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ASIA 
 

China 

China woos foreign debt arrangers 

Bonds: Overseas underwriters wanted 

to broaden investor base and handle 

muni glut 

By Ina Zhou 
HONG KONG, Dec 15 (IFR) - China is 

encouraging greater participation of foreign 

banks in the country's Rmb27trn (US$4.1trn) 

central and local government bond market, 
particulary in municipal bonds, in an effort to 
build a broader investor base. 

Earlier this month, the Ministry of Finance said it 
was studying measures to attract more non-
Chinese arrangers of Treasury bonds, as foreign 

banks currently underwrite only 4% of issuance. 
Wang Jianxun, chief accountant at the MoF's 
department of national treasury, also said that 
the MoF would promote the role of foreign banks 

in the underwriting of municipal bonds.  
So far foreign banks have only arranged one 
municipal deal, Shanghai's Rmb3bn 
(US$453m) three-year offering in its free-

trade zone in December 2016.  

Last Wednesday, the China Banking Regulatory 
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Commission pledged to "support" the local 

branches of foreign banks in the Treasury and 

municipal bond markets, without specifying what 
form that support would take. 
"Regulators want us to do more municipal bonds 
in order to help digest the huge supply," said a 
DCM banker with a foreign bank in Shanghai. 
Issuance of municipal bonds has surged since 

China launched a massive debt-swap 
programme in 2015. Under the programme, 
local governments are allowed to replace debt 
with lower-cost municipal bonds. 
As of the end of November, outstanding muni 
bonds totalled Rmb14.6trn, larger than the 
size of outstanding Treasury bonds, which 
stood at Rmb12.7trn, according to China 

Central Depository & Clearing.  

Foreign investors, including offshore investors 
and locally incorporated foreign banks, have 
increased their holdings of Chinese Treasury 
bonds this year, but interest in muni bonds 
remains muted, market participants said. 
CCDC data showed foreign investors held 

Rmb785.5bn of Chinese Treasury bonds at the 
end of November, or 6.2% of the total. The 
CCDC did not break down the different types of 
muni bond holders. 
MUNI BONDS INITIATIVES 
The friendly overtures toward locally 
incorporated foreign banks are China's latest 
efforts in a two-year push to diversify the 

investor pool for muni bonds to accommodate 
the debt-swap programme.  

To reduce the concentration of muni bond 
holdings among the big four state-owned banks, 
municipalities have been allowed to issue notes 
in the stock exchange market since November 
2016, where securities houses and fund 
managers make up the majority of investors. 

Last December, Shanghai launched the first 
renminbi-denominated muni bonds in the pilot 
Shanghai Free-Trade Zone, adding foreign banks 
to a municipal bond placement for the first time.  
DBS Bank (China), HSBC (China) and Standard 
Chartered (China) were syndicate members on 

the offering, along with 11 Chinese financial 
institutions.  

Locally incorporated foreign banks were 
allocated Rmb180m of the Rmb3bn issue, 
according to the MoF's Wang.  
Market sources said Hebei province was 
preparing to offer the second FTZ muni bonds 

after Shanghai, and several foreign banks have 
been hired as syndicate members on the deal. 
DISTORTED PRICING 
Despite regulatory advances, foreign banks 
are reluctant to work on muni deals because 
of concerns over the huge supply and 
distorted pricing. 

"Those government bond deals hardly generate 
any revenue for us. Our funding cost doesn't 

allow us to compete with large Chinese banks on 

the same level and pricings are far off the 
market," said a Shanghai-based syndicate 
banker with a foreign bank. 
Underwriters of government bonds are, in most 
cases, also investors, using their balance sheet 

to buy the notes, according to market 

participants. 

Furthermore, the poor liquidity of muni bonds is 
also a concern as Chinese banks largely hold 
such notes to maturity. 
"Muni bonds still rely heavily on support from 
large Chinese banks that have close relations 
with respective local governments. Other 
types of investors only have minor roles," said 

an underwriter at a big Chinese securities 
firm.  

Last Monday, Shenzhen Municipal Government 
issued China's first muni bonds designed to fund 
metro lines with a placement on the Shenzhen 
Stock Exchange.  
The Rmb2bn five-year notes priced at par to 
yield 3.82%, 7bp tighter than five-year Treasury 

bonds on the day. Commercial banks took 
Rmb1.97bn of the notes, with just Rmb30m 
allocated to securities firms, according to a press 
release. 
 
 (( Ina.Zhou@thomsonreuters.com ; +852 29126674; 
Reuters Messaging: 
ina.zhou.thomsonreuters.com@reuters.net )) 
 
 

India 

India RBI To Raise Foreign Investment 

Limit In Government Bonds For Jan-

Mar  

13-Dec-2017  
By Dharam Dhutia 
NewsRise 
MUMBAI (Dec 13) -- The Reserve Bank of India 

will raise the limit for foreign investment in 

government bonds by 64 billion rupees for the 
January-March quarter, the central bank said 
in a notification late yesterday.  

The limits for foreign investment in state 
development loans will also be increased by 58 
billion rupees for the quarter, according to a 
notification on the RBI website.  
The revised limits will be effective from Jan. 1, 

the central bank added.  

Currently, India allows overseas investors to buy 
government bonds worth 1.897 trillion rupees 
and an additional 603 billion rupees for long-
term foreign investors. As much as 99.81% of 
the existing limit was utilised as on yesterday in 
the first category, data from the National 

Securities Depository Ltd. showed. 
India will now allow foreigners to invest 1.913 
trillion in government bonds in open limit, while 
long-term investors can now invest up to 651 
billion rupees from Jan. 1  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Shreejay Sinha 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services Pvt Ltd 
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Indian bonds, rupee, shares fall after 

inflation accelerates  

13-Dec-2017  
MUMBAI, Dec 13 (Reuters) - India's benchmark 

10-year bond fell sharply, sending the yield up 
6 basis points, while the rupee and shares 
weakened on Wednesday after higher-than-
expected consumer price inflation data raised 
worries about potential central bank rate 
hikes. 

The benchmark 10-year bond yield was up 5 
basis points at 7.24 percent by 0346 GMT while 
the partially convertible rupee was trading at 
64.53 per dollar versus its previous close of 

64.40. 
The broader NSE share index  was down 0.2 

percent. 
Data late on Tuesday showed inflation 
accelerating to 4.88 percent last month from a 
year earlier, hitting a 15-month high and 

breaching the Reserve Bank of India's 4 percent 
target. 
 
(Reporting by Swati Bhat; Editing by Rafael Nam) 
(( swati.bhat@thomsonreuters.com ; 
twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net )) 
 
 

India To Buyback 200 Billion Rupees Of 

Govt Bonds, Invites Bids On Dec. 18  

13-Dec-2017  
By Dharam Dhutia 
NewsRise 
MUMBAI (Dec 13) -- India will repurchase up 

to 200 billion rupees of two government 
bonds maturing in 2018, the Reserve Bank of 
India said in a press release today.  

The bonds include 7.83% 2018 bond maturing 
on Apr. 11, and 8.24% 2018 bond maturing on 
Apr. 22.  
The repurchase auction would be conducted on 
Dec. 18 using multiple price method, while the 

settlement of the trade will take place on Dec. 

19, the RBI said.  
This would be the third buyback operation by the 
government in this financial year that started 
Apr. 1. In November, the government bought 
back bonds worth 277.67 billion rupees.  
India's federal government is committed to 

buyback or switch the entire budgeted one 
trillion rupees worth of government securities by 
the end of the fiscal year, two senior finance 
ministry officials had said on Nov. 30. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indian bonds, rupee gain after Gujarat 

exit poll results  

15-Dec-2017  

MUMBAI, Dec 15 (Reuters) - The Indian rupee 

strengthened while bond yields inched lower 
on Friday morning after exit polls showed the 
country's ruling alliance would win elections 
in the prime minister's home state but caution 
remained ahead of the actual results. 

The benchmark 10-year bond yield was down 1 

basis point at 7.12 percent by 0357 GMT, while 
the partially convertible rupee was at 64.15 per 
dollar, compared with its previous close of 
64.34. 
Indian Prime Minister Narendra Modi's ruling 
group will sweep an election in his home state of 
Gujarat, surveys showed on Thursday, shaking 

off the most serious challenge yet from a 

combined opposition. 
 
(Reporting by Mumbai Desk; Editing by Subhranshu 
Sahu) 
(( swati.bhat@thomsonreuters.com ; 
twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net )) 
 
 

Indonesia 

Fitch Places 2 Indonesian Government-

Related Entities on Watch Positive  

12-Dec-2017  

JAKARTA, December 12 (Fitch) Fitch Ratings 

Indonesia has placed the National Ratings of 
two Indonesian government-related entities 
(GREs) on Rating Watch Positive (RWP) as 
follows: 
PT Sarana Multi Infrastruktur (Persero) 
•National Long-Term Rating of 'AA+(idn)' 
•'AA+(idn)' National Rating on USD300 
million medium-term note programme 
PT Sarana Multigriya Finansial (Persero) 

•National Long-Term Rating of 'AA+(idn)' 

'AA+' National Ratings denote expectations of 
very low default risk relative to other issuers or 
obligations in the same country. The default risk 

inherently differs only slightly from that of the 
country's highest rated issuers or obligations. 
KEY RATING DRIVERS 

The rating actions reflect the publication of the 
Exposure Draft: Government Related Entities 
Criteria (see "Fitch Publishes Exposure Draft on 
Government Related Entities Criteria", dated 27 
November 2017). 
RATING SENSITIVITIES 
Fitch expects to resolve the RWP within the next 

six months upon the conclusion of the Exposure 
Draft period. 
If the final criteria are substantially similar to the 
exposure draft, then the ratings are likely to be 
upgraded to 'AAA(idn)' as the government 

support would be re-assessed under the new 
rating support factors. 

 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com. 
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Additional information is available on 
www.fitchratings.com. 
 
 

Indonesia state-run firm sells debut 

"Komodo" bond in London  

13-Dec-2017  
LONDON, Dec 13 (Reuters) - Indonesian state-

run toll road operator Jasa Marga issued the 
country's first London-listed, rupiah-
denominated bond on Wednesday, with one 
government official saying other companies 
and the government itself could follow suit. 

Jasa Marga raised four trillion rupiah ($295 
million) via the issue which has been dubbed a 
"Komodo" bond after the Komodo dragon, a 
large species of lizard found only in Indonesia, 

and along the lines of Chinese yuan and Indian 
rupee "dimsum" and "masala" bonds listed 
overseas. 
The bond, listed on the London Stock Exchange 
(LSE) and carrying a 7.5 percent coupon, was 
four times subscribed.  

Rini Soemarno, Indonesia's minister for state-
owned enterprises, said Komodo bonds could be 
used for future infrastructure financing, given 
the size of the investor pool and absence of 
currency risk for the issuer. 
"The investment need for transmission and 
power plants is quite significant so probably one 

of the next issuances will be from our electricity 

company," Soemarno said, naming telecom, 
construction and mortgage banking as other 
sectors likely to tap the Komodo market. 
"We want to make sure the Komodo bonds have 
a liquid market. New issuance is important... so 
that investors are comfortable there is a 

secondary market and different types of 
issuers," she told reporters. 
Asked if the Indonesian sovereign could also 
venture on to the Komodo market, she said: 
"I think so. That is also the potential for the 
future." 

While Jasa Marga is the first Indonesian 
company to issue a rupiah bond in London, 
previous LSE-listed rupiah bonds were sold by 

banks such as the European Bank for 
Reconstruction and Development, HSBC and 
Barclays, with a total of around $2 billion now 
outstanding. 

Dimsum bonds outstanding are worth $7.6 
billion, the LSE said, while masala bonds total 
$6.7 billion.  
 
($1 = 13,580.0000 rupiah) 
(Reporting by Sujata Rao; Editing by Susan Fenton) 
(( sujata.rao@thomsonreuters.com ; 44 20 7542 6176 
; Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net 
)) 
 
 

Israel 

Israel's 2019 budget draft to be 

delivered to cabinet in a month  

13-Dec-2017  

By Steven Scheer 
JERUSALEM, Dec 13 (Reuters) - Israel's 

Finance Ministry said on Wednesday it would 
deliver a draft of the 2019 state budget to 
cabinet ministers in a month, with an aim of 
reducing the cost of living, cutting 
bureaucracy and narrowing income gaps in 

the economy. 

Ministry officials said they were still working out 
the numbers of the spending plan and would 
likely publish them by the end of the month 
before delivering it to the cabinet on Jan 11. 
Vowing to rein in soaring housing and other 
living costs, Finance Minister Moshe Kahlon's 

upstart Kulanu party won 10 seats in the 120-

seat parliament in 2015, but prices of homes 
and many basic goods remain high. 
Kahlon told a news conference there would be 
tax reform sometime in 2018, without 
elaborating. He has previously promised to lower 
taxes further in the wake of an expected tax 

income surplus of as much as 20 billion shekels 
($5.7 billion) this year.  
"Now, we have good days for the economy but 
we need to prepare for days that won't be as 
good," he said. 
The Bank of Israel has urged the ministry not 
to lower taxes further, but rather, to use the 

excess funds to help pay down the country's 
large public debt. 

Israel's economic growth is expected to have 
slowed to 3 percent in 2017 from 4 percent a 
year ago.  
A 2018 budget was already approved last year 
as part of a dual-year 2017-2018 package. 
Officials said their two main targets in 2019 

were for an improvement in growth and 
productivity and reducing the inequality. 
The ministry is seeking to boost competition and 
ease regulations, particularly in removing 
barriers on personal and commercial imports. 
It also is looking to quicken the building permit 
process and advance a programme to accelerate 

the distribution of natural gas to small- and mid-

sized businesses, which would likely give a 1 
billion shekel-a-year benefit to the economy. 
"What we are trying to do is further push growth 
and productivity. We want to minimize the 
equality gaps that we have today, and we want 

to reduce the cost of living," said Shai Babad, 
the Finance Ministry's director-general. 
 
($1 = 3.5386 shekels) 
(Reporting by Steven Scheer) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer)) 
 

http://www.fitchratings.com/
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Kyrgyz Republic 

Moody's says Kyrgyz Republic's fiscal 

metrics constrain sovereign's rating  

15-Dec-2017  
Dec 15 (Reuters) - Moody's: 
Moody's says Kyrgyz Republic's fiscal metrics 
constrain sovereign's rating; institutional 
strength is developing. 

Moody's says Kyrgyz Republic's institutions are 
weak, particularly with regard to corruption and 
rule of law; institutional strength will continue to 

develop. 
Moody's on Kyrgyz Republic says stable outlook 
balances upside risks related to solid economic 

growth, ongoing reforms, large revenue base. 
 
