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ASIA 
 

China 

China Jan-Aug fiscal expenditure up 

6.9 pct yr/yr  

12-Sep-2018  
BEIJING, Sept 12 (Reuters) - China's fiscal 

expenditure in the first eight months of 2018 
rose 6.9 percent from a year earlier, the 
finance ministry said on Wednesday. 

In August alone, government spending picked 

up 3.3 percent from a year earlier, in line with 

the growth in July. 
China's fiscal revenue for Jan-Aug rose 9.4 
percent from the same period a year earlier, the 
ministry said on its website. 
The Chinese government has pledged to deploy 
a more active fiscal policy to support wobbling 

economic growth to soften the blow from a 
heated trade war between Beijing and 

Washington. 
 
(Reporting by Beijing Monitoring Desk; Editing by Vyas 
Mohan) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Chinese domestic green bond indices 

displayed on Luxemburg bourse  

13-Sep-2018  
SHANGHAI, Sept. 13 (Xinhua) -- Prices of three 

of China Central Depository & Clearing's 
(CCDC) domestic green bond indices were 
simultaneously displayed in the Luxembourg 
bourse starting Wednesday. 

The bonds indices, including ChinaBond China 
Climate-Aligned Bond Index, ChinaBond China 

Green Bond Select Index, and ChinaBond China 

mailto:Publicdebtnet.dt@tesoro.it
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Green Bond Index, are designed to reflect the 

performance of Chinese domestic green bonds 

mainly used to support projects in China, 
including clean transportation and green finance. 
With their simultaneous display on the 
Luxembourg Stock Exchange (LuxSE), overseas 
investors can get a better understanding of the 
China bond market. 
"Today marks a milestone in the development 
of the links between China's domestic green 
bond market and the international investment 

community," said Robert Scharfe, CEO of 
Luxembourg Stock Exchange. 
Scharfe said the display of these indices in China 
and on the LuxSE platform closes an existing 
information gap on Chinese green bonds for 

investors around the globe, which marks the 

first step of an even more substantial 
cooperation on the basis of the vast portfolio of 
existing green bonds currently present in the 
portfolio of CCDC bonds. 
Jin Penghui, deputy director of the People's Bank 

of China (PBC) Shanghai Head Office and 
director of PBC Shanghai Branch, said the 
overall volume of China's bond market exceeded 
81 trillion yuan (11.8 trillion U.S. dollars) at the 
end of this August, ranking third in the world, 
and the volume of China's green bonds reached 
495.3 billion yuan. 

By the end of this August, 1,147 overseas 
investing institutes held 1.75 trillion yuan of 
China's bonds, accounting for 2.4 percent of the 

market. The scale of bonds held by overseas 
investors has seen continuous growth over the 
past 18 months.  
 
Copyright (c) 2018 Xinhua News Agency 
 
 

China's cabinet tells state firms to debt 

levels  

13-Sep-2018  
•China pledges sound policy environment to 
help firms cut debt 
•To push forward state firm restructuring, let 
some go bankrupt 
•To allow highly indebted state firms to 
expand equity financing 

BEIJING, Sept 13 (Reuters) - China aims for a 

cut of 2 percentage points in the average ratio 
of liabilities to assets held by its state-owned 
enterprises (SOEs) by 2020 from 2017, state 

news agency Xinhua on Thursday quoted the 
cabinet as saying. 

Beijing has made reining in corporate debt a key 
goal this year, while also trying to push forward 
reform of powerful state-owned firms. Most 
Chinese corporate debt is held by state firms, 
and recent data shows some progress has been 
made. 

The government will create a sound policy 

environment to help the firms cut debt, it added, 
quoting guidelines issued by the cabinet, or 
State Council. 
"Strengthening asset-liability constraints of 
state-owned enterprises is an important 

measure to prevent and resolve major risks," 

Xinhua said. 

The government will push forward mergers and 
restructuring of state firms, allowing "zombie 
firms" and highly indebted local government 
financing vehicles to go bankrupt, according to 
the guidelines. 
China's highly indebted state firms should cut 

the ratios of their liabilities to assets to a 
reasonable level as soon as possible, Xinhua 
said. 

China will steadily push forward market-based 
debt-to-equity swaps and debt restructuring, 
and will allow highly indebted state firms to raise 
capital and expand equity financing, 
it added. 

It will also drive mixed-ownership reforms for 

state firms to attract private investment, Xinhua 
said. 
Financial institutions cannot make new loans to 
state firms being closely monitored for debt 
risks, and local governments will be barred from 
raising hidden debt in the name of corporate 

debts, Xinhua said, citing the cabinet. 
 
(Reporting by China monitoring desk and Kevin Yao; 
Editing by Clarence Fernandez) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China data shows pressure building on 

economy despite output surprise  

14-Sep-2018  
•Latest data reaffirms views economy 
continues to cool 
•Gov't support measures will take time to be 
felt 
•Exports still resilient but seen falling soon on 
US tariffs 

•Investment growth falls to fresh record low  
•Aug industrial output, retail sales better than 
forecast 
•Strong property sector showing some fatigue 

BEIJING, Sept 14 (Reuters) - China's growth 

looks set to cool further in coming months, 
with a barrage of August economic data doing 
little to dispel views that domestic demand is 
softening and government support measures 
will take some time to kick in. 

While industrial output and retail sales readings 

on Friday were better than expected, most other 
indicators over the past week were more 
downbeat, with a key investment gauge falling 
to a fresh low and broad credit growth the 
slowest on record. 
Two other bulwarks of the economy are also 

starting to look a bit shaky, with exports 
expected to succumb to the cumulative weight 
of U.S. tariffs and the property sector losing a 

step from July.  
"We believe China's overall economy continues 
to slow, and this could worsen in coming 
months," economists at Nomura said in a note. 

Nomura and other China watchers expect more 

mailto:Publicdebtnet.dt@tesoro.it
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growth-boosting measures from Beijing in 

coming months to cushion the economy and 

weather the U.S. trade war, but some warn high 
debt levels may give policymakers less room for 
stimulus than in the past. 
BRIGHT SPOTS? 
On the surface, two bright spots in the August 
data were industrial output and retail sales, 
which picked up more than forecast.  

Most economists, however, believe the gains are 
unlikely to be sustained, with business 
conditions in the world's second-largest 
economy expected to get worse before they get 
better. 
Industrial output rose 6.1 percent from a year 
earlier, the National Bureau of Statistics (NBS) 

said, a tick better than July. 

Retail sales rose 9.0 percent, driven by jewellery 
and home appliances. Analysts had expected 8.8 
percent, unchanged from July and not far from a 
15-year low.  
A closer examination of both data series, 

however, pointed to signs of underlying 
weakness. 
Industrial exports looked solid, but analysts 
believe companies have been rushing out 
products, or "frontloading", to beat U.S. tariffs, 
raising the risk of a slump later in the year.  
Production of key goods such as motor vehicles 

and transport equipment continued to decline. 
Output of cars barely grew, while steel mills, 
aluminium smelters and oil refiners all throttled 

back output from recent high levels.  
Growth in hi-tech products like semiconductors 
and industrial robots also slowed sharply. 
Auto sales, which account for a tenth of retail 

sales, fell 3.2 percent on-year as Chinese 
consumers turned more cautious. 
INVESTMENT STILL SLUGGISH 
Investment data - a key indicator of future 
activity - also pointed to a further loss of 
economic momentum. 

Fixed-asset investment growth slowed to 5.3 
percent in January-August, weighed down again 

by slowing infrastructure growth. Analysts polled 
by Reuters had expected 5.5 percent, the same 
as the previous all-time low hit last month. 

For August, fixed-asset investment rose 4.6 
percent, Reuters calculations showed. 
Growth in infrastructure spending, a powerful 

economic driver last year, also slowed to 4.2 
percent in the first eight months of the year, 
from 5.7 percent in January-July. 
While Beijing has accelerated approvals for road 
and rail projects in recent months, a familiar 
tactic used in past downturns, analysts note it 
will take time for construction to begin and put a 

floor under weakening economic growth.  
"Fixed-asset investment growth is expected to 
stabilise, but talking of a rebound I suspect the 
difficulty will be relatively big," said statistics 

bureau spokesman Mao Shengyong. 
Private sector fixed-asset investment rose 8.7 
percent in January-August, easing marginally 

but still a source of support. Private investment 
accounts for about 60 percent of overall 
investment in China. 

Real estate, one of the few standouts on the 

investment side, also moderated as tight 

controls on the sector continued to take out 
speculative heat. While growth was still solid at 
9.2 percent on-year, a sustained tail-off could 
sharply increase the risks to the economy, 
especially if the trade war worsens.  
GROWTH BOOSTING MEASURES 
With Washington ratcheting up trade 
pressure, Chinese policymakers have shifted 
their focus in recent months to easing credit 
conditions and shoring up business 
confidence.  

In addition to ramping up spending, China is 
pumping more money into the banking system 
to bring down financing costs. 
It is also urging banks to keep lending to smaller 

firms, but rising bad loans and defaults are 
making lenders cautious, complicating the 
central bank's policy push. 
Top officials have vowed they will not resort 
to strong stimulus as in past slowdowns, a 
choice that boosted growth but fueled a 
mountain of debt and systemic financial risks 
that regulators are still struggling to address. 

But most economists suspect Beijing may start 
opening the taps wider in coming months if 
growth deteriorates sharply. 
ING's Iris Pang believes the scale of fiscal 
stimulus this year and next will be equivalent to 
the massive support that authorities rolled out 
during the global financial crisis. 

"Expect a total 5 trillion yuan fiscal stimulus for 
the rest of 2018, and another 5 trillion yuan of 
fiscal stimulus in the first half of 2019," she said 
in a recent note. 
"Then the scale of around 10 trillion would be 
equivalent to then 4 trillion yuan stimulus in 
2009," she said, noting the economy is far larger 

now. 
 
(Reporting by Kevin Yao and Stella Qiu; Editing by Kim 
Coghill) 
(( fang.cheng@thomsonreuters.com ; 8610-
66271024; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Georgia 

Fitch may raise Georgia rating if 

growth is strong, external shocks 

avoided  

13-Sep-2018  
By Margarita Antidze 
TBILISI, Sept 13 (Reuters) - Fitch Ratings may 

upgrade Georgia's sovereign credit rating if 
the country maintains strong economic 
growth and macroeconomic stability and 
further improves its finances. 

Georgia is recovering from a decline in exports 

and a plunge in the currencies of Russia, Turkey 

and Azerbaijan, its main trading partners. That 
has depressed growth in recent years. 
"If we see positive development in both of these 
areas (economic growth and fiscal finances), 
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there is a potential for sovereign rating to go 

up," Kit Ling Yeung, associate director of 

sovereign ratings at Fitch, told Reuters on the 
sidelines of the agency's annual conference in 
the capital Tbilisi. 
Fitch reaffirmed Georgia's long-term foreign 
currency rating at "BB-" with a positive 
outlook last month. 

Risk of a strong external shock might hurt 

Georgia's growth prospects, Ling Yeung said. 
Fitch expects the Georgian economy to expand 
by 5.2 percent in 2018 and 4.9 percent in 2019. 
Growth accelerated in the first seven months of 
2018, rising 5.5 percent year-on-year compared 
with 4.4 percent in the same period of 2017 as 
exports recovered and remittances from abroad 

rose. The government expects 4.5 percent 

growth in 2018, or more than double the growth 
rate of its neighbour Russia.  
"We expect the growth to be largely 
domestically driven," Ling Yeung said, adding 
that it would be depend largely on the amount of 

investment in the Georgian economy. 
Foreign direct investment in Georgia in the 
second quarter rose 9.4 percent year-on-year. 
Total FDI was $389.2 million, up from $355.8 
million in the second quarter of 2017 and $287 
million in the first quarter of 2018. Energy and 
transport got the most investment; Azerbaijan 

was the biggest investor.  
Domestic consumption, favourable governance 
and double-digit growth in tourism helped the 

economy, which resisted external shocks in 
neighbouring countries, Ling Yeung said. 
"It's quite encouraging to see that the Georgian 
economy seems to be quite resilient, despite the 

fact that we've seen some regional volatility," 
she said. 
Western countries imposed sanctions on Russia 
in 2014 for its role in the Ukraine crisis. The 
sanctions were extended for alleged meddling in 
the U.S. elections and Russia's suspected the 

poisoning of a Russian former agent in Britain.  
The threat of further sanction has put 
pressure on Russia's rouble and government 
bonds since early August.  

Georgia's economic weaknesses are high 

dollarisation, a large current account deficit -- 
about 10.3 percent of the gross domestic 
product -- and government debt worth over 40 

percent of GDP, Ling Yeung said.  
Fitch projects Georgia's fiscal deficit will narrow 
to 2.6 percent of GDP in 2018 and 2019 from 
2.9 percent last year, Ling Yeung said. Annual 
inflation is expected to remain around 3 percent 
target. 
 
