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ASIA 
  

China 

IMF publishes new book on China's 

bond market  

14-Mar-2019  
WASHINGTON, March 14 (Xinhua) -- The 

International Monetary Fund (IMF) published 
a new book on China's bond market on 
Wednesday, saying that it "will play a critical 
role" in China's further integration into the 
global financial system. 
The book, titled "The Future of China's Bond 
Market," analyzes all of the major segments 
of China's bond market -- which it says is the 
world's third largest -- including sovereign 
bonds, corporate bonds and local government 
bonds. 

"In the context of China's global financial market 
integration and further capital market 
development, its bond market will play a critical 
role," reads the opening chapter of the book. 
IMF Managing Director Christine Lagarde said in 
a foreword to the book that the development of 

China's capital markets, the bond market in 

particular, will "play a crucial role in channeling 
resources to the most productive uses" as China 
moves forward with reforms and further opening 
up. 
Hailing the book as "a prime example of the 
close collaboration between China and the 
IMF," Lagarde said China's bond market, as it 
matures and opens up, "will become an 

important pillar in the global financial 
landscape." 

"Through our surveillance, policy advice, and 
capacity building efforts, the IMF has been a 
committed partner in China's successful journey 
of reform and opening up," the managing 

director said. 
The book says that given the country's 

increasing global footprint, the next decade will 
be driven by China's greater integration into the 
global financial system. 

The financial system in China, it says, "is likely 
to change" from its status quo of being "largely 
bank based." 
The book also cites the inclusion of Chinese 
bonds in global indices as "a milestone" in 

China's financial sector integration. "This will 
create big opportunities for both China and the 
world, but requires a good understanding of the 
bond market structure, its unique 
characteristics, and future reform areas." 
Starting in April, international financial 
information provider Bloomberg will include 

yuan-denominated government and policy bank 
securities into Bloomberg Barclays Global 
Aggregate Index, the company confirmed in 
January. The move is expected to promote the 
further opening up of China's bond market. 
The book was edited by IMF's senior resident 

representative for China Alfred Schipke, former 
deputy director of Asia and Pacific Department 
Markus Rodlauer, and Zhang Longmei, its 
deputy resident representative for China.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
 
 

Inclusion of China's bonds in global 

index "important milestone" 

14-Mar-2019  
WASHINGTON, March 13 (Xinhua) -- The 

expected inclusion of Chinese bonds in the 

Bloomberg Barclays Global Aggregate Bond 
Index next month is an "important milestone" 
in China's financial integration into the world 
economy, an International Monetary Fund 
(IMF) official said Wednesday. 

"That step both reflects the importance of those 
bonds in foreign portfolios and likely will 
encourage more purchases of those securities 
going forward," said Changyong Rhee, IMF's 

director of the Asia and Pacific department, at a 

book forum held in Washington D.C. 
In January, Bloomberg confirmed its decision 
to include renminbi (RMB) government bonds 
and policy bank bonds in the index beginning 
in April 2019. 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  3 

"This development follows the establishment in 

2017 of the so-called Bond Connect, which 

allows foreigners to enter the Chinese bond 
market, as well as the authorities' recent 
commitments to further develop and open the 
market," Rhee said in his opening remarks of the 
event. 
According to the government work report 

delivered last week, China will further open 
up its financial sectors and improve policies to 
open the bond market. 

"Bond market development and global 
integration will be beneficial for the allocation of 
resources within the Chinese economy -- and 
will spur greater asset diversification in China 
and globally," he said, adding that it could boost 

China's economic growth and strengthen 

financial stability. 
At the event held by the Center for Strategic 
and International Studies, a Washington-
based think tank, the IMF senior official 
highlighted the significance of financial sector 
reform, calling it "an important element of 
China's current transition from four decades 
of high-speed growth toward what is intended 
to be high-quality growth." 

Noting that the "reforms remain a work in 
progress," he said the process of developing and 
opening the bond market needs to be managed 
carefully in order to ensure financial stability. 
Rhee suggested China, among other things, 
improve corporate governance, which means 

providing timely and reliable information for the 

capital markets, especially on corporate 
performance and outlook. 
Clear lines of communications about the 
direction of policy also would be greatly 
beneficial, especially in terms of reducing market 
volatility, he said. 
The IMF senior official lauded the efforts by the 

People's Bank of China, which has been "holding 
more frequent press conferences and providing 
more real-time information in English."  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
 
 

India 

India central bank's liquidity gambit 

may succeed where rate cut failed  

14-Mar-2019  
• RBI plans 3-year dlr/inr swap auction 
for $5 bln on March 26 
• Move to boost liquidity, prevent sharp 
fx rate spike -traders 
• Will help credit-starved shadow banks 
-bankers 

By Suvashree Choudhury 
MUMBAI, March 14 (Reuters) - The Reserve 

Bank of India's $5 billion plan to swap rupees 

for dollars with domestic banks will help 
achieve its twin objectives of pushing interest 
rates down while also preventing a sharp 
appreciation in the rupee, analysts said on 

Thursday.  

In a bid to mop up dollars and pump in rupees, 

the central bank said on Wednesday it will 

conduct its first dollar/rupee buy-sell swap 
auction on March 26, analysts said. 
"In order to meet the durable liquidity needs 
of the system, the Reserve Bank has decided 
to... inject rupee liquidity for longer duration 
through long-term foreign exchange buy/sell 
swap," the RBI said. 

Aside from easing cash conditions in the banking 
system, the swap would increase cash available 
to borrowers during a tight re-election race for 
Prime Minister Narendra Modi's government.  
"This will achieve multiple objectives including 
bringing down short-term interest rates for 
borrowers, helping the RBI to mop up lump sum 

amounts of dollars at one go, infusing liquidity 
and preventing any sharp appreciation in the 
rupee in face of a strong pipeline of flows in the 
near term," said A. Prasanna, head of fixed 
income research at ICICI Securities. 
Despite cutting its key policy rate last month, 
the RBI has struggled to get banks to reduce 
lending rates due to tight cash conditions and 

high deposit rates. 

Economic growth has slumped to its lowest level 
in five quarters, posing a challenge for Modi as 
he seeks a second term in elections set to be 
held in April and May. 
The RBI move could increase fund flows to 
credit-starved shadow banks which accounted 

for a third of new loans until September 2018, 
when debt defaults by an infrastructure lender 
hit the sector, bankers and analysts said. 
Despite several measures by the government 
and RBI to ring-fence weak financial institutions 
and relax funding lines for non-bank finance 
companies, banks and mutual funds are 

reluctant to lend to this sector, adding to the 
economic slowdown. 
The RBI's measure is likely to prod reluctant 
bankers to cut lending rates as funding 
conditions improve. 
"To the extent RBI is infusing money, if that 

money stays in the system and overall liquidity 
improves, then there will be scope to lower 

lending rates," said Parthasarathi Mukherjee, 
managing director and CEO at private lender 
Lakshmi Vilas Bank. 
EYE ON MARKETS  
After the RBI announcement, the rupee 
weakened to as much as 69.78 to the dollar, 

while the one-year forward premium on the 
unit in dollar-rupee forward contracts fell to 
3.63 from 3.89.  

The 10-year benchmark bond yield was up two 
basis points to 7.57 percent as the move 
reduced expectations for bond purchases by the 
central bank, traders said. 
Under the arrangement, banks can offer to swap 

dollars for rupees with the RBI at a premium set 

by the auction process, which could lower 
hedging costs for the lenders, traders said. 
Traders said such a large swap auction could 
also be aimed at keeping the rupee from rising 
sharply on large dollar inflows from deals such 

mailto:Publicdebtnet.dt@tesoro.it
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as ArcelorMittal's nearly $6 billion bid for Essar 

Steel. 

"Apart from a liquidity measure, this is also a 
forex move," said a trader at a foreign bank. 
"The RBI is proactively taking steps given that 
there are so many private equity and acquisition 
deals in the pipeline." 
 
($1 = 69.5900 Indian rupees) 
(Reporting by Suvashree Dey Choudhury; editing by 
Darren Schuettler) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et )) 
(c) Copyright Thomson Reuters 2019.  
 
 

India Bond Houses Suggest Fin Min 

Frontloading Of Borrowing In Next FY   

14-Mar-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Mar 14) -- India's government bond 

market makers have suggested finance 
ministry that 55% to 60% of gross borrowing 
to be done in the first half of the next fiscal 
year that starts Apr. 1 and to borrow more 

through shorter tenure bonds, three traders 
said.  

“It was a feedback meeting (today), and primary 
dealers have suggested to frontload 55%-60% 

of gross borrowing in the first half and the 
duration should be dominated by shorter-tenure 
papers,” one of the traders told NewsRise. 
“Apart from the frontloading bit, there were 

other suggestions as to widen the tenor of 
issuances in two-year to six-year part, instead of 
the usual single-tenor issuance.”  
The government proposes to borrow gross 7.10 
trillion via bonds in the next financial year to 
meet a budget deficit target of 3.4% of gross 

domestic product. The finance ministry officials 
will meet on Mar. 26 to discuss the borrowing 
calendar for the first six months of the next 
fiscal year that starts Apr. 1, a government 
official said today.  

“Traders have also sought clarity on open 
market purchases from the central bank and 

suggested that clarity on the same would help 
boost demand for debt papers,” another trader 
said.  
The RBI has so far bought bonds worth 2.86 
trillion rupees and is purchasing 125 billion 
rupees of notes today.  

However, traders have turned skeptical about 
continuation of more open market purchases 

after the RBI yesterday announced that it will 
inject rupee liquidity for the longer duration 
through dollar-rupee buy/sell swap. The swap 
auction of $5 billion for tenor of three years will 
be held on Mar. 26. 