(( Bangalore.newsroom@thomsonreuters.com ;) 
 
 

Oman 

Fitch Downgrades Oman to 'BBB-'; 

Outlook Negative   

11-Dec-2017  
HONG KONG/LONDON, December 11 (Fitch) 
Fitch Ratings has downgraded Oman's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) to 'BBB-' from 'BBB'. The Outlook is 
Negative. Oman's Country Ceiling has also 
been downgraded to 'BBB' from 'A-'. 

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

KEY RATING DRIVERS 
The downgrade and Negative Outlook reflect the 
following key rating drivers: 
Oman's budget deficit will remain one of the 
largest among Fitch-rated sovereigns at an 

expected 12.8% of GDP in 2017. Although a 
recovery in oil prices has helped reduce the 

deficit from 21.4% of GDP in 2016, Fitch expects 
spending will again be higher than budgeted and 
will only show a low-single-digit decline. 

According to preliminary 10M17 outturns the 
deficit was already higher than budgeted for the 
full year, despite oil prices averaging higher than 
the government's assumption of USD45 a barrel 

(bbl). Fitch estimates Oman's fiscal break-even 
Brent oil price at around USD83/bbl in 2017. 
Fitch expects the budget deficit to narrow 
only gradually, to 10.2% of GDP by 2019, 
under a baseline Brent price assumption of 
USD52.5/bbl in 2018 and USD55/bbl in 2019. 
Fitch forecasts broadly flat government 
expenditure in 2018-2019, after a 15% decline 

in 2015-2017. Fiscal consolidation efforts will 
remain constrained by the government's desire 
to safeguard social stability. Modest reductions 

in defense and capital spending, enabled by the 
completion of long-running projects, will be 
largely offset by higher outlays on hydrocarbon 
projects (associated with future production 

increases) and a rising interest bill (as a result of 

higher debt levels).The government projects the 

deficit to fall to 8.3% by 2019, on the back of 

3% higher revenue and 4% lower spending than 
in Fitch's forecasts. 
Oman's sovereign balance sheet strengths are 
dwindling. Fitch forecasts government debt 

will hit nearly 55% of GDP by end-2019, from 
41% of GDP at end-2017 and just 13% of GDP 

at end-2015. Sovereign net foreign assets 

(SNFA) will deteriorate to -4% of GDP by end-
2019, from 16% of GDP at end-2017 and a peak 
of 58% of GDP at end-2015. Both indicators will 
become worse than the medians for 'BBB' 
category sovereigns. This reflects government 
external borrowing and the use of the State 

General Reserve Fund (SGRF) for financing. 
Under conservative return assumptions, Fitch 

projects the foreign assets of the SGRF to 
decline to USD16.1 billion (20% of GDP) by 
2019 from USD18.1 billion in 3Q17, excluding 
assets held at the Central Bank of Oman (CBO) 
and local commercial banks. Continued strong 

asset market returns could offset projected 
draw-downs, as has been the case in 2017 YTD. 
Conversely, a correction in global asset markets 
would reduce the government's fiscal cushion. 
The country's broader external position is also 
deteriorating. Double-digit current account 
deficits and the draw-down of non-resident 

deposits at the CBO will continue to erode gross 
foreign-exchange reserves, which are separate 
from SGRF assets but are included in SNFA. 

Fitch forecasts that CBO reserves will fall to 
USD13.4 billion (3.4 months of current external 
payments) at end-2019, from USD16.9 billion 

(4.3 months) at end-2017. Fitch projects 
Oman's net external debt to rise to 40% of 
GDP by end-2019, from 19% of GDP at end-
2017. 

The downgrade of Oman's Country Ceiling to 
'BBB' reflects the downgrade of Oman's Long-
Term Foreign-Currency IDR and the reduction of 
the rating uplift provided in Fitch's Country 

Ceiling Model as a result of Oman's worsening 
external balance sheet. 
Oman's 'BBB-' rating also reflects the following 
key rating drivers: 

Fitch expects the government's overall balance 
sheet to remain stronger than peers' in 2018-
2019. The government's net asset position will 

remain positive, supported by its deposits in 
domestic banks and by the local investments of 
its wealth funds. However, potential contingent 
liabilities are increasing, as the government has 
been encouraging SOEs to rely less on 
government equity funding. Fitch expects SOE 
debt to reach 21% of GDP in 2017, from 18% of 

GDP in 2016. 
Oman is able to fund its fiscal and external 
deficits from a diverse range of sources. This 
year, the government of Oman has borrowed 

just over USD11 billion (15% of GDP) externally 
through a mix of conventional bonds, sukuk, 

syndicated loans and export credits. It has also 
refinanced maturing domestic debt to the value 
of around USD1.2 billion, increased the stock of 
domestic short-term debt to about USD1 billion 
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and budgeted a USD1.3 billion draw-down from 

the SGRF. The total of about USD14.5 billion 

(20% of GDP) is more than our estimate of 
Oman's deficit and maturities of USD13 billion in 
2017 (18% of GDP). 
Deficit reduction will be helped by measures to 
boost non-hydrocarbon revenue, from a low 
base. Fitch expects non-hydrocarbon revenue to 

grow by 5% in 2017 and 10% in 2018, 
supported by increases in various government 
fees and levies, the introduction of excise tax 
and an earlier corporate income tax increase. 
Although VAT implementation is behind 
schedule, Fitch expects it to take place at the 

end of 2018, which will raise non-oil revenue by 
a further 14% in 2019. Combined, these 
measures will boost non-oil revenue by about 

1% of GDP. 
Fitch forecasts real GDP growth of 0.4% in 
2017, held down by a reduction in oil output 
in line with Oman's voluntary commitment to 

OPEC. Government spending restraint has 

dented economic sentiment, but 1H17 data 
points to continued expansion in the non-oil 
economy. Fitch forecasts a pick-up in growth, to 
2.4% in 2018 (led by an expansion of LNG 
output related to gas production at the Khazzan 
field) and 2.2% in 2019. Further oil and gas 
expansion, investments in the country's capital 

stock, such as ports and roads, and continued 
population growth support Oman's long-term 
growth potential. 
The economy and government budget 
revenues are still not diversified, despite 
some efforts underway to address this. 
Hydrocarbon production accounts for more than 
30% of GDP, more than 50% of goods exports 

and nearly 70% of government revenues. This 
has resulted in very high volatility of 
revenues/GDP. 
Oman scores in line with the 'BBB' median on 
World Bank governance indicators, while GDP 
per capita is well above the median. Fitch views 
the banking system as relatively strong with a 

Viability Rating of 'bbb'. The employment rate of 
young Omanis is low, creating economic and 
social pressure. The domestic political scene 

remains stable, but uncertainty continues to 
surround the eventual succession to 77-year old 
Sultan Qaboos, who has not publicly designated 

a successor. The constitution stipulates that the 
ruling family must choose a new Sultan within 
three days of the post becoming vacant; 
otherwise a letter containing the sultan's 
recommendation is opened. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Oman a score 
equivalent to a rating of 'BBB-' on the Long-
Term Foreign-Currency IDR scale. 
Fitch's sovereign rating committee did not adjust 

the output from the SRM to arrive at the final 
Long-Term Foreign-Currency IDR 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 

score equivalent to a Long-Term Foreign-

Currency IDR. Fitch's QO is a forward-looking 

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

The main factors that could lead to a downgrade 
are: 
•Failure to narrow the budget deficit sufficiently 
to slow the increase in government debt/GDP or 
slow the drawdown in assets, for example as a 
result of a failure to implement fiscal 

consolidation measures or due to a renewed fall 
in oil prices. 
•Failure to narrow the current account deficit 

and stabilise net external debt/GDP. 
The main factors that could lead to a revision of 
the Outlook to Stable are: 
•Narrowing of the budget deficit allowing 

stabilisation of the government debt/GDP, either 
through active fiscal measures or a sustained 
increase in oil prices. 
•Narrowing of the current account deficit and 
stabilisation of net external debt/GDP. 
KEY ASSUMPTIONS 
Fitch assumes that Brent crude will average 

USD55/bbl in 2017, USD52.5/bbl in 2018 and 
USD55/bbl in 2019. 
Fitch assumes that an eventual transition of 
power from Sultan Qaboos will be smooth and 

ensure broad policy continuity. 
Fitch assumes no change to the peg of the 

Omani rial to the US dollar. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR downgraded to 
'BBB-' from 'BBB'; Outlook Negative 
Long-Term Local-Currency IDR downgraded to 
'BBB-' from 'BBB'; Outlook Negative 
Short-Term Foreign-Currency IDR downgraded 

to 'F3' from 'F2' 
Short-Term Local-Currency IDR downgraded to 
'F3' from 'F2' 
Country Ceiling downgraded to 'BBB' from 'A-' 
Issue ratings on long-term foreign-currency 

senior unsecured bonds downgraded to 'BBB-' 
from 'BBB' 

Issue ratings on the sukuk trust certificates of 
Oman Sovereign Sukuk S.A.O.C. downgraded to 
'BBB-' from 'BBB'. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Oman trades lower as Fitch cuts  

12-Dec-2017  
LONDON, Dec 12 (IFR) - Oman's bonds have 

dropped after a downgrade from Fitch on 
Monday night that has taken the sovereign 
close to high-yield territory. 

http://www.fitchratings.com/
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Oman's 2027s are off around 0.33pt at 101.189, 

according to Tradeweb, and its 2047s are down 

0.25pt at 99.581, after Fitch downgraded Oman 
to BBB- from BBB. The outlook is negative. 
The ratings agency expects Oman's budget 
deficit to remain one of the biggest among 
Fitch-rated sovereigns at an expected 12.8 

percent of GDP in 2017. Fitch estimates Oman's 
fiscal breakeven Brent oil price at around $83, 

well above the current level at around $65, 
according to Thomson Reuters data. 
Trieu Pham, analyst at MUFG, expects follow 
through rating actions on Omani government-
related entities, banks and corporates. 
"We highlight that Oman and Omani GREs are 
the only GCC credits eligible for EMBI inclusion 

and think that further downgrade risk notably at 

Moody's (Baa2) and Fitch (BBB-) could result in 
forced selling," said Pham. 
Oman is rated BB by S&P. 
The sovereign has issued in conventional and 
sukuk format this year. It drew $16.7 billion of 

demand for its $5 billion offering of five, 10 and 
30-year paper in March, and almost $7 billion of 
orders for a seven-year sukuk transaction in 
May. 
 
(Reporting by Robert Hogg) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

Pakistan 

IMF says devaluation of Pakistani 

rupee helpful for economic growth  

14-Dec-2017  
By Asif Shahzad 
ISLAMABAD, Dec 14 (Reuters) - The 

International Monetary Fund on Thursday 
welcomed Pakistan's recent devaluation of its 
currency, calling it important for economic 
growth. 

"Continued exchange rate flexibility will be 

important to facilitate external adjustments to 

support exports and economic growth," Harald 
Finger, who led an IMF staff mission's visit to 
Islamabad, said in a media briefing at the end of 
his visit.  
The rupee started weakening after the central 
bank withdrew its support for the currency last 

Friday. Since then, the rupee has fallen as low 
as 110 per dollar after opening at 105.55 on 
Friday. It has mostly traded at 104 to 105 per 
dollar since December 2015. 
The State Bank of Pakistan's withdrawal of 
support was considered a devaluation 
measure because it is the biggest player in 
Pakistan's thinly traded foreign exchange 
market and controls what is widely 

considered a managed float system. 

Finger said allowing the currency to slide was a 
"good starting point" towards achieving growth 
this year. The IMF anticipates growth of 5.6 
percent of GDP, he said. 

A statement from the mission issued later said 

Pakistan's growth momentum has continued to 

be favourable, supported by improved conditions 
for security, energy supply, infrastructure 
investment and agriculture. It said continued 
exchange rate flexibility would be important in 
the period ahead.  
The State Bank of Pakistan has said a weaker 

rupee would help the economy grow and ease 
balance of payments pressures. 

That pressure is largely caused by imports of 
machinery and other Chinese goods connected 
with a $57 billion infrastructure investment by 
China, part of its planned Belt and Road trade 
route stretching to Asia, Europe and beyond. 
Last month, Pakistan raised $2.5 billion from 

the sale of two U.S. dollar-denominated sukuk 
and Eurobond issues in New York, the largest 
foreign bond sales in its history. 

With foreign reserves dwindling, some analysts 
say Pakistan may need an International 
Monetary Fund bailout to avert a balance of 
payments crisis similar to one it suffered in 
2013, when it sought IMF help. 

However, the government say it will be able to 
manage its balance of payments. 
"We will take all possible measures to makes 
sure that we will not need any IMF bailout," a 
finance ministry spokesman said on Thursday 
night. 
 
(Writing by Asif Shahzad; Editing by Peter Graff, Larry 
King) 
(( asif.shahzad@thomsonreuters.com ; 
+923018463683; )) 
 
 

Philippines 

Fitch Upgrades Philippines to 'BBB'; 

Outlook Stable  

10-Dec-2017  
HONG KONG, December 10 (Fitch) Fitch Ratings 

has upgraded the Philippines' Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
to 'BBB' from 'BBB-'. The Outlook is Stable. 

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

rating action commentary. 
KEY RATING DRIVERS 
The upgrade of the IDRs reflects the following 
key rating drivers: 
Strong and consistent macroeconomic 
performance has continued, underpinned by 

sound policies that are supporting high and 
sustainable growth rates. Investor sentiment has 
also remained strong, which is evident from solid 
domestic demand and inflows of foreign direct 
investment. As such, there is no evidence so far 
that incidents of violence associated with the 
administration's campaign against the illegal 

drug trade have undermined investor 

confidence. Over the medium term we expect 
higher infrastructure spending under the 
government's public investment programme to 
support continued robust growth. Fitch forecasts 
real GDP growth of 6.8% in 2018 and 2019, 
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which would maintain the Philippines' place 

among the fastest-growing economies in the 

Asia-Pacific region. 
The Philippines has also maintained fiscal 
policies geared towards a sustained decline in 
the gross general government debt (GGGD) 
ratio. GGGD is projected by Fitch to decline to 
around 34% of GDP at end-2017, below the 

'BBB' median of 41.1% of GDP. The recent 
appointment of a new central bank governor 

from within the Bangko Sentral ng Pilipinas 
(BSP) has provided continuity and supports 
monetary policy credibility. We expect inflation 
to remain within the BSP's target range of 2%-
4%. A continuation of exchange rate flexibility 
should help preserve the recent build-up of 
foreign exchange reserves. 
Fitch expects the Philippines' fiscal profile to 
improve as a result of the government's tax 

reform initiative. The House of Representatives 
and Senate have passed their respective 
versions of the first component of a five-part 
comprehensive tax reform programme, which 
may be signed into law before the year's end. 