(Editing by Larry King) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

India 

Moody's sees no immediate risk to 

India's rating on rupee decline  

12-Sep-2018  
NEW DELHI, Sept. 12 -- The sharp depreciation 

in the rupee is unlikely to impact India's 
sovereign credit profile because of the 
country's rupeedenominated bonds and the 
robust foreign exchange reserves, a top 
official at Moody's Investors Service said. 

"The impact of rupee depreciation on India's 
sovereign credit profile is mitigated by the 

currency composition of government debt and 
foreign exchange reserve buffers," said William 

Foster, vice-president, sovereign risk group at 
Moody's. 
"The government relies nearly entirely on 
local currency-denominated financing, with 
under 4% of its debt denominated in foreign 
currency, compared to a median of 37% for 

BAA-rated sovereigns," Foster, who is Moody's 
India sovereign analyst, said in an email 
response to 
Mint's queries. 
Risk aversion, which has recently soared across 
emerging markets, and the widening of India's 
CAD to 2.4% of GDP in the June quarter, driven 

by higher oil prices and robust non-oil import 
demand, have contributed to the rupee's 13% 

fall since the beginning of 2018, making it the 
worst performing emerging market currency. 
 
Published by HT Digital Content Services with 
permission from Hindustan Times. 
contentservices@htlive.com 
Copyright (c) 2018 HT Digital streams Ltd 
 
 

India Bonds Rise As Rupee Gains, 

Crude Oil Prices Ease 

14-Sep-2018  
By Neha Dubey 

NewsRise 

MUMBAI (Sep 14) -- Indian government bonds 

rise in early trade as rupee gains, crude oil 
prices fall, dealers say. Benchmark note at 
INR93.95, yielding 8.11%, against INR 94.14 
early high and INR93.77 previous close. 
Rupee at 71.83 to dollar against 72.92 record 

low and 72.19 close on September 12. India’s 
retail inflation rate slows to 10-month low of 

3.69% in August, easing some concerns over 
immediate monetary tightening. However, 
traders "will carry light positions for the day,” 
dealer at state-run bank says. Benchmark Brent 
crude oil little changed at $78.28 per barrel after 
falling 2% in previous session; U.S. 10-year 

Treasury yield steady at 2.97%. India's 

benchmark yield tipped in 8.08%-8.12% band 
today; focus to be on Prime Minister's expected 
review of economy over this weekend. 
 
- By Neha Dubey; neha.dubey@newsrise.org; 
- Edited by Mrigank Dhaniwala 
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- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India's State Banks May Keep Buying 

Bonds 

14-Sep-2018  
By Dharam Dhutia 

NewsRise 
MUMBAI (Sep 14) -- Indian state-run banks 

may continue to buy government bonds as 
rates very attractive, and as monetary 
tightening cycle may total 100 basis points, 
Bank of Baroda chief economist Sameer 

Narang says. “The current hiking cycle may last 
till September 2019, and the market has already 

factored in two more hikes,” he says. “Macro 
fundamentals apart from rising oil prices are still 
supportive for India, while government and RBI 
not taking any major step to protect rupee in 
panic is also a positive signal,” he adds. India 
Prime Minister Narendra Modi expected to review 
economy over the weekend; rupee and bonds 

trading off recent lows. India's state-run banks 
bought government bonds worth INR295 billion 
over last 20 trading sessions, even as 10-year 
yield had gained 38 basis points. Yield down two 
basis points at 8.11%; rupee at 71.84 to dollar 
against 72.92 record low hit in previous session. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia fin min says state budget 

can weather rupiah's fall  

10-Sep-2018  
JAKARTA, Sept 10 (Reuters) - Indonesia's 

finance minister said on Monday that a slump 
in the rupiah currency would be a net benefit 
for government income this year, seeking to 

reassure parliament that the country's budget 
would not be thrown out by an emerging 
market rout.  

The rupiah has slid 9 percent against the dollar 
so far this year and is trading at its weakest 
levels since the Asian financial crisis in 1998. 
The 2018 budget assumed the rupiah exchange 
rate would average 13,400 a dollar. The rupiah 

was down 0.4 percent on Monday at 14,870. 
Finance Minister Sri Mulyani Indrawati said every 
100 rupiah rise in the dollar exchange rate 
means the government would get an additional 

4.7 trillion rupiah ($316.07 million) of income, 
while its spending would increase only 3.7 trillion 
rupiah. 

"But managing the state budget is not about 
profits or losses. If the budget is healthy, we can 
use it as an instrument to manage the economy 

better," Indrawati said during a hearing for the 

2019 budget proposal. 

Indrawati said growth in total government 
income as of August was "quite high and 
consistent", with a 15 percent rise in tax 
revenue being the highest in the past three 
years. 
Last month, President Joko Widodo presented 

a proposal for the 2019 state budget with a 
fiscal deficit of 1.9 percent of gross domestic 
product, below this year's estimate of 2.1 
percent. 

"Now that yields are higher, we must be more 
careful and that's why we designed a smaller 
fiscal deficit at a time of rising debt servicing 
costs. We consolidate a stronger fiscal policy," 
she said. 

The focus for policymakers next year is still 
stability, Indrawati said, predicting more risks to 
global economic growth coming from higher 
interest rates in advanced economies and the 
U.S.-China trade war.  
The benchmark 10-year bond yield rose to 8.583 

percent on Thursday, the highest since January 
2016, before starting to fall. On Monday, the 
yield was at 8.444 percent.  
 
($1 = 14,870.0000 rupiah) 
(Reporting by Tabita Diela; Writing by Gayatri Suroyo; 
Editing by Kim Coghill) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia has to deepen financial 

market, cut foreign-held share of debt  

12-Sep-2018  
HANOI, Sept 12 (Reuters) - Indonesia needs to 

deepen its domestic financial market and have 

a smaller share of its debt owned by 
foreigners, its finance minister said on 
Wednesday, adding that economic 
fundamentals were broadly strong despite the 
rupiah's recent slump.  

The country's financial assets have been hit by a 

rout of emerging market assets and its currency 
hit 20-year lows with the vulnerability of 
Southeast Asia's biggest economy increased by 

worries about its current account deficit and 
need to import oil. 
"We try to deepen our financial and bond 
market," Sri Mulyani Indrawati said at a World 
Economic Forum event in Hanoi. 
"This is all the work that needs to be done in the 
more medium- to long-term," she said. 

At present, the minister said, psychology 
sometimes weighs down the market and creates 
"reaction and response which is not really based 
on the fundamentals." 
Foreigners hold about 37 percent of 
Indonesian sovereign bonds. Indrawati said 
Indonesia needs to see a lower percentage, 
which is linked to deepening its domestic 

bond market.  

Indrawati said the current account deficit was 
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lower than during other crises the country faced 

and that other economic indicators - such as 

corporate and household debt levels - were 
sound. 
"If you look at the fundamentals, the indicator is 
not saying that you are reckless," said 
Indrawati. 
Indonesia's current account deficit was 1.7 

percent of gross domestic product last year, 
but is expected to widen to around 2.5 
percent in 2018 as economic activity 
increases, the central bank has said. 

Indonesia is raising import taxes on more than 
1,000 goods ranging from cosmetics to cars, as 
part of measures aimed at cutting imports and 
supporting its currency. 
 
(Reporting by A. Ananthalakshmi and John Geddie; 
Editing by Richard Borsuk) 
(( John.Geddie@thomsonreuters.com ; +65 6403 
5578; Reuters Messaging: 
john.geddie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Moody's Says Indonesian Credit 

Resilient To Rupiah Weakness 

13-Sep-2018  
Sept 13 (Reuters) - Moody's: 
Moody's says Indonesian credit resilient to 
rupiah weakness, but further falls would be 
broadly credit negative. 

Moody's says additional depreciation in rupiah 
would push up debt, debt-servicing costs, 
exacerbate external vulnerability, add to 

inflationary pressures in Indonesia. 
Moody's on Indonesia - weaker corporate credit 
profiles and bank asset quality could also 
dampen investment and economic growth. 
Moody's says more rate hikes could weigh on 
corporate debt servicing capacity and bank asset 

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

In Indonesia, long-term foreign bond 

investors keep faith - for now  

14-Sep-2018  
By Maikel Jefriando and Daniel Leussink 
JAKARTA/TOKYO, Sept 14 (Reuters) - Recent 

turbulence in Indonesian markets has tested 
the pain threshold for foreigners who invest in 
the country's longer-term bonds, but they 
appear to be keeping their nerve. 

This week, the battered rupiah has stabilized 

though it remains close to a 20-year nadir. And 
the yield on the benchmark 10-year rupiah bond 
has edged closer to 9 percent, adding more than 
200 basis points this year. 

Still, markets have calmed, for now. Despite 
capital outflows as Southeast Asia's biggest 

economy was rattled by an emerging market 
rout, strong January inflows mean investors 
have been net sellers of only $61 million this 

year, based on data as of Sept. 12. 
The recent turbulence highlighted Indonesia's 
heavy dependence on inflows to plug a 
yawning current account deficit. It also 
prompted broader moves to promote stability: 
Indonesia has raised interest rates four times, 
hiked import taxes and delayed billions of 
dollars of infrastructure projects. 

Jean-Charles Sambor, BNP Paribas Asset 
Management's London-based deputy head of 
emerging market debt, said it will stay invested 

unless bond yields spike significantly higher than 
9 percent and Indonesia's central bank failed to 
step into the market. 
"We have to look at the high share of foreign 
ownership but also we have to take into account 
that the long end of the curve is held by very 

strong hands," said Sambor, whose team 
manages $3.5 billion of investment. 
"It's not very short-term money. If they decide 
to hike rates, of course the (yield) curve would 
flatten but I think that they're unlikely to have a 
massive exodus on the long end of the curve. 
That should be because of very sticky money in 

the 10-year segment and beyond," he said. 
Foreign bond ownership peaked at 41.5 
percent in January, and dropped to about 37 
percent recently and in dollar terms is 
equivalent to about $56 billion - slightly less 
than half of Indonesia's foreign-exchange 
reserves. 

Thus if foreigners substantially pulled out of 

bonds, selling of the rupiah could accelerate 

beyond this year's fall of nearly 9 percent, 
threatening a downward spiral. 
Handy Yunianto, head of fixed income research 
at Jakarta-based Mandiri Sekuritas, said most of 
the nearly $20 billion of inflows Indonesia 
received in 2016 and 2017 combined would have 
given negative returns in dollars when the 

rupiah broke 14,200-14,500 a dollar. 
The rupiah is currently around 14,800. Yunianto 
sees the next break-even rupiah level for those 
who bought bonds in July-August at 15,525-
15,750 per dollar. 
Over 70 percent of foreign holdings were in 
bonds with maturity of 5 years and longer, 
according to government data. The largest 

sell-off this year was for bonds with 1-year to 
2-year tenors, which make for less than 10 
percent of total foreign holding and could 
represent hot money investors. 

Neal Capecci, a managing director and portfolio 
manager at Manulife Asset Management in 
London, said his fund is staying invested 
because asset weakness was "probably 

overdone" and could tolerate further rate hikes 
to support the rupiah, as long as they were 
communicated well.  
Capecci, whose company manages over $45 
billion in Asia fixed income assets, said 
Indonesia's economy was in "a far superior 

position" than during the 2013 "taper-tantrum" 

or the 1997-98 Asian financial crisis. 
Asked about the circumstances when he might 
cut his exposure, he said: "Of course, we would 
if we were in a situation on that we felt that the 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  8 

risks outweigh the rewards of course we have to 

reduce our positions or remove our positions 

completely." 
A big chunk of investors in Indonesian bonds 
are benchmarked to JPMorgan Government 
Bond-Index-Emerging Markets, according to 
Morgan Stanley Research, while 7 percent of 
bonds are held by foreign governments and 
central banks who are likely to be long-term 
holders. 

Nonetheless, Finance Minister Sri Mulyani 

Indrawati said this week there's a need to lower 
the level of foreign debt holdings and raise that 
of local investors. 
This will take time, and for now, officials hope 
foreigners will buy more bonds. 
"For long-term investors, now is a good time to 

invest because the return for the medium term 
is attractive," said Scenaider Siahaan, the 
finance ministry's director of bond strategy.  
 
($1 = 14,825 rupiah) 
(Additional reporting by Tetsushi Kajimoto in TOKYO 
and Gayatri Suroyo in JAKARTA; Editing by Ed Davies 
and Richard Borsuk) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

Lebanon needs political action to avoid 

economic collapse  

12-Sep-2018  

BEIRUT, Sept 12 (Reuters) - Politicians in 

Lebanon, still lacking a government four 
months after national elections, need to take 
action to stop the country's economic crisis 
becoming an economic collapse, its finance 
minister said on Wednesday. 

Infighting has hampered efforts by Prime 
Minister-designate Saad al-Hariri to form a 

national unity administration, leaving a political 
vacuum that has increased concerns for the 

highly-indebted economy. 
"We are not concealing this crisis, but will this 
crisis inevitably lead us to a collapse? ... I say 
that with strong political commitment, political 
will and cooperation between all sectors we can 

avoid it," caretaker Finance Minister Ali Hassan 
Khalil said. 
His comments, which followed a meeting with 
the government's economic and social council, 
were televised. Asked by Reuters what he meant 
by collapse, he replied "the economic situation". 
Leaders from across the political spectrum agree 

a government urgently needs to be formed, but 
a deal remains elusive.  
Its formation would be likely to help raise 

investor confidence in the country, unlock 
billions of dollars in donor funding and enable 
parliament to embark on long-overdue reforms. 

