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to Strait of Hormuz strains  

13-Jun-2019  

LONDON, June 13 (Reuters) - Bahrain and 

Qatar's credit ratings are the most vulnerable 
in the event an escalation of U.S.-Iran 
tensions causes blockages in the Strait of 
Hormuz, one of the world's main oil shipping 
arteries, S&P Global said on Thursday. 

Suspected attacks on two tankers off the coast 

of Iran saw oil markets erupt out of their recent 
slump on Thursday, with the incident adding to 
already-heightened tensions between Iran and 
Washington. 
"Bahrain appears to be the most vulnerable 
Gulf sovereign," to any blockages in the Strait 
of Hormuz, a strait between the Persian Gulf 
and the Gulf of Oman, S&P said in a new 

report, also citing Bahrain's weak fiscal 
position. 

Qatar is also vulnerable, it added, because of its 
high external financing needs, at about 180% of 
current account receipts (CARs) plus usable 
reserves, largely due to the foreign funding of its 
banking system. 
 
(Reporting by Marc Jones, Editing by Helen Reid) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

China 

China steps up local gov't bond 

issuance to support key areas, major 

projects  

10-Jun-2019  
BEIJING, June 10 (Xinhua) -- China ramped up 

the issuance of special local government 
bonds to support economic growth and 
maintain reasonable and ample liquidity in the 
market, according to a notice on local 
government bonds issued Monday. 

Local governments and financial institutions are 

encouraged to use special bonds and other 
market-based financing methods to support key 
areas and major projects such as the 

coordinated development of the Beijing-Tianjin-
Hebei region and the construction of the Yangtze 
River Economic Belt. 
The notice urged the implementation of debt 
repayment obligations. The provincial 
governments shall take full responsibility for 
the repayment of the special bonds. 

It also called for a higher degree of 
marketization of local government bonds pricing 

and increasing diversification of the investors. 
Institutions such as commercial banks, 
insurance companies and fund firms as well as 

individual investors are encouraged to invest in 
local government bonds, it said. 
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  

 
 

Chinese local governments issue nearly 

1.5 tln yuan bonds in Jan.-May  

11-Jun-2019  
BEIJING, June 11 (Xinhua) -- China issued new 

local government bonds worth 1.4596 trillion 
yuan (211.1 billion U.S. dollars) in the first 
five months of 2019, official data showed 
Tuesday. 
The accumulated new bonds accounted for about 
47.4 percent of the annual local government 
debt quota of 3.08 trillion yuan, according to a 
statement from the Ministry of Finance, the 
People's Bank of China and four other 

government agencies. 
Among them, 859.8 billion yuan was raised by 

special local government bonds. 
Most of the new local government bonds were 
used to finance projects under construction 
including railways, water conservancy works 
and agriculture infrastructure. 

China issued a document Monday which 

encourages local governments and financial 
institutions to use special bonds and other 
market-based financing methods to support key 
areas and major projects such as the 
coordinated development of the Beijing-Tianjin-
Hebei region and the construction of the Yangtze 
River Economic Belt.  

 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved. 
 
 

Hong Kong 

Fitch Affirms Hong Kong at 'AA+'; 

Outlook Stable  

12-Jun-2019  
Fitch Ratings-Hong Kong/London-June 11: Fitch 

Ratings has affirmed Hong Kong's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 

at 'AA+' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Hong Kong's ratings are underpinned by its 
exceptionally strong public and external 
finances, high income levels, and a resilient 

and flexible economy. The ratings are 
principally constrained by the territory's deeper 

integration with lower-rated mainland China 
(A+/Stable). 
Public finances are a clear strength in relation to 
'AA' rated peers, even while fiscal policy has 
become more active as a response to a slowing 
economy. The budget surplus moderated to 

2.4% of GDP in fiscal year ending 31 March 

2019 (FY18-19), down from 5.5% a year prior. 
The FY19-20 budget envisions a further 
narrowing of the budget surplus to 0.6%, given 
the administration's focus on improving public 
services and the implementation of various tax 

mailto:Publicdebtnet.dt@tesoro.it
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relief measures for both enterprises and 

households. Fitch forecasts a FY19-20 budget 

surplus of 0.8%, on our expectation of a modest 
degree of expenditure savings. 
Fitch's reported general government debt 
burden of 41% of GDP at end-March 2019 
largely reflects outstanding Exchange Fund 
notes used to manage the currency board 
regime, which are not fiscal in nature. 
Excluding these liabilities, government debt is 

3.4% of GDP, significantly below the 'AA' and 
'AAA' medians. In addition, 15 years of recurring 
budget surpluses have facilitated the creation of 
a large fiscal reserve, which now stands at about 
HKD1.2 trillion (41% of GDP). The prospect of 
rising fiscal expenditures associated with Hong 
Kong's ageing population remains a crucial 

medium-term policy challenge, but it is unlikely 
to pose a near-term risk to the rating, given the 
extent of the territory's existing fiscal buffers. 
The external environment has become more 
challenging in light of US-China trade tensions, 
prompting contractions in Hong Kong's export 

and import values yoy since late 2018, and a 
sharp decline in import and export-related 
employment. Hong Kong's economy is 

vulnerable to further escalations in trade 
tensions because of its role as a global trade 
intermediary, but the agency does not believe 
rising tensions are likely to undermine the 
territory's fundamental external balance sheet 

strengths. Hong Kong remains the third-largest 

net external creditor among Fitch-rated 
sovereigns (269% of GDP), and we expect it will 
remain so given our forecast for the current 
account to remain in strong surplus this year, at 
about 5% of GDP. 
The Hong Kong dollar has remained near the 
weak-side of the convertibility band of 7.85 

since mid-2018, resulting in numerous 
interventions by the Hong Kong Monetary 
Authority (HKMA) under the rules-based Linked 
Exchange Rate System, and prompting some 
market speculation that the viability of the 
currency regime could be at risk. The continued 

gap between US and local interest rates 
suggests further Hong Kong dollar outflows are 

plausible, although these could soon be 
tempered by the Fed's recent shift towards a 
more dovish policy stance. At the same time, 
Fitch maintains the conviction that the 
authorities have ample resources to defend the 

current peg, if required, given foreign exchange 
reserves of USD429 billion as of end-April 2019, 
equivalent to approximately 2x the monetary 
base. 
A controversial extradition bill proposal has 
triggered widespread debate over the 
perceived erosion of autonomy granted to 
Hong Kong under the "one country, two 

systems" framework. Similar accusations have 
grown vociferously in recent years, following the 

2014 Occupy Central movement, and 
subsequent failed legislative attempt to 
introduce limited universal suffrage in the 
selection of the chief executive. Fitch's rating on 
Hong Kong rests on the assumption that the 

territory's governance standards, rule of law, 

policy framework, and business and regulatory 

environments remain distinct from that of 
mainland China (A+/Stable), in light of their 
significant ratings differential. Ongoing 
integration of the two economies through the 
Greater Bay Area plan will not necessarily lead 
to a narrowing of this differential. However, a 

move towards greater alignment of institutional 
and regulatory frameworks that diminish the 
autonomy of Hong Kong with respect to the 
factors that support its higher credit rating 
relative to mainland China would cause the 
rating differential to come under review. 
Growth has slowed considerably due to 
greater external challenges, decelerating 
global growth, and the resulting spillover to 

domestic demand. Real GDP grew by just 0.6% 
yoy in 1Q19, the lowest in nearly 10 years. 
Consumption in particular has suffered, with 
retail sales contracting during February-April 
2019 on a year-on-year basis, and 

consumption's contribution to overall growth 
slowing sharply. Fitch forecasts GDP growth of 
1.6% in 2019, below the official 2%-3% forecast 
range. The potential imposition of blanket tariffs 
on all US imports from China could pose a 
further risk to our forecast, given Hong Kong's 
interlinkages with both economies, although this 

still remains outside of Fitch's baseline 
expectations. 
Property prices have resumed their upward 

ascent after a modest correction in 2H18. 
Residential prices rose by 8.7% year to date as 
of April 2019, and have more than tripled over 
the past decade. The government plans to 

increase the annual supply of new residential 
units by about 20% over the next five years to 
address the severe deterioration in housing 
affordability, and announced landmark 
reclamation projects, including Lantau Tomorrow 
Vision. A sharp property price correction would 

undoubtedly affect economic activity, but Fitch 
believes the potential spillover to the banking 
sector would be cushioned by the numerous 
macro-prudential tightening measures 

implemented in recent years. These have taken 
average loan-to-value and debt service ratios for 
new mortgages down to 48% and 35%, 

respectively. 
Fitch believes Hong Kong banks remain 
sufficiently resilient to challenges from slower 
economic growth and increased competition, 
due to their sound profitability, asset quality, 

liquidity and capitalisation. The Hong Kong 
banking sector's mainland China exposure was 
30% of system-wide assets as of end-2018, 

broadly unchanged from a year prior, according 
to the agency's estimates. We believe such high 
concentration would make Hong Kong banks 
vulnerable to pressure on asset quality and 

liquidity in the event of a sharp slowdown in the 
Chinese economy, although this is not our base 
case. The classified loan ratio for mainland-

related lending stood at 0.6% at end-1Q19, 
similar to the overall ratio in Hong Kong. 
SOVEREIGN RATING MODEL (SRM) and 

mailto:Publicdebtnet.dt@tesoro.it
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QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Hong Kong a 

score equivalent to a rating of 'AA+' on the 
Long-Term Foreign-Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 

• Public Finances: +1 notch, to reflect that 
Hong Kong's government debt stock is not fiscal 
in nature and primarily constitutes notes issued 
by the HKMA to manage the currency board. The 
territory's fiscal reserves also add an additional 
buffer to the credit profile. 

• Structural Features: -1 notch, reflecting 
Hong Kong's significant linkages with lower-rate 
mainland China (A+), including via the banking 

sector. 
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 main factor that could lead to positive action 
is: 

• Confirmation that Hong Kong's economy 
and banking sector are resilient to a full 

economic cycle in mainland China. 
The main fators that could lead to negative 
action are: 
• Erosion in the independence or quality of 
Hong Kong's institutional or policymaking 
framework, or decline in governance standards 
and business environment. 

• Further concentration of banking-sector 
exposures to mainland China that make it 
difficult to distinguish financial sector risks in 
Hong Kong from those in China. 
• Evidence that a sharp slowdown in 

mainland China will have a destabilising effect 
on Hong Kong's economy and financial sector. 

KEY ASSUMPTIONS 
• Hong Kong maintains the Linked 
Exchange Rate System with the US dollar. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'AA+'; Outlook Stable 

Long-Term Local-Currency IDR affirmed at 'AA+; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AAA' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds affirmed at 'AA+' 
Issue ratings on global sukuk trust certificates 
affirmed at 'AA+' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 

peter.fitzpatrick@thefitchgroup.com; Yee Man Ko, 
Hong Kong, Tel: +852 2263 9953, Email: 
alanis.ko@thefitchgroup.com; Wai-Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 

Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc.  
©Thomson Reuters 2019. All rights reserved. 
 
 

India 

India Bonds Edge Higher On Bargain 

Hunting  

11-Jun-2019  
By Siddhi Nayak 

NewsRise 
MUMBAI (Jun 11) -- Indian government bonds 

edged higher in afternoon trade on value 

buying, even as investors awaited the 
outcome of a state debt auction. 

The benchmark 7.26% bond maturing in 2029 
changed hands at 101.38 rupees, yielding 
7.06%, at 1:00 p.m. in Mumbai against 101.25 
rupees and a 7.08% yield yesterday. The rupee 
was at 69.36 to the dollar against 69.65 at the 
previous close. Indian states are raising 65.95 

billion rupees via bonds today. 
"There is some value buying as traders are 
looking to accumulate positions ahead of the 

retail inflation data,” a trader with a primary 
dealership said. “However, gains will be capped 
since crude oil prices are edging higher.” 
India’s Monetary Policy Committee last week 

cut the key policy rate by 25 basis points, and 
changed its policy stance to ‘accommodative,’ 
raising hopes of further rate cuts in the 
coming months. 

Inflation has stayed below the central bank’s 
target of 4% for nine straight months through 
April. A Reuters poll pegs retail inflation at 
3.01% on year in May, up from 2.92% in April. 

May retail inflation data is due post market 
hours tomorrow. 
Crude oil prices rose on expectations that OPEC 

and its allies will keep withholding supply to 
prevent prices from falling. The benchmark 
Brent crude contract was up 0.59% at $62.66 
per barrel.  

India’s Finance Minister Nirmala Sitharaman met 
representatives of the agriculture sector and 
rural sector today for pre-budget consultations.  
India will present its full year budget on Jul. 5.  
The government aims to maintain the fiscal 
deficit at 3.4% of gross domestic product in this 
financial year, according to the interim budget. 

 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
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India tightens credit rating norms after 

defaults, downgrades  

13-Jun-2019  
MUMBAI, June 13 (Reuters) - India's market 

regulator on Thursday ordered enhanced 
disclosure norms for credit rating agencies in 
an effort to increase transparency as the 
country reels under a slew of rating 
downgrades and defaults that have roiled 
debt and equity markets. 

The Securities and Exchange Board of India 
(SEBI) directed ratings agencies to formulate a 
uniform benchmark for the "probability of 
default" for each rating category and disclose 

that on their website for the ratings of long-term 
and short-term instruments.  

SEBI also asked them to disclose in their press 
release factors to which a rating is sensitive and 
explain operating and financial performance that 
could trigger a rating change.  

"Such factors shall be disclosed in quantitative 
terms to the extent possible, discernible to the 
investors, and should not read like a general risk 
factor," SEBI said in a circular. 
The regulator's latest move comes after a 
string of defaults at Infrastructure Leasing 
and Financial Services Ltd (IL&FS) last year 
spooked markets and prompted the 
government to step in and take control of the 

company to limit fears of a contagion. 

Last week, shares of private home mortgage 

lender Dewan Housing Finance Corp Ltd's 
(DHFL) plummeted following sharp ratings 
downgrades after it missed payments on bonds 
fanning fears of a liquidity crisis. 
SEBI has toughened regulations for credit rating 

agencies over the past three years to boost 
monitoring, bring clarity for investors and 
increase accountability. 
On Thursday, SEBI also ordered them to frame a 
uniform "standard operating procedure" to track 
and timely recognise defaults. 
 
(Reporting by Abhirup Roy) 
(( abhirup.roy@thomsonreuters.com ; + 91 22 6180 
7067; Reuters Messaging: 
abhirup.roy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Indonesia 

Indonesian govt raises $750 mln, 750 

mln euros in bonds  

12-Jun-2019  
JAKARTA, June 12 (Reuters) -  
The Indonesian government has raised $750 
million and 750 million euros ($849.75 
million) through bond sales, the country's 
finance ministry said in a statement on 

Wednesday. 

The 10-year U.S.-dollar bonds were sold with 
3.4% coupon rate and the 7-year euro bonds 
have 1.45% coupon rate, the statement said. 
The Finance Ministry said the coupon for its euro 

bonds were the lowest it ever got so far for its 

euro-denominated issuance. 

The government took advantage of the recent 
S&P credit rating upgrade for Indonesia and the 
recent positive sentiment in global markets, the 
statement said.  
 
($1 = 0.8826 euros) 
(Reporting by Nilufar Rizki, Tabita Diela 

Writing by Fransiska Nangoy, Editing by Sherry Jacob-
Phillips) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia pounces on EM demand after 

upgrade  

12-Jun-2019  

By Frances Yoon 
HONG KONG, June 12 (IFR) - The Republic of 

Indonesia took advantage of a recent S&P 
upgrade and demand for emerging-market 
assets to raise US$750m from 10-year and 
€750m (US$844m) from seven-year bonds. 

The long 10-year tranche priced at 3.45%, 
inside initial price guidance of 3.75% area and at 

the tight end of final indications of 3.45%–
3.50%, while the long euro notes priced at mid-
swaps plus 145bp, 30bp inside initial guidance. 
The deal follows a rally in Indonesia's offshore 

debt on the heels of a May 31 S&P sovereign 
rating upgrade to BBB from BBB–. The country's 
4.75% February 2029s tightened 34bp since 

S&P said a constructive policy environment 
would support the economic growth prospects 
following the reelection of President Joko Widodo 
in April.  
Indonesia's 1.75% April 2025s, its last euro 
deal priced in April 2018, yielded 1.3% on 
June 10, the tightest level since the notes 
were issued, according to Refinitiv data. 