We estimate the bill to be net revenue positive, 
reflecting an expansion of the VAT base and 
higher taxes on petroleum products, 
automobiles and on sugar sweetened beverages, 
which would more than offset a lowering of 
personal income taxes. Passage of the first part 
of the tax package would bode well for progress 

on the rest of the package over the next couple 

of years. The government previously estimated 
that a full set of tax reform packages would 
boost revenue by 2% of GDP by 2019, with 
administrative measures to add another 1% of 
GDP over this period. 
Low government revenues has been a long-
standing weakness in the Philippines' fiscal 

profile. Fitch estimates that general government 
revenues were around 18.5% of GDP at end-
2017, compared with 28.8% for the 'BBB' 
median. We assume that passage of the first 
part of the tax package would add between 
0.5%-0.8% of GDP to central government 

revenues in 2018. The tax reforms would 
support the government's ambitious public 

investment programme, and keep the central 
government deficit within the ceiling of 3% of 
GDP in 2018 and 2019. 
The 'BBB' IDR also reflects the following key 
rating drivers: 
The Philippines' current account is expected 
to shift into a deficit in 2017, for the second 
consecutive year, and we expect this trend to 

continue in 2018 and 2019. However, Fitch 
expects the deficits to be manageable at less 
than -0.5% of GDP. Strong imports of capital 
goods, associated with the government's public 
infrastructure programme, are likely to remain a 

key driver of the deficit, although these will be 
partly offset by strong remittance inflows and 

business process outsourcing (BPO) receipts. 
Further, foreign direct investment (FDI) inflows 
will continue to fully cover the current account 
deficit, limiting the increase in external 

indebtedness. The Philippines will continue to be 

a strong net external creditor in 2018 and 2019. 

At end-2017, its net external creditor position is 

projected at -14.2% of GDP, compared with 
'BBB' median of -0.8% of GDP. 
Strong growth momentum remains supported by 
domestic demand and, more recently, by higher 
investment spending. On the supply side, 
manufacturing capacity and output has 

increased, while services have continued to grow 
at a strong pace. Growth in the services sector 
continues to benefit from an expanding BPO 
sector. The local industry association expects 
BPO sector revenues to grow by around 7% in 
2017 and by around 60% from that level by 

2022. However, continued strong growth raises 
the risk of the economy overheating. Leverage 
has risen and the trade deficit has widened. 

Nominal loan growth is estimated to be strong at 
around 20% in 2017. 
The Philippines' capital markets are less 
vulnerable to external shocks than that of 
some of its peers in the region, given the 

limited foreign investor participation in the 
local securities market, and narrow current 

account deficit. Moreover, the willingness of the 
BSP to allow the exchange rate to depreciate 
during 2016 and 2017, when the peso was 
under pressure partly due to portfolio outflows, 
has helped to preserve its foreign-exchange 
reserves. As a result, FX reserves should 

continue to cover close to eight months of 
current external payments at end-2017. 

Some of the Philippines' structural indicators 
continue to lag peers. Despite consistently 
strong growth and a gradual decline in 
unemployment rates, per capita income levels 
remain below the 'BBB' threshold. Fitch projects 

GDP per capita at USD3,018 at end-2017 
compared with the 'BBB' median of USD11,173. 
The Philippines' ranking on the World Bank's 
Governance Indicators is also below the 'BBB' 
median. In the latest World Bank's Ease of Doing 
Business Index ranking, the Philippines fell 14 

notches to the 41st percentile compared with 
the 73rd percentile of the 'BBB' median. 
Banking sector liquidity, capitalisation levels and 
asset quality ratios remain healthy. Loan growth 

in 2018 is likely to remain in the mid to high 
teens on the back of robust economic activity. 
We expect lending to be broad-based, led by 

infrastructure construction, productive capacity 
including property, and households. Continued 
strong credit growth raises the risk of credit 
misallocation and asset bubbles, but we believe 
that the authorities are aware of such risks and 
prepared to act to curb excessive risk-taking. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Philippines a 
score equivalent to a rating of 'BBB-' 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: 
•Macro: +1 notch for sound policy framework, 
which supports macro stability and higher 
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medium-term growth potential. 

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 Stable Outlook reflects Fitch's assessment 

that upside and downside risks to the rating are 
balanced. 
The main factors that, individually or 

collectively, could trigger positive rating action 
are: 
•Continued strong growth, without the 
emergence of imbalances and maintenance of 

external buffers, which narrows income and 
development differentials with 'BBB' range peers 
•Strengthening of governance standards and 
implementation of reforms that improve 
structural indicators 
•Sustained broadening of the government's 
revenue base that maintains fiscal stability 

The main factors that, individually or 
collectively, could trigger negative rating action 
are: 
•Reversal of reforms or a departure from the 

existing policy framework that leads to macro 
instability 

•Deterioration in external balances and flows 
that reduces the resilience of the economy to 
shocks. 
•Instability in the financial system, possibly 
triggered by a sustained period of excessive 
credit growth. 
KEY ASSUMPTIONS 

•Global economic assumptions are consistent 
with Fitch's latest Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR upgraded to 
'BBB' from 'BBB-'; Outlook Stable 

Long-Term Local-Currency IDR upgraded to 
'BBB' from 'BBB-'; Outlook Stable 

Short-Term Foreign-Currency IDR upgraded to 
'F2' from 'F3' 
Short-Term Local-Currency IDR upgraded to 'F2' 
from 'F3' 
Country Ceiling upgraded to 'BBB+' from 'BBB' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds upgraded to 'BBB' from 
'BBB-' 
Issue ratings on long-term senior unsecured 
local-currency bonds upgraded to 'BBB' from 
'BBB-' 
Issue ratings on short-term senior unsecured 
local-currency bonds upgraded to 'F2' from 'F3' 

 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

 

Philippines rejects all bids for T-bills 

amid weak demand  

11-Dec-2017  
MANILA, Dec 11 (Reuters) - The Philippines' 

Bureau of the Treasury rejected all bids for T-
bills at an auction on Monday amid weak 
demand. 

Tenders totalled 7.576 billion pesos ($150.6 
million) against the government's offer of 20 
billion pesos worth of 91-day, 182-day and 364-
day T-bills, the bureau said. 
It also rejected all bids at the Nov. 27 T-bill 

auction, while raising 255.4 billion pesos from its 
latest retail treasury bond offering.  
 
($1 = 50.3000 Philippine pesos) 
(Reporting by Enrico dela Cruz; Editing by Sunil Nair) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
 
 

Qatar 

Qatar 2018 budget sees modest rise in 

spending, marginally smaller deficit  

12-Dec-2017  
DUBAI, Dec 12 (Reuters) - Qatar's 2018 state 

budget plan, released by the finance ministry 
on Tuesday, projects slightly higher spending 
and a marginally smaller deficit than this 
year's plan. 

Spending is expected to total 203.2 billion riyals 
($56 billion), up 2.4 percent from the budget 
plan for 2017, with revenue climbing 2.9 percent 
to 175.1 billion riyals. 
That would leave a deficit of 28.1 billion riyals 
next year, down 1.1 percent from this year. 
The ministry said next year's shortfall would 
be financed through debt issues. 

The budgets for both 2017 and 2018 assume an 
average oil price of $45 per barrel. Brent oil is 
now around $65 compared with this year's 
average of about $54, so if current prices hold 

next year, Qatar's deficit could be smaller than 

projected. 
The rise in next year's spending will mainly be 
due to the launch of new public facilities such as 
schools and hospitals, the ministry said, adding 
that the government would also focus on 
completing infrastructure for the 2022 soccer 

World Cup. 
The government expects to award 29 billion 
riyals of contracts to support growth in the 
private sector next year, part of a drive to 
diversify and strengthen the economy as it faces 
a boycott by four other Arab states. 
Saudi Arabia, the United Arab Emirates, Bahrain 

and Egypt cut diplomatic and trade ties with 

Qatar in June, accusing it of supporting 
terrorism, but the ministry's statement said the 
outlook for the economy remained extremely 
positive. 
The projected rise in next year's revenue is due 

http://www.fitchratings.com/
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to an expected increase in non-oil revenue, the 

ministry said without elaborating. 

Before the boycott was imposed, the 
government said it would introduce a 5 percent 
value-added tax in 2018. But authorities have 
not yet announced the completion of 
preparations for the tax or confirmed that it will 
go ahead despite the boycott. 

 
(Reporting by Andrew Torchia; Editing by Peter Graff 
and Hugh Lawson) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Sri Lanka 

Sri Lanka approves 2018 budget, aims 

for more investment  

09-Dec-2017  
COLOMBO, Dec 9 (Reuters) - Sri Lanka's 

coalition government on Saturday won the 
final vote on its 2018 budget which aims to 

boost investments and small businesses and 
cut the fiscal deficit to 4.8 percent of GDP 
from this year's 5.2 percent. 

The budget was passed with 155 in favour, 56 
against in the 225-member parliament. 
The government aims to boost its 2018 tax 
revenue by 16.3 percent to 2.03 trillion rupees 

($13.3 billion) year on year, to meet a 

commitment given to the International Monetary 
Fund in return for a $1.5 billion three-year loan. 
"The budget focuses on liberalization to unlock 
the barriers to greater investment, trade, and 
start-up enterprises," Finance Minister Mangala 
Samaraweera told the parliament before the 
final vote. 

With an eye on local elections next year, the 
budget has sought to empower younger voters 
and boost growth for the island's $81 billion 
economy. Growth is expected to pick up pace to 
5 percent next year compared with this year's 
4.5 percent. 

Since coming to power in 2015, the coalition 

government of President Maithripala Sirisena's 
centre-left party and Prime Minister Ranil 
Wickremesinghe's centre-right party has boosted 
revenue and tried to rein in the fiscal deficit, in 
line with the IMF targets. 
Sri Lanka faced a debt and balance-of-
payments crisis early last year before the IMF 

came to its rescue with the loan.  
The economy will face its highest debt 
repayment in the next two years and the 
government is in the process enacting 
legislation to borrow more than the annual 
budget limit to prevent a possible sovereign 
debt crisis. 

Some opposition members backing defeated 

former leader Mahinda Rajapaksa, now a 
parliament member on the opposition benches, 

voted against the budget. 
The government's medium-term economic 
strategy foresees cutting the deficit to 3.5 

percent of GDP by 2020 while increasing direct 

taxes. 

The International Monetary Fund on Thursday 
urged Sri Lanka to maintain a tightening bias on 
monetary policy until clear signs emerge that 
inflationary pressures and credit growth are 
moderating. 
 
($1 = 153.1000 Sri Lankan rupees) 
(Reporting by Shihar Aneez; Editing by Elaine 
Hardcastle) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez)) 
 
 

Taiwan 

Taiwan sees 2018 gov't bond issuance 

at T$400-$500 bln  

11-Dec-2017  
TAIPEI, Dec 11 (Reuters) - Taiwan's finance 

ministry forecasts it will issue T$400 billion to 
T$500 billion ($13.3-$16.7 billion) of 
government bonds next year, according to 

sources familiar with the matter.  

Sources said the finance ministry shared the 
estimate with main bond trading companies in a 
meeting on Monday where it offered guidance 
for next year.  

 
($1 = 29.9960 Taiwan dollars) 
(Reporting by Emily Chan; Editing by Kim Coghill) 
(( JessicaMacy.Yu@thomsonreuters.com ; +886 2 
2500-4882; )) 
 
 

Thailand 

S&P Says Ratings On Thailand Affirmed 

At 'BBB+/A-2' And 'A-/A-2; Outlook 

Stable  

15-Dec-2017  
Dec 15 (Reuters) - S&P: 
Ratings on Thailand affirmed at 'BBB+/A-2' 
and 'A-/A-2'; outlook stable. 

S&P says stable outlook reflects assessment that 

Thailand's strong credit metrics will offset 
ongoing political uncertainties over next two 
years. 
S&P says project Thailand's real GDP growth to 
remain at modest 3.6 percent annually over 
2017-2020. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

United Arab Emirates 

UAE economy to recover next year, 

little impact from VAT  

11-Dec-2017  
•Non-oil sector growth to rise gradually 

https://twitter.com/shiharaneez)
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through 2020 
•Dubai spending on Expo 2020 to buoy 

growth 
•IMF expects smooth operation of VAT system 
•2018 consolidated fiscal deficit to nearly 
halve as ratio of GDP 
•Dubai property slump not fundamental 
threat to economy 

By Andrew Torchia 
DUBAI, Dec 11 (Reuters) - UAE non-oil sector 

growth to rise from 1.9 pct this year to 2.8 pct 
in 2018 and 3.3-3.5 pct in 2020 –IMF. 

Dubai real estate market softness natural 
given supply and demand, not big threat to 
economy –IMF. 

The United Arab Emirates economy is expected 
to recover gradually next year without suffering 
a significant blow to growth from the 

introduction of a 5 percent value-added tax in 
January, a senior International Monetary Fund 

official said. 
Natalia Tamirisa, IMF mission chief to the Ara b 
world's second biggest economy, said Dubai's 
spending on preparations to host the Expo 2020 
world's fair would help to boost growth. 
On Sunday, Dubai announced a 19.5 percent 
leap of spending in its 2018 state budget, largely 

because of higher allocations for infrastructure. 
―We see a gradual recovery for the UAE over the 
next few years on the back of firming oil prices, 
a pick-up in global trade, investment for Expo 
2020 and easing fiscal consolidation,‖ Tamirisa 

said in a telephone interview on Monday. 

Non-oil sector growth is projected to rise from 
1.9 percent this year to 2.8 percent next year, 
and to continue climbing to between 3.3 and 3.5 
percent in 2020, she said. 
The introduction of VAT next month will be a big 
change for consumers and companies, which 
have long been accustomed to minimal taxation 

in the Gulf.  
Analysts believe some consumers may rush to 
make purchases this month to beat the tax, 
potentially setting the economy up for weakness 
early next year when the spending fades.  
But Tamirisa said the effect was not likely to be 
large enough to hurt the economic recovery, and 

that the government looked set to manage the 
launch of the tax without disrupting business. 
"After the initial adjustment we're expecting 
smooth operation of the system. The 
preparations by the government have been quite 
extensive." 