“More issuance at the short-end would ease the 
supply pressure as the belly and long-end of the 

curve is already elevated and more supply at 
that front would further lead to rise in yields,” 
the trader said.  

 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Government pins hope on sukuk to 

deepen financial market  

08-Mar-2019 22:24:17  
Riska Rahman, The Jakarta Post, Jakarta 
The government is hoping that Indonesia's 
huge Muslim population will boost demand for 
its sharia-compliant debt paper, also known 
as sukuk, and help develop the financial 

market. 

It recently issued its latest retail sukuk called 
the SR-011, which offers a yield of 8.05 percent 
annually. The yield, however, is slightly lower 
than the 8.15 percent offered in the previous 
sukuk issuance, the ST-003. 
The government decided to set a lower yield as 

the financial market is bullish despite Bank 
Indonesia keeping its benchmark interest rate -- 
the seven-day reverse repo rate -- at 6 percent 
and the United States Federal Reserve adopting 
a dovish stance this year. 
"The bullish market prompted bond yields to 
go down, resulting in the return on the retail 
sukuk falling as well," said Luky Alfirman, 

director general of financing and risk 
management at the Finance Ministry. 

The lower return, he said, would ease the 
burden on the state budget. 
Aside from lowering the yield, the government 
set a lower target for the issuance as it expects 
to rake in at least Rp 10 trillion (US$698.5 
million), only half of the target of Rp 20 trillion 

in 2017, when it issued the SR-009 series. 
However, Luky said he was hopeful that the 
latest sukuk series, the last offer date of which is 
scheduled for March 21, would exceed its target 

in order to help plug the state budget deficit. 
Bank Mandiri quantitative analyst Reny Eka Putri 

told The Jakarta Post that Luky's optimism would 
most likely prove well founded as the previous 
issuances of retail bonds managed to reap more 
money than the government's indicative target. 
For example, the conventional retail saving bond 
of SBR005 managed to book Rp 4 trillion from 
retail investors, while the sharia-compliant ST-

003 booked a total of Rp 3.13 trillion. Both of 
those notes exceeded their indicative target of 
Rp 2 trillion each. 
"The current market condition is quite 
favorable for the sukuk as macroeconomic 
conditions are far better than last year," she 
added. 

This year, she said, the market was moving 

toward a bullish state where the rupiah, the 
Jakarta Composite Index -- the main gauge of 
the Indonesia Stock Exchange (IDX) -- and bond 

mailto:Publicdebtnet.dt@tesoro.it
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market were a lot stronger than last year as a 

result of stable global conditions. 

Aside from plugging the deficit, Luky said the 
issuance of the retail sukuk was expected to 
help widen Indonesia's retail investor base and 
reduce the dependence on foreign funds to 
finance the state budget. 
He hoped that the sukuk issuance could increase 

activities in Indonesia's financial market, 
particularly the sharia-compliant sector. 
The growing popularity of sukuk in the global 
financial market and Indonesia being the 
largest Muslim-majority country inspired the 
government alongside House of 
Representatives to issue a law on sharia-
compliant sovereign debt papers in 2008. 

Since then, the sukuk market has grown rapidly 

with the government issuing sovereign sukuk, 
regular retail sukuk and project-based sukuk. 
Most recently, Indonesia listed a total of $2 
billion of global regular and green sukuk at the 
Singapore Stock Exchange and NASDAQ Dubai 
in the United Arab Emirates. 
Corporations have also joined the trend by 

issuing sukuk to fund their expansion or 
refinance their debts, such as telecommunication 
companies XL Axiata and Indosat, both of which 
have listed their sukuk on the IDX. 
Nonetheless, Reny of Bank Mandiri said, the 
sukuk market in Indonesia was not growing as 

fast as its conventional 
counterpart, as corporations and most 

Indonesian investors were still unfamiliar with 
the instrument. 
That was why she thought that the government, 
along with banks and financial services firms as 
sukuk distribution agents, should promote and 

raise greater awareness about the instrument, 
particularly in the eastern part of the country. 
"This product [sukuk] has great potential, not 
only because it's interesting for Muslims but also 
for domestic investors in general as sukuk offer 
more choices for them and they deepen our 
financial market," she said. 

 
Copyright (c) 2019 The Jakarta Post 
 
 

Fitch Affirms Indonesia at 'BBB'; 

Outlook Stable  

14-Mar-2019  
Fitch Ratings-Hong Kong-March 14: Fitch 

Ratings has affirmed Indonesia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'BBB' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Indonesia's ratings balance a favourable GDP 
growth outlook and a small government debt 
burden with external challenges including a 
strong dependence on external sources of 
financing, low government revenue, and 
several structural indicators that remain 
below those of rating peers. 

Indonesia's GDP growth outlook continues to be 
strong relative to its peers, even though Fitch 

forecasts a slight deceleration to 5.0% in 2019 

from 5.2% in 2018. Fitch expects domestic 

demand to remain resilient, while exports are 
likely to remain subdued in an environment of 
slowing global demand. Consumption and 
investment continue to underpin growth. 
Consumption is benefitting from a civil servant 
salary bonus and a 30% rise in the social 

assistance bill. Investment growth is supported 
by large infrastructure projects by state-owned 
enterprises (SOEs). 
Indonesia has benefitted from improved global 
risk appetite towards emerging markets 
following the US Fed's shift to more dovish 

monetary policy communication late last year. 
The country is strongly dependent on foreign 
portfolio financing, since about 37% of local-
currency government debt securities are held 
abroad, and FDI inflows in 2018 remained at 
just USD22 billion (2.1% of GDP), despite the 
strong reform effort of recent years. 
Dependence on capital inflows has increased due 
to a widening of the current account deficit over 
the past year to 3.0% of GDP in 2018, causing 

the basic balance to turn negative, from a 
surplus as recently as end-2017. 
Despite the respite in international financial 
markets, renewed bouts of market turmoil 
cannot be ruled out if the US Fed resumes 
tightening monetary policy later in the year, as 

Fitch expects. Indonesia's sovereign credit 
fundamentals should be resilient to substantial 

exchange rate volatility, provided the fallout 
does not involve a significant rundown in 
foreign-currency reserves. Indonesia's low 
government debt burden compared with its 
peers would provide a cushion, while large banks 

are also resilient to significant stress. 
Capital inflows in recent months have 
facilitated a partial rebuilding of Bank 
Indonesia's (BI) foreign-reserve buffers that 
were eroded in part by significant foreign-
exchange interventions to contain rupiah 

fluctuations in 2018. Foreign reserves fell by 
USD17 billion between January and September 
2018, to a low of USD115 billion, but recovered 

to USD123 billion in February 2019, equal to 5.5 

months of current account payments and slightly 
above the current peer median of 4.9 months. 
Fitch expects headline inflation to average 3.4% 
in 2019, towards the mid-point of BI's inflation 
target range (3.5% +/-1pp). After cumulative 
175bp of central-bank rate increases in 2018, 

Fitch expects policy rates to remain stable at 
6.0% through 2020. This would be in line with 
BI's aim to strengthen external stability by 
controlling the current account deficit and to 
maintain the attractiveness of Indonesian 
financial assets. The central bank is more likely 

to ease macro-prudential measures in the 
meantime, in Fitch's view. 
Fiscal deficit reduction in a year before 
elections underscores Indonesia's generally 

conservative approach to fiscal policy. The 
fiscal deficit narrowed to 1.8% of GDP in 2018 
from 2.3% in 2017, in large part due to strong 
revenue growth from several quarters of high 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  6 

commodity prices, as well as efforts to improve 

tax collection. Indonesia's government debt is 

low at an estimated 29.8% of GDP in 2018. 
Fitch expects the government debt ratio to 
remain broadly stable in the next few years 
and assumes the next government will also 
adhere to a self-imposed deficit ceiling of 3% 
of GDP. 

SOEs have been leveraging up their balance 
sheets considerably since mid-2017, as a result 

of their important role in the government's 
infrastructure programme. The gross combined 
debt of SOEs rose by almost a third in nominal 
terms and by 1pp of GDP in the 12 months 
through September 2018 to 5.5% of GDP. The 
balance sheets of government-owned PT 
Pertamina (Persero) (BBB/Stable) and PT 

Perusahaan Listrik Negara (Persero) 
(BBB/Stable) have been negatively affected by 
implicit subsidies on some goods, for which 
administrative energy prices remained well 
below global prices. 
Fitch considers banking-sector related risks to 
the sovereign as limited, given a strong 
capital-adequacy ratio, at 22.9% in December 

2018, and private credit represents a small 

proportion of GDP, at just 36%. Foreign-
currency loan exposure for Indonesian banks 
accounts for around 15% of total loans, although 
direct foreign-currency assets and liabilities are 
generally well-matched or hedged, and some 
liabilities relate to funding from banks' foreign 

parents. 
Indonesia is less developed on a number of 
metrics than many peers and its credit profile 
continues to exhibit some structural 
weaknesses, notwithstanding improvements 
from the implementation of reforms in the past 
few years. There is little indication in Fitch's view 

that the presidential and parliamentary elections 
on 17 April 2019 will lead to major changes in 
the direction of economic policy. 
Average per capita GDP is low at USD3,903, 
compared with the 'BBB' range median of 
USD10,704, and governance remains weak, 

compared with rating category peers, as 
illustrated by a low World Bank governance 

indicator score in the 46th percentile, although 
this improved from 42nd two years ago ('BBB' 
median: 59th percentile). 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Indonesia 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, individually or 
collectively, could trigger positive rating action 
are: 
• Strengthening of external finances, for 
instance, by an increase in foreign-exchange 

reserves, diversification away from commodities, 
and lower dependence on volatile portfolio flows. 
• Continued improvement of structural 
indicators, such as governance standards. 
• An improvement in the government 
revenue ratio, for example, from better tax 

compliance and a broader tax base. 
The main factors that, individually or 
collectively, could trigger negative rating action 

are: 
• A sharp and sustained external shock to 
investor confidence, leading to a decline in 
foreign-exchange reserves. 

