year bond that took markets 
by surprise. 
The country has tapped global capital markets 
with greater frequency since business-friendly 
President Mauricio Macri settled with holdout 
creditors in April 2016, ending a decade-long 

legal dispute that had contributed to 
Argentina's market pariah status since its 
2002 default.  
Argentina plans to issue a total of $12.75 
billion worth of foreign currency debt in 2017 
to help finance a primary fiscal deficit 
estimated at 4.2 percent of GDP. The country 
aims to cut its deficit to 3.2 percent of GDP 
next year.  

A Finance Ministry spokeswoman could not be 
reached for comment after normal business 

hours.  
 
(Reporting by Nicolas Misculin and Luc Cohen; Editing 
by Andrew Hay) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Chile 

S&P downgrades Chile sovereign debt 

for first time in decades  

14-Jul-2017  
By Gram Slattery 
SANTIAGO, July 13 (Reuters) - Credit ratings 

agency S&P downgraded Chile's long-term 
foreign currency rating to 'A+' from 'AA-' on 
Thursday, the country's first downgrade since 
the 1990s, as weak business confidence and 
low prices for key export copper have eaten 
into fiscal revenues. 

Chile, Latin America's wealthiest country, is the 
region's highest-rated sovereign debt holder, 
with a long record of stability, sound fiscal 

management, and rainy-day buffers in the form 
of sovereign wealth funds. 

But falling commodities prices have severely 
hurt the export-dependent economy in recent 
years, while a number of corruption scandals in 
a country that takes pride in its probity have 

sapped confidence. Business leaders also blame 
the center-left government of President Michelle 
Bachelet for generating uncertainty by trying to 
push a raft of social and economic reforms 
through an increasingly fractured Congress. 
"The downgrade reflects prolonged subdued 
economic growth that has hurt fiscal 
revenues, contributed to increases in the 

government's debt burden, and eroded the 
country's macroeconomic profile," S&P said.  

The downgrade was not entirely unexpected. 
S&P had changed its bias on Chile to "negative" 
from "stable" in January, following a similar 
move by Fitch in December. However, it is likely 
to be used as fodder by the political right in this 
year's presidential election, scheduled for 

November. 

The front-runner, billionaire former President 

Sebastian Pinera, has framed his candidacy as 
an opportunity to return to the steady growth for 
which Chile is known after years of stagnation. 
Shortly after the downgrade was announced, 
Chilean Finance Minister Rodrigo Valdes told 
journalists that Chile was still the highest-rated 

country in the region, sharing the same rating 
with a number of high-income countries in 
Europe. 
He added, however, that the country had to 
"continue taking seriously" its commitment to 
reducing its fiscal deficit. 

"We have to ensure that we have a credible 
fiscal trajectory," he said. 
 
(Reporting by Gram Slattery; Editing by Jonathan 
Oatis) 
(( gram.slattery@thomsonreuters.com ; +562-2370-
4229) ) 
 
 

Colombia 

Fitch says Colombia's fiscal slippage 

could risk outlook   

11-Jul-2017  
July 11 (Reuters) - Fitch : 
Fitch says Colombia's fiscal slippage could risk 
outlook. 

Fitch says Colombia's growth and fiscal metrics 
remain at risk from oil sector outlook. 
Fitch-Colombia's creditworthiness could be 
pressured if growth lower than expected, 
higher fiscal deficits undermine efforts to 
stabilize government's debt burden. 

Fitch on Colombia - further significant falls in oil 

production would undermine overall growth 
prospects as well as oil revenues . 
Fitch on Colombia says delays in completion of 
4G infrastructure projects would also undermine 
medium-term growth. 
Fitch says now debt to GDP of Colombia is 
expected to stabilize in 2018 instead of 
beginning to fall, as expected in 2016 report.  

Fitch on Colombia - government expects oil 
production to stabilize in 2018 and only 
gradually fall afterwards. 
Fitch on Colombia -changed fiscal targets don't 
jeopardize trend toward reducing debt burden in 
medium term, but they do highlight risks of 
fiscal slippage . 

 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Uruguay 

Moody's changes outlook on Uruguay's 

BAA2 rating to stable from negative  

14-Jul-2017  
July 13 (Reuters) - Moody's 
Moody's changes outlook on Uruguay's BAA2 
rating to stable from negative; rating 
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affirmed. 

Moody's says Uruguay government's senior 

unsecured government bond ratings were 

affirmed at BAA2, as was senior unsecured shelf 
program rating at (p)BAA2. 
Moody's says Uruguay's long-term local currency 
country risk ceilings remain unchanged at A2. 
Moody's- key drivers for outlook change are 

Uruguay government's "strong" commitment to 
fiscal consolidation, improving macroeconomic 
performance . 
Moody's says uruguay's foreign currency bond 
ceiling & foreign currency bank deposit ceiling 
also remain unchanged at A2/P-2 and BAA2/P-2, 
respectively. 

 
(( bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Venezuela 

Venezuela's PDVSA postpones bond 

investor calls  

11-Jul-2017  
By Paul Kilby and Davide Scigliuzzo 
NEW YORK, July 11 (IFR) - Venezuela's PDVSA 

has postponed bond investor calls scheduled 

for this week, in yet another misstep by the 
cash-strapped oil company battling to meet 
debt payments.  

With lawyers yet to sign off on a presentation 

containing non-public information, PDVSA 
decided to wait, investors who had talked to 
BancTrust, the bank organizing the calls, told 
IFR.  

Before the call, PDVSA also wanted to publish 
2016 financials with a major auditor's opinion on 
the figures - something it failed to do the year 
before, an investor was told. 
Calls were seen as a welcome step by a buyside 
that had struggled to extract information from 
PDVSA as the country falls deeper and deeper 

into economic and political crises  
"Investors have a laundry list of questions on 
everything from the operational performance to 

the political backdrop," Sean Newman, a senior 
portfolio manager at Invesco, told IFR last week.  
PDVSA's recent efforts to address buyside 
concerns have largely failed, and the markets 

have grown accustomed to what is seen as 
characteristic mismanagement from a 
government with little market savvy. 
But with the former head of Citgo reportedly 
being offered the PDVSA presidency last month, 
hopes were that new management could on this 

occasion lay out a clearer message. 
It appears they will now have to wait until later 
in the year. 
"They will apparently try again once they publish 
the 2016 financials, so they don't run the risk of 

releasing material non-public information," one 
investor said. 

Those results are expected to be released 
around July 28, so calls could take place during 
the first week of August, said another buyside 

account.  