The IMF's forecasts assume oil will average over 
$62 a barrel next year, based on futures prices, 
compared to an average of about $54 this year. 
This should help strengthen the UAE's finances 
in 2018 despite looser budgets, Tamirisa said. 
The IMF expects the UAE’s consolidated fiscal 
deficit, including the federal government and 
all seven emirates, to shrink to 1.3 percent of 

gross domestic product next year and 
gradually disappear in subsequent years, from 
2.2 percent this year and 2.5 percent in 2016. 

Dubai's real estate market has been slumping 
for over two years, but Tamirisa described the 
slump as natural given an ample supply of new 

housing and an economic slowdown, and said it 

was not a fundamental threat to the economy. 

"Oil prices still play an important role in the 
economy so it's normal that they're still working 
their way through the market," she said, adding 
that the market still looked likely to recover 
after a period of consolidation.  
Banks are much more resilient than they were 

during the UAE's property market crash nearly a 
decade ago, and the fact that rents and real 
estate investment are not subject to VAT should 
help the market gain strength in the long term, 
she said. 
 
(Reporting by Andrew Torchia, Editing by William 
Maclean) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 

EUROPE 

 

Bosnia 

Bosnia passes delayed law to unlock 

$1.1 billion of IMF, EU funds  

15-Dec-2017  

SARAJEVO, Dec 14 (Reuters) - Bosnia's 

national parliament passed a long-delayed 
law on Friday that should unlock about 1 
billion euros ($1.18 billion) of funding from 
the International Monetary Fund, the 
European Union and other international 
lenders. 

The law raising road-toll fees and excise taxes 
on bio-fuel was passed by 22 votes to 20 by the 

42-seat parliament. 
Opposition parties voted against, saying it 
would raise other costs for citizens. They had 
blocked a previous draft law last year that 
would have increased excise taxes on fuel to 
pay for road-building, demanding more 
transparency in the allocation of monies 
raised so that the government could not 
channel them into general budget spending.  

Addressing the opposition concerns, the 

government made changes to the legislation 
lifting road-toll fees and excise taxes just on bio-
fuel and bio-liquid, and clarifying that proceeds 
will be used exclusively for road construction.  
EU Enlargement Commissioner Johannes Hahn 
praised the adoption of the law in a tweet as a 
"critical step to secure infrastructure investment 

and international aid".  
"I applaud those who voted in favour. They have 
shown courage and commitment to move their 
country forward on the EU path," he wrote. 
The failure to pass the law, which was among 
key conditions set for Bosnia by the IMF under a 
553 million-euro aid deal approved last year, 

had prompted the Washington-based lender to 
freeze further loan disbursements. The IMF sees 
the law as a pre-condition for the launch of 
large-scale infrastructure projects that would 
boost growth and create new jobs in the 
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impoverished Balkan country.  

Its programme is part of a wider reform package 

devised by the European Union to guide Bosnia 
towards faster integration with the bloc.  
The passage of the law will unblock 220 million 
euros approved by the European Bank for 
Reconstruction and Development (EBRD) for 
infrastructure projects in Bosnia plus another 

250 million euros of loans from the same lender.  
The EBRD considers proceeds from increased 
road tolls as a safeguard for repayment of the 
debts. The European Commission has also made 
its 250 million euros of loans for infrastructure in 
Bosnia conditional on the passage of the law. 

 
($1 = 0.8477 euros) 
(Reporting by Daria Sito-Sucic; Editing by Catherine 
Evans) 
(( daria.sito-sucic@thomsonreuters.com ; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net )) 
 
 

Bulgaria 

Reforms in education, judiciary key for 

Bulgaria to bridge income gap 

14-Dec-2017  
SOFIA, Dec 14 (Reuters) - Bulgaria needs to 

focus on education and training and overhaul 
its judiciary to narrow the gap with wealthier 
Western European nations, the International 

Monetary Fund (IMF) said on Thursday. 

The small and open economy grew by 3.9 
percent last year and the IMF sees it expanding 
by 3.8 percent in 2017 and 2018, said Jorg 
Decressin, deputy director of the IMF's European 
Department and head of the IMF mission to 
Bulgaria. 

"The economy is performing well... The current 
account is in a large surplus, helped by a 
competitive external sector and external debt 
has been brought down sharply. Fiscal policy has 
been conservative," Decressin told a news 
conference. 
"All this is good news. However, there is still a 

long way to go in terms of income catch up with 
EU levels," he said. 
Bulgaria, which joined the European Union in 
2007, is pushing for an entry into the ERM-2 
mechanism, the two-year obligatory precursor 
to the euro zone and has been backed by 
European Commission President Jean-Claude 
Juncker.  

Sofia, which pegs its lev currency to the euro, 

meets the formal criteria to adopt the single 
currency, but diplomats and bankers say low 
incomes and rampant corruption are the main 
obstacles to it entering the euro zone.  
When calculated at power purchasing parity, 
Bulgarian GDP per capita stands at 49 percent of 

the EU's average and is the lowest in the bloc.  

The IMF backs the government's plan to raise 
teachers' pay and focus on education, Decressin 
said, adding that investing in human capital, 
fighting corruption and streamlining the judiciary 

were critical to catching up with richer EU peers.  

Decressin said these reforms, along with 

improvements of ailing healthcare, better 
management of state-owned companies would 
also help Bulgaria be a successful member of the 
euro area. 
"Bulgaria is contemplating to join the ERM-2 and 
the idea is to make good on the country's 

commitment, which is to join the euro area," he 
said. "Many of the reforms that we are proposing 
should be helpful in ensuring Bulgaria's 
successful participation in the euro."  
 
(Reporting by Tsvetelia Tsolova, Editing by William 
Maclean) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
 
 

Estonia 

Estonia passes 2018 state budget with 

record spending, small deficit  

13-Dec-2017  
•Estonian state budget spending to top 10 
billion euros 
•Defence spending at record 528 million 
euros 
•Structural deficit to touch 0.25 percent of 
expected GDP 

TALLINN, Dec 13 (Reuters) - Estonia's 

parliament passed a record 10.6 billion euro 

state budget for 2018 on Wednesday 
including income tax breaks and 
infrastructure investment that has drawn 
warnings from the central bank. 

Budget expenditure will increase by 9.5 percent 
in 2018 while revenue is forecast to increase to 
10.3 billion euros ($12.1 billion) after an 8.5 
percent rise to see the structural, government 

sector deficit touch 0.25 percent of expected 
GDP in 2018. 
Central bank governor Ardo Hansson warned in 
September that Estonia's economy is growing 
well with GDP expanding 5.7 percent year-on-
year in the second quarter and 4.2 percent in 

the third and does not need additional stimulus 

from the state on top of EU structural funds.  
Lawmakers set 2018's defence spending at 2.11 
percent of expected GDP at a record high of 528 
million euros. The amount includes extra 
spending for hosting NATO troops on rotation in 
Estonia since tensions rose over Russia's actions 
in Ukraine in 2014. 

The budget also lifts the income tax free 
minimum for those on low income salaries and 
also increases salaries for teachers and injects 
more funds into healthcare.  
Estonia, which joined the euro zone in 2011, 
is one of few member states forecast to keep 
within the euro zone's deficit and debt limits. 
The Baltic country has no Eurobonds and does 

not issue domestic debt, its total government 
sector debt is expected to be just 8.6 percent 
of GDP in 2018. 
 
($1 = 0.8511 euros) 
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(Reporting by David Mardiste; Editing by Hugh 
Lawson) 
(( david.mardiste@thomsonreuters.com ; +372 
5290992; Reuters Messaging: 
david.mardiste.thomsonreuters.com@thomsonreuters.

net )) 
 
 

Latvia 

Latvia receives 102.1 million euro 

support for priority programmes  

15-Dec-2017  
On Thursday, December 14, the Minister of 
Finance Dana Reizniece-Ozola and the State 
Secretary of the Norwegian Ministry of 
Foreign Affairs Jens Frølich Holte signed the 
Memorandums of understanding on the 
Implementation of the European Economic 
Area (EEA) and Norwegian Financial 

Mechanism in 2014 - 2021. The memorandums 
provide to Latvia support in amount of 102.1 
million euro, which, for both mechanisms in 
total, is by 29.15 million euros or 40 per cent 
more than in the previous period.  
The Minister of Finance Dana Reizniece-Ozola 
points out: 'By signing the memorandum, we 

have started a new, inspiring stage, in which to 
continue the successful collaboration of the 
countries of the European Economic Area and 
Latvia. We can be proud of what we have 

achieved during the previous financial period, 
but in this period we plan even stronger support 
to those sectors, where we see the opportunity 

to make significant change in the lives of 
people.' 
In the new financial mechanisms period of 
Latvia, it is planned to support capacity 
building of the system of internal affairs, 
Latvian regional development and poverty 
reduction, environmental and climate change 
management, entrepreneurship and 
cooperation in the field of culture, as well as 

the capacity building of the correctional 

services. The new EEA and the Norway Grants 
period will provide for the allocation also to the 

NGO support, as well as strengthening bilateral 
cooperation and promoting decent work.  
In Latvia, during the new period, the support will 
be granted within the scope of the following 
programmes:  

· Research and Education (14.5 million euro);  
· Local Development, Poverty Reduction and 
Cultural Cooperation (10 million euro);  
· International Police Cooperation and 
Combating Crime (15 million euro);  
· Civil Society (8.5 million euro);  

· Business Development, Innovation and SMEs 
(12.5 million euro);  
· Climate Change Mitigation, Adaption Thereto 
and Environment (14 million euro);  

· Correctional Services (13 million euro);  
· Bilateral Cooperation Fund (2.442 million 
euro);  

· Social Dialogue - Decent Work (0.5 million 
euro).  

After the signing of the memorandums of 

understanding, the responsible ministries, in 

cooperation with the sectoral partners and the 
Donor State programme partners, during the 
period of 6 months must develop the 
programme conceptions - content documents, 
on the basis whereof the Donor States within the 
period of the next 6 months will develop the 

relevant programme agreement to be bilaterally 
signed between the representatives of Latvia 
and the Donor States, marking the formal 
launch of the programme implementation stage.  
For signing the Memorandums of understanding 
as a venue was selected Rainis and Aspazija 

House-Museum. It is a unique 19th century 
historical building monument in the centre of 
Riga. The two-storey house on the side of the 

street, the outbuilding, as well as a small 
backyard all together form a singular culturally 
historical ensemble. This is one of the unique 
cultural objects restored with the financial 

support from the EEA Grants and re-opened last 
year. 90 years later, the wish of Rainis and 
Aspazija regarding availability of the library and 
memorial premises to public has come true.  
Not only Rainis and Aspazija House-Museum in 
Riga, but also Rainis Museum 'Tadenava' and 
Rainis and Aspazija Summer House in Jūrmala 

were restored within the scope of the project. 
The EEA Grants contribution in the project 
comprised 2 177 989 euros, but the State 
budget co-financing - 384 351 euros.  

The EEA and Norwegian financial mechanisms 
allocation ensured by Iceland, Lichtenstein and 

Norway represents an additional foreign 
financing for the national state budget, aimed at 
reducing economic and social disparities in the 
beneficiary states, as well as strengthening 
bilateral relations with the Donor States.  
 
(C) Copyright 2017 - Ministry of Finance of the 
Republic of Latvia 
 
 

Macedonia 

Macedonia sells 325 mln denars (5.3 

mln euro) of govt paper  

13-Dec-2017  
SKOPJE (Macedonia), December 13 (SeeNews) - 
Macedonia's finance ministry has raised a 
total of 325 million denars ($6.2 million/5.3 
million euro) from the sale of two issues of 
government securities on Tuesday, the central 
bank, NBRM, said. 

Macedonia offered and sold 265 million denars of 

six-month Treasury bills and 60 million denars in 
three-year Treasury notes, NBRM said. 
NBRM sells government securities on behalf of 
the finance ministry through volume tenders, in 

which the price and coupon are fixed in advance 
and primary dealers only bid with amounts. 
 
(1 euro = 61.621 denars) 
Copyright 2017 SeeNews. All rights reserved 
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Romania 

Romania's finance ministry rejects all 

bids at debt tenders  

14-Dec-2017  
BUCHAREST, Dec 14 (Reuters) - Romania's 

finance ministry rejected all bids at tenders 
for one-year treasury bills and March 2022 
bonds on Thursday, central bank data 
showed.  
Debt managers had planned to sell an overall 
800 million lei ($204.14 million). They last sold 

one-year bills in August at an average yield of 
0.79 percent and March 2022 bonds in 
September at 2.71 percent.  

Since then, low market liquidity and a rise in 
interest rates have driven the finance ministry to 
reject all bids at several tenders in recent 
months. 

So far this year, Romania has sold just under 
40.0 billion lei and 340 million euros of domestic 
bills and bonds. It has tapped foreign markets 
for 2.75 billion euros of 2027 and 2035 
Eurobonds. 
 
($1 = 3.9189 lei) 

(Reporting by Luiza Ilie; Editing by Radu Marinas) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania's foreign debt rises to 94.3 

bln euro at end-Oct   

14-Dec-2017  

BUCHAREST (Romania), December 14 

(SeeNews) - Romania's foreign debt rose to 
94.301 billion euro ($111.5 billion) at the end 
of October from 92.91 billion euro at the end 
of 2016, the central bank, BNR, said on 
Thursday. 

The end-October figure includes 69.55 billion 
euro in long-term foreign debt, down 0.1% 
compared to the end of 2016, BNR said in a 

balance of payments report for October, citing 
provisional data. 
Short-term external debt at end-October 
amounted to 23.742 billion euro, or 26.2% of 
total external debt, up 6.3% against end-2016. 
Long-term external debt service ratio fell to 22% 

at the end of October  from 30% at end-2016. 
The ratio of BNR’s foreign exchange reserves to 
short-term external debt by remaining maturity 
was 88.5% at end-October against 90.5% at 
end-2016. 
The cover of imports of goods and services 
decreased to 5.6 months at end-October from 

6.3 months at end-2016. 
 
($=0.8457 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 

 

Russia 

Russian budget deficit almost doubles 

in a month  

12-Dec-2017  
MOSCOW, Dec 12 (Reuters) - Russia's budget 

deficit for the first 11 months of this year 
totalled 505.5 billion roubles ($8.53 billion), 
almost double what it was a month earlier, 
data on the finance ministry's website showed 
on Tuesday.  

The 10-month figure had been 261.4 billion 
roubles. 

Budget income for Jan.-Nov. totalled 13.41 
trillion roubles and spending 13.92 trillion 

roubles, the data showed. 
Legislation on Russia's budget deficit sets it at 
1.92 trillion roubles or at 2.1 percent of gross 
domestic product, but the finance ministry 

expects it to come in lower, at about 1.8 to 1.9 
percent of GDP.  
 
