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ASIA 
 

Azerbaijan 

Moody's downgrades Azerbaijan's 

rating to BA2 

18-Aug-2017  
Aug 18 (Reuters) - Moody's Investors Service: 
Moody's downgrades Azerbaijan's rating to BA2, 

with a stable outlook, concluding review for 
downgrade 
Moody's says downgraded to BA2 from BA1 
senior unsecured debt rating of southern gas 
corridor CJSC, whose bonds are backed by the 
government's guarantee 

Moody's on Azerbaijan- rating downgrade 
reflects the significant and long-lasting 
weakening of Azerbaijan's fiscal and economic 

strength 
Moody's says Azerbaijan's stable outlook reflects 
expectation that growth of additional direct debt 
and contingent obligations will level off by 2020 

Moody's on Azerbaijan - foreign currency bond 
ceiling is also lowered to BA2 from BA1; foreign 
currency deposit ceiling is lowered to BA3 from 
BA2 
Moody's says downgrade of Azerbaijan's 
government debt rating reflects steep rise in 
government debt beyond expectations when 

rating was lowered to BA1 
Moody's says despite steep rise in gross 
government debt, Azerbaijan expected to remain 
net creditor, which provides significant support 

to BA2 rating 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

 

Bahrain 

Bahrain mandates five banks for 

international bond issue 

08-Aug-2017  
By Davide Barbuscia and Robert Hogg 
DUBAI, Aug 8 (Reuters) - Bahrain's government 
has hired banks for a planned U.S. dollar-
denominated bond issue, sources familiar with 
the matter said on Tuesday. 
BNP Paribas, Citi and JPMorgan have been 

mandated to arrange the transaction together 
with Gulf International Bank and National Bank 
of Bahrain, the sources said. 
Bahrain's central bank did not respond to a 
request for comment. Citi declined to comment. 
The other banks did not immediately respond to 

requests for comment. 
Bahrain could raise debt internationally as early 

as September through both conventional and 
Islamic bonds, sources told Reuters last month.  
The size of the deal could go up to $2 billion or 
$2.5 billion, one banking source said on 
Tuesday. 

Bahrain needs to raise debt to refill state coffers 
hit by a slump in oil prices. The small Gulf state 
raised $2 billion last October through a $1 billion 
conventional bond and a $1 billion sukuk issue. 
Bank ABC, BNP Paribas, Credit Suisse, JP 
Morgan and Standard Chartered arranged that 
deal. 

Bahrain is rated BB-minus by Standard & Poor's, 
B1 by Moody's and BB+ by Fitch. 
 
(Editing by Andrew Torchia) 
(( Davide.Barbuscia@thomsonreuters.com ;)) 
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China 

China finance ministry to reopen 36 bln 

yuan of 3-year bonds on Aug 23 

16-Aug-2017  
BEIJING, Aug 16 (Reuters) - China's Ministry of 

Finance said on Wednesday that it would 
reopen an issue of three-year bonds from July 
27, auctioning an additional 36 billion yuan 
($5.38 billion) on Aug. 23. 

The bonds will be issued from Aug. 23 to Aug. 
24 and begin secondary market trading on Aug. 

28, the ministry said in a statement. 
 
($1 = 6.6922 Chinese yuan) 
(Reporting by Beijing Monitoring Desk; Editing by Sunil 
Nair) (( fang.cheng@thomsonreuters.com ; 8610-
66271024; )) 
 
 
 

China reclaims position as world's 

largest holder of U.S. treasuries 

16-Aug-2017  
WASHINGTON, Aug. 15 (Xinhua) -- China 

reclaimed its position as the world's largest 
holder of U.S. Treasury securities in June after 
nine months, the latest data from the U.S. 
Treasury Department showed on Tuesday. 

China's holdings of U.S. treasuries increased by 

44.3 billion U.S. dollars in June, the fifth 
consecutive monthly rise, with the total holdings 
up to 1.1465 trillion dollars. 
Japan, which overtook China as the largest 
holder of U.S. treasuries last October, cut its 
holdings by 20.5 billion dollars to 1.0908 trillion 
dollars in June. 
By the end of June, the overall foreign 
holdings of U.S. Treasury securities rose to 
6.1713 trillion dollars from 6.1236 trillion 
dollars in the previous month. 

The rise of China's holdings of U.S. treasuries 
comes as pressure from China's capital outflows 
eased and the Chinese currency renminbi 

strengthened. 

China's foreign exchange reserves rose for a 
sixth consecutive month in July, reaching 3.081 
trillion dollars, according to the People's Bank of 
China.  
 
Enditem;  Copyright (c) 2017 Xinhua News Agency 
 
 

IMF says China's focus on short-term 

targets puts mid-term growth at risk 

15-Aug-2017  
BEIJING, Aug 15 (Reuters) - China's short-term 

growth outlook has strengthened but there is 

growing risk of a sharp medium-term 
adjustment due to reliance on stimulus to 
meet targets and a credit-expansion path that 
may be "dangerous", the International 
Monetary Fund said on Tuesday.  

The IMF raised its forecast for China's average 

annual growth from 2018-2020 to 6.4 percent 

from 6.0 percent and said there is now a greater 

chance that authorities will meet their target of 
doubling 2010 real GDP by 2020. 
But it warned of the consequences to long-term 
economic health. 
The main cost of stronger growth "is further 
large increases in public and private debt", the 

IMF said in its annual review of China's 
economy. 
"International experience suggests that China's 
current credit trajectory is dangerous with 
increasing risks of a disruptive adjustment 
and/or a marked growth slowdown", the report 

said.  
The IMF estimates that China's economy would 
have grown about 5.5 percent annually from 

2012-2016 if credit was expanded at a 
"sustainable" pace, compared to the average 
7.25 percent that it recorded.  
"The key policy imperative is to replace precise 

numerical growth targets with a commitment to 
reforms that achieve the fastest sustainable 
growth path." 
CLIMBING DEBT-LEVELS 
The IMF did not see China making much 
progress on reducing debt, with the report 
forecasting that its total non-financial sector 
debt will increase from about 235 percent of 
gross domestic product (GDP) in 2016 to 

more than 290 percent by 2022. 

The Fund projected that China's non-financial 

debt through 2022 will rise "even more strongly" 
than it forecast a year earlier.  
For this year, the IMF expects China's economy 
to grow 6.7 percent, unchanged from a forecast 
in July, above the government's target of about 

6.5 percent, though growth likely peaked in the 
first quarter.  
China's economy expanded 6.9 percent in the 
first half of the year. 
The report also included views from Chinese 
government officials, who agreed that this year's 
growth would likely "exceed marginally" the 6.5 

percent target, though they disagreed with the 
IMF on China's debt, saying that it was 
manageable and that its growth was likely to 

slow further.  
The IMF said some of the steps China should 
take to move to a sustainable growth model 
include reforming fiscal policy to support greater 

consumption, accelerate reform of state-owned 
enterprises (SOEs) and intensify deleveraging 
efforts. 
Over the past year, the IMF said, China has 
made little headway on SOE reform but 
"substantial progress" in supervising "shadow" 

financing.  
The IMF supported China's recent policy 
tightening and increased oversight of financial 
risks, and said these should continue. 
CENTRAL BANK INDEPENDENCE 
The report said China's monetary policy has 
become more market-based as controls on 
credit as well as lending and deposit rates 
have been mostly removed, but that the 

People's Bank of China should be given 

mailto:fang.cheng@thomsonreuters.com


 

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 

  4 

"operational independence" in setting interest 
rates. 

But that independence would mean its role 

should be narrowed to focus only on monetary 
policy with much greater transparency of policy 
moves, while macroprudential policy should be 
separate, the IMF said. 
The IMF said China's control over the yuan 
exchange rate and capital flows increased in the 

past year, and recommended that progress 
should resume on moving toward a market-
oriented rate. 
China has tightened its grip on capital outflows 
this year as it looks to preserve foreign currency 
reserves after significant depreciation pressure 

on the yuan in 2016.  
Reserves have increased this year and the yuan 

has strengthened in the face of a weak U.S. 
dollar, though there has been no sign of any 
loosening of capital controls.  
The IMF said that while China should move 
towards capital account liberalization, only 

carefully targeted reforms should be considered 
in the near-term.  
The report also said that inequality in China - 
including disparities in income and opportunity - 
is forecast to increase, but that higher public 
spending on social services, a progressive 
personal income tax system and a recurring 

property tax would help to reduce it.  
 
(Reporting by Elias Glenn; Editing by Richard Borsuk) 
(( Elias.Glenn@thomsonreuters.com ; +86 138 1600 
5903; Reuters Messaging: 
elias.glenn@thomsonreuters.com )) 
 
 
 

India 

India Sovereign Bonds Pare Losses On 

Value Buying  

16-Aug-2017  
By Dharam Dhutia NewsRise 
MUMBAI (Aug 16) -- Indian government bonds 

erased some losses in afternoon trading as 
investors bought the notes after the 
benchmark paper fell to the lowest in more 
than a month following a pickup in July 
inflation. 
The benchmark 6.79% bond maturing in 2027 
was trading at 101.87 rupees, yielding 6.53%, 
at 1:00 p.m. in Mumbai, against 101.91 rupees 
and a 6.52% yield at the previous close. The 

note fell to 101.72 rupees, the lowest since Jul. 
7, earlier in the day. 
“The 10-year yield at around 6.55% is a value-
buying level, especially for state-run banks who 
have been active buyers over the past few 
sessions,” a trader at a foreign bank said. “Now, 
the market is waiting to see whether the MPC is 

bullish for another rate cut in future.”  
India’s retail inflation rate - the key price gauge 
for the rate-setting Monetary Policy Committee - 
rose to 2.36% in July from a year earlier, 
against June’s revised print of 1.46%. July’s 

print was also higher than a 1.87% median 

forecast in a Reuters’ survey of economists. 