• A material increase in the overall public 
debt burden, for example resulting from 
relaxation of the budget deficit ceiling. 
• A weakening of the policy framework 
that could undermine macroeconomic stability. 
KEY ASSUMPTIONS 
• The global economy performs broadly in 

line with Fitch's Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'BBB'; Outlook Stable 

Long-Term Local-Currency IDR affirmed at 
'BBB'; Outlook Stable 

Short-Term Foreign-Currency IDR affirmed at 
'F2' 
Short-Term Local-Currency IDR affirmed at 'F2' 
Country Ceiling affirmed at 'BBB' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'BBB' 
Issue ratings on long-term senior unsecured 

local-currency bonds affirmed at 'BBB' 
Issue ratings on Perusahaan Penerbit SBSN 
Indonesia III global certificates (sukuk) affirmed 
at 'BBB' 
 
Media Relations: Peter Hoflich, Singapore, Tel: +65 
6796 7229, Email: peter.hoflich@thefitchgroup.com; 
Wai-Lun Wan, Hong Kong, Tel: +852 2263 9935, 
Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

ADIB role in landmark Indonesia 

sovereign green sukuk recognized at 

IFR Asia awards   

14-Mar-2019  
Abu Dhabi Islamic Bank (ADIB) has been 
recognized through two prestigious awards 
for its role in arranging a landmark $3 billion 
dual-tranche sovereign sukuk issuance for the 
Republic of Indonesia, including a "green" 
tranche for financing sustainable projects ? 
the world's first green sukuk 

The transaction, concluded in February 2018 
won the International Finance Review (IFR) Asia 

mailto:Publicdebtnet.dt@tesoro.it
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awards for the Socially Responsible Investing 

(SRI) Capital Markets issue of the year and 

Islamic issue of the year. 
ADIB acted as a Joint Lead Manager and 
bookrunner for the dual tranche Sukuk, which 
included a US$1.25 billion five-year Green 
Sukuk tranche and a $1.75 billion 10-year Sukuk 
tranche. Both tranches drew strong demand, 

with the Green Sukuk sold at a coupon of 3.75 
percent, and the 10-year Sukuk sold at 4.4 
percent. 
"ADIB is expanding its corporate and investment 
banking business through high profile 
international mandates, at a time when the 

global sukuk market is deepening, as 
governments and companies seek to tap 
investors that embrace ethical, socially 

responsible finance and shariah principles," said 
Amir Riad, Head Corporate Finance and 
Investment Banking at ADIB. 
Indonesia's sovereign Green Sukuk hit a 
"sweet spot", tapping a significant pool of 

capital held by investors looking for Shariah-
compliant vehicles, and also appealing to 
ethics-minded investors that were more than 
willing to finance renewable energy projects. 
I expect more innovative deals such as this in 
the coming years." 

ADIB's other recent deals include acting as a JLM 
and bookrunner on Senaat debut US$300m 5yr 
Sukuk, Al Dar US$500m 7yr Sukuk, Tabreed 

debut US$500m 7yr Sukuk, NMC debut 

US$400m 5yr as well as ADIB tier-one perpetual 
sukuk that complies with Basel III regulatory 
framework. 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
 
 

Bank Indonesia - Indonesia’s External 

Debt Remains Controlled  

15-Mar-2019  
Indonesia's external debt at the end of 
January 2019 remains controlled with healthy 

structure. The position of Indonesia's external 

debt at the end of January 2019 was USD383.3 

billion, consisting of government and central 
bank's debt of USD190.2 billion, and private 
including state-owned enterprises' debt 
amounting to USD193.1 billion. The external 
debt position increased by USD5.5 billion 

compared to the previous month due to net 
withdrawals of external debt and the 
strengthening rupiah against US dollar resulted 
in bigger rupiah debt held by foreign investors in 
term of US dollar. Annually, Indonesia's external 
debt at the end of January 2019 grew 7.2% 
(yoy), relatively stable compare to the previous 

month's growth in line with increasing in 
government's external debt growth, amid 
sluggish private's external debt growth.  
Government's debt slightly increased in 
January 2019. The government debt position 
in January 2019 stood at USD187.2 billion or 
grew 3.7% (yoy), higher than 3.1% (yoy) in 
the previous month. The external debt growth 
was mainly influenced by inflows of foreign 

investor funds in the Government Securities 
(SBN) market in January 2019, which showed 

an increase foreign investor confidence in the 

Indonesian economy. The increase in 
government's external debt position provides a 
greater opportunity for the government to 
finance state expenditure and government 
investment. Priority sectors financed by 
government's external debt include human 

health and social work activities sector, 
construction sector, education sector, public 
administration and defence compulsory social 
security sector, and financial and insurance 
services sector.  
Private's external debt slowed in January 
2019. The position of private external debt 
increased by USD1.5 billion or grew 10.8% 

(yoy), slowing from 11.5% (yoy) in the 

previous month. The slowdown was mainly due 
to the decelerating external debt in the 
manufacturing sector and financial and 
insurance services sector. Meanwhile, the 
growth of external debt in the mining sector and 
electricity, gas, and water supply sector 

increased compared to the previous month's 
growth. Share of external debt in those four 
economic sectors to total private's external debt 
reached 74.1%.  
The structure of Indonesia's external debt 
remains healthy. This is reflected in, among 
others, the ratio of Indonesia's external debt 
to Gross Domestic Product (GDP) at the end of 

January 2019 was around 36%. This ratio was 
still in the range of the average country peers. 
In addition, the structure of Indonesia's external 
debt remained dominated by long-term external 
debt amounting to 86.2% of total external debt. 
Bank Indonesia and the Government continue to 
coordinate to monitor the development of 

external debt and optimize its role in supporting 
development financing, without creating risks 
that can affect economic stability. 
As of the publication of March 2019, 
improvements have been made by reallocating 
Government External Debt in the government 
public administration and defence compulsory 

social security sectors.  

 
(C) Copyright 2019 - Bank Indonesia 
 
 

Kazakhstan 

S&P Says Kazakhstan 'BBB-/A-3' 

Ratings Affirmed; Outlook Stable  

08-Mar-2019 22:23:38  
March 8 (Reuters) -  
S&P says Kazakhstan 'BBB-/a-3' ratings 

affirmed; outlook stable. 

S&P says it expects Kazakhstan to maintain its 

strong net general government and external 
asset positions through 2022. 
S&P says stable outlook reflects expectation 
that, over the next two years, Kazakhstan's 
government and external balance sheets will 

remain robust. 
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(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. Click For 
Restrictions - 
https://agency.reuters.com/en/copyright.html 
 
 

Philippines 

Philippines cuts 2019 GDP growth 

target, cites budget squabble  

13-Mar-2019  
• Govt target for 2019 GDP growth had 
been 7-8 pct 
• Inflation target changed to 3-4 pct, 
from 2-4 pct 
• 'Immediate passage' of budget needed 
– chief planner 

• Finmin: Budget delay 'dragging on too 
long' 

By Enrico Dela Cruz 
MANILA, March 13 (Reuters) - The Philippines 

on Wednesday cut its 2019 GDP growth target 
to 6-7 percent, from 7-8 percent, citing a 
delay in final legislative approval of the 
budget, and the economic planning chief said 
growth might fall to below 5 percent. 

The government's economic team also raised its 

inflation target for this year, to 3-4 percent 
instead of 2-4 percent, and trimmed the 2020 
growth target to 6.5-7.5 percent from 7-8 

percent. 
The team kept unchanged its assumption that 
the peso will have an exchange rate of 52-55 
against the dollar from now through 2022.  

Finance Secretary Carlos Dominguez told 
reporters the reduced GDP growth targets 
reflected the absence of a 2019 government 
budget and the trade dispute between the 
United States and China, key Philippine trading 
partners.  

Squabbling between the Senate and the House 
of Representatives over allegations of fund 
realignments in the already ratified 2019 budget 
has delayed signing of the budget bill by 
President Rodrigo Duterte. 

As a result, the government is operating on last 
year's budget. 

"We are really concerned that this delay is 
dragging on too long," Dominguez said. "For the 
first quarter of the year, the fact that we did not 
have the budget we presented meant that we 
had 46 billion pesos ($873.2 million) less to 
spend." 
MILD EL NINO TOO  

Earlier on Wednesday, Socioeconomic Planning 
Secretary Ernesto Pernia said the economy may 
grow by as little as 4.2-4.9 percent this year if 
the delay in full approval of the budget 
continues. 
He said the growth target this year also takes 

into account the impact of a "mild" El Nino 
phenomenon on agricultural output. 
Last year, the Philippine economy expanded 6.2 
percent. 
Pernia said the budget impasse is hurting the 

government's ability to execute programs and 

pursue infrastructure and other projects. 

"Thus we call for the immediate passage of the 
2019 budget. The longer we wait, the more 
adverse the effect will be," he said. 
Leaders of the two Congress chambers met with 
Duterte on Tuesday night about the budget issue 
but failed to settle their dispute. 

Duterte would not intervene in the squabble but 
he had urged the lawmakers to break the 
stalemate, his spokesman Salvador Panelo said. 
"There is a budget impasse due to some 
constitutional questions raised by both 
chambers. Only Congress can resolve and 
break this impasse," Panelo said in a 
statement, without elaborating. 

The government's change in the 2019 inflation 

forecast may impact views on monetary policy 
this year.  
A significant decline in the inflation rate, which 
was well above the central bank's 2-4 percent 
target for parts of 2018, and other factors have 
led to some hopes interest rates will be reduced. 