($1 = 59.2673 roubles) 
(Reporting by Darya Korsunskaya; Writing by Andrew 
Osborn; Editing by Larry King) 
(( andrew.osborn@thomsonreuters.com ; +7 495 
7751242; Reuters Messaging: 
andrew.osborn.thomsonreuters.com@thomsonreuters.
net )) 
 
 

Serbia 

Serbia's parliament adopts 2018 

budget, sets deficit at 0.6 pct  

14-Dec-2017  
BELGRADE, Dec 14 (Reuters) - Serbia will 

target a budget deficit of 28.4 billion Serbian 
dinars ($282.03 million) or 0.6 percent of 
economic output next year, according to the 
2018 budget plan which was passed by 
parliament on Thursday.  

The budget foresees economic growth of 3.5 
percent in 2018, in line with a forecast by the 

International Monetary Fund, whose 1.2 billion 

euro ($1.42 billion) loan deal with Belgrade 
expires in February. A successor arrangement 
has yet to be agreed. 
The finance ministry said the GDP estimate for 
2018 was based on an anticipated rise in 
aggregate demand as wages and pensions 
increase as well as a rise in investment from 
about 2.1 billion euros this year. 

The budget was supported in parliament by 147 

deputies of the ruling coalition led by President 
Aleksandar Vucic. Twelve voted against it, while 
the remainder of deputies in the 250-seat 
parliament did not vote.  
During the debate, opposition deputies said the 

budget plan was unsustainable and aimed to 
cement power of Vucic and his allies while failing 

to reform the bloated public sector.  
The Fiscal Council, which advises the 
government, warned last week that although the 
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budget should ensure a low and sustainable 

deficit, it did not end austerity measures such as 

pension cuts and a ban on hiring in the public 
sector. 
Belgrade imposed the austerity measures in 
2014 and 2015 as it sought to avert default and 
secure a loan deal with the IMF.  
"Such measures that were justified then and 

contributed significantly to averting the crisis are 
economically damaging and unjust in the long 
run," the council said in a statement. 
The budget sets spending at 1,207 billion dinars 
and foresees revenues of 1,178 billion dinars.  
It projects inflation next year of around 2.7 

percent, well inside central bank's target of 3 
percent, give or take 1.5 percentage points. 
The IMF expects the general government 
balance for this year to be around zero, 
compared with the original budget deficit 
target of 1.7 percent of GDP.  

Last month, James Roaf, the head of the IMF 
mission to Serbia, said the Fund's non-financing 
tool, the so-called Policy Coordination 

Instrument could be one option for Serbia once 
it concludes current arrangements with the 
lender.  
The PCI is tailored for countries seeking to 
demonstrate commitment to a reform agenda or 
to unlock and coordinate financing from other 
official creditors or private investors. 

 
($1 = 0.8460 euros) 
(Reporting by Aleksandar Vasovic; Editing by) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
 
 

Slovakia 

Slovak 2018 gross debt needs EUR 4.5 

bln, to open one or two new bond lines  

11-Dec-2017  
PRAGUE, Dec 11 (Reuters) - Slovakia's gross 

funding needs will reach 4.5 billion euros in 
2018 and the country may open one or two 

new bond lines via syndicated sale or auction, 
the debt agency ARDAL said on Monday. 

ARDAL said the new bonds would likely be 
opened in the spring and autumn and include a 
10-12 year bond and another in a short to 
middle tenor. It added the expected maximum 
amount to be sold via syndicated sale was 2 
billion euros. 

The Slovak government has set out plans to cut 
the budget deficit to 0.83 percent of gross 
domestic product next year from 1.63 percent 
expected in 2017. 
 
(Reporting by Jason Hovet) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
 

 

Slovak parliament approves 2018 

budget with 0.83 pct deficit  

13-Dec-2017  
BRATISLAVA, Dec 13 (Reuters) - Slovakia's 

parliament approved a 2018 budget on 
Wednesday that foresees a slower reduction 
in the fiscal deficit than initially planned due 
to higher spending on wages and benefits.  

The three-party ruling coalition, led by leftist 
SMER, plans to halve the deficit to 0.83 percent 
of gross domestic product next year, the lowest 
level ever but above an earlier 0.5 percent 
target. 
The plan to narrow the deficit from an 
expected 1.63 percent of GDP this year comes 
at a time of fast economic growth in the euro 
zone country and a fall in unemployment to 
new lows. 

The upwardly revised target for 2018 reflects a 
250 million euro ($293.58 million) benefit 
package that includes a 10 percent rise in the 
minimum wage, 6 percent wage hike for 

teachers, 4.8 percent hike for public sector 
workers, and benefits including a travel 
allowance for some commuters. 
The draft budget sees a public finance gap of 
1.97 billion euros ($2.31 billion) and aims to 
further slash the deficit to 0.1 percent in 2019 

and reach a balanced budget in 2020. 
"Slovakia's economy is among the more 
successful in Europe. Our deficit is falling, our 
public debt is falling. We are keeping our 
promises and we'll do everything to keep this 
one," Finance Minister Peter Kazimir told 
reporters after the vote. 

The plans are based on expected economic 
growth of 4.2 percent in 2018 -- double the EU 

and euro zone average. 
Slovakia is home to three automotive plants and 
a fourth one is expected to come online in 2018, 
helping growth and cementing the country's 
position as the world's biggest per-capita car 
maker.  
Slovakia, rated A+ by Standard & Poor's, has 
been one of the better budget performers in 

the euro zone and its public debt is expected 
to fall to 49.7 percent of GDP in 2018, from 
51.8 percent this year. The euro zone average 
was 89.2 percent in 2016. 

But an independent fiscal watchdog said last 
month the government will overshoot goals by 
0.6-0.8 percentage points each year and miss 
the balanced budget goal in 2020 unless it takes 

additional consolidation measures. 
The watchdog has also has criticised the 
government for delaying a balanced budget goal 
twice in two years.  
 
(Reporting by Tatiana Jancarikova; Editing by Jason 
Hovet and Catherine Evans) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
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Slovenia 

Slovenia's gross foreign debt drops 

slightly in Oct  

14-Dec-2017  
LJUBLJANA (Slovenia), December 14 (SeeNews) 
– Slovenia's gross foreign debt fell 0.1% 
month-on-month to 43.33 billion euro ($51.2 
billion) at the end of October, preliminary 
central bank data showed on Thursday. 

Net external debt declined to 9.31 billion euro at 
the end of October from 9.55 billion euro at the 

end of September, the data indicated. 
General government gross foreign debt dropped 
3.5% on the month, reaching 22.37 billion euro 

at end-October, while the debt of the central 
bank rose to 2.80 billion euro from 2.13 billion 
euro. 
The debt of deposit-taking corporations, 

excluding the central bank, decreased 1.3% 
month-on-month to 3.82 billion euro at end-
October, the debt of the non-financial sector 
rose 1.5% to 10.62 billion euro, and inter-
company lending contracted 0.2% to 3.72 billion 
euro. 
 
($=0.8447 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Turkey 

Turkish budget shows surplus of 8.5 

billion lira in November  

15-Dec-2017  
ANKARA, Dec 15 (Reuters) - The Turkish 

budget showed a surplus of 8.5 billion lira 
($2.20 billion)in November, Finance Minister 
Naci Agbal said on Friday, compared with a 
surplus of 10 billion lira in the same period a 

year earlier. 

Second half growth pushed tax revenues higher 
while budget spending was on a relative 

downward trend, Agbal said in a written 
statement. 
The November budget produced a primary 
surplus of 13.6 billion lira, down from a surplus 

of 13.9 billion lira the previous year, the 
statement said. 
 
($1 = 3.8640 liras) 
(Reporting by Orhan Coskun and Ece Toksabay; 
Writing by Ezgi Erkoyun; Editing by Daren Butler) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
 

 

Ukraine 

Ukraine expects two IMF aid tranches 

in 2018 -central bank official  

14-Dec-2017  
KIEV, Dec 14 (Reuters) - Ukraine expects to 

receive two tranches of aid from the 
International Monetary Fund next year worth 
a total of $3.5 billion, Deputy Central Bank 
Governor Oleh Churiy said at a news 
conference on Thursday.  

At the same event, the acting Central Bank 
Governor Yakiv Smoliy said the local hryvnia 

currency's fundamentals remain favourable 
despite seasonal fluctuations and inflation will 

continue to fall in 2018. 
 
(Reporting by Natalia Zinets; Writing by Matthias 
Williams; Editing by Matthew Mpoke Bigg) 
(( matthias.williams@thomsonreuters.com ;)) 

LATIN AMERICA AND 
CARIBBEAN 

 

Hurricane-hit Caribbean states target 

future safe from climate harm  

13-Dec-2017  

By Sophie Hares 
TEPIC, Mexico, Dec 13 (Thomson Reuters 
Foundation) - A group of Caribbean nations, 

many devastated by recent hurricanes, will 
work with companies, development banks and 
other organisations to curb damage from 
climate change and grow cleanly, under an 
action plan launched this week. 

The countries aim to restructure up to $1 billion 
in debt to free up cash for coastal defences, 
switch from costly imported fuels to cheaper 
green energy, and buffer their communities and 

economies against the effects of global warming, 
including rising sea levels and heavier storms 
and floods.  

Angus Friday, Grenada's ambassador to the 
United States, said the idea was to "inject a new 
DNA", breaking away from business-as-usual 

and bureaucratic measures so as to be able to 
act faster.  
"Given the next hurricane season is just seven 
months around the corner, it's really important 
we move with the speed of climate change now," 
he told the Thomson Reuters Foundation by 
phone.  

Hurricanes Maria and Irma left a trail of 
destruction as they crashed through the 
Caribbean earlier this year, and many low-lying 
nations fear their infrastructure and economies 

will be devastated by more powerful storms and 
encroaching seas. 
With many economies in the region plagued by 

high levels of debt, Caribbean nations have been 
pushing for rich countries to help bolster their 
defences and in turn, protect livelihoods. 
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Eleven nations, including Jamaica, Grenada, 

Dominica and the British Virgin Islands, signed 

up to the plan to create a "climate-smart zone", 
unveiled at the "One Planet" summit in Paris on 
Tuesday. 
The plan's backers include the World Bank, the 
Nature Conservancy, the Green Climate Fund, 
Microsoft co-founder Bill Gates and British 

businessman Richard Branson, whose Caribbean 
island Necker was hit by Hurricane Irma.  
Branson has pushed for a scheme to help 
vulnerable islands, centred on replacing 
outdated fossil-fuel power grids with renewable 
energy systems that can better withstand 

extreme weather and boost economic 
development. 
The Caribbean region needs $8 billion to roll out 

national plans to tackle climate change under 
the 2015 Paris Agreement.  
Around $1.3 billion has been pledged to help 
islands rebuild in the wake of the recent 

hurricanes, while a further $2.8 billion has been 
committed through longer-term investment and 
debt restructuring plans.  
The Nature Conservancy, a U.S.-based 
environmental charity, wants to work with 
lenders and governments to find ways to 
restructure $1 billion in sovereign debt and 
free up funds to invest in the "blue economy", 
a statement said. 

That would include restoring and better 
managing coastal areas, and harnessing natural 

resources such as mangroves and coral reefs to 
protect vulnerable islands. 
Using insurance to transfer disaster risk is 
another component of the climate-smart plan, 
backed by Swiss Re and the Caribbean 

Catastrophe Risk Insurance Facility (CCRIF) 
which paid out almost $30 million to countries 
hit by Irma. 
"Ultimately, we will only win the battle on 
climate change when investments in climate 
action and broader resilience become the 
economically sensible decision to make every 

time," Allen Chastanet, prime minister of St. 
Lucia, said in a statement. 
"It's not just about protecting against negative 

impacts – climate action needs to be about 
enhancing competitiveness, creating jobs, 
improving our economies."  

 
(Reporting by Sophie Hares; editing by Megan 
Rowling. Please credit the Thomson Reuters 
Foundation, the charitable arm of Thomson Reuters, 
that covers humanitarian news, climate change, 
resilience, women's rights, trafficking and property 
rights. Visit http://news.trust.org/climate) 
(( megan.rowling@thomsonreuters.com )) 
 
 

Argentina 

Moody's Says Sovereign Upgrade On 

Argentina Reflects Government 

Reforms, Improving Economy  

11-Dec-2017  

Dec 11 (Reuters) - Moody's  
Moody's says sovereign upgrade on Argentina 
reflects government reforms and improving 
economy. 

Moody's says legislative midterm elections in 
OCT strengthened Argentina's administration's 
hand, which will support tax, labor & pension 
reforms. 
Moody's says expects positive economic trends 

in Argentina to continue & to deepen in 2018 & 
2019, leading to increased support for 
government's economic agenda. 
Moody's says rating upgrade on Argentina, 
reflects progress in reform measures aimed at 
reducing economic distortions, improving 
outlook. 

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

Argentina reopens local 2020 peso 

denominated bond by $1.75 bln  

13-Dec-2017  
BUENOS AIRES, Dec 13 (Reuters) - Argentina 

has reopened its local law, peso denominated 
"Boncer" bond by 27.35 billion pesos ($1.75 
billion), the government announced in its 
official gazette on Wednesday. 

The bond, which matures in 2020 and has an 
interest rate of Argentine inflation plus 2.25 

percent, was also opened at the end of October 

for 12.60 billion pesos. 
Consumer prices in Argentina rose 1.4 percent in 
November, according to government data 
released on Tuesday, bringing the national 
inflation rate to 21.0 percent for the first 11 
months of the year. 

 
(Reporting by Hernan Nessi, writing by Hugh Bronstein 
Editing by Chizu Nomiyama) 
(( hugh.bronstein@thomsonreuters.com; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
 
 

Bahamas 

S&P Says The Commonwealth Of The 

Bahamas 'BB+/B' Ratings Affirmed  

14-Dec-2017  
Dec 14 (Reuters) - S&P  
S&P says the commonwealth of the Bahamas 
'bb+/b' ratings affirmed; outlook is stable. 

S&P says expect commonwealth of Bahamas 
new administration's solid mandate to facilitate 
economic & debt stabilization, after significant 
deterioration. 
S&P says stable outlook balances challenges of 
overcoming commonwealth of Bahamas 
stubborn economic bottlenecks with 

government's fiscal consolidation plans. 