That would put any deal about a month away 

from the start of a series of big bond payments.  
Holders of the 8.5% 2020s are owed a US$842m 
amortization payment on October 27; five days 
later another US$1.121bn is due on the 8.5% 
November 2 2017s. 
PDVSA's managing director of planning was 

quoted by Reuters on Tuesday saying that the 
company could seek to renegotiate the October 
bond payments. 
The 2017s were inching lower in morning trading 
to be quoted at 86.50-87.50, reflecting 
uncertainty over whether PDVSA can cover its 

payments later in the year. 
"With less than a year to go (to maturity) you 
would want to see that bond on the other side of 

90," said Michael Roche, an EM fixed-income 
analyst at Seaport Global. 
Investors had been told that a possible US dollar 
bond could follow the investor calls, but 

accounts remain skeptical.  
Any bond is likely to face scrutiny from an 
emboldened political opposition, and many 
doubt that a smaller bank like BancTrust could 
pull off a trade of substantial size.  

In June, Goldman Sachs faced a barrage of 
criticism after buying US$2.8bn of PDVSA 6% 
2022s - dubbed "hunger bonds" because the 
government slashed food imports to meet hefty 

debt obligations.  
And with little collateral left to sweeten a debt 

sale, investors are likely to demand very high 
yields on any new issue. 
"We know where the last mark-to-market on a 
new deal is," said Newman, referring to a Wall 

Street Journal report that Goldman offloaded 
some of its PDVSA 2022s at just 32.5 cents, 
slightly more than the 31 it paid. 
 
(Reporting by Paul Kilby and Davide Scigliuzzo; 

Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
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Congo 

Fitch Affirms the Republic of Congo at 

'CCC'  

11-Jul-2017  

(The following statement was released by the 
rating agency) 

HONG KONG, July 11 (Fitch) Fitch Ratings has 

affirmed the Republic of Congo's Long-Term 
Foreign- and Local-Currency Issuer Default 

Ratings (IDRs) at 'CCC'. The issue ratings on 

Congo's senior unsecured foreign-currency bond 
are also affirmed at 'CCC'. The Country Ceiling 
has been affirmed at 'B+' and the Short-Term 

Foreign- and Local-Currency IDRs at 'C'. 
KEY RATING DRIVERS 
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The Republic of Congo's rating reflects large 
fiscal and external deficits caused by a limited 

policy response to the fall in oil prices, 
increasing constraints on deficit financing, 
rapidly accumulating debt, high domestic and 
external arrears, and poor public finance 
management with a weak track record of debt 

repayment. While talks about IMF credit facility 
are on-going, an agreement on and 
implementation of a programme remain 
uncertain. 

Fitch expects the tight financing conditions 
brought about by the drop in oil prices in 2014 
to persist over the coming two years. As a 

result of wide budget deficits, averaging at 
15% of GDP in 2014-2016, financing needs 
are substantial while the main financing 
sources have dried up and there is a high 
concentration of debt maturities in 2017-

2020. Reflecting the erosion of fiscal buffers, 

deposits with Banque des Etats d'Afrique 
Centrale (BEAC, the central bank of the CEMAC 
region) and commercial banks have dropped to 
5% of GDP in 2016, from 19.6% in 2014. In 
parallel, statutory advances from BEAC reached 
their ceiling and have been frozen under a 

decision taken by the CEMAC heads of States in 
December 2016. Access to new external bilateral 
loans, including from China, has reportedly been 
tightened. 
The authorities have explored alternative 
sources of financing. A XAF150 billion (3.2% of 

GDP) bond was issued on the regional market in 

November 2016 and a USD250 million (3.1% of 
GDP) loan was granted to Congo by the African 
Export-Import bank in 1Q17. However, the 
limited absorption capacity of the regional 
market is poised to reduce further, as BEAC has 
embarked on a gradual tightening of the 
monetary policy to ease pressures on the 

exchange rate peg. While public debt remains 

mostly concessional, continued recourse to 
high-cost market financing would aggravate 

the strain on public finances. Support by 
regional multilateral institutions could also wane 
if Congo continues to lag other CEMAC members 
in entering an IMF programme. 

Although an IMF credit facility would ease 
financing constraints and could crowd-in support 
from other creditors, the prospect for Congo to 
conclude an agreement remains uncertain. The 
fund's negotiations with Congo are continuing, 
while IMF support programmes for Cameroon 
and Gabon have been approved in June 2017. A 

failure to reach an agreement with the IMF, or 
low compliance with programme targets in case 
an accord is reached would aggravate the strain 
on liquidity and compound the weaknesses of 
public finances over the medium term. 
The partial recovery in oil revenues over the 

coming two years will provide only limited relief 
to public finances. Fitch forecasts oil receipts to 

average 15% of GDP in 2017-2018, up from 9% 
in 2016, but still well below the 31% registered 
in 2010-2014. This improvement is due to the 
moderate increase in oil prices and to new oil 
fields coming online, with Moho Nord production 

having started in March 2017. The government 

predicts oil production growth of 13% in 2017 

and 24% in 2018. As oil production has 
systematically under-achieved against forecasts 
during the last few years, Fitch assumes an 
increase of just 10% in 2017 and 23% in 2018 
and a gradual decline starting in 2019. 
The willingness of the authorities to 

implement fiscal consolidation sufficient for a 
substantial narrowing of the budget deficit is 

uncertain. Despite the drop in oil revenue, 
public investment remained elevated in 2016, at 
12% of GDP, although down from the staggering 
23% average recorded in 2012-2015. This has 

resulted in the general government deficit 
only narrowing to 13.5% of GDP in 2016 
according to official figures and 16.5% 

according to Fitch's estimates based on the 

use of financing sources. We forecast the 
deficit to shrink to 3.5% of GDP in 2017 on a 
commitment basis and 7% on a cash basis, as 
oil revenues recover while investment spending 
targets are revised downwards due to funding 
constraints. 
According to Fitch's estimates, general 
government debt (GGD) rose to 85% of GDP 
in 2016 and will edge up further to 86% in 
2017, more than quadrupling since Congo 
reached the completion point under the HIPC 

initiative in 2010. This figure includes official 
estimates for domestic and external arrears 
worth XAF595.7 billion, equivalent to 12.6% of 

GDP and the estimate may be revised upwards. 