The new central bank governor, Benjamin 
Diokno, citing cooling inflation, said on Tuesday 
there is room to ease monetary policy and raised 
the possibility of several cuts this year in the 
amount of cash that banks must hold as 
reserves. 
 
($1 = 52.6820 Philippine pesos) 
(Reporting by Enrico dela Cruz; Editing by Richard 
Borsuk) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Singapore 

Singapore rethinks infra bonds  

11-Mar-2019  
By Kit Yin Boey 
SINGAPORE, March 11 (IFR) - Singapore's 

central bank is looking at ways to encourage 
more bond issuance from statutory boards, as 
the city state tries to shift a greater share of 
infrastructure funding towards the public debt 
markets. 

The Monetary Authority of Singapore is leading 
discussions with banks and statutory boards on 
the initiative, which could shake up the local 
bond market, IFR has learned.  
Sources say the talks are still at a very 
premature and exploratory stage, but may lead 
to a standardisation of the way statutory boards 

hire underwriters for their bond issues and the 
issuance processes themselves. 
More public agencies are exploring plans to 
sell bonds as part of a government push for 
state-owned companies and statutory boards 
to raise funds for major infrastructure needs 

on their own. This will likely lead to less 
issuance of Singapore government securities, 

helping the government balance its fiscal books. 
Based on discussions held so far, bankers are 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  9 

expecting MAS to come out with standard 

guidelines for statutory boards to issue requests 

for proposals to banks. A draft panel of banks, 
which can bid for the RFPs, is also believed to be 
slowly taking shape. 
The panel list to date includes the three local 
banks – DBS, OCBC and UOB – as well as HSBC 
and Standard Chartered, two foreign banks 

which have extensive operations in Singapore. 
Three Malaysian banks – CIMB, Malayan Banking 
and RHB – are likely to be included as are at 
least two banks from China – Bank of China and 
ICBC. Sources said the final list could range from 
10 to 15 banks. 

Such a list will come in handy for statutory 
boards in the midst of preparing maiden forays 
into the bond market. Potential issuers include 

National Environment Agency, Maritime and Port 
Authority, Changi Airport Group and Singapore 
Land Authority. 
These agencies will join regular issuers Housing 

and Development Board and Land Transport 
Authority. 
HDB makes four to five visits to the bond market 
each year, raising an average of over S$3bn 
(US$2.2bn) annually. It has sometimes come to 
market at times of market volatility, including on 
the day of the Brexit vote result in 2016, making 

pricing a challenge for syndicate banks. 
“MAS has a better overall sense of money and 
fund flows in the global markets, and has a 
pulse on the macro stuff, so statutory boards will 

benefit from it overseeing the timing and 
appointing banks on various bond offerings,” 

said one syndicate banker. 
NOT CREATED EQUAL 
Some bankers said it was less clear whether 
the planned guidelines could prove 
constraining for the frequent issuers which 
have their own, differing strategies in 
selecting banks for their bond sales. 

“Not all statutory boards are equal,” said one 
DCM banker. “HDB and LTA are larger 

organisations and they serve a strategic purpose 
for the government, while other agencies are 
smaller and their strategic value is less clear. 
Government guarantees will be beneficial for the 

latter group but not necessary for the larger 
ones.” 
The central bank’s moves to streamline issuance 

procedures come at a time when the 
government is pushing statutory boards and 
government-linked companies to raise funds on 
their own. Massive infrastructure outlays are 
pushing total public expenditure to S$80.3bn 
(US$60bn) this year, 1.6% more than in 2018.  
Government guarantees are being explored to 

facilitate infrastructure spending, but no such 
wrap has so far been granted for bond sales. 
Finance Minister Heng Swee Keat announced in 
his February budget speech that Changi Airport 

Group, which is building the airport's terminal 5 
and adjoining areas, will take out bank loans, for 

which the government is planning to grant 
guarantees.  
“The government also wants to give 
international exposure to the statutory boards, 

but is mulling reducing liquidity in Singapore 

government securities,” said another banker.  

“But that does not make sense. Yes, statutory 
boards are perceived as proxies for the 
sovereign, but foreign investors are just not 
interested in these agencies because their bonds 
are not as liquid as the SGS.” 
The current lukewarm overseas interest in 

statutory boards is reflected in the sale of HDB 
bonds. In a couple of rare instances over the 
past years, the public housing agency has sold 
10%–20% of a new issue to foreign investors, 
but generally the overseas allocation is 
negligible, said syndicate bankers.  

“There is no point marketing to foreign 
investors,” said an international syndicate 
banker. “We had checked overseas appetite, in 

Hong Kong for instance, and there is very 
limited interest. They (overseas funds) have no 
mandate for Singapore dollar assets.”  
 
(This story appeared in the March 9 issue of IFR Asia 
magazine 
Reporting by Kit Yin Boey; Editing by Daniel Stanton 
and Vincent Baby) 
(( kityin.boey@thomsonreuters.com ; +65 64174549; 
Reuters Messaging: 
kityin.boey.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Korea 

IMF says South Korea should draw up 

supplementary fiscal budget  

12-Mar-2019  
SEOUL, March 12 (Reuters) - The International 

Monetary Fund said on Tuesday that South 
Korea should draw up an extra fiscal budget 
to support an economy facing risks from 

sluggish investment and global trade risks.  

"The authorities should provide more fiscal 
stimulus through a supplementary budget, with 
measures that promote potential output," IMF 
mission chief Tarhan Feyzioglu told a news 
conference.  

Feyzioglu said risks are tilted toward the 
downside as growth is moderating amid weak 

inflation and vanishing jobs. 
 
(Reporting by Cynthia Kim, Yuna Park 
Editing by Jacqueline Wong) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5655; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sri Lanka 

Fitch Ratings Says Sri Lanka Taking 

Steps to Reduce Fiscal and Economic 

Risks  

11-Mar-2019  
March 10 (Reuters) -  
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Fitch ratings: Sri Lanka taking steps to reduce 
fiscal and economic risks. 

Fitch says Sri Lanka's external liquidity position 

also remains weak. 
Fitch says fiscal finances will remain a key 
weakness in Sri Lanka's credit profile. 
Fitch says remain risks to Sri Lankan 
government's fiscal projections, which would 
rise if approach of presidential election 
triggers renewed political tensions. 

Fitch says Sri Lanka government reinforced 
commitment to medium-term debt management 
strategy & still expect deficit & government debt 
ratios to continue declining. 
Fitch says Sri Lanka's external liquidity position 
remains weak as sovereign's foreign currency-
denominated debt payments between 2019-

2022 amount to $20.9 billion. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Fitch Assigns Sri Lanka's USD Bonds 

Final 'B' Rating   

14-Mar-2019  
Fitch Ratings-Hong Kong-March 13: Fitch 

Ratings has assigned a final rating of 'B' to 
the following bonds issued by Sri Lanka on 7 
March 2019: 
• USD1 billion 6.85% bond due 2024 
• USD1.4 billion 7.85% bond due 2029 

This replaces the expected rating of 'B (EXP)' 

that Fitch assigned on 6 March 2019. 
KEY RATING DRIVERS 
The ratings are in line with Sri Lanka's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) of 'B' with a Stable Outlook. 
RATING SENSITIVITIES 

The ratings would be sensitive to any changes in 
Sri Lanka's Long-Term Foreign-Currency IDR. 
Fitch downgraded Sri Lanka's Long-Term 
Foreign- and Local-Currency IDRs to 'B' from 
'B+', with a Stable Outlook, on 3 December 
2018. 
 
Media Relations: Bindu Menon, Mumbai, Tel: +91 22 
4000 1727, Email: bindu.menon@fitchratings.com; 
Leslie Tan, Singapore, Tel: +65 6796 7234, Email: 
leslie.tan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Thailand 

Fitch Ratings: Run-up to Thai Election 

Highlights Political Tensions  

14-Mar-2019  
Fitch Ratings-Hong Kong/Singapore-March 13: 
Developments in the lead-up to Thailand's 
election on 24 March underscore the political 
cleavages that persist as the country returns 

to civilian rule, says Fitch Ratings. We noted 

political uncertainty around the transition as a 
constraint to Thailand's 'BBB+' rating in our last 

rating review in December. As such, the rating 

already takes into account a sizeable degree of 

political risk. Renewed disruptions could have a 
material rating impact if we assessed that they 
were on a scale sufficient to have a negative 
effect on Thailand's economic outlook. 
Thailand's politics have been dominated over 
the last two decades by tensions between 
parties aligned with former Prime Minister 

Thaksin Shinawatra, which derive their 
support from rural areas, and political parties 

with strong urban support. These divides have 
sparked a number of disruptive political 
demonstrations in Bangkok during 2006-2014 
including coups against the government. There 
has been no major unrest since the latest period 
of military rule began in 2014, but political 

fissures remain and could re-intensify after the 
return to civilian rule. 
The Constitutional Court last week dissolved the 
Thai Raksa Chart Party, which had ties to 
Thaksin. The decision was based on the court's 
view that the party's nomination of Princess 

Ubolratana Mahidol as its candidate for prime 
minister was in violation of the constitution. 
Our baseline expectation of smooth elections 
remains. However, the election outcome is 
highly uncertain. Moreover, risks of renewed 
political instability during the return to civilian 
rule are elevated, and may have been 

exacerbated by the events of the last month. 
Thailand's economy has been performing well 
heading into the elections. The economy 
expanded by 4.1% in 2018, its fastest pace 

since 2012. Trade data showed weaker net 
exports in January and slowing external demand 
is likely to weigh on economic growth over the 
coming year. However, we expect robust 

domestic activity, particularly household 
consumption, to support growth of 3.7% in 
2019. We also forecast that slowing exports and 
strong domestic demand will narrow the current 
account surplus to 5.7% in 2019 from 7.5% in 
2018, but this would still be high relative to 
'BBB' peers. 