Moody’s and Fitch rate Indonesia Baa2 and BBB, 
respectively. 
Expectations that a US Federal Reserve rate cut 
could feed demand for EM bonds have also 

supported the dual-currency notes, said a 
banker on the deal. 
"Lower rates in US dollars means a thumbs up 

for EM," said the banker. "The rate environment 
is very different from a few weeks ago. 
Indonesian yields have come down a lot now 
that the Fed funds rate is pricing in a rate cut 
this year. With the latest upgrade and little 
evidence of fund outflows, the backdrop is 

constructive for Indonesia and EM overall." 
"Low rates globally are driving demand in fixed 
income. It's not only the Fed," said a banker 
who worked on the euro tranche. "Draghi also 
signalled the possibility of easing." 
The US dollar tranche was said to have achieved 

a negative new issue concession, given that the 

February 2029s, which were the latest offshore 
deal from the country, were trading at 3.49%, 
according to Refintiv data. 
The latest US dollar bonds were trading around 
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reoffer. 

Statistics were not available on the US dollar 

tranche at the time of writing. For the euro 
portion, EMEA bought 73% of the notes, Asia 
accounted for 19% and the rest went to the 
Americas. 
By investor type, insurers, pensions and public 
sector investors bought 10.5% of the euro 

notes, fund managers and corporates 63.9%, 
banks 9.2% and private banks and others 
16.4%. 
The last time Indonesia issued US dollars and 
euros together was April 2018, when it priced a 
US$1bn 10-year and €1bn (US$1.2bn) seven-

year bond. 
The SEC-registered senior unsecured notes have 
expected ratings on par with the issuer. 

Citigroup, Credit Agricole, Deutsche Bank, HSBC 
(B&D), Mandiri Securities and Standard 
Chartered are joint bookrunners. Bahana 
Sekuritas and Trimegah Sekuritas are co-

managers. 
 
(Reporting by Frances Yoon; Editing by Vincent Baby 
and David Holland) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Israel 

Israel Finance Ministry to propose 

steps to rein in budget deficit  

12-Jun-2019  
By Steven Scheer 
JERUSALEM, June 12 (Reuters) - Israel's 

Finance Ministry plans to submit a plan to the 
cabinet on Sunday outlining measures to rein 
in a widening budget deficit. 

The deficit held at an annual 3.8% of gross 
domestic product in May, above an initial 2019 
target of 2.9% and a revised target of around 
3.5%. In shekel terms, the deficit reached 15.1 

billion shekels ($4.2 billion) in January-May; the 

full-year target is 40.2 billion. 
Analysts, the central bank and the 
International Monetary Fund have warned of 
consequences if the country does not reduce 
spending reductions and raise taxes. 

A ministry spokeswoman said new estimates for 
the deficit, revenues, spending and economic 
growth will be presented on Sunday, along with 

steps the ministry seeks to take to prevent a 
wider deficit caused mainly by increased state 
spending. The ministry forecasts 2019 economic 
growth of 3.4%. 
"Since the deficit is relatively large, we are 
working in the ministry on a series of steps that 
will reduce it," she said on Wednesday, declining 

to elaborate. 
Tax increases and spending cuts were expected 
once a government was formed after April 9 
elections. But Prime Minister Benjamin 
Netanyahu failed to put together a coalition and 

a new election will be held in September. Little 

can be done during the campaigning, particularly 

regarding taxes. 
"The problem is that during an election period it 
is difficult to take such steps because tax 
legislation is prohibited," the spokeswoman said. 
"It's also prohibited to harm or benefit the public 
and there is no possibility to legislate anything 

so it is not simple." 
Israel's fiscal woes mainly stem from 
Netanyahu and Finance Minister Moshe 
Kahlon's affinity for cutting taxes while 
spending generously on policies like pay rises 
for police and subsidies for kindergartens and 
housing. 

Economy Minister Eli Cohen told a conference he 
supported spending cuts over tax increases to 

create more certainty for the business sector. 
Last week, Bank of Israel Governor Amir Yaron 
warned of consequences in financial markets if 
the government does not maintain responsible 
fiscal policies during this period of political 
uncertainty. 
 
($1 = 3.5805 shekels) 
(Reporting by Steven Scheer, editing by Larry King) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Jordan 

Fitch Publishes Jordan's 'BB-' Rating; 

Outlook Stable  

13-Jun-2019  

Fitch Ratings-Hong Kong-June 13: Fitch Ratings 

has published Jordan's Long-Term Foreign-
Currency Issuer Default Rating (IDR) of 'BB-' 
with a Stable Outlook. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
Jordan's ratings are supported by a track 
record of fiscal and economic reforms and 
resilient availability of domestic and external 
financing linked to the liquid banking sector, 
growing public pension fund and funding from 

Jordan's external partners. Jordan's ratings are 
constrained by high government debt, weak 

growth and risks stemming from domestic and 
regional politics, large external financing needs 
and GDP per capita that is lower than the 'BB' 
median. 
Jordan has built up a track record of reforms 
that have substantially reduced the budget 
deficit and stabilised government debt/GDP 
after being hit by multiple shocks and a 

slowdown in economic growth since 2011. The 

central government (CG) budget deficit 
(including transfers to state water and electricity 
companies) narrowed by 9pp of GDP in 2013-
2018, albeit helped by a fall in energy input 
prices for electricity generation. 
The authorities continue to pursue a programme 
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of fiscal and economic reforms and are back on 

track with the IMF Extended Fund Facility (EFF) 

signed in August 2016, after protests slowed 
measures in 2018. In May the IMF completed 
the second review of the EFF, while emphasising 
the need for continued gradual fiscal 
consolidation and further measures to improve 
the finances of the state electricity sector. We 

would expect a follow-on arrangement between 
Jordan and the Fund after the EFF ends in March 
2020. 
Public finances remain a core rating weakness, 
despite the fiscal consolidation in recent years. 
Gross general government (GG) debt at 79.5% 

of GDP at end-2018 is far higher than the 'BB' 
median of 43%. We project a gradual reduction 
in government debt over the medium term, 

assuming Jordan maintains fiscal discipline. 
Availability of domestic financing owing to a 
fairly large and liquid banking sector and the fact 
that half of government external debt is owed to 

multilateral and official bilateral creditors are 
mitigating factors. 
Gross public debt, as reported by the Ministry 
of Finance and IMF, is higher at 94.4% of GDP 
at end-2018, while Fitch has calculated a 
consolidated general government estimate by 
netting out the Social Security Investment 
Fund's (SSIF) holdings of government debt 
(17.7% of GDP at end-2018) and adding 
municipal debt (the SSIF manages the assets 

of the Social Security Corporation; SSC). Like 

the official public debt numbers, Fitch's GG 
estimate includes all government guaranteed 
debt, namely the debt of the public water 
authority (WAJ) and the electricity company 
(NEPCO). In 2018 the government decided to 
assume the debt of WAJ and material risks 

remain from the debt burden NEPCO 
accumulated during the period after Jordan lost 
access to Egyptian natural gas. 
The headline CG budget deficit narrowed 
marginally to 2.4% of GDP in 2018, but missed 
the government target of 1.7% of GDP because 
weak growth hit revenue performance and the 

income tax reform assumed in the budget was 
delayed. Including cash transfers to NEPCO and 

WAJ (0.7% of GDP), which are not included by 
the government above the line as spending, the 
central budget deficit widened to 3.1% of GDP, 
from 2.9% of GDP in 2017. 

We forecast that the headline CG budget deficit 
will narrow to 2.2% of GDP in 2019 (and to 
2.9% of GDP including further transfers to WAJ 
and zero transfers to NEPCO), helped by the 
income tax law, which came into force in 
January and could add 0.7% of GDP in revenue, 
but constrained by further increases in interest 

payments. Fitch's GG estimates indicate an 
almost balanced budget in 2019 owing to the 
substantial annual surplus of the SSC, but this 

does not give a good indication of the 
government's financing needs as the SSIF 
cannot invest more than 60% of SSC assets in 
CG securities 

Jordan's external financing flexibility is a rating 
strength, underpinned by strong relations with 

the international donor community, multilateral 

organisations, and bilateral allies, including the 

US and partners in the GCC. Foreign grants and 
concessional loans averaged 7.3% of GDP in 
2012-2017. Of this, grants averaged 4.8% of 
GDP in 2012-17. In 2018 committed amounts 
were higher than in 2017 and grants in the 
central budget increased. Most recently, the 

World Bank has agreed to a second 
Development Policy Loan for Jordan of USD1.45 
billion. 
While the availability of external financing has 
helped the Central Bank of Jordan (CBJ) retain a 
significant stock of international reserves despite 

persistent current account deficits, Jordan's net 
external debt is rising. The CBJ's reserves fell in 
2018 but remained robust at 7.1 months of 

current external payments, backing the dinar's 
peg to the US dollar. However, non-debt 
creating inflows such as foreign direct 
investment have weakened and Jordan's net 

external creditor position of 2004-2014 has 
reversed, with net external debt reaching 16.2% 
of GDP in 2018. We forecast the current account 
deficit to average 6.3% of GDP in 2019-2020 
and for gross external financing needs of 15%-
16% of GDP. 
Low inflation is a rating strength. Jordan has 

preserved macroeconomic stability, albeit with 
slowing GDP growth (to 1.9% in 2018), despite 
multiple and severe shocks since 2011, including 
heightened regional instability since the Arab 

Spring, violent conflicts in neighbouring Syria 
and Iraq, the closure of important trade routes 

and markets in those countries, and an influx of 
Syrian refugees. Fitch forecasts growth to 

improve but remain moderate, at 2.3% in 
2019-2020, given fiscal constraints and only 
gradual improvement in trading and 

investment conditions in the region. A border 
crossing reopened with Syria in late 2018 and 
trade and border agreements with Iraq were 

updated in 2019 following the reopening of the 
border in 2017, with the latter already helping 
Jordan's exports. Travel receipts increased by 
over 13% in 2018 and we expect tourism to 

continue growing in 2019. 
Jordan scores above the 'BB' median for 
governance as measured by the World Bank 

governance indicators, but in Fitch's view these 
scores do not fully capture the domestic and 
regional political risks that Jordan faces. Jordan 
has weathered multiple regional shocks since 
2011, but these did adversely affect the 
economy and public finances. The geopolitics of 
the region remain volatile, presenting the risk of 

further negative spillovers. While political 
stability has been maintained under the 
leadership of King Abdullah, low growth and the 
high unemployment rate (19.1% in 1Q19, with 
youth unemployment far higher) present 

ongoing risks of social unrest. Over the medium 

term there may be calls for further political and 
constitutional reforms that could disrupt 
economic policymaking. 
SOVEREIGN RATING MODEL (SRM) and 
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QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns the Hashemite 

Kingdom of Jordan a score equivalent to a rating 
of 'BB+' on the Long-Term Foreign-Currency (LT 
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: 
• Public finances: -1 notch, to reflect high 
public debt: the SRM is estimated on the basis of 
a linear approach to government debt/GDP and 
does not fully capture the increased risks at a 
high level. In addition, central government 

financing needs are higher than implied by the 
general government numbers; and there are 
risks from loss-making government entities and 

to fiscal consolidation posed by persistent weak 
growth. 
• Structural features: -1 notch, to reflect 
domestic and regional political risks that are not 

fully captured in the World Bank governance 
indicators that are used in the SRM. 
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, individually or 
collectively, could lead to positive rating action 
are: 
• Progress in fiscal consolidation leading to 
a sustained reduction in government debt/GDP 
• Higher and sustained real GDP growth 
• Sustained reduction of the current 

account deficit and net external debt 
The main factors that, individually or 
collectively, could lead to negative rating action 
are: 
• Rising external indebtedness or a 

weakening of support from external partners 
• A deterioration in government debt/GDP 

for example due to loosening of fiscal policy 
• Deterioration in domestic political 
stability or geopolitical shocks that adversely 
affect the economy or public finances 
KEY ASSUMPTIONS 
We assume global economic trends to develop 

as outlined in Fitch's latest Global Economic 
Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR published at 
'BB-'; Outlook Stable 
Long-Term Local-Currency IDR published at 'BB-
'; Outlook Stable 

Short-Term Foreign-Currency IDR assigned at 'B' 
Short-Term Local-Currency IDR assigned at 'B' 
Country Ceiling published at 'BB' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 

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

Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Kazakhstan 

Kazakhstan bonds hit record highs 

after Tokayev elected president  

10-Jun-2019  
LONDON, June 10 (Reuters) - Kazakhstan's 

sovereign dollar bonds rose to record highs on 
Monday after preliminary results showed 
interim president Kassym-Jomart Tokayev had 
won the country's presidential election with 
over 70% of the vote. 

The 2045 issue rose 2.9 cents to trade at 
134.487 cents in the dollar, Tradeweb data 
showed. Other notable moves saw the 2044 
issue gain 2.6 cents to trade at 111.09 in the 
dollar, also its highest level to date. 
Tokayev, a 66-year-old career diplomat, was the 
chosen successor of veteran ruler Nursultan 

Nazarbayev, who ruled the oil producer for 
almost three decades before stepping down in 
March.  
Nazarbayev, 78, retains sweeping powers, 

remaining chairman of the influential Security 
Council and leads the ruling Nur Otan party. 
 
(Reporting By Tom Arnold; editing by Marc Jones) 
(( Tom.Arnold@thomsonreuters.com ; 
+442075428510; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Laos 

Laos seeks banks for Bt7bn bond sale  

12-Jun-2019  

SINGAPORE, June 12 (IFR) - Banks in Thailand 

are bidding for a mandate to lead the Lao 
People’s Democratic Republic’s plan to raise 
funds in the baht bond market.  

The land-locked sovereign, rated BBB+ by Tris, 
is aiming to raise around Bt7bn (US$224m). It 

sold Bt7bn of bonds in tenors of three, five, 10 
and 12 years in November last year.  
Proceeds from the new issue will be used to 
refinance Bt6.6bn of bonds that mature in 
October and November.  
Laos was the only foreign issuer to obtain 
approval in April from Thailand’s Ministry of 

Finance to sell baht-denominated bonds. It has 
to complete the offering between May 1 2019 

and January 31 2020.  
 
(Reporting by Kit Yin Boey; Editing by David Holland) 
(( kityin.boey@thomsonreuters.com ; +65 64174549; 
Reuters Messaging: 
kityin.boey.thomsonreuters.com@reuters.net )) 
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(c) Copyright Thomson Reuters 2019. 
 
 

Oman 

Oman to impose new excise tax this 

month to boost revenues  

09-Jun-2019  
DUBAI, June 9 (Reuters) - Oman will impose a 

new tax on sugary drinks and tobacco 
products starting on June 15, as the small 
Gulf oil producer seeks to boost state 
revenues strained by years of low oil prices. 

A 100% excise tax will be introduced for tobacco 
products, energy drinks, alcohol and pork meat, 

while a 50% tax will be applied on carbonated 

drinks, according to a statement from an official 
at the Secretariat General for Taxation published 
by Oman's state news agency on Saturday. 
"The excise tax is a consumption tax and is 
considered to be indirect taxes. Thus, the final 
charge is on the consumers, but it is collected in 

advance at a stage of the supply chain, notably 
through the business sectors," said Sulaiman bin 
Salim al-A'adi, director general of survey and tax 
agreements. 
Oman has been slow in implementing fiscal 
reforms aimed at limiting the widening of its 
budget deficit, while it has increasingly relied 
on external funding – through bonds and 

loans – to refill its coffers. 

The sultanate had originally planned to introduce 
a 5% value-added tax in 2018, which is now 
expected to start in 2020. 
"Further delays in implementation, along with a 
scenario of lower oil prices, pose downside risks 
to our assumption of narrower fiscal deficits 

relative to 2015-2017," S&P Global Ratings said 
in April, adding that it expected fiscal gains in 
2019 coming from the implementation of excise 
taxes on tobacco and energy drinks. 
Oman said at the start of the year it expected its 
budget deficit to be 2.8 billion rials ($7.27 
billion) this year, or 9% of gross domestic 

product.  
Sources told Reuters last month that to cover 

part of the deficit, Oman is expected to issue a 
new international bond soon in a deal likely to 
go up to $2 billion in size. 
 
($1 = 0.3850 Omani rials) 
(Reporting by Davide Barbuscia; Editing by Dale 
Hudson) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Pakistan 

Sovereign to increase loan to over 

US$200m  

08-Jun-2019  
The Islamic Republic of Pakistan is increasing 

the size of its US$200m one-year bullet loan, 
which closed in October, sources said. 