The high level of arrears illustrates the structural 
shortcomings of public finance management, 
which Fitch regards as a major credit weakness, 
with a poor payment track record, high 
susceptibility to oil price fluctuations, and low 
data quality and transparency. Weak public 
finance management has resulted in a 

temporary failure to pay interest and principal of 
USD17 million on a Eurobond mid-2016, amid 
severe cash strain for the government. 
Macroeconomic performance is weak, with real 
GDP dropping 2.7% in 2016 and expected to 
decline again in 2017. Non-oil activity is in 

recession due to lower public investment, 

shortages caused by the disruption of the 
transport network between Brazzaville and 
Pointe-Noire following the destruction of major 
bridges by armed rebels, and high public arrears 
weighing on private-sector financing conditions. 
However, the spill-over from the oil sector 

should lead to a gradual recovery in 2018. The 
poor quality and limited availability of national 
accounting data remain an obstacle to an 
accurate assessment of economic activity. 
The current account deficit (CAD) is forecast to 
narrow to 10% of GDP in 2017 from 29% in 
2016, as oil revenue recover and imports 

moderate in line with public investment. 
Consequently, foreign exchange reserves should 

gradually increase, contributing to the 
stabilisation of reserves on the regional level. 
However, this improvement is highly dependent 
on the recovery in oil revenue, which have 

accounted for 70% of current external receipts 
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since 2010, as well as on the authorities' 

willingness to exercise restraint on public 

investment. 
Congo ranks among the lowest of Fitch-rated 
sovereigns in terms of governance and 
development indicators. A challenging 
institutional framework and poor business 
climate are weighing on foreign investment in 
the non-oil sector and impeding the 
diversification of the economy, with the 
country's high potential in agriculture and 

mining remaining untapped. Political risks are 
high as tensions flared around the re-election of 
President Sassou N' Guesso in March 2016. 
Parliamentary elections are due in July 2017. 
Ongoing fighting between the government and 
armed rebels in the Pool region is disrupting 
economic activity, displacing thousands of 

citizens, and pose a continued threat to political 
stability. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns the Republic of 
Congo a score equivalent to a rating of 'CCC' on 
the Long-Term Foreign Currency IDR scale. 

Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final 
Long-Term Foreign Currency IDR. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three year-centred averages, 

including one year of forecasts, to produce a 

score equivalent to a Long-Term Foreign 
Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 
are not fully quantifiable or not fully reflected in 

the SRM. 
RATING SENSITIVITIES 
The Long-Term IDRs do not have an Outlook. 
Developments that could result in a downgrade 
include: 
-Intensified economic and financial stress 
leading to heightened risk of non-payment on 

principal or interest due on debt securities 
issued in public markets. 

Developments that could, individually or 
collectively, result in an upgrade, include: 
-Material and sustained improvement in the 
liquidity of the government, resulting from rising 

budget revenue, a sustained reduction of 
investment spending or improving deficit 
financing options; 
-A sustained improvement in fiscal balances 
leading to a marked decline of the government 
debt-to -GDP ratio; 
-Evidence of a material improvement in public 

finance management capacity. 
KEY ASSUMPTIONS 
Fitch assumes no break-up of the CEMAC 

monetary zone and no devaluation of the CFA 
franc. 
Global economic trends and commodity prices 
are expected to develop as outlined in Fitch's 

Global Economic Outlook. Fitch assumed that 
Brent crude will average USD52.5/barrel in 

2017, USD55/barrel in 2018 and USD60/barrel 

in 2019. 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

IMF says Congo assistance contingent 

on political progress  

11-Jul-2017  
By Aaron Ross 
KINSHASA, July 11 (Reuters) - The IMF has told 

Democratic Republic of Congo that "a credible 
path toward political stability" will probably 
be a condition of any assistance package, a 

letter seen by Reuters showed on Tuesday. 

In the letter dated June 29 and addressed to 
Prime Minister Bruno Tshibala, IMF Managing 
Director Christine Lagarde also said that balance 
of payments support would require buy-in from 
traditional donors whose relations with President 
Joseph Kabila's government have soured 

recently.  
Lagarde said that Tshibala wrote to her on June 
12 to request discussions with the International 
Monetary Fund over a so-called rapid credit 
facility to address the fallout of low commodity 

prices and high government deficits on Africa's 
top copper producer. 
Congo has only enough foreign currency 
reserves to cover about three weeks of 
imports and its franc currency has lost 40 
percent of its value in the past year. 
But Western donors are reluctant to aid the 
government of Kabila, who refused to step 
down when his mandate expired last 
December. They also accuse government 
forces of widespread human rights abuses - 
charges the authorities deny. 

Lagarde proposed an Article IV visit by an IMF 

delegation for the second half of September but 
cautioned that any assistance would come with 

strings attached.  
"Our support will need to be part of a context 
that permits an improvement of the 
macroeconomic situation and that involves 
financing from the principal partners of the 

DRC," she wrote. 
"To fulfill these two conditions, a credible path 
toward political stability will probably be a 
prerequisite," Lagarde added.  
A spokesman for Tshibala's office said the 
government was open to the discussions 

proposed by Lagarde but he did not know if the 
offer of a September IMF mission had been 
accepted. 
Congo's political crisis has shown few signs of 

easing. The election commission president said 
on Sunday that a vote to replace Kabila, 
originally due last November, was unlikely to 

take place in 2017, because of delays registering 
millions of voters. 

mailto:peter.fitzpatrick@fitchratings.com
mailto:wailun.wan@fitchratings.com
http://www.fitchratings.com/
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Further delays could trigger additional unrest 

following anti-government street protests last 

year in which security forces killed dozens of 
demonstrators. 
Donors also say greater transparency should be 
a precondition for any assistance. The IMF 
suspended its last financial aid to Congo - a 
$560 million loan programme - in 2012 after the 

government failed to provide sufficient details on 
the sale of state mining assets to an offshore 
company.  
 