In April, international donors meeting in Paris 
pledged more than $11 billion of investment, but 

they want evidence of economic reforms first. At 

that meeting Hariri promised to reduce the 

budget deficit as a percentage of GDP by 5 
percent over five years. 
Lebanon had the world's third highest debt-
to-GDP ratio, at over 150 percent, at the end 
of 2017. The International Monetary Fund 
wants to see immediate and substantial fiscal 
adjustment to improve debt sustainability. 

On Wednesday, parliamentary speaker Nabih 

Berri said Lebanon did not have the luxury of 
time when it came to forming a government 
"especially when it comes to the economic 
situation". 
Central Bank Governor Riad Salameh has said 
the Lebanese pound, which is pegged to the 
dollar, will remain stable and that the central 

bank has high foreign reserves.  
He reiterated those comments to broadcaster 
CNBC on Tuesday. 
Lebanon's foreign assets excluding gold were 
$43.56 billion at the end of August, according to 
central bank data.  

 
(Reporting by Lisa Barrington and Laila Bassam 
Additional reporting by Dahlia Nehme; editing by John 
Stonestreet) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan 

Chinese govt's top diplomat says 

Beijing not saddling Pakistan with debt  

08-Sep-2018  
By Saad Sayeed 
ISLAMABAD, Sept 8 (Reuters) - The Chinese 

government's top diplomat defended Beijing's 

Belt and Road infrastructure initiative during 
a visit to Pakistan on Saturday, rejecting 
criticism the project has saddled Pakistan 
with expensive debt. 

State Councillor and Foreign Minister Wang Yi 
was in Pakistan for a three-day visit in the first 

high-level meetings between the neighbours 
since new Prime Minister Imran Khan took office. 

Beijing has pledged $57 billion in loans for 
Pakistan as part of its vast Belt and Road 
initiative, deepening ties at a time when 
Islamabad's relations with Washington are 
fraying over how to deal with Islamist militants 
waging war in Afghanistan. 
Whether China was overburdening Pakistan 
with debt has become a sore point for both 

nations, who both say the loans are 
sustainable, after U.S. Secretary of State Mike 
Pompeo in July warned any potential 
International Monetary Fund bailout for 
Pakistan's troubled economy should not 
provide funds to pay off Chinese lenders. 

Wang said the Pakistani portion of the Belt and 
Road initiative, known as the China-Pakistan 
Economic Corridor (CPEC), has helped increase 

economic growth by 1-2 percent and has 
contributed 70,000 jobs. 
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"CPEC has not inflicted a debt burden on 

Pakistan, rather when these projects get 

completed and enter into operation, they will 
unleash huge economic benefits…and these will 
create considerable returns to the Pakistani 
economy," Wang said during a news conference 
in the capital Islamabad. 
Standing next to Pakistani Foreign Minister Shah 

Mehmood Qureshi, Wang said 47 percent of 
Pakistan's debt comes from the IMF and the 
Asian Development Bank. 
Wang said 22 operational CPEC projects, of 
which nine have been completed, have triggered 
investment worth $19 billion so far. He also 

rejected concerns about transparency of CPEC 
by saying those worries were "false" as all the 
projects had undergone necessary approvals. 

Qureshi said CPEC remains the "top priority" of 
the new government, adding that the two 
governments would focus on projects with socio-
economic development. 

"They will be considering projects that have a 
livelihood connection to them, that means job 
creation. He has spoken about initiatives in 
health and education, vocational training, how 
do we want to make our people more productive 
if they want to export," Qureshi said.  
The two men did not mention whether China 

would give more loans to help Pakistan's current 
account crisis. Pakistan is battling a worsening 
balance of payments crisis that may push it to 
seek a fresh bailout from the IMF, though 

officials have not ruled out other options such as 
a bailout from China. 

Wang will also call on Prime Minister Khan and 
Chief of Army Staff General Qamar Javed Bajwa, 
the foreign office said.  
Wang's visit comes days after Pompeo's trip to 
Pakistan last week along with the U.S. chairman 
of the joint chiefs of staff, the first high-level 
U.S. visit to the new government, with the 

secretary of state saying he was hopeful for "a 
reset of relations" between the two countries. 
 
(Reporting by Saad Sayeed; Writing by Drazen Jorgic; 
Editing by Clarence Fernandez and Jacqueline Wong) 
(( saad.sayeed@thomsonreuters.com ; 
+923355575558; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Overseas Pakistanis remit US $3.9 

billion in the first two months of FY19  

10-Sep-2018  
Overseas Pakistanis remit US $3.9 billion in 
the first two months of FY19. 
Overseas Pakistani workers remitted US$ 
3966.53 million in the first two months (July 
to August) of FY19, showing a growth of 

13.45% compared with US$ 3496.13 million 
received during the same period in the 
preceding year.  

During August 2018 , the inflow of worker's 
remittances amounted to US$ 2037.33 million, 
which is 5.60% higher than July 2018 and 
4.24% higher than August 2017. The country 
wise details for the month of August 2018 show 

that inflows from Saudi Arabia, UAE, USA, UK, 

GCC countries (including Bahrain, Kuwait, Qatar 

and Oman) and EU countries amounted to US$ 
465.53 million, US$ 461.2 million, US$ 316.89 
million, US$ 278.84 million, US$ 193.17 million 
and US$ 59.64 million respectively compared 
with the inflow of US$ 511.28 million, US$ 
440.38 million, US$ 260.34 million, US$ 249.14 

million, US$ 230.22 million and US$ 62.75( 
million respectively in August 2017. Remittances 
received from Malaysia Norway, Switzerland, 
Australia, Canada, Japan and other countries 
during August 2018 amounted to US$ 262.06 
million together as against US$ 200.35 million 

received in August 2017.  
 
(C) Copyright 2018 - State Bank of Pakistan 
 
 

Pompeo said U.S. won't block Pakistan 

if it seeks IMF bailout  

11-Sep-2018  
By Asif Shahzad and Kay Johnson 
ISLAMABAD, Sept 11 (Reuters) - U.S. Secretary 

of State Mike Pompeo assured Pakistan last 
week Washington would not try to block any 
request for a bailout from the International 
Monetary Fund (IMF), Pakistani Information 
Minister Fawad Chaudhry said on Tuesday. 

The remarks, which Chaudhry said Pompeo 
made during his visit to Pakistan on Wednesday, 

come in stark contrast to Pompeo's warnings in 
July that the United States had serious 
reservations about the IMF giving money to 
Pakistan due to concerns Islamabad would use 
the cash to pay off Chinese loans. 

Those comments rattled Islamabad, which is 
facing a currency crisis and may have no option 
but to turn again to the IMF for a rescue if 
staunch allies China and Saudi Arabia do not 
offer more loans to prop up its foreign currency 
reserves. 
Chaudhry told Reuters that relations between 

United States and Pakistan were "broken" 
before Pompeo's trip to Islamabad but the 
visit had "set many things straight" and re-
invigorated ties. 

"He assured Pakistan that...if Pakistan opted to 
go to IMF for any financial help, the USA will not 
oppose it," Chaudhry said in the capital, 
Islamabad. 

The U.S. embassy in Islamabad did not have any 
immediate comment. 
The new government of Prime Minister Imran 
Khan, who took office in August, is trying to 
avert a currency crisis caused by a shortage of 
dollars in an economy hit by a ballooning current 
account deficit and dwindling foreign currency 

reserves. 
Pakistani officials say they are discussing taking 
drastic measures to avert seeking a bailout from 

the IMF, which has come to Pakistan's rescue 14 
times since 1980, including most recently in 
2013. 
Pakistan's relations with the United States have 

soured in recent years over the war in 
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Afghanistan and Islamabad's alleged support for 

Islamist militants. Ties dropped to a new low 

when President Donald Trump in January 
accused Pakistan of lies and deceit by playing a 
double game on fighting terrorism. 
Islamabad denies aiding insurgents in 
Afghanistan and lashed out against Trump's 
remarks, which were followed up by Washington 

suspending U.S. military aid. 
At the United States' urging, a group of Western 
countries in February convinced a global body to 
put Pakistan on a terrorism financing watch list, 
a move that triggered concerns the United 
States may also seek to block Islamabad in 

other forums.  
In July, Pompeo said there was "no rationale" 
for the IMF to bail out Pakistan if Islamabad 
uses the IMF money to pay off Chinese loans, 
echoing concerns by other U.S. officials that 
China is saddling many emerging market 
countries with too much debt. Beijing 
staunchly denies such claims. 

"There's no rationale for IMF tax dollars, and 
associated with that American dollars that are 

part of the IMF funding, for those to go to bail 
out Chinese bondholders or China itself," 
Pompeo said in July, referring to a possible 
Pakistan bailout. 
But during last week's visit Pompeo said he was 
hopeful of "a reset of relations" long strained 
over the war in Afghanistan. 

 
(Writing by Drazen Jorgic; Editing by Nick Macfie) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Saudi Arabia expected to announce 

dollar sukuk sale soon  

11-Sep-2018  
By Davide Barbuscia 
DUBAI, Sept 11 (Reuters) - Saudi Arabia is 

expected to announce soon a potential new 
U.S. dollar-denominated sukuk deal, sources 
familiar with the matter said. 

The size of the planned sukuk, or Islamic bond, 
is to be determined and depends on market 
appetite, but it is unlikely to match Saudi 
Arabia’s previous jumbo debt transactions, said 
the sources. 
Saudi Arabia, whose debt management office 
did not immediately respond to a request for 
comment on the transaction, has established 
itself as a top regional debt issuer over the 
past two years after its first move into the 
international markets in late 2016, when it 
sold $17.5 billion in conventional notes – the 
largest bond ever issued across emerging 
markets. 

The new debt issue would be Saudi Arabia’s 
second international sukuk, following a $9 billion 

debut deal last year. 
After a recent rise in oil prices, Saudi Arabia’s 

budget deficit in the second quarter narrowed to 

7.36 billion riyals ($1.96 billion) from 34.3 billion 

riyals in the first quarter, the finance ministry 
said last month. 
The kingdom, which is working on a number of 
economic reforms aimed at diversifying its oil-
reliant economy, has forecast a fiscal deficit of 
195 billion riyals or 7.3 percent of gross 

domestic product (GDP) this year, down from 
230 billion last year. It aims to balance its 
budget by 2023. 
Saudi Arabia over the past two years has 
raised $50 billion through international 
conventional and Islamic bonds. 

It covered most of its hard currency funding 
needs for this year with a $11 billion bond sold 

in April, the head of the kingdom’s debt 

management office, Fahad al-Saif, told Reuters 
after that debt sale. 
But he said an international sukuk deal was on 
the cards for the second half of this year in order 
to maintain the country’s presence in that 

market and to provide supply to sharia-
compliant investors. 
A potential new deal would add to a thick 
pipeline of debt transactions being prepared in 
the region, including from banks and corporates 
in the United Arab Emirates, Saudi Arabia and 
Oman. 

Saudi Arabia’s Islamic Development Bank, a 
multilateral development bank, announced on 
Tuesday it has hired banks for a five-year 

benchmark sukuk, while Apicorp, an entity 
owned by the 10 members of the Organisation 
of Arab Petroleum Exporting Countries, was in 
the market offering a five-year conventional 

bond. 
 
($1 = 3.7506 riyals) 
(Editing by Ed Osmond) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia raises $2 billion with new 

Islamic bonds  

13-Sep-2018  
By Davide Barbuscia 
DUBAI, Sept 13 (Reuters) - Saudi Arabia has 

raised $2 billion in new sukuk, or Islamic 
bonds, completing its external funding 
requirements for 2018. 

The transaction is the kingdom's second 
international sale of sukuk after a $9 billion 
issue last year. 
The bond sale was "part of the Ministry of 
Finance's commitment to the development of the 
Shariah-compliant debt capital markets," the 
country's debt management office said in a 

statement on Thursday. 
The kingdom, acting through the ministry of 
finance, started marketing the notes with an 
initial price guidance of around 145 basis points 
over mid-swaps. 
The price guidance was tightened to a final 
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spread of 127 basis points over mid-swap, 

equivalent to a 4.3 percent yield, signalling wide 

investor appetite for the deal. 
Orders topped $10 billion, the Saudi debt 
management office said. 
Citi, HSBC and JPMorgan coordinated the 
transaction, and worked as joint lead managers 
together with BNP Paribas, Mizuho and Samba 

Capital.  
The structure of the sukuk is the same one 
adopted for the 2017 issue, comprising a 
mudaraba agreement, a form of Islamic 
investment management partnership, plus a 
murabaha facility that would trade 
commodities with a special purpose vehicle. 