Mandated lead arranger and bookrunner Credit 

Suisse had launched the financing at a US$200m 
size with an unspecified greenshoe option in 
August. 
United Bank has joined as MLAB, while other 
lenders have also committed to the financing. 
An initial amount of US$170m was disbursed in 

September and subsequently increased to 
US$200m this month. 
The loan pays a top-level all-in pricing of 260bp 
based on an interest margin of 200bp over Libor. 
Funds are to refinance existing loans. 
The deal is Pakistan's second syndicated loan 

this year. In July, the sovereign increased its 
one-year bullet facility to US$565m from 

US$515m. That loan also offered the same all-in 
pricing and margin as the latest facility. Credit 
Suisse and Industrial & Commercial Bank of 
China were the MLABs. 
Last month, Saudi Arabia agreed to give 

Pakistan US$3bn in foreign currency support for 
a year and a further loan of up to US$3bn in 
deferred payments for oil imports to help stave 
off a current account crisis, Reuters reported. 
Pakistan is rated B3/B/B (Moody's/S&P/Fitch). 
 
((apple.lam@thomsonreuters.com; +852 2912 6688; 
Reuters Messaging: 

apple.lam.thomsonreuters.com@reuters.net; Twitter 
@TRLPC)) 
(Editing by Prakash Chakravarti and Luis Morais) 
(c) Copyright Thomson Reuters 2019 
 
 

Pakistan sets $36.75 billion tax 

revenue target  

11-Jun-2019  

ISLAMABAD, June 11 (Reuters) - Pakistan's 

government announced a tax revenue target 
of 5.55 trillion rupees ($36.75 billion) for the 
financial year to June 2020, a sharp increase 
from the 4.4 trillion rupee target in last year's 
budget. 

Military spending was set at 1.15 trillion rupees, 
Revenue Minister Hammad Azhar announced in 

parliament, 4.5% higher than the level in last 

year's budget. 
 
(Reporting by Asif Shahzad: Writing by James 
Mackenzie;) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Pakistan sees 2020 budget deficit at 

7.1% of GDP  

11-Jun-2019  

ISLAMABAD, June 11 (Reuters) - Pakistan is 

forecasting a budget deficit equivalent to 7.1 
percent of gross domestic product in its 
budget for the fiscal year to June 2020, 
Revenue Minister Hammad Azhar announced 
in parliament on Tuesday.  
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He set a planned spending target of 7.02 trillion 

Pakistani rupees ($46.49 billion), compared with 

targeted tax revenues of 5.55 trillion rupees. 
 
($1 = 151.0100 Pakistani rupees) 
(Reporting by Saad Sayeed and Asif Shahzad: Writing 
by James MacKenzie) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Says Affirms Pakistan At 'B-' with 

Outlook Stable  

14-Jun-2019  
June 14 (Reuters) -  
Fitch says affirms Pakistan at 'B-'; outlook 
stable. 
Fitch says Pakistan's ratings reflect 

challenging external finances and low reserve 
coverage, high public debt, and weak 
governance indicator. 

Fitch says expects external debt repayments to 
remain high over medium term for Pakistan. 
Fitch says repayments related to loans under 
china-pakistan economic corridor are set to pick 
up in early 2020s. 

Fitch on Pakistan says forecasts reserves to 
begin rising during fy20 on back of improved 
access to external financing. 
Fitch says Pakistan authorities' policy 

adjustments & broader structural reform agenda 
should further support near-term 
macroeconomic rebalancing. 

Fitch says reforms in Pakistan could prove 
politically challenging to implement. 
Fitch on Pakistan says expects general 
government fiscal deficit will remain high at 
7.1% in fy20. 
Fitch says Pakistan's inflation is set to remain 

high at 9% on back of past rupee depreciation 
and tax and energy tariff increases. 
Fitch on Pakistan says government is likely to 
lower expenditure relative to budget to meet 
primary deficit target. 
Fitch says ongoing domestic threats & 

geopolitical tensions with neighbouring countries 

continue to weigh on Pakistan's investor 
sentiment. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Korea 

South Korea-FX stabilization debt S. 

Korea to sell FX stabilization bonds  

12-Jun-2019   

By Kim Kwang-tae 

SEJONG, June 12 (Yonhap) -- South Korea's 

finance ministry said Wednesday that it plans 
to sell foreign exchange stabilization bonds 
with four co-lead managers, such as Citi and 
HSBC tapped for the debt sale 

The ministry said it plans to sell dollar-
denominated Green and Sustainability bonds 

with 5-year maturity, and a dollar-
denominated conventional bond with a 10-
year maturity. 

The ministry said the size and the coupon rates 
will be determined later depending on demand 
and market conditions. The FX bonds are sold to 
secure reserves against volatility in the currency 
market. 

"The move could enhance foreign investors' 
confidence in the South Korean economy and 
stabilize the foreign exchange market," a 
ministry official said by phone from New York 
where he holding discussions on the matter with 
foreign investors. 
The official also said the planned debt sale could 

have a positive effect on securing liquidity by the 
private sector. 
The finance ministry is allowed to float such 
bonds worth up to US$1.5 billion for the year. 
 
entropy@yna.co.kr 
Copyright (c) 2019 Yonhap News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

South Korea to sell USD-denominated 

sovereign bonds with 5, 10-year 

maturities  

12-Jun-2019  

SEOUL, June 12 (Xinhua) -- South Korea 

planned to sell the U.S. dollar-denominated 
sovereign bonds with maturities of five and 10 
years, the ministry of economy and finance 
said Wednesday. 

The ministry will issue the five-year Green and 
Sustainability bond and the 10-year conventional 

foreign exchange stabilization bond, both of 
which are denominated in the dollar. 
The Green and Sustainability bond issuance 
was aimed to raise funds necessary for 
environmental and sustainable development 
projects. 

The foreign exchange stabilization bond is issued 
to secure reserves against volatility in the 
foreign exchange market. 

The size of issuance and the coupon rates would 
be determined later according to market 
conditions. 
Four joint underwriters were appointed, 
including JP Morgan, HSBC, Citigroup and Credit 
Agricole CIB. 
Global credit rating company Standard & Poor's 

assigned its "AA" long-term foreign currency 
rating to the sovereign bonds to be issued by 
the South Korean government. 
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved. 
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Sri Lanka 

Sri Lanka stocks end at near 1-month 

high on local buying; rupee gains  

11-Jun-2019  
COLOMBO, June 11 (Reuters) - Sri Lankan 

shares ended firmer for the third straight 
session on Tuesday to hit a near one-month 
closing high on local buying, even as foreign 
investors continued to pull out funds from 
equities, while the rupee ended slightly 
stronger.  

** The benchmark stock index ended 0.23% 

firmer on at 5,335.29, its highest close since 
May 9. It fell 0.24% last week and declined 

11.9% this year so far. The index had hit its 
lowest level since May 17 last Thursday. 
** The central bank cut its key interest rates on 
May 31 to support a faltering economy as overall 
business and consumer confidence slumped 

following deadly bomb attacks in April. 
** Sri Lanka is unlikely to hit its full-year 
economic growth target of 3-4% following the 
bombings, junior finance minister Eran 
Wickremeratne told Reuters last month. A 
Reuters poll has forecast growth to slump to 
its lowest in nearly two decades this year. 

** The government's pension fund has resumed 
investing in risky assets as the stock market is 

"extremely undervalued at the moment and is 

considered a good time to go in", the central 
bank governor said last month at its monetary 
policy meet. 
** Tuesday's stock market turnover was 411.7 
million Sri Lankan rupees ($2.33 million), its 
highest since May 28 but below this year's daily 

average of about 529.9 million rupees. Last 
year's daily average was 834 million rupees.  
** Foreign investors sold a net 183.1 million 
rupees worth of shares on Tuesday, extending 
the year-to-date net foreign outflow to 5.71 
billion rupees.  

** The rupee ended at 176.30/60 per dollar, 
compared with Friday's close of 176.40/50, 

Refinitiv data showed.  
** Analysts expect the rupee to weaken further 
as money flows out of stocks and government 
securities. 
** The rupee fell 0.03% last week but is up 

3.57% for the year. Exporters had converted 
dollars as investor confidence stabilised after a 
$1 billion sovereign bond was repaid in mid-
January. 
** The rupee dropped 16% in 2018 and was one 
of the worst-performing currencies in Asia. 
** Foreign investors sold a net 3.5 billion rupees 

worth of government securities in the week that 
ended on June 4, extending the island nation's 
net foreign outflow to 21.9 billion rupees so far 

this year, central bank data showed. 
 
($1 = 176.4000 Sri Lankan rupees) 
(Reporting by Ranga Sirilal; Editing by Rashmi Aich) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 

ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Thailand 

Moody's Says Thailand Will Sustain 

Fiscal And External Strength 

Regardless Of Political Developments 

Structural Challenges Persist  

13-Jun-2019  
June 13 (Reuters) - Moody's:  
Moody's says Thailand will sustain fiscal and 
external strength regardless of political 
developments; structural challenges persist. 

Moody's says Thailand will likely maintain 
continuity on infrastructure investment, after the 
country's recent election results. 
Moodys says Thailand's aging society, moderate 
competitiveness and labour skills shortages 

remain key credit challenges. 
Moody's says while exports to china are 
declining, Thailand's exposure to china is more 
moderate than for other asia pacific economies. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Vietnam 

Issuing Government bonds and 

effectiveness for public debt 

restructuring in Vietnam   

08-Jun-2019  
Government bonds (Government bonds) are 
debt instruments of the Government. In 
countries around the world, Government 
bonds may be issued by the Ministry of 
Finance, debt management agencies or the 

Central Bank. The Law on Public Debt 

Management in 2017 stipulated in Vietnam, the 
Ministry of Finance is the subject to issue 

Government Bonds and the Ministry of Finance 
authorizes the State Treasury (ST) to issue the 
issuing organization. 
According to international practice, 

Government bonds play two basic roles: 

Firstly, Government bonds are debt instruments 
to mobilize capital to offset state budget 
overspending, repayment of principal debts, and 
restructuring Government debt. ; Secondly, the 
issuance of government bonds regularly 
supports the development of domestic capital 
markets, creating standard interest rates for 

other debt instruments on the reference market. 
Implementing the policy of restructuring the 
state budget, managing public debt to ensure a 

safe and sustainable national finance in 
Resolution No. 07-NQ / TW dated November 18, 
2016 of the Politburo, last time The State 
Treasury has made efforts to improve the 

organization of issuing Government bonds, 
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managing the Government bond portfolio, 

contributing to the same sector of Finance to 

successfully implement the policy of 
restructuring state budget, public debt and 
completing financial tasks - budget allocated by 
the National Assembly and the Government. 
On the basis of the Decrees Decree 95/2018 / 
ND-CP dated June 30, 2018 of the Government 

stipulating the issuance, registration, depository, 
listing and trading of Government debt 
instruments on the market. Securities guiding 
the Law on Public Debt Management in 2017, 
the Ministry of Finance has developed and issued 
a system of circulars guiding the implementation 

of issuance, payment of government debt 
instruments and restructuring operations. Debt 
structure, creating a complete legal framework 

for issuing government bonds and restructuring 
debt. The professional process of issuing 

government bonds of the State Treasury has 
been continuously improved in accordance 
with good practices in the international 

market, allowing the State Treasury to issue 
government bonds under a standard, 
transparent, simple and economical process 
effective. 
K outcome VGB work release: 
H homestay effective budget management: The 
National Assembly's Resolution No. 25/2016 / 

QH14 of November 9, 2016, on the 5-year 
national financial plan for the 2016-2020 period, 
sets out the policy of "increasing the proportion 

of domestic debt, gradually reducing the rate of 
borrowing in the country outside ?to reduce 
market risk, exchange rate risk for debt. 
Currently, official ODA support for Vietnam is 

decreasing and ending when Vietnam is brought 
out of the underdeveloped country by the World 
Bank (WB) in July 2017. The Party and the State 
advocated socio-economic development mainly 
based on domestic resources. Therefore, over 
the past time, the proportion of domestic 

borrowing by the Government in bonds has 
increased continuously. The volume of 

government bonds issued in the domestic 
market has met the demand for loans to offset 

the state budget overspending, investment in 

national key projects and to repay the principal 
according to the National Assembly estimates. 
Increase the efficiency of managing and using 

capital through prolonging the loan period: The 
majority of national key projects require long-
term investment capital, suitable for investment 
time and capital recovery. Previously, 
government bonds issued by the State Treasury 
often had short terms. From 2014 onwards, with 
an average annual loan term of 2-3 years, the 

state budget often needs to borrow debt to 
repay previous loans, resulting in low 
investment efficiency. Since 2015, implementing 
the National Assembly's policy on long-term 

bond issuance, the State Treasury has mainly 
issued bonds with terms of 5 years or more. This 

helps to improve the maturity of the whole bond 
portfolio, increase capital efficiency and reduce 
pressure on debt repayment for the state 
budget. If in 2012, the term of using VGBs was 

3 years on average, of which more than 20% of 

the volume must be repaid the following year 

(mainly due to Treasury bills), so far. 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 

EUROPE 

 

Albania 

Albania’s end-March gross foreign debt 

rises 0.8% q/q  

11-Jun-2019  

TIRANA (Albania), June 11 (SeeNews) – 
Albania’s gross foreign debt totalled 8.4 
billion euro ($9.5 billion) at the end of March, 
up 0.8% compared to the level recorded at 
the end of December, the country's central 

bank said. 
The foreign debt of Albania's commercial banks, 
general government and central bank all 
increased in the first quarter, according to 
figures released by Bank of Albania on Monday. 
 
($=0.88410 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 
 

Bosnia 

Bosnia to seek 20 mln euro IBRD loan 

for real estate registration project  

11-Jun-2019  
SARAJEVO (Bosnia and Herzegovina), June 11 
(SeeNews) - Bosnia's government said it has 

decided to start negotiations for a 39 million 
marka ($22.6 million/19.9 million euro) loan 
from the International Bank for 
Reconstruction and Development, part of the 
World Bank Group, to be used to finance a 

real estate registration project. 

The project aims to support the development of 
a sustainable real estate registration system 
with harmonized land register and cadastre 
records in the urban areas of Bosnia's two 
constituent entities - the Federation and the 
Serb Republic, the Council of Ministers said in a 

statement after its regular meeting on Monday. 
Out of the total loan, 14 million marka are 
intended to be allocated to the Federation and 
the remaining 25 million marka to the Serb 
Republic. 
 
