DOCUMENT OF INTERNATIONAL MONETARY FUND AND FOR OFFICIAL USE ONLY

EXECUTIVE
BOARD
MEETING

SM/22/195

July 22, 2022

To: Members of the Executive Board

From: The Acting Secretary

Subject: Guyana—Staff Report for the 2022 Article IV Consultation
Board Action: Executive Directors’ consideration (Formal)

Tentative Board Date: ~Wednesday, August 31, 2022

Publication: Not yet decided*

Questions: Ms. Carare, WHD (ext. 39749)
Ms. Bhattacharya, WHD (ext. 38388)
Mr. Ghazanchyan, WHD (ext. 37689)
Ms. Chin, WHD (ext. 36818)

Document Transmittal ~ After Board Consideration—European Investment Bank, Food and

in the Absence of Agriculture Organization, Inter-American Development Bank, United
an Objection and in Nations Development Programme, World Trade Organization
accordance with

Board policy:

*The Secretary’s Department has been notified by the authorities that their explicit consent is required
prior to the publication of Board documents. At the time of circulation of this paper to the Board, the
Secretary’s Department has not received a communication from the authorities indicating that they
consent to the Fund’s publication of this paper; such communication may be received after the authorities
have had an opportunity to read the paper.






INTERNATIONAL MONETARY FUND

GUYANA

mmmmsmm———— STAFF REPORT FOR THE 2022 ARTICLE IV CONSULTATION
July 20, 2022

KEY ISSUES

Context. Following the pandemic-induced recession in 2020, economic growth
recovered in 2021, with non-oil GDP growth reaching 4.6 percent, despite being
negatively impacted by floods. Inflation increased markedly since 2021 owing to the
floods and supply-side disruptions, as well as continually rising fuel and food prices. Oil
production increased and will ramp up substantially over the medium term.

Outlook and Risks. Guyana’s medium-term outlook is very favorable, with increasing
oil production having the potential to transform Guyana's economy and expand its
buffers to absorb shocks. Downside risks to the outlook, stemming mostly from the
global developments, include highly volatile commodity prices, exacerbated by the war
in Ukraine, and a slowing global economy. Rapid increases in government spending
could generate adverse macroeconomic effects over the medium term. On the upside,
additional oil field discoveries and higher oil prices could further boost growth.

Focus. Discussions focused on actions to strengthen medium-term policy frameworks
to ensure effective use of the nation’s oil resources, including a fiscal policy anchor,
deepening financial markets, and reforms to strengthen governance, labor market and
climate change policy frameworks.

Key Policy Recommendations:
e Implement a feasible and moderate increase in capital spending to address social

development needs and infrastructure gaps and avoid macroeconomic imbalances.

e Set budgets within a fiscal framework that, over the medium term, maintains a zero
overall fiscal balance to anchor fiscal policy in a sustainable way.

e Develop and deepen the markets needed to supporta move towards greater
exchange rate flexibility over the medium to long term.

e Further strengthen governance, anti-corruption and AML frameworks, particularly
on following up onimplementing the Extractive Industries Transparency Initiative
recommendations.

e Undertake structural reforms to support inclusive growth—including through labor
market reforms—and strengthen the climate change policy framework.
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BACKGROUND

1. The Guyanese economy was negatively impacted by the pandemic. Guyana's economic
growth was poised to accelerate sharply with the start of oil production in 2019, but the COVID-19
pandemic led to a non-oil GDP contraction of -7.3 percent, particularly sharp in construction and
services. Oil GDP expanded in 2020, leading to an overall GDP growth of 43.5 percent.

2. Oil production has increased significantly and has the potential to transform
profoundly Guyana’s economy. Oil production increased 57 percentin 2021 to 110,000 bpd. With
the coming on stream of three additional fields—Liza-2 (February 2022), Payara (end-2023) and
Yellowtail (2025)—oil production is projected to reach 720,000 bpd by 2026." Furthermore, Exxon
has announced the discovery of three additional offshore fields in the Stabroek Block in April 2022.
Guyana’s commercially recoverable petroleum reserves might reach over 11 billion barrels, the third
largest in Latin America and Caribbean and one of the highest levels per capita in the world.

3. Human development needs are large. The country’s human development index is lower
than the median for the region and for countries in the same income group (charts).? The
government plans to improve access to and quality of social services, improve infrastructure to
support growth and diversify the non-oil economy, and advance more broadly towards the
Sustainable Development Goals.

Present Value of Oil Reserves 1/ Present Value of Oil Reserves per Capita 1/

(In percent of 2021 GDP) (In US$)
2,500

600,000
Sources: IMF, World Economic Outlook Database; U.S. Energy Information Administration; and OPEC.
1/ Estimated based onassumption of oil price increasing 0.7 percent per year and discount rate of 3 percent (the
expected long run returns to Guyana's NRF, as per the NRF Act).
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" The direct impact onthe non-oil economywill be limited in the initial years, reflecting the cost of investment in the
extractioninfrastructure. Ratios in the macroframework Tables 1-6 are generallyreported in relationto non-oil GDP,
to avoid distortions.

2 With the start of oil production, Guyana graduated from low-income status in 2020.
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Health Expenditure
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N RECENT DEVELOPMENTS

4. A political crisis stalled the reform program and delayed the government’s response to
the pandemic. After a no-confidence vote in December 2018 requiring prompt elections, and a
delay in transition from the March 2020 elections, a new administration took office in August 2020.
As a result, the 2020 budget was approved only in September, affecting confidence and forcing
increased reliance on direct financing from the central bank as external funding slowed down.

5. The Guyanese economy was negatively ﬁ‘::f(é::t‘)’“““’““"“ to Real Growth
impacted by the pandemic and the 2021 floods 60

but has recovered well, supported by the oil °0 E== g and Guaming
boom. Non-oil GDP growth recovered in 2021, JZ ___.z:n,d.

supported by the mining, construction, and service "

sectors. However, summer floods affected the 10

agricultural sector and economic activity in the 0

hinterland in 2021. Inflation increased owing to
higher food and fuel prices, and supply-side
disruptions.

6. The COVID-19 situation has significantly improved. In 2020, the government
implemented containment and mitigation measures that severely restricted mobility and provided
additional public resources to the health system. Guyana has administered COVID vaccines to
around two-thirds of the population. A three-phase reopening of the economy started in 2021.

7. The war in Ukraine has impacted the economy, but is not expected to affect food
security. Rising global food and commodity prices (including fuel) have resulted in inflation rising
from 5.7 percent at end-2021 to 6.6 percent by May 2022, although inflation has declined in May,
reflecting a more moderate contribution of food inflation. Second-round effects from inflationary
pressures seem negligible so far, as the authorities have taken measures to ease cost-of-living
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pressures for the population.? Higher global oil prices are also
strengthening the fiscal and external accounts.* The impact of
losing the limited trade connections with Ukraine and Russia
could be absorbed by higher oil and food exports elsewhere,
as agricultural production is recovering well. Imports from
Ukraine and Russia contain limited quantities of milk products,
thereby the war is not expected to affect food security in
Guyana.

8. Guyana's external position strengthened in 2021
and is assessed to be broadly in line with the level implied
by fundamentals and desirable policies (Annex I). In 2020,
the decline in financing flows during the pandemic was offset
by oil exports and the improvement in the non-oil current
account balance as imports collapsed during the recession,
leading to some accumulation in international reserves. In
2021, higher imports, reflecting mostly anincrease in
investment-related imports in the oil sector and the recovery
in demand, and lower non-oil commodities exports,
contributed to a widening of the current account deficit. The
financial account improved
due to higher FDI in the oll
sector, and with the new
SDR allocation® and higher
oil exports, FX reserves

Real and Nominal Effective Exchange Rates
(REER/NEER 2010 = 100, increase = appreciation)
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3 Fiscal measures include:

non-oil imports).® The real and nominal effective exchange rates
depreciated slightly in 2021 and remained stable so far in 2022.

9. After deteriorating markedly in 2020, the fiscal
position remained appropriately supportive in 2021. In

(i) Extending the adjustment to the freight cost componentin the CIF value used for the calculation of imports
taxes in 2022, thereby reducing all revenues from imports and costing the budget around G$6 billion (0.2 percent

of GDP, 0.5 percent of non-oil GDP).

(i) Lowering the excise tax rate on gasoline and diesel from 20 percent to 10 percent.

(iii) Allocating about 0.2 percent of GDP (0.4 percent of non-oil GDP) for implementation of other measures to ease
the impact of cost-of-living increases on the most vulnerable sections of the society.

4 Some of the increase in oil productionin currently operating fields is due to the war in Ukraine. Oil companies
indicated that they will take advantage of the increase in global oil prices,and ramp up production, where possible.