Investor reaction to recent developments has 
been muted, with only modest swings in equity 

and currency markets, and political uncertainty 
does not appear to be undermining growth or 
investment. However, a smooth political 
transition could potentially further support 

investment and growth. Past periods of 
instability have led to short-term shocks, and 
periodic political volatility has weighed on long-
term growth prospects by limiting the 
government's ability to maintain policy 
continuity and implement structural economic 
reforms. 

Our 'BBB+' sovereign rating for Thailand 
incorporates a -1 notch for uncertainty and risks 
in the political environment, effectively lowering 

it from an 'A-'. Our sovereign rating model also 
gives a large weight to the World Bank's 
Governance Indicator, on which Thailand scores 
low due to its history of political instability. 

These factors are offset by Thailand's sound 
economic fundamentals, particularly the 

mailto:Publicdebtnet.dt@tesoro.it
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strength of its external and fiscal positions, 

which provide a buffer in the sovereign credit 

profile against political shocks. 
 
Media Relations: Peter Hoflich, Singapore, Tel: +65 
6796 7229, Email: peter.hoflich@thefitchgroup.com; 
Leslie Tan, Singapore, Tel: +65 6796 7234, Email: 
leslie.tan@thefitchgroup.com; Wai-Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

United Arab Emirates 

UAE to set up debt management office, 

seek sovereign rating  

11-Mar-2019  

ABU DHABI, March 11 (Reuters) - The United 

Arab Emirates' Finance Ministry will set up a 
federal debt management office this year and 
will seek a sovereign rating for the Gulf state, 
an undersecretary of the ministry said on 
Monday.  

"We want to be rated. It all depends on what 
we’ll be agreeing with the central bank," Younis 
Haji al-Khoori said, adding no rating agency had 

been appointed yet. "There is no immediate 

need for issuance of federal bonds."  
 
(Reporting by Stanley Carvalho Editing by Edmund 
Blair) 
(( aziz.elyaakoubi@thomsonreuters.com ; 
+971552994086; Reuters Messaging: 
aziz.elyaakoubi.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Bosnia 

S&P Says Bosnia And Herzegovina 

Outlook Revised To Positive On Solid 

Growth And Fiscal Outcomes At 'B' 

Level  

08-Mar-2019 23:43:45  
March 8 (Reuters) - S&P: 
S&P says Bosnia and Herzegovina outlook 
revised to positive on solid growth and fiscal 
outcomes at 'B' level. 

S&P says Bosnia and Herzegovina's economy 
has proven itself more resilient to ongoing 
political tensions than we had previously 

expected.. 

S&P says see potential for upward pressure on 
Bosnia and Herzegovina's 'B/B' ratings should 
government be formed, reform momentum 
resumed, IMF program revived. 
S&P says would revise Bosnia and Herzegovina's 

outlook back to stable if a government is not 

formed, and reforms are not revived. 

S&P says consider Bosnia and Herzegovina's 

vulnerability to shifts in official funding as a risk. 
 
(( Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Czech Republic 

Czechs sell EUR 250 mln of new euro-

denominated bond from portfolio  

12-Mar-2019  
PRAGUE, March 12 (Reuters) - The Czech 

Finance Ministry sold 250 million euros 
($281.83 million) worth of a zero-coupon 
euro-denominated bond maturing in 2021 
from its own portfolio, following the paper's 
debut in February, it said on Tuesday. 

The sale took place on the secondary market, 
achieving an average yield of -0.05 percent, or 2 
basis points below the debut auction of 100 
million euros on Feb. 20, the ministry said. 

The ministry is testing sales of euro-
denominated bonds on the domestic market as a 
way to gain euros to refinance operations 
related to a repayment of 2 billion euro bond in 
June 2018 that was covered by loans on money 
markets. 
 
($1 = 0.8871 euros) 
(Reporting by Jason Hovet) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romania's parliament approves 2019 

budget, defying president  

13-Mar-2019  
BUCHAREST, March 13 (Reuters) - Romania's 

parliament overwhelmingly approved the 
2019 budget plan with no changes on 
Wednesday, defying President Klaus Iohannis 

who had asked lawmakers to correct what he 
regards as its unrealistic macro-economic 
assumptions. 

The ruling Social Democrats approved the bill in 
mid-February, raising spending on public-sector 
wages and pensions while targeting a slightly 
smaller budget deficit of 2.8 percent of gross 
domestic product against 2.9 percent in 2018.  

Legislators rejected Iohannis's request and 
endorsed the budget by 245 votes to 115 
against.  
Critics had said the budget was based on an 
unrealistic assumption for economic growth of 

5.5 percent, compared with a 3.8 percent 
forecast by the European Commission. 
Romania recorded a fiscal gap equivalent to 
2.9 percent of national output in 2018, just 
below the 3.0 percent upper limit allowed 
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under European Union rules. 

The budget had also been contested by several 

municipal mayors for shifting part of welfare 

spending onto local administrations. 
Other state institutions, including the agency 
responsible for prosecuting organised crime and 
Romania's secret services have complained that 
their budgets are being cut and that the funds 

they have been allotted are insufficient. 
 
(Reporting by Radu Marinas 
Editing by Gareth Jones) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
0313; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russian Eurobonds correct down after 

hitting 2019 highs  

13-Mar-2019  
MOSCOW. March 13 (Interfax) - Prices for most 

Russian Eurobonds, which rose to 2019 highs 

on Tuesday, are correcting down slightly on 
Wednesday on the back of losses for US 
Treasuries. 
Sovereign spreads are little changed. 

Russia's benchmark 2030 bonds were down 9 
basis points from previous closing by 6:15 p.m. 

Moscow time at 111.03% with yield at 3.64% 
per annum, up 3 bps. Three-year US Treasuries 

were down 2.5bps from previous closing at 
98.91%, with yield up 1 bp at 2.42%. Spread 
between Russia-30 and UST3 widened 2 bps to 
122 bps. 
Russia's 2043 bond was down 38 bps at 
111.76% yielding 5.035%, up 2.5 bps; the 2042 
bond was down 55 bps at 107.94%, yielding 

5.04%, up 4 bps; the 2026 bond was down 8 
bps at 102.44% with yield up 1.5 bps to 4.35%; 
and the 2023 bond rose 2 bps in price to 
104.34% yielding 3.815%, up 2 bps. 
The new 2047 bond was down 2 bps to 99.42% 
with yield unchanged at 5.29%; and the new 

10-year bond maturing in 2027 was down 15 

bps at 99.09%, with yield up 2 bps at 4.38%. 
 
Pr mz 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
 
 

Russian rouble stable with higher oil 

and demand for bonds   

14-Mar-2019  
MOSCOW, March 14 (Reuters) - The Russian 

rouble was stable against the dollar on 
Thursday, held steady by higher oil prices and 
increasing foreign interest in the country's 
treasury bonds. 

The rouble hit a two-week high against the 

dollar on Wednesday after the finance ministry 
said it had sold $1.40 billion in OFZ government 

bonds, demand for which is a gauge of market 

sentiment towards Russian assets. 

At 0720 GMT on Thursday, the rouble was 0.1 
percent weaker against the dollar at 65.47 and 
was stable to trade at 74.09 versus the euro. 
The central bank said this month that foreign 
investors had increased their holdings of OFZ 
bonds in February, as well as in Russian 
Eurobonds.  

Konstantin Vyshkovsky, head of the finance 
ministry's state debt department, told Reuters 
on Wednesday that more than half of demand 
for OFZ bonds at two auctions this week came 
from investors abroad.  
"We believe that RUB also benefited from solid 
foreign supply for the OFZ auctions yesterday," 

VTB Capital said in a note.  

Prices for Brent crude oil, a global benchmark for 
Russia's main export, hit a four-month high of 
$67.84 per barrel on Thursday, lifted by OPEC-
led supply cuts and U.S. sanctions against 
Venezuela and Iran.  
Analysts say the threat of new sanctions against 

Moscow has thwarted the rouble's firming 
potential but a lack of any developments on this 
front means the currency has so far been 
spared.  
"The threat of sanctions hangs over Russia like 
the sword of Damocles, but in the absence of 
new details on this, we do not see factors that 

will contribute to significant weakening of the 
Russian currency in March," Saint Petersburg 

Bank said in a note.  
Russian stock indexes were stable. 
The dollar-denominated RTS index was down 0.1 
percent at 1188.06 points, while the rouble-

based MOEX Russian index also dipped slightly 
to 2469.35 points.  
 
(Reporting by Gabrielle Tétrault-Farber 
Additional reporting by Darya Korsunskaya  
Editing by Raissa Kasolowsky) 
(( Gabrielle.Tetrault-Farber@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Russia Jan-Feb budget surplus at 2.0 

pct/GDP  

14-Mar-2019  
MOSCOW, March 14 (Reuters) - Russia ran a 

budget surplus of 310 billion roubles ($4.74 
billion), or 2.0 percent of gross domestic 
product, in the first two months of the year, 
the finance ministry said on Thursday, citing 

preliminary data. 

The finance ministry also revised the data for 
January, saying the budget surplus for that 
month was 4.8 percent of GDP, up from 3.7 
percent in a previous estimate. 
 
($1 = 65.3881 roubles) 
(Reporting by Polina Nikolskaya 
Editing by Gabrielle Tétrault-Farber) 
(( Polina.Nikolskaya@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2019. 
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Slovenia 

Slovenia Tbill auction oversubscribed, 

yields remain negative  

12-Mar-2019  
LJUBLJANA, March 12 (Reuters) - Slovenia sold 

150 million euros ($169.11 million) of 
treasury bills at an auction on Tuesday versus 
an initial target of 140 million euros, the 
finance ministry said, with yields hardly 
changed from the previous auction. 