(1 euro = 1.95583 marka) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
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Croatia 

Fitch Upgrades Croatia to 'BBB-': 

Outlook Positive  

07-Jun-2019 22:01:59  
Fitch Ratings-Frankfurt/London-June 07: Fitch 

Ratings has upgraded Croatia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
to 'BBB-' from 'BB+'. The Outlook is Positive. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 

The upgrade of Croatia's IDRs and Positive 
Outlook reflects the following key rating drivers 
and their relative weights. 
High 
Croatia outperformed its budget target for the 
third year in a row in 2018, with the general 
government posting a surplus of 0.2% of GDP 
(versus a budget deficit target of 0.5% and 

Fitch's deficit forecast of 0.2%). The 

government achieved a surplus despite the 
materialisation of contingent liabilities from 
troubled shipyard company Uljanic, which added 
0.7% of GDP to expenditure. Fiscal 
developments have been underpinned by 
expenditure restraint, increased revenue (tax 

intake rose by 7% in 2018), lower interest costs 
and favourable macro conditions. 
Fitch expects fiscal dynamics to remain on a 

positive trajectory over the medium term, 
underpinned by confidence in the authorities' 
track record and commitment to continued fiscal 
consolidation, improvements in the fiscal 

framework and stable macroeconomic 
conditions. The commitment to join ERM2--a 
formal request to join the mechanism is 
expected in 3Q19--is also likely to serve as an 
anchor against abrupt fiscal policy changes, 
including ahead of the 2020 parliamentary 
elections. We forecast a surplus of 0.3% of GDP 

in 2019 (versus a budget deficit target of 0.4%), 
narrowing to 0.1% in 2020, as cyclical 
conditions turn less favourable. This compares 

with the current 'BBB' median deficit forecast of 
2.8% of GDP for 2019-20. 
Budget surpluses will reduce the general 
government debt/GDP ratio by around 3pp 

per year, to 68.6% of GDP by 2020. Our 
forecast is broadly in line with the authorities' 
projections in the latest Convergence 
Programme (68.5% of GDP by 2020), and would 
constitute a 15pp point reduction in the public 
debt ratio since 2015. Public debt is above the 
current peer median of 37.5% of GDP, but risks 

are limited by low contingent liabilities (1.7% of 
GDP at end-2018), government deposits of close 
to 6% of GDP and 'second pillar' pension fund 
holding of government debt of around 17.5% of 

GDP. 
Medium: 
Current account surpluses in recent years and 

de-leveraging have improved Croatia's 
external metrics and Fitch expects this trend 

to continue, with net external debt falling to 

around 10% of GDP by 2020 from 21.4% at 

end-2018. This would be broadly in line with the 

current 'BBB' median of 7.9% and represent a 
50pp decline since 2013 (the sharpest fall 
among all BBB countries). After posting a 
surplus of 2.4% of GDP in 2018, the current 
account is set to narrow to an average of 1.5% 
in 2019-20 as goods export growth slows in the 

context of weaker external demand. By contrast, 
the capital account surplus should start to 
increase to close to 2% of GDP, reflecting capital 
transfers in line with accelerating inflows of EU 
funds. 
Croatia's 'BBB-' IDRs also reflect the following 
key rating drivers: 

Croatia's structural features are generally 

more favourable than 'BBB' peers. GDP per 

capita is 30% above the 'BBB' median and the 
country scores better than peers in governance 
indicators and human development, thanks in 
part to EU membership. The coalition 
government, installed in June 2017, has been 

able to implement its agenda relatively smoothly 
despite its small majority. 
We forecast real GDP growth to average 2.4% in 
2019-20 lower than the current 'BBB' median of 
3.1% but enough to finally return to the pre-
crisis output level by 2020. Economic activity 
recovered strongly in 1Q19 (GDP expanded by 

3.9% yoy), removing concerns of a sharper 
slowdown following a weak performance in 4Q18 
due to a slump in export growth. Gross fixed 

capital formation has picked up as major EU-
funded infrastructure projects begin, while 
private consumption growth has remained 
resilient on the back of positive labour market 

dynamics and favourable financing conditions. 
These trends are set to continue over the next 
two years, although headline growth is set to 
level off due to our projections of a slightly 
larger negative net trade contribution. 
Croatia continues to face important structural 
challenges that limit medium-term growth to 

2%. These include shortcomings in the business 
environment, a complex public sector 
framework, weak corporate governance, still 
high corporate debt and legacy issues in key 

sectors such as energy and healthcare. The 
result is limited economic diversification, labour 
disincentives (augmenting an already weak 

demographic outlook), reduced public policy 
efficiency and a relatively inflexible economy. 
Limited progress has been achieved in tackling 
these issues in recent years, but there is some 
scope for improvement as potential prior actions 
for joining ERM2. 
The authorities remain committed to joining 

ERM2 and eventually the euro. After Croatia 
signs a formal agreement to join ERM2 and the 
Banking Union, the country will have 12 months 
to fulfil a number of institutional/structural 

commitments and conduct an Asset Quality 
Review (AQR). The approval to join would kick 

off the required waiting period to adopt the 
euro, which could take place by 2023 at the 
earliest. The benefits of Croatia joining the euro 
include a reduction in transaction costs and 
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limiting exchange rate risks (around 60% of 

household and corporate debt and over 70% of 

general government debt is denominated in 
foreign currency). 
Croatia benefits from low and stable inflation. A 
reduction in VAT rates for personal items in 
January has had a stronger pass-through effect 
on prices than initially expected, with headline 

inflation averaging only 0.6% yoy in January-
April 2019. Labour costs also remain fairly 
stable, having risen by only 1.5% in 2018 
despite unemployment falling to a record low of 
8.5% in 1Q19. Given modest planned public 
wage increases over the next two years, Fitch 

now expects inflation to average only 1% in 
2019-20. 
The banking sector has maintained solid levels 

of capitalisation (22.9% end-2018) and 
abundant liquidity (loan to deposit ratio was 
87% in 2018, the lowest rate in 17 years), 
reflecting stable macro conditions and rising 

savings in the economy. Asset quality has 
continued to improve, although NPL ratios are 
still high (9.5% at March 2019) and tied to 
lengthy restructurings. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Croatia a score 

equivalent to a rating of 'BBB' on the Long-Term 
Foreign-Currency (LT 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: 

-Macroeconomics: -1 notch, to reflect weak 
medium-term growth potential relative to peers 
and a lack of flexibility in the economy, owing to 
adverse demographic trends and supply side 
constraints. 
The committee decide to remove the -1 notch on 
the public finances, which had reflected the risk 

from Croatia's relatively high government 
debt/GDP ratio over and above the effect 
captured in the SRM. As the debt ratio has fallen 
substantially and is on a firm downward trend, 
the committee judges that this is no longer 

warranted. 
Fitch's SRM is the agency's proprietary multiple 

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

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

-Reduction in public sector debt/GDP. 
-Increased resilience to external shocks through 
further reduction in external indebtedness. 
-Progress towards euro adoption. 
-Strengthening of growth prospects and 

competitiveness, including through the 

implementation of structural reform. 

The main factors that could, individually or 
collectively, lead to negative rating action 
include: 
-A failure to reduce government debt/GDP, for 
example owing to loosening in fiscal policy. 
-Deterioration in growth prospects or the 

emergence of macroeconomic imbalances. 
KEY ASSUMPTIONS 
-Fitch assumes that the eurozone will grow by 
1.0% in 2019 and 1.3% in 2020, in line with its 
March 2019 Global Economic Outlook. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR upgraded to 
'BBB-' from 'BB+'; Outlook Positive 
Long-Term Local-Currency IDR upgraded to 

'BBB-' from 'BB+'; Outlook Positive 
Short-Term Foreign-Currency IDR upgraded to 
'F3' from 'B' 
Short-Term Local-Currency IDR upgraded to 'F3' 

from 'B' 
Country Ceiling upgraded to 'BBB+' from 'BBB' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds upgraded to 'BBB-' 
Issue ratings on long-term senior unsecured 
local-currency bonds upgraded to 'BBB-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Croatia sells 1.5 bln euro ten-year bond  

13-Jun-2019  
ZAGREB (Croatia), June 13 (SeeNews) - Croatia 

placed abroad a ten-year Eurobond worth 1.5 
billion euro ($1.7 billion), yielding 1.324%, to 
refinance maturing debt, the finance ministry 
said. 

The debt issue was sold on Wednesday with an 
annual coupon of 1.125%, the ministry said in a 
statement. Bids totalled 5.5 billion euro, some 

3.7 times higher than the amount on offer. 

"The latest borrowing represents Croatia's most 
favourable borrowing so far, in particular 
considering the fact it has been executed with 
no premium on the new issue, which is 
something rarely seen in global transactions this 
year," the statement said. "The final price is as 
much as 30 basis points lower than the initially 

announced one." 
The government will use the proceeds to 
refinance a $1.5 billion dollar bond maturing 
in November, which has a 6.75% interest. 

Thanks to the favourable borrowing terms at the 
latest bond sale, the government will save more 
than 500 million kuna ($76 million/67 million 

euro) annually, the statement explained. 

The record-low borrowing costs reflect Croatia's 
improved macroeconomic state and the 
reduction of macroeconomic imbalances in the 
country. These also contributed to Fitch lifting 
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Croatia's ratings to investment grade 'BBB-' 

from 'BB+', with a positive outlook, earlier this 

month. 
The ministry's agents in the latest bond sale 
were Citigroup, Erste Group and JP Morgan. 
 
(1 euro = 7.41384 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Hungary 

Hungary sells $1.9 bln of new retail 

bond in a week, minister says  

12-Jun-2019  

BUDAPEST, June 12 (Reuters) - Hungary sold 

529 billion forints ($1.87 billion) worth of a 
new high-yield retail savings bond in a week, 
the biggest weekly outflow ever recorded, 
Finance Minister Mihaly Varga said on 
Wednesday, according to state news agency 
MTI. 

Prime Minister Viktor Orban's government 

offered the five-year savings bond for the 
domestic retail market this month as his 
government pursues efforts to cut its reliance on 
foreign investors. 
Sales of the new debt last week increased the 
total stock of government debt held by retail 
investors to 8.06 trillion forints, MTI cited 
Varga as saying.  

In total, Budapest aims to increase the retail 

stock of government debt to 11 trillion forints 
($38.69 billion) by 2023, Varga has said. 
The new bond carries an initial yield of 3.5 
percent, gradually rising to 6 percent at 
maturity, offering a premium over all currently 
available retail bonds and over bank deposits. 

Interest will be exempt from capital gains tax. 
Central bank Deputy Governor Marton Nagy has 
said that channelling more retail funds into 
government debt could help keep a lid on 
inflation after years of double-digit wage rises, 
which have boosted consumer spending. 
 
($1 = 282.9 forints) 
(Reporting by Gergely Szakacs, editing by Larry King) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3606 ; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 

529 billion forints of the new 

government bond were purchased in 

the first week   

14-Jun-2019  
The Hungarian Government Bond Plus is 
successful and popular; over 500 billion 
forints (EUR 1.55bn) worth of bonds were 

purchased during the first week of issue. This 
is the highest ever figure for first-week trading 

on the market. 
The Government has set a goal of increasing the 

public possession of government securities to 11 

trillion forints (EUR 34.1bn) by 2023, Mr. Varga 

pointed out. As he explained, according to the 
latest data this figure has reached 8060 billion 
forints (EUR 25 billion), thanks to the fact that 
the Hungarian Government Bond Plus performed 
outstandingly well in the first week, with 529 
billion forints (EUR 1.64bn) worth of the bond 

sold between 3 June and 7 June 2019. This is 

the highest ever recorded sum; no other 
consumer government bond has ever achieved 
this level of sales during its first week of 

issue. The record so far was held by the 1-year 
Hungarian Government Bond in 2017, when half 
as much, 206 billion forints worth were sold 
during the first week of issue. 

The Minister of Finance told the press that the 

new government bond is not only favourable for 
the Hungarian public, but also reinforces 
Hungary’s stability. The Government’s goal is to 
protect the economic results achieved so far, 
which may also be facilitated by the Hungarian 

people undertaking a more marked role in the 
financing of sovereign debt. The new 
government bond is one of the most secure 
investments, which is not only tax-free, but also 
assures a high level of interest, providing a total 
return of 27.35 percent over a period of five 
years. 

 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Lithuania 

Lithuania borrows at the most 

favourable terms in the international 

markets   

14-Jun-2019  
Lithuania borrowed EUR 1.5 bn in the 
international capital markets by issuing two 

Eurobond issues of different maturities, the 
10-year Eurobond of EUR 650mn face value 
and 30-year Eurobond of EUR 850 mn face 

value. The decision to borrow for a long period 
was made due to the favourable situation in the 
international financial markets, the objective to 
manage risk properly and to fix low interest 
rates for a long period. 
The strategy chosen has allowed 
concentrating the investors demand on long-

term investment. By taking advantage of the 
existing low-interest environment, we have 
ensured the appropriate refinancing of the issue 
to be redeemed next February and the reduction 
of debt service costs. In turn, the long duration 
of borrowing will allow a more even distribution 

of debt repayment flows and longer use of 
attractive financing conditions, Vilius Šapoka, 

the Minister of Finance, said. 
The 10-year Eurobond of EUR 650 mn is the 
cheapest one in Lithuania's borrowing history; 
only 0.5 per cent annual interest will be paid for 

it. The Bonds have been issued at a yield of 
0.603 per cent and issue price equal to 99.003 
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per cent of their face value. The settlement for 

the Bonds will take place on 19 June 2019. The 

Eurobonds will mature on 19 June 2029. 
Lithuania has issued its 30-year issue for a 
second time (face value of EUR 850 mn). 
Lithuania will pay 1.625 per cent annual 

interest for it. The Bonds have been issued at a 
yield of 1.732 per cent and issue price equal to 
97.513 per cent of their face value. The 

settlement for the Bonds will take place on 19 
June 2019. The Eurobonds will mature on 19 
June 2049. The borrowed funds will provide a 
reserve for redemption of EUR 1.3 bn Eurobond 
issue (with 7.375 per cent annual interest) on 11 
February 2020. 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

North Macedonia to sell 500 mln 

denars (3.2 mln euro) of govt paper on 

June 18  

13-Jun-2019  
SKOPJE (North Macedonia), June 13 (SeeNews) 
– North Macedonia's finance ministry will 

offer two issues of government securities 
worth a total of 500 million denars ($3.7 
million/3.2 million euro) at an auction on 
June 18, according to notices published by the 
country's central bank. 

The offer comprises 200 million denars worth of 
one-year T-bills and 300 million denars of 15-
year Treasury bonds. 
The central bank will sell the government 

securities on behalf of the finance ministry 
through a volume tender, in which the price and 
coupon are set in advance and primary dealers 
bid only with amounts. 
 
(1 euro= 61.05 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved 
 
 

Poland 

DBRS Confirms Republic of Poland at A, 

Stable Trend  

07-Jun-2019 22:03:52  
Date of Release: June 7, 2019 
DBRS Confirms Republic of Poland at A, Stable 
Trend 

Industry: Public Finance--Sovereigns 
DBRS Ratings Limited (DBRS) confirmed the 
Republic of Poland's Long-Term Foreign and 

Local Currency - Issuer Ratings at A. At the 

same time, DBRS confirmed the Republic of 
Poland's Short-Term Foreign and Local Currency 
- Issuer Ratings at R-1 (low). The trend on all 
ratings is Stable.  
KEY RATING CONSIDERATIONS  
The confirmation of the ratings and trends 

reflects DBRS's view that Poland is well-
placed in the A category. The ratings are 

supported by Poland's continued strong 
macroeconomic performance, its low public 
debt-to-GDP ratio, a sound monetary policy 
framework, a flexible exchange rate regime, 
and its integration within the European Union 

(EU). Poland has been among the top growth 
performers in the EU over the last decade. 
Despite a deceleration towards GDP potential 
growth rate and because of a weaker external 

environment, the country's economic 
performance continues to be strong. Poland's 
real GDP expanded by 4.7% on an annual basis 
in the first quarter of 2019. The country's robust 
economic performance, coupled with an increase 
in revenue efficiency, has accelerated fiscal 

consolidation and improved debt dynamics over 
the past few years. The new fiscal stimulus 
package will likely result in a deterioration of the 
general government deficit to 1.5% on average 
in 2019-2020 but public debt-to-GDP is set to 
continue to decline gradually to 47.4% in 2020 
from 48.9% in 2018.  

Despite these strengths, Poland's ratings are 
constrained by unfavorable demographics and 
still relatively low GDP per capita level, which is 
an outcome of its low level at the beginning of 
the transition. DBRS is also monitoring Poland's 
relations with the European Commission (EC) in 
the context of institutional quality and the Rule 

of Law recommendation that could impact the 

level of future EU funding. Nonetheless, the 
confirmation of the stable trend reflects DBRS's 
assessment that risks to the ratings are broadly 
balanced. 
RATING DRIVERS  

Upward rating drivers include: (1) structural 
reforms to further support total factor 
productivity, thereby enabling Poland to sustain 
economic growth over the medium-term; and 
(2) a reduction in the structural deficit combined 
with a steady decline in public debt, beyond 
baseline expectations. Downward rating drivers 

include one or a combination of the following: 
(1) a relaxation of fiscal discipline contributing to 
a material reversal of the declining public debt 

ratio trajectory; or (2) a less predictable policy 
framework, including uncertainty regarding the 
EU's resolution on the Rule of Law.  
RATING RATIONALE  
DESPITE A SLOWDOWN, POLAND CONTINUES 
TO OUTPERFORM THE EU AVERAGE GROWTH 
RATE POLAND HAS BEEN ONE OF THE FASTEST 
GROWING ECONOMIES IN THE EU, WITH 
ANNUAL GROWTH AVERAGING 4.0% DURING 
2004-2018.  