5 Guyana received an SDR allocation 0f247.5 millionin 2021, which was been maintained in international reserves.

6 Non-oil imports are equal to total imports less imports related to oil productionin the oil sector. Total imports are
often distorted by large, temporaryoil-related investments that are financed by FDI.
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response to the pandemic, the authorities reallocated expenditures towards cash grants and
transfers to households” and ‘shovel ready’ public investment projects, primarily focused on
improving road networks and providing affordable housing and eased the tax burden on the most
vulnerable by, for example, setting the VAT rate on basic food items and household necessities to
zero. The overall deficit (after grants) in percent of non-oil GDP witnessed a sharp deterioration in
2020, followed by a smaller deterioration in 2021. Public debt stood at42.9 percent of GDP at end-
2021, one of the lowest in the region.

10. Credit to the private sector improved in 2021. Broad money grew by 12.2 percent in 2021
and credit to the private sector recovered to its pre-pandemic levels (rising by 7.1 percent), driven
by loans to the services and household sectors. The weighted average of commercial banks’ prime
lending rate declined from 9.3 percent at the start of 2021 to 8.9 by year-end.

11. Guyana’'s financial sector is well capitalized, but profitability and liquidity ratios have
weakened. Notwithstanding the current context of excess liquidity and, at times, increased budget
financing, the macro-financial risks are well monitored Monetary Indicators

with eight indicators, including credit-to-GDP measures . (@""ual percentage change)
and the systemic risk matrix. House prices have

declined by about 0.2 percent in 2021. At end-2021, 40

domestic banks’ capital adequacy ratio (CAR) of 29.1 20 Menetary hase

percent was well above the regulatory minimum of 8 Credit to private

percent, while the ratio of nonperforming loans to total ~ ° n .

loans improved to 7.8 percent from 10.8 percent at 0 7../' y \/\
end-2020. However, returns on assets and equity AN
deteriorated, likely related to the increased 0 e
provisioning, significant write-offs owing to the recent o posdmone

asset quality reviews (AQR), and the narrowing of the 2008 2010 2012 2014 2016 2018 2020
lending spread. The Bank of Guyana (BoG) has source: Guyanese authorites.

advanced in major reform areas, specifically in (i) revising AQR guidelines (including revised credit
classification and provisioning for the loss category) and (ii) implementing some pillars of Basel Il
and Il.

OUTLOOK AND RISKS

12. Guyana’s medium-term outlook is very favorable, with increasing oil production
having the potential to transform profoundly Guyana’s economy. Non-oil GDP growth is
expected to rebound strongly in 2022 due to the recovery of sugar and rice production from the
floods and positive spillovers from the oil sector. Over the medium term, non-oil GDP growth is
expected to average 5 percent per year and inflation is expected to reach around 3.5 percent owing
to more stable projected international food and fuel prices. Oil GDP is expected to grow over 100
percent in 2022, with the coming on stream of Liza-2, and to grow by about 30 percent on average

7 Mostly untargeted measures.
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per year during 2023-26. Inflation is expected to rise to 9.4 percent at year-end 2022 and decline

thereafter.

13. Public investment spending is expected to increase in the medium term, to close

infrastructure gaps and to support development needs, helping growth in the non-oil
economy. The 2022 budget includes a rapid expansion in public investment and construction in the
economy and measures to ease cost-of-living pressures for the population. However, only around

10 percent of budgeted public capital investment was executed in the first four and a half months of

the year. Although some major projects were recently approved, the year-end execution rate is
unlikely to be higher than 70 percent. This level of public capital investment, as well as the
authorities’ commitment to a zero overall balance in the medium term (see next section), form the

basis of the medium-term macro-fiscal framework presented in this report (see text table below and

Macroframework tables 1-6). With this level of expected public investment implementation, and
with tenders for large infrastructure projects allotted to international firms that will import capital

goods and workers, inflation is expected to be contained in the medium term.

Text Table Guyana: Medium-Term Macroeconomic Projections
2021 2022 2023 2024 2025 2026 2027
Prel. Proj. Proj. Proj. Proj. Proj. Proj.
Production and Prices
(Percent change)
Real GDP 239 57.8 252 21.2 282 255 33
Real Non-Oil GDP 4.6 7.2 5.0 5.1 52 5.2 52
Real Oil GDP 56.9 116.1 36.8 283 36.5 31.1 29
Consumer prices (average) 33 76 76 5.0 38 35 35
Consumer prices (end of period) 5.7 94 6.0 4.1 35 35 35
Central Government
(Percent of non-oil GDP)
Revenues and grants 243 343 36.3 374 379 379 376
o/w oil revenues 0.0 10.0 12.2 134 13.9 13.8 139
Expenditure 353 36.8 375 379 379 379 376
Current 25.8 24.7 252 254 254 254 25.1
Capital 9.5 121 123 125 12.5 125 12.5
Overall balance (after grants) -10.5 -17 -1.2 -0.5 0.0 0.0 0.0
Financing 10.5 1.7 1.2 0.5 0.0 0.0 0.0
Net foreign financing 1.1 2.6 55 32 3.1 0.1 -0.2
Net domestic financing 9.5 -0.9 -4.3 -2.7 -3.1 -0.1 0.2
Other Indicators

Broad money (% change) 122 115 123 9.9 9.0 89 9.0
Public Debt (% of GDP) 429 22.8 209 18.8 16.2 13.7 135
Current account balance (% of GDP) -25.5 438 30.8 28.7 174 26.3 26.7
Gross official reserves (US$ millions) 810.8 870.7 13233 1856.6 24543 2832.2 31725
(in months of imports of goods and services) 19 13 29 29 5.1 6.8 7.2
(in months of non-oil imports of goods and services) 29 3.1 45 6.0 7.6 8.1 8.5
End of year balance at the Natural Resource Fund (US$ millions) 607.5 1446.8 2304.7 37764 7850.5 142276 211416
Crude oil production (millions of barrels) 424 934 1245 155.5 207.0 264.6 264.6
QOil price (US$ per barrel) 69.1 106.8 92.6 84.2 78.5 747 725

Sources: Guyanese authorities and IMF staff calculations and projections.

14. The external outlook is expected to recover strongly, with revenues from oil
production providing substantial buffers. Reserves cover will steadily improve and substantial
buffers will accumulate in the Natural Resource Fund (NRF), which is expected to reach almost
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US$20 billion in 2027. The current account balance (including grants) will turn into a significant
surplus in 2022, as oil exports from Liza-2 commence and oil prices remain high. Public debt peaked
at 51 percent of GDP in 2020 and is expected to decline steadily thereafter, reaching around 13
percent at the end of the projection period in 2027.

15. Guyana's debt-sustainability analysis (DSA) indicates that the risk of external debt
distress remains moderate, with debt dynamics improving significantly with incoming oil revenues.
Guyana's debt carrying capacity, for both overall public debt and public external debt, has been
downgraded from ‘moderate’ to ‘weak,’ reflecting a relatively low international reserves-to-imports
cover in 2022 that is driven by a sharp increase in oil-related imports. Nevertheless, Guyana still has
substantial space to absorb shocks, reflecting the current low level of external debt, a rapid expected
increase in international reserves, and accumulation of savings in the NRF over the medium term.
Furthermore, Guyana's level of international reserves is expected to remain above adequate levels in
terms of short-term debt, broad money, and non-oil related imports.®

16. Guyana’'s medium-term outlook is subject to both downside and upside risks (Tables 7
and 8). On the downside, highly volatile oil prices, the slowing global economy, and the war in
Ukraine (which could resultin escalating sanctions and other disruptions, leading to even higher
commodity prices) could adversely affect growth and fiscal performance, especially if the global
economy enters a recession, leading to a reduction in oil demand and oil prices. New outbreaks of
Covid could weaken growth. An excessively rapid increase in government spending could subject
Guyana to appreciation pressures on the real exchange rate and an eventual loss in reserves,’ and
possible governance concerns. At the same time, further oil discoveries and production could
significantly improve Guyana's long-term economic prospects.™

Authorities’ Views

17. The authorities agreed that medium-term growth prospects are very favorable despite
the risks surrounding the outlook. The authorities noted that the upside potential to the outlook
coming from new oil and gas discoveries is significant, with the large increase in oil production
boosting growth and creating substantial policy buffers to withstand future shocks. They also agreed
there are downside risks to the outlook. Those stemming from international developments™ pose a
particular concern. The authorities are confident that their measures will help contain inflationary
pressures, especially on the housing and utilities parts of the CPI. The authorities are determined to

8 Guyana's level of international reserves will remain below adequate levels in terms of the Assessing Reserve
Adequacy (ARA) Emerging Markets (EM) Metric, due to the large increase in oil exports.

9 Given that the majority of oil receipts are held offshore in the NRF, the main source of appreciation pressures stems
from the expansionaryfiscal stance.

10 Exxon announced in April 2022 the discovery of three additional offshore oil fields, which are not incorporated into
projections.

" Volatility of oil prices, the impact of the lingering war in Ukraine on imported prices (vis -a-vis the shock to global
commodity prices), continued supply chain disruptions, ora slowdownin the global economy.
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ensure that the strategy to address the country’s development needs will not bring macroeconomic
imbalances (e.g. excessively high inflation, significant loss of competitiveness and reserves).