(Reporting by Aaron Ross; Editing by Joe Bavier and 
Susan Fenton) 
(( Aaron.Ross@thomsonreuters.com ; +243 81 51 00 
107; )) 
 
 

Egypt 

Fitch: Egypt's Budget, Energy Price 

Rises Show Fiscal Commitment  

12-Jul-2017  
(The following statement was released by the 
rating agency) 
HONG KONG/LONDON, July 12 (Fitch) Egypt's 

new budget and lower electricity and fuel 
subsidies demonstrate a continued 
commitment to fiscal consolidation and 
economic reform, backed by the country's IMF 

programme, Fitch Ratings says. Narrowing the 

fiscal deficit supports Egypt's sovereign credit 
profile, but significantly reducing the public debt 
ratio is a multi-year task. 
Egypt's parliament last week passed the state 
budget for the 2017-18 fiscal year (FY18, 
starting 1 July). The government had earlier cut 
fuel subsidies in a move that will save around 

EGP35 billion (USD2 billion) compared with 
FY17, when subsidy spending increased owing to 
sharp currency depreciation. Fuel subsidy reform 
is a key element of Egypt's USD12 billion IMF 
programme. 
The government has also followed through on its 

plan for a fourth round of electricity subsidy 
reform, lowering the electricity subsidy bill to 

EGP30 billion, although it has extended the 
deadline for phasing out electricity subsidies to 
2021 from 2019. 
Cutting energy subsidies at the beginning of the 
fiscal year gives us greater confidence in the 

authorities' willingness to control expenditure 
and hence in the credibility of fiscal targets. The 
FY18 budget aims to reduce the budget sector 
fiscal deficit to 9.1% of GDP (with a primary 
surplus of 0.3% of GDP), from an estimated 
10.9% of GDP in FY17. 
Fitch's forecast of 9.3% (and a primary deficit 

of 0.3%) implies modest slippage against the 

target while maintaining deficit reduction. We 

think there is scope for stronger-than-budgeted 
revenues given high inflation and following the 
introduction of VAT last October. VAT should be 
a significant source of FY18 revenue due to an 
increase in the rate to 14%, the full-year effect, 

and improved administration of VAT on services. 

Our slightly wider forecast reflects the prospect 

of higher-than-budgeted spending. The 

government is increasing social spending, for 
example on food subsidies and pensions and a 
partial cost of living adjustment for government 
employees. Nevertheless, the wage bill is still 
only budgeted to increase by around 8% in 
FY18, which even with attrition from retirements 

would be significantly below the rate of inflation. 
We think there is some scope to offset higher 
spending by reducing capex, depending on how 
revenue performs. 
Public finances are a key weakness in Egypt's 
sovereign credit profile. We estimate that the 
general government debt/GDP ratio exceeded 
100% at end-FY17 following the flotation of 

the Egyptian pound. We forecast a decline to 
87.9% in FY19, but this is highly dependent 
on securing a small primary surplus and 
increasing economic growth. 

The FY18 budget projects GDP growth of 4.6%, 
broadly in line with Fitch's forecast. We think 
politics presents the key risk to consolidation, 
which stalled in FY16 around parliamentary 
elections. There may be a similar risk ahead of 

the presidential elections due by May 2018. 
Measures already legislated for (including civil 
service reform and the introduction of VAT), 
together with the IMF programme, provide a 
stronger policy anchor. But political sensitivity to 
the social impact of spending cuts and high 

inflation still presents implementation risk. 

Headline inflation was 29.8% yoy in June and is 
set to rise back above 30% following the energy 
price hikes. The central bank raised interest 
rates by 200bp for the second consecutive policy 
meeting on 6 July, with the aim of controlling 
inflation expectations. 

We affirmed Egypt's 'B'/Stable sovereign rating 
on 22 June. Egypt's sovereign credit profile was 
among the topics discussed at our Fitch on the 
Middle East and North Africa event in London on 
6 July. 
 
Media Relations: Athos Larkou, London, Tel: +44 203 

530 1549, Email: athos.larkou@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

Foreign purchases at Egypt's T-bill sale 

at 7.9 bln Egyptian pounds 

13-Jul-2017  

CAIRO, July 13 (Reuters) - Foreign holdings in 

Egyptian government securities totalled 7.9 
billion Egyptian pounds ($440.11 million) as 
of July 13, the head of public debt at Egypt's 
Finance Ministry, Sami Khallaf, told Reuters 
on Thursday. 

Appetite for Egypt's domestic debt has increased 
since the central bank floated the pound 

currency in November as part of an International 
Monetary Fund loan agreement aimed at 
reviving the economy. 

mailto:Aaron.Ross@thomsonreuters.com
mailto:athos.larkou@fitchratings.com
http://www.fitchratings.com/
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($1 = 17.9500 Egyptian pounds) 
(Reporting by Eric Knecht; Writing by Amina Ismail; 
Editing by Alison Williams) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
 
 

IMF approves Egypt second loan 

payment of $1.25 bln  

14-Jul-2017  
CAIRO, July 14 (Reuters) - The International 

Monetary Fund said on Friday it had approved 
a second loan instalment worth $1.25 billion 
for Egypt. 

Egypt agreed a three-year, $12 billion IMF loan 
programme in November that is tied to 

ambitious economic reforms such as subsidy 

cuts and tax hikes. 
“I would like to congratulate the people of Egypt 
and the authorities for their success in pursuing 
their ambitious economic reform program. The 
approval by the IMF Executive Board of the First 
Review of the program shows the IMF’s strong 
support for Egypt in these efforts, "Christine 

Lagarde, Managing Director of the IMF said in a 
statement. 
 
(Reporting by Amina Ismail; Editing by Andrew Hay) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
 
 

Kenya 

Fitch Affirms Kenya at 'B+'; Outlook 

Negative  

11-Jul-2017  
HONG KONG/LONDON, July 11 (Fitch) Fitch 

Ratings has affirmed Kenya's Long-Term 
Foreign and Local Currency Issuer Default 
Ratings (IDRs) at 'B+' with a Negative 
Outlook. The issue ratings on Kenya's senior 
unsecured foreign-currency bonds are also 

affirmed at 'B+'. The Country Ceiling has been 
affirmed at 'BB-' and the Short-Term Foreign 

and Local Currency IDRs at 'B'. 
KEY RATING DRIVERS 

The 'B+' ratings reflect Kenya's solid growth 
record, strong medium-term growth potential, 
and favourable business environment. However, 
the ratings are constrained by Kenya's low GDP 
per capita, sizeable current account and budget 
deficits, and political risks. 

Fitch forecasts GDP growth to slow to 5.4% in 
2017, down from the 5.8% outturn in 2016. In 
1Q17, growth slowed to 4.7% year on year, as 
the agricultural sector contracted 1.1% due to 
drought conditions. Slowing credit growth and 
uncertainty around the August elections are also 

weighing on the economy. However, Fitch 

continues to assess Kenya's medium-term 
growth potential as strong, sustained by 
improved security that has fuelled a recovery 
in tourism and high public spending that 
supports the construction sector. 

