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Comment 
Government sets 20 March 
meeting with creditors -  
but 'só para inglês ver' 

 
Government will make a presentation on 20 March in London to commercial creditors - the holders 
of the $2 bn bonds and syndicated loans of the secret debt. But the meeting is mainly for show - 
there will be no serious negotiations until at least 2020 after national elections, and perhaps not 
until 2023 when gas production starts. 
 
A statement by the Ministry of Economy and Finance (MEF) on 22 February said that the 
presentation will provide an "update on recent fiscal and macroeconomic developments in 
Mozambique. The Government of Mozambique will also present to creditors the key elements of 
debt restructuring proposals." But the update will surely say that Mozambique remains in debt 
distress and there is no chance of payments until there are gas revenues, probably 2025 or later. 
Thus any restructuring would involve a major cut in the value of the debt (known as a "haircut") and 
no payments for nearly a decade.  
 
The presentation has been forced by the IMF, which considers "discussions with creditors" to be 
"essential", and therefore had to be announced before the IMF board meets on Friday 2 March to 
consider the results of the December Article IV mission to Mozambique. Bondholders, as well as 
Russian bank VTB which has some of the syndicated loans, have also been pushing for a meeting. 
But it is just for show - as the phrase in Portuguese has it: "só para inglês ver", just for the English 
to see. (The phrase dates from the time when Portugal continued the slave trade but officially 
agreed to the British ban.) 
 
There are four reasons no one wants to negotiate now. 
1. No one has clean hands, so any negotiation should be pushed so far into the future that no 
one remembers the original misconduct. The loans are clearly "illegitimate" but neither the 
Mozambicans who took the loans nor the banks that organised them, Credit Suisse and VTB, nor 
the company which received the money, want details of their roles exposed - and want to wait a 
few years until it is forgotten history. 
2. A better deal is probably possible when none of the guilty people are around and when there 
is a serious prospect of substantial gas revenues. 
3. Most lenders understand that they will be forced to accept a large "haircut" - probably receiving 
only one third to one half of the value of the loan, in part due to illegitimacy. But it appears that 
some feel that, for the present, they can keep the loans on their books at a much higher 
value - taking the haircut later rather than now. Bloomberg (23 Feb, http://bloom.bg/2ovc5zm) 
notes that after the 22 February MEF announcement, bonds were bought at 86% of their face 
value, much higher than most investors think will be the final settlement. But that sale price allows 
all bondholders to value their holding at 86%. 
4. Mozambique made clear to the IMF mission in December that there will be no changes in 
economic policy in the near future and the government will keep borrowing, at least  
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domestically, which will make the debt distress much worse. This will continue until the October 
2019 elections, and will restrict economic growth and domestic private sector investment - but the 
government hopes that, like a juggler, it can keep the balls in the air until that election. And it has 
made clear that it will not meet the central IMF and donor demand - to provide the missing 
information from the Kroll audit report, about where the money went. So it will be left for the next 
government (headed by Nyusi or Dhlakama) to negotiate a new programme with the IMF and 
bilateral donors in 2020, and no serious debt talks will occur before then. 
 

Door left open for illegitimacy claim 
 
The most detailed summary of Mozambique's debt situation is the Tribunal Administrativo (TA, 
audit court) report of November 2017 on the state accounts of 2016. 
(http://www.ta.gov.mz/Pages/RelatoriosPareceresCGE.aspx, Capítulo XI) 
 
The TA has been careful to ensure that in negotiations with creditors, Mozambique can argue that 
the debt was "illegitimate" or "odious" - that it should not be repaid and is the liability of the two 
banks which committed misconduct when they organised the loans, Credit Suisse and VTB. The 
loans contracts say that any enforcement of payment would be made in English courts. A ruling in 
the English High Court on 29 March 2017 by Sir William Blair, brother of former prime minister 
Tony Blair, about Ukraine debt effectively set the guidelines about when a debt could be seen as 
illegitimate. It appears that Mozambique's debt fits these criteria (see this newsletter 372, 
http://bit.ly/2oxHPnt) and the TA has been careful to ensure that these guidelines are followed. 
Two are important: that the government never accept the legality of the debts and that they do not 
go into the state accounts. 
 
The $2 bn loans were made to three security service controlled companies - Ematum, MAM and 
Proíndicus - but the money went directly to a Abu Dhabi company, Privinvest. The structure of the 
loans is different, which causes confusion. 
 