I POLICY DISCUSSIONS

Effective use of Guyana’s oil wealth will enhance the population’s living standards and the economy’s
physical and human capital To achieve these goals rapidly, yet in a prudent way, the authorities will
need to put in place a medium-term fiscal framework with a clear fiscal anchor as well as structural
reforms to ensure good governance, support inclusive growth and address challenges relating to
climate change.

A. Fiscal Policy

18. Fiscal policy in 2022 has been appropriately supporting growth, while considerably
reducing the fiscal deficit. The 2022 budget has reduced current expenditures by about 1 percent
of non-oil GDP compared to 2021. It maintains support for pandemic-related health expenditures
and ensures that the transfers to households implemented earlier in the pandemic to mitigate the
impact of the lockdowns are not permanent. Additional measures have been implemented to
mitigate the impact of rising commodity prices on households. Capital spending has been ramped
up to support the non-oil economy. However, given implementation capacity constraints, an
execution rate of around 70 percent of the 2022 capital budgetis expected (representing an
increase of about 2"~ percent of non-oil GDP). Qil revenue (transferred to the budgetin line with the
amended NRF Act) is projected to increase sharply. As a result, the overall fiscal deficit is expected to
decline significantly to 1% percent of non-oil GDP from 10"z percent of non-oil GDP in 2021. While
the fiscal balance is still expected to record a small deficit, the public debt ratio is expected to
decline, given the large increase in the nominal GDP.

19. Going forward, it is important to maintain prudent fiscal policy. Staff broadly supported
the authorities’ measures to temporarily ease the burden of higher global commodity prices on the
most vulnerable groups of society, given the absence of adequate safety nets. Since tax measures
are poorly targeted tools, staff recommended a gradual unwinding of the general subsidies
provided through the tax system and moving to full pass-through of international prices to
domestic prices since the shock does not appear to be temporary, and therefore other forms of
government support are more appropriate. This should be done simultaneously with measures to
further develop and strengthen a well-targeted social safety net system. In addition, a sustainable
and feasible increase in capital spending to support the transformation of the Guyanese economy is
needed, but within a framework that does not generate macroeconomic imbalances. Moreover, the
debt to the central bank incurred while monetizing the deficit during 2015-mid 2021 needs to be
drawn down.

20. The NRF Act was strengthened recently. After a thorough review, and while restraining
the spending of the oil receipts, the authorities amended the NRF Act in December 2021. The recent
amendments set clear ceilings on withdrawals from the Fund for budgetary spending (Annex II).
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21. However, the amendments to the NRF Act do not provide an effective fiscal anchor
and Guyana still lacks a medium-term fiscal framework. The experience of other oil-producing
countries shows that the absence of such a framework, in which annual budgets are developed
within a medium-term framework, anchored in clear targets, has resulted in major macroeconomic
imbalances (Annex ll). A fiscal framework that constrains the annual non-oil overall fiscal deficit
(after grants) to not exceed the expected transfer from the oil savings fund will anchor fiscal policy
in the short term in Guyana and ensure that fiscal spending increases at a measured pace to address
development needs without resulting in macroeconomic imbalances, including a loss of
competitiveness and an appreciation of the real exchange rate due to anincrease in non-tradeable
prices (see Annex IV). Staff also recommended that a zero overall fiscal balance anchor should be
supported by a medium-term expenditure framework, with current expenditures mostly growing in
line with non-oil GDP and growth of capital expenditures being guided by absorptive capacity
constraints (Annex IV). The medium-term framework presented in this report is consistent with
achieving a zero overall fiscal balance target by 2025. Moreover, to serve effectively as a fiscal
anchor a zero overall fiscal balance target needs to be complemented by a rigorous analysis and
supplemented with changes if needed to the transfers rule set under the NRF, and an operational
target for the non-oil balance. The transfer rule needs to ensure that transfers to the budget are
optimally set to ensure intergenerational equity and long-term sustainability. This would also allow a
sufficient build-up of savings in the NRF for Guyana to be able to reap the full benefits of its natural
resource wealth.” In this sense a clear operational target for the non-oil balance that ensures
achieving all these objectives is also needed, and should be accompanied by measures that help
mobilize non-oil revenues and contain the wage bill and non-current spending, to ensure that
medium-term consolidation is not driven mostly by oil revenues which could be volatile.

22. Capacity weaknesses in the management of public investment must be tackled
simultaneously with the strategy to close infrastructure gaps and development needs. The
2017 PIMA report highlighted weaknesses in the planning, budgeting, appraisal, selection,
procurement, and implementation of capital projects. Staff urged the authorities to implement the
recommendations of the report, and to undertake a public expenditure review to assess the
efficiency and effectiveness of public spending.™

23. Guyana's fiscal strategy—consisting of the objectives of fiscal policy, adoption of a
fiscal anchor, and the transition path towards a sustainable fiscal position—should evolve
over time as more information and expertise relating to management of oil resources become

12 For example, transfers from the NRF could be based on a standard permanentincome hypothesis (PIH) rule that
aims to smooth consumption based onthe annuity / perpetuity value of expected future oil revenues; or a more
conservative ‘bird inhand’ rule by which publicspending is based on the returns on the oil revenues already
materialized.

13 The 2017 Public Investment Management Assessment report identified as critical (i) the completionand
publication of a policy framework on PPPs; (ii) updating the regulatory framework to international standards; (iii)
improving the monitoring of public corporations to coordinate their publicinvestments and to monitor fiscal risks;
and (iv) the preparationand dissemination ofdetailed guidance on project appraisal and selection, while allocating
sufficient resources for pre-investment planning, and increasing the capacity to undertake project appraisals and
selectionin budget agencies.
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available. As Guyana is a relatively new oil producer, itis advisable that a simple fiscal framework,
such as a zero overall fiscal balance (after grants), be implemented in the short term (next couple of
years). As more accurate information becomes available about the scale of Guyana’s oil resources,
and as absorptive and institutional capacity improve, Guyana should adopta more comprehensive
fiscal strategy. This would involve a fiscal anchor translated into an operational target for the non-oil
primary fiscal balance. The transition to the long-term fiscal anchor should take into account
Guyana's infrastructure and human capital needs, intergenerational equity and fiscal sustainability,
as well as absorptive and institutional capacity constraints.

24. Staff also emphasized the importance of continuing reform of public enterprises. With
the increases in energy prices and the re-opening of three sugar estates, it is important to
strengthen governance and transparency, and to control costs, at Guyana Power and Light Inc. (GPL)
and at the sugar company GuySuCo.

Authorities’ Views

25. The authorities are strongly committed to fiscal prudence, while meeting critical
developmental needs. The authorities agreed that containing the fiscal position over the medium
term is crucial in anchoring fiscal policy in a sustainable way, by setting annual budgets within a
fiscal framework that constrains the annual non-oil overall fiscal deficit (after grants) to not exceed
the expected transfer from the NRF. The authorities noted that the new framework strengthens the
fiscal prudence of the existing system.™ Moreover, this will ensure that scaling up public investment
to address Guyana's infrastructure and human development needs is as rapid as feasible, without
generating macro-economic imbalances. Consistent with the amended NRF Act, the authorities are
committed to conducting periodic reviews of the oil transfer rule, which would be helpful in
ensuring the long-term sustainability of the NRF and intergenerational equity.

B. Monetary and Exchange Rate Policy

26. Given the expected continued tightening of the U.S. monetary policy, monetary policy
in Guyana also needs to be tightened, to maintain exchange rate stability. In addition,
monetary policy will need to contain inflationary pressures due to elevated international commodity
prices, the recovery in domestic economic activity, and higher government spending. Staff
suggested deploying a combination of instruments to curb the growth of monetary aggregates,
including raising the reserve requirement rate and expanding the sale of Treasury bills to contain
excess liquidity.

" The limits posed by the recently amended NRF Act, together with the Fiscal Management and Accountability Act of
2003, provide constraints on fiscal policy in practice, and debt sustainability is ensured by the commitment to
maintain Guyana's risk of debt distress ata moderate (or lower) level.
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27.  The exchange rate should continue to serve as the nominal anchor, along with
increased efforts to deepen the domestic financial markets.’> Exchange rate stability serves
Guyana'’s current needs best, given the underdevelopment of domestic financial markets. The
accumulation of substantial buffers in the NRF will also strengthen Guyana’s headroom to maintain
a stable exchange rate. Staff advised that foreign exchange interventions should be used to address
disorderly market conditions and to smooth short-term fluctuations in the nominal exchange rate
when these are notrelated to fundamentals. Over the medium to long term, as Guyana becomes a
major oil producer, staff support authorities’ aims to deepen financial markets. Staff also
recommended revising the monetary policy framework to ensure it is well suited for the economy’s
needs, including allowing the exchange rate to absorb shocks and increase its flexibility to maintain
competitiveness.'®'7 Creating the necessary infrastructure for the effective functioning of the
interbank, domestic debt, and FX markets will strengthen the monetary policy transmission
mechanism and enhance the credibility of the central bank (Annex V).