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

Brazil government raises 2017, 2018 

GDP growth estimates  

14-Dec-2017  
By Bruno Federowski and Marcela Ayres 
BRASILIA, Dec 14 (Reuters) - The Brazilian 

government on Thursday raised its forecasts 
for 2017 and 2018 gross domestic product 
growth amid a faster-than-expected recovery 
from the deepest recession in decades. 

Brazil's economy is now expected to grow 1.1 

percent this year and 3.0 percent next year, 
Finance Minister Henrique Meirelles said, up 
from 0.5 percent and 2 percent previously. 

Officials stressed uncertainty about the 2018 
figures, however, given doubts about President 
Michel Temer's proposal to narrow a budget 
deficit by trimming the social security system. 

Financial markets currently price a one-third 
chance of the bill passing, estimated Economic 
Policy Secretary Fabio Kanczuk. 
Approval of the pension reform would add 0.3 
percentage points to the government's 2018 
growth estimate, lifting it to 3.3 percent, he 
said.  

It seems increasingly unlikely that the unpopular 

plan will see a vote in the lower house of 
Congress this year, following stiff opposition. 
Taking up the issue in next year risks even more 

pushback from lawmakers with an eye on 
October's general election. 
 
(Reporting by Bruno Federowski and Marcela Ayres; 
Editing by Bernadette Baum and Chizu Nomiyama) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 

7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Colombia 

S&P says Colombia foreign currency 

issuer credit ratings lowered to 'BBB-

/A-3' on weaker policy flexibility  

12-Dec-2017  
Dec 11 (Reuters) -  
S&P lowers Colombia’s sovereign credit rating 
to BBB- from BBB; raises outlook to stable 

from negative. 

S&P - Colombia foreign currency issuer credit 
ratings lowered to 'BBB/A-3' on weaker policy 
flexibility; outlook stable. 
S&P -lowering long-term foreign and local 
currency sovereign credit ratings on Colombia to 
'BBB -' and 'BBB' from 'BBB' and 'BBB+', 

respectively. 

S&P - expect Colombia's general government 
change in debt to average 3.1 percent of GDP 
during 2017-2020. 
S&P - also lowering Colombia's short-term 
foreign currency rating to 'a-3' from 'a-2', and 
affirming local currency short-term rating at 'a-

2'. 
S&P - expect Colombia's general government 
debt to rise to 38% of GDP in 2020 from 35% 
of GDP in 2017. 

S&P - rating on Colombia reflects view of its 
established political institutions that provide 
important backing for economic stability. 
S&P on Colombia- outlook reflects expectation 
that established political institutions will 

contribute to economic stability, continuity after 
2018 national elections. 
S&P on Colombia- outlook reflects expectation 
that track record of pro-growth economic 
policies will contribute to economic stability, 
continuity after 2018 national elections. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Colombia should pause on interest rate 

cuts after S&P move  

12-Dec-2017  

BOGOTA, Dec 12 (Reuters) - Colombia's central 

bank should take a pause in monetary policy 
this week and avoid an interest rate cut while 
officials evaluate a decision by Standard & 
Poor's to lower the nation's long-term foreign 
currency rating, Finance Minister Mauricio 
Cardenas said on Tuesday. 

Cardenas, who had said repeatedly there was no 
chance of a ratings' reduction, told local Caracol 

Radio the best plan would now be to pause and 

resume interest rate cuts next year. 
The decision on Monday by S&P to lower the 
Andean nation's credit rating by a notch to BBB-, 
citing weakened policy flexibility, came just days 
before the central bank meets to discuss 
monetary policy amid weak economic growth 

while inflation remains slightly higher than 
desired.  
"I believe that with this news it would probably 
be convenient to take a break, analyze the 
decision, evaluate the moment, and resume cuts 
from January next year," he said of Thursday's 

meeting. 
Cardenas is one of seven policymakers and 

represents the government on the board.  
He said on Monday Colombia has already taken 
steps to stabilize the economy, including last 
year's tax reform, monetary policy that cut 
inflation and currency adjustments. 

Most analysts polled by Reuters project the bank 
will leave its lending rate stable at 4.75 percent, 
while the minority estimated a 25 point 
reduction. 
The bank has cut borrowing costs by 275 
basis points since December 2016, in a bid to 
bolster the sluggish economy. 
Consumer prices rose 4.12 percent in the 12 

months to November, well below a mid-2016 
high of nearly 9 percent, but still above the 
bank's long-term 2 percent to 4 percent target 
range. 

The government last month reduced its gross 
domestic product growth target for this year to 
1.8 percent, amid low domestic consumption 
and following disappointing third-quarter figures. 
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S&P rated Colombia's outlook as stable, 

indicating it expects the country's political 

institutions and economic policies to continue to 
contribute to economic stability.  
The finance ministry said the stable rating 
indicated the agency would not make additional 
revisions in the near future. 
Cardenas had dismissed the idea of a ratings 

cut, telling Reuters in August "there's not even a 
shadow on the horizon".  
S&P, Moody's and Fitch all rate Colombia 
investment grade but have raised concerns 
about its fiscal situation.  
Despite the rating change, bond issues by the 
government and companies were not likely to 

suffer much because of available global 
liquidity, analysts said. 

"Companies are always tied to the sovereign 
rating of their country," said Alianza brokerage 
analyst Camilo Thomas. "But with the general 
appetite for risk right now, those assets won't be 
punished in the same way they would've been in 
risk-averse previous years." 

 
(Reporting by Helen Murphy and Nelson Bocanegra; 
Editing by Bernadette Baum and David Gregorio) 
(( helen.murphy@thomsonreuters.com ; +571-518-
5378; Reuters Messaging: 
helen.murphy.reuters.net@reuters.com )) 
 
 

El Salvador 

S&P says El Salvador Outlook Revised 

To Positive; 'CCC+/C' Ratings Affirmed  

15-Dec-2017  
Dec 15 (Reuters) - S&P: 
S&P - El Salvador outlook revised to positive 
on expectation of a midterm financing 

agreement; 'ccc+/c' ratings affirmed. 

S&P - revising outlook on El Salvador to positive 
from stable and affirming our 'ccc+/c' sovereign 
credit ratings. 
S&P - in El Salvador failure to promote private 
investments will likely impede economic growth 
in the coming years. 

S&P-reaching agreement in El Salvador's 
congress would resolve doubts about 
government's ability to refinance future 
amortizations on external debt. 
S&P on El Salvador- positive outlook reflects 
ongoing negotiations are likely to result in 
financing agreement for 2018 and 2019. 

S&P - agreement with IMF to enhance El 
Salvador's public finances is less likely because 
the government has already ruled out tax 
increases. 
S&P - El Salvador's cad in 2017 is likely to 
decline to around 1% of GDP from over 2% in 
the previous year. 

S&P - in El Salvador GDP growth is likely to 
remain around 2.2% in 2017-2019. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

 

Paraguay 

Fitch Says Revises Paraguay's Outlook 

To Positive Affirms Ratings At 'BB'  

14-Dec-2017  
Dec 14 (Reuters) - Fitch: 
Fitch says revises Paraguay's outlook to 
positive; affirms ratings at 'BB'. 

Fitch says has affirmed Paraguay's long-term 
foreign and local-currency issuer default ratings 
at 'BB'. 

Fitch says positive outlook on Paraguay's ratings 
reflects sovereign's demonstrated resilience to 
external shocks, favourable growth performance. 
Fitch says does not expect significant changes to 

macroeconomic, fiscal policies to result from 
Paraguay's 2018 presidential, congressional 
elections. 

Fitch says expects Paraguay's growth rate to 
accelerate marginally in 2018-19 due to pick-up 
in domestic demand and exports to brazil. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Venezuela 

Venezuelan creditors eyeing Citgo 

assets face uphill battle  

14-Dec-2017  

By Tom Hals 
WILMINGTON, Del., Dec 14 (Reuters) - Citgo 

Petroleum may look like a tempting target for 
bondholders of its parent company, 
Venezuelan-owned oil driller PDVSA, but the 
refinery operator's complex debt structure 
could make its assets difficult for creditors to 
seize, legal experts said. 

As Venezuela careens closer to a default, some 

holders of PDVSA bonds set to expire in 2020 
and backed by a pledge of Citgo stock are 
preparing to go to U.S. courts to foreclose on 
Citgo shares, according to sources familiar with 

the situation. 
That may not be easy. Energy producer 
ConocoPhillips Co has gone to court alleging the 

pledge of 50.1 percent of Citgo stock is 
fraudulent, meaning the PDVSA bondholders will 
have a tough time getting their hands on the 
stock. 
"Lots and lots of claimants have been circling 
Venezuela and PDVSA, so there is plenty of 
competition for every scant asset crumb, 
which means we should expect challenges at 

every turn," said Anna Gelpern, a professor at 
Georgetown Law. 

The battle over Houston-based Citgo, which was 
valued as high as $10 billion during an aborted 

2014 sale process, illustrates the dearth of 
viable options for foreign creditors trying to 
collect from Venezuela. 
Venezuela’s Maduro said in November he wanted 

to restructure all foreign debt, which includes 
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some $60 billion in outstanding sovereign and 

PDVSA bonds. Private estimates put the total 

foreign obligations at more than $120 billion 
owed to creditors including Russia, China and oil 
service providers. 
Negotiations with bondholders are almost 
impossible in the face of U.S. sanctions and the 
country has been ruled in default due to 

payment delays on some bonds, which for years 
have been a favorite of investors for their sky-
high yields.. 
Faced with mounting concern that Venezuela 
will not be able to keep up the payments, 
some holders of around $3 billion worth of the 
2020 bonds are talking to lawyers and 
advisers about initiating legal action to seize 
the Citgo stake. 

Legal experts said they would face many 
hurdles, including Citgo's issuance of billions of 
dollars of its own debt. Holders of Citgo debt 
could cite change-of-control provisions to 
demand immediate repayment if PDVSA's 
bondholders got their hands on the Citgo stock, 
Deutsche Bank said last month in a note to 

clients. 
"We see significant valuation risk in CITGO once 
the collateral collection process is triggered 
given potential legal challenges and other 
complications," said the Nov. 27 note by 
strategist Hongtao Jiang. 

PDVSA bondholders would also have to contend 
with Russian oil producer Rosneft, which has a 

lien on the remainder of Citgo's stock. The lien, 
and the legal uncertainty hanging over Rosneft 
from U.S. sanctions, could undercut demand for 
acquiring Citgo if bondholders were to put it up 
for a sale, legal experts said. 

"FREE-FOR-ALL" 
Bondholders will also have to compete with 
other creditors who are gunning for Citgo. 
"It will become a free-for-all," said Mark 
Weidemaier, a professor at University of North 
Carolina School of Law. 
One creditor of Venezuela, Crystallex 

International Corp, a Canadian gold miner, has 
already asked a federal judge in Delaware to 
void the stock pledge to the 2020 bondholders. 

Crystallex says the pledge was a fraudulent 
transfer of value from Citgo, which got nothing 
from the stock pledge, to PDVSA. With such 

uncertainty hanging over the stock pledge, the 
bondholders will struggle to get full value for 
Citgo if they manage to foreclose on the shares, 
according to legal experts. 
Crystallex has said in court papers it has 
reached an undisclosed settlement, which 
requires Crystallex to stay or withdraw its case 

in Delaware federal court once it begins 
receiving payments from Venezuela, according 
to court records. 
But ConocoPhillips Co launched a similar action 

last year in the same Delaware court that also 
takes aim at undoing the stock pledge. 
A trustee for Crystallex, which is operating in 

bankruptcy after Venezuela seized its mining 
operations, and a spokesman for ConocoPhillips 
declined to comment. 

Finally, PDVSA could put Citgo's U.S. holding 

company into U.S. Chapter 11 bankruptcy, 

which would prevent creditors from seizing Citgo 
stock, the main asset of the holding company. 
However, bankruptcy can be chaotic and 
unpredictable and it would increase the risk that 
Citgo could wither during the process - a risk to 
both PDVSA as well as bondholders. 

Richard Langberg, an analyst with S&P Global 
Ratings who follows Citgo, said the significant 
costs and uncertainty should give any creditor 
pause about trying to collect against Citgo. 
"On a scale of one to 10," he said of the degree 
of difficulty, "it's a nine or a 10." 

 
(Reporting by Tom Hals in Wilmington, Delaware; 
Editing by Noeleen Walder, Christian Plumb and 
Andrew Hay) ((thomas.hals@thomsonreuters.com; +1 
610 544 2712; Reuters Messaging: 
thomas.hals.thomsonreuters.com@reuters.net)) 
 

AFRICA 
 

Botswana 

Botswana's 2017/18 budget in surplus 

at half-year mark  

12-Dec-2017  
GABORONE, Dec 12 (Reuters) - Botswana's 

national budget recorded a cumulative surplus 
of 100 million pula ($10 million) half way 
through the 2017/18 fiscal year, but was still 
expected to record a full year deficit. 

The southern African nation's central bank said it 
received more mineral revenues than expected 
in the six months to September, resulting in a 
surplus. Botswana recorded a deficit of 1.7 
billion pula by the same time last year.  

The country's fiscal year runs from April to 
March. 
A budget deficit of 6.5 billion pula was forecast 
by Finance Minister Kenneth Matambo in 
February.  
The deficit is seen widening to 8 billion pula in 

the 2018/2019 fiscal year leading to cumulative 
budget gap of 15 billion pula by 2020, the 
ministry of finance has said.  
 
($1 = 10.3734 pulas) 
(Writing by Tanisha Heiberg; Editing by James 
Macharia) 
(( Tanisha.Heiberg@thomsonreuters.com ; 
+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
 
 

Burundi 

Burundi expects econ growth, spending 

to pick up in 2018  

13-Dec-2017  

NAIROBI, Dec 13 (Reuters) - Burundi's 

economy is expected to grow 3.9 percent in 
2018 from an estimated 3.5 percent this year, 

mailto:thomas.hals.thomsonreuters.com@reuters.net)
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and government spending will rise slightly, 
gointg towards defence, energy, agriculture 

and infrastructure projects, its finance 
minister said on Wednesday.  

Spending is expected to rise 5 percent to 1.38 
trillion francs ($789.98 million) in 2018 from 
1.32 trillion francs this year thanks to a slow 
recovery of economic activity, Finance Minister 
Donatien Ndihokubwayo said ahead of 

parliament approving the budget.  
The aid-dependent central African nation now 
has to rely on domestic tax collection and 
modest revenues from coffee and tea exports, 
after key donors, such as the European Union, 
cut direct financial support to the government 
over accusations of human rights violations and 

a crackdown on opponents, which Burundi 

rejects. 
No more details on what would drive 
economic growth were available. The 
International Monetary Fund forecasts 
economic growth of 0.1 percent in 2018 from 
zero growth this year. 