The sukuk was marketed a day after sources 
told Reuters that Saudi Arabia was planning to 

issue a new dollar sukuk. 
The paper is due to settle on Sept. 19 and 
matures in January 2029. 
The government has raised a total of $52 billion 
in international notes, both Islamic and 
conventional, since it started tapping the 
international debt markets in 2016 as part of its 

efforts to diversify its oil-reliant economy. 
In April the government sold $11 billion in 
conventional notes - an amount which covered 
the country's hard currency funding needs for 
2018, the head of the Saudi debt management 
office told Reuters.  

 
(Reporting by Davide Barbuscia in Dubai; additional 
reporting by Sudip Roy in London; editing by Jason 
Neely) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Singapore 

Fitch Affirms Singapore at 'AAA'; 

Outlook Stable  

11-Sep-2018  
Fitch Ratings-Hong Kong-September 10: Fitch 

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

at 'AAA' with a Stable Outlook. 

KEY RATING DRIVERS 
Singapore's 'AAA' rating reflects its exceptionally 
strong external balance sheet, which is 
supported by substantial current account 
surpluses, a sound fiscal framework, a strong 
business environment, robust GDP growth and 
high per capita income. A strong external 

balance sheet mitigates the economy's 
vulnerability to shocks given its high trade 
dependence and a financial sector that is 
integrated with the rest of the world. Singapore 
ranks in the 99th percentile on the World Bank's 

latest Ease of Doing Business Index. 

Fitch expects GDP to expand by 3.4% in 2018, 
which is within the authorities' target range of 
2.5%-3.5%, and forecasts GDP growth to 
stabilise at around 3.2% in 2019 and 2020. In 

1H18 GDP expanded by 4.2%, supported by 

continued strong growth in the manufacturing 

and services sector. However, we expect the 
growth momentum to moderate in 2H18 as we 
expect a slowdown in global electronics demand, 
which has been a key driver of the 
manufacturing sector's expansion. Downside 
risks to our growth projections could also 

materialise from rising trade protectionism and 
tighter global financial conditions, given 
Singapore's high degree of trade openness. Over 
the medium term, continued recovery in the oil 
and gas sector could have positive spillover 
effects on growth. 

Over the longer term, however, the economy 
continues to face challenges from an ageing 
population and structural shifts in the 

composition of output and employment towards 
more automated and technology-driven sectors. 
A government committee on the future 
economy concluded that growth is likely to 
average between 2% and 3% as the economy 

undergoes these structural shifts. 

Headline inflation turned positive towards the 
end of 2016, because of the pick-up in 
commodity prices and for the first seven months 
of 2018 averaged 0.3%, compared with 0.7% in 
the same period last year. Core inflation, 
however, remained largely unchanged at around 
1.6%, reflecting ongoing tightness in labor 

market conditions. We expect headline inflation 
to rise gradually during the rest of the year and 

average around 0.5% in 2018, within the 
Monetary Authority of Singapore's (MAS) 
inflation band of between 0% and 1%. 
Public finances remain a substantial credit 
strength given healthy fiscal reserves and 

credible policy anchors that ensure budgets 

remain balanced over the medium term. Given 
the long-term fiscal sustainability challenges 
associated with an ageing population and the 
need to upgrade infrastructure, the government 
budget for the fiscal year that started 1 April 
2018 (FY18) included measures to lift revenues, 

most notably by increasing home-buyers' stamp 
duty and setting out plans to increase the goods 
and services tax rate from 7% to 9% during 

2021-25. While the budget included substantial 
commitment of funds for infrastructure, the 
government also announced that it will consider 
providing guarantees to statutory boards and 

government-owned companies to build 
infrastructure. 
For FY18, the central government projects a 
small overall budget deficit of 0.1% of GDP 
versus a 2.1% surplus a year ago, 
representing a material loosening, particularly 
when considering that it includes substantial 
investment returns of around 3% of GDP 
(SGD15.85 billion) from its sovereign wealth 

funds and other assets. The basic deficit 
(excluding investment returns as well as 

endowment and trust fund top-ups) is projected 
to be around 2% of GDP, up from 0.2% in the 
previous year. The government has a history of 
meeting multi-year fiscal plans and the 
authorities are usually conservative in setting 
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their budget targets. The sovereign has no 

foreign-currency debt and does not issue debt 
for funding purposes, but rather to develop 
the local bond market and facilitate 
investment by the Central Provident Fund as 
part of the pension system mechanism. 

Substantial current-account surpluses, which are 
underpinned by the country's high savings rate, 
support Singapore's strong external position. 
Fitch estimates an average current account 

surplus for the five years ending 2018 of around 
18.8% of GDP, which is much larger than peer 
medians'. We expect the current account surplus 
to remain high at around 17% of GDP in 2018 
but we think this is likely to decline over time as 
the country's savings rate falls with an ageing 
population. 

The external balance sheet remains 
exceptionally strong and features a very large 
net international investment position of over 
200% of GDP, reflecting the accumulation of 
current-account surpluses. We estimate the 
sovereign's net foreign assets will be close to 

76% of GDP at end-2018, significantly above the 
historic 'AAA' median of -7.5%. Singapore does 
not disclose the overall size of its external 
assets, notably those of GIC Private Limited, a 
sovereign wealth fund. GIC states publicly that it 
manages over USD100 billion of assets, but Fitch 
believes the size of its external assets is much 

larger. We base this view on publicly disclosed 
information, including assets managed by the 

MAS and Temasek Holdings Private Limited. 
Fitch has a stable outlook on the Singapore 
banking sector to reflect the banks' strong 
fundamentals, characterised by solid asset 
quality, well-capitalised balance sheets and 

healthy funding and liquidity profiles. The three 
Singapore banks are: DBS Group Holdings Ltd. 
(AA-/Stable), Oversea-Chinese Banking 
Corporation Limited (AA-/Stable) and United 
Overseas Bank Limited (AA-/Stable). 
Household leverage - expressed by household 

debt-to-GDP - was high at around 72% at end-
2017, but, household balance sheets, in 
aggregate, remain strong. This, coupled with a 
series of tight macro-prudential measures, 

reduces potential systemic risks arising from a 
significant rise in domestic interest rates. 
The three Singapore banks continued to perform 

well in 1H18 with stable credit profiles. The MAS 
remains vigilant to a potential build-up of risks 
in the property market and this was 
demonstrated in the recent and ninth round of 
property measures that increased buyers' stamp 
duty and reduced the loan-to-value ratios. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Singapore 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: 
•External Finances: +1 notch, to reflect 
Singapore's very strong net external creditor 

position 

Fitch's SRM is the agency's proprietary multiple 

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

adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The Outlook is Stable. Consequently, Fitch's 

sensitivity analysis does not anticipate 
developments with a high likelihood of leading to 
a rating change. 

However, developments that could, individually 
or collectively, result in a downgrade include: 
-A severe regional or global economic shock on a 
scale that would significantly impair the 

sovereign's balance sheet. By implication, this 
would have to be more severe than the global 
shock of 2008-2009. 
-A severe banking system crisis could have a 
major spill over into the economy because of the 
banking sector's large size. By implication, this 
would have to be more severe than the global 

shock of 2008-2009. 
KEY ASSUMPTIONS 
•The global economy performs broadly in line 
with Fitch's Global Economic Outlook. 

The full list of rating action is as follows: 
Long-Term Foreign- and Local-Currency IDRs 

affirmed at 'AAA'; Outlook Stable 
Short-Term Foreign- and Local-Currency IDR 
affirmed at 'F1+' 
Country Ceiling affirmed at 'AAA' 
Long-term and short-term senior unsecured 
ratings affirmed at 'AAA' and 'F1+' 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 6796 
7234 , Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935 , Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

South Korea 

Fitch Rates Korea's USD Bonds 'AA-

(EXP)'  

13-Sep-2018  
Fitch Ratings-Hong Kong-September 13: Fitch 

Ratings has assigned Korea's forthcoming US 
dollar-denominated bonds an expected rating 
of 'AA-(EXP)'. 

KEY RATING DRIVERS 

The expected rating is in line with Korea's Long-

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

Fitch affirmed Korea's Long-Term Foreign-
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Currency IDR at 'AA-' with a Stable Outlook in 

June 2018. The Long-Term Local-Currency IDR 

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

Republic of Korea prices US$1bn 

10/30-year notes  

14-Sep-2018  
HONG KONG, Sept 14 (IFR) - The Republic of 

Korea has priced a US$1bn bond split equally 
across 10 and 30-year tenors at Treasuries 
plus 60bp and 85bp respectively. 

The SEC-registered notes received a whopping 

US$5.7bn in orders in total, even after the 
sovereign tightened final pricing by an 
aggressive 30bp and 25bp from initial price 
guidance. 
The 3.5% 2028s attracted over US$2.4bn from 
100 accounts. Asia accounted for 52%, followed 

by the US at 35% and Europe with 13%. Asset 
and fund managers were given 48% of the 
2028s, while SSAs took 30%, insurers and 
pensions 12% and banks 10%. 
The 3.875% 2048s drew an even larger book 
than the 2028s at US$3.3bn from 155 accounts. 
The US took an exceptionally large portion, 

accounting for 63% of the 30-year notes, while 

Asia and Europe were given a more modest 25% 
and 12% respectively. By investor type, asset 
and fund managers were distributed 72% of the 
deal, insurers and pensions 20%, banks 5% and 
SSAs 3%. 
The notes have expected ratings of Aa2/AA/AA–, 

on par with the sovereign. 
Bank of America Merrill Lynch, Citigroup (B&D), 
Credit Agricole, HSBC and Korea Development 
Bank were joint bookrunners. 
Korea has a Rmb3bn (US$450m) three-year 
Panda bond due December 16. 

 
(Reporting by Frances Yoon; Editing by David Holland) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka 

Sri Lanka to persevere with fiscal 

consolidation despite slower growth  

13-Sep-2018  
COLOMBO, Sept 13 (Reuters) - Sri Lanka will 

stay on a path of fiscal consolidation 
embarked on three years ago, despite slowing 
economic growth, the island nation's junior 

finance minister said on Thursday.  

Since 2015, the $87 billion economy has 
introduced tax reforms, tight monetary policy, 
financial discipline in government institutions 
and reforms of loss-making state-owned 

enterprises, and adopted a fuel price formula 

that is adjusted monthly.  

While tight monetary policies have helped to 
bring down the budget deficit to 5.2 percent of 
the gross domestic product (GDP) last year from 
7.5 percent when the reforms began in 2015, 
economic growth has slumped to a 16-year low 
of 3.3 percent last year, from 5 percent in 2015.  

"If you look at some of the measures we have 
taken since 2015 in terms of reforms, one of the 
casualties has been the growth rate because of 
the other physical disciplines that have been put 
in place," Junior Finance Minister Eran 
Wickremeratne told an economic forum in 

Colombo. 
"We would not divert from that path of fiscal 
consolidation because we think that we need to 

look at the vulnerabilities and take much more 
long term perspectives." 
Sri Lanka has targeted a budget deficit of 4.8 
percent of the GDP this year, in line with the 
International Monetary Fund's conditions for a 

$1.5 billion loan. 

Despite a presidential election looming next 
year, the unity government is left with limited 
options other than to persevere with the 
reforms. 
Wickremeratne said the difficult measures taken 
by a coalition government made up of the 
country's two main parties have helped to curb 

the budget deficit, reduce inflation, while 
boosting exports and the country's foreign 

exchange reserves.  
Growth suffered last year from a combination of 
tight economic policies and the farm sector 
suffering a double whammy of drought and 

floods. 
The International Monetary Fund (IMF) has 
forecast economic growth to rebound to 4 
percent this year, while analysts say it could 
reach 4.5 percent growth. 
 
(Reporting by Shihar Aneez; Editing by Simon 
Cameron-Moore) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-

5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Thailand 

Thailand plans to sell 600 bln baht of 

govt bonds in 2019 fiscal year  

13-Sep-2018  
BANGKOK, Sept 13 (Reuters) - Thailand plans 

to issue 600 billion baht ($18.38 billion) of 
government bonds in the 2019 fiscal year that 
starts in October to help finance the budget 
deficit, the finance ministry said on Thursday. 

The bond issue is part of a bigger plan to raise 

1.16 trillion baht for the fiscal year, part of 
which will be for debt restructuring, it said in a 
statement. 
The government plans a budget deficit of 450 
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billion baht for the next fiscal year. 

 
($1 = 32.65 baht) 
(Reporting by Kitiphong Thaichareon Writing by 
Orathai Sriring Editing by Simon Cameron-Moore) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Vietnam 

Vietnam fin min calls for flexibility in 

forex policy, says debt ratio decreasing  

12-Sep-2018  

HANOI, Sept 12 (Reuters) - Vietnam should be 

more flexible in handling its exchange rate, 
and is on track to cut its public debt to about 

60 percent of gross domestic product by 2020, 
the Southeast Asian country's finance 
minister said on Wednesday. 

"If the dong loses value and we still prop it up, 
it's not beneficial in the long term," Dinh Tien 
Dung told Reuters. "It needs to be more flexible 
to support development and growth." 
Dung said Vietnam's public debt is projected to 

fall to 60 percent of GDP by 2020, from an 
expected 61.3 percent this year, citing strong 
economic growth and debt reform. 
 