Authorities’ Views

28. The authorities noted that the current monetary policy framework focused on
exchange rate stability serves Guyana’s needs best currently, and as the economy grows over
the medium term, a revised monetary policy framework may be needed. The authorities noted
that the accumulation of reserves and substantial buffers in the NRF will strengthen Guyana’s
headroom to maintain a stable exchange rate. Exchange rate stability serves best Guyana's current
needs of a nominal anchor. The authorities consider that over the medium to long term, as Guyana
become a major oil producer, a gradual shift towards greater exchange rate flexibility may allow the
economy to better withstand shocks and maintain competitiveness. The authorities desire a step -by-
step approach in deepening the interbank, domestic debt, and FX markets to strengthen the
monetary policy framework and the transmission mechanism. The authorities emphasized that in the
current framework, the reserves requirement rate can be used to curb credit supply, and this is a
sufficient policy tool to tighten the monetary policy stance when needed.

C. Financial Sector Policy

29. With the financial sector expected to grow with the growth of the economy, itis
important to maintain financial stability. The authorities made good progress on implementing
the recommendations of the 2016 FSAP (Annex VI), specifically on accelerating the implementation

1> Guyana's exchange rate regimeis a de jure float, but a de facto stabilized arrangement with occasional foreign
exchange rate interventions to maintain the nominal exchange rate.

16 Staff proposed an'inflation-lite’ targeting framework to modernize the current monetary policy framework in
Guyana, in line with authorities’ efforts to develop the financial markets infrastructure needed to supportit.

7 As government spending financed by oil revenues increases over time, larger FX inflows will need to be sterilized
by the central bank to avoid pressures on the exchange rate. These sterilization costs, or pressures on the exchange
rate, in additionto external shocks, will require ever-greater management to maintain exchange rate stability. As
such, greater exchange rate flexibility will facilitate the economic expansion and adjustment to oil price shocks while
maintaining price stabilityand safeguarding foreignreserves.
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of Basel Il/lll, and remain committed to completing the implementation of the FSAP
recommendations. They have also conducted commercial banks’ asset quality reviews. As a result,
banks wrote off a substantial stock of NPLs, thereby reducing their credit risks. Progress was also
made in updating Crisis Management and Supervision Guidelines, although moving away from
paper-based functioning and towards broad based risk-based supervision remain key challenges.
Guyana should ensure effective implementation of its AMF/CFT framework. Guyana is expected to
undergo the fourth mutual evaluation by the Carribean Financial Action Task Force (CFATF) by end-
2023. With the completion of the 2021 National Risk Assessment (NRA), the BoG is working on
implementing the recommendations of the NRA with CARTAC.

30. Digital payments are growing. Until recently, Guyana was mostly a cash-based society,
with bank services limited to electronic banking, credit, and debit cards. However, the COVID-19
pandemic accelerated the digital change, and many consumers adopted the existing Mobile Money
Payment System offered by the Guyana Telephone and Telegraph Company (GT&T). Development
in mobile money and digital payment should be balanced with a risk-based approach to regulation
to mitigate risks including ML/TF risks. Staff suggested that the authorities consider technical
assistance from the Fund on the regulation and supervision of mobile payments.

31. Staff welcomed the authorities’ strategies to promote financial inclusion. The
authorities have already taken steps to promote financial inclusion. For example, a private credit
bureau, Creditinfo, was established in July 2013. In January 2016, the Credit Reporting Act was
amended to mandate information sharing to the credit bureau by both credit institutions and public
utilities. Staff noted that fintech and digitalization could help increase the contribution of the
financial sector to growth and help diversify the non-oil economy.

Authorities’ Views

32. On the financial sector, the authorities are committed to continuing with financial
reforms and ensuring alignment of its legal framework with international standards. The
authorities emphasized that Guyana is committed to strengthen effectiveness of its AML/CFT
regime, by implementing its NRA recommendations and action plans. The authorities recognize that
accelerating the digitalization could enhance the contribution of the financial sector to growth.

D. Structural and Governance Reforms to Support Inclusive Growth

33. To support growth, Guyana needs to lower unemployment, especially for youth in
rural areas, and reduce inter-industry skills mismatches going forward. Staff advised the
government to implement education and labor market policies to expand and diversify the non-oil
economy (Annex VII)."® Staff recommended a multi-pronged approach, focusing on involving
Guyanese diaspora, changing labor market regulation, and improving the education system by

'8 n the 2019 Consultation, staff emphasized that Guyana’s weak education indicators, particularly low secondary
school enrollment ratios, had resulted in significant skill shortages and was a key impediment to long -term inclusive
growth.
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investing in expanding schools for all educational levels. The needed increase in expenditure on
education policy reforms should focus on expanding access to education, improving the curriculum
to better connect to current labor market needs and enhancing vocational training. Amongst other
structural reforms, increased investment will be needed in healthcare, access to roads and electricity
and telecommunication services. Also, international experience shows that reducing local content
requirements can be beneficial for successful tackling of the skills mismatch problem by early
engagement of foreign qualified skilled workers.

34. Further efforts in strengthening the anti-corruption framework as well as transparency
of the governance of oil receipts will also be needed to support growth. The 2019 Article IV
report noted weaknesses in the governance and anti-corruption frameworks that could give rise to
corruption vulnerabilities.” Staff noted the authorities’ progress in strengthening Guyana's anti-
corruption framework and fiscal transparency in the extractive industries (Annexes VIl and IX).
Recent progress on the anti-corruption framework includes publication of audit reports of public
expenditures, including for COVID,? implementation of some recommendations noted in the 2019
Article IV Staff Report, as well as the re-establishment of the Integrity Commission. Asset
declarations of a large number of public officials are submitted annually, and public procurement
tenders are streamed live. On EITI (Extractive Industries Transparency Initiative), staff urged the
authorities to improve the information sharing and publication of extractive industries’ financial
statements, move towards electronic disclosures and more closely follow up on EITI's
recommendations to address the remaining gaps, where Guyana scores low (Annex X).

35. Staff welcomed the authorities’ plans for building resilience to climate change in the
Low Carbon Development Strategy (LCDS). Guyana faces natural disaster risks, particularly floods
and droughts, which are exacerbated by climate change (Annex X). With resources from the Guyana -
Norway Partnership, Guyana developed a Climate Resilience and Adaptation Strategy to set out a
comprehensive and overarching framework for adapting and building resilience to climate change
impacts. Staff welcome the authorities’ efforts in this respect, and the implementation of the LCDS in
2022. On adaptation efforts, the LCDS includes a shift to renewable sources of energy, including
investment in hydroelectric power, to diversify the energy matrix and help lower electricity costs
(text charts), thereby supporting growth. On mitigation, by entering the international carbon credits
market, Guyana will monetize and maintain its vast forest coverage.?’ Furthermore, Guyana commits
to reduce emissions by 70 percent before 2030 mainly via maintaining vast forest coverage and
monitoring closely oil emissions on a sectoral and additive basis.

9 The weaknesses were noted in the areas of revenue administration, ease ofdoing business, import licensing,
discretionary licensing allocation and the rule of law.

2 htp://www.audit.org.gy/reports.html#

21 Guyana's vast forests and low deforestation rate support its effort to mitigate climate change, which has benefited
from the REDD+ Investment Fund (GRIF), established through an agreement with Norway, and more recently via a
new proposal to jointhe LEAF (Lowering Emissions by Accelerating Forest Finance) Coalition.
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Authorities’ Views

36. The authorities are working actively to improve efficiency and reduce mismatches in
the labor market. The authorities recognize the importance of an efficient and responsive labor
market given the scale and pace of the structural changes occurring in the economy. In response,
the authorities are investing heavily in human capital development, including technical and
vocational education, to ensure an adequate supply-side response to emergent demands in the
market for skilled labor. Additionally, work has begun with the support of an expert to gather critical
data to inform strategic interventions aimed at addressing labor market mismatches.

37. While there is considerable fiscal transparency and a robust anti-corruption
framework, the authorities are committed to further strengthen governance, particularly on
EITI. The authorities recognize that following up adequately on EITI recommendations is critical.
Prioritization will be needed as capacity is built over time. The authorities are committed to
accelerate the electronic publication of key information on procurement contracts, establish a
bidders register, continue publishing audit reports of public expenditures including COVID-19 funds,
and further strengthen mechanisms and processes for required follow up as applicable. The
authorities noted that the anti-corruption framework is aligned with international standards, and is
being further improved (e.g., by ensuring proper coordination and information of all public agencies
involved). Moreover, the government intends to increase public awareness about the functions of its
anti-corruption framework including increasing the efficiency of the Integrity Commission and the
National Procurement and Tender Administration Board.

38. The authorities have advanced preparation of an expanded Low Carbon Development
Strategy (LCDS). Recognizing the large contribution made by Guyana's standing forests to the
global fight against climate change, the authorities have developed the LCDS 2030 which has
benefited from wide consultations and aims to monetize the climate services provided by Guyana's
vast forest cover, as well as to accelerate economic growth along a low carbon path. The LCDS also
recognizes the urgent need for investment in the transition to clean and renewable energy and to
strengthen resilience to floods and improve water management.
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E. Other Issues

39. Capacity development needs are large, and they need to be prioritized carefully. Staff
urged the authorities to request technical assistance from FAD on their framework for the
management and use of oil resources, including the FARI model, and from MCM to support the
development of financial market infrastructure, stress testing of bank balance sheets and AQRs for
financial stability. Staff also noted capacity development available from the Fund for governance-
related issues, including on strengthening transparency of public procurement process and public
investment management frameworks.