Fitch's baseline scenario envisages some limited 

disruption around the 8 August general 

elections, in which incumbent President Uhuru 
Kenyatta and his ruling Jubilee coalition will face 
opposition candidate Raila Odinga, who leads the 
newly constituted National Super Alliance 
(NASA) coalition. Odinga has been a candidate 
for the presidency three times previously, 

including in 2007 when protests of the outcome 
of the election triggered widespread ethnic and 
political violence. 
We do not foresee violence at the level of 2007; 
however, the opposition's frequent disputes with 
the Independent Electoral and Boundaries 

Committee raise the prospect that an NASA loss 
could lead to protests. In addition to presidential 
and parliamentary elections, Kenyans will also 

go to the polls to select governors and 
representatives for the 47 counties established 
by Kenya's 2010 Constitution. The devolution of 
a greater share of fiscal and political power to 

the counties could be a touchpoint for an 
increase in violence at the local level. 
Fiscal consolidation has yet to begin. Fitch 
estimates that the general government deficit 
in the fiscal year that ended in June 2017 
widened to 8.3% of GDP, above both the 
government's revised target of 6.9%, 
published in the Medium Term 2017 Budget 
Policy Statement and the 7.5% outturn in 

FY16. The deterioration in the fiscal deficit 

relative to the prior year was largely due to an 

increase in execution of capital expenditure to 
fund ongoing infrastructure projects, including 
the just-completed Phase 1 of the Standard 
Gauge Railway, and election-related current 
expenditure. General government expenditure 

was an estimated 29.4% of GDP in FY17, up 
from an average of 25.2% in the previous five 
years. 
Kenya's FY17/18 Budget signals that the 
government plans to shrink the deficit and 
prioritise public debt sustainability. Fitch 
forecasts the fiscal deficit to narrow to 6.4% of 

GDP in FY18, as expenditure falls closer to 
average historical levels and improvements to 
revenue administration and collection begin to 

show results. Fitch's forecast is more 
conservative than the government's budget 
target of 6% of GDP, reflecting downside risks 
from slower-than- expected growth and lower 

revenue collection. 
General government debt reached 56% of 
GDP at FY17 (measured by the nominal value 
of debt), a level comparable to 'B' rated peers; 
however, debt servicing costs consume an 

outsized portion of Kenya's revenue. Both total 
debt and interest payments as a percentage of 
revenue, at 262% and 16.5% respectively, are 

higher than the 'B' medians of 227% and 9.6%. 
The key downside risk to public debt 
sustainability would be the government's 

inability to implement the fiscal consolidation 
envisaged in the FY17/18 Budget and the 
Medium Term Expenditure Framework. Over the 
medium term, the failure to translate newly built 

infrastructure into private sector growth and 

mailto:amina.ismail@thomsonreuters.com
mailto:amina.ismail@thomsonreuters.com
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higher tax revenue would also be a threat to 

fiscal consolidation and to debt sustainability. 

The drop in agricultural output has contributed 
to higher food prices and pushed inflation higher 
so far in 2017. Headline inflation peaked at 
11.7% in May, before falling to 9.2% in June, 
well above the Central Bank of Kenya's (CBK) 
5%/-2.5% inflation target. The CBK will likely 

hold off on further monetary easing until 
inflationary pressures subside. 
Fitch forecasts the current account deficit will 
widen slightly to 5.8% of GDP in 2017 from 
5.6% in 2016, but will remain well below the 
average of 9.2% recorded in 2011 to 2015. 

Lower oil prices, higher remittance flows and 
stabilising capital imports have all contributed to 
the narrowing current account deficit. Kenya's 

continued compliance with its IMF stand-by 
arrangement, which would make up to USD1.5 
billion available in the event of a negative 
balance of payments shock. 
The Kenyan banking sector is highly 
fragmented, with large domestic banks 
characterised by healthy funding and balance-
sheet liquidity and small banks, into which we 

have little insight. Asset quality has 
deteriorated, with non-performing loans rising to 
10% of total loans as of end-April 2017 from 6% 
at end-2015. Additionally, the full effects of the 
interest rate cap that was instituted in 

September 2016 have yet to become clear, but 
initial indications show evidence of credit 

rationing. Initial results suggest that the cap has 
had a marginal downward effect on credit 
growth, particularly in credit to SMEs and other 
high-risk segments of the credit market. Overall 

private sector credit growth has slowed further, 
to 3.3% at end-March 2017, continuing a trend 
in place since 2015 when it grew 17.8%. 
Kenya has continued to improve its rank in the 
World Bank's Doing Business Index, rising to 92 
in the 2017 ranking from 113 in the previous 
year. However, structural factors constrain the 

rating. The country is in the 22nd percentile of 
the UN Human Development Index. Kenya's 
governance indicators are weaker than the 'B' 
range median. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Kenya a score 

equivalent to a rating of 'B+' on the Long-Term 
Foreign Currency IDR scale. 
Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final 
Long-Term Foreign Currency IDR 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three year-centred averages, 
including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign 
Currency IDR. Fitch's QO is a forward-looking 

qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 

rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 

The main factors that could individually, or 

collectively, trigger a downgrade are: 

•Failure to implement planned fiscal 
consolidation and stabilise government 
debt/GDP; 
•Deterioration in the political or security 
environment undermining Kenya's long-term 
growth performance; 

•Widening of the current account deficit that 
stresses macroeconomic stability and leads to 
significant foreign exchange reserves drawdown. 
The Outlook is Negative. Consequently, Fitch 
does not currently anticipate developments with 
a high likelihood of leading to positive rating 

action. Developments that could, individually or 
collectively, result in the Outlook to being 
revised to Stable include: 

•Effective implementation of fiscal consolidation 
plans and stabilisation of government debt/GDP; 
•A longer track record of prudent economic 
management and successful implementation of 

structural reforms that foster an improved 
business environment and faster economic 
growth. 
KEY ASSUMPTIONS 
Fitch assumes the global economy evolves 
broadly in line with the projections in its latest 
"Global Economic Outlook". 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Mauritius 

Mauritius offers 3- and 5-year Treasury 

bonds for sale  

13-Jul-2017  
PORT LOUIS, July 13 (Reuters) - Mauritius is 

planning to sell three-year and five-year 

Treasury bonds worth a combined 3.8 billion 
Mauritius rupees ($110.92 million), according 
to a central bank statement seen by Reuters 
on Thursday. 

The Bank of Mauritius (BoM) said it would 
receive bids for the three-year notes worth 1.8 
billion rupees on July 20 and auction them on 
the same day. It said the coupon rate would be 
set equal to or higher than the lowest yield at 

the auction.  
The paper is due on July 25, 2020. 
BoM said it would also receive bids and auction 
five-year Treasury bonds worth 2 billion rupees 
on July 22. 
The bonds will mature on July 21, 2022, and 
their coupon rate will be determined in the same 

way as the three-year notes.  
 