(Reporting by James Pearson and Mai Nguyen; Editing 
by Clarence Fernandez) 
(( james.pearson@thomsonreuters.com ; +84-24-
3825-9623; Reuters Messaging: 
james.pearson.thomsonreuters.com@thomsonreuters.
net ; Twitter: https://twitter.com/pearswick) ) 
(c) Copyright Thomson Reuters 2018. 

EUROPE 

 

Albania 

Albania’s end-June gross foreign debt 

rises 2% q/q  

10-Sep-2018  
TIRANA (Albania), September 10 (SeeNews) – 
Albania’s gross foreign debt totalled 8.1 
billion euro ($9.4 billion) at the end of June, 

up 2% compared to the level recorded at the 
end of March, the country's central bank said 
on Monday. 

The external debt of Albania's general 
government slightly fell in the second quarter, 
while the debt of the commercial banks, the 
central bank and the non-financial sector 
increased, according to figures released by Bank 

of Albania. 
 
($=0.86541 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 

 

Bulgaria 

Bulgaria likely to end 2018 at least 

with balanced budget  

11-Sep-2018  
•Better revenue, delayed spending to avert 
budget deficit in 2018 
•Public wages to be increased by 10 percent 
from 2019 - PM  

SOFIA, Sept 11 (Reuters) - Bulgaria is likely to 
end 2018 with a balanced budget or a surplus, 
outperforming initial plans for a deficit and 

allowing for a 10 percent increase of state 
salaries next year, senior government officials 
said on Tuesday. 
The finance ministry expects a fiscal surplus 
equal to 2.4 percent of annual gross domestic 
product from January to the end of August, 
but spending usually accelerates in the final 
quarter. 

Finance Minister Vladislav Goranov said a third 

of the accumulated surplus was due to better tax 
collection, while the rest was a result of delayed 
spending, mainly on European Union-funded 
projects.  
"Part of the planned spending will be carried out 
by the end of year, part of it will not, and my 
expectations are that the budget will not come 

out as planned, meaning that it will not end with 
a deficit," he told private television channel 

NOVA. 
The finance ministry is expected to come out 
with a detailed budget plan for 2019 in 
October, but its spring mid-term forecasts 
projected a shortfall of 0.5 percent next year 
and balanced budgets for 2020 and 2021. 

Goranov said the economic development for the 

time being will allow for a 10 percent increase in 
public salaries as of next year, delivering on a 
promise by the ruling centre-right GERB party to 
boost incomes in the EU's poorest member state 
and raise the average salary by 50 percent by 
2021.  

Prime Minister Boyko Borissov confirmed the 
plan and said his government will discuss it on 

Wednesday. 
"I think that from January 1 we can raise the 
salaries in the public sector by 10 percent. That 
will push up all other salaries," Borissov told 
reporters during a visit to the city of Varna. 

"We will discuss it tomorrow, but our calculation 
allow for it and we will do it from January 1," he 
said.  
The announcement comes at time when inflation 
is accelerating and hikes of prices of natural gas 
and heating are expected in a country where 
electricity and heating bills in winter eat up a big 

chunk of people's incomes. 
The government increased the salaries of 

teachers and other public servants as well as 
pensions in 2018. 
Bulgaria ended 2017 with a surplus of 0.9 
percent of GDP, after initially planning a shortfall 

of 1.4 percent, prompting some economists to 
say the finance ministry was lowering its 
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revenue projections so that it could boast it had 

outperformed its targets. 

 
(Reporting by Tsvetelia Tsolova; editing by David 
Stamp and Ed Osmond) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia posts small general budget 

surplus in first half of 2018  

13-Sep-2018  
ZAGREB, Sept 13 (Reuters) - Croatia posted a 

general budget surplus of 0.4 percent of gross 

domestic product (GDP) in the first half of the 
year, Finance Minister Zdravko Maric said on 
Thursday. 

Zagreb expects to post a general budget deficit 
of 0.5 percent of GDP for the year as a whole. 
Last year, the European Union's newest member 
posted a surplus of 0.8 percent of economic 
output for the first time since adopting the EU's 

accounting methodology."In the first six 

months a surplus in our general budget 
amounted to 1.6 billion kuna ($251 million) 
which is 0.4 percent of gross domestic 

product," Maric told a cabinet session in the 
northern Adriatic city of Pula. 

Maric said the central government budget had 
run a deficit of 1.9 billion kuna in the first six 

months, but the municipal budgets and state-
owned firms and various agencies contributed to 
the overall surplus. 
He also said that a key risk for the budget in the 
rest of the year lay in the problems affecting 
Croatian shipbuilding group Uljanik to which the 
government had extended state guarantees in 

the past and was now trying to help it stay 
afloat. 
 
($1 = 6.3666 kuna) 
(Reporting by Igor Ilic; Editing by Hugh Lawson) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Latvia 

Latvia regains ECB representation after 

governor's suspension  

10-Sep-2018  

Changes reference to deputy governor in 
penultimate paragraph 
FRANKFURT, Sept 10 (Reuters) - Latvia will 

regain its vote on the European Central Bank's 
Governing Council after the central bank 
governor, facing accusations of accepting a 
bribe, has finally appointed an alternate, the 
Bank of Latvia said on Monday. 

Ilmars Rimsevics has been barred from office 

since February, when police briefly detained him 

and authorities charged him with taking a bribe 

of at least 100,000 euros, a charge he has 

repeatedly denied. 
The ECB Governing Council is made up of the six 
ECB executive board members including 
President Mario Draghi, as well as the governors 
of the individual central banks of the 19 euro 
zone member states. 

Since only a central bank governor can 
designate an alternate and Rimsevics has been 
barred from his duties, Latvia had lost its vote, 
an embarrassment for the ECB, which even took 
Latvia to the European court over its move.  
Bank of Latvia Deputy Governor Zoja Razmusa 

has already attended policy meetings this year. 
Her formal designation as an alternate means 
she can now vote, although the move is largely 

symbolic since ECB rate-setters rarely vote and 
most decisions are agreed with a consensus or 
at least a clear majority.  
Rimsevics, who also sued Latvia in the European 

court, continues to face charges and remains 
barred from office. 
 
(Reporting by Gederts Gelzis 
Writing by Balazs Koranyi) 
(( Balazs.Koranyi@thomsonreuters.com ; +49 69 7565 
1244; Reuters Messaging: 
balazs.koranyi.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Poland 

Polish investment fund non-Tsy debt 

holdings up fractionally in July 

2018-09-11 
Polish investment funds increased their non-

Treasury debt holdings by PLN 72 mln or 
0.2% in July, bringing their YTD increase to 
16.6%, led by increased holdings in corporate 
and bank bonds, a fresh set of monthly data 
from the central bank has shown. 

July thus proved the second weakest month to 
date in 2018 for non-Treasury debt, better only 
than a net reduction in February, the data 

suggest. 

But the sub-category of corporate debt, 65% of 
the counted non-Treasury debt holdings, was 
down in portfolios to end-July, the data likewise 
showed. Gains were traceable to bank bonds 
and banking sector covered bonds. 
The increase in holdings in 2018 has likely 
been built on heavy inflows into what the 

Polish asset management community tags as 
money market funds, but which can go heavy 
on non-rated and often long-tenor corporate 
paper. 

Flows to the Polish fashioned category of bond 
funds, in turn, have been negative following a 
Q1/Q2 default from a major debt issuer. Flows 

to the sub-category of corporate bond funds 
have been strongly negative, data from industry 

researcher Analizy Online has shown. 
Not a single investment fund in Poland meets 
the standards the ECB set in 2013 for a money 
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market fund, Poland's central bank notes. 

Polish investment funds also held PLN 58.87 bln 

in Treasury bonds in their portfolios as at end-
July, up by 3.2% m/m and up by 3.1% vs end-
2017, according to the Ministry of Finance. 
 
Copyright (c) 2018 PAP - POLSKA AGENCJA PRASOWA 
SA 
 
 

Romania 

Romania's Jan-July trade deficit 

widens to 7.57 bln euros  

10-Sep-2018  
BUCHAREST, Sept 10 (Reuters) - Romania's 

trade deficit widened by roughly 11 percent 
on the year in the first seven months to 7.57 
billion euros ($8.74 billion), the National 
Statistics Board said on Monday.  

July's shortfall stood at 1.27 billion euros against 
the previous month's 1.3 billion but up from 989 

million euros in the same month of last year.  
The statistics board said January-July CIF 
(cost/insurance/freight) imports were 47.5 
billion euros, up 10.5 percent on the year, while 
exports were 39.9 billion euros, up 10.4 percent. 
 
($1 = 0.8662 euros) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Romania's end-July foreign debt rises  

13-Sep-2018  
BUCHAREST (Romania), September 13 

(SeeNews) - Romania's foreign debt rose to 
97.582 billion euro ($113.3 billion) at the end 

of July from 93.47 billion euro at end-2017, 
the central bank, BNR, said on Thursday. 

The end-July figure includes 66.95 billion euro in 
long-term foreign debt, down from 68.61 billion 
euro at the end of 2017, BNR said in a balance 

of payments report for July, citing provisional 
data. 
Long-term external debt service ratio fell to 

22.5% at end-July, compared to 23.9% at the 
end of 2017. 

Goods and services import cover stood at 4.7 
months at end-July, from 5.4 months at end-
2017. 
The ratio of the BNR’s foreign exchange reserves 
to short-term external debt by remaining 
maturity came in at 70.5% at end-July, against 

87.2% at end-2017. 
 
($= 0.8607 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 

 

Russia 

IMF says Russia might have room for 

more rate cuts  

13-Sep-2018  
MOSCOW, Sept 13 (Reuters) - The 

International Monetary Fund said on Thursday 
that Russia might benefit from further 
interest rate cuts if inflation stayed subdued. 

The Russian central bank is set to review 
interest rates on Friday and is widely expected 
to address risks stemming from recent sell-off in 

the rouble and government bonds. 
A day before the central bank board meeting, 
the IMF said "further monetary easing could be 

appropriate if headline inflation remains below 
the 4 percent target and underlying inflationary 
pressures stay low." 

The view is in line with what Prime Minister 
Dmitry Medvedev said last week but contrasts 
with the central bank's own stance. Its Governor 
Elvira Nabiullina said there were reasons for 
both holding and raising rates this month. 
A Reuters poll showed the market widely 
expects the key rate to be held at 7.25 percent, 

which should be accompanied by a warning 
message from the central bank that it could 
tighten monetary policy in the near future, given 
risks stemming from the recently crashed 

rouble. 
The IMF said inflation expectations in Russia 
were not yet firmly anchored, while risks to 
the inflation outlook have increased. 

Annual inflation was on track to accelerate to 3.5 
percent by the end of this year, remaining below 
the 4 percent target, on the back of recovery in 
domestic demand, the weaker rouble and other 
factors, the IMF said. 
Inflation outlook for the medium term, however, 
was muted "due to structural bottlenecks and 

the lingering impact of sanctions." 
"The main risks to the outlook stem from 
geopolitical tensions as well as the new 
government's policy plans," the IMF said, adding 

it confirms its economic growth forecast for this 
year at 1.7 percent. 

The IMF also said it supported a plan to raise the 
retirement age for men and women that has 
prompted street protests across Russia and 
dented President Vladimir Putin's approval 
ratings. 
The IMF's directors who had regular meetings 
with Russian officials "supported the authorities' 

plans for parametric pension reform, which could 
help to offset negative demographic trends." 
 
(Reporting by Andrey Ostroukh 
Editing by Matthew Mpoke Bigg) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 
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Serbia 

FX Reserves and IFEM Movements in 

August  

13-Sep-2018  
FX Reserves and IFEM Movements in August  
NBS FX reserves stood at EUR 11,325.7 mn at 
end-August, down by EUR 77.7 mn from end-

July. This level of FX reserves covered 194% of 
money supply (M1) or around six months' worth 
of the country's imports of goods and services 
(almost twice the level prescribed by the 

standard on the adequate level of coverage of 
the imports of goods and services by FX 
reserves). Compared to end-August 2017, gross 

FX reserves were up by EUR 1,048.0 mn.  
Net FX reserves (FX reserves less banks' FX 
balances on account of required reserves and 

other requirements) came at EUR 9,463 mn at 
end-August, down by EUR 78 mn from end-July.  
The August reduction in FX reserves reflects the 
government's effort to scale down the FX portion 
of public debt (thus changing the debt currency 
structure and reducing its overall size), with a 
view to mitigating the country's exposure to FX 

risk. The outflows prompted by early and 

regular repayment of FX loans, maturing 
securities and other (EUR 340 mn net) were 
largely compensated for by the inflows from 
NBS interventions in the IFEM (purchases 
worth EUR 200 mn).  