40. Data provided to the Fund is broadly adequate for surveillance purposes. The
authorities have made considerable progress in improving data provision to the Fund, notably in
compiling International Investment Position data beginning in 2020. However, timeliness, reliability,
and coverage can be further improved.

Authorities’ Views

41. The authorities concurred with staff on the need to prioritize capacity development
requests.

B STAFF APPRAISAL

42. Following a protracted political transition and a pandemic induced recession in 2020,
the economy recovered in 2021, supported by fiscal policy and the oil boom. The new
administration took office only in August 2020 which delayed considerably the 2020 budget
approval and the implementation of pandemic measures and forced an increased reliance on direct
financing from the central bank. In 2021, the economy recovered from the contraction in 2020,
despite floods, supported by fiscal policy. Public debt declined almost 10 percent of GDP, reaching
42.9 percent of GDP atend-2021, one of the lowest in the region. Guyana maintained a moderate
risk of external debt distress, with debt dynamics improving significantly with incoming oil revenues.
The external position strengthened, and it is assessed to be broadly in line with the level implied by
fundamentals and desirable policies.

43. Fiscal and monetary policies should be cautious. In 2022, the government implemented
tax measures to limit the passthrough to consumers of rising food and energy prices from the war in
Ukraine. A gradual unwinding of these untargeted measures and strengthening and better targeting
the social safety net system are recommended to better mitigate the impact of the inflationary
shock. In addition, while a sustainable and feasible increase in capital spending to start the
transformation of the Guyanese economy is needed, significant progress towards a new fiscal
framework that does not generate macroeconomic imbalances is also needed. To maintain
exchange rate stability and given the expected continued tightening of the U.S. monetary policy,
monetary policy in Guyana should continue to be tightened.
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44. Guyana’'s medium-term prospects are very favorable, with increasing oil production
having the potential to transform Guyana’s economy. Oil production is expected to increase
significantly with the coming on stream of two large oilfields during 2023-26. Guyana's
commercially recoverable petroleum reserves is the third largestin Latin America and Caribbean,
and one of the highest levels of oil reserves per capita in the world. This could help Guyana build up
substantial fiscal and external buffers to absorb shocks while addressing infrastructure gaps and
human development needs. However, increased dependence on oil revenues will expose the
economy to volatility in global oil prices. A slowing global economy and the repercussions from the
war in Ukraine could also adversely affect non-oil exports. On the other hand, higher global oil
prices and additional gas and oil discoveries could significantly improve Guyana’s long-term
economic prospects.

45, Staff strongly support the authorities’ goals to transform the economy, address
development needs in an inclusive way, and protect the long-term economic well-being of
the country. Staff welcome the authorities’ efforts to reduce electricity costs, improve transport
infrastructure, diversify the economy, improve access to and quality of social services, and advance
more broadly towards the Sustainable Development Goals. Staff commend the authorities’ efforts
outlined in the LCDS 2030 to maintain the country’s forest coverage and address climate change
challenges by shifting towards renewable energy sources, while entering the international carbon
credits market.

46. Staff welcome the recent amendments to the NRF Act. The recent amendments to the
NRF Act set clear ceilings on withdrawals from the Fund for budgetary spending and promote
transparency in the management and use of oil resources. Staff praise the authorities’ thorough
review of the NRF Act before making amendments, and the restraint in using any oil revenues
before the passage of the amendments.

47. Staff recommend a feasible and moderate increase in public investment while further
strengthening the medium-term framework for fiscal policy. Staff welcome the emphasis on
public investment and policies to sustain growth into the longer term but urge caution in
determining the pace of ramping up public investment. Staff also urge the authorities to
simultaneously strengthen the capacity to manage public investment, based on 2017
recommendations on public investment management. Staff recommend setting annual budgets
within a fiscal framework that, over the medium term, constrains the annual non-oil overall fiscal
deficit (after grants) to not exceed the expected transfer from the NRF, to anchor fiscal policy in a
sustainable way. Staff also recommend further analysis and any needed adjustment to the oil
transfer rule, to ensure the long-term sustainability and intergenerational equity in the management
of oil resources and to move towards a more robust fiscal framework if needed.

48. Staff agree with the authorities that exchange rate stability serves Guyana’s current
needs best. The use of the exchange rate as the nominal anchor is currently appropriate, along with
increased efforts to deepen domestic financial markets. The accumulation of substantial buffers in
the NRF will strengthen Guyana's headroom to maintain a stable exchange rate. Over the medium to
long term, as Guyana becomes a major oil producer, staff support the authorities’ aims to deepen
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financial markets and recommend revising the monetary policy framework to ensure it is well suited
for the economy’s needs, including allowing the exchange rate to absorb shocks and increase its
flexibility to maintain competitiveness.

49. Staff commend the authorities’ efforts to maintain financial stability. Macro-financial
risks are well monitored with a broad spectrum of indicators, including credit developments and the
systemic risk matrix, and banks are well capitalized. Staff welcome BoG's successful asset quality
reviews, the progress in conducting stress testing exercises, and the authorities’ strategies to
promote financial inclusion. Staff strongly support the authorities commitment to complete the
implementation of the 2016 FSAP recommendations and the move towards broad based risk-based
supervision.

50. Guyana has recently strengthened the AML/CFT framework and staff recommend
ensuring sustained efforts for its effective implementation. Guyana has been removed from the
CFATF list of strategic jurisdictions with strategic deficiencies in November 2016. Full compliance
with international standards would bolster Guyana's fight against money laundering and terrorism
financing. Guyana should implement the recommendations and action plans identified in the recent
NRA. Efforts to strengthen its AML/CFT legal framework should be sustained by ensuring its
effective implementation. Full compliance with international standards would bolster Guyana's fight
against money laundering and terrorism financing.

51. Staff commend the authorities’ progress in strengthening Guyana’s anti-corruption
framework and fiscal transparency and support further advances. Several pillars of the anti-
corruption framework have been recently strengthened, including the Integrity and Public
Procurement Commissions and the National Procurement and Tender Administration Board. Audit
reports of public expenditures, including for COVID, are published, and their recommendations are
followed up on. Asset declarations of a large number of public officials are submitted annually, and
public procurement tenders are streamed live. The authorities made progress in implementing the
recommendations of the 2019 and 2021 EITI reports, notably on the reconciliation with the fiscal
regime. Some progress has also been made on information sharing and publication of extractive
industries’ financial statements, and the authorities are strengthening capacity to address remaining
gaps, including in moving towards electronic disclosure and adequate follow-up.

52. It is proposed that the next Article IV consultation takes place on the standard 12-
month cycle.

INTERNATIONAL MONETARY FUND 19



GUYANA

Figure 1. Guyana: Comparative Regional Developments 1/

Guyana continues to perform in line or better than
some of its regional peers. Growth is higher in Guyana
than in regional peers owing to the start of oil
production...
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Figure 2. Guyana: Real Sector Indicators
Economic activity slowly picked up in 2021. After the
political crisis, floods and pandemic lockdowns, non-oil Like elsewhere in the world, inflation is rising.
economic recovery was strong in 2021.
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Figure 3. Guyana: External Sector Developments

The external position has stabilized from the covid
crisis. Large oil-related imports increased the current
account deficit in values...
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Figure 4. Guyana: Fiscal Sector Developments
Fiscal deficit deteriorated slightly in 2021 due to

declining revenues despite the unwinding of covid- evenues declined owing to continued fall in tax

revenues.
related measures.
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Figure 5. Guyana: Financial Soundness Indicators
The banking system is well capitalized, the liquid asset
ratio remained stable, and profitability has slightly
improved. Banks remain liquid..

.. and the system's reported CAR is above the
regulatory requirement.
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Figure 6. Guyana: Monetary Developments

Monetary conditions are supportive of growth. The
base money has stabilized..

..and interest rates marginally declined.
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Table 1. Guyana: Selected Social and Economic Indicators

I. Social Indicators

Population, 2021 (thousands) 789 Population not using an improved

Life expectancy at birth (years), 2019 70 water source (%), 2015 49
Under-five mortality rate (per 1,000 live births), 2020 28 Gini index, 1998 45
Population living below the poverty line (%), 2000-06 35 HDI rank, 2019 122

Il. Economic Indicators

Prel. Proj.