($1 = 34.2600 Mauritius rupees) 
(Reporting by Jean Paul Arouff; editing by Elias 
Biryabarema) 

http://www.fitchratings.com/
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((Email: elias.biryabarema@thomsonreuters.com ; Tel. 
+254 20 499 1232; Reuters Messaging: 
elias.biryabarema.thomsonreuters.com@reuters.net )) 
 
 

Morocco 

IMF says Morocco ready for currency 

reform, but delay 'not a problem'  

10-Jul-2017  
RABAT, July 10 (Reuters) - Morocco's 

macroeconomic indicators indicate the 
country is ready to introduce a flexible 
exchange rate, but delaying the introduction 
is "not a problem", the International 
Monetary Fund said on Monday. 

Morocco, the region's biggest energy importer, 

has been working with a technical mission from 
the IMF on liberalising its currency regime after 
a drop in global oil prices helped strengthen its 
finances. 
Two weeks ago, Morocco's central bank 
postponed a planned announcement of the 
first phase of the reform for "a few days". The 
central bank gave no reason for the delay, but 

last week Prime Minister Saad Eddine El 
Othmani said the government needed "further 
studies" of the liberalisation plan. 

Postponing "by a few days, or weeks, is not a 
problem", said Nicolas Blancher, head of mission 
for Morocco in the IMF's Middle East and Central 

Asia Department. 
"Morocco has been ready, as we've already said. 

It's a sovereign and voluntary decision the 
Moroccan authorities have taken as part of a 
long process of integrating the country into the 
world economy," he told reporters in the 
Moroccan capital, Rabat, after an IMF staff visit 
to Morocco. 
"We don't see any big exposure to risk, we've 

done stress tests in the financial sector and 
we've seen the resistance of the Moroccan 
economy to external shocks," he said, adding 
that there was "no fundamental reason for the 
dirham to depreciate." 
Othmani has dismissed speculation that the 

liberalisation plan ran into problems and denied 

reports that one reason for the delay was a 
depletion of foreign reserves by $4.4 billion in 
the last two months.  
Central bank governor Abdellatif Jouahri has said 
the reform programme would not include any 
planned devaluation of the currency. 

Blancher, who met Othmani earlier on Monday, 
also said it was up to Moroccan authorities 
whether they wanted to renew a two-year, $3.5 
billion credit line agreed in July 2016 that is 
intended to help Morocco carry out structural 
reform. 
 
(Reporting by Samia Errazzouki; Editing by Aidan 
Lewis, Larry King) 
(( Aidan.Lewis@thomsonreuters.com ; +216-
29850352; )) 
 

 

Mozambique 

IMF team visits Mozambique after 

damning debt audit  

11-Jul-2017  
MAPUTO, July 11 (Reuters) - An International 

Monetary Fund (IMF) delegation landed in 
Mozambique on Tuesday to follow up on a 
damning external audit of $2 billion of 
controversial borrowing by companies 
controlled by the southern African nation's 
intelligence services. 

The IMF had stipulated that an audit, by risk 

management firm Kroll Inc, be carried out for it 
to resume financial support. However, the 

audit's findings remain troubling, in particular 
that at least $500 million had gone missing. 
Although the fallout from the debt, which was 
not cleared through parliament, has 
hammered one of the world's poorest 
economies, IMF managing director Christine 

Lagarde singled out the deals as "clearly 
concealing corruption". 

As such, it is hard for the IMF to resume its 
relationship as though nothing has happened. 
IMF country representative Ari Aisen declined to 
comment on the week-long mission, other than 
to say the fund would release a statement at its 
conclusion. 

Credit Suisse, Switzerland's second-biggest 

bank, and Russian lender VTB have come under 
scrutiny for their roles in negotiating the loans, 
one of which was a $500 million Eurobond 
issued ostensibly to build a state tuna-fishing 
fleet. 
The project has been a disaster, with most of 

the fishing boats sitting at anchor in Maputo. 
The audit found that the operating company, 
Ematum, did not have the correct fishing 
permits. 
 
(Reporting by Ed Cropley; Editing by Joe Brock) 
(( edward.cropley@thomsonreuters.com ; +27 11 775 
3165; Reuters Messaging: 
edward.cropley.thomsonreuters.com@reuters.net )) 
 
 

Nigeria 

Nigeria sees debt service of $483.4 mln 

on foreign loans in 10 years  

11-Jul-2017  
LAGOS, July 11 (Reuters) - Nigeria's debt office 

plans to use $483.4 million to service its 
foreign debt over a 10-year period and make 
repayments starting from next year as its 
dollar debts begin to mature, it said in its 
annual report. 

Debt Management Office (DMO) projects debt 

service repayments to amount to a total of 
$4.47 billion to be made in 2018, 2021 and 
2023. 
Nigeria issued a debut eurobond in 2011 with a 
follow up tranche in 2013. Between February 
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and March the West African country issued $1.5 

billion due in 2032. 
The DMO report said Nigeria's debut $500 
million bond will mature in 2021, while a $1 
billion will be due next year. 
Africa's biggest economy expects a budget 
deficit of 2.36 trillion naira this year as it tries 
to spend its way out of a recession. It expects 
to raise money to cover the gap from 
domestic and foreign sources. 

 
(Reporting by Oludare Mayowa; Editing by Chijioke 
Ohuocha and Pritha Sarkar) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 
 

Nigeria to issue 205 bln naira in 

treasury bills next week  

12-Jul-2017  

LAGOS, July 12 (Reuters) - Nigeria plans to 

issue 204.95 billion naira ($651.7 mln) in 
treasury bills at an auction on July 19, the 
central bank said. 

The bank aims to raise 36.78 billion naira in 
three-month bills, 39.17 billion naira in six-
month paper and 129 billion naira in one-year 
bills. 

Nigeria's central bank issues treasury bills twice 
a month to help the government to finance its 
budget deficit, curb money supply growth and 
provide an avenue for lenders to manage 

liquidity. 
Africa's biggest economy expects its budget 

deficit to hit 2.36 trillion naira this year as it 
tries to spend its way out of recession, with 
more than half the deficit financed through local 
borrowing. 
Finance Minister Kemi Adeosun on Tuesday said 
that Nigeria should not borrow more to fund its 
budget and instead raise the money it needs by 

other means. 
 