Ndihokubwayo said 81 percent of the budget will 
be sourced internally, while it will have a budget 

deficit of 164 billion francs, down from 174 
billion this year. 
Burundi's rift with donors was sparked by 
President Pierre Nkurunziza’s decision to ignore 
the constitution’s provisions on term limits and 
run for a third term in April 2015. 
Since then, the country has slipped into a 

political crisis which has resulted in hundreds of 
people killed, over 400,000 displaced to 
neighbouring countries and a moribund 
economy. 
 
($1 = 1,750.8000 Burundi francs) 
(Editing by George Obulutsa Editing by Jeremy Gaunt.) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1232; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
 
 

Morocco 

Morocco should step up structural 

reforms  

15-Dec-2017  
RABAT, Dec 15 (Reuters) - Morocco needs to 

step up structural economic reforms and 
maintain "sound" fiscal and monetary 
policies, the International Monetary Fund 
(IMF) said on Thursday. 

Morocco, the region's biggest energy importer, 
has been working with a technical mission from 

the IMF on liberalising its currency regime after 
a drop in global oil prices helped strengthen its 
finances. 
"Executive Directors commended the authorities 
for the sound macroeconomic policies and 

reform implementation that have helped 

improve the resilience of the Moroccan economy, 
upgrade the fiscal and financial policy 
frameworks, and increase economic 
diversification," the IMF said in a statement 

following consultations. 

"To consolidate the gains achieved and promote 

higher and more inclusive growth, Directors 
underscored the need to maintain sound fiscal 
and monetary policies and to step up structural 
reform efforts," it added. 
The IMF said it supported Morocco's plans for 
a more flexible currency and new policies, 
"which will help the economy to absorb 

external shocks and remain competitive." 

In July, Morocco's central bank postponed a 
planned announcement of the first phase of the 
reform. The central bank gave no reason for the 
delay, but officials have since then said the 
government needed to further study the plan. 
 
(Writing by Ulf Laessing; Editing by James Dalgleish) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing)) 
 
 

Namibia 

IMF Staff Completes 2017 Article IV 

Mission to Namibia   

12-Dec-2017 18 
December 12, 2017  
End-of-Mission press releases include 
statements of IMF staff teams that convey 
preliminary findings after a visit to a country. 
The views expressed in this statement are those 

of the IMF staff and do not necessarily represent 
the views of the IMF's Executive Board. Based 
on the preliminary findings of this mission, staff 
will prepare a report that, subject to 
management approval, will be presented to the 
IMF's Executive Board for discussion and 
decision.  

•After years of exceptional growth, the economy 
has entered an adjustment phase.  
•Namibia's key challenges are to manage the 
ongoing adjustment process and preserve 
macroeconomic stability, while reducing 
unemployment and income inequality.  

An International Monetary Fund (IMF) staff team 

led by Mr. Geremia Palomba, IMF Mission Chief 
for Namibia, visited Windhoek during November 
30-December 12, 2017 to conduct the 2017 
Article IV Consultation with Namibia.  
At the conclusion of the visit, Mr. Palomba made 
the following statement:  

'After years of exceptional growth, the economy 
has entered an adjustment phase. Growth is 
expected to turn slightly negative in 2017, 
compared to a growth of 1.1 percent in 2016, as 
large constructions in the mining sector have 
been completed and the government continues 
consolidating. Growth is projected to resume in 

2018 and accelerate thereafter to about 4 
percent as production from new mines ramps 
up and manufacturing and retail activities 

recover. Downside risks to this outlook include 
volatile Southern African Customs Union (SACU) 
revenue, subdued commodity prices, and fiscal 
slippages that could undermine policy credibility.  
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'Namibia's key challenges going forward are to 

manage the ongoing adjustment process and 

preserve macroeconomic stability, while 
reducing unemployment and income inequality. 
The government and the Bank of Namibia have 
already taken steps to reduce the fiscal deficit 
and preserve financial stability. However, fiscal 
and external vulnerabilities are rising and call for 

additional action.  
'With SACU revenue declining, significant fiscal 
adjustment is needed to ensure debt 
sustainability and macroeconomic stability. 
Policies need to address the sources of recent 
deterioration, including public wage costs, and 

combine expenditure and revenue measures that 
can support long-term growth, while 
safeguarding critical social and development 

spending. Strengthening revenue administration, 
improving budget formulation and expenditure 
controls, and carefully managing extra-
budgetary entities and public enterprises are 

critical steps to consolidate the fiscal accounts 
and secure a more equitable burden sharing. 
Avoiding risk taking from off-budget operations 
is also essential to the credibility of the 
adjustment. To this end, the mission welcomes 
the authorities' commitment to undertake 
additional measures to reduce the fiscal deficit, 

as stated in the recent Mid-Year Policy 
Statement.  
'The financial sector remains sound. The 
authorities are taking steps to manage 
possible risks and advance key reforms, such 
as strengthening bank's liquidity monitoring 
and asset classification, introducing a bank 
resolution regime, expanding the 
macroprudential toolkit, and upgrading the 

non-bank regulatory and supervisory 

framework. These actions should help address 
macro-financial and structural vulnerabilities, 
including some banking and non-banking sector 
weaknesses, rising real estate prices, relatively 
high household indebtedness, and complex 
linkages across financial institutions.  
'The government has taken actions to support 

growth, tackle high unemployment, particularly 
among the youth, and reduce income inequality. 

Reforms targeted at addressing the shortage of 
skilled workers, better aligning wage dynamics 
to productivity trends, and simplifying business 
regulations have the potential to significantly 

boost employment and deliver more inclusive 
growth.'  
'The mission met with Prime Minister Saara 
Kuugongelwa-Amadhila, Minister of Finance 
Calle Schlettwein, Bank of Namibia Governor 
Ipumbu Shiimi, other senior officials, and 
financial market, business and union 

representatives. The mission would like to 
express its gratitude to the authorities and their 
staff for the productive and open discussions.'  

The findings of the mission will be reflected in 
the 2017 Article IV staff report. This report, 
together with the joint IMF-World Bank Financial 
Sector Assessment Program (FSAP) report, is 

expected to be discussed by the IMF Executive 
Board in early 2018.  

 
(C) Copyright 2017 - IMF - International Monetary 
Fund 
 
 

Namibia's economic growth seen 

contracting in 2017   

12-Dec-2017  

WINDHOEK, Dec 12 (Reuters) - The 

International Monetary Fund expects 
economic growth in Namibia to be in negative 
territory this year, compared to a growth of 
1.1 percent in 2016, as mining firms plan no 
new construction and government cuts 
spending.  

The southern African country's economy entered 
into a technical recession after it contracted by 

1.7 percent in both the first and second quarter 
this year.  
In August, Moody's cut Namibia's sovereign 
credit rating "junk", citing a negative growth 
outlook and large fiscal deficits.  
"After years of exceptional growth, the economy 
has entered an adjustment phase. Growth is 

expected to turn slightly negative in 2017," the 
IMF said in a statement after a mission to 
Namibia.  
The IMF said growth is expected to resume in 
2018 and accelerate thereafter to about 4 
percent as production from new mines ramps 
up and manufacturing and retail activities 
recover.  

Downside risks include volatile revenue from the 

Southern African Customs Union and subdued 
commodity prices, it said.  
It added that strengthening revenue 
administration, improving budget formulation, 
expenditure control and carefully managing 
public enterprises were some of the critical steps 

to shore up the economy.  
 
($1 = 13.6580 Namibian dollars) 
(Reporting by Nyasha Nyaungwa; Editing by James 
Macharia) 
(( nqobile.dludla@thomsonreuters.com ; 
+27117753126; Reuters Messaging: 
nqobile.dludla.thomsonreuters.com@reuters.net )) 
 
 

Nigeria 

Nigeria repays $1.1 bln worth of T-

bills; overnight rates fall  

14-Dec-2017  
LAGOS, Dec 14 (Reuters) - Nigeria's central 

bank repaid a total of 340 billion naira ($1.1 

bln) worth of treasury bills on Thursday 
instead of rolling them over, in a move to 
lower government borrowing costs, traders 
said. 

They included 131.4 billion naira worth of 

treasury bills issued by the Debt Management 
Office (DMO), while the balance was in open 
market bills issued by the central bank. 

The DMO has said it will repay treasury bills 
maturing on Dec. 14 and Dec. 21 totalling 
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198.03 billion naira. 

Yields on treasuries held up across the board at 

around 10 percent on Thursday. They fell to 7 
percent after the repayment plan was 
announced this week. 
Thursday's payoff increased banking system 
credit to almost 500 billion naira, lowering 
overnight rates to one percent from five 
percent last week. 

The DMO said it sold 108.66 billion naira worth 
of naira-denominated bonds maturing in 2021 
and 2027 at an auction on Wednesday. 
It issued 50 billion naira of 2021 debt at 13.19 
percent, from 14.79 percent at the previous 
auction in November. The same tenor bond 
closed at 13.11 percent on the secondary 

market on Wednesday. 

A total of 58.66 billion naira worth of the 
benchmark bond maturing in 2027 was issued at 
13.21 percent, compared with 14.8 percent in 
November. The 2027 paper closed at 13.23 
percent on the secondary market on 
Wednesday. 

 
($1 = 306.30 naira) 
(Reporting by Chijioke Ohuocha; Editing by Andrew 
Roche) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

Nigeria to issue $29 mln debut green 

bond next week - environment ministry  

14-Dec-2017  
LAGOS, Dec 14 (Reuters) - Nigeria plans to 

issue a 10.69 billion naira ($29 million) debut 
green bond next week, the first tranche of a 
150 billion naira programme, the environment 
ministry said on Thursday.  

The bond, with a five-year tenor, will be used to 

fund projects to reduce carbon emissions and 
develop renewable energy. 
"The Federal Government of Nigeria will issue 
the first tranche of bonds from this programme 
during the week of 18th of December 2017," the 
environment ministry said in a statement. 

The programme was part of the government's 

"effort to align with the global objective of 
expanding the market for climate finance", it 
said. 
An investor roadshow will take place in the 
capital, Abuja, and commercial capital Lagos 
on Thursday and Friday ahead of the issuance.  

A ministry spokeswoman gave the value of the 
first tranche to be issued and that of the overall 

programme. No details of the length of the 
programme were given. 
 
(Reporting by Alexis Akwagyiram; Editing by Angus 
MacSwan) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak) ) 
 

 

Somalia 

Somalia's budget meets IMF terms, 

official says  

15-Dec-2017  
NAIROBI, Dec 15 (Reuters) - The budget 

approved by Somalia's parliament this week is 
in line with fiscal reforms the government 
committed to when it entered an International 
Monetary Fund programme in May, an IMF 
official told Reuters. 

Somalia is now on its second 12-month IMF 
staff-monitored programme after decades of war 

and turmoil, and adherence to the IMF's fiscal 
framework opens the door for grants and 

concessional funding from international financial 
institutions. 
The $274 million budget approved on 
Wednesday includes measures expected to 
boost domestic revenue collection by $20-$25 
million.  

They include the introduction of sales and 
corporate income taxes for telecommunications 
and the removal of income tax exemption for 
lawmakers, said Mohammed Elhage, who leads 
the IMF's Somalia work. 
"These are very important signals." 
He said that during a September visit, the IMF 

had been disappointed by progress by the 
government, which took office after elections in 

February.  
"From September until now, we see a strong 
commitment to reform. The authorities are more 
engaged on what needs to be done."  

The budget sees the state collecting about $156 
million in domestic revenue and about $118 
million in grants.  
The Horn of Africa nation is recovering from 
decades of war, and al Shabaab Islamist 
militants remain a threat.  
The new budget is still dwarfed by contributions 

from donors, who last year spent about $1.5 
billion on food aid, health and sanitation.  
Observers say putting a proper budget into place 

and having parliament pass it is an important 
step.  
"If the IMF gives the thumbs-up, that tells you 
that the government is starting to deliver on 

revenue collection," said a Western diplomat. "If 
they can get debt relief, that is the pot of gold at 
the end of the rainbow." 
Credit from the IMF would offer the central 
government leverage over the federal member 
states, the diplomat added.  

The states are at odds with Mogadishu over a 
range of issues, including the crisis between 
Qatar and other Gulf states.  
Somalia's external debt is about $5.2 billion, 
according to the IMF. It has not made a 
service or amortisation payment since civil 
war broke out more than 25 years ago. 

The IMF said this week that economic growth is 
set to quicken to 2.5 percent in 2018 from 1.8 

percent this year, when drought and security 
issues kept it below the IMF's forecast of 2.5 
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percent.  

 
(Reporting by Katharine Houreld; Writing by Maggie 
Fick; Editing by Kevin Liffey) 
(( maggie.fick@thomsonreuters.com ; +254 798 985 
128; )) 
 
 

Sudan 

IMF says Sudan must float currency to 

boost growth, investment  

12-Dec-2017  
CAIRO, Dec 12 (Reuters) - The International 

Monetary Fund (IMF) has urged Sudan to float 
its currency to boost growth and investment, 
a measure the government has opposed even 

after the United States lifted 20 years of 
sanctions in October. 

The government would need to accompany a 
market-determined exchange rate with other 
tough reforms such as expanding the country's 
tax base if Khartoum hopes to benefit from 
sanctions relief, the IMF said in a report 
published on Monday. 

The Sudanese pound has weakened against the 
dollar since Washington lifted sanctions 
encouraging traders to step up imports, putting 
pressure on scarce hard currency. 
It hit an all-time low of 27 pounds against the 
dollar on the black market in November but 

strengthened to 23 pounds per dollar after a raft 
of emergency measures that included capping 
currency transfers and cracking down on 
currency traders. 
The IMF said the end of sanctions was an 
opportunity for Sudan to strengthen its 
economic outlook but it required a currency 

float. 
"Fiscal policy should be tightened to eliminate 
the monetization of deficits, thus helping to 
reduce inflation and buttress macroeconomic 
stability," it said. It projected GDP growth of 
3.25 percent for 2017, down from 3.5 percent 
in 2016. 

The weakened pound has contributed to surging 

inflation, which reached 33.08 percent year-on-

year in October, according to the Central 
Statistics Office. 
The central bank has held the official exchange 
rate at 6.7 pounds to the dollar but currency is 
largely unavailable at that price. 
"The tax base should be broadened, energy and 
wheat subsidies phased out and replaced by 

increased cash transfers to the poor, and capital 
investment increased," the IMF said. 
The import-dependent country has suffered both 
from the sanctions and from the secession of 
South Sudan in 2011, when it lost three-
quarters of its oil output, its main source of 
foreign currency. 