The net inflows from donations, FX reserves 
management and other grounds (EUR 70.2 mn) 
and a positive influence of market factors (EUR 

12.1 mn) were more than sufficient to 
counterbalance the net outflows in respect of 
banks' FX reserve requirements and other 
grounds (EUR 20 mn).  
Trading volumes in the IFEM amounted to EUR 
483.3 mn in August, up by EUR 21.4 mn from 
the month before. In the first eight months of 

2018, interbank trading volumes reached EUR 
4,658.4 mn.  
In August, the dinar lost 0.2% against the euro 

in nominal terms. To ease excessive daily 
volatility of the exchange rate, the NBS 
intervened by buying EUR 190 mn.  

 
(C) Copyright 2018 - National Bank of Serbia 
 
 

Turkey 

Turkish treasury says to sell euro-

denominated govt bonds to individuals  

11-Sep-2018  
ANKARA, Sept 11 (Reuters) - Turkey will issue 

euro-denominated government bonds and 
lease certificates to resident and non-resident 
individual investors, the Turkish Treasury said 
on Tuesday. 

It said in a statement that it would issue the 
securities, with a one-year maturity, starting 

Wednesday, in order to diversify borrowing 

instruments and to broaden investor base. 
Turkey already issues euro-denominated 
bonds but, with around two-thirds of its 
sovereign debt in dollars, it has sought to 
reduce vulnerability to fluctuations against 
the U.S. currency following a recent slump in 
the lira. 

The lira has fallen around 40 percent so far this 
year, hitting a record low of 7.2 to the dollar in 

mid-August. It was trading on Tuesday at just 
under 6.5 per dollar. 
Last month President Tayyip Erdogan said 
Ankara plans to issue yuan-denominated bonds 
for the first time, a move he said would 
overcome what he described as subjective 
judgments by Western ratings agencies on 

Turkey's economy. 
 
(Reporting by Ece Toksabay; writing by Dominic 
Evans; editing by Mark Heinrich) 
(( tuvan.gumrukcu@tr.com ; +903122927021; 
Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey to tackle current account 

deficit, finance minister tells Sabah  

13-Sep-2018  
ISTANBUL, Sept 13 (Reuters) - Turkey will 

tackle its current account deficit through 
stronger domestic production and growth 
built on exports, Finance Minister Berat 
Albayrak was quoted as saying on Thursday. 

"The main principle of our economic rebalancing 

target will be the fight against the current 
account deficit," Albayrak told pro-government 
Sabah newspaper in an interview.  
Turkey's current account deficit stood at $2.973 
billion in June, according to the central bank, 
down from $6.193 billion in May. 

A Reuters poll showed a forecast of $1.8 billion 
for July current account deficit levels. 
Albayrak also said that Turkey would announce 
its medium-term programme, a three-year 
business plan regarding sustainable growth, 

fight against inflation and lowering the current 
account deficit, on Sept. 20, the newspaper 

reported. 
"In the medium-term programme, everyone will 
see a realistic programme that has accurately 
determined today's problems and built the right 
action plans. We will put forth realistic macro 
targets in the medium-term programme," 
Albayrak was quoted as saying. 

Albayrak also said that after Thursday's decision 
by the central bank to raise interest rates, 
discussions over the central bank's 
independence have ended.  
The central bank raised interest rates by 6.25 

percentage points to 24 percent on Thursday, 

easing concerns over President Tayyip Erdogan's 
influence on monetary policy. 
Inflation, which hit 17.9 percent in August, will 
also enter a downward trend starting in October, 
Albayrak said. 
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(Reporting by Ali Kucukgocmen 
Editing by Andrew Heavens and Leslie Adler) 
(( ali.kucukgocmen@thomsonreuters.com , 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey/Russia 

Turkey learned fewest lessons from 

Lehman crisis, Russia the most  

13-Sep-2018  

By Marc Jones 
LONDON, Sept 13 (Reuters) - Turkey learned 

the fewest lessons from the Lehman crisis 
while Russia has done the most to protect 
itself from global turbulence, the European 

Bank for Reconstruction and Development's 
chief economist said on Thursday. 

The development bank works in 36 countries 
across three continents and saw its markets hit 
hard by shockwaves from the global financial 
crisis seen a decade ago. 
Most are lower-income economies and are now 
facing strains again as the first real sustained 

rise in global interest rates since the crash takes 
hold. It also is proving a timely opportunity to 
take stock of what has changed. 
"For the emerging markets, the main lesson is 
that you need to build deep and meaningful 
financial markets in your own country," the 
EBRD's chief economist Sergei Guriev told 
Reuters. 

"Otherwise, because of problems in some other 

country you may have an external financing 
shock and you will have a crisis." 
It echoes warnings from the likes of the Bank for 
International Settlements and IMF about 
countries stacking up too much dollar-
denominated debt when the global rush to slash 

interest rates made it look ultra-cheap. 
Now, however, the dollar is rising and countries 
are having to use more of their reserves to pay 

the money back. One such country is Turkey, 
which has seen its currency slump. It is also now 
the EBRD's biggest lending market. 
"(Turkey has) a high level of dollar debt, a 
lack of independent decision making by the 

central bank, a lack of inflation targeting 
which results in wiping out euro denominated 
financial markets, shorting the duration of lira 
financial instruments and reinforcing this 
burden of indebtedness," Guriev said. 

"This is very unfortunate, because it could have 
been avoided." 
There was relief on Thursday as Turkey's central 
bank defied fresh opposition from the country's 

president, Tayyip Erdogan, to raise its 

benchmark rate by a hefty 625 basis points. It 
was the biggest such increase in Erdogan's 15-
year rule.  
Guriev added, though, that he and his 
colleagues expected to cut Turkey's growth 

forecasts at their next review in November. He 

wouldn't speculate by how much though he did 

say that it was likely to be one of the only 

countries to be downgraded. 
At the opposite end of the spectrum in terms of 
learning the lessons of the Lehman crisis, is 
Russia. It too has seen its currency hit hard this 
year and its central bank also faces a tough 
decision when it meets on Friday. 

Moscow's decisions since Lehman to float its 
currency, bring in tougher banking rules and 
build a bigger rouble-denominated bond market 
are all textbook examples to follow Guriev said. 
"When Russia understood how painful global 
crises are, these (types of moves) were 

accelerated," he said, underlining how well the 
measures have served the country since.  
"There was an 8 pct recession in 2009 and a 3 

percent recession in 2015, so it is a very 
different reaction to a major oil shock," he said. 
 
(Reporting by Marc Jones; Editing by Toby Chopra) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 

(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

Ukraine in talks with IMF on new 

standby deal 

14-Sep-2018  
KIEV, Sept 14 (Reuters) - Ukraine has started 

talks with the International Monetary Fund on 
a new standby agreement that would replace 
the current $17.5 billion assistance 
programme, the president's parliamentary 
representative Iryna Lutsenko told reporters 
on Friday. 

Lutsenko did not say what the terms of the new 
agreement might be or when it would start.  
A new standby agreement could give Ukraine 
some breathing space as it has struggled to fulfil 
some of the conditions of an existing deal and 
needs to service debt payments which will peak 

next year.  

Lutsenko did not address whether the 
government would agree to raise gas prices, 
which is a key sticking point in the current deal.  
"This means that the IMF appreciated the 
reforms, the pace, the results of the reforms 
that we made within the framework of that 

programme and are ready to provide us with 
another programme," she said on the sidelines 
of the Yalta European Strategy (YES) meeting in 
Kiev. 
Separately, the central bank governor said 
Ukraine hoped to reach a deal on continued co-
operation with the IMF next week, and that 

optimism around such an agreement had helped 

calm the foreign exchange market. 
 
(Reporting by Natalia Zinets; writing by Matthias 
Williams; editing by John Stonestreet and Jason Neely) 
(( matthias.williams@thomsonreuters.com ;)) 
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(c) Copyright Thomson Reuters 2018. 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentine peso dips, central bank 

keeps key interest rate at 60 pct  

12-Sep-2018  
By Scott Squires and Jorge Otaola 
BUENOS AIRES, Sept 11 (Reuters) - Argentina 

will maintain its benchmark interest rate at 60 

percent until at least December, the central 
bank said on Tuesday, adding that it would 
take any measures necessary to control 
inflation and assure the country will continue 
meeting its debt obligations. 

The peso currency closed 1.53 percent weaker 
at 37.96 per dollar, pressured by weakness in 
other emerging market currencies and continued 
trade tensions among major global powers, 

traders said. Argentine asset prices have 
plummeted as the economy slips into recession 
and fiscal worries persist. 
The currency has lost nearly 51 percent of its 
value this year. The next big test for Argentina 
will be passage of the government's 2019 
budget bill. The proposal includes unpopular 

spending cuts aimed at reducing the primary 
deficit to zero next year, a move intended to 
bolster the peso by improving confidence in 
the government's ability to pay its debts. 

Economy Minister Nicolas Dujovne met with 
provincial governors on Tuesday to open budget 
talks. "We have reached an agreement with 
opposition members that will allow us to achieve 

a balanced budget," Dujovne told reporters after 
the meeting. 
He said he expects the economy to contract this 
year but that it will start growing again in 2019. 
The peso's slide on Tuesday was a reversal from 
last week, when hopes that the outcome of new 
talks with the International Monetary Fund 

would stabilize the country's flagging economy 
and reign in inflation.  
"Last week's nod toward recovery is evaporating 
quickly, even though investors are still confident 
that the new agreement with the IMF and the 
2019 budget goals will show favorable results 

over the short term," economist Gustavo Ber 
said.  
Argentina is re-negotiating the terms of a $50 
billion standby financing agreement struck with 
the IMF in June. The government recently 
revamped its fiscal targets to include erasing the 
primary fiscal deficit in 2019 though budget cuts 

and export taxes. 

 
(Additional reporting by Walter Bianchi; writing by 
Hugh Bronstein; Editing by Cynthia Osterman) 
(( Scott.Squires@thomsonreuters.com ; +54 11 
45102591; Reuters Messaging: 
scott.squires.reuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Argentine austerity protests mount 

over Macri's IMF-backed measures  

12-Sep-2018  
By Hugh Bronstein 

BUENOS AIRES, Sept 12 (Reuters) - Labor 

unions and social groups blocked streets in 
downtown Buenos Aires on Wednesday to 
protest austerity measures proposed by the 
government and backed by the International 
Monetary Fund to reduce Argentina's debt.  

Protesters are angry about the belt-tightening 
policies, which are cutting services to low-
income Argentines already walloped by inflation 

of 31 percent and climbing. 

But Argentine leader Mauricio Macri said he 
needs to carry out such measures to regain 
investors' confidence by reducing the country's 
spending.  
The outlook for Latin America's third-biggest 
economy is grim, according to orthodox and 

left-leaning economists alike. Planned cuts to 
public utility subsidies, forcing Argentines to 
pay more for transportation and electricity, 
are expected to keep upward pressure on 
consumer prices for the rest of 2018. 

"The day-to-day uncertainty is getting worse," 
said protester Gabriela Gil, a 49-year-old mother 
of five.  
The year will close with inflation at more than 40 

percent, according to economists' forecasts. 
Hardest hit are low-income families that spend a 
high proportion of their income on food. 
"The poorest people in the country are on the 
verge of hunger," said Daniel Menendez, a 
spokesman for Barrios de Pie, one of the groups 
that helped organized the march.  

FISCAL MEDICINE 
Measures aimed at taming inflation, like the 
central bank's 60 percent monetary policy 
rate, have helped push the economy into 

recession by choking off credit. Stimulus 
spending that might pep up the economy would 
dash Macri's promise of bringing the primary 
fiscal deficit to zero next year. The previous 

2019 deficit target was 1.3 percent of gross 
domestic product. 
Economy Minister Nicolas Dujovne said earlier 
this month that it was weakness on the 
country's "fiscal flank" that prompted a run on 
the peso in August. The currency fell 26 percent 
last month and has lost more than half its value 

so far in 2018.  
On Tuesday, the peso fell 1.4 percent to close at 
38.5 per dollar.  
Having signed a $50 billion standby financing 
deal with the IMF in June, the slide in the peso 
prompted Macri's administration to pledge 

deeper spending cuts to secure an early release 

of funds. 
The revamped fiscal targets were being 
hammered out by government authorities and 
IMF staff in Buenos Aires, the Fund said in a 
statement on Wednesday. "Our common 
objective is to reach a rapid conclusion to these 
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discussions so as to present a proposal to the 

IMF executive board," the statement said. 

The targets will be incorporated into the 2019 
budget bill that Macri is expected to send to 
Congress over the days ahead.  
"What we are seeing in asset prices in Argentina 
is that people are not giving them the benefit of 
the doubt," Daniel Osorio, president of New 

York-based consultancy Andean Capital 
Advisors, said in a telephone interview. 
With investors demanding that the government 
stand by its budget-cutting program, some 
economists say the bitter fiscal medicine called 
for by the IMF might prove worse than the 

recession and high inflation that are already 
ailing Argentina. 
"The financial markets have closed for the 

country. Argentina's government is responding 
by attempting a much more drastic fiscal 
adjustment," said Martin Guzman, an economist 
at Columbia University Business School. 

"My view is that such a measure will lead to 
another recession in 2019." 
 