2021 2022 2023 2024 2025 2026 2027

(Annual percent change)
Production and Prices

Real GDP 239 57.8 25.2 21.2 28.2 25.5 33
Real Non-Oil GDP 46 7.2 5.0 5.1 5.2 5.2 5.2
Real Oil GDP 56.9 116.1 36.8 283 36.5 31.1 29
Real GDP per capita 234 573 24.8 209 279 251 3.0
Consumer prices (average) 33 76 76 5.0 38 35 35
Consumer prices (end of period) 5.7 94 6.0 4.1 35 35 35
Terms of trade 131 28.0 (3.0 (0.9) (2.2) (1.0) 1.0

(Percent of non-oil GDP)
Central Government

Revenue 24.3 343 36.3 374 379 379 37.6
Grants 0.5 0.8 0.0 0.0 0.0 0.0 0.0
Expenditure 353 36.8 375 379 379 379 376
Current 25.8 247 25.2 254 254 254 251
Capital 9.5 12.1 12.3 12.5 12.5 125 125
Overall balance (after grants) -10.5 -1.7 -1.2 -05 0.0 0.0 0.0
(Percent of GDP)
Total public sector gross debt 1/ 429 22.8 20.9 18.8 16.2 137 135
External 17.8 10.1 10.6 10.5 9.7 8.0 7.8
Domestic 25.1 127 10.2 83 6.5 5.7 5.8

(Annual percent change)
Money and Credit

Broad money 122 11.5 123 9.9 9.0 89 9.0
Domestic credit of the banking system 18.1 37 -37 -1.9 -38 37 74
Public sector (net) 2/ 320 0.0 -15.1 -12.8 -20.7 -2.0 10.1
Private sector 7.1 74 6.7 6.1 6.3 6.2 6.2
External Sector
Current account balance 3/ -1,9717 6,502.6 5,173.3 54459 39987 72735 17,5946
(Percent of GDP) -25.5 438 30.8 28.7 174 26.3 26.7
Gross official reserves 4/ 810.8 870.7 1,3233 18566 24543 28322 3,1725
Months of imports of goods and services 5/ 19 13 29 29 5.1 6.8 7.2
Crude oil production (million barrels) 424 934 124.5 155.5 207.0 264.6 264.6
Oil price (barrel) 69.1 106.8 92.6 84.2 785 74.7 725
Memorandum Items:
Nominal GDP (G$ billion) 1,609.1 3,094.0 3,5035 39613 4,780.1 57762 59259
Nominal GDP, non-oil (G$ billion) 1,0983 1,2640 11,3881 1,509.1 16334 17676 19132
Per capita GDP, US$ 97776 18,7446 21,1623 23,855.8 28,700.7 34,578.0 35,367.6
Holdings of SDRs, in millions of U.S. dollars 17 17 17 1.8 1.8 1.8 18
Guyana dollar/U.S. dollar (period average) 208.5

Sources: Guyanese authorities; UNDP Human Development Report; World Bank; and IMF staff calculations and projections.

1/ Since 2015-16, public debt to GDP ratios have been adjusted to reflect unsettled government balances at the central bank.

2/ The changes in public sector (net) are from a small base, making the series volatile.

3/ The external current account for 2018 onwards includes high value imports of oil goods and services.

4/ From 2022 through 2027 reserves include transfers of oil revenues consistent with staff's fiscal policy advice on the use of oil revenues.

5/ Gross reserves in months of projected imports of goods and services. From 2017, these are affected by high value imports of oil goods and services.
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Table 2. Guyana: Balance of Payments 1/
(In millions of U.S. dollars)

Prel. Proj.
2019 2020 2021 2022 2023 2024 2025 2026 2027

(In millions of U.S dollars)

Current Account (incl. official transfers) -2,757 -897 -1,972 6,503 5,173 5,446 3,999 7,274 7,595
Current Account (excl. official transfers) -2,810 -929 -1,980 6,503 5173 5,446 3,999 7,274 7,595
Merchandise Trade (net) -2,459 336 -5 8,827 8941 11,977 13,801 20,033 20,615
Exports (f.0.b.) 1,567 2,590 4356 11,628 13,268 14,920 18,181 23,212 23,722
Bauxite 127 73 80 111 110 103 98 93 92
Sugar 28 24 15 24 23 21 21 20 21
Rice 223 243 201 246 253 262 272 282 293
Gold 877 979 858 1,024 1,092 1,165 1,243 1,315 1,387
Timber 34 28 26 29 29 30 31 31 32
Oil - 1,064 2,975 9978 11,532 13,097 16259 21,193 21,617
Other 279 178 199 217 228 241 258 278 280
Imports (c.i.f.) 4,026 2,254 4,361 2,801 4327 2944 4380 3,179 3,107
Capital goods 2,523 695 2,236 598 1,193 694 1212 770 766
Fuel and lubricants 491 493 808 812 1313 759 1,238 752 665
Other 1,013 1,066 1317 1,392 1,821 1,491 1,930 1,658 1,676
Services (net) -886 -1,788 -2,602 -1,946 -3,238 -2,217 -2,972 -2,273 -1,505
Primary Income (net) -47 -108 -390 -1,106 -1,275 -5,065 -7,588 -11,248 -12,279
of which: Repatriated oil earnings -125 -387  -1,048 -1211 -3457 -6013 -8937 -9,769
Secondary Income (net) 634 663 1,026 727 744 752 758 762 763
Financial Account 2,857 879 1,896 -6,552 -5,222 -5485 -4,040 -7,328 -7,652
Nonfinancial public sector (net) 44 -203 -94 -683 -577 -1240 -3835 -6363 -6928
Net official borrowing 38 -5 68 156 281 231 239 14 -14
Other public sector (net) 2/ 6 -198 -162 -839 -858  -1472 -4074 -6377 -6914
Private sector (net) 2,861 1,186 2,120 -5809 -4,193 -3,712 394 -587 -384
Foreign direct investment (net) 2,966 1,269 2222  -5681 -4,047  -3,547 579 -376 -224
Portfolio investment (net) -43 -21 -50 -57 -63 -68 -74 -80 -87
Other (net) -62 -62 -52 -71 -83 -96 -112 -130 -74
Errors and Omissions -128 -30 -6 0 0 0 0 0 0
Overall Balance 48 105 130 60 453 533 598 378 340
Memorandum Items:
Current account, incl. off. transfers (in percent of GDP) -53.3 -16.4 -25.5 438 30.8 287 174 263 26.7
Current account, excl. off. transfers (in percent of GDP) 3/ -54.3 -17.0 -25.7 438 308 287 174 263 26.7
Gross international reserves 5759 680.6 810.8 870.7 11,3233 18566 24543 28322 31725
(in months of imports of goods and services) 4/ 1.6 1.1 1.9 13 29 29 5.1 6.8 7.2
(in months of imports of non-oil goods and services) 3.1 33 29 3.1 45 6.0 76 8.1 8.5
Oil price assumption (US$/b) 61.4 413 69.1 106.8 92.6 84.2 785 747 725
Gold price assumption (US$/troy ounce) 1,377 1,632 1,707 1,815 1,853 1,891 1,930 1,955 1,973
HIPC and MDRI debt service relief 16.7 16.1 14.0 104 9.8 9.3 8.9 84 8.0
End of year balance of the NRF 198 608 1,447 2,305 3,776 7850 14,228 21,142
GDP (US$ million) 5174 5471 7,717 14,839 16,804 18999 22926 27,704 28,421
Guyana dollar/U.S. dollar (period average) 2085 2085
Guyana dollar/U.S. dollar (end-of-period) 208.5 208.5
(Annual percent change)
Growth of Value of Exports 16.8 55.8 66.2 157.2 139 123 215 27.2 23
of which exports of goods (excl re-exports) 9.9 70.7 68.8 168.3 14.1 124 219 277 2.2
Growth of Value of Imports 495 -174 70.8 -30.3 56.0 -30.2 40.2 -244 -139
of which Imports of goods 67.1 -44.0 935 -35.8 54.5 -320 48.8 -274 -23
Growth of Volume of Exports 7.0 159.0 439 85.1 284 221 30.1 344 49
Growth of Volume of Imports 838 275 15.8 -24.7 40.5 -22.5 274 -18.9 -135
Terms of trade (Goods) 9.7 6.3 131 28.0 -3.0 -0.9 -2.2 -1.0 1.0
Goods Export Price Index 74 5.1 36.3 423 -11.5 -79 -5.9 -44 -2.7
Goods Import Price Index -2.1 -1.2 20.5 11.2 -8.8 =71 -3.8 -35 -36

Sources: Bank of Guyana; and IMF staff calculations and projections.

1/ Table has been revised to BPM6 presentation.

2/ Includes capital flows of PetroCaribe financing.

3/ The external current account for 2018 onwards includes high value imports of oil goods and services.