($1 = 314.50 naira) 
(Reporting by Oludare Mayowa; Editing by Chijioke 
Ohuocha and David Goodman) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 
 

Nigeria sells local bonds at 16.25 pct, 

same as inflation rate  

13-Jul-2017  
By Oludare Mayowa 
LAGOS, July 13 (Reuters) - Nigeria sold 10 and 

20-year bonds denominated in the local 
currency at 16.25 percent, the same as the 
inflation rate, at an auction on Wednesday, 

auction data showed on Thursday. 

Nigeria's annual inflation eased for the fourth 
straight month in May to 16.25 percent from 

17.24 percent in April, while analysts expect the 
consumer price index to have declined further in 
June. 
However, the Debt Management Office (DMO) 

sold less of the five-year bond at the auction 
than it initially offered as the yields on offer 

failed to attract investors seeking higher returns 

on the debt, auction data showed. 

Nigeria's debt office sold a total of 105.96 billion 
naira worth of five, 10 and 20-year bonds at the 
auction. The amount raised was less than the 
135 billion naira it had initially proposed to issue 
at the auction. 
A total of 47.01 billion naira of the 10-year 

paper was raised at 16.25 percent against 16.19 
percent previously, while 55.05 billion naira 
worth of the 20-year bond was sold at 16.25 
percent, compared with 16.19 percent 
previously. 
It sold 3.90 billion naira worth of the five year 

debt at 16.24 percent compared with 16.19 
percent at last month's auction. The amount 
raised was short of the 35 billion naira initially 

offered by the DMO. 
"The low demand for the 2021 bond was a 
reflection of the level of liquidity in the 
market and the pricing of the bond which was 
lower than the prevailing rate at the 
secondary market," a senior fixed income 

dealer told Reuters. 

The dealer said that while the 2021 paper was 
trading around 16.30 percent at the secondary 
market, the debt office sold it at 16.24 percent, 
which investors considered unattractive to them. 
The debt office however sold more of the 2037 
paper at the auction. 

 
(Reporting by Oludare Mayowa; editing by Alexis 
Akwagyiram; Editing by Toby Chopra) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 
 

South Africa 

South Africa faces tough budget 

choices in recession  

13-Jul-2017  
JOHANNESBURG, July 13 (Reuters) - South 

Africa has tough decisions to make going into 
its next budget as the nation is in its first 
recession since 2009 after several years of 

low growth, the finance minister said on 
Thursday. 

"...lower than expected growth is likely this year 
which will put strain on fiscal framework. Going 
into the October medium term budget policy 
statement, we will have some tough decisions to 
make," Finance Minister Malusi Gigaba said at 
the Thomson Reuters economist of the year 

awards. 
Gigaba is set to brief the media later on 
Thursday about the government's plan for 
"inclusive growth". 
 
(Reporting by TJ Strydom; Editing by Toby Chopra) 
(( tj.strydom@thomsonreuters.com ; +27 11 775 
3150; Reuters Messaging: 
tj.strydom.thomsonreuters.com@reuters.net )) 
 

mailto:oludare.mayowa1@thomsonreuters.com
mailto:oludare.mayowa1@thomsonreuters.com
mailto:oludare.mayowa1@thomsonreuters.com
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Zimbabwe 

Zimbabwe to issue more 'bond notes', 

raising hyperinflation fears  

12-Jul-2017  
•Central banks seeks more bond notes 
beyond $200 million 
•Fears printing more bond notes could fuel 
hyperinflation 
•Bond notes trading at discount to U.S. dollar 
on black market 

By MacDonald Dzirutwe 
HARARE, July 12 (Reuters) - Zimbabwe's 

central bank wants to issue more "bond 
notes" beyond its stated limit of $200 million, 
its governor said on Wednesday, in comments 
likely to stoke fears the country is returning 
to the era of money printing and 
hyperinflation. 

Governor John Mangudya said the Reserve Bank 
of Zimbabwe was in talks with an unnamed 
creditor for a loan to underpin the extra notes, 

which are needed to counter a shortage of U.S. 
dollars that is crippling the economy. 
"We are in the process of negotiating those 
facilities and then we'll come back to yourselves 
after we have made significant progress," he 
told reporters after a lecture at the University of 
Zimbabwe. He declined to give more details. 

Zimbabwe abandoned its own currency in 2009 

in favour of the U.S. dollar to end hyperinflation, 
which had hit 500 billion percent the year 
before. At the time, Zimbabweans were buying 
loaves of bread with wads of Z$100 trillion 
notes. 
However, faced with acute dollar shortages, it 

introduced the bond notes in November, in an 
attempt to boost the amount of cash in day-
to-day circulation. 
The notes are scrip, supposedly backed by 
U.S. dollars loaned to the government, and 
can be used like cash. Officially, they are 
pegged to the dollar at a rate of 1:1, but on 
the street $1 fetches up to 1.20 in bond notes. 

The central bank denied the notes were a back-

door reintroduction of the discredited Zimbabwe 

dollar, saying they were backed by a $200 
million loan from the Cairo-based Afreximbank, 
a development bank. It also pledged not to 
exceed the $200 million limit. 
Afreximbank has not confirmed the existence of 
the loan and declined to comment on 
Mangudya's remarks. 

Without proper reserves to back them up, the 
bond notes have no intrinsic value and will be 
prone to sudden and violent devaluation. The 
IMF said last week the notes and a rise in bank 
deposits not backed by dollars were already 
fuelling inflation, now forecast to reach 9.6 
percent next year. 
"What the Reserve Bank is doing amounts to 
money printing. Bond notes are not going to 
resolve the cash shortages because people 
lack confidence in the system and they will 
not keep money in the bank," Harare-based 

economist John Robertson said. 

The central bank's website says it has issued 

more than $160 million in bond notes to date. 

But cash shortages continue, with banks limiting 
daily withdrawals to as little as $20. 
The opposition People's Democratic Party, led by 
former finance minister Tendai Biti, blamed 
"fiscal indiscipline" on the part of President 

Robert Mugabe's administration and said the 
situation could get worse. 
"Instead of extending the bond note facility the 
state must scrap it," the party said in a 
statement. 
 