(Reporting by Hugh Bronstein; Additional reporting by 
Eliana Raszewski, Jorge Otaola, Scott Squires and 
Miguel Lobianco; Editing by Rosalba O'Brien and Lisa 
Shumaker) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Barbados 

External creditors disappointed with 

Barbados debt talks  

11-Sep-2018  

By Paul Kilby 
NEW YORK, Sept 11 (IFR) - Holders of 

Barbados dollar bonds are expressing 
disappointment with how debt negotiations 
are proceeding after the government launched 
a debt exchange that didn't include external 
creditors. 

In a statement released Tuesday, the external 
creditor committee said it has had "no 

meaningful interaction" with the government 
over the past two weeks over the terms reached 
under an IMF agreement announced last week.  
The committee was formed in June after 
Barbados suspended payments of interest and 
principal on all external commercial debt, and 
comprises some of largest institutional holders 

of the country’s dollar debt. 
The decision to suspend payments came as a 
shock to foreign investors who had assumed 
they would be excluded from any debt 
restructuring.  

While the committee is prepared to support a 

stabilization plan and to defer principal 
payments, it said there is no justification for a 

cut in interest on external commercial debt.  
"Any meaningful reduction ... would have a 
destabilizing effect on foreign direct investment 

flows and would further degrade international 

investor confidence," the committee said.  

Barbados last week outlined exchange offers for 
most of its sovereign debt denominated in 
Barbados dollars, but has yet to make an public 
offer to dollar holders.  
The restructuring of the estimated Bds$6.8bn 
(US$3.4bn) of domestic debt was announced 
alongside an agreement with the 

International Monetary Fund, which said it 
will provide a US$290m four-year facility 
subject to final approval in October. 

The type of debt in the proposed offer includes 
treasury bills and notes as well as debentures 
and other loans and bonds owed by the 
government or other state-owned enterprises. It 
also includes some arrears owed by the 

government and public sector bodies but not 
savings bonds. 
IMF mission chief Bert van Selm said under the 
agreed plan, Barbados' debt levels would drop 
from 157% of GDP to 60% of GDP by 2033, 
after restructuring domestic and international 
debt. At the end of March total government debt 

stood at Bds$16.1bn. 
 
(Reporting by Paul Kilby 
Editing by Natalie Harrison) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Guatemala 

Fitch Says Political Tensions Dampen 

Guatemala Growth, Fiscal Revenues  

13-Sep-2018  
Sept 13 (Reuters) - Fitch: 
Fitch says political tensions dampen 
Guatemala growth, fiscal revenues. 

Fitch says ongoing political tensions in 
Guatemala diminish prospect for economic and 
fiscal reforms ahead of elections in 2019. 
Fitch says announcement by Guatemalan 

president Jimmy Morales not to renew mandate 
of CICIG in 2019 has "inflamed political 

tensions". 
Fitch says action to not renew mandate of 
CICIG in 2019 could weaken Guatemala's low 
governance indicators and pose continued 
governability challenges. 

Fitch, on Guatemala, says low government 
revenue likely to remain key credit weakness 
with total revenue expected to fall to 10.3% of 

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

Venezuela 

Venezuela announces easing of 
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currency controls, economists skeptical  

08-Sep-2018  

CARACAS, Sept 8 (Reuters) - Venezuela on 

Saturday eased 15-year-old currency controls, 
decreeing that private banks and exchange 
houses are allowed to sell dollars, but 
economists are skeptical the measure will 

improve the dysfunctional and crisis-stricken 
economy. 

The currency controls, which require businesses 
and individuals to buy dollars via the state, are 
frequently identified as one of the main drivers 
of the crisis that includes hyper-inflation and 
product shortages. 
Economists noted that the central bank remains 

in charge of determining the exchange rate. 
Before Saturday's measure, the government had 

only sold greenbacks through the central bank 
although many transactions routinely took place 
on the black market.  
"The exchange controls are being maintained, 
though they are a bit more flexible," said 
economist Asdrubal Oliveros of local 

consultancy Econanalitica, responding to 
social media commentary suggesting that the 
controls had been lifted. 

Legislator and economist Jose Guerra said the 
measure was the furthest the government has 
gone in easing the controls, but that it would 
depend entirely on how it was implemented. 
President Nicolas Maduro during five years in 

office has repeatedly promised to create market-

based systems to improve access to hard 
currency. Each attempt has fallen apart because 
the systems were unable to provide steady 
access to dollars. 
The government currently sells dollars for 
around 62 bolivars, while the black market 
rate is around 90.  

That disparity has in the past made foreign 
exchange systems unworkable because it 
creates incentives to buy dollars at the 
preferential rate and quickly resell them at a 
profit on the black market, meaning the 
preferential dollars quickly dry up.  
Merchants unable to obtain dollars through the 

government have to buy them on the black 

market to import products. But they can be 
thrown in jail if they sell those products at prices 
higher than those approved by state price 
controls. 
Maduro says his government is victim of an 
"economic war" led by opposition politicians with 

the help of the United States, which has levied 
financial sanctions against Venezuela. 
Critics say Venezuela's economy will not function 
properly until prices are determined by the 
private sector rather than government decrees.  
They noted that Finance Minister Simon Zerpa 

on Friday promised free exchange of hard 
currency but also warned that "businesses that 

decide to continue feeding the criminal (foreign 
exchange) market are working in the shadows at 
great financial and legal risk." 
 
(Reporting by Deisy Buitrago; editing by Brian 
Ellsworth and Grant McCool) 

(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
(c) Copyright Thomson Reuters 2018. 

AFRICA 
 

Angola 

Angola's IMF Request Underscores 

Reform Efforts  

11-Sep-2018  
Fitch Ratings-Hong Kong/London-September 11: 
Angola's recent formal request for an IMF 
support programme highlights the authorities' 
attempts to accelerate economic and fiscal 

reforms, Fitch Ratings says. An IMF 
programme that makes public finances more 
sustainable and further improves the functioning 
of the foreign exchange market would support 
Angola's sovereign credit profile, but reducing 
the economy's commodity dependence and 
reliance on government spending remains a 

long-term process. 
Finance Minister Archer Mangueira has said that 
talks on an Extended Fund Facility (EFF) 
programme would start in October, with the aim 
"primarily to consolidate ... fiscal adjustment". 
The programme could come with as much as 

USD4.5 billion in funding, he said. Angola's 

previous government began discussions with 
the IMF in 2016 when the oil price dropped 
below USD40/barrel, but decided against a 
programme when the oil price began to 
recover. 

The ambitious reform agenda of the government 
of President Joao Lourenco, which took office in 
September 2017, was reflected in our revision of 

the Outlook on Angola's 'B' sovereign rating to 
Stable from Negative in April. However, Angola 
still faces considerable challenges including high 
debt, weak governance, stagnant oil production 
and a shortage of foreign currency. 
Fitch believes that the EFF request highlights 
the authorities' awareness of these issues and 
a willingness to tackle them in a transparent 

fashion. The commodity price shock brought 
several years of twin deficits that have depleted 
fiscal and external buffers, and exposed 
deficiencies in the Angolan economy that have 
led to an uneven recovery. An EFF programme 
would support external liquidity and help to 
further anchor the economic reform programme 

and fiscal consolidation. 
The new government has accelerated Angola's 
policy response, but the adjustment remains 
incomplete. A substantial devaluation of the 
kwanza and the recovery in oil prices have 
increased foreign-currency liquidity (according to 

the IMF, the official kwanza rate was overvalued 

by 20% at end-2017). The parallel market rate 
is about 25% weaker than the official rate, 
which implies continued rationing of foreign 
exchange. As an overhang of FX demand is 
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gradually cleared and the exchange rate is 

allowed to depreciate in weekly auctions (the 

central bank introduced an auction system in 
January), the spread should continue to narrow. 
Banco Nacional de Angola has used its reserves 
to bolster FX supply and this has led to a decline 
in gross official reserves to USD18.2 billion in 
July 2018 from USD24.4 billion at end-2016. 

Higher oil prices or significant economic 
diversification could aid the accumulation of FX 
reserves, but stagnating oil production will limit 
any boost to oil export receipts. The lack of 
production growth reflects weak investment in 
the sector in recent years, owing to fiscal 

constraints and a lack of hard currency. 
Further, both the government and the state-
owned oil company Sonangol have run up a 

sizeable stock of debt, more than half of which is 
in foreign currency. General government debt 

increased to above 60% of GDP at end-2017, 
from 25% at end-2013. An additional 5% of 
GDP in Sonangol debt and 4.6% in 

outstanding payment arrears add to pressures 

on debt sustainability. Public debt may peak 
this year but Angola faces high debt service 
payments in the next few years. We forecast 
principal repayments of USD18.9 billion on 
foreign-currency denominated debt due in 2018-
2020, along with USD6.6 billion in interest. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Egypt 

Egypt's foreign debt rises to $92.64 bln 

at end-June, PM tells paper  

09-Sep-2018  
CAIRO, Sept 9 (Reuters) - Egypt's foreign debt 

rose to $92.64 billion at the close of the 
financial year in June, up from $88.2 billion at 
end-March, Prime Minister Mostafa Madbouly 

told the Egyptian daily al-Watan. 

The debt made up 37.2 percent of the country's 
GDP at the end of the 2017-2018 fiscal year, 
Madbouly told the newspaper in an interview 
published on Sunday, marking a slight increase 
from 36.8 percent at the end of the third 
quarter.  

Egypt's fiscal year begins in July and ends in 
June. 
The country's foreign reserves stood at $44.2 
billion at the end of June, and climbed to $44.4 
billion by end-August.  
 
(Reporting by Ali AbdelatyWriting by Nadine Awadalla 
Editing by Raissa Kasolowsky) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 

 
 

Egypt cancels second consecutive T-

bond sale due to high yields  

10-Sep-2018  

CAIRO, Sept 10 (Reuters) - Egypt cancelled its 

second consecutive treasury bonds auction on 
Monday after banks and investors demanded 
high yields on the debt, statements by the 
central bank showed. 

The Monday sale was for five and 10-year 
treasury bonds worth 3.5 billion Egyptian pounds 

($196.74 million) and attracted yields between 
18.4 - 18.6 percent, according to two bankers 
involved who participated in the auction. 
It was not immediately clear whether the 
finance ministry would auction off the bonds 
in a private sale like it did on Tuesday with a 
five-year bond also worth 3.5 billion pounds, 
and officials were not immediately available 

for comment. 

"What the government is doing, cancelling these 
auctions due to high yields, is very logical. How 
can the government sell at these prices for 10 
years? ... We want to shrink the budget deficit, 
not increase it. It's best to focus on treasury bills 
in the coming period," one banker who spoke on 
condition of anonymity told Reuters.  

Egypt aims to reach an average interest rate on 
government debt instruments in the current 
budget of about 14.7 percent compared with 
18.5 percent in the 2017-2018 fiscal year, which 
ended on June 30. 
The Arab world's most populous country needs 

around 715 billion pounds in its 2018-2019 

budget, of which 511 billion are in the form of 
domestic debt instruments and the rest are 
external financing from the issuance of bonds 
and an IMF loan. 
 
($1 = 17.7900 Egyptian pounds) 
(Reporting by Ehab Farouk; Writing by Nadine 
Awadalla, Editing by William Maclean) 

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

Kenya 

Kenya's budget deficit seen at 4.3 pct 

of GDP in 2019/20  

13-Sep-2018  
NAIROBI, Sept 13 (Reuters) - Kenya's budget 

deficit is expected to stand at 4.3 percent of 
GDP in the 2019/20 fiscal year, a senior 
finance ministry official said on Thursday, 
while adding that the fate of an IMF stand-by 
arrangement should not impact forecasts. 

Kenya's overall budget is seen at 2.78 trillion 

shillings ($27.58 billion) in 2019/20, the finance 
ministry's Principal Secretary Kamau Thugge 
said. 
 
($1 = 100.8000 Kenyan shillings) 
(Reporting by George Obulutsa 
Editing by Ingrid Melander) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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IMF says Kenya's external position is 

strong as standby deal expires  

14-Sep-2018  
By Duncan Miriri 

NAIROBI, Sept 14 (Reuters) - The International 

Monetary Fund considers that Kenya's 
external position is strong, its representative 
in Nairobi said on Friday, adding that the Fund 
would continue to support its reform efforts 
even though a stand-by loan deal has expired. 

Kenya had secured a six-month extension in 
March of the $989.8 million arrangement. 
However, the IMF set conditions for a further 

extension, including the repeal of a cap on 
commercial lending interest rates which was 

imposed in 2016, a move that parliament 
rejected in a finance bill last month. 
President Uhuru Kenyatta sent the bill back to 
parliament on Thursday night, but what happens 
next regarding the rate cap is not yet clear IMF 

representative Jan Mikkelsen confirmed what the 
government said on Thursday: that the deal was 
over. 
"The second review of the IMF-supported 
program has not been completed, and the 
program will expire today," he told Reuters. "It 

should be stressed that Kenya's external position 
remains strong and foreign exchange reserves 
are at a very comfortable level." 