4/ Gross reserves are in months of projected imports of goods and services. For 2017 onward, these are affected by high value imports of oil goods and services.
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Table 3a. Guyana: Public Sector Operations
(In percent of GDP)

Prel. Proj.
2019 2020 2021 2022 2023 2024 2025 2026 2027
Central Government Revenue 223 200 166 140 144 143 129 116 121
Tax revenue 209 191 15.8 9.3 9.0 8.7 7.8 7.0 73
Income taxes 8.7 9.2 76 46 44 4.2 3.8 34 3.6
Consumption taxes 9.0 73 59 33 32 3.1 2.8 2.5 2.6
Trade taxes 2.3 17 1.6 1.0 1.0 0.9 0.8 0.7 0.8
Other 1.0 0.9 0.7 04 04 04 04 03 03
Non-tax revenue 14 0.8 0.7 4.6 54 5.6 5.2 4.6 48
Of which:
Oil revenue 0.0 0.0 0.0 41 48 5.1 47 42 4.5
Net revenue from PE and statutory bodies 0.6 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.1
Capital revenue 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Grants 1.1 0.7 0.3 0.3 0.0 0.0 0.0 0.0 0.0
Central Government Expenditure 262 285 241 150 148 145 130 116 122
Current expenditure 200 218 176 101 10.0 9.7 8.7 7.8 8.1
Wages and salaries 6.4 6.3 48 29 2.8 2.7 24 2.2 2.3
Other goods and services 54 6.4 5.6 30 31 3.1 2.8 2.5 2.6
Transfers 7.5 85 6.6 3.9 3.8 3.6 3.2 29 3.1
Interest 1/ 0.8 0.7 0.5 03 03 0.2 0.2 0.2 0.1
Domestic 0.1 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1
External 0.7 0.6 0.3 0.2 0.2 0.1 0.1 0.1 0.0
Capital expenditure 6.1 6.7 6.5 49 49 438 43 38 4.0
Overall Balance (before grants) -39 -85 -75 -10 -05 -0.2 0.0 0.0 0.0
Overall Balance (after grants) -2.8 -7.9 -7.2 -0.7 -0.5 -0.2 0.0 0.0 0.0
Primary Balance (after grants) 20 -72 -67 -04 -0.2 0.0 0.2 0.2 0.1
Non-Oil Overall Balance (after grants) -2.8 -7.9 -7.2 -4.8 -5.3 -5.3 -4.7 -4.2 -45
Financing 2.8 7.9 7.2 0.7 0.5 0.2 0.0 0.0 0.0
Net foreign financing 1.0 0.2 0.7 1.0 2.2 1.2 1.1 0.0 0.0
Net domestic financing 2/ 1.8 77 6.5 -04 -1.7 -1.0 -1.1 0.0 0.1
Memorandum Items:
Total public debt 436 511 429 228 209 188 162 137 135
Domestic 186 272 251 127 102 83 6.5 5.7 5.8
External 249 238 178 101 106 105 9.7 8.0 7.8

Sources: Ministry of Finance; and IMF staff calculations and projections.

1/ Reflects interest and amortization after total debt relief.
2/ Includes statistical discrepancies.
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Table 3b. Guyana: Public Sector Operation
(In billions of Guyanese Dollars)

Prel. Proj.
2019 2020 2021 2022 2023 2024 2025 2026 2027

Central Government Revenue 241 228 267 433 504 565 619 669 720
Tax revenue 226 218 255 287 316 343 371 402 435
Income taxes 94 105 123 141 155 168 182 197 213
Consumption taxes 97 84 95 103 113 123 133 144 156
Trade taxes 25 20 26 30 33 36 39 43 46
Other 11 10 12 12 15 16 17 18 20
Non-tax revenue 15 9 12 142 188 222 248 268 285
Of which:
Oil revenue 0 0 0 126 170 202 226 245 266
Net revenue from PE and statutory bodies 7 2 3 7 8 8 9 10 5
Capital revenue 0 0 0 4 0 0 0 0
Grants 12 8 5 10 0 0 0 0 0
Central Government Expenditure 282 325 388 465 520 573 619 670 720
Current expenditure 216 249 284 312 349 384 415 449 481
Wages and salaries 69 72 78 90 99 107 116 126 136
Other goods and services 58 72 90 93 110 124 134 145 157
Transfers 81 97 107 120 132 143 155 168 181
Interest 1/ 9 7 9 10 10 10 10 10 7
Domestic 1 1 4 4 4 4 4 4 4
External 7 6 5 6 5 6 6 6 3
Capital expenditure 66 76 104 152 171 189 204 221 239
Overall Balance (before grants) -42 -97 -121 -32 -17 -8 0 0 0
Overall Balance (after grants) -30 -90 -116 -21 -17 -8 0 0 0
Primary Balance (after grants) -21 -82 -107 -1 -7 2 10 10 6
Non-Oil Overall Balance (after grants) -30 -90 -116 -147 -186 -210 -227 -245 -267
Financing 30 20 116 21 17 8 0 0 0
Net foreign financing 11 2 12 32 76 49 51 2 -3
Net domestic financing 2/ 19 87 104 -11 -59 -41 -50 -1 3
Memorandum Items:
Total public debt 470 583 690 707 731 744 774 790 802
Domestic 201 311 403 394 359 329 312 330 343
External 269 272 287 313 372 415 462 460 459

Sources: Ministry of Finance; and IMF staff calculations and projections.
1/ Reflects interest and amortization after total debt relief.
2/ Includes statistical discrepancies.
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Table 3c. Guyana: Public Sector Operations

(In percent of Non-Oil GDP)

Prel. Proj.
2019 2020 2021 2022 2023 2024 2025 2026 2027
Central Government Revenue 22.7 237 243 343 363 374 379 379 376
Tax revenue 213 227 232 227 227 227 227 227 227
Other 88 109 112 112 111 111 111 111 111
Non-tax revenue 9.1 8.7 8.6 8.1 8.1 8.1 8.1 8.1 8.1
Oil revenue, after measures 24 20 23 24 24 24 24 24 2.4
Oil revenue measures 1.0 1.1 1.1 1.0 1.1 1.0 1.0 1.0 1.0
Non-tax revenue 14 1.0 1.1 113 135 147 152 151 149
Of which:
Oil revenue 0.0 0.0 00 100 122 134 139 138 139
Net revenue from PE and statutory bodies 0.6 0.2 0.3 0.6 0.6 0.6 0.6 0.6 0.2
Capital revenue 0.0 0.0 0.0 0.3 0.0 0.0 0.0 0.0 0.0
Grants 11 08 05 08 00 00 ©00 0.0 0.0
Central Government Expenditure 26.6 339 353 368 375 379 379 379 376
Current expenditure 204 259 258 247 252 254 254 254 251
Wages and salaries 6.5 75 71 71 71 7.1 7.1 7.1 7.1
Other goods and services 55 75 8.2 73 79 8.2 8.2 8.2 8.2
Transfers 77 101 9.7 9.5 9.5 9.5 9.5 9.5 9.5
Interest 1/ 0.8 0.8 0.8 0.8 0.7 0.6 0.6 0.6 03
Domestic 0.1 0.1 0.3 03 03 03 03 0.2 0.2
External 0.7 0.7 0.5 0.5 04 04 04 04 0.1
Capital expenditure 6.3 7.9 95 121 123 125 125 125 125
Overall Balance (before grants) -39 -10.1 -11.0 -25 -12 -0.5 0.0 0.0 0.0
Overall Balance (after grants) -28 -94 -105 -17 -12 -05 00 00 0.0
Primary Balance (after grants) -20 -86 -97 -09 -05 041 06 06 03
Non-oil Overall Balance (after grants) -28 -94 -105 -11.7 -134 -139 -139 -139 -13.9
Financing 28 94 105 1.7 12 05 00 0.0 0.0
Net foreign financing 1.0 0.2 1.1 2.6 5.5 32 3.1 01 -02
Net domestic financing 2/ 1.8 9.1 95 -09 -43 -27 -31 -01 0.2
Memorandum Items:
Total public debt 443 607 628 559 526 493 474 447 419
Domestic 190 323 367 311 258 218 191 186 179
External 254 283 261 248 268 275 283 26.0 240

Sources: Ministry of Finance; and IMF staff calculations and projections.
1/ Reflects interest and amortization after total debt relief.
2/ Includes statistical discrepancies.