This has resulted in GDP per capita in purchasing 
power terms increasing from 50% of the EU-28 
average in 2004 to 75% in 2018. After strong 

economic growth at 5.1% in 2018, the GDP 
growth is expected to decelerate. The EC is 

projecting GDP growth to slow down to 4.2% 
this year overall and to 3.6% in 2020, which is, 
however, well above the EU average forecast of 
1.5% in the 2019-20 period. Growth is expected 
to be supported by buoyant private consumption 
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on the back of a solid wage dynamics and new 

expansionary fiscal measures. Despite a modest 

decline in public investment growth, investments 
will likely remain a key growth driver due to 
Poland's high absorption of EU funds. The 
country has been receiving nearly 20% of the 
EU's structural and Investment Funds, 
equivalent to 2.6% of GDP annually. Other 

factors supporting investment include low 
financing costs, high capacity utilization levels, 
and strong corporate profits. Near-term risks to 
the economic outlook are largely global in 
nature. These include an escalation in 
protectionist policies, a sharper than expected 

global growth slowdown, a potential U.K. 
disorderly departure from the EU and changes to 
immigration policy by other EU countries which 

could add more pressure on labor shortages. 
Poland's GDP growth in long-term could be 
constrained by regional disparities, adverse 
demographics, and the potential for lower EU 

funding. Poland's external position benefits from 
a high level of competitiveness, reflected in a 
growing export market share. Similar to its 
Eastern European counterparts, Poland is fully 
integrated into the regional supply chain and 
manufactures a diverse range of high value-
added components for machinery and transport 

equipment, electronics, and other sectors. 
Strong exports, coupled with growth of services 
related to the development of business 
processing centers, has translated into Poland's 

current account deficit narrowing to 0.4% over 
the last four years from annual average deficits 

of 5.0% during 2004-2012. Going forward, a 
weaker external environment and a declining 
household net savings rate will likely contribute 
to a moderate widening of the deficit. External 
debt is high at 63.8% of GDP, but risks are 
largely offset by a steady rise in its foreign 
exchange reserves at USD 117 billion in April 

2019 from USD 62.2 billion at the end 2008 and 
a high share of foreign direct investment 
including inter-company debts. 
PUBLIC DEBT TRAJECTORY IMPACT FROM THE 
NEW FISCAL EXPANSIONARY MEASURES 
EXPECTED TO REMAIN LIMITED  

Poland's prudent fiscal framework is reflected in 
its steadily declining public debt ratio and its 

significant fiscal consolidation. Some fiscal 
relaxation is expected this year but its impact on 
the public debt-to-GDP trajectory is projected to 
be limited. The headline deficit, which peaked at 
7.3% of GDP in 2010, has been steadily 
declining due to higher economic activity and 
revenue collection, with the deficit touching a 

multi-annual low of 0.4% in 2018. Ahead of the 
upcoming parliamentary elections, the 
government announced a set of expansionary 
fiscal measures which include a broadening in 
the scope of the PLN 500 family bonus, a one-off 

supplementary benefit for pensioners to be paid 

in 2019 and a reduction of the income tax. 
These measures combined with the decision to 
administer electricity prices in 2019 will be only 
partially compensated by revenue-enhancing 

measures even though Poland continues to 

make progress in increasing tax collections via 

broadening the tax base and reducing VAT 
evasion. The government is also expected to 
raise revenues from the conversion of the 
second pillar assets into third-pillar individual 
retirement accounts. The EC projects Poland's 
nominal and structural deficit to rise to 1.6% of 

GDP and 2.8% in 2019, respectively. A more 
than expected deceleration in the projected 
growth might put pressure on the deficit. 
Improved fiscal and economic conditions have 
placed Poland's debt as a share of GDP on a 
downward path. After peaking at 54.2% in 2016 

according to the ESA 2010 standards, Poland's 
debt-to-GDP gradually decreased to 48.9% in 
2018. Despite the new package of expansionary 

fiscal measures, the EC projects a continuation 
of the decline of the public debt-to-GDP ratio 
although at a slower pace, towards 47.4% in 
2020. Moreover, in DBRS's view, in a stress 

scenario with GDP growth declining to 2.5% on 
average from 2019-23 combined with a 
deterioration in the primary balance of 1.3% on 
average in the same period, Poland's public 
debt-to-GDP ratio is expected to remain below 
55% of GDP. The average maturity of total 
government debt is around five years. Exchange 

rate and interest rate risks are partially 
mitigated as 71.1% of State Treasury debt is 
denominated in local currency and 76.3% at 
fixed interest rates as of March 2019. While the 

relatively high share of foreign investors in State 
Treasury debt (44.7%) makes Poland vulnerable 

to bouts of volatility in risk-off environments, 
the well-diversified investor base somewhat 
mitigates that risk. 
STRONG MONETARY FRAMEWORK AND RISKS 
TO FINANCIAL STABILITY APPEAR 
MANAGEABLE  

Poland's ratings are also supported by the 
credibility of its monetary framework and its 

solid institutions. After three years of deflation 
driven by commodity prices, CPI inflation turned 
positive in November 2016 and has picked up 
recently averaging 1.6% since January 2019. 

However, despite robust economic growth, tight 
labor market conditions, and wage increases, 
inflation remains below the National Bank of 

Poland's inflation target rate of 2.5% (with a 
symmetrical band of deviation of ±1 percentage 
point). In addition, increased migration from 
Ukraine is dampening wage growth. Recent EC 
projections forecast inflation at 1.8% in 2019 
before rising to 2.5% in 2020, while the central 
bank anticipates 1.7% and 2.7%, respectively. 

The National Bank of Poland in its May 2019 
policy meeting confirmed that the current level 
of interest rates is conducive to keeping the 
economy on a sustainable growth path and to 
maintaining macroeconomic stability.  

Poland's banking sector remains stable, liquid, 

and profitable, with the average total capital 
adequacy at 18.3% and Tier 1 capital ratio at 
16.3% as end of 2018. The current funding 
structure of Polish banks adds stability to the 
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system due to its reliance on household deposits 

rather than market funding. Concerns about the 

sector have eased as the foreign currency 
mortgage restructuring bill points to a gradual 
central bank and regulator-led, voluntary/case-
by-case conversion of foreign currency loans into 
zloty, rather than a one-time forced mandatory 
conversion by the government. The portfolio of 

loans in foreign currency continues to decline 
and in March 2019 stood at 6.6% of the banking 
sector's assets.  
UNCERTAINTY IN POLAND'S RELATIONS 
WITH THE EU REGARDING THE RULE OF LAW 
REMAINS A POINT OF ATTENTION  

Since taking office in October 2015, the Law and 
Justice Party (PiS party) has maintained broad 

political support which appears to not be 

impacted by the strained relationship with the 
EC regarding the rule of law. The PiS party's 
45.4% share of votes in the recent European 
election leaves it in a strong position ahead of 
the national elections to be held no later than 

November this year. This bodes well for policy 
continuity even though uncertainty over its 
relationship with the EU could continue. Over the 
last years, a series of government changes to 
Poland's judicial system and an increasing 
control over the civil service and public media 
have weighed on the country's compliance with 

EU fundamental values. As a result, the EC 
activated Article 7 of the Lisbon Treaty in 
December 2017 and launched a series of 

infringement proceedings against Poland. The 
latest infringement procedure in April 2019, 
addresses the political abuse of Poland's judicial 
system and follows the decision of the European 

Court of Justice (ECJ) in October 2018 to order a 
temporary suspension of the new retirement law 
that lowered the ages of Supreme Court judges 
from 70 to 65. In response, the Polish 
government backtracked and allowed judges to 
return to work, which in DBRS's view reflects 

Poland's commitment to the EU. DBRS continues 
to monitor negotiations over the 2021-2027 EU 
Budget, also known as the Multiannual Financial 
Framework (MFF). Poland's growth rate has 

been boosted by absorption of EU structural 
funds which is likely to be lower in the next MFF. 
The expected lower availability of funds is mainly 

due to the process of GDP catch up of Poland's 
regions relative to the EU average as well as 
proposed cuts to the overall amount of structural 
and investment funds. At the same time, the 
EC's proposal to link EU funding to the rule of 
law as a condition to be eligible to use the 
allocation granted may adversely affect Poland. 

However, near- to medium-term growth 
prospects are unlikely to be impacted as funds 
under the 2014-2020 MFF are expected to be 
available until 2023 (T+3 rule).  
RATING COMMITTEE SUMMARY  

The DBRS Sovereign Scorecard generates a 

result in the AA (low) - A range. The main points 
discussed during the Rating Committee include 
rule of law, fiscal stimulus, EU funding and 
Poland's economic performance. KEY 

INDICATORS  

Fiscal Balance (% GDP): -0.4 (2018); -1.6 

(2019E); -1.4 (2020F) Gross Debt (% GDP): 
48.9 (2018); 48.2 (2019E); 47.4 (2020F) 
Nominal GDP (EUR billions): 496.5 (2018); 
523.0 (2019E); 555.3 (2020F) GDP per Capita 
(EUR): 12,924 (2018); 13,618 (2019E); 14,471 
(2020F) Real GDP Growth (%): 5.1 (2018); 4.2 

(2019E); 3.6 (2020F) Consumer Price Inflation 
(%): 1.2 (2018); 1.8 (2019E); 2.5 (2020F) 
Domestic Credit (% GDP): 120.2 (2018) Current 
Account (% GDP): -0.7 (2018); -1.2 (2019E); -
1.5 (2020F) International Investment Position 
(% GDP): -55.7 (2018) Gross External Debt (% 

GDP): 63.8 (2018) Governance Indicator 
(percentile rank): 74.0 (2017) Human 
Development Index: 0.87  

 
© DBRS Limited and DBRS, Inc. (collectively, DBRS). 
nDBR67G3oa 
©Thomson Reuters 2019. All rights reserved 
 
 

Romania 

Romania's end-April foreign debt rises  

13-Jun-2019  
BUCHAREST (Romania), May 14 (SeeNews) - 
Romania's foreign debt increased to 103 
billion euro ($116.4 billion) at the end of April 

from 99.4 billion euro at the end of 2018, the 
central bank, BNR, said on Thursday. 

The end-April figure includes 69.86 billion euro 
in long-term foreign debt, down from 67.96 
billion euro at the end of 2018, BNR said in a 
monthly balance of payments report. 
Long-term external debt service ratio fell to 
16.6% at end-April, compared to 21.2% at end-

2018. 
Goods and services import cover stood at 4.8 
months at end-April, from 4.9 months at end-
2018. 
The ratio of the BNR’s foreign exchange reserves 
to short-term external debt by remaining 

maturity decreased to 73.3% at end-April, from 
74.3% at end-2018. 

 
($=0.8897 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russia 

Russia may sell yuan certificates in 

hopes of getting Beijing to sell rouble-

denominated bonds 

07-Jun-2019 23:20:11  
Russia is again exploring selling yuan bonds 
to deepen its financial market connections 
with China and to boost trade in yuan and 
roubles to counter the dominance of the US 
dollar. 

It first considered selling a yuan bond back in 
2016, and after reviving the idea last year, is 
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¬revisiting the possibility as China and Russia 

seek to further strengthen ties amid escalating 

tensions with the United States. 
Russia would first sell a sovereign bond in yuan 
and list it on the Moscow Exchange, while China 
could also consider selling a government bond 
denominated in roubles, according to Denis 
Shulakov, first vice-president of the state-owned 

Gazprombank. 
"More than 15 Russian companies and banks 
are interested in [buying] yuan denominated 
bonds on the Moscow Exchange and on 
exchanges in China," Shulakov said, without 
revealing any further details, -including the 
¬progress of the plan. 

Additional government-led borrowing would be 
necessary to raise money to fund large energy 

projects that would be mutually beneficial, he 
said while speaking during a panel discussion at 
the St Petersburg International Economics 
Forum. 
China is Russia's largest trading partner, while 
Russia is China's largest crude oil supplier. The 
two countries had also made joint investments 

in various liquefied natural gas and natural gas 
projects, but most of these were ¬financed by 
the equity market and state subsidies, Shulakov 
said. 
"We don't see much private ¬investment [in 
these projects]," he said, adding China and 

Russia could leverage bond markets as 
alternative funding to finance the multibillion-

dollar long-term projects while also improving 
their capital market ties. 
The two nations have been keen to cut their 
dependence on the US dollar for some time as 
Washington uses access to the global US dollar 

payment system as a tool to punish nations and 
¬individuals for breaking its laws, even outside 
the US. 
Moscow and Beijing continue to talk about a 
new system for direct yuan-rouble payment 
settlements, even though the project had 
suffered multiple delays despite rhetorical 

support on both sides. In bilateral trade, about 

14 per cent of payments were already conducted 
in yuan and about 7 to 8 per cent in roubles, 

according to Russia's Finance Ministry. 
To cut exposure to the US dollar, the Russian 
central bank had been substituting the yuan for 
the US dollar in its foreign exchange reserves 
portfolio, purchasing US$44 billion worth of the 

Chinese currency in the second quarter of 2018, 
while selling more than US$100 billion. Russia 
held US$67 billion in yuan as of -mid-2018, 15 
per cent of its ¬international reserves. 
But Dina Malikov, president at the Russian 
Regional Development Bank, said there was "a 
lot to do still" if China and Russia wanted to 

significantly reduce their ¬dependence on the 
US dollar. 

"It would require market ¬incentives. Most 
trades in China and Russia are generated by 
¬state-owned firms. That's why governments 
have to spearhead the initiative," said Malikov, 

¬adding that more ¬trading of yuan and roubles 
would need support by central and state-owned 

banks from both countries. 

 
Copyright (c) 2019 South China Morning Post All rights 
reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Russia's debt chief says market "not 

bad" for Eurobond issue now  

10-Jun-2019  
MOSCOW, June 10 (Reuters) - The current 

market situation is "not bad" for a Eurobond 
issue but Russia will place sovereign bonds 
only if borrowing conditions are better than in 
March, head of the state debt department at 
the Finance Ministry said on Monday. 
"Now, when the external borrowing programme 

is fulfilled, there are no problems with raising 

funds on the domestic market, tapping the 
(global) market would be (designed) only to 
improve results that we showed early this year," 
Konstantin Vyshkovsky said. 
Russia last tapped the global debt market in 
March, raising $3 billion in a new dollar-

denominated Eurobond and 750 million euros 
($850 million) in a top-up issue of an existing 
euro-denominated Eurobond. 
Officials stepped up rhetoric about a possible 
Eurobond issue last week, saying market 
conditions were favourable for the placement. 
 
(Reporting by Darya Korsunskaya 
Writing by Andrey Ostroukh 
Editing by Raissa Kasolowsky) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Russian Eurobonds grind to halt after 

strong rally in recent days  

11-Jun-2019  
MOSCOW. June 11 (Interfax) - Prices for most 

Russian Eurobonds stopped making gains on 
Tuesday after a strong rally in recent days as 
investor appetite for risk subsided, while US 
Treasuries were down slightly, resulting in a 
slight narrowing of the spread between the 
two benchmark issues. 

Russia's benchmark 2030 bonds were up only 1 

basis point from previous closing by 6:15 p.m. 
Moscow time at 112.685% with yield at 3.23% 
per annum, 0.5 bps lower. Three-year US 
Treasuries were down 6 bps from previous 
closing at 100.25%, with yield up 2.5 bps at 
2.895%. Spread between Russia-30 and UST3 
narrowed 3 bps to 133.5 bps. 

Russia's 2043 bond was down 9 bps at 118.16% 
yielding 4.62%, up 0.5 bp; the 2042 bond was 
down 12 bps at 113.98%, yielding 4.625%, up 1 
bps; the 2026 bond was up 14 bps at 106.06% 

with yield down 2 bps to 4.75%; and the 2023 
bond rose 22 bps in price to 106.88% yielding 
3.14%, down 5 bp. 

The new 2047 bond was down 35 bps to 
107.83% with yield up 2 bps to 4.74%; and the 
new 10-year bond maturing in 2027 was down 
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10 bps at 102.54%, with yield up 1.5 bps at 

4.88%. 

 
Ng ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Russian finance minister sees debt 

risks from dollar, euro interest rates  

13-Jun-2019  
MOSCOW, June 13 (Reuters) - Emerging-

market companies could have trouble 
servicing their debt if interest rates rise in the 
dollar and euro areas, Russia's deputy finance 
minister said on Thursday, after talks with 
Group of 20 finance leaders that took place 

last weekend. 

Sergei Storchak, citing estimates made by 
Organisation for Economic Co-operation and 
Development (OECD), said bonds issued by 
emerging-market companies and rated just one 
notch above junk exceeded $10 trillion. 
"If interest rates swing higher, the refinancing of 

the accumulated debt would need to be carried 
out at rates that are twice as high or even 
higher than rates of the last five years," 
Storchak told reporters. 
The U.S. Federal Reserve was previously 
expected to raise rates, but such expectations 

have faded for now. The European Central Bank 

is expected to keep rates unchanged at least 
through the first half of next year. 
Leaders of the G20 states plan to discuss 
economic and financial issues, such as trade 
wars, at a summit in Japan's Osaka in late June. 
 
(Reporting by Darya Korsunskaya, writing by Andrey 
Ostroukh, editing by Larry King) 

(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Serbia 

Serbia sells 5.1 bln dinars (43 mln 

euro) of 3-yr T-notes, yield drops  

11-Jun-2019  
BELGRADE (Serbia), June 11 (SeeNews) - 
Serbia's finance ministry said it sold 5.1 
billion dinars ($48.5 million/42.8 million 
euro) of three-year Treasury notes at an 
auction on June 11 in a reopening of the 
issue. 

The average yield amounted to 3.39%, down 
from 3.63% on May 16, when the government 
sold securities with a par value of 13 billion 
dinars of the 100 billion dinars issue, the finance 

ministry said in a statement. 
The T-notes carry a coupon of 3.75% paid 
annually and will mature on January 17, 2022. 