It sold 50 million euros of 12-month bills at a 
yield of -0.39 percent versus -0.4 percent in 

February. The yield for 6-month and 3-month 
bills also reached -0.39 percent. 

Analysts said yields are likely to remain negative 
as long as the European Central Bank continues 
with its expansive monetary policy. Total bids 
amounted to 350 million euros.  

The next treasury bill auction will take place on 
April 9 when Slovenia will issue 3-month, 6-
month and 18-month bills. 
 
($1 = 0.8870 euros) 
(Reporting By Marja Novak Editing by Andrew 
Heavens) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Moody's: Lower interest rate cap is 

credit positive for Turkey state-owned 

banks  

14-Mar-2019  
LONDON, March 14 (Reuters) - Ratings agency 

Moody's said on Thursday that Turkey's move 
to lower the interest rate cap for public 
institution deposits at state-owned banks was 
credit positive and will reduce funding costs 
for lenders such as Ziraat Bank, Halkbank and 
Vakifbank.  

Moody's has a negative outlook on Ziraat Bank, 
Halkbank and Vakifbank - the first, third and 
seventh largest banks in the country 
respectively. 
"For the three banks, we estimate that the 
interest they pay on public institutions' deposits 
will decline by 1 percent, lowering the cost of 

deposits in Turkish lira by 10-15 basis points," 
Moody's said in a note to clients. 
"We estimate that the three banks will save 600 
million Turkish lira ($110 million) in aggregate 
because of the lower rate cap, or 2 percent of 
the banks' consolidated pre-tax profit for 2018," 

Moody's said, adding Vakifbank would be the 
biggest beneficiary.  
 
($1 = 5.4748 liras) 
(Reporting by Karin Strohecker; Editing by Tom 
Arnold) 

(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkish Feb budget deficit 16.8 bln lira  

15-Mar-2019  
ISTANBUL, March 15 (Reuters) - The Turkish 

budget showed a deficit of 16.8 billion lira 
($3.1 billion) in February, the Treasury and 

Finance Ministry said on Friday. 

The February budget showed a primary deficit, 
which excludes interest payments, of 2.1 billion 
lira, the ministry said. 
 
($1 = 5.4697 liras) 
(Reporting by Behiye Selin Taner and Ali 
Kucukgocmen; Writing by Daren Butler; Editing by 
Jonathan Spicer) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Fitch Affirms Ukraine at 'B-'; Outlook 

Stable  

08-Mar-2019  
Fitch Ratings-London-March 08: Fitch Ratings 
has affirmed Ukraine's Long-Term Foreign-
Currency Issuer Default Rating (IDR) at 'B-' 
with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Ukraine's ratings balance weak external 
liquidity, high external financing needs driven 
by sovereign external debt repayments, a 
weak banking sector, institutional constraints 
and political risks in relation to peers, against 
improved policy credibility and consistency, 
improving macroeconomic stability, declining 
government debt and a track record of 
bilateral and multilateral support. 

Ukraine's continued engagement with the 
International Monetary Fund (IMF) has eased 

financing constraints and supported the recovery 
in international reserves. Ukraine received the 
first disbursement (USD1.4 billion) under the 
14-month Stand-By Arrangement (SBA) in 
December and expects to receive two USD1.3 
billion disbursements after completion of reviews 

in May and November 2019. In addition, the 

sovereign issued a USD2 billion Eurobond in 
October, received the first tranche (EUR500 
million) under the EU Macro-financial 
Assistance Program (MFAP) and obtained a 
EUR 349 million loan using part of a World 
Bank USD750 million guarantee. 

International reserves rose to USD20.8 billion at 
the end of 2018, the highest level since 2012. 
Nevertheless, reserve coverage, at 3.1 months 

of CXP, remains below the current 'B' median of 
3.4 months. Increased exchange rate flexibility, 
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unlocking of external financing through the new 

IMF programme and moderate external 

imbalances mitigate near-term pressures on 
international reserves. 
Timely compliance with the new IMF 
programme is key to facilitate external 
financing, support progress in macroeconomic 
stability and mitigate vulnerabilities related to 
weak external liquidity, the potential for 
increased domestic political uncertainty and 

broader emerging markets volatility. External 
financing needs (current account deficits plus 
public- and private-sector amortisations) are 
high, at 72% and 90% of international reserves 
in 2019 and 2020, respectively, significantly 
higher than peers. External public debt 
amortisations will increase to USD4.3 billion in 

2019 from USD3.0 billion in 2018. International 
bond repayments equal USD1.7 billion in 2019 
and will average USD2.4 billion in 2020-2021. 
The government expects to meet its 2019 debt 
repayments through a mix of official financing, 
market issuance and using part of its own cash 
resources. Ukraine recently obtained a EUR529 

million loan using the World Bank guarantee 
balance and expects to receive the second 
tranche (EUR500 million) of the EU MFAP in 
H119. External market access will be dependent 
on global conditions as well as reducing 
uncertainty regarding the SBA progress and 

domestic politics. The MoF also intends to 
purchase FX from the National Bank of Ukraine 

(NBU) to accumulate FC liquidity for debt 
service. The NBU will establish a link with 
Clearstream in 1Q19, which could facilitate 
foreign investor participation in the local market. 
The IMF SBA implementation risks are 

significant, as Ukraine has a poor record of 
timely progress and overall completion of 
previous programmes. Fitch expects 

authorities to broadly adhere with monetary, 
fiscal and banking sector quantitative 
benchmarks. Nevertheless, delay and or 
reversal in structural reforms such as the 
fight against corruption could lead to delays. 

The extended electoral period in 2019 due to 

presidential (March-April) and parliamentary 

(October) elections represent a source of risks 
for smooth progress under the IMF programme 
and timely external market access. Actor and 
political outsider Volodymyr Zelensky has taken 
the lead since late 2018, disrupting a previously-
expected two-horse race between President 

Petro Poroshenko and former Prime Minister 
Yulia Tymoshenko. The large share of undecided 
voters, the intensification of the campaign 
during the last month and the fallout from 
recent corruption allegations will maintain a high 
degree of uncertainty regarding the first round 

outcome as well as the likely run-off on 21 April. 
Fitch considers that the incoming president will 
have limited space in the near term to materially 

alter the direction of economic policy or abandon 
commitments under the SBA. Although Ukraine's 
high reliance on external official and market 
financing will likely prevent a significant 

departure from the current policy direction, 

short-term political calculations, intra-

government disputes and fragmented politics 

(and likely parliament) will maintain risks for the 
current SBA and possibly for reaching an 
agreement for a new programme in 2020. 
Ukraine's strengthened policy framework is 
underpinned by increased exchange rate 
flexibility, the NBU's commitment to its 
inflation target (5% plus or minus 1% in 

2020) and moderate fiscal imbalances. The 
key policy rate has remained at 18% since 
September 2018 despite reduced inflationary 
pressures and the implementation of the new 
IMF programme. Fitch expects average inflation 
to drop further to 8.6% in 2019, still above the 
forecast 4.9% 'B' median, and decline to 6.2% 

by end-2020. 

Fitch estimates the general government deficit 
remained flat at 2.2% of GDP in 2018. We 
forecast a general government deficit of 2.3% of 
GDP in 2019, as we expect the government to 
make necessary budgetary adjustments to 
absorb weaker revenue performance (for 

example from the privatisation agenda) or 
reorganise expenditure priorities, as material 
election-related loosening will be constrained by 
limited sources of financing.End-2018 
modifications to the budget code establish 
ceilings for budget deficits at 3% of GDP and 
new state guarantees issuance at 3% of the 

general fund revenues. 
General government debt dropped to an 
estimated 52.2% of GDP (60.8% including 
guarantees) in 2018, below the 59% 'B' 
median, on the back of sustained primary 
surpluses real exchange rate appreciation, 
return to growth and reduced net foreign 
financing. Debt dynamics are highly exposed 
to currency risk as 76% is FC denominated. 

Fitch forecasts Ukraine's current account deficit 

to increase to 3.5% of GDP in 2019, up from an 
estimated 3.4% of GDP in 2018, as the services 
surplus and remittances growth will mitigate a 
large trade deficit. The current account deficit 
will then widen to 3.7% in 2020 driven by 
weaker external demand, moderation in worker 

remittances receipts and also potentially reduced 

gas transit payments from Russia. 
Fitch expects growth to slow to 2.6% in 2019, 
down from 3.2% in 2018, due to tighter 
monetary and fiscal policies, weaker global 
demand conditions and commodity prices, and 
more moderate wage increases. Investment 

(estimated at 20.5% of GDP in 2018) will likely 
remain below 'B' peers (22.3%) reflecting 
concerns regarding rule of law and political 
uncertainty during the electoral cycle. 
The financial sector continues to represent a 
contingent liability for the sovereign due to the 
large share of state-owned banks (58.9% of 

total assets) and weak asset quality (NPLs at 
52.8% of total loans and net NPLs at 58% of 

sector equity at end-2018) with high 
concentration in state-owned banks. Near-term 
risks have declined due to improved 
capitalisation, and a more favourable 

macroeconomic backdrop. Credit to households 
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maintains a strong pace, driven by consumer 

lending, but it starts from a low base. Deposit 

and credit dollarisation is high, but declined to 
42% and 42.8%, respectively, in 2018. 
The unresolved conflict in eastern Ukraine 
remains a risk for overall macroeconomic 

performance and stability. Tensions with 
Russia increased over access to the sea of Azov, 
but a material escalation is not part of our base 

case scenario. The case regarding the USD3 
billion debt legal dispute with Russia could be 
heard by the UK Supreme Court later in 2019. 
Fitch currently does not expect the dispute 
resolution to impair the sovereign's capacity to 
access external financing and meet external 

debt service commitments. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Ukraine a score 
equivalent to a rating of 'B-' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final LTFC 
IDR by applying its QO, relative to rated peers, 
as follows: 
• Macro: +1 notch, to reflect Ukraine's 
strengthened monetary and exchange rate 
policy, which supports improved macroeconomic 
performance and domestic confidence. Increased 

exchange rate flexibility allows the economy to 
absorb shocks without depleting reserves 
• External Finances: -1 notch, to reflect 

high external financing needs driven by high 
sovereign external debt repayments; access to 
sufficient external market and official financing is 

dependent on progress under the agreed IMF 
SBA programme. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 

forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 

not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually or 

collectively, trigger positive rating action, are: 
-Increased foreign currency reserves and 
external financing flexibility. 
• Improved macroeconomic performance. 
• Sustained decline in public debt to GDP. 
The main factors that could, individually or 

collectively, trigger negative rating action, are: 
-Re-emergence of external financing pressures 
and increased macroeconomic instability, for 
example stemming from delays to 
disbursements from, or the collapse of, the IMF 
programme. 