(Additional reporting by Ed Cropley and Ed Stoddard; 
Editing by Ed Cropley, Larry King) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 

799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
 

EMERGING MARKET 

 

IMF sees trouble ahead for emerging 

Europe  

11-Jul-2017  
By Igor Ilic and Balazs Koranyi 
DUBROVNIK, Croatia, July 11 (Reuters) - 
Emerging Europe is facing increasing 
economic stresses that threaten to unwind 
some of the political progress made over the 
of past decades, a top International Monetary 
Fund official said on Tuesday. 
Poul Thomsen, the head of the IMF European 
Department said central and eastern Europe's 
economic growth potential has halved in the 

past decade and the rapid outflow of skilled 
workers is an increasing drag. 
He noted at a conference in Dubrovnik that 
some governments in the region are even 
questioning the benefits of European integration. 
With Europe struggling through a decade of 
crisis and economic malaise, convergence 

between the core Western countries and the 
Eastern periphery has slowed or stopped. This 

has raised domestic questions about the validity 
of painful economic and political reform.  
"This is a timely reminder to all of us not to fool 
ourselves into believing that governance and 
institutional progress are inevitable; not to 

believe that such progress is an unstoppable 
outcome, a steady evolution. It is not," Thomsen 
said.  
"Going forward, headwinds will grow stronger," 
the Danish economist said. 
Thomsen, who has led IMF programmes with 
countries such as Greece and Portugal, also 

noted that the exceptional support from a 
benign global growth environment that 
benefitted the region when it is initially 
emerged from Communism, was unlikely to be 
replicated. 

Meanwhile, the outflow of skilled workers to 
Western Europe is a top issue for the region. The 
IMF estimates that 20 million people have left 
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central and eastern Europe in the past decades -

- roughly 5-6 percent of the population. 
Half of Hungarian and a quarter of Polish 
manufacturing firms now claim that a 
shortage of workers is limiting production and 
inhibiting investment, surveys showed.  
EU TENSIONS 

On a political note, Thomsen pointed to 
increased tensions between some of the EU's 
eastern members and the European Commission 

as a key concern. 
The EU is at loggerheads with Poland about rule-
of-law issues and has clashed with Hungary over 
refugees, among other issues. 
The turmoil of the past decade has also put into 
doubt the value of EU membership for countries 
still outside the bloc.  

He added that another concern is that given the 
disappointments of the past decade, some 
countries may reverse the political and 
institutional reforms that were meant to solidify 
democracy and support long term growth.  
"Some of the threats of (governance) reversal... 

are evident in some of the most advanced 
countries of the region," Thomsen said. 
"There is clearly one area where we at the Fund 
are concerned: central bank independence," 
Thomsen said. "In a number of countries central 
bank independence is under threat."  
 
(Reporting by Balazs Koranyi and Igor Ilic Editing by 
Jeremy Gaunt) 
(( Balazs.Koranyi@thomsonreuters.com ; +49 69 7565 
1244; Reuters Messaging: 
balazs.koranyi.thomsonreuters.com@reuters.net )) 
 
 

S&P warns more sovereign 

downgrades likely this year  

12-Jul-2017  
By Marc Jones 
LONDON, July 12 (Reuters) - More 

governments are likely to see their sovereign 
credit ratings cut this year, S&P Global said on 
Wednesday. 

An average of more than one country a week 
has had its rating cut by the big rating agencies 

- S&P, Moody's and Fitch - since the start of 
2014. 
A new report from S&P showed it had 30 
sovereigns on downgrade warnings, or 
"negative outlooks" in rating firm parlance, at 
the start of the month, compared with just six 
on positive outlooks. 

"This outlook distribution suggests that negative 
rating actions are likely to continue to 

outnumber positive actions over the coming 12 
months," S&P said in a mid-year review of its 
rating moves.  
"More downgrades are likely this year" that 
section of the report was titled. 
Some of the big economies with negative 

outlooks on their ratings include Brexit-bound 

Britain, which last year became the first AAA 
country to be cut by two rating notches at once, 
and still triple-A Australia. 
South Africa, which is being hit by political 

uncertainty and weak growth, is also on the list 

alongside other emerging market heavyweights 

such as Mexico, Turkey and Brazil. 
Over the past six months, S&P's ratings balance 
has been relatively unchanged in the regions 
around the world. 
There has been a marginal deterioration in Asia-
Pacific and Europe, it said, somewhat countered 

by an improvement in Latin America and no 
change in the Middle East, the Commonwealth of 
Independent States, and Africa.  
The outlook balance in the latter remains very 
high, but has somewhat improved from its 
trough at the end of 2015. This contrasts with 

Asia-Pacific and Latin America, where the 
outlook balance has deteriorated sharply over 
that period. 

Just over half of all rated sovereigns are 
investment grade ('BBB-' or above). "This ratio 
is the lowest it has ever been," S&P said. 
 
(Reporting by Marc Jones; Editing by Larry King and 
Hugh Lawson) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
 

GLOBAL 

 

Global sovereign credit cycle seen 

improving  

12-Jul-2017  
July 12 (Reuters) - The global sovereign credit 

cycle is likely to turn less negative in 2017 as 
the global GDP growth forecast for 2017 and 
2018 had improved, ratings agency Fitch said 
on Wednesday. 

"The biggest constraint on ratings is high and 
still-rising government debt levels, evident in 
both developed and emerging markets, leaving 
sovereigns exposed to a change in the global 

interest rate environment," James McCormack, 
global head of Sovereign and Supranational 
Ratings at Fitch, said in a statement. The ratings 

agency added that the rating outlook trend has 
turned positive in developing markets and 
expects the median emerging market current 
account deficit to improve slightly to 2.9 percent 

of GDP in 2017. 
The European political environment is also 
more settled than what it was at the start of 
the year. However, the beginning of the Brexit 
negotiations represents a material risk to the 
UK, Fitch said. 

Fitch also said that it expects primary fiscal 
balances of most countries to deteriorate, mainly 
due to the lower political support for additional 

fiscal tightening in developed markets. 

Fitch said earlier this week that cyclical 
pressures on banks in Asia-Pacific financial 
systems are beginning to ease due to global 
trade revival and a strong start to the year in 
China, while high debt remained a risk with the 

rise in U.S. interest rates expected to continue 

mailto:Balazs.Koranyi@thomsonreuters.com
rm://balazs.koranyi.thomsonreuters.com@reuters.net/
mailto:marc.jones@thomsonreuters.com
rm://marc.jones.thomsonreuters.com@reuters.net/
https://twitter.com/marcjonesrtrs
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over the next few years.  

 
(Reporting by Kanishka Singh and Parikshit Mishra in 
Bengaluru; Editing by Amrutha Gayathri) 
(( Kanishka.Singh@thomsonreuters.com ; +91 80 
6749 0021; )) 
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