The finance ministry targeted the sale of T-notes 
with a par value of 8.2 billion dinars at the 

auction. 

 
(1 euro = 119.071 dinars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Turkey 

Turkey dollar bonds drop on U.S. 

sanctions risk  

14-Jun-2019  
LONDON, June 14 (Reuters) - Turkish dollar 

bonds fell on Friday as investors worried over 
a rising risk of sanctions on the back of flaring 
tensions between Ankara and Washington 

over the purchase of Russian S-400 defence 
systems. 

The 2030 and 2036 issues fell more than 1 cents 
in the dollar, according to Tradeweb data. 
The U.S. has threatened to impose sanctions on 
Ankara under its Countering America's 
Adversaries Through Sanctions Act (CAATSA), 
the possibility of which has spooked investors 

and caused a selloff in the lira this year. 
Turkey warned it will "take reciprocal steps" if 
the U.S. imposes sanctions over the purchase of 
the Russian military equipment, Turkish Foreign 
Minister Mevlut Cavusoglu said on Friday. 
 
(Reporting By Tom Arnold, editing by Karin 
Strohecker) 
(( Tom.Arnold@thomsonreuters.com ; 
+442075428510; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine seeks sub US$1bn loan with 

World Bank guarantees   

08-Jun-2019  
The government of Ukraine is seeking a sub-
US$1bn loan with guarantees from the World 
Bank, according to several sources. 

The government has already sent out requests 
for proposals to banks for the loan and is looking 

for commitments of between US$75-$100m 
from each lender, the sources said. 
The maturity of the loan could be around 
seven years but not all of the loan will be 
covered by the guarantee. 
 “The loan will not be 100% covered by the 
guarantee which some people might have 
issues with,” one of the bankers said. 

 Although it is expected there will be enough 

appetite for the loan, a number of banks that 
traditionally lend into Central and Eastern 
Europe will not lend to the Ukraine government. 

“If it was my money I would be very cautious as 
the country is in dire straits. Where our risk 
finds comfort is in secured pre-export finance 
transactions with three or four Ukrainian clients 

who have revenue outside of the country," the 
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banker said.  "Ukraine has very shallow finances 

– it will probably get the money but only 

because of the World Bank pledges and because 
it is very politically popular to be seen 
supporting Ukraine at the moment.” 
A second banker said: “This is not a relationship 
play – it will only be interesting to the asset 
takers.” 

Ukraine, which is rated B- by both S&P and 
Fitch, raised US$2bn through an international 
bond offering in late October. It sold a US$750m 
note due February 2024 and a US$1.25bn bond 
due November 2028. 
 
((Sandrine.bradley@thomsonreuters.com; +44 207 
542 0651; Reuters Messaging: 
Sandrine.bradley.com@reuters.net;)) 
(c) Copyright Thomson Reuters 2019 
©Thomson Reuters 2019. All rights reserved. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

DBRS Confirms Argentina at B, Stable 

Trend  

14-Jun-2019  

Date of Release: June 14, 2019 
DBRS Confirms Argentina at B, Stable Trend 

Industry: Public Finance--Sovereigns 
DBRS, Inc. (DBRS) confirmed the Republic of 
Argentina's Long-Term Foreign Currency - 
Issuer Rating at B, and the Long-Term Local 

Currency - Issuer Rating at B (high). At the 
same time, DBRS confirmed the Short-Term 
Foreign and Local Currency - Issuer Ratings at 
R-4. The trend on all ratings is Stable.  

KEY RATING CONSIDERATIONS  
Argentina has made considerable progress 
reducing macroeconomic imbalances, but 
inflation remains stubbornly high and the 
economy remains in recession with a general 

election approaching in October. A combination 
of tax increases, reductions in public subsidies, 
and other efforts to streamline public 

expenditure are expected to produce a 
cumulative adjustment in the primary deficit 
from 4.6% in 2016 to 0% in 2019. Taking into 
account the remaining disbursements from the 
IMF program, this eliminates the need for net 
new financing this year. The political outlook 
nonetheless remains highly uncertain, as 

austerity measures have deepened the economic 
downturn just as the election campaign is about 
to start. This has weighed on the popularity of 
President Macri and could increase the risk of 
policy reversals by the next administration.  

The Stable trend reflects DBRS's assessment 

that the upside and downside risks to the rating 
are broadly balanced. On the one hand, policy 
continuity appears likely if President Macri is 
reelected or if a new administration broadly 

adheres to critical elements of the current IMF 

program, even if mixed with some increased 

interventionism. On the other hand, an 
administration that reintroduces domestic 
subsidies, price controls, and distortionary taxes 
would likely undermine fiscal and monetary 
policy discipline. 
RATING DRIVERS  
One or a combination of the following 
developments would likely put upward 

pressure on Argentina's ratings: (1) continued 
progress on disinflation and on the 
establishment of a credible inflation targeting 
framework; (2) fiscal discipline in line with 
existing 2019/2020 targets, combined with 

efforts to strengthen the tax base and improve 
the quality of public expenditure; (3) continued 

progress on structural reforms to boost 
investment and enhance medium-term growth 
prospects; or (4) increased evidence of a 
political consensus around the main pillars of 
macroeconomic stability, including through 

passage of the law on central bank 
independence. Downward pressure could 
emerge on the ratings if (1) fiscal or monetary 
policy discipline slips in the lead up to or 
following the general elections; or (2) the 
incoming government reneges on key policy 
commitments agreed under the IMF program, 

generating continued market pressures and 
limiting the availability of funding headed into 
2020 and 2021.  

RATING RATIONALE  
Pivotal 2019 Elections Will Determine the 
Path of Argentina's Economic Policies  

Argentina's national elections will be held on 
October 27. Voters will select the next President 
and close to half of Congress. If no Presidential 
candidate receives more than 45% of the vote 
(or more than 40% with at least 10% more than 
the next candidate), a runoff election between 
the top two contenders will be held on 

November 24. The final list of primary 
candidates will not be known until June 22, and 
the list of candidates for the general election will 
be finalized on September 7.  

Just as the last presidential election brought 
about a major policy shift, voters are faced with 
a similarly consequential decision in 2019. 

Mauricio Macri came into office promising 
change and has, in spite of some setbacks, 
delivered substantial reforms to cut Argentina's 
primary deficit, reduce indiscriminate public 
subsidies, roll back distortionary taxes and 
controls, and increase the efficiency of the public 

sector. The administration has worked to 
strengthen the independence of the central bank 
and introduce a credible inflation targeting 
regime. The initial gradual approach to deficit 
reduction and disinflation did not deliver the 
expected results, forcing the administration to 

accelerate the adjustment process in an election 

year. This has in turn posed a serious test to the 
political sustainability of the reform program.  
In this context, Macri's reelection prospects 
appear challenging. His vice presidential pick, 
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Miguel Pichetto, could help to significantly 

broaden his appeal to Peronists. Cristina 

Fernandez's earlier move to declare herself the 
vice presidential running mate to Alberto 
Fernandez, her late husband's former chief of 
staff, appears to have had similar motivations. 
There are other moderate Peronist candidates 
that could declare as candidates before the 

campaign officially begins, but polls suggest they 
will have an upward climb to defeat either of 
these leading candidates. Given that either 
administration will likely need the support of 
Peronists in Congress, this is likely to be a 
moderating force for both. However, the 

Argentine presidency has some leverage through 
revenue sharing arrangements with the 
provinces that is usually sufficient to obtain 

needed legislative support for key policy 
initiatives. Argentina's institutional weaknesses 
and the high degree of policy uncertainty remain 
a key credit challenge. The fate of several recent 

and proposed reforms, particularly the new law 
on central bank independence and the 
continuation of the IMF program, appears to be 
at risk in this election. Alberto Fernandez has 
expressed concerns regarding Argentina's debt 
burden, though he has also pledged to meet 
Argentina's payment obligations. The precise 

policy platform of a Fernandez government 
remains unclear, and could be more moderate 
than DBRS expects, closer to the moderate 
Peronists than to the administration of Cristina 

Fernandez (2007-15). However, DBRS sees a 
considerable risk of prolonged market and 

exchange rate turmoil if the new government 
appears unwilling to maintain fiscal discipline 
and adhere to key components of the existing 
IMF program. Considerable Progress on Fiscal 
Adjustment, but More Work to Do Following the 
Election  
The administration has reduced Argentina's 
primary deficit from a peak of 4.6% in 2016 to 

a projected 0% in 2019. The government will 
need to achieve a modest primary surplus in 
the months leading up to the election in order 

to achieve the 2019 target, as December wage 
payments usually result in a sizeable deficit for 

that month. Although there could be pressures 
to ease on fiscal policy in support of a weak 
economy, the target appears to be within reach. 

The government aims to achieve a primary 
surplus of 1% of GDP in 2020. More critically, 
additional efforts to improve the quality of the 
ongoing adjustment would help to ensure fiscal 
sustainability: tax reforms to broaden the tax 
base and rely less on distortionary export taxes; 
pension reforms to curb the growth of social 

spending, and other measures to boost the 
resources available for public investment.  
Argentina's public debt increased dramatically as 
a percentage of GDP during 2018, reflecting a 

major exchange rate shock combined with 
increased borrowing from the IMF. Debt 

increased from 57% of GDP in 2017 to 86% of 
GDP in 2018, as the peso lost 53% of its value 
against the US$ over the course of the year. 
Extensive dollarization within the public debt 

stock and a relatively shallow domestic market 

makes the government vulnerable to confidence 

shocks. Over one-third of public debt remains in 
the hands of the central bank and other public 
sector companies, and Argentina's overall 
reserve levels (bolstered by the IMF program) 
appear to be adequate. Refinancing needs are 
limited in 2019 due to the expected primary 

balance and continued disbursements under the 
IMF program. Nonetheless, repayments to the 
IMF in 2021 and 2022 could be challenging in 
the absence of a return of market confidence or 
a successor program.  
Having already experienced a large exchange 
rate-induced debt shock and benefiting (at 

least temporarily) from a more competitive 
currency, the risk of additional debt shocks 
appears relatively lower than in the recent 

past. However, domestic and international 
interest rates are presently at very high levels. 
For now, the reduced fiscal deficit and 
availability of IMF financing should enable the 
government to wait until real interest rates 

return to sustainable levels before tapping 
market financing. In the event of another 
adverse shock, the government will be forced to 
choose between additional IMF financing (likely 
with deeper conditionality to address structural 
challenges) or a return to monetization. The 
latter path may look easier to some 

policymakers in the short run, but would 
ultimately undermine Argentina's ability to repay 

its external debts. Tepid Economic Recovery in 
the Context of Strong Disinflationary Policies 
Economic activity has been depressed for the 
past four quarters (Q2 2018 through Q1 2019), 
as the impact of a severe drought and broader 

loss of confidence in the gradual adjustment 
effort have dampened consumption and 
investment. Fiscal policy has simultaneously 

turned contractionary, with subsidy 
reductions and increased export taxes 

affecting real disposable incomes. Argentina's 
economy is likely to stabilize and return to 

growth over coming quarters, supported by the 
agricultural sector, which is experiencing a huge 
increase in production following the 2018 

drought. Measured on a year-over-year basis, 
the economy is expected to contract 1.2% in 
2019. The IMF projects growth of 2.2% in 2020, 
close tto Argentina's estimated potential, but 

DBRS sees risks as skewed strongly to the 
downside. Tight monetary and fiscal policies, a 
need for wage restraint to support disinflationary 
objectives, and risks stemming from global trade 
restrictions are likely to dampen Argentina's 
growth performance this year and next. Growth 

could receive a temporary boost if the new 
government seeks to reverse some of the 
austerity measures enacted by the current 
administration, but this would likely be short-

lived and ultimately counter to the objectives of 
restoring macroeconomic stability. The BCRA's 
disinflationary efforts have experienced 

significant setbacks, in spite of strong 
government support for the program's 
objectives. Inflation has surged to 55.8% as of 
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April 2019, driven by a combination of higher 

administered prices, a weaker peso, and the 

strong inertial effects of successive wage 
negotiations to compensate for past inflation. 
The BCRA's policy framework was revised in 
October to establish a base money target, which 
is adjusted regularly to keep inflationary 
pressures in line with BCRA objectives. As of 

end-May 2019, base money growth was just 
under 30% y/y and short-term interest rates 
remain above 70%. Measured on a month-on-
month basis, inflation appears to be slowing, 
and inflation expectations declined from over 
40% in April to 36% in May. No further 

administered price increases are scheduled in 
the lead up to elections. Nonetheless, inflation 
will be significantly higher than the BCRA's 2019 

inflation target of 17%. Financial intermediation 
remains limited and credit markets continue to 
have limited influence over Argentina's economy 
and economic cycle. Funded by a limited deposit 

base of 21% of GDP, 37% of which is 
denominated in foreign currency, long-term 
borrowing is generally unavailable to most of the 
population. Credit to the private sector amounts 
to a mere 13% of GDP, with a similar proportion 
denominated in foreign currency (predominantly 
US$). Reduced External Imbalances and 

Enhanced Exchange Rate Competitiveness Bode 
Well for Economic Stabilization.  
Argentina's external accounts have largely 
rebalanced following the major devaluation of 
the peso during 2018, the domestic recession, 
and the ongoing recovery of the agricultural 

sector from last year's drought. The current 
account deficit fell to 1.8% of GDP in the fourth 

quarter, versus 5.2% of GDP for the full year, 
with the goods balance shifting into a surplus of 
3.5% of GDP in the fourth quarter. For the first 
four months of 2019, exports have fallen 1.8% 
y/y, though the harvest season is beginning and 
should provide some increased support to 
exports in coming months. Goods imports have 

fallen 28.9% y/y in the same period, showing 
the significant impact from the domestic 
recession, combined with income and 
substitution effects. The IMF expects the current 

account to remain in deficit this year and then 
widen slightly as the economy recovers, with a 
small surplus in the goods and services balance 

(1-2% of GDP) more than offset by a deficit in 
the income account (3-4% of GDP). DBRS 
remains concerned regarding the outlook for 
exports, given the global environment. A 
recovery in Brazil combined with increased trade 
integration within the region could provide some 

needed support to Argentina's manufacturing 
sector and boost growth prospects. Reliance on 
external borrowing and the widespread use of 
the US dollar are legacies of Argentina's lack of 
monetary policy credibility will remain a 

challenge for the foreseeable future. If the 
disinflationary process is ultimately successful 

and Argentina is able to allow for a more flexible 
exchange rate regime while achieving greater 
price stability, this could lay the foundation for 
growth in the domestic financial system, gradual 

dedollarization, and increased resilience in 

external accounts. In the event of a 

deterioration in credit fundamentals or in the 
external environment, DBRS considers it likely 
that Argentina would face material constraints 
on its access to foreign exchange. This reflects 
the extent of foreign currency borrowing within 
the economy and the likely use of foreign 

exchange reserves to support the peso. In 
addition, evidence suggests that Argentina 
would be reasonably likely to differentiate 
between its local currency and foreign currency 
debts. Although domestic financial repression 
(characterized by severely negative real interest 

rates) has eased significantly under the current 
administration and new central bank leadership, 
the value of most local currency debt has been 

gradually eroded by past (underreported) 
inflation and is held predominantly by public 
sector entities and other domestic banks. 
Accordingly, DBRS considers the risk of a default 

on Argentina's foreign currency debt to be 
somewhat higher than the risk of a default on 
local currency debt.  
RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 
result in the BB (high) - BB (low) range. 
Additional considerations factoring into the 

Rating Committee decision included: Argentina's 
limited market access, the high level of 
uncertainty surrounding the upcoming elections 
and policy outlook, and elevated risks to debt 

sustainability associated with domestic real 
interest rates and the potential for additional 

exchange rate shocks. The main points 
discussed during the Rating Committee include 
the potential policy implications of upcoming 
national elections, recent and expected progress 
on fiscal adjustment, inflationary pressures, the 
ongoing adjustment in the current account, 
exchange rate dynamics and prospects for 

stronger export growth, and risks to debt 
sustainability.  
KEY INDICATORS  
Fiscal Balance (% GDP): -5.1 (2018); -2.7 
(2019F); -1.5 (2020F) Gross Debt (% GDP): 

86.3 (2018); 75.9 (2019F); 69.0 (2020F) 
Nominal GDP (USD billions): 518.9 (2018); 

477.7 (2019F); 515.4 (2020F) GDP per capita 
(USD thousands): 11.6 (2018); 10.6 (2019F); 
11.3 (2020F) Real GDP growth (%): -2.5 
(2018); -1.2 (2019F); 2.2 (2020F) Consumer 
Price Inflation (%, eop): 47.6 (2018); 30.5 
(2019F); 21.2 (2020F) Domestic credit (% 

GDP): 22.6 (2017); 22.9 (2018) Current 
Account (% GDP): -5.4 (2018); -2.0 (2019F); -
2.5 (2020F) International Investment Position 
(% GDP): 2.7 (2017); 12.1 (2018) Gross 
External Debt (% GDP): 34.9 (2017); 60.9 
(2018) Foreign Exchange Reserves (% short-
term external debt + current account deficit): 

92.5 (2017); 138.2 (2018F) Governance 
Indicator (percentile rank): 55.8 (2017) Human 
Development Index: 0.83  
 
© DBRS Limited and DBRS, Inc. (collectively, DBRS).  
©Thomson Reuters 2019. All rights reserved. 
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Barbados 

Barbados sets out proposals to US 

dollar bondholders  

12-Jun-2019  
By Paul Kilby 
LONDON, June 12 (IFR) - Restructuring 

proposals put to holders of Barbados' US-
dollar debt have hit the limits of an IMF debt 
sustainability plan, leaving the country little 
flexibility to concede much more to creditors, 
the government indicated in a release on 
Tuesday evening. 