One of its largest other sectors is agriculture. 
Sudan sorely needs a financial lifeline from 
donors but it is unable to borrow from the IMF 
after failing to pay back previous loans and 
efforts to reschedule debts it owes other 

countries have faltered. 

Sudan's external debt, which the IMF described 

as unsustainable, is expected to reach $54.1 
billion in 2017 and $56.5 billion in 2018, the 
report said. 
 
(Reporting by Amina Ismail and John Davison; Editing 
by Matthew Mpoke Bigg) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
 
 

Sudan seeks up to $200 mln 

prefinancing to fund oil development  

12-Dec-2017  
By Julia Payne 

LONDON, Dec 12 (Reuters) - Sudan's oil 

ministry is trying to raise as much as $200 
million in prefinancing, including from crude 
traders, to help develop one of its biggest 
oilfield prospects, a ministry official told 
Reuters on Tuesday.  

Speaking on the sidelines of DMA's trade and 
investment forum for Sudan in London, oil 
ministry adviser Salah Whabi said exploratory 

talks had begun with some of the world's top 
commodity traders. 
Major independent traders frequently sign cash-
for-crude deals in countries where banks are 
reluctant to lend due to increased regulation or 
for fear of falling foul of U.S. sanctions. 
Washington lifted 20-year-old trade sanctions 

against Sudan in October but the east African 
country is still on the U.S. list of state sponsors 
of terrorism. 
Sudan has suffered both from the sanctions 
and from the secession of the south in 2011, 
when it lost three-quarters of its oil output, 
its main source of foreign currency. 

It currently produces about 90,000 barrels per 

day and has been trying to raise interest in 
upstream exploration. 
Whabi later told the conference that Sudan plans 
to launch an oil and gas licensing round in 2018. 
Major commodity traders Trafigura and Vitol are 
already among its oil buyers, the official said.  
The official said Sudan was looking to add 

15,000 to 20,000 bpd of output by developing 
Block 2B.  
Sudan's oil minister Abdel-Rahman Osman said 
the country was aiming to reach 129,000 bpd by 
the end of next year, the cap it agreed to as part 
of the OPEC/non-OPEC deal to reduce production 
to end a global oversupply of crude and prop up 

the oil price. 
Further ahead, Sudan aims to produce about 
250,000 bpd.  
Sudan recently retook control of the oilfield 
when it decided not to renew the licence for the 
operating consortium including India's ONGC. 

 
(Reporting By Julia Payne; Editing by Hugh Lawson 
and Gareth Jones) 
(( julia.payne@thomsonreuters.com ; +44 207 542 
1836; )) 
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Tanzania 

IMF urges Tanzania to reform and 

spend to stem economic slowdown  

13-Dec-2017  
By Fumbuka Ng'wanakilala 
DAR ES SALAAM, Dec 13 (Reuters) - The 

International Monetary Fund (IMF) called on 
Tanzania to speed up reforms and spend more 
to prevent a slowdown in one of the world's 
fastest growing economies. 

President John Magufuli pledged to reform an 

economy hobbled by red tape and corruption 
and begin a programme to develop public 
infrastructure after he was elected in 2015. 

But the IMF said in its latest review that 
progress has been slow, while a lack of public 
spending - coupled with private sector concerns 
over policy uncertainty - was curtailing growth in 

East Africa's third-biggest economy. 
"Improvements in the business environment - 
policy predictability based on a strong dialogue 
with the private sector, regulatory reforms, 
timely payment of value-added tax (VAT) and 
other tax refunds, and eliminating domestic 
arrears — must be pursued with urgency," the 

IMF said late on Tuesday. 
Tanzania's gross domestic product (GDP) growth 
slowed to 6.8 percent in the first half of this year 

from a 7.7 percent expansion in the same year-
ago period. 
The economy has been growing at around 7 

percent annually for the past decade, but the 
World Bank said in November that growth will 
likely slow to 6.6 percent in 2017. 
The IMF said while Tanzania's first half GDP 
growth in 2017 was "still strong", a sharp fall 
in lending to the private sector - prompted by 
high non-performing loans - pointed to a 
continued slowdown in growth. 

In June, the IMF said Tanzania may have to 

delay implementing some of its infrastructure 
projects because its revenue expectations for 
2017/18 may not be achieved. 

In a bid to profit from its long coastline, 
Tanzania wants to spend $14.2 billion over the 
next five years to build a 2,561 km-railway 
network - part of plans that also include 

upgrading ports and roads to serve growing 
economies in the region. 
The IMF said subdued government revenue 
collection and delays in securing financing for 
projects have held back development spending 
and hurt economic growth.  

 
(Editing by Aaron Maasho and Alexander Smith) 
(( aaron.maasho@thomsonreuters.com ; 
+251911364027; Reuters Messaging: 
aaron.maasho.thomsonreuters.com@reuters.net )) 
 
 

 

Tunisia 

Tunisia ready for "decisive action" on 

economy, IMF says  

14-Dec-2017  
TUNIS, Dec 14 (Reuters) - The International 

Monetary Funds says Tunisia is committed to 
"decisive action" to reform its economy before 
the IMF reviews the payment of its next loan 
tranche. 

Last year, the Washington-based IMF agreed a 
four-year loan programme worth about $2.8 

billion with Tunisia, but tied to economic 
reforms. 
Tunisia has been hit by a sharp fall in tourism 

revenues and fresh foreign investment because 
of militant attacks in 2015 and overall turmoil 
since the 2010 overthrow of long-time ruler Zine 
El Abidine Ben Ali. 

"Building on their ambitious budget law for 
2018, the Tunisian authorities have expressed 
their commitment to take decisive action," the 
IMF said in a statement late on Wednesday after 
a visit of a delegation to Tunis. 
"The main challenge for the months ahead is to 
make-up for the significant delays in lifting long-

standing obstacles to growth and addressing 
large fiscal and external deficits," it said. 
Economic Reforms Minister Taoufik Rajhi told 

Reuters the staff-level deal reached with the IMF 
delegation opened the door to the third loan 
installment. 

"It confirms the reform paths followed by the 
government," he said. 
The IMF has been pressing Tunisia to reduce 
the public wage bill -- at almost 15 percent of 
GDP one of the world's highest -- and energy 
subsidies, which it said were 
"disproportionately" benefiting the rich. 

Both cuts would be targetted at reducing the 
deficit. 

In the 2018 budget, Tunisia plans cut its budget 
deficit to 4.9 percent of gross domestic product 
in 2018, down from about 6 percent expected in 

2017, officials have said. 
The IMF said it supported efforts by Tunisia to 
get removed from a blacklist of 17 jurisdictions 
imposed by the European Union this month on 

what the bloc deemed to be tax havens. 
The decision shocked the North African country 
with analysts warning it will undermine badly 
needed investment and efforts to secure $3 
billion in foreign loans to fund its budget next 
year. 

In April, the IMF agreed to release a delayed 
$320 million tranche of Tunisia loans. 
Tunisia wants to reduce the public workforce by 
20,000 from 800,000 via voluntary redundancies 
but will go ahead with a wage increase for public 

servants in 2018 as agreed with powerful labour 
unions. 

 
(Reporting by Ulf Laessing and Tarek Amara; Editing 
Jeremy Gaunt) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
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Messaging: follow me on twitter 
https://twitter.com/ulflaessing)) 
 

GLOBAL 

 

 

Fitch Says Total Global Negative-

Yielding Sovereign Debt Remains At 

Elevated Levels  

11-Dec-2017  
Dec 11 (Reuters) - Fitch :  
Fitch says total global negative-yielding 
sovereign debt remains at elevated levels 
despite ECB plan to reduce monthly asset 
purchases. 

Fitch says ongoing easing by ECB is likely having 

effects on global financial markets. 

Fitch says foreign investment has likely 
contributed to a rapidly flattening yield curve in 
U.S. 
Fitch says current low yield environment globally 
presents continued challenges for buy and hold 
fixed-income investors. 
Fitch says a flattening yield curve in U.S. 

presents difficulties for institutions dependent on 
maturity transformation, such as banks. 
Fitch says Eurozone GDP  growth in 2017 has 
exceeded Fitch's initial expectations and 
"momentum is expected to continue into 2018". 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 

 
 

Fitch: $9.7T of Neg Yielding Debt 

Despite Monetary Normalization  

12-Dec-2017  

ENPNEWSWIRE-(C)2017 ENPUBLISHING 
Release date- 11122017 - The total amount of 

global negative-yielding sovereign debt 
remains at elevated levels despite the 
European Central Bank's (ECB) plan to reduce 
monthly asset purchases amid improving 
economic fundamentals in the Eurozone, 
according to Fitch Ratings. 

As of Dec. 4, 2017, there was $9.7 trillion of 

negative-yielding sovereign debt outstanding, up 

from $9.5 trillion on May 31, 2017 and $9.3 
trillion one year ago. 
Eurozone GDP growth in 2017 has exceeded 
Fitch's initial expectations and momentum is 
expected to continue into 2018. Improving 
growth has led the ECB to plan to slow the pace 

of asset purchases to EUR30 billion per month 
beginning in January 2018. Fitch currently 
forecasts 2.3% and 2.2% GDP growth in 2017 
and 2018, respectively. However, these 

changes have not led to materially higher 
yields on government debt for short or long-
term maturities in the Eurozone. 

Total negative yielding debt in Europe has risen 

compared to about one year ago and six months 
ago. Much of this increase is attributable to the 
appreciation of the Euro relative to the US 
dollar, as Fitch states all debt in US dollar terms. 
Current yields in Japan and Europe are generally 

flat, or marginally lower in aggregate, compared 

to Nov. 28, 2016 and May 31, 2017. 

Ongoing easing by the ECB is likely having 
effects on global financial markets. ECB net 
purchases of public-sector debt securities have 
been roughly 3.5x the volume of net issuance on 
average in 2016 and 2017, forcing holders of 
Eurozone debt to purchase other assets, such as 

US treasury securities. While long-term yields in 
the US remain low, they remain well above core 
Eurozone yields that are near their 2017 lows. 
The spread between US and German 10-year 
government bond yields was just over 200bps 
on December 4. 
The current low yield environment globally 
presents continued challenges for buy and 
hold fixed-income investors with significant 
allocations to medium and longer-term 

sovereign debt. Maturing securities will continue 
to be reinvested in securities with little to no 
coupon income in Europe and Japan, hurting 
investment income and increasing duration risk, 
all else equal. In Germany, a bond originally 

with 10 years to maturity will come due in 
January 2018 with a coupon of 4%. If reissued, 
with a coupon at current market rates, the 
German bond will have a coupon of around 
30bps. Additionally, a flattening yield curve in 
the US presents difficulties for institutions 
dependent on maturity transformation, such as 

banks. 
Foreign investment has likely contributed to a 

rapidly flattening yield curve in the US. The 
Federal Reserve (the Fed) continues to raise the 
Fed Funds rate slowly, with another increase 
expected on December 13. The Fed recently 

began unwinding its $4.4 trillion balance sheet. 
Demand from yield-hungry investors overseas 
has applied downward pressure on US yields, 
keeping the 10-year treasury in a mostly flat 
trading range in recent months. Meanwhile, 
yields on shorter-term securities have risen 
rapidly, bringing the spread between benchmark 

2-year and 10-year US treasury securities to 
57bps on December 4, the tightest since before 
the financial crisis. This is despite the fact that 
US GDP growth has exhibited strong momentum 

and outperformance in 2017, similar to the 
Eurozone. 
All figures stated in this Fitch Wire are as of Dec. 

4, 2017 at close of market. 
For details on Fitch's methodology, please see 
Fitch's special report: Negative-Yielding 
Sovereign Debt (Global Total Falls Back to $10.9 
Trillion in September) (September 2016). 
 
Media Relations: Benjamin Rippey, New York, Tel: +1 
646 582 4588, Email: 
benjamin.rippey@fitchratings.com. 
Additional information is available on 
www.fitchratings.com. The above article originally 
appeared as a post 
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Decade of deterioration in government 

credit ratings set to end - S&P  

13-Dec-2017  
LONDON, Dec 13 (Reuters) - A decade-long, 

post-financial crisis deterioration in 
governments' credit ratings looks set to end 
in 2018, S&P Global said on Wednesday. 

Data from the rating agency showed there had 
been twice as many sovereign downgrades as 
upgrades on average over for the last decade 
and in 2017 so far. 
It has also pushed down average sovereign 
rating around the world by one notch over the 

past 10 years. It now stands at 'BBB-', just 
inside so-called 'investment grade', but the 
tide now looks to be turning. 
For the first time since March 2008, the 
balance of rating 'outlooks' - which give an 
indication of the direction of travel of a rating 
- is positive, albeit only minimally so. 

"This suggests that the slow but inexorable slide 
in sovereign ratings over the past decade may 
come to a halt in 2018," S&P's top sovereign 

analyst Moritz Kraemer said. 
"Potentially, we may even see a very mild 
recovery of the average rating. In this sense, 
2018 could be a watershed year." 
The shift comes against the backdrop of a global 
economic recovery which has been nurtured by 
unprecedented levels of monetary stimulus.  

Interest rates of many of the world's leading 

central banks are still close to zero. The balance 
sheet of the G4 central banks alone has 
quadrupled from pre-crisis levels to reach almost 
$16 trillion, approaching 20 percent of world 
GDP. 

Despite the brighter outlook for ratings globally, 
S&P cautioned that the recovery was likely to be 
uneven.  
Kraemer said even relatively small shifts back to 
advanced economies' securities by investors 
relative to their outstanding volume, can have a 
meaningful impact on some emerging markets. 

"Other things being equal, one can expect 
sovereigns more at risk of a capital flow reversal 

would be those that display a higher dependency 
on foreign savings (and thus capital inflows) to 
finance their economic models." 
Looking at a total of six different variables, he 
said those most at risk from monetary tightening 

are, in descending order, Venezuela, Bahamas, 
Mozambique, Montenegro, Turkey, Ethiopia, 
Pakistan, Kenya, Oman, and Sri Lanka.  
Among large emerging markets, Turkey appears 
the most exposed. It was among the original 
"Fragile Five" in 2013, when the U.S. Federal 

Reserve indicated it could soon start winding 
down its quantitative easing program.  
Among the other original five, South Africa, 
Indonesia, and India are "firmly in midfield", 

Kraemer added, while Brazil is now among the 
most resilient emerging economies.  
 
(Reporting by Marc Jones, Editing by William Maclean) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 

542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 

 
 

 