-External or political/geopolitical shock that 

weakens macroeconomic performance and 
Ukraine's fiscal and external position. 
KEY ASSUMPTIONS 
Fitch does not expect resolution of the conflict in 

eastern Ukraine or escalation of the conflict to 

the point of compromising overall 

macroeconomic performance. 
Fitch assumes that the debt dispute with Russia 
will not impair Ukraine's ability to access 
external financing and meet external debt 
service commitments. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 'B-
'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'B-'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 

Country Ceiling affirmed at 'B-' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B-' 

Issue ratings on long-term senior-unsecured 
local-currency bonds affirmed at 'B-' 
 
Media Relations: Anna Bykova, Moscow, Tel: +7 495 
956 9903, Email: anna.bykova@fitchratings.com; 
Peter Fitzpatrick, London, Tel: +44 20 3530 1103, 
Email: peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 

www.fitchratings.com 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina's new trillion-peso risk: 

mounting "Leliq" debt  

13-Mar-2019  
By Gabriel Burin 
BUENOS AIRES, March 13 (Reuters) - Argentina 

has a new debt worry. The country's pile of 
short-term "Leliq" notes has broken through 1 
trillion pesos (around $24 billion), a potential 
strain on the central bank's coffers and a 
fresh headache for the government in an 
election year. 

The Leliq debt, denominated in pesos and 
auctioned daily to mostly domestic banks, helps 
the central bank mop up funds in the market to 

bolster a weak currency and bring down 
stubborn inflation. But with sky-high interest 
rates it is also raising concerns that it could 
become unsustainable. 
The spike in the short-term government debt 
instrument is significant in a country where a 
tumbling peso, stalling growth and problems 
repaying debt last year led to an emergency 

$56 billion deal with the International 
Monetary Fund.  

"If investors start thinking that this is a problem, 
then it could become a self-fulfilling prophecy," 

said Carlos de Sousa, senior Latin America 
economist at Oxford Economics. 
"Banks could be discouraged from holding Leliqs, 
the interest will go up further, and that may end 

up in the BCRA (central bank) having to rethink 
its monetary policy framework once again." 
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A central bank spokesman said when inflation 

was taken into account the rise in Leliq volumes 

was "considerably more moderate." Monthly 
inflation in January was 2.9 percent and is 
expected to rise around 32 percent this year. 
The central bank auctioned around 200 billion 
pesos in Leliq notes on Wednesday at a four-
month high average interest rate of 63.328 

percent, with net Leliq debt rising above the 
trillion peso mark for the first time this week, 
according to official bank data and traders.  
"SNOWBALL EFFECT" 
In theory, if rates remained elevated, that 
could put the government on the line for 
annual interest of around 600 billion pesos or 
more, considering compound interest. Most 

analysts expect rates to drop, though they 
have spiked again recently. 

Rates peaked at over 70 percent in October 
before easing to just above 40 percent last 
month as economic fears abated. However, 
higher-than-expected inflation and renewed 
fears about the peso have forced rates back up 
sharply over the last month. 

The issue would arise if high rates created a 
"snowball" effect with Leliq notes, some analysts 
said, as the central bank issued more of the 
instrument to repay the debt. Leliqs set the 
benchmark lending rate and are a main tool to 
control inflation. 

"The face value of Leliqs is really high now so we 
need to watch it closely," said Juan Lezica, a 

Buenos Aires-based economist with consultancy 
ACM. "It starts to get a bit dangerous if it 
continues to grow at this rate." 
Rating agency Moody's said on Wednesday 
the high rates were negative for the country's 
banks because they increased loan 

delinquencies and stymied economic activity. 

The sharp ramp-up of high-interest Leliq debt 
underscores how Argentina's central bank is 
having to fire on all cylinders to defend the peso, 
which lost half its value against the dollar last 
year, and draw down inflation running at nearly 
50 percent. 

High-interest peso debt encourages banks to 
keep their money in the currency, rather than 

moving it into safer dollars - a trend which last 
year pummeled the peso.  
Argentine President Mauricio Macri also wants to 
avoid a flight from the peso at all costs, which 
would destabilize an already fragile economic 

situation and derail his plans to seek re-election 
when the country heads to the polls in October. 
Eric Ritondale, Buenos Aires-based economist at 
consultancy Econviews, said if markets remained 
stable then the central bank should be able to 
turn over the rising Leliq debt, but that rates - 
up twenty points in the last month - were the 

issue. 
"The amount (of Leliq) itself doesn't worry me so 

much," he said. "What worries me is that rates 
have gained so much again after their lows 
earlier this year." 
 
($1 = 41.5000 Argentine pesos) 
(Reporting by Gabriel Burin; Additional reporting by 

Jorge Otoala; Editing by Adam Jourdan and Rosalba 
O'Brien) 
(( adam.jourdan@thomsonreuters.com ; +54 
1155446882; Reuters Messaging: 
adam.jourdan.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil economy minister warns against 

severely watered down pension reform  

13-Mar-2019  
By Jamie McGeever 
BRASILIA, March 13 (Reuters) - A diluted 

reform of Brazil's pension system that 
delivers less than half the 1.2 trillion reais 
($314 billion) in savings outlined in the 
government's plan would threaten future 

generations, Economy Minister Paulo Guedes 
said on Wednesday 

Guedes has said savings over the next decade 
from social security reform should total at least 
1 trillion reais. If Congress waters that down to 
500 billion, it would make it impossible to 
transform the state-based system to personal 
retirement accounts, he said. 

"We need 1 trillion (reais) so we can have the 
financial muscle to fund the transition toward a 
system of individual retirement plans," Guedes 
said at a ceremony at the central bank in Brasilia 

marking the swearing-in of Roberto Campos 
Neto as the bank's new president.  

"But if Congress dilutes that to only 500 
(billion), you end up condemning your children 
and grandchildren, there's no individual 
retirement funds, and the old system stays in 
place," Guedes said. 
Shoring up the social security deficit, by far the 
largest drag on the country's creaking finances, 

is right-wing President Jair Bolsonaro's 
cornerstone policy to revive the economy and 
stimulate investor confidence in Brazil. 
Investors and private sector analysts are 
more skeptical about Guedes's 1 trillion reais 
minimum target, with the median savings 
over 10 years expected to be around 700 
billion reais, according to two major investor 
surveys recently. 

At his swearing-in, Campos Neto repeated 
pledges he made at his Senate confirmation 
hearings last month to make Brazil more 
attractive to foreign investors, expand credit to 
small firms, and increase the presence of fin 
techs across the economy.  
He also said the central bank must build on the 

gains delivered by the monetary policy path 
pursued by his predecessor Ilan Goldfajn, which 
was characterized by "caution, serenity and 
perseverance" and has seen interest rates 
anchored at a record low 6.50 percent for almost 

a year. 
But the U.S.-educated former banker may have 

his work cut out. The economy almost ground to 
a standstill in the fourth quarter of last year and 
annual growth in 2018 was no better than it was 
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the year before, at just 1.1 percent. 

Early indications suggest 2019 will be just as 

challenging. Figures on Wednesday showed 
industrial production fell 0.8 percent in January, 
far more than expected.  
Interest rate futures markets now imply more 
than a 60 percent likelihood that rates will be 
cut by January next year. 

 
($1 = 3.8136 reais) 
(Reporting by Jamie McGeever and Marcela Ayres; 
Editing by Leslie Adler and Tom Brown) 
(( tatiana.bautzer@tr.com ; Tel: +55-11-5644-7756; 
Mob: +55-119-4210-4173; Reuters Messaging: 
tatiana.bautzer.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

IMF board approves $4.2 bln financing 

deal with Ecuador  

12-Mar-2019  
QUITO, March 11 (Reuters) - The International 

Monetary Fund's executive board on Monday 

approved the $4.2 billion financing deal with 
Ecuador its staff reached last month, the Fund 
said in a statement. 

The deal will allow the Andean country to receive 
an immediate disbursement of $652 million, and 
opens the doors for it to receive an additional $6 

billion in loans from other multilateral 
institutions as it struggles with tight liquidity 

because of a wide fiscal deficit and a hefty 
foreign debt load. 
"The Ecuadorian authorities are implementing 
a comprehensive reform program aimed at 
modernizing the economy and paving the way 
for strong, sustained and equitable growth," 
IMF Managing Director Christine Lagarde said 
in the statement.  