After months of discussions with bondholders, 

Barbados has offered two options to holders of 
the 7.25% 2021s, 7% 2022s and 6.625% 2035s 
as well as loans extended by Credit Suisse due 
in 2018 and 2019. 
It is offering to exchange that debt for an 
amortising step-up note due 2033, which will be 

issued at a 66.67% discount, and a new 3.25% 
amortiser due 2044 to be issued at par.  
The 2033 will have past due and accrued 
interest capitalised, a two-year grace period on 
principal and will see its coupon step up from 
3.5% to 7.5% in year three. 

The 2044 will have 100% of its past due and 
accrued interest written off, a 15-year grace 
period on principal and a fixed coupon of 3.25%.  

Both carry natural disaster clauses. 
Those terms should allow the country to achieve 
a 60% debt-to-GDP target in 2033, but leave 
little room for downside risks, it said. 
"Barbados is, and will remain, a small 
economy that is highly exposed to exogenous 
shocks and will continue to be one of the 
world's most highly indebted countries for 
some time to come," it said in a statement.  

The country's debt-to-GDP ratio stands at 125%, 
well above countries that have also undergone 
restructurings in recent years such as Jamaica 
(99%) and Belize (99%). 

The two different options are intended to cater 
to investors who value short-dated securities 

and interest payments as well as those who 
favour principal preservation above all else, it 
said.  
The government showed a willingness to 

continue debt talks and adjust proposals, but 
only within the confines of the IMF's debt 
sustainability plan.  
"The government of Barbados has improved the 
proposed terms as much as it possibly can given 
its commitment under the IMF-support 
programme," it said. 

The government said it would launch a formal 
exchange offer based on those options if 
alternative structures failed to achieve debt 

sustainability goals, thereafter giving creditors 
three weeks to respond.  
If 75% of the bondholders agree to the terms, 
untendered bonds will be restructured 

automatically, using collective action clauses. 
But if it is unable to meet that threshold, the 

government will leave the untendered debt 

outstanding. 

It also said it would not expect to resume 
servicing such debt on its existing terms or give 
better terms than offered to other holders who 
accept the exchange. 
"Barbados does not expect to have the resources 
available to resume servicing the existing debt 

instruments on current terms," it said.  
Last month creditors, speaking for 55% of the 
debt by value, expressed concern that Barbados 
would launch such an offer without their 
endorsement.  
"In our view for the government to launch (an 

offer) it has to have an endorsement by the 
(creditor) committee," a person familiar with the 
negotiations told IFR in May.  

"If it doesn't it becomes a failed deal." 
Investors expressed dismay last month over the 
fact that the government's advisory firm White 
Oak Advisory would make about US$27m from 

the restructuring, the Financial Times reported 
last month. 
No payments have been made on the dollar debt 
since Mia Mottley's government came to power a 
year ago. 
The Bds$12bn (US$6bn) domestic debt has 
already been restructured last October. The 

government said the proposed treatment of the 
non-domestic debt was similar to that received 
by domestic debt holders. 
 
(Reporting By Paul Kilby, Editing by Christopher Spink 
and Sudip Roy) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net  
chris.spink@thomsonreuters.com ; +44 20 7542 
3814; Reuters Messaging: 
chris.spink.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil's economic recovery hinges on 

fiscal reforms, central banker says  

11-Jun-2019  
BRASILIA, June 11 (Reuters) - The Brazilian 

economy's ability to emerge from its current 
funk and return to "more robust" levels of 
growth largely hinges on the approval and 
implementation of fiscal reforms, the central 
bank's deputy governor said on Tuesday. 

In a presentation to the OMFIF think tank in 
London, Tiago Berriel also said inflation is under 

control and that the central bank's sturdy policy 
framework and financial buffers will protect the 
Brazilian economy from shocks and setbacks. 
"Uncertainties regarding reforms, notably those 
of a fiscal nature, this year would postpone 

investment decisions," Berriel said, according to 

his presentation posted on the central bank's 
website.  
"An acceleration in the pace of economic 
recovery to more robust levels will depend on an 
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environment of reduced uncertainties regarding 

the approval and implementation of reforms," he 

said. 
Brazil's economy shrank by 0.2% in the first 
quarter, raising the prospect of a slide back 

into recession. Second quarter indicators and 
surveys released so far suggest there has been 
little improvement, if any. 
The government is trying to get its ambitious 

pension reform bill through Congress. But the 
proposal to save the public purse 1.237 trillion 
reais over the next decade is likely to be diluted 
and approval is taking longer than the 
government had hoped. 
Berriel insisted that a "gradual recovery will 

resume," adding that a flexible exchange rate, 
healthy balance of payments surplus and almost 

$400 billion of international reserves will protect 
Brazil from what is an increasingly uncertain 
international backdrop for emerging markets. 
 
(Reporting by Jamie McGeever 
Editing by Bill Trott) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 

jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil's National Congress approves 

supplementary credit to meet expenses  

12-Jun-2019  

By Maria Carolina Marcello 
BRASILIA, June 11 (Reuters) - Brazil's National 

Congress on Tuesday approved a 
supplementary credit worth 248.9 billion reais 
($64.62 billion) to ensure the government can 
make payments for social programs and meet 
other expenses. 
The bill was unanimously approved by the lower 
house and the Senate in a joint session after it 

had been endorsed by the federal budget 
committee earlier on Tuesday. It still needs to 
be signed by President Jair Bolsonaro. 
The bill is a priority for Bolsonaro's 
government, currently struggling to repair 
what most economists call an unsustainable 

public deficit. The legislation is seen as a way to 
work around the "golden rule," a fiscal 

regulation that prevents the government from 
borrowing to pay for recurring expenses.  
"It is the largest credit ever approved by the 
National Congress," Senate President David 
Alcolumbre said briefly before announcing the 
result, saying that the decision shows "political 
maturity" by the parties. 

 
($1 = 3.8515 reais) 
(Writing by Gabriela Mello; Editing by Jeffrey Benkoe 
and Leslie Adler) 
(( Gabriela.Mello@thomsonreuters.com ; +55 11 5644 
7553; Reuters Messaging: 
gabriela.mello.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

 

Brazil pension reform bill to generate 

savings of 913.4 bln reais  

13-Jun-2019  
BRASILIA, June 13 (Reuters) - An overhaul of 

Brazil's social security system will generate 
savings of 913.4 billion reais ($237 billion) 
over the next decade, the press office for the 
coordinator of a pension reform bill working 
through the lower house of Congress said on 
Thursday. 

That will be topped up by a further 217 billion 
reais from the cessation of transfers of funds 
from a workers protection fund to development 
bank BNDES, bringing the total fiscal impact to 

1.13 trillion reais, Congressman Samuel 
Moreira's office said.  

His long-awaited report also said that a 
retirement system based on private savings 
accounts is not the best system for Brazil, a 
country with low average incomes, and the costs 

of transitioning to a more market-based system 
are high.  
 
(Reporting by Maria Carolina Marcello 
Writing by Jamie McGeever) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

Ecuador to buy back 2020 bond 

through issuance of new debt  

10-Jun-2019  
QUITO, June 10 (Reuters) - Ecuador will launch 

an offer to buy back its 2020 bond in an 
operation that will be financed with the 
issuance of a new bond maturing in 2029, the 
country's finance ministry said in a statement 
on Monday. 

Ecuador, OPEC's smallest member, is struggling 
with tight liquidity amid a fiscal deficit that stood 

at 3 percent of GDP at the end of last year and a 

hefty foreign debt load. 
The Andean country in March reached a $4.2 
billion deal with the International Monetary Fund 
allowing it to receive an immediate 
disbursement of $652 million, opening the door 
for it to receive an additional $6 billion in loans 
from other multilateral institutions. 
Issuing new debt due in 2029 to finance the 
repurchase of the March 2020 bond would 
shift into the future the $1.5 billion bill for the 
paper that otherwise would have come due 
next year. 

The looming payment "is generating 
expectations on the international market about 

the country's finances and international 
reserves," the Finance Ministry said in a 

statement. 
"That Ecuador has the capacity to launch this 
operation on the capital market is good news, it 
is a sign of the confidence that the world 
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currently has in Ecuador and in the economic 

policy of the government," Finance Minister 

Richard Martinez said in the statement. 
The liability management operation, organized 
with the help of Citigroup, Deutsche Bank and JP 
Morgan, may also reduce the average cost of the 
2029 bonds and eventually the debt owed on 
them, the statement added. 

Ecuador's debt grew under former leftist 
President Rafael Correa, who endorsed current 
President Lenin Moreno in the 2017 election but 
has since become a critic of his successor's turn 
toward market-friendly economic policies. 
Skepticism of the IMF runs strong in Ecuador 

and throughout Latin America, where many 
blame Fund-imposed austerity policies for 
economic hardship.  

 
(Reporting by Alexandra Valencia, writing by Julia 
Symmes Cobb and Brian Ellsworth 
Editing by Chizu Nomiyama and Dan Grebler) 
(( julia.cobb@thomsonreuters.com ; +57-316-389-
7187) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Ecuador taps 2029 for US$1.125bn in 

debt refinancing  

10-Jun-2019  
By Miluska Berrospi 
NEW YORK, June 10 (IFR) - Ecuador returned 

to the international bond markets on Monday 
with a US$1.125bn tap of its 2029s in an 
effort to attend to looming debt maturities.  
The deal priced at 110.746 or a yield 9.05%, the 
tight end of guidance of 9.10% (+/-5bp) and in 
line with initial price thoughts of low to mid 9%.  
Final levels were also well inside the 10.75% 
achieved in January when the 2029s were first 

issued.  
Those bonds have rallied nicely since the 
government and the International Monetary 
Fund (IMF) agreed to ink a funding deal in 
February.  
On Monday, they were trading at a dollar price 
of 112.125 or a bid yield of 8.922%, though off 

a low of 8.545% seen on April 24, according to 
Refinitiv data.  
The deal is part of a liability management 
exercise to take out the country's 10.5% 2020 
notes. 
The government is offering a buyback price of 
106.0 on the tender and said it would redeem 
any securities that aren't absorbed in the 
transaction.  

"They wanted to buy themselves good will from 

the international markets," said a strategist. 
"They want to show that they stand ready to pay 
the 2020 bonds next year."  
This comes as the government of President 
Lenin Moreno tries to get its fiscal house in order 

and leave behind the populist policies of his 

predecessor.  
Earlier in the year, bondholders cheered Moreno 
after he agreed to a $US$4.2bn funding 
agreement with the IMF, including the potential 
for an additional US$6bn in loans from other 

multilateral institutions.  

"There was a time where every time (Ecuador) 

issued they used to blow-up their curve, but 
those days are over. It's a pretty good story," 
said a London-based investor. 
Even so, some questioned the timing of the 
refinancing given that the government still has 
much work ahead to achieve its goals. 

"I’m not convinced this was the right time to do 
it," said the strategist, noting that Ecuador is the 
early stages of an IMF program that still requires 
it to undergo tax and labor reforms. 
Nevertheless, Moody's said in May that the 
chances of the government achieving its goals 

had improved after four parties formed a 
coalition to push through reforms.  
"Before the coalition's formation, we believed 

cooperation between the legislature and the 
government would be difficult to attain; now it 
seems progress on the policy front is possible," 
it said. 

The benchmark transaction, rated B-/B-, was led 
by Deutshe Bank, Citigroup and JP Morgan.  
 
(Reporting by Miluska Berrospi; Editing by Paul Kilby) 
(( Miluska.Berrospi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico targeting 1% primary budget 

surplus  

12-Jun-2019  
MEXICO CITY, June 11 (Reuters) - Mexico's 

Finance Minister Carlos Urzua said on Tuesday 
that the government is aiming to reach a 1% 
primary budget surplus under the 
administration of President Andres Manuel 
Lopez Obrador, whose six-year term began in 
December. 

"We'll have this primary surplus as our principal 
goal," Urzua said at a banking conference in 
Mexico City. 

 
(Reporting by Sharay Angulo, Writing by Daina Beth 
Solomon, Editing by Sonya Hepinstall) 
(( daina.solomon@thomsonreuters.com ; +52 55 5282 
7150; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Peru 

Peru sells $2.5 bln worth of sovereign 

and global bonds  

14-Jun-2019  
LIMA, June 13 (Reuters) - Peru sold $2.5 billion 

worth of bonds this week, including $750 
million in dollar-denominated global bonds, a 
government source with knowledge of the 

operation told Reuters on Thursday. 

The government of Peru on Tuesday authorized 
up to $3.5 billion worth of bond issuances to 
help improve its debt profile and finance next 
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year's budget. 

As part of the operation, Peru sold nearly 6 

billion soles ($1.75 billion) in sol-denominated 
sovereign bonds expiring in 2034, with demand 
for them climbing to nearly 20 billion soles, said 
the source, who asked not to be named because 
an official announcement from the government 
had not yet been made. 
The sol-denominated bonds were issued at a 
5.4% interest rate, a record low for notes in 

the local currency, the source said. 
Peru also issued $750 million in dollar-
denominated bonds that expire in 2030, the 
source said. The dollar bonds drew $4 billion in 
orders and were sold at a 2.84% interest rate, 

he said. 
Peru is one of Latin America's most stable and 

fast-growing economies. 
 
(Reporting by Marco Aquino; Writing by Mitra Taj; 
Editing by Peter Cooney) 
(( mitra.taj@thomsonreuters.com ; +51 (1) 277-
9550; Reuters Messaging: 
mitra.taj.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Peru garners demand for first dollar 

deal since 2015  

13-Jun-2019  
By Miluska Berrospi 
NEW YORK, June 13 (IFR) - Peru returned to 

the dollar market for the first time since 2015 
on Thursday in a US$1bn equivalent dual-
currency deal that saw books swell to over 
US$10bn equivalent. 

Despite recent political upheavals, investors still 
see Peru as a relative safe haven in a region 
where in many countries growth prospects 
remain uncertain.  
"Peru is a very stable borrower," said an investor 

who put a bid in for the deal. "Good fiscal 
management like you see in Peru is a nice place 
to hide."  
The country saw demand on a sol-denominated 
15-year note hit over PEN$22bn (US$6.6bn) 
earlier in the day, while the 11-year dollar 

tranche drew in around US$4bn in orders. 
The sovereign launched S756.38m local 
currency issue at 5.40% and the US$750m 
tranche at 75bp over Treasuries, after tightening 
20bp-22.5bp from start to finish.  
At that level, the dollar bond is coming about 
5bp over its 4.125% 2027 which were trading at 

a spread of Treasuries plus 70.5bp but at a high 
dollar price of around 111.00, according to 
Refinitiv data.  
Peru was last in the dollar market in August 
2015 when it issued the 2027 at 99.766 to yield 
4.15% or US Treasuries plus 195bp.  
"We think this is in line with expectations. The 

government is taking good advantage of the 
massive rally in Peru and BBB rated credits in 
EM in general to issue at very tight spreads," 
said Jim Barrineau head of emerging market 
debt at Schroders.  
Average spreads on Peruvian debt have 

tightened 41bp year to date and 10bp over the 

last 10 days ending on Wednesday, according to 

ICE BAML data.  
HSBC, Morgan Stanley, Santander and 
Scotiabank are leads on the deal.  
 