30 INTERNATIONAL MONETARY FUND




GUYANA

Table 4. Guyana: Summary Account of the Bank of Guyana and Monetary Survey
(In billions of Guyanese dollars, end of period)

Proj.
2019 2020 2021 2022 2023 2024 2025 2026 2027

(In billions of Guyanese dollars, end of period)
Bank of Guyana

Net Foreign Assets 945 1166 945 1070 2014 3126 4372 5160 5869
Foreign assets 1243 1465 1747 1872 2816 3928 5174 5962 667.1
Foreign liabilities 29.7 30.0 80.2 80.2 80.2 80.2 80.2 80.2 80.2

Net Domestic Assets 1079 1826 2016 3596 480.7 6309 8103 10785 14053
Of which:

Credit to public sector (net) 1162 1880 2130 2060 1980 1900 1820 1740 166.0
Liabilities to commercial banks -5.2 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1
Other items (net) 16 04 -3.2 0.0 0.0 0.0 0.0 0.0 0.0
Currency in Circulation 128.1 1622 1836 3372 5401 789.1 1,080.5 14139 1,796.8
Base Money 2023 2922 2952 4656 681.1 9425 12466 15936 19913

Monetary Survey

Net Foreign Assets 1618 1940 1847 2119 3235 4548 6027 7087 8113
Bank of Guyana 945 1166 945 1070 2014 3126 4372 5160 5869
Commercial banks 67.3 774 901 1049 1221 1422 1655 1927 2243

Net Domestic Assets 4005 4567 5384 5958 5837 5404 4818 4726 4754
Credit to public sector (net) 1742 2489 3286 3287 2790 2432 1929 1892 2083
Private sector credit 3029 3103 3323 3570 3810 4044 4297 4565 4850
Other items (net) -765 -102.6 -1225 -899 -763 -1072 -1408 -173.1 -2179

Broad Money 562.1 6436 7223 8051 9037 9928 10817 1,1784 12840

(annual percent change)

Net Foreign Assets 19.1 199 -48 148 527 406 325 176 145

Net Domestic Assets 126 14.0 179 107 -20 74 -108 -19 06

Domestic Credit 10.0 172 18.1 37 -37 -19 -38 37 74
Of which:

Private sector credit 79 25 7.1 74 6.7 6.1 6.3 6.2 6.2
Public sector net 139 429 32.0 0.0 -15.1 -12.8 -20.7 -2.0 10.1
Broad Money 144 145 122 115 123 99 9.0 89 9.0

(Contribution to changes in base money, 12-month basis)

Base Money 13.0 445 1.0 57.7 46.3 384 323 27.8 25.0
Net foreign assets 7.5 109 -7.5 42 203 16.3 13.2 6.3 45
Other including net credit to public sector 55 336 8.6 535 26.0 220 19.0 215 20.5

Memorandum Items:

Bank of Guyana's net foreign assets, in millions of U.S. dollars 4533  559.1 4534 5132 9658 14992 2,0969 24748 2815.1
Commercial banks' net foreign assets, in millions of U.S. dollars 3226 3713 4322 5032 5858 6819 7939 9242 1,0759
Money multiplier 2.8 2.2 24 1.7 13 1.1 0.9 0.7 0.6
Income velocity of broad money 19 15 15 16 15 15 15 15 15
Non-oil Nominal GDP 1060 960 1098 1264 1388 1509 1633 1768 1913

Growth Rate 7.7 -94 144 15.1 9.8 8.7 8.2 8.2 8.2

Sources: Bank of Guyana, and IMF staff calculations and projections.
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Table 5. Guyana: Indicators of External and Financial Vulnerability

(In percent, unless otherwise indicated)

Proj.

2019 2020 2021 2022 2023 2024 2025 2026 2027
Financial Indicators
Public sector debt-to-GDP 1/ 436 51.1 429 22.8 209 18.8 16.2 137 13.5
NPV of public sector debt-to-GDP 323 393 36.7 19.2 16.8 148 125 10.6 105
NPV of public sector debt-to revenue 144.9 196.9 2212 1373 117.0 103.7 96.5 91.1 86.8
CPl-inflation (end of period) 2.1 09 5.7 94 6.0 41 35 35 35
External Indicators
Exchange rate (per US$, end of period) 208.5 208.5 208.5
Current account balance-to-GDP -533 -164 -25.5 438 30.8 28.7 174 26.3 26.7
Gross official reserves (in millions of U.S. dollars) 5759 680.6 810.8 870.7 13233 18566 24543 28322 3,1725
Gross official reserves in months of imports 2/ 16 1.1 19 13 29 29 5.1 6.8 72
Gross official reserves to short-term external public sector debt 10541 12974 14133 13785 19009 26100 34942 39756 58695
External public sector debt to GDP 25.8 18.2 15.5 10.9 10.2 93 8.1 6.4 6.2
NPV of external public debt (in millions of U.S. dollars) 853.7 935.6 898.0 964.0 1,1064 12291 1,366.5 13438 123523
NPV of external public sector debt to exports 478 336 194 8.1 8.1 8.1 74 5.7 5.6
NPV of external public debt-to-GDP 16.5 171 11.6 6.5 6.6 6.5 6.0 49 4.8

Sources: Bank of Guyana; and IMF staff calculations and projections.

1/ Since, 2015-16, the public debt to GDP ratios have been adjusted to reflect unsettled government balances at the central bank.
2/ Gross reserves are in months of projected imports of goods and services. For 2017 onward, these are affected by high value imports of oil goods and services.
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Table 6. Guyana: Medium-Term Macroeconomic Framework
(Annual percent change)

Proj.
2019 2020 2021 2022 2023 2024 2025 2026 2027

(Annual percent change)
Production and Prices

Real GDP 54 435 239 57.8 252 212 282 255 33
Non-oil real GDP 43 -73 46 72 5.0 5.1 5.2 52 52
Oil real GDP 124.2 2,603 56.9 116.1 36.8 283 36.5 311 29

GDP deflator 30 -26.3 139 219 -9.6 -6.7 -5.9 -37 -0.7
Non-oil sector 33 -23 93 74 46 34 2.8 2.8 29
Oil sector -15.5 -64.3 80.5 65.8 -15.5 -9.6 -6.0 -29 -27

Consumer prices (average) 2.1 1.2 33 7.6 7.6 50 3.8 35 35

Consumer prices (end of period) 2.1 0.9 5.7 94 6.0 4.1 35 35 35

Terms of trade 9.7 6.3 131 28.0 -3.0 -0.9 -22 -1.0 1.0

(In percent of GDP)
Central Government

Revenue 223 20.0 16.6 14.0 144 143 12.9 11.6 121
Tax revenue 20.9 19.1 15.8 9.3 9.0 8.7 7.8 7.0 73
Non-tax revenue 14 0.8 0.7 4.6 54 5.6 5.2 4.6 48
of which: Oil-related revenue 0.0 0.0 0.0 4.1 48 5.1 47 42 4.5
Capital revenue 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Grants 1/ 11 0.7 03 0.3 0.0 0.0 0.0 0.0 0.0
Expenditure 26.2 285 241 15.0 14.8 145 13.0 11.6 12.2
Current 20.0 218 176 10.1 10.0 9.7 8.7 7.8 8.1
Capital 6.1 6.7 6.5 49 49 48 43 38 4.0
Overall balance (before grants) -39 -8.5 -7.5 -1.0 -0.5 -0.2 0.0 0.0 0.0
Overall balance (after grants) -2.8 -79 -7.2 -0.7 -0.5 -0.2 0.0 0.0 0.0
Financing 2.8 7.9 7.2 0.7 0.5 0.2 0.0 0.0 0.0
Net external financing 2/ 1.0 0.2 0.7 1.0 22 12 1.1 0.0 0.0
Net domestic financing 1.8 7.7 6.5 -04 -1.7 -1.0 -1.1 0.0 0.1
Total Public Sector Gross Debt 3/ 43.6 51.1 429 22.8 209 18.8 16.2 13.7 135
External 18.6 27.2 25.1 127 10.2 83 6.5 57 5.8

Domestic 249 238 17.8 10.1 10.6 10.5 9.7 8.0 7.8

(Annual percent change)
Money and Credit

Broad money 144 14.5 122 115 123 9.9 9.0 89 9.0
Domestic credit of the banking system 10.0 17.2 18.1 37 -3.7 -1.9 -3.8 37 74
Public sector (net) 139 429 32.0 0.0 -15.1 -12.8 -20.7 -2.0 10.1
Private sector 79 25 7.1 74 6.7 6.1 6.3 6.2 6.2

(In percent of GDP, unless otherwise indicated)
External Sector

Current account balance, incl. off. transfers -533 -16.4 -25.5 43.8 308 287 174 26.3 26.7
Gross official reserves (US$ million) 576 681 811 871 1,323 1,857 2,454 2,832 3,173
Months of imports of goods and services 4/ 16 1.1 19 13 29 2.9 5.1 6.8 72

(In percent of GDP, unless otherwise indicated)
Memorandum Items:

Nominal GDP (G$ billion) 1,079 1,141 1,609 3,094 3,504 3,961 4,780 5776 5,926

Growth rate 85 5.8 411 923 13.2 131 20.7 208 2.6
Central government Primary balance -2.0 -7.2 -6.7 -04 -0.2 0.0 0.2 0.2 0.1
General government overall balance (CG and NIS) -2.8 -79 -73 -0.7 -0.5 -0.2 0.0 0.0 0.0
NFPS overall balance -3.8 -6.8 -6.4 -1.0 -0.7 -0.3 0.0 0.0 -03
DSA public sector gross debt 436 51.1 429 22.8 209 18.8 16.2 137 135

External 24.9 23.8 17.8 10.1 10.6 10.5 9.7 8.0 7.8

Domestic 18.6 27.2 25.1 12.7 10.2 83 6.5 57 5.8
Per capita GDP, US$ 6,5944 69527 97776 187446 21,1623 23,8558 28,700.7 34,578.0 35,367.6
Guyana dollar/U.S. dollar (period average) 208.5 208.5 208.5

Sources: Guyanese authorities; and IMF staff calculations and projections.

1/ Includes debt service savings under HIPC and MDRI.

2/ Reflects interest and amortizations after debt stock operations.

3/ Since 2015-