The $761 mn Proíndicus and $644 mn MAM loans are what are called syndicated loans - the two 
banks, VTB and Credit Suisse, organised groups of lenders ("syndicates"). The loans were 
arranged in secret and Mozambique does not know who are the lenders; it only deals with the two 
organising banks. The TA notes that "in 2013 and 2014, the state issued guarantees in favour of 

Recent reports 
Special report on social protection http://bit.ly/MozSocPro 
Mozambique corruption articles 2016-7 http://bit.ly/2upF8Xl 
Secret debt documents and report: 
Kroll full report (80 Mb!) http://bit.ly/Kroll-Moz-full 
Kroll audit Executive Summary http://bit.ly/Kroll-sum 
Parliamentary Report on the Secret Debt (complete, in Portuguese) bit.ly/MozAR-debt 
Key points from the Parliamentary Report on the Secret Debt http://bit.ly/MozAR-debt-En 
Mozambique should not pay the hidden debt http://bit.ly/Moz-do-not-pay 
Following the donor-designed path to the $2.2 billion secret debt http://bit.ly/3WQ-hanlon 
Other books and reports: 
Government's detailed flood reports: http://bit.ly/flood-17 
Local media monitoring of Mozambique elections (background of election newsletters)  
  http://bit.ly/LSE-newsletter 
Chickens and beer: A recipe for agricultural growth in Mozambique book by Teresa 
 Smart and Joseph Hanlon, free English download http://bit.ly/chickens-beer 
Há mais bicicletas - mas há desenvolvimento? book by Joseph Hanlon and Teresa Smart, 
 free Portuguese download http://bit.ly/Mais-bicicletas 
Gas for development or just for money? http://bit.ly/MozGasEn 
Minimum wages & exchange rates 1996-2017 http://bit.ly/MinWage2017 
Previous newsletters and other Mozambique material are posted on bit.ly/mozamb   
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the companies Proíndicus and Mozambique Asset Management (MAM), in amounts that exceeded 
the limits established in the budget laws of those years" - thus the TA is maintaining the position 
that the debts are illegal. And the loans are carefully never included in any of the debt tables. MEF 
is clearly doing the same thing in its debt statements, which led the Public Integrity Centre (CIP) to 
accuse the government in a 22 February statement of "concealing the commercial debt". 
(http://bit.ly/2oxhndI) But it appears that both the TA and MEF are being careful to ensure that they 
can always claim that the debt is illegitimate under the Ukraine ruling. 
 
The $850 mn Ematum loan was different. It had the form of bonds, also organised by Credit Suisse 
and VTB, but was public and the bondholders are known. The TA notes that Ematum could not pay 
those bonds, so the state nationalised the debt in 2016 and issued new government bonds. 
Parliament approved the new bonds before it knew about the MAM and Proíndicus loans, which 
only became public later that year.  
 
Whereas the TA does not include the MAM and Proíndicus loans in any table, the $726 mn 
Ematum debt to Credit Suisse is listed as a bilateral debt. This has led the Ematum bondholders to 
argue that the MAM and Proíndicus loans are illegitimate and should not be repaid, and that the 
original Ematum bonds were also illegitimate, but that the new government bonds are legitimate 
because they were approved by parliament and must be repaid. Others, however, have argued 
that the illegitimacy carries forward to the new bonds. Clearly this will be a key point in any 
negotiations, but none of the lenders will want to test this in court.  
 
Finally, MEF and the TA have treated payments already made in a very unusual way, apparently to 
also keep them off the books. In 2015-16, on the Ematum bonds $262 mn was paid to Credit 
Suisse, and on the Proíndicus loans, $59 mn was paid to Credit Suisse, $8 mn to Palomar, and $1 
mn to VTB. But the TA says these payments could only be made because the Bank of 
Mozambique was willing to lend the money to the government. Therefore those payments go into 
the accounts as domestic loans by the Bank of Mozambique to the government. 
 
All very obscure. For those promoting transparency, this looks like concealment. But the loans are 
being hidden in the open, but not being put into the state accounts - perhaps to allow an argument 
of illegitimacy in future negotiations.  jh 
 
Other debt problems 
 
By the end of 2017, Mozambique had failed to make debt service payments of more than $700 mn. 
The largest arrears are to Brazil, notably involving the Nacala airport, which was only built because 
of a bribe. In additional a total of $94 mn is owned to Libya, Iraq, Angola, Bulgaria and Poland, 
some of which is historic debt going back decades. 
 