The MPC, which cut its benchmark repo rate by 
25 basis points to 6% earlier this month, will 
release the minutes of the meeting after market 
hours today. The panel had maintained a neutral 
policy stance, while warning about higher 
inflation going ahead. 
State-run banks have stepped up purchases of 
government bonds over the past few sessions. 
These banks have bought bonds worth around 
157 billion rupees in the last six sessions, 
data from Clearing Corp of India Ltd showed. 

Capital Economics expects inflation to accelerate 
further over the coming months and does not 
see scope for further policy loosening. 
“Post the Reserve Bank of India’s August 

monetary policy, the debate on rate cuts has 
remained alive as there was an expectation that 
inflationary pressures would remain subdued,” 
Morgan Stanley said. “However, we maintain our 
view that the RBI is unlikely to take up any 
further easing measures as we and the central 

bank expect inflation to gradually edge back 
towards the target of 4%.” 
The MPC aims to keep inflation at 4% over the 
medium term, and is scheduled to meet again 
on Oct. 3-4. 
India is scheduled to sell bonds worth 150 billion 
rupees this week which includes 70 billion 

rupees of 6.79% 2029 bond. The RBI will set the 
underwriting fees for the auction today. The 

central bank is also selling 91-day and 364-day 
Treasury Bills worth 160 billion rupees today. 
The benchmark Brent crude oil contract was at 
$51.01 to a barrel against $50.80 yesterday. 
India imports 80% of its crude oil requirements.  

 
By Dharam Dhutia; dharam.dhutia@newsrise.org; 91-
22-61353308; Edited By Murukesh Krishnan;  
Send Feedback to feedback@NewsRise.org 
Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 
 

Indonesia 

Fitch says Indonesia regulation to 

benefit bond issuers in long term 

18-Aug-2017  
Aug 18 (Reuters) - Fitch -  
Indonesia regulation to benefit bond issuers 

in long term. Does not expect new regulation 
in Indonesia to significantly increase number 
of companies tapping debt market to reduce 
reliance on bank loans. 
 
(Bengaluru Newsroom) (( +1 646 223 8780; )) 
 
 

Indonesia banks on stronger GDP 

growth in 2018 budget proposal 

16-Aug-2017  
 2018 budget proposal assumes GDP 

growth of 5.4 pct 

mailto:Elias.Glenn@thomsonreuters.com
mailto:elias.glenn@thomsonreuters.com
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 Govt targets modest increases in 
spending, revenue 

 Budget deficit seen at 2.19 pct of GDP, vs 
this year's 2.92 pct 

By Hidayat Setiaji and Bernadette Christina 
Munthe 
JAKARTA, Aug 16 (Reuters) - Indonesian 

President Joko Widodo on Wednesday 
proposed a state budget for 2018 that 
assumes an acceleration in growth to fund a 
series of measures aimed at addressing 

inequality in Southeast Asia's biggest 
economy.  

In an address to parliament, Widodo said the 
main focus of his fiscal policy next year was 
fairer distribution of growth, including targetting 
the building of infrastructure and developing 
border areas.  

The president said the budget - which sees a 

deficit of 2.19 percent of gross domestic product 
(GDP) - was "credible and sustainable", though 
some economists described it as conservative. 
The fiscal deficit is below the 2.92 percent set 
for 2017.  
Widodo said the economy is likely to expand 5.4 

percent in 2018, faster than the 5 percent 
average growth rate between 2014-2016 and his 
target of 5.2 percent this year. 
Nonetheless, the projected growth rate is still 
well below the 7 percent level he had promised 
during his campaigning for president in 2014.  
He proposed total expenditure of 2,204.4 trillion 

rupiah ($164.79 billion) next year, a 5 percent 
rise from the level the government expects to 
spend in 2017, including a 20.7 trillion rupiah 
increase in infrastructure spending. 
But the allocation for defence and domestic 
security spending in 2018 was smaller than this 
year. 
TAXING PLASTIC BAGS 
The spending targets were based on the 
Widodo administration collecting revenue of 
1,878.4 trillion in 2018, or 8 percent higher 
than this year's target. 

The government plans to impose excise taxes on 
plastic bags and review other tax policies next 
year to boost revenue collection, according to its 

budget proposal. 

It also hopes an international agreement to 
exchange tax-related information will improve 
compliance by taxpayers. 
Oil and gas-related revenue is projected to 
increase next year as the government assumes 
higher production and maintains its assumption 

for global crude prices at $48 a barrel. 
Gundy Cahyadi, DBS Bank economist in 
Singapore, said the government's growth target 
was in line with its outlook for next year, but he 
saw "some downside risks". He cited indicators 
of weak manufacturing growth as the main 
concern. 

Misbakhun, a member of parliament's financial 

commission, said that some major events due to 
take place in Indonesia in 2018, including the 
Asian Games, the IMF-World Bank's annual 
meetings and regional elections, should help 
boost growth. 

The 2018 budget proposal needs parliamentary 

approval. Widodo is likely to get it after 

legislators make some small amendments in the 
plan.  
 
($1 = 13,377 rupiah) 
(Reporting by Hidayat Setiaji, Bernadette Christina 
Munthe, Gayatri Suroyo and Fransiska Nangoy; Editing 
by Ed Davies and Richard Borsuk) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
 
 
 

Iraq 

Fitch: Iraq Bond Issue, IMF Review 

Keep 2017 Financing on Track 

09-Aug-2017 

HONG KONG/LONDON, August 09 (Fitch) Iraq's 

USD1 billion bond issue and the completion of 
the second review of its IMF programme keep 
the country's financing plans for 2017 on 
track, Fitch Ratings says. External financing is 
playing a larger role in Iraq's fiscal financing, 
underscoring the importance of the IMF 
programme. 

Iraq's 2023 bond priced to yield 6.75% last 
week. It is the first unguaranteed new Iraqi 

sovereign bond in more than a decade and 
follows a USD1 billion five-year US-guaranteed 

deal in January. Both deals were part of the 
Iraqi government's announced funding plan for 
2017, and issuance reduces the near-term risk 
of fiscal strains emerging. 
The greater role of external funding in 
financing Iraq's budget deficit was also 
highlighted by the IMF's statement on 1 
August that completion of the second review 
of Iraq's stand-by arrangement (SBA) would 

release around USD825 million. This would 
bring disbursements under the SBA to USD2.1 
billion. External funding (market and 
multilateral), combined with recovering oil 

prices, is reducing reliance on indirect monetary 
financing from the Central Bank of Iraq (CBI), 

although this is still playing an important role in 
2017. 
We think the Iraqi authorities will continue to 
focus on external funding for deficit finance in 
2018, given positive investor sentiment (last 

week's bond issue was heavily oversubscribed) 
and continued IMF support. This gives them a 
strong incentive to adhere to the SBA, which 
entails a total of USD5.3 billion of funding over 
three years. The domestic banking sector is not 
in a position to provide significant deficit 
financing other than indirect monetary financing 

by the CBI. 
The decision to pass a supplementary budget in 

coordination with the IMF review process shows 
that the Iraqi government remains committed to 
the programme. But it also indicates the 
challenges. The IMF's 1 August assessment 

highlighted progress made, but also the 
potential risks to compliance, stating that 

mailto:gayatri.suroyo@thomsonreuters.com
rm://gayatri.suroyo.thomsonreuters.com@reuters.net/
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performance "has been weak in some key 

areas", although "understandings have been 

reached on sufficient corrective actions to keep 
the program on track". The IMF said that further 
fiscal consolidation is needed in 2017-2018, 
including increasing non-oil revenue and cutting 
current expenditure. It also highlighted the 
importance of "improving public financial 

management", including clearing arrears. 
The supplementary budget actually allows for a 
larger 2017 deficit than planned, reflecting the 
difficulty in cutting back in some spending areas. 
Capacity constraints and high political risk mean 
fiscal reform is slow, while Iraq's fiscal outturns 

are vulnerable to any renewed fall in oil prices 
and uncertainty around the level of arrears. 
Provincial and legislative elections also present 

some risk to fiscal consolidation in 2018. 
Higher oil prices and lower government spending 
helped Iraq's fiscal position improve in 2H16 and 
early 2017. This was reflected in our revision of 

the Outlook on Iraq's 'B-' sovereign rating to 
Stable from Negative in March. We forecast 
debt/GDP to stabilise at around 63% in 2017-
2018, although this includes legacy debt lent by 
GCC countries that Iraq is not under pressure to 
repay or service. Iraq's interest 
payments/revenue ratio is well below the 

median for 'B' category sovereigns. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Leslie Tan, 
Singapore, Tel: +65 67 96 7234, Email: 
leslie.tan@fitchratings.com; Wai-Lun Wan, Hong Kong, 
Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
 
 
 

Jordan 

Jordan approaches banks for dollar 

bond or sukuk issue  

13-Aug-2017  
By Davide Barbuscia 

DUBAI, Aug 13 (Reuters) - The government of 

Jordan has asked banks to submit proposals 
to arrange a U.S. dollar conventional or 
Islamic bond issue, sources familiar with the 
matter said on Sunday. 

The bond would be of benchmark size, said one 
of the sources, declining to be named because 
the information is private. Benchmark-sized 
bonds are generally upwards of $500 million. 

Jordan issued its first domestic sukuk last year, 
but should it opt for an Islamic bond, the 
planned debt sale would be the first international 
sukuk ever issued by the country. 
Jordan's ministry of finance did not immediately 
respond to a request for comment. 