(Reporting by Miluska Berrospi; Editing by Paul Kilby) 
(( Miluska.Berrospi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. VENEZUELA 
 
 

Venezuela 

Venezuela adds bigger bank notes due 

to hyperinflation  

12-Jun-2019  

CARACAS, June 12 (Reuters) - Venezuela is 

releasing new bank notes for the second time 
in less than a year, the central bank said on 
Wednesday, after hyperinflation eroded the 
effects of an August 2018 monetary overhaul 
meant to improve availability of cash. 

President Nicolas Maduro last year cut five 
zeroes off the currency and prices. The move 

was supposed to ease shortages of cash that 
pushed most of the economy toward debit and 
credit card operations and put heavy strain on 
digital commerce platforms. 
Banknotes of 10,000, 20,000 and 50,000 bolivar 
denominations will begin circulating on Thursday 

to "make the payment system more efficient and 

facilitate commercial transactions," the central 
bank said in statement. 
The largest of those bank notes, equivalent to 
about US$8, is more than the minimum wage of 
40,000 bolivars per month. 
Following the 2018 overhaul, the highest 

denomination notes were 500 bolivars, which 
now would not be enough to buy a piece of 
candy.  
Inflation in May reached 815,000 percent after 
peaking earlier this year above 1.7 million 
percent, according to the opposition-run 
congress. 

Maduro blames the OPEC nation's economic 
predicament on sanctions by the United States 

meant to force him from office. 
His critics say the collapse was caused by two 
decades of incompetent management that 
squandered hundreds of billions of dollars in oil 

revenue. 
 
(Reporting by Mayela Armas, writing by Brian 
Ellsworth; Editing by Cynthia Osterman) 
(( Mayela.Armas@thomsonreuters.com ; 
+582126552652; )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
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Angola 

IMF approves disbursement of $248.15 

mln under Angola's credit facility  

13-Jun-2019  

JOHANNESBURG, June 13 (Reuters) - The 

International Monetary Fund said its board 
had completed the first review under Angola’s 
extended arrangement and approved a 
disbursement of $248.15 million, taking the 
total of such payments to about $1.24 billion.  

"The Angolan authorities have demonstrated 
strong commitment to policies under the Fund-

supported program," the IMF's first deputy 
managing director and acting chair, David 
Lipton, said in a statement.  

"However, a weakened external environment, 
notably the heightened volatility in the 
international price of crude oil, is posing 
challenges to their reform efforts."  

 
(Reporting by Tanisha Heiberg; Editing by Clarence 
Fernandez) 
(( Tanisha.Heiberg@thomsonreuters.com ; 
+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ethiopia 

Ethiopia forecasts 9% growth, plans 

higher spending in 2019/2020  

11-Jun-2019  
By Dawit Endeshaw 
ADDIS ABABA, June 11 (Reuters) - Ethiopia's 

economy is projected to grow by 9% in 
2019/2020, finance minister Ahmed Shide 
told lawmakers on Tuesday as he presented 
plans to raise spending in one of Africa's 
fastest-growing economies. 

The data in Ethiopia's draft budget provides an 
insight for investors keen to gain a foothold in 
Ethiopia, whose population makes it the 
continent's second-largest market.  

Ahmed proposed 386.9 billion birr ($13.48 
billion) in government spending for 2019/2020, 
which if approved will be 12% higher than 
2018/2019's 346.9 billion birr figure. 
Lawmakers from the ruling coalition, who 
dominate parliament, are expected to approve 
the plans in the next few weeks.  

William Davison, a senior analyst at Brussels-

based Crisis Group, said the growth targets were 
ambitious. The International Monetary Fund in 
April projected the country's growth for 2019 at 
7.7%.  
"This projection appears to be based on factors 
such as positive investor sentiment amid a more 
pro-business regulatory environment, which the 

authorities clearly hope will counteract reduced 
spending on infrastructure, a recent key growth 
driver," he told Reuters.  
Ethiopia had scheduled power cuts because of 
insufficient water in hydropower dams and the 

possibility of further political instability which 

might constrain growth, as it did in the year of 

2017/18, he said.  
Prime Minister Abiy Ahmed came to power in 
2018 following three years of intermittent 
protests and embarked on ambitious reforms, 
including proposals to open up the state-
owned telecoms firm and the national carrier 
Ethiopian Airlines to private investors. 

But he faces a number of challenges, including 

shortages of foreign currency. The draft budget 
said the government plans to get 40 billion birr 
in loans and 37 billion birr in grants, a bit less 
than half of the target in this year's budget for 
combined loans and grants.  
Last September, China restructured some of its 
loans to Ethiopia, including financing for a $4 

billion railway.  
Ethiopia's total outstanding foreign debt stands 
at 27 billion dollars. Of that, 15.8 billion dollars 
is government debt and the remainder is owed 
by state-owned enterprises. 
 
($1 = 28.6713 birr) 
(Writing by Omar Mohammed and Katharine Houreld; 

Editing by Andrew Heavens and Ed Osmond) 
(( omar.mohammed@thomsonreuters.com ; +254 20 
499 1232; Reuters Messaging: 
omar.mohammed.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Kenya to raise capital gains tax to 

shore up revenues  

13-Jun-2019  
• Analysts disappointed by lack of 
spending cuts 
• Kenya's finance minister moves to 
repeal rate caps 
• Kenya to cut budget deficit to 5.6% of 
GDP 

• Tanzania and Uganda raise spending 
Updates with MP arrested for assault, walkout 
of female MPs 

By Duncan Miriri and John Ndiso 

NAIROBI, June 13 (Reuters) - Kenya will more 

than double its capital gains tax rate to 12.5% 
from 5% to bring it in line with international 
standards, Finance Minister Henry Rotich said 
in budget proposals to parliament on 
Thursday. 

Analysts said the move showed the government 

had opted to squeeze already hard-pressed 
taxpayers, rather than cut expenditure, to make 
ends meet. 
"They are basically trying to get more and more 
out of a small tax base," said Kenneth Minjire, 
head of securities at Nairobi-based Genghis 

Capital. 

The speech was partly overshadowed by a 
walkout by female legislators after one of them 
was allegedly assaulted by a male lawmaker 
before it began.  
Videos of Fatuma Gedi weeping and bleeding 
from the mouth circulated online and Kenyan 
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police later tweeted they had arrested Rashid 

Kassim Amin, an MP from her area. Media 

reported the two had argued over funding.  
The East African economy is one of the fastest 
growing in the region, expanding by 6.3% in 
2018 on the back of a good harvest in a country 
where farming makes up about a third of output. 
Rotich said growth would remain steady next 

year.  
However, investors have been unnerved by a 
jump in government debt, to more than 55% 
of GDP from 42% in 2013. Rotich said that 
would fall.  

He said some countries, including East African 
neighbours, had much higher rates of capital 
gains tax at 20-30%. The tax usually accrues 

from the sale of assets like land, buildings and 

machinery. 
"There is need to review the capital gains tax 
legislation in order to enhance equity and 
fairness as well as harmonize the rate with other 
jurisdictions," the minister said. 
He exempted companies undergoing 

restructuring. 
Rotich raised total expenditure nearly 10 
percent to 2.8 trillion shillings ($27.6 billion), 
with more than 40 percent going on 
government wages and other recurrent 
expenditures. 

"What we are really not focusing on is actually 
reducing the expenditure," said Nikhil Hira, 
director for tax at Bowman's Coulson Harney 

LLP, a Nairobi legal practice. "The wastage that 
we have in our government is huge." 
The government will cut its budget deficit in the 
2019/20 (July-June) financial year to 5.6% of 
GDP from 7.4% in the current fiscal year, which 
ends this month, Rotich said. It will fill the 

funding gap through net local borrowing of 
283.5 billion shillings and 324 billion shillings in 
net external borrowing, he said.  
Rotich also made another proposal to remove a 
cap on commercial lending rates, after 
legislators thwarted his attempt last year. 
The cap was introduced to reduce lending costs 

and increase access to credit, he said, but 
instead it starved small businesses of much-

needed credit as banks declined any potentially 
risky loans. 
In neighbouring Tanzania and Uganda, finance 
ministers have also increased spending, saying 
they were investing in infrastructure in railways 

and power generation plants.  
 
($1 = 101.4500 Kenyan shillings) 
(Additional reporting by Nuzulack Dausen in Dar es 
Salaam and Elias Biryabarena in Kampala; writing by 
Duncan Miriri; Editing by Katharine Houreld and Toby 
Chopra) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Rwanda 

Rwanda spending to rise 11% in 

2019/20  

13-Jun-2019   
KIGALI, June 13 (Reuters) - Rwanda's overall 

spending will rise 11% in 2019/20 (July-
June) fiscal year to 2.877 trillion Rwandan 
francs ($3.16 billion), while 2019 economic 
growth will be slower than a year earlier, its 

finance minister said on Thursday. 
Uzziel Ndagijimana proposed that 85.8% of the 

budget would come from internal sources, and 
the rest from external grants. The economy is 
projected to grow 7.8% in 2019 from 8.6% in 

2018, he said. 
 
($1 = 909.1344 Rwandan francs) 
(Reporting by Clement Uwiringiyimana; Writing by 
George Obulutsa; Editing by Omar Mohammed) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

Moody's lowers South African growth 

forecast after Q1 slump  

10-Jun-2019  
JOHANNESBURG, June 10 (Reuters) - Ratings 

agency Moody's said on Monday that it had 
lowered its forecast for South Africa's 2019 
economic growth to 1.0% from 1.3% after it 
said a first-quarter contraction had dented the 
government's revenue and policy options. 

Moody's is the last of the big three international 

credit firms to rate South Africa at investment 
grade. 
President Cyril Ramaphosa's efforts to revive 
Africa's most advanced economy were dealt a 
blow last week when data showed gross 
domestic product had contracted by a quarterly 

3.2% in the first three months of 2019, the 

largest contraction in a decade.) 
Ramaphosa's African National Congress (ANC) 
is also in the midst of a row over the central 
bank's role, which has rattled financial 
markets.  

"The quarterly decline, the largest in 10 years, is 
credit negative for the Government of South 
Africa's (Baa3 stable) revenue and policy 

options," Lucie Villa, Moody's lead sovereign 
analyst for South Africa, wrote in a research 
report. 
"The first-quarter contraction presages low 
growth in the year as a whole," Villa added. 
If Moody's were to relegate South African debt 

to "junk" status, billions of dollars could leave 

the economy, analysts say. 
 
(Reporting by Alexander Winning; editing by John 
Stonestreet) 
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(( alexander.winning@tr.com ; +27 11 595 2801; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tanzania 

Tanzania spending to rise 2% to 33.11 

trillion shillings  

13-Jun-2019  
DAR ES SALAAM, June 13 (Reuters) - 
Tanzania's overall spending will rise 2% to 
33.11 trillion shillings ($14.43 billion) in 
2019/2020, while borrowing 4.96 trillion 
shillings from the domestic market, Philip 
Mpango, its finance minister told parliament 
on Thursday.  

The government also plans to borrow 2.32 

trillion shillings from external non-concessional 
sources, Mpango said.  
East Africa’s third-largest economy is investing 
heavily in public infrastructure projects as it 
seeks to profit from its long coastline and 
upgrade its rickety railways and roads to serve 

the growing economies in east and central 
Africa.  
 
($1 = 2,295.0000 Tanzanian shillings) 
(Reporting by Nuzulack Dausen; writing by Omar 
Mohammed; editing by George Obulutsa) 
(( omar.mohammed@thomsonreuters.com ; +254 20 
499 1232; Reuters Messaging: 
omar.mohammed.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tunisia 

IMF disburses $247 mln loan tranche 

to Tunisia   

12-Jun-2019  
By Tarek Amara 

TUNIS, June 12 (Reuters) - The International 

Monetary Fund on Wednesday approved the 
payment of a $247 million loan tranche to 
Tunisia, the sixth under its loan programme 
with the North African country, Minister of 
Reforms Taoufik Rajhi told Reuters. 

Tunisia struck a deal with the IMF in December 
2016 for a loan program worth around $2.8 

billion to overhaul its ailing economy. It included 
steps to cut chronic deficits and trim bloated 
public services. 
This will bring total disbursements to about $1.6 
billion since 2016. 
The IMF approval will open the way for 
Tunisia to sell bonds worth up to $800 million 
this year. 

Tunisia needs around $2.5 billion in external 
financing in 2019, officials said. 

The North African country has been hailed as the 

Arab Spring’s only democratic success because 
protests toppled autocrat Zine El Abidine Ben Ali 
in 2011 without triggering violent upheaval, as 
happened in Syria and Libya. 
But since 2011, nine cabinets have failed to 

resolve Tunisia’s economic problems, which 

include high inflation and unemployment, and 

impatience is rising among lenders such as the 
IMF, which have kept the country afloat 
The IMF had wanted Tunisia to freeze public-
sector wages - the bill for which doubled to 
about 16 billion dinars ($5.5 billion) in 2018 
from 7.6 billion dinars in 2010. 

In order to cut the energy deficit demanded by 

the IMF, the government last March raised fuel 
prices, the fifth hike in 12 months. 
The parliament also approved last April a law to 
raise the retirement age for civil servants by two 
years and impose social security taxes on 
employees and employers, another key reform 
demanded by the country’s international lenders 

to stabilize its finances. 

 
(Reporting By Tarek Amara; Editing by Toby Chopra) 
(( tarek.amara@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uganda 

Uganda government spending to rise 

23% in 2019/20  

13-Jun-2019  
KAMPALA, June 13 (Reuters) - Uganda plans to 

raise its spending by 23% in 2019/20 (July-

June) to 40.1 trillion shillings, and its fiscal 
deficit will rise, its finance minister said on 
Thursday in his budget speech. 

Matia Kasaija said in parliament the 2019/2020 
fiscal deficit will be 8.7% of GDP, up from 5.8% 
in this fiscal year, which ends this month.  
He said the government will borrow 2.8 trillion 
shillings from domestic markets in 2019/20 up 

from 2.2 trillion shillings in 2018/19. External 
financing will be 10.11 trillion shillings, but he 
did not say how much of this will be borrowed. 
 
(Reporting by Elias Birayabarema; Writing by George 
Obulutsa) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

World Bonds Wave Recession Flags as 

Future Inflation Evaporates  

07-Jun-2019  
London, 1440, Jun 7, 2019, SPA -- After almost 

three years of successfully predicting a global 
economic revival, world bond markets are 
furiously flagging the risk of yet another 
recession, as well as low inflation for a 

generation, Reuters reported. Spooked by the 
escalating U.S.-China trade war, long-term 
interest rates embedded in government bond 
markets - widely seen as the most accurate 
predictors of future economic activity and 
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inflation - have relapsed into deep troughs. U.S. 

Treasury yields have plunged 50 basis points in 

seven weeks, while sub-zero German 10-year 
bond yields are at record lows. In Japan, Britain, 
Switzerland and France, borrowing costs are at 
their lowest since 2016 - when financial markets 
were hit by a combination of blows including 
Britain's shock decision to leave the European 

Union and an economic slowdown in China. 
Recession is not a given. Bond markets may be 
pointing that way but some other indicators, 
such as equity markets, are not as bearish. 
However trade tensions, also including a recent 
U.S. plan to impose tariffs on Mexico, may be 

what's making the present slide in bond yields 
different. Expectations for future inflation 

globally have tumbled as a result of fears 
about slowing growth, or recession, at a time 
when major central banks have limited 
ammunition following years of ultra-easy 

monetary policy. Britain is an exception 
because of Brexit. The most prominent bearish 
signal for economic growth is coming from the 

U.S. bond curve where the 3-month/10-year 
yield curve is near its most inverted since 2007 - 
the months leading up to the global financial 
crisis. An inverted curve, where long-dated 
yields are below short-dated ones, has proved a 
powerful recessionary indicator. 
 
All Rights Reversed for Saudi Press Agency Provided by 
SyndiGate Media Inc. ( Syndigate.info ). 
Copyright (c) 2019 SyndiGate. All Rights Reserved. 
©Thomson Reuters 2019. All rights reserved. 
 

EMERGING MARKET 
 

Emerging markets entering dangerous 

phase  

13-Jun-2019  

LONDON, June 13 (Reuters) - Emerging 

markets are entering a dangerous and more 
volatile phase, analysts at French bank 
Societe Generale warned on Thursday, with 
increasing concerns about softer growth, 
recessions or even crises. 
Though in the short term both EM currencies and 
bonds are likely to be supported by expectations 
of U.S. interest rates cuts, the longer-term view 

looks tough. 
"We are entering a dangerous and higher 
volatility phase for emerging markets," SocGen's 
analysts said in a new report. "Owning EM 
assets, especially if just for carry, at this stage 
of the cycle is playing with fire." 
 
(Reporting by Marc Jones, Editing by Helen Reid) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019. 
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