At the end of 2016, Mozambique largest debts were $2559 mn to the World Bank, $1699 mn to 
China, $726 mn to Credit Suisse, and $633 mn to Portugal. 
 
In addition, in 2016 the government was forced to assume some of the debts of LAM and the 
Maputo Sul development (the bridge over the harbour). 
 
========================================= 
This newsletter can be cited as "Mozambique News Reports & Clippings".  
If you need to cite it for academic purposes, treat it as a blog. The normal citation format would be: 
     "Mozambique News Reports & Clippings, number XXX", DATE, bit.ly/mozamb, accessed XXX. 
Previous newsletters and other Mozambique material are posted on bit.ly/mozamb 
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Election study collaboration: We have detailed election data from 1999 through 2014 
and are inviting scholars to use this data collaboratively. http://bit.ly/MozElecData 
 
======== 
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Other books and reports by Joseph Hanlon 
 
Special report on four poverty surveys: bit.ly/MozPoverty 
Comment: something will turn up: http://bit.ly/28SN7QP 
Oxfam blog on Bill Gates & chickens:  
          http://oxfamblogs.org/fp2p/will-bill-gates-chickens-end-african-poverty/ 
 
Bangladesh confronts climate change: Keeping our heads above water  
by Manoj Roy, Joseph Hanlon and David Hulme                 Published by Anthem Press 
http://www.anthempress.com/bangladesh-confronts-climate-change-pb 
 
Chickens and beer:  A recipe for agricultural growth in Mozambique by Teresa Smart 
and Joseph Hanlon               In pdf format, 6 Mb file, free on http://bit.ly/chickens-beer 
     E-book for Kindle and iPad,  http://www.amazon.com/dp/B00NRZXXKE  
 
Galinhas e cerveja: uma receita para o crescimento 
by Teresa Smart & Joseph Hanlon.  
Copies are in Maputo bookshops (Karibu at airport, Livaria UEM, Bazar Pariso, Mivany) or from  

KAPICUA, which recently moved to Av de Maguiguana (nr Lenine), Maputo; Tel: +258 21 413 201. 
Telm.: +258 823 219 950 E-mail: kapicuadir@tdm.co.mz / kapicuacom@tdm.co.mz 

Outside Mozambique, we have a few copies we can send from London.  Please e-mail j.hanlon@open.ac.uk. 
 
Zimbabwe takes back its land 
by Joseph Hanlon, Jeanette Manjengwa & Teresa Smart is now available from the publishers 
https://www.rienner.com/title/Zimbabwe_Takes_Back_Its_Land also as an e-book and 
http://www.jacana.co.za/book-categories/current-affairs-a-history/zimbabwe-takes-back-it-s-land-detail 
 
Do bicycles equal development in Mozambique? by Joseph Hanlon & Teresa Smart 
is available from the publisher http://www.boydellandbrewer.com/store/viewItem.asp?idProduct=13503 
Há mais bicicletas - mas há desenvolvimento? free download of Portuguese edition (5 Mb) 
 
Just Give Money to the Poor: The Development Revolution from the Global South 
by Joseph Hanlon, Armando Barrientos, and David Hulme 
Most of this book can be read on the web   tinyurl.com/justgivemoney 
============================= 
NOTE OF EXPLANATION: 
One mailing list is used to distribute two publications, both edited by Joseph Hanlon. This is my own sporadic 
"News reports & clippings", which is entirely my own responsibility. This list is also used to distribute the 
Mozambique Political Process Bulletin, published by CIP and AWEPA, but those organisations are not linked 
to "News reports & clippings"                                                                     Joseph Hanlon 
========= 
Mozambique media websites, Portuguese: 
  Notícias: www.jornalnoticias.co.mz  
  O País: www.opais.co.mz  
  @Verdade: http://www.verdade.co.mz  
  Diario de Moçambique (Beira): http://www.diariodemocambique.co.mz 
  Carlos Serra Diário de um sociologo: http://oficinadesociologia.blogspot.com 
Mozambique media websites, English: 
  Club of Mozambique: http://clubofmozambique.com/ 
  Rhula weekly newsletter: http://www.rhula.net/news-announcements.html 
  Zitamar: http://zitamar.com/ 
  Macauhub English: http://www.macauhub.com.mo/en/ 
  AIM Reports:  www.poptel.org.uk/mozambique-news  
============================= 
This mailing is the personal responsibility of Joseph Hanlon, and does not necessarily represent the views of the Open 
University. 