Ecuador will be able to draw on the funds for 
three years. The loans have an interest rate of 3 

percent and a maturity of 10 years, with a four-
year grace period. In a statement, Finance 
Minister Richard Martinez called those terms 

"unbeatable." 
After the staff-level deal was announced in late 
February, Martinez laid out a plan to increase 

Ecuador's foreign reserves, "simplify" the tax 
system and optimize public spending to reach a 
fiscal surplus, and take steps to boost the 
central bank's independence. 
That came after President Lenin Moreno had 
already begun to implement an austerity plan 
that includes layoffs of workers at state-owned 

companies and cuts to gasoline subsidies.  
The OPEC nation's debt grew under former 
leftist President Rafael Correa, who endorsed 
Moreno in the 2017 election but has since 
become a critic of his successor's turn toward 
market-friendly economic policies. 

Skepticism of the IMF runs strong in Ecuador 
and throughout Latin America, where many 
blame Fund-imposed austerity policies for 

economic hardship. In its statement, the 
Washington-based lender said the savings from 

the government's reforms would "allow for an 

increase in social assistance spending." 

 
(Reporting by Alexandra Valencia; Writing by Luc 
Cohen; Editing by Peter Cooney) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Panama 

Moody's Upgrades Panama's Ratings 

To Baa1, Stable Outlook  

08-Mar-2019 22:37:28  

March 8 (Reuters) - Moody's: 
Moody's upgrades Panama's ratings to BAA1, 

stable outlook. 

Moody's says upgraded the government of 
Panama's foreign-currency long-term issuer 
rating to baa1 from BAA2. 
Moody's says Panama's economic growth, fiscal 
metrics exceed that of most baa-rated peers and 
prospects remain more favorable over the 

medium term. 
Moody's says Panama's outlook has been 
changed to stable from positive. 
Moody's says Panama's stable outlook reflects 
expectation that panama will continue to grow 
fast, outpacing growth achieved by most baa-

rated peers. 

Moody's says Panama's government has 
strengthened its fiscal policy framework. 
Moody's says its expectations are that Panama's 
fiscal metrics will only register moderate decline 
as government builds a track record under new 
fiscal rules. 

 
(( Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

AFRICA 
 

South Africa 

South Africa's debt trajectory too high, 

no buffers for global crisis  

13-Mar-2019  
CAPE TOWN, March 13 (Reuters) - South 

Africa's rising debt trajectory will make it 
difficult to weather a significant global 
economic downturn, the central bank deputy 
governor said, adding it would take at least a 
decade to bring the debt-to-GDP ratio down to 
the 30 to 40 percent range. 

The Treasury said in the 2019 budget revealed 
last month that net debt was projected at 49.9 
percent of GDP in the current 2018/19 fiscal 

year ending this month and was seen rising to 
55.5 percent by 2021/22. "You have to take 
some pretty tough steps ... and it will take a 
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decade to do it, to bring it back down to 30 to 

40 percent of GDP," the central bank's deputy 

governor Kuben Naidoo told a trade and 
investment meeting in Cape Town on 
Wednesday. 
Naidoo also said growth in Africa's most 
industrialised economy would hover around the 
2 percent in the next few years, while factors 

such as higher electricity tariffs would influence 
the consumer price inflation outlook. 
South Africa's energy regulator Nersa last week 
granted power utility Eskom average tariff 
increases of 9.4 percent, 8.1 percent and 5.2 
percent over the next three years.  

Nersa had already granted Eskom a roughly 4 
percent tariff increase in 2019/20 as part of an 
earlier cost recovery application, so the effective 

tariff increase felt by South Africans in 2019/20 
will be over 13 percent. 
"Eskom hikes will put upward pressure on 
inflation and we would have to take this into 

account at the next (monetary policy committee) 
meeting," Naidoo said. He added that electricity 
forms about 5 percent of CPI basket, "so a 15 
percent tariff hike could increase CPI by about 
(0.75 percent)". 
 
(Reporting by Wendell Roelf; Editing by Olivia 
Kumwenda-Mtambo and Catherine Evans) 
(( wendell.roelf@thomsonreuters.com ; +27 21 461 

3523; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tanzania 

Tanzania sees overall spending up 

slightly in 2019-20  

12-Mar-2019  
DAR ES SALAAM, March 12 (Reuters) - Tanzania 

plans to raise its total spending in 2019-20 
(July-June) slightly to 33.11 trillion shillings 
($14.16 billion), with the funds going towards 
improving roads, railways and rural electricity 
supplies, its finance minister said on Tuesday.  

The spending is up from 32.48 trillion shillings in 

the fiscal year that will end in June. 
Philip Mpango said in a presentation to 
parliament outlining proposals for the 2019-20 
budget that the government plans to borrow 
2.32 trillion shillings from external non-
concessional sources, with 2.78 trillion shillings 

coming from concessional loans and grants.  
Mpango said the government planned to raise 23 
trillion shillings from internal revenues, and the 
budget will have a deficit of 2.3 percent of gross 
domestic product. 
A final budget presentation will be made to 
parliament in June.  
Tanzania’s economy is forecast to grow at 7.3 
percent in 2019, from an estimated 7.2 
percent last year, helped by public 
infrastructure investments and favourable 
weather. 

"During fiscal year 2019-20, the government will 
allocate 20.86 trillion shillings for recurrent 

expenditure ... which includes provisions for 

2019 local government elections and 

preparations for the general election in 2020," 
Mpango said. 
Tanzania plans to spend 12.25 trillion shillings in 
2019-20 on development projects. 
East Africa's third-largest economy is investing 
heavily in public infrastructure projects as it 

seeks to profit from its long coastline and 
upgrade its rickety railways and roads to serve 
the growing economies in east and central 
Africa.  
 
($1 = 2,338.0000 Tanzanian shillings) 
(Reporting by Nuzulack Dausen and Fumbuka 
Ng'wanakilala; Writing by George Obulutsa, editing by 
Ed Osmond) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019. 
 
 

Zimbabwe 

Zimbabwe central bank head hints at 

more weakening of new currency  

11-Mar-2019  
• Tobacco is Zimbabwe's second-biggest 
dollar earner 
• Zimbabwe squeezed by shortage of 
U.S. dollars 
• Central bank accused of manipulating 
exchange rate 

By MacDonald Dzirutwe 

HARARE, March 11 (Reuters) - Zimbabwe's 

central bank governor on Monday said the 
exchange rate for the new transitional 
currency is unlikely to remain at 2.5 per U.S. 
dollar by the time tobacco auctions open next 
week, suggesting the local unit will be 
devalued further. 

The southern African nation faces a dearth of 
dollars that has caused shortages of fuel, drugs 

and food and hobbled an economy yet to recover 
from the disastrous rule of Robert Mugabe, who 

was removed in a coup in 2017. 
The Reserve Bank scrapped its discredited 1:1 
dollar peg for surrogate bond notes and 
electronic dollars last month, merging them into 
a lower-value transitional currency called the 

RTGS dollar, which has been stuck at a rate of 
2.5 to the greenback. 
Many companies have, however, continued to 
hold onto their dollars waiting for the RTGS rate 
to weaken further, while most individuals sell 
their greenbacks on the black market, where 
US$1 bought 3.8 RTGS dollars on Monday.  
Central bank chief John Mangudya said the 
official exchange rate was expected to change 
by the time auctions for tobacco, Zimbabwe's 
second-largest earner of foreign currency 
after mining, open on March 20. 

"We do believe that before or on that date the 
rate will have reached its equilibrium. We don't 
believe it will still be 2.5 (to the U.S. dollar)," 

Mangudya said. 
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Mangudya maintained that the market would 

determine the exchange rate, after accusations 

of manipulation by the central bank. But he 
ruled out a sharp devaluation, which he said 
would result in a further spike in annual 
inflation. 
The governor said average annual inflation 
was expected to fall to 10 to 15 percent by 
the end of this year. He also said that any 

huge salary increases for public workers 
would add to inflationary pressure. 

Mangudya said an average $12 million had been 
traded every week at the current forex interbank 
rate since Feb. 22, when banks started selling 
dollars to large corporates. 
Exporters, including miners and tobacco 
farmers, receive half their earnings in the RTGS 

currency at the official exchange rate, while the 
other half, which is deposited in their foreign 
currency accounts, must be sold within 30 days. 
That requirement, which has been criticised by 
companies, is now being reviewed to allow 
exporters to keep their dollars for longer, 

Mangudya told a parliamentary committee. 
Mangudya said last week that the central bank 
had borrowed $985 million from pan-African 
banks against future gold export earnings. He 
said on Monday that Zimbabwe was repaying $5 
million every month. 
 
(Reporting by MacDonald Dzirutwe; Editing by Toby 
Chopra) 
(( Tanisha.Heiberg@thomsonreuters.com ; 
+27117753034; Reuters Messaging: 
tanisha.heiberg.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

Fitch Says Volume Growth Will 

Continue For Ports Throughout World 

But At A More Modest Pace Over Next 

10 Years  

11-Mar-2019  

March 11 (Reuters) - Fitch: 
Fitch says volume growth will continue for 
ports throughout world but at a more modest 
pace over next 10 years. 

Fitch says shifts in trade policy are not likely to 

curb growth meaningfully for ports located in 
North America. 
Fitch, on U.S.-China trade relations, says 
primary ports of call will be able to weather 
storm despite elevated concentration in Chinese 
trade exposure in some cases. 

Fitch says smaller and more specialized ports 
will have less leeway to offset major losses in 
imports and exports if commodities handled are 
targeted by tariffs. 

Fitch says outlook for ports in Latin America is 
somewhat more unpredictable. 
Fitch says European and middle eastern ports 

are not directly in crosshairs of U.S.-China trade 
battles. 
Fitch says bigger issue for European ports over 

time may be fallout over brexit with disruption in 

trade flows possible. 

Fitch says U.S.-China trade uncertainties could 
mar rate of growth for ports in asia pacific. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
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