Jordan raised $500 million in April through a tap 

of its existing $500 million bond issued in 
November 2015 and maturing in 2026. Under a 
bond tap, an existing transaction is reopened for 
subscription, using the same documentation as 

before. 

It also issued last October a $1 billion bond 

maturing in January 2027, with Citi and 
JPMorgan leading the transaction. 
Jordan's economy has been severely hit by 
the flow of refugees arriving from Syria since 
2011. "Providing for the needs of the Syrian 
refugees in Jordan has materially impacted 
Jordan’s public finances and will continue to 
do so," said Jordan's latest bond prospectus, 

dated April 2017. 

"If the Kingdom does not receive additional and 
sufficient assistance from the international 
community(...)the presence of large numbers of 
Syrian refugees in Jordan will continue to 
materially strain the general resources of the 
Government and negatively affect the Kingdom’s 

economy." 
Jordan, rated B1 by Moody's and BB-minus by 
Standard & Poor's, is receiving support from the 
International Monetary Fund through a three-
year, $723 million extended fund facility, which 
was approved in August last year.  
It also relies on funds from the World Bank and 

other international organisations. Before the 
issue of $500 million in bonds in November 2015 
as a standalone credit, Jordan issued bonds fully 
guaranteed by the U.S. government through the 
U.S. Agency for International Development 
(USAID).  

 
(Additional reporting by Suleiman Al-Khalidi; Editing 
by Andrew Torchia) 
(( Davide.Barbuscia@thomsonreuters.com ;)) 

 
 
 

 

Kazakhstan 

Kazakh central bank plans $3 bln bond-

buying scheme to ease debt crisis 

10-Aug-2017  

 Programme to start in September 

 Shareholders must contribute under the 
scheme 

By Mariya Gordeyeva 
ALMATY, Aug 10 (Reuters) - Kazakhstan's 

central bank plans to inject 0.6-1.0 trillion 
tenge ($1.8-3.0 billion) into local banks 
through a bond-purchasing programme to 
help them write off bad loans, provided 
shareholders pitch in too, an official said on 
Thursday.  

The central bank will invest twice the amount 

provided by a lender's shareholders in 
purchasing banks' subordinated bonds, said 
Olzhas Kizatov, head of its banking sector 
supervision department. 
"We need to support banks' capital so they could 

actually write off problem loans," he said. "This 
is only possible through the creation of 

additional provisions." 
According to official data, Kazakh banks' 
combined bad loans stand at 11 percent of their 
total assets. 

mailto:peter.fitzpatrick@fitchratings.com
mailto:leslie.tan@fitchratings.com
mailto:wailun.wan@fitchratings.com
mailto:Davide.Barbuscia@thomsonreuters.com
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"In reality, we understand that this figure is 

higher," Kizatov said. 
The bond-buying programme will be launched 
in September, he said. It follows a 2.4 trillion 
tenge ($7.2 billion) bailout of the Central 
Asian nation's biggest lender by assets, 

Kazkommertsbank, last month. The former 
Soviet republic has struggled to recover from the 
2008/09 global financial crisis and its banking 

sector has been beset more recently by bad 
loans since the sharp slide in the price of oil, 
Kazakhstan's main export. 
Banks with capital of at least 45 billion tenge 
($135 million) - or 16 out of Kazakhstan's 33 
lenders - will be eligible for funding under the 
15-year programme. 

 
($1 = 332.39 tenge) 
(Reporting by Mariya Gordeyeva; Writing by Olzhas 
Auyezov; Editing by Andrey Ostroukh and Raissa 
Kasolowsky) 
(( olzhas.auyezov@thomsonreuters.com ; +7 727 
2508 500; Reuters Messaging: 
olzhas.auyezov.thomsonreuters.com@reuters.net )) 
 
 

 
Malaysia 

Malaysia sells govt bonds maturing in 

2021 at avg 3.441 pct yield 

14-Aug-2017  

KUALA LUMPUR, Aug 14 (Reuters) - Malaysia 

has sold 3.5 billion Malaysian ringgit ($0.8 
billion)in government bonds maturing in 2021 
at an average yield of 3.441 percent, the 
central bank said on Monday. 

The bid-to-cover ratio was 1.71 times. 
 
($1 = 4.29 Malaysian Ringgit) 
(Reporting by Kuala Lumpur newsroom) 
((Tel: +603-2333 8046)(Fax: +603-2072 
6752)(Bureau Email: areuters@gmail.com)) 

 
 
 

 

Philippines 

Philippines eyes sale of domestic bonds 

to help rebuild Marawi 

10-Aug-2017  
MANILA, Aug 10 (Reuters) - The Philippines 

might raise 30 billion pesos ($591.7 million) 
by selling 20-year bonds in the domestic 

market to fund the rehabilitation and 
rebuilding of the besieged southern city of 
Marawi, the finance department said on 
Thursday. 

An end to the fighting in Marawi, which has 
entered a 12th week, is not in sight as pro-

Islamic State militants remain entrenched in the 
commercial district despite weeks of military air 

strikes and shelling. 
"These are what you would call 'patriotic' bonds 
to help augment the funds that the government 

has set aside for Marawi's rehabilitation," 

Finance Secretary Carlos Dominguez said in a 

statement. 
Dominguez said the government is looking at 
bonds with a 20-year tenor.  
The government has yet to estimate the cost 
from damage to infrastructure plus economic 
losses in the standoff, which has been the 

biggest challenge of President Rodrigo Duterte 
since his six-year term began in mid-2016.  
Duterte has initially set aside 20 billion pesos, to 
be partly sourced from the government's 
disaster fund, to finance the rebuilding of the 
city of more than 200,000 people. Officials in 

Marawi said about 20 percent of the city has 
been destroyed. 
Nearly 700 people, including 120 soldiers, have 

been killed since the militants, aided by foreign 
fighters from Indonesia, Malaysia and the Middle 
East, seized control of Marawi City on May 23. 
Duterte has extended martial law on the 

southern island of Mindanao until the end of the 
year, to give him time to crush a rebel 
movement inspired by the Islamic State group.  

 
($1 = 50.7000 Philippine pesos) 
(Reporting by Karen Lema; Editing by Richard Borsuk) 
(( karen.lema@thomsonreuters.com ; +632 841-
8938; Reuters Messaging: 
karen.lema.thomsonreuters.com@reuters.net )) 

 
 
 

Saudi Arabia 

Saudi Arabia plans to launch second 

local currency sukuk issuance next 

week 

16-Aug-2017  
DUBAI, Aug 16 (Reuters) - Saudi Arabia plans 

to launch the second issue of its local 
currency sukuk programme during the week 
beginning on August 20, the ministry of 
finance said on Wednesday. 

Saudi Arabia made its first offer of riyal-

denominated sukuk, or Islamic bonds, in late 

July. 
The government, which is raising debt financing 
to cover a budget deicit caused by lower oil 
prices, raised 17 billion riyals ($4.53 billion) with 
the first issuance. 

 
($1 = 3.7501 riyals) 
(Reporting by Davide Barbuscia; Editing by Adrian 
Croft) 
(( Davide.Barbuscia@thomsonreuters.com ;)) 
 
 
 

 
 

 

mailto:olzhas.auyezov@thomsonreuters.com
rm://olzhas.auyezov.thomsonreuters.com@reuters.net/
mailto:areuters@gmail.com)
mailto:karen.lema@thomsonreuters.com
rm://karen.lema.thomsonreuters.com@reuters.net/
mailto:Davide.Barbuscia@thomsonreuters.com
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South Korea 

S&P says Republic of Korea 'AA/A-1+' 

ratings affirmed; outlook stable 

18-Aug-2017 Aug 18 (Reuters) -  

S&P - republic of korea 'AA/A-1+' ratings 

affirmed; outlook stable 

S&P - although geopolitical tensions have risen 
of late in the Korean Peninsula, believe a direct 
armed conflict is unlikely 
S&P - also affirmed the 'A-1+' short-term rating 
on Korea 

S&P - believe the risk of an armed conflict in the 
Korean Peninsula remains remote despite the 
growing geopolitical tensions in recent months 
S&P-outlook reflect expectation geopolitical 

risks in Korea will not escalate over next 2 
years beyond what was observed since last 
leadership change 

S&P - ratings on Korea reflect the country's 

favorable policy environment, sound fiscal 
position, and net external creditor position 

 
Source text - http://bit.ly/2ib6PB2 
(( Bangalore.newsroom@thomsonreuters.com ;)) 

 
 

 

S. Korea fin min says will act to 

stabilise financial markets if needed 

16-Aug-2017  

SEOUL, Aug 16 (Reuters) - South Korea finance 

minister said on Wednesday the government 
will act to stabilise financial markets if they 
become more volatile because of tensions 
between Pyongyang and Washington, but 
noted markets are already showing signs of 
stability.  

"The government will closely monitor (financial) 
markets, and take measures to stabilize markets 
as needed in coordination with the Bank of 

Korea," Kim Dong-yeon said before a meeting 
with Bank of Korea Governor Lee Ju-yeol. 
Lee, who also spoke before the meeting which 
was arranged to discuss the economic impact 

from the risks posed by North Korea, said there 
was no need for serious concern because South 

Korea's economic fundamentals were strong. 
The South Korean won has begun to recover 
from a one-month low reached on Friday after 
North Korea's leader this week delayed a 
decision on launching missiles at Guam, partly 
easing tensions with the United States.  
Foreign investors have been net sellers of South 

Korean shares since August 9, offloading 1.31 
trillion won ($1.15 billion) worth of shares 
between last Wednesday and Monday this week. 
Local financial markets were closed on Tuesday 
for a public holiday.  

 
($1 = 1,137.6000 won) 
(Reporting by Cynthia Kim and Christine Kim) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5654; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
 

 
 

Sri Lanka 

Sri Lanka's c.bank suspends PABC's 

primary dealer status after bond probe 

15-Aug-2017  
By Shihar Aneez and Ranga Sirilal 
COLOMBO, Aug 15 (Reuters) - Sri Lanka's 

central bank suspended on Tuesday the 
primary dealer status of Pan Asia Banking 
Corporation (PABC) for six months, following 
an investigation into alleged irregularities in 
government bond sales. 

The central bank said in a statement it imposed 

the suspension because of the findings of an 

investigation carried out by the monetary 
authority related to PABC's transactions with 
Perpetual Treasuries Ltd in the government 
securities market. It did not provide further 
details. 
Last month, the central bank suspended the 
business operations of Perpetual Treasuries, 
which is being investigated in relation to 
possible irregularities at a 30-year 
government bond sale in 2015.  

"Action will also be taken by the central bank to 
safeguard the interests of the customers and 
counterparties of PABC in the government 
securities market, in an orderly manner," the 

central bank said. 

"The central bank wishes to emphasise that this 
regulatory action restricts PABC's access to the 
primary auctions for government securities. It 
does not affect any of the other 
activities/services of PABC." 
Shares of PABC resumed trading after being 

suspended for more than an hour by the 
Colombo Stock Exchange. The company said the 
suspension would have no bearing on the bank's 
regular banking activities. 
By 0740 GMT, the shares were down 3.5 
percent. 

Officials from PABC and Perpetual Treasuries 
were not immediately available for comment.  

PABC's suspension comes less than a week after 
former finance minister Ravi Karunanayake 
stepped down from his foreign minister post 
over corruption charges also linked to Perpetual 
Treasuries, a subsidiary of a company owned by 

the son-in-law of Arjuna Mahendran, the former 
central bank governor.  
The 2015 auction under investigation was 
originally intended to raise 1 billion rupees ($7 
million) in 30-year bonds, but eventually grew to 
more than 10 times that amount to meet 
government borrowing needs. 

More than half of the issue was sold to Perpetual 
Treasuries in what has been criticised as a 
conflict of interest. 

Perpetual Treasuries, Mahendran, and his son-
in-law have denied any wrongdoing. 

 
(Reporting by Shihar Aneez and Ranga Sirilal; Editing 
by Eric Meijer and Jacqueline Wong) 

http://bit.ly/2ib6PB2
mailto:Bangalore.newsroom@thomsonreuters.com
mailto:Cynthia.Kim@thomsonreuters.com
rm://cynthia.kim.thomsonreuters.com@reuters.net/
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(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
 

EUROPE 

 

Romania 

Romania sells planned 300 mln lei (65 

mln euro) of 2022 T-notes, yield falls 

17-Aug-2017  
BUCHAREST (Romania), August 17 (SeeNews) - 
Romania sold on Thursday 300 million lei ($78 
million/65 million euro) worth of Treasury 
notes maturing on December 19, 2022, 
central bank data showed. 

The average accepted yield fell to 2.90% from 
2.93% achieved at the previous auction of 
government securities of the same issue held in 
July, the data indicated. 

Demand for the T-notes, which carry an annual 
coupon of 3.50%, fell to 614.1 million lei from 
656 million lei at July auction. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 45 million lei in a 
non-competitive tender. 
Romania's finance ministry plans to auction 

3.4 billion lei in government securities and to 
sell an additional 345 million lei in non-
competitive offers in August. 

In July, the finance ministry sold 5.17 billion lei 
worth of domestic debt paper in auctions and an 
additional 390 million lei in non-competitive 
offers, slightly below target. 
So far this year, the finance ministry has sold 

some 32 billion lei and 340 million euro worth of 
bills and bonds and has tapped foreign markets 
for 1.75 billion euro of 2027 and 2035 
Eurobonds. 
At the beginning of March, the ministry said it 
plans to sell about 2.5-3.0 billion euro worth of 
Eurobonds on the international markets and 

some 48-50 billion lei worth of leu-denominated 

domestic debt this year. 

 
(1 euro= 4.5816 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Romania's foreign debt rises to 94.27 

bln euro in June  

14-Aug-2017  
BUCHAREST (Romania), August 14 (SeeNews) - 
Romania's foreign debt rose to 94.27 billion 

euro ($110 billion) at the end of June from 
92.38 billion euro at the end of 2016, the 
central bank, BNR, said on Monday. 

The end-June figure includes 69.40 billion euro 
in long-term foreign debt, up from 68.98 billion 
euro at the end of 2016, BNR said in a balance 
of payments report for June, citing provisional 
data. 

Long-term external debt service ratio fell to 

23.5% at the end of June, compared to 27.4% 

at end-2016. 
At end-June 2017, goods and services import 
cover stood at 6 months, as compared to 6.3 
months at end-2016. 
The ratio of BNR’s foreign exchange reserves to 
short-term external debt by remaining maturity 

was 85.9% at end-June, against 90.1% at end-
2016. 
 
 ($=  0.8762 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 
 

Russia 

Central Bank of Russia - Financial 

market participant admission: function 

centralisation  

17-Aug-2017  
The Bank of Russia has established Western 
and Eastern admission centres for financial 
organisations in Saint Petersburg and 

Yekaterinburg respectively. Both centres were 
established in the course of centralisation of the 
financial market admission function and are 
regional structural divisions of the Bank of 

Russia's Department for Market Access and 
Activity Termination of Financial Institutions.  

The admission centres will progressively take up 
registration and banking licensing-related 
functions of the Bank of Russia's territorial 
divisions (except for registering credit 

institutions, examining documents and making 
decisions regarding the state registration of 
charters, amendments to charters and issuance 
of banking licences, which were previously 
transferred to the Department for Market Access 
and Activity Termination of Financial Institutions 
at the head office).  

Thus, as of 11 August 2017, the Western 
financial institution admission centre has taken 
up said functions previously performed by the 

North-Western Main Branch of the Central Bank 
of the Russian Federation and its divisions 
(divisions - national banks), while the Eastern 
admission centre has taken up functions 

previously performed by the Ural Main Branch of 
the Central Bank of the Russian Federation and 
its divisions (divisions - national banks).  
Credit institutions, other legal entities and 
individuals should take the above changes in to 
account in their interaction with the Bank of 

Russia regarding banking registration and 
licensing.  
In order to assist financial market 
participants in the issues associated with the 
current changes in structural divisions' 
authorities and guide financial market 
participants, the Bank of Russia has created 
the Financial Market Participant 
Admissionsection on its website under 
Informational and Analytical Materials - 

Banking Sector. Here, it posted a Guide on 

mailto:shihar.aneez@thomsonreuters.com
rm://shihar.aneez.thomsonreuters.com@reuters.net/
https://twitter.com/shiharaneez
http://www.cbr.ru/analytics/?Prtid=bnksyst&ch=PAR_62812#CheckedItem
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Changes in Registration and Banking Licensing-

related Responsibilities of the Bank of Russia's 

Divisions, a manual and usage samples.  
As duties of the Bank of Russia's main branches 
are transferred to the Western and Eastern 
admission centres, the Guide will be updated 
accordingly.  
 
16 August 2017 - Central Bank of Russia published this 

content on 16 August 2017 and is solely responsible 
for the information contained herein. 
Distributed by Public, unedited and unaltered, on 17 
August 2017 13:06:26 UTC.  
(C) Copyright 2017 - Central Bank of Russia 
. 
 
 

Slovenia 

Slovenia's gross foreign debt edges 

down in June  

14-Aug-2017  
LJUBLJANA (Slovenia), August 14 (SeeNews) – 
Slovenia's gross foreign debt decreased to 
44.47 billion euro ($52.5 billion) at the end of 
June, down 0.6% month-on-month, 
preliminary central bank data showed on 
Monday. 

Net external debt dropped to 10.55 billion euro 
at end-June, from 10.66 billion euro at end-May, 
the data indicated. 

General government gross foreign debt edged 
down 1.1% on the month, reaching 23.42 billion 
euro at end-June, while the debt of the central 
bank rose to 2.59 billion euro from 2.50 billion 

euro. 
The debt of deposit-taking corporations, 
excluding the central bank, decreased 1.2% 
month-on-month to 3.94 billion euro at end-
June, the debt of the non-financial sector edged 
down 0.4% to 10.93 billion euro, and 

intercompany lending lost 0.03% to 3.58 billion 
euro. 

 
($=0.8474 euro) 
Copyright 2017 SeeNews. All rights reserved. 

 
 
 

Turkey 
 

Turkish budget shows surplus of 926 

million lira in July 

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

budget showed a surplus of 926 million lira 
($262 million) in July, the finance ministry 

said on Tuesday, compared with a surplus of 
129 million lira in the same period a year 
earlier. 

The July budget produced a primary surplus of 
6.7 billion lira, widening from a surplus of 4.3 
billion lira the previous year, the ministry said. 
 

($1 = 3.5290 liras) 
(Reporting by Ece Toksabay and Nevzat Devranoglu; 
Editing by Dominic Evans) 
(( ece.toksabay@tr.com ; +90 312 2927022; Reuters 
Messaging: ece.toksabay.reuters.com@reuters.net )) 

 
 

LATIN AMERICA  

 

Argentina 

Argentina highly exposed to risk 

sentiment 

08-Aug-2017  

By Paul Kilby 
NEW YORK, Aug 8 (IFR) - Argentina's 

dependence on foreign bond sales to finance 
deficits makes it one of the emerging market 
countries most exposed to risk sentiment, 
CreditSights said in a report this week.  

Here are some other highlights of the report: 
- The main risk for investors is Argentina's fiscal 
deficit, which is close to 6% of GDP and has 
worsened under President Mauricio Macri 
- 72% of public sector debt was denominated in 
foreign currency as of last year, so more 
depreciation of the peso would increase interest 

payments 
- The government has limited scope to tackle 

deficits with higher taxes, which are already high 
- A large rise in commodity prices would help 
Argentina cut spending 
- Argentina has potential for upgrades in the 
next 12 months and its debt could outperform 

- But CreditSights would prefer not to build a 
position at this point given the large balance of 
payments deficit, and pending mid-term 
elections in October 
- CreditSights still finds better value elsewhere 
in EM, given how tight Argentina trades in the 

short-end of its curve 
 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 
 

Brazil 

More government action needed to 

meet looser Brazil fiscal goals  

17-Aug-2017  
By Bruno Federowski 
SAO PAULO, Aug 16 (Reuters) - Brazil must 

raise taxes and sell assets to meet fiscal 

targets even after loosening its goals, a 
Reuters poll showed on Wednesday, 
highlighting the government's struggle to 
maintain its commitment to austerity. 
Nineteen of 22 economists expect additional 
fiscal measures by the end of the year, 

mailto:ece.toksabay@tr.com
mailto:ece.toksabay.reuters.com@reuters.net
mailto:paulj.kilby@thomsonreuters.com
rm://paulj.kilby.thomsonreuters.com@reuters.net/
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following a cost-cutting package put forward 
on Tuesday alongside the revised targets.  

"Although the measures announced yesterday 

are pointed in the right direction, they are 
clearly insufficient," said André Duarte, an 
economist at Rio de Janeiro-based asset 
manager Truxt Investimentos. 
The government loosened its annual budget 
targets on Tuesday through 2020, signaling 

seven straight years of budget deficits starting in 
2014.  
Brazil's slower-than-expected economic recovery 
has led tax revenues to undershoot government 
forecasts, forcing policymakers to repeatedly 
slash spending. 

Unpopular center-right President Michel Temer 
has also been grappling with lawmakers 

unwilling to back new taxes or belt-tightening 
measures as the 2018 legislative and 
presidential elections fast approach. 
The situation has raised flags for investors 
seeking clear indications of austerity, given that 

most of the measures announced by Finance 
Minister Henrique Meirelles and Planning Minister 
Dyogo Oliveira on Tuesday require approval in 
Congress. 
Only two economists saw the government 
turning to lawmakers for a major tax hike. 
Instead, 15 expected the government to raise 

minor tariffs that can be tweaked by decree. 
Ten economists said officials would announce 
new asset sales and privatizations, extending 

efforts to raise one-time revenues and bolster 
investment in Brazil's aging infrastructure. Six 
expected additional government spending cuts. 

"The government's economic team knows it 
should focus on spending cuts and complement 
them with actions affecting revenues," said Itaú 
Unibanco economist Pedro Schneider. "But this 
adjustment needs to go through Congress, so 
one has to consider what is likely to be approved 
or rejected." 

Itaú is the top forecaster of Brazil's primary 
budget results in Reuters polls.  
Temer's fiscal efforts are likely to bear fruit, with 
16 economists forecasting that Brazil will meet 

the 2017 and 2018 budget targets. 
That could help it avoid a credit downgrade, 16 
of the economists said. Brazil lost its 

investment-grade credit rating in 2015, after 
Temer's leftist predecessor Dilma Rousseff 
repeatedly missed budget targets. 
Standard & Poor's on Tuesday reaffirmed Brazil's 
"BB" rating, dismissing the possibility of a short-
term downgrade. An analyst at Moody's 

Investors Service said on Wednesday looser 
budget targets do not affect its perception of the 
country. 
 
($1 = 3.16 reais) 
(Editing by Brad Haynes and Lisa Shumaker) 
(( Bruno.Federowski@thomsonreuters.com ; 55 11 
5644 7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

 

S&P says Brazil ratings removed from 

CreditWatch, affirmed at 'BB/B'; 

outlook is negative on ongoing policy 

challenges 

16-Aug-2017  
Aug 15 (Reuters) - S&P Global Ratings:  
S&P - maintains Brazil's sovereign credit 

rating at bb; revises outlook to negative from 
CreditWatch negative 

S&P - Brazil ratings removed from CreditWatch 

and affirmed at 'BB/B'; outlook is negative on 
ongoing policy challenges 
S&P on Brazil - negative outlook reflects view 
that there is at least 1–in–3 likelihood that we 
could lower ratings on brazil over coming 6 to 9 

months 
S&P on Brazil - ratings on Brazil reflect view of 

its established political institutions that provide 
important backing for economic stability 
S&P on Brazil - "ratings could stabilize over the 
coming six to nine months" 
 
(( bangalore.newsroom@thomsonreuters.com ;)) 
 
 
 

 

Chile 

Fitch downgrades Chile to 'A'; outlook 

revised to stable 

11-Aug-2017  
Aug 11 (Reuters) - Fitch: 
Fitch downgrades Chile to 'A'; outlook revised 
to stable 
Says downgraded Chile's Long-term Foreign-
Currency Issuer Default Rating to 'A' from 

'A+', and Long-term Local-Currency IDR to 
'A+' from 'AA-' 

Says downgrade of Chile's IDRs reflects 
prolonged period of economic weakness and 
lower copper prices 
Says expects a broadly disciplined policy 

framework to be maintained after 2017 elections 
Says Chile's country ceiling has been 

downgraded to 'AA' from 'AA+', and Short-Term 
Foreign- and Local-currency IDRs to 'F1' from 
'F1+' 
Says Chile's growth is "unlikely to recover" to 
levels consistent with per-capita income 
convergence with 'A' peers 
Says Chile's period of weak economic growth 

following mining super-cycle is lasting longer 
than expected 
Projects gradual reduction in fiscal deficits after 
2018, sees limited upside for pace of 
consolidation regardless of who wins 2017 
election 
 
 (( Bangalore.newsroom@thomsonreuters.com ;)) 
 

mailto:Bruno.Federowski@thomsonreuters.com
rm://bruno.federowski.thomsonreuters.com@reuters.net/
mailto:bangalore.newsroom@thomsonreuters.com
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Colombia 

Colombia cenbank to continue rate 

cuts, inflation still a concern 

18-Aug-2017  
BOGOTA, Aug 18 (Reuters) - Colombia's central 

bank board will continue to lower the 
benchmark interest rate in a bid to boost 
economic growth, central bank chief Juan 
Jose Echavarria said on Friday, though the 
margin for further cuts is closing. 

The board has been grappling for more than two 
years with the pressures of a weak economy, 

caused by the global drop in oil prices, and high 
inflation that in July 2016 reached almost 9 

percent. 
Cuts to the interest rate, which total 225 basis 
points since the trimming cycle began in 
December, left borrowing costs at 5.50 percent 

last month.  
"Our margin to be able to lower the rate is 
closing, because our [inflation] target is 3 
[percent]. Not 4 [percent]," Echavarria said 
during the bank's quarterly inflation 
presentation. "They are still high rates." 
The Andean country's economy will grow 

between 2.5 percent and 3 percent next year, 
he said. 

Echavarria added he hoped inflation would end 
this year just within the central bank's target 

range of 2 percent to 4 percent. 
"We will end the year, hopefully, at 3.9 percent." 
Consumer price increases at that rate would be 
"very good news," he said. 

The central bank's technical team anticipates 
growth of between 1.6 percent and 1.8 percent 
for 2017. The economy grew 1.3 percent in the 
second quarter, the government said on 
Tuesday, slightly less than expected by the 
market.  
"It's possible we are touching bottom, we are 

still growing at very low rates," Echavarria said. 
"Next year we could grow between 2.5 [percent] 
and 3 [percent]." 

Long-term growth will be between 3 percent and 
3.5 percent, the bank chief added. 
 
(Reporting by Julia Symmes Cobb, Nelson Bocanegra 
and Carlos Vargas; Editing by Diane Craft) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381; 
)) 

 
 
 

Ecuador 

Ecuador may need to return to bond 

market in Q4: Nomura 

17-Aug-2017  
By Paul Kilby 
NEW YORK, Aug 17 (IFR) - An unrealistic 2017 

budget in Ecuador will mean the sovereign 
will have a heavier need to access the capital 

markets later this year, according to a report 
from Nomura released on Thursday. 

Below are highlights from the report: 

- Economic strategy remains subordinated to a 
power struggle between former president Rafael 
Correa and the current president Lenin Moreno  
- And with the 2017 budget overestimating 
revenues without making sufficient spending 
cuts, there could be a potential shortfall of 

US$4bn 
- Options to cover that shortfall include arrears 
with suppliers, multilateral loans and more US 
dollar debt issuance 
- The sovereign's bonds have been supported by 
investors who have liked what are some of the 

cheapest levels for a single B rated oil exporter.  
- Accounts have also seen Ecuador as an 

alternative to Venezuela and PDVSA bonds as 
they reduce their portfolio weighting to 
underweight. 
- But supply risks later this year could test 
appetite for the sovereign. 

(According to IFR data: Ecuador issued US$2bn 
of bonds in May, bringing the total raised in the 
international bond markets to US$5.75bn since 
July 2016.) 

 
(Reporting By Paul Kilby; Editing by Jack Doran) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 

 
 
 

Jamaica 

Sovereign comes flat to curve on latest 

bond  

18-Aug-2017  
NEW YORK, Aug 17 (IFR) - Jamaica generated 

an order book last Tuesday that reached over 
US$3bn for a two-part US$869m bond as it 
sought to raise funding for a debt tender last 
week.  

Strong demand allowed the sovereign to price a 

US$505m tap of the 6.75% 2028s at 113.288 to 
yield 5%, the tight end of guidance of 5.125% 
(+/-12.5bp) and 25bp inside of IPTs of 5.25% 

area. 
It also landed a US$364m reopening of the 
7.875% 2045s at 118.338 to yield 6.45%, the 
tight end of guidance of 6.5% area (+/-5bp) and 
inside guidance of 6.625% area. 
At those levels, the sovereign essentially came 
flat to its curve, where the 2028s and 2045s 

were quoted at around 5% and 6.45% pre-
announcement. 
"This is pricing like an investment-grade type 
issuer," said Sean Newman, a senior portfolio 
manager at Invesco. 
Jamaica has made progress in cutting its 
public debt and is committed to maintaining a 

primary debt surplus that hit 7% of GDP for 
the year ended in March, Fitch said earlier this 
year.  

"They are a good candidate for an upgrade," 

mailto:julia.cobb@thomsonreuters.com
mailto:paulj.kilby@thomsonreuters.com
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said Newman. "The market has applauded its 

fiscal performance, and now it is looking to 

switch gears to a more growth-oriented 
recovery." 
Proceeds will fund a cash tender for about 
US$750m of outstandings maturing in 2019, 
2021, 2022 and 2025. 
Jamaica offered a purchase price of 106.50, 

114.00, 127.50 and 130.50 on those securities, 
respectively.  
Bank of America Merrill Lynch and Citigroup 
acted as dealer-managers on the tender as well 
as leads on the bond sale. Expected ratings are 
B3/B/B. 

(This story will appear in the August 19 issue of 
IFR Magazine.) 
 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 
 

Venezuela 

Venezuela's PDVSA prepares to meet 

foreign debt commitment 

18-Aug-2017  
CARACAS, Aug 17 (Reuters) - Venezuelan state 

oil company Petroleos de Venezuela (PDVSA) 
has initiated bank transfers to meet its 
foreign debt commitments for the month, the 
company said in a statement on Thursday. 

PDVSA, the main source of foreign exchange 
earnings for the South American country, must 
pay more than $3.0 billion in debts in the 
remainder of 2017. 
"Banking transfers corresponding to the interest 

on the PDVSA 2022 bond coupon of 12.75 
percent for $191.3 million have already begun," 
the company said. "Thus, the state shows its full 
solvency."  

 
(Reporting by Deisy Buitrago; Editing by Leslie Adler) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
 
 
 

Venezuela central bank has $2 bln cash 

to pay 2017 debt 

17-Aug-2017  
CARACAS, Aug 17 (Reuters) - Venezuela's 

government has around $2 billion in available 
cash to make $1.3 billion in bond payments by 
the end of the year and to cover the import of 
food and medicine, according to documents 
reviewed by Reuters. 

The funds that could be used for debt payment 

include $1.3 billion in cash and IMF Special 

Drawing Rights held in central bank reserves, 
and $700 million in separate accounts that the 
central bank lists as "other financial assets," 
according to a report by local firm Financial 

Synthesis. 

The figures show that Venezuela, which many 

economists and analysts believe is on the verge 
of default, has the resources on hand to cover 
this year's sovereign bond payments. 
But making the payments will leave the 
government of President Nicolas Maduro with 
minimal hard currency to import basic consumer 

goods, which may fuel shortages of food and 
medicine and spur triple-digit inflation. 
"The country's financial vulnerability has been 
exacerbated by the weakness of the central 
bank's foreign currency assets," wrote economist 
Tamara Herrera of Financial Synthesis in a 

research report. 
Separately state oil company PDVSA, for the 
remainder of 2017, faces $3.0 billion in interest 

and principal payments. PDVSA typically uses its 
own funds to make debt payments, while 
sovereign bond payments usually come from 
central bank coffers. 
Maduro says the country, which is struggling 
under a deep recession as its socialist 
economy unravels, is the victim of an 
economic war. He has promised to make all 
bond payments. 
The central bank did not respond to a request 
for comment on available funds to make debt 
payments. 

International reserves stood at $9.9 billion on 
Thursday, near a 22-year low. 

Most of the country's reserves are tied up in gold 

that cannot be used in financial transactions 
without going through a certification process in 
another country, meaning there is little short-
term opportunity to use it for debt payments. 
The central bank's financial statements also list 
"other financial assets" of some $30 billion, 

which economists say include exotic and illiquid 
securities that would require complex financial 
operations to be converted to cash. 
These assets include derivative securities called 
structured notes, promissory notes issued by 
PDVSA to the central bank, and accounts 
receivables for oil sold through cooperation 

agreement Petrocaribe, according to Herrera and 
a document seen by Reuters. 

"The majority of these securities have a market 
value of zero," Herrera wrote. 
Local consultancy Ecoanalitica estimates that the 
government could raise $2.6 billion through the 

sale of bonds and treasury notes listed in the 
central bank's "other financial assets" category. 

 
(Writing by Brian Ellsworth and Girish Gupta; Editing 
by Bernadette Baum) 
(( corina.pons@thomsonreuters.com) 
 
 

AFRICA 
 
 

 

Angola 
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S&P lowers Angola’s sovereign credit 

rating to B- from B 

11-Aug-2017 22:31:05 
Aug 11 (Reuters) - S&P:  
Lowers Angola’s sovereign credit rating to B- 
from B; raises outlook to stable from negative 
S&P says angola downgraded to 'B-' on rising 

debt service costs, weak economic prospects; 
outlook stable 

S&P says has lowered its expectations of 
Angola's pace of economic growth 
S&P - stable outlook reflects view that current 
account deficits will remain high, but can be 
financed without dragging on Angola's foreign 
exchange reserves 

S&P, on Angola, says banking sector is weak; 
some important state banks are undergoing 

restructuring processes, posing contingent risks 
to government  
 
((( Bangalore.newsroom@thomsonreuters.com );)) 
 
 
 

Congo 

With Congo finances collapsing, 

desperate government has few options 

17-Aug-2017  

 Inflation 50 pct, Congolese franc down 
sharply this year 

 Congo forecasts 2017 GDP growth at 3.1 

pct 

 IMF seen unlikely to offer help without 

political reform 

 Lack of work drives some to crime 

By Aaron Ross 

KINSHASA, Aug 17 (Reuters) - As Congo's 

government was soliciting urgent help from 
Western donors and the IMF last month to 
contain an economic crisis, the chairman of 
the state mining company brought an unusual 
guest to the prime minister's office. 

It was Raymond O'Leary, a vice president from 
Russia's second largest bank, state-owned VTB, 

to discuss a Eurobond aiming to raise funds for 
the cash-strapped government, Congolese and 
VTB officials confirmed. 
The choice of lead manager was striking, given 
that VTB is under U.S. sanctions any deal would 
have shut the door on IMF and pretty much all 
Western funding owing to donor objections. 

VTB's press office emphasized, however, that its 
VTB Capital arm in charge of Eurobond issuances 
is not under sanctions. 
"There are no legislative restrictions on the 
participation of foreign investment funds in 
placements organised by Russian investment 
banks," it said in a statement. 

Nevertheless, the deal fell through, partly 

because of concerns about the optics of dealing 
with VTB and also because Congolese officials 
realised any investors willing to buy the bond 
would demand a punitive spread. 
But the fact that the meeting took place at all 

revealed just how desperate Democratic 

Republic of Congo's government has become as 

it seeks to head off a collapse in national 
finances that is hitting the economy. 
Inflation is now at 50 percent and the Congolese 
franc has lost 30 percent making it one of the 
world's worst performers this year, though it 
recovered slightly this month. In addition, the 

central bank is so low on forex it has barely 
three weeks of import cover left. 
Congo's economic pain is fueling political 
instability. Violent street protests against 
President Joseph Kabila and a surge in militia 
attacks and prison breaks have stoked fears the 

Central African giant could slip back to the civil 
wars of the turn of the century in which millions 
died. 

Kabila took power when his father was 
assassinated in 2001 and has since won two 
elections.  
The IMF representative in Congo declined to 

comment, as did the prime minister's office and 
finance minister. But in a speech last month, 
central bank governor Deogratias Mutombo was 
uncharacteristically blunt:  
"The economy is in very bad shape," he said.  
"FALSE PROMISES" 
Congo is Africa's top copper producer and 
houses a trove of other minerals including oil, 

cobalt and gold, but low commodity prices 
have conspired with high deficits and rampant 
corruption to push its economic indicators 
into the red. 

"Currently there is no possibility – with the 
current economic situation and political 
instability – to have ... sufficient confidence to 
sustain a stable exchange rate," former banking 

association head Michel Losembe told Reuters.  
Earlier this month ratings agency Standard & 
Poor's downgraded Congo's sovereign credit 
rating, predicting year-end depreciation of the 
franc of about 35 percent and annual GDP 
growth of less than 2 percent from 2017-2020, 
down from 7.8 percent for 2011-2016. The 

government forecasts 2017 GDP growth at 3.1 
percent, up from 2.4 percent last year. Standard 
& Poor's sees GDP growth this year at 1.5 

percent. 
Three quarters of Congo's budget pays civil 
servant salaries and government operating 

expenses. Labour unions have launched strikes 
in recent weeks to demand pay rises. Labour 

unrest would worsen Congo's security crisis, 
which has seen violence rise in several parts of 
the country since Kabila refused to step down at 
the expiry of his mandate in December. 
A general strike largely paralysed economic 
activity for two days last week. In June IMF 

Managing Director Christine Lagarde, on Congo's 
request, offered to send a delegation in 
September to discuss possible aid. Yet she 

warned this would require "a credible trajectory 
toward political stability". A Kinshasa-based 
diplomat says IMF help is "near impossible" 
because it would require Kabila to commit to a 

timeline for stepping down - which he refuses to 
do - and open the books of Congo's opaque 

mailto:Bangalore.newsroom@thomsonreuters.com
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state-owned miner Gecamines. 

On the streets of Kinshasa, patience is wearing 

thin. In Ngaba district, where cement trucks vie 
for space with rickshaws on dilapidated, flooded 
roads, some residents have turned to the only 
option left: criminality.  
"Let the authorities spare us their false 
promises," said one 22-year-old gangster in 

Ngaba who gave only his first name, Yves. He 
said he had studied at a professional institute 
but couldn't find a job after graduating and has 
now turned to a cellphone theft racket. 
"There's no work," he said. "That's why we're 
out here fighting like gangsters." 

 
(Additional reporting by Alex Winning in Moscow, Ed 
Cropley in Johannesburg and Karin Strohecker in 
London; Editing by Tim Cocks and Matthew Mpoke 
Bigg) 
(( Aaron.Ross@thomsonreuters.com ; +243 81 51 00 
107; )) 
 
 

Egypt 

Yields drop sharply on Egypt's T-bills 

after foreign currency reserves surge 

06-Aug-2017  
CAIRO, Aug 6 (Reuters) - The average yields 

on Egypt's three- and nine-month treasury 
bills fell sharply in an auction on Sunday, 
central bank data showed, days after foreign 
currency reserves surged above their pre-
2011 levels.  

The average yield on the 91-day bill slipped to 
19.131 percent from 20.767 percent at the last 
similar auction on July 30 and the yield on the 
273-day bill fell to 18.878 percent from 20.570 

percent. 
Foreign purchases of both bills on Sunday 
totalled 8.9 billion Egyptian pounds ($501 
million), the head of public debt at the finance 
ministry, Sami Khallaf, told Reuters.  
Egypt's central bank said last week that 
foreign currency reserves jumped by $4.73 

billion at the end of July to $36.04 billion, 
higher than before the 2011 uprising that 
drove away tourists and foreign investors, key 
sources of foreign currency. 

"We are witnessing an influx of foreign inflows 
which is easing liquidity and reducing borrowing 
costs for the government," said Hany Farahat, 
senior economist at Cairo-based CI Capital. 
Egypt's dollar liquidity has been improving since 

it floated the pound in November as part of a 
$12 billion International Monetary Fund 
programme aimed at boosting the economy.  
Since the currency float, the central bank has 
raised key interest rates by 700 basis points, 
encouraging foreign investors to buy up its debt.  

 
($1 = 17.7500 Egyptian pounds) 
(Reporting by Arwa Gaballa, additional reporting by 
Eric Knecht; Editing by Richard Balmforth and Adrian 
Croft) (( arwa.gaballa@thomsonreuters.com ; +20 2 
2578 3290; )) 

 
 

Gabon 

Primary springs into action as Gabon 

taps  

07-Aug-2017  
LONDON, Aug 7 (IFR) - Gabon has brought a 

spark of life to the primary, marketing a 
US$200m no-grow reopening of its US$500m 
6.95% June 2025s. 

IPTs are 7% area, with Deutsche Bank acting as 
sole lead manager. Books are open for today's 
business. 

The yield on the '25s tightened in late June, 
after the central African country was granted a 

US$642m facility by the International Monetary 
Fund to cover any potential budget deficits in 
the next three years. 
The '25s, Gabon's most recently issued notes, 

opened this morning yielding 6.792% on the bid 
side, according to Tradeweb, although the yield 
has since risen to 6.842%. 
The sovereign is rated B3 by Moody's and B+ 
by Fitch, both with negative outlooks. 
Moody's downgraded the issuer in early July, 
from B1. The key drivers behind the 
downgrade were Gabon's deteriorating public 
finances due to persistently low oil prices and 
limited policy adjustment capacity, and acute 

government liquidity pressures, as exhibited 
by the accumulation of arrears. 

"The negative outlook reflects uncertainties 
regarding the government's strategy to 
refinance maturing debt and fund its deficit 
despite support from official creditors, which 
remains conditional," said Moody's analysts. 
Also in Africa, South Africa has a pair of hurdles 

to clear this week, with a no confidence motion 
on Tuesday which could remove President Zuma, 
and a Moody's review due on Friday. 
Trieu Pham, an analyst at MUFG, expects it is 
more likely than not that the no confidence vote, 
which has been brought by the main opposition 

Democratic Alliance party, will fail, a result 
which is expected by the market. 

As for Moody's, the ratings agency downgraded 
South Africa from Baa2 to Baa3 in June, with a 
negative outlook, and the sovereign risks being 
further shunted down into high-yield territory. 
Moody's rates the sovereign higher than S&P 

and Fitch, which both grade the country BB+. 
S&P has South Africa on a negative outlook, 
while Fitch has it on a stable outlook. 
"Moody's will look out for the "strength and 
independence of the country's institutions", a 
less predictable policy framework (eg further 
delays in reforms) and [state-owned enterprise] 

contingent liabilities," said Pham. 
Pham anticipates Moody's will leave South 

Africa's rating unchanged for the moment, given 
that it only recently downgraded the sovereign. 
South Africa's October '28s are flat at Z+256bp 
according to Tradeweb, and the October '46s are 

2bp tighter at Z+294bp. 
In the Middle East, Bahrain (B1/BB-/BB+) 

mailto:Aaron.Ross@thomsonreuters.com
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and Oman (B1/BB-/BB+) were among the 
weakest sovereign performers last week, 

according to CreditSights researchers. The 
soft performance came after rating 
downgrades which were driven by a lack of 
significant movement towards addressing the 
large fiscal and external deficits since the oil 
price has fallen. 

"We view Oman as significantly weaker than its 
Triple B rating suggests," said CreditSights 
researchers. 

Both countries are said to be sounding out banks 
about tapping the bond markets. 
In the secondary market, flows are down to a 
trickle in the absence of workers manning the 
desks, according to a trader. 
"EM in general has been looking at and tracking 
rates," he said. "But aside from following core 

rates, there's a bit of client flow and not much 
else." 
The most notable recent issue, Iraq's US$1bn 
6.752% March 2023, is trading firmly, 4bp 
tighter on the day at Z+475bp. 
The statistics for the deal which drew orders in 
excess of US$5.4bn from over 300 accounts, 

have been released. By geography, 39% of the 
allocation went to the US, 37% to the UK, 17% 
to Europe, 4% to the Middle East and 3% to 
Asia. Fund managers took 77%, hedge funds 
12%, banks 5%, and insurance, pension funds 
and others 6%. 

 
robert.hogg@tr.com; ©Thomson Reuters 2017.  
 
 
 

Ghana 

Ghana considers law to limit fiscal 

deficit to 5 pct of GDP 

07-Aug-2017  
ACCRA, Aug 7 (Reuters) - Ghana is considering 

passing a law that will restrict government's 
fiscal deficit to not more than 5 percent of 
GDP, the country's Senior Minister Yaw Osafo-
Maafo said on Monday. 

The proposed Fiscal Responsibility law will have 
provisions to punish government officials who 
exceed spending limits, Osafo-Maafo told a 
meeting of business leaders in the capital Accra. 
Ghana, which exports cocoa, gold and oil, is 

following a three-year programme with the IMF 
to restore fiscal balance to an economy dogged 
by a high fiscal deficit and large public debt, 
after a period exuberance during the oil boom 
years. 
"We are proposing a Fiscal Responsibility Law 
that will restrict government spending within a 

band of 3-5 percent fiscal deficit -- anything 
above five percent should be considered as an 

infringement," Osafo-Maafo said. 
The government of President Nana Akufo-Addo, 
which assumed office in January, plans to lower 
fiscal deficit to 6.3 percent in 2017, from 9.3 

percent in 2016. 
"The essence of the law is to get the economy 

back on track and make it impossible for any 

government to reverse the motion ... so people 

who break the limit would be made to suffer for 
it," he added. 

 
(Reporting by Kwasi Kpodo; Editing by Tim Cocks) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
 
 
 

Nigeria 

Moody's says South Africa's political 

tensions constraining growth 

16-Aug-2017  
JOHANNESBURG, Aug 16 (Reuters) - Political 

tensions in the ruling African National 
Congress (ANC) will weigh on South Africa's 
growth, ratings agency Moody's said on 
Wednesday, a week after President Jacob 

Zuma survived a no-confidence vote in 
parliament. 

The no-confidence vote showed that support 
among ANC lawmakers for Zuma is on the wane, 
increasing the chances of political turmoil within 
the party that could play into the race to select 
his successor at a party conference in 
December. 

With the economy back in recession and 

questions about the credibility of its institutions 
intensifying, the risk of Africa's most 
industrialised economy losing its remaining 
investment grade credit rating from Moody's has 
grown. 
"Key constraints to growth are domestic, 

including political tensions and policy 
uncertainty," the ratings agency said in its credit 
opinion statement on South Africa. 
In June, Moody's cut South Africa's debt by a 
single notch after Zuma abruptly fired widely 
respected Pravin Gordhan as finance minister. 
The country has been dropped from the JP 
Morgan Emerging Market Bond Index Global 

following downgrades to "junk" status by S&P 
Global Ratings and Fitch in April.  

S&P and Fitch kept their ratings unchanged at 
BB+ at scheduled debt reviews following the 
unscheduled downgrades but both have warned 
of deeper cuts if policy uncertainty continues to 
hamper economic reforms. 
Since Gordhan's removal, calls for Zuma to step 

down have intensified from within his party, 
which has ruled since 1994 when apartheid fell.  
Moody's said in the statement that South Africa's 
economy would grow by 0.5 percent this year 
and 1.2 percent in 2018.  
In a no-confidence motion in Zuma held through 
a secret ballot in parliament last week, about 30 

ANC members broke ranks and sided with 
opposition parties to remove Zuma.  
"The results reflect the rising political tensions 
within the ruling party in the run up to the 
leadership conference of the African National 
Congress in December 2017," Moody's said. 

mailto:robert.hogg@tr.com
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Allegations of corruption against Zuma in the 

awarding of government contracts at state firms 

worth billions of dollars have also dented 
investor confidence and raised the threat of 
downgrades as political infighting distracts from 
the economy.  
The reports, denied by Zuma, are based on 
leaked emails and have drawn several 

international firms into a scandal that has 
widened divisions the ANC and prompted senior 
politicians to call for Zuma's resignation. 

 
(Reporting by TJ Strydom; Editing by James Macharia 
and Matthew Mpoke Bigg) 
(( tj.strydom@thomsonreuters.com ; +27 11 775 
3150; Reuters Messaging: 
tj.strydom.thomsonreuters.com@reuters.net )) 

 
 

Rwanda 

Rwanda to sell 5-year Treasury 
bond in August 

14-Aug-2017  
KIGALI, Aug 14 (Reuters) - Rwanda will sell a 

five-year Treasury bond worth 10 billion 
francs ($12.12 million) this month to fund 
infrastructure projects, the central bank said 
on its website. 

Bids for the bond, whose coupon will be 

determined by the market, will be received from 

Aug. 21 to Aug. 23. 
Rwanda has been issuing bonds as part of a plan 
to develop its tiny capital market and fund 
infrastructure projects. 
The East African country wants to reduce its 
dependence on aid to finance its national 

budget. Currently, 17 percent of Rwanda's 
budget is financed by aid money. 
The bank said the bond will be listed on the 
Rwandan stock market on Aug. 29 for secondary 
trade. 

 
($1 = 824.9700 Rwandan francs) 
(Reporting by Clement Uwiringiyimana; Editing by 
George Obulutsa and Biju Dwarakanath) 
(( Clement.Uwiringiyimana@thomsonreuters.com ; 
+250 784 031935; Reuters Messaging: 
Clement.Uwiringiyimana.thomsonreuters.com@reuters
.net )) 

 
 
 

South Africa 
 

Moody's says South Africa's political 

tensions constraining growth  

16-Aug-2017  
JOHANNESBURG, Aug 16 (Reuters) - Political 

tensions in the ruling African National 
Congress (ANC) will weigh on South Africa's 
growth, ratings agency Moody's said on 
Wednesday, a week after President Jacob 

Zuma survived a no-confidence vote in 
parliament. 

The no-confidence vote showed that support 

among ANC lawmakers for Zuma is on the wane, 
increasing the chances of political turmoil within 
the party that could play into the race to select 
his successor at a party conference in 
December. 
With the economy back in recession and 

questions about the credibility of its 
institutions intensifying, the risk of Africa's 
most industrialised economy losing its 
remaining investment grade credit rating from 
Moody's has grown. 

"Key constraints to growth are domestic, 
including political tensions and policy 
uncertainty," the ratings agency said in its credit 
opinion statement on South Africa. 

In June, Moody's cut South Africa's debt by a 
single notch after Zuma abruptly fired widely 
respected Pravin Gordhan as finance minister. 
The country has been dropped from the JP 
Morgan Emerging Market Bond Index Global 
following downgrades to "junk" status by S&P 
Global Ratings and Fitch in April.  

S&P and Fitch kept their ratings unchanged at 
BB+ at scheduled debt reviews following the 
unscheduled downgrades but both have warned 
of deeper cuts if policy uncertainty continues to 
hamper economic reforms. 
Since Gordhan's removal, calls for Zuma to step 

down have intensified from within his party, 

which has ruled since 1994 when apartheid fell.  
Moody's said in the statement that South Africa's 
economy would grow by 0.5 percent this year 
and 1.2 percent in 2018.  
In a no-confidence motion in Zuma held through 
a secret ballot in parliament last week, about 30 

ANC members broke ranks and sided with 
opposition parties to remove Zuma.  
"The results reflect the rising political tensions 
within the ruling party in the run up to the 
leadership conference of the African National 
Congress in December 2017," Moody's said. 
Allegations of corruption against Zuma in the 

awarding of government contracts at state firms 
worth billions of dollars have also dented 

investor confidence and raised the threat of 
downgrades as political infighting distracts from 
the economy.  
The reports, denied by Zuma, are based on 

leaked emails and have drawn several 
international firms into a scandal that has 
widened divisions the ANC and prompted senior 
politicians to call for Zuma's resignation. 
 
(Reporting by TJ Strydom; Editing by James Macharia 
and Matthew Mpoke Bigg) 
(( tj.strydom@thomsonreuters.com ; +27 11 775 
3150; Reuters Messaging: 
tj.strydom.thomsonreuters.com@reuters.net )) 
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Tunisia 

Moody's downgrades Tunisia's rating 

to B1, maintains negative outlook 

18-Aug-2017  

Aug 18 (Reuters) -  
Moody's downgrades Tunisia's rating to B1, 
maintains negative outlook 
Moody's has also downgraded the foreign 
currency debt rating of the central bank of 
Tunisia to B1 from BA3 and maintained the 
negative outlook 

Moody's says key drivers for Tunisia's rating 
downgrade inclued continued structural 

deterioration in Tunisia's fiscal strength 
moody's on Tunisia - negative outlook reflects 

risk of a more sustained than anticipated decline 
in foreign exchange reserves 
Moody's says key drivers for Tunisia's rating 
downgrade include persistent external 

imbalances, reduced institutional strength and 
government effectiveness 
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GLOBAL 

Risky sovereign bonds: Still crazy after 

falling yields - The Economist 

10-Aug-2017  
The reach for yield becomes quite a stretch 
WHERE can you find a 7% interest rate on a 
sovereign dollar-bond? You would have to 
take a time-machine to the mid-1990s to find 
such a yield on a ten-year American Treasury. 
Alternatively, you could slip back a few days 
to August 2nd and bid for the $1bn of five-
year bonds sold by the government of Iraq. 

The yield was expected to be 7%, but it was 
trimmed to 6.75% once orders rose above 
$6bn. 

Such eagerness for hard-currency debt from a 
country still reeling from a civil war shows just 
how far bond investors will now go to get a 

decent yield. Oversubscribed issues for risky 
sovereign bonds have become almost normal. 

The Iraqi sale came just a week after Greece 
(whose privately held debt was partly written off 
in 2012) raised EUR3bn ($3.5bn) in its first bond 
sale for three years. In June Argentina was 
inundated with bids for its 100-year eurobond, 
as dollar-denominated bonds are known. 
Sceptics noted that Argentina had defaulted on 

its debts six times in the previous century, with 
the most recent such upset in 2014. Egypt, 
Ivory Coast, Nigeria and Senegal have also 
placed big eurobond issues this year. None 
enjoys a credit-rating that approaches 
investment grade, though the eurobond market 

is familiar with many of them. Ivory Coast, for 
instance, issued a bond in 2010 in lieu of unpaid 
debts. It proceeded to miss an interest payment 
the following year. 
Bond investors are ready to forgive such slip-

ups. They do not have much choice. The yield on 

ten-year Treasuries is 2.26%, not much more 

than inflation in America. A basket of high-yield 
corporate (or "junk") bonds pays less than 6%. 
Yet despite a long period of low short-term 
interest rates in America, inflation is still 
quiescent. So the Federal Reserve seems 
unlikely to raise interest rates much further. 

"Investors have concluded that we're not going 
to get meaningfully higher yields on safe 
assets," says David Riley, of BlueBay Asset 
Management. In this context, lowly-rated 
sovereign eurobonds can look appealing. Indeed 
the weight of money has driven the average 

yield on such "frontier-market" bonds below 7%, 
according to Stuart Culverhouse, of Exotix, a 
broker (see chart). 

The appetite for ever-riskier bets recalls the 
recklessness that led up to the financial crisis, 
which began a decade ago this week. What is 
different, though, is the absence of euphoria. 

Few seem to want to cheer the rally in risky 
eurobonds. But nor do they want to bet against 
it. 
A common complaint is that rich-world central 
banks are to blame--for keeping rates too low 
and for studiously avoiding any action or 
statement that might unsettle the markets 

(and make investors more jumpy). Other 
culprits include low-cost "passive" fund 

managers and exchange-traded funds, which 
track a basket of government bonds, such as 

J.P. Morgan's emerging-market bond index, 
known as the EMBI. Such indices are also a 
yardstick for the performance of many "active" 
funds, ie, those with discretion over what sort of 

bonds to buy and how much of them to hold. 
The growing influence of passive funds makes 
active investors less willing to eschew a 
eurobond issue that qualifies for the indices, 
however unsound, for fear of underperforming. 
It is easy to suspect that this episode, like so 
many before it, will end badly, but hard to know 

exactly when or how. Frontier-market specialists 
sense a greater interest in their bailiwick from 
crossover (non-specialist) investors, also known 
as "tourists", who are likelier to misjudge the 

odds of a default. And the reach for yield could 
always be stretched even further to local-
currency bond markets, which are less liquid and 

a lot more volatile. 
Take Ghana, once a darling of frontier investors, 
as an example. It is back in favour, as its newish 
government gets to grips with public finances. 
Yvette Babb, of J.P. Morgan, calculates that 37% 
of the stock of Ghana's public debt is already 

held by foreigners. The effective interest rate it 
pays on domestic debt is around 16%. The 
weight of long-term investors is "substantial", 
she says, so the risks of a knee-jerk sell-off are 
low. But how long before such high yields lure in 

the tourists? 
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