Foreign exchange reserves stood at $8.56 billion 
at the end of last week, equivalent to 5.71 
months' worth of Kenyan imports, central bank 
data showed. The bank is required by law to 

hold reserves worth a minimum of four months 
of import cover. 
The central bank expected the current account 
deficit to shrink to 5.4 percent of gross domestic 
product at the end of this year, from 5.8 percent 
in June, Governor Patrick Njoroge said in July.  
Kenyan officials have played down the 

significance of the expiry of the deal, which was 
agreed in 2016 to help cushion the economy in 
case of unforeseen external shocks that could 
upset the balance of payments. No funds were 

ever drawn down. 
However, Finance Minister Henry Rotich said 
on Thursday that talks with the Washington-

based fund would now focus on the next type 
of facility Kenya could secure. 

"The IMF will continue to support Kenya's reform 
efforts through policy advice and capacity 
development," Mikkelsen said, without giving 
more details.  
Kamau Thugge, the principal secretary at the 
finance ministry, had said on Thursday that the 

expiry would not hurt the economy. 
Rotich tried to repeal the rate cap in his June 
budget, but parliament voted to keep the upper 
limit while getting rid of a minimum deposit rate 

it had previously imposed. 
The cap was aimed at helping small traders 

borrow at affordable rates, but has had the 
opposite effect, with banks saying they cannot 
price risk to small and medium enterprises 

(SMEs) properly while the cap is in place. 

As a result, lending to the private sector fell 

from 9.3 percent in 2016 to 2.4 percent last 
year. 
Kenyatta is due to address the nation on Friday, 
after rejecting the finance bill which also sought 
to postpone a widely unpopular tax on fuel. 
 
(Reporting by Duncan Miriri Writing by Ingrid Melander 
Editing by George Obulutsa and David Stamp) 
(( ingrid.melander@thomsonreuters.com ; 
+33149495518; Reuters Messaging: 
ingrid.melander.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

Moody's sees little chance of South 

Africa downgrade  

13-Sep-2018  
•Some respite for President Ramaphosa after 
recession 
•Moody's sees 2018 growth below 1 pct, less 
than govt 
•Says monitoring Oct. budget statement 

closely 
Recasts, adds finance minister quotes on 
debt, stimulus 

By Alexander Winning 
JOHANNESBURG, Sept 13 (Reuters) - Moody's 

said on Thursday there was little chance it 
would strip South Africa of its investment 
grade credit rating this year - giving some 
respite to President Cyril Ramaphosa after the 
economy moved into recession. 

But the agency - the last of the top three ratings 
firms to have Pretoria's long-term foreign-
currency debt at investment grade - said it was 
critical that South Africa keep its finances tight if 
it wanted to keep that rating in the longer term. 
South Africa entered recession for the first time 
since 2009, data showed last week, a particular 

blow for Ramaphosa who has said he is trying to 
revive the economy after years of stagnation 
under former president Jacob Zuma. 
Moody's said the recovery in South Africa's 
economy would be slow - slower than the 
Treasury's estimate of 1.5 percent growth for 
2018 after a surprise contraction in the first 
two quarters. 

"Growth is going to be below 1 percent, to what 

extent it's difficult to say," Lucie Villa, Moody's 
lead analyst for South Africa, told the agency's 
annual Sub-Saharan Africa conference, referring 
to this calendar year. 
But she brushed off talk of a possible downgrade 
at a review scheduled for next month. 
"South Africa has a stable outlook ... there is 

little chance of a rating action," she said. 
Finance Minister Nhlanhla Nene told the same 

conference that South Africa was committed to 
prudent fiscal policy aimed at stabilising the 
ratio of its debt to gross domestic product. 
Nene also said the government was working on 

a package of measures to stimulate economic 
growth by reprioritising existing resources. 
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"The focus on trying to improve on the side of 

growth because that creates space for us to 

spend," he said. 
RECESSION 
Since the recession shock last week, economic 
data has pointed to a mixed start to the third 
quarter.  

Retail sales for July showed an expansion in 
activity, but mining data and business 

confidence figures have been weak. 
Africa's most developed economy needs faster 
economic growth if it is to reduce high 
unemployment - currently at 27 percent - a hot-
button issue ahead of national elections in 2019. 
Villa said two ratings strengths for South Africa 
were that its government debt had a long 

maturity and that relatively little of the debt was 

foreign-currency denominated. 
She said Moody's would pay close attention to 
next month's budget statement to assess the 
government's commitment to fiscal 
consolidation. 

Plans by the ruling African National Congress 
(ANC) to nationalise the Reserve Bank were not 
"rating-relevant," assuming the bank's mandate 
would not be affected, Villa added. 
The central bank has said any change of 
ownership would not affect its mandate or 
independence.  

 
($1 = 14.8287 rand) 
(Writing by James Macharia 
Editing by Andrew Heavens) 
(( james.macharia@thomsonreuters.com ; Tel: +27 11 
775 3168; Reuters Messaging: 
james.macharia.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

Tunisia needs $2.53 bln in external 

financing next year  

13-Sep-2018  
TUNIS, Sept 13 (Reuters) - Tunisia needs 

around 7 billion dinars ($2.53 billion) in 
external financing in 2019 and plans to issue 

$1 billion in bonds in early October to help 
cover 2018's deficit, a senior official said on 
Thursday. 

Tunisia needs total financing next year worth 10 
billion dinars, while the external borrowing 
requirement is almost the same level as this 
year, he told Reuters, asking not to be named. 
The government had planned to issue bonds in 

the first quarter but postponed the move several 
times. 
An official source told Reuters the sale will be 
early next month, after the North African 
country hopes to have secured approval from 
the International Monetary Fund for a new 
loan tranche worth around $250 million. 

"We will issue $1 billion in bonds early in 
October after the IMF will have disbursed a new 

loan tranche (from a total scheme $2.8 billion)," 
he said. 

Tunisia expects economic growth to accelerate 

to 3.5 percent next year from an expected 2.9 

percent in 2018, driven by a recovery of the 
tourism industry and an expanding agricultural 
sector, officials told Reuters last month. 
The government aims to reduce its budget 
deficit to 3.9 percent next year from the 4.9 
percent it is forecasting for 2018. 

The North African country’s economy has been 
in crisis since the toppling of autocrat Zine al-
Abidine Ben Ali in 2011, with unemployment and 
inflation shooting up. 
 
($1 = 2.7679 Tunisian dinars) 
(Reporting By Tarek Amara; Editing by Ulf Laessing 
and Hugh Lawson) 
(( tarek.amara@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zimbabwe 

New Zimbabwe finance minister wants 

to clear World Bank arrears  

10-Sep-2018  
•Says clearing arrears would restore 
confidence 
•Paying off arrears seen as step to get IMF 
programme 

•Minister aims to remove the quasi currency 
bond note 

By MacDonald Dzirutwe 

HARARE, Sept 10 (Reuters) - Zimbabwe's new 

finance minister said on Monday he would 
accelerate plans to pay arrears to the World 
Bank and the African Development Bank and 
would work on a three-year programme to cut 
government spending. 

Mthuli Ncube did not spell out how he would 
speed the clearance of $1.8 billion in arrears - 

but said it would be a vital step in rebuilding 
investors' confidence. 
"It's one building block," he told reporters after 
being sworn in as finance minister to watch over 
an economy struggling with a severe shortages 
of dollars, and with unemployment above 80 

percent. 
Economist have said the repayments would be 
a vital step towards Zimbabwe qualifying for 
an International Monetary Fund (IMF) 
programme.  

But such a programme could come with 
politically painful conditions, including a 
reduction of the huge civil service and a cut in 
the budget deficit from 16 percent to single-digit 
levels, say analysts.  

Ncube said he would discuss the size of the civil 
service wage bill with new President Emmerson 
Mnangagwa, but did not go into further detail.  
Previous efforts to cut public sector wages - 
responsible for 93 percent of the national budget 

- and civil service jobs were blocked by former 

president Robert Mugabe. 
"Internally we need fiscal consolidation and 
making sure that on the expenditure side, we 
live within our means or move towards that. 
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That is always a process, always need a kind of 

three year process, fiscal consolidation is not a 

big bang approach," the minister said. 
Ncube confirmed media reports he would look 
into removing the quasi currency bond note in a 
package of currency reforms due to be 
announced at the end of September, and said he 
eventually wanted to bring back Zimbabwe's 

own currency. 
The southern African nation dumped its 
currency in favour of the U.S. dollar in 2009 
following years of hyperinflation, and 
introduced bond notes in November 2016 in a 
bid to ease acute shortages of cash.  

The shortages have however worsened while a 
black market continues to thrive. 
"Ultimately we would like to have a Zimbabwe 

dollar that is stable, that we have confidence in 
and we will start working towards that and you 
will hear in the monetary policy statement the 
first steps towards that," Ncube said. 
The 55-year-old Cambridge University graduate 
is a former chief economist and vice president at 

the African Development Bank and is a visiting 
professor at Oxford University. 
 
(Editing by James Macharia and Andrew Heavens) 
(( james.macharia@thomsonreuters.com ; Tel: +27 11 
775 3168; Reuters Messaging: 
james.macharia.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

GLOBAL 
 

Public debt in advanced economies 

"not seen" since WWII  

13-Sep-2018  
WASHINGTON, Sept 13 (KUNA) -- Managing 

Director of the International Monetary Fund 
(IMF) Christine Lagarde said Thursday that 
over the past decade, government debt "as a 
proportion of GDP has reached new highs." 
Speaking at the Sovereign Debt Conference, 
Lagarde noted that in advanced economies, 

public debt is "at levels not seen since the 
Second World War," while emerging market 

public debt "is at levels last seen during the 
1980s debt crisis."  
She warned that "if recent trends continue, 
many low-income countries will face 
unsustainable debt burdens."  
She stressed that "the bottom line is that high 

debt burdens have left many governments more 
vulnerable to a sudden tightening of global 
financial conditions and higher interest costs." 
She affirmed that high debt "can also create 
uncertainty, which deters investment and 
innovation." It is estimated that the median debt 

level among low-income countries increased 
from 33 percent of GDP in 2013 to 47 percent, 

she indicated.  
"Historically, low-income countries mostly relied 
on international institutions and traditional 
bilateral creditor countries, which can use the 
Paris Club to coordinate their actions on debt 

issues," she said.  

She added that "today, low-income countries 

rely much more heavily on non-traditional 

lenders, from bond investors, to foreign 
commercial banks, to commodity traders, to 
creditor countries outside the Paris Club." She 
stressed that "the shift towards new borrowing 
sources generally means higher interest rates 
and shorter maturities," and that borrowing from 

non-Paris Club lenders "also means that creditor 
coordination will likely become more 
complicated." According to Lagarde, "managing 
these debt vulnerabilities is critical," as it 
estimated that 40 percent of low-income 
countries "already face significant debt 

challenges. 

" She warned that "a key challenge is 
preventing "debt surprises," which can be 
driven by poor governance, off-balance sheet 
borrowing, and weak debt recording and 
reporting."  
Lagarde stressed the need of "better 
collaboration to prepare for debt restructuring 
cases that involve non-traditional lenders." "With 

substantial non-Paris Club debt, we need to 
think about new ways in which official creditor 
coordination, often so critical to debt crisis 
resolution, can take place," she noted.  
"Moreover, if obstacles that inhibit smooth debt 
restructurings now can be addressed, the IMF 
can more easily play its traditional role in 

providing financial support and acting as a 
catalyst for additional flows, including from the 

World Bank and other major lenders," she 
affirmed.  
 
All KUNA right are reserved © 2018. Provided by 
SyndiGate Media Inc. ( Syndigate.info ). 
Copyright (c) 2018 SyndiGate. All Rights Reserved. 

EMERGING MARKET 
 

BNP Paribas AM raises euro debt 

underweight, cuts emerging markets  

10-Sep-2018  
LONDON, Sept 10 (Reuters) - BNP Paribas 

Asset Management has reduced its risk 
exposure by cutting holdings of emerging 
equities while also raising its underweight 

position in euro zone bonds, the fund said in a 
note received on Monday. 

The asset manager said its long-held view of 
being long equities and underweight fixed 
income remained in place, noting that bond 
yields in the United States and the euro zone 
were likely to rise and recent falls in German 
yields to around 0.30 percent on back of trade 

tensions and Italian politics offered a chance to 
increase the underweight. 
It also closed its long position on emerging 
market equities and reduced exposure to 

emerging local currency debt, it said. 
On U.S. shares, BNP Paribas Asset Management 

has taken profit on holdings of U.S. bank shares 
and also gone short U.S. tech shares which have 
outperformed this year on back of robust 
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earnings.  

"The strong earnings tell us that the IT sector is 

benefiting from the cyclical upswing in the 
United States. But the rally is now looking 
extended at a time when regulatory risks are 
rising, both domestically and abroad," the asset 
manager said. 
"We therefore would not be surprised if there is 

a correction relative to other sectors in the near 
term." 
 
(Reporting by Sujata Rao; editing by Abhinav 
Ramnarayan) 
(( sujata.rao@thomsonreuters.com ; 44 20 7542 6176 
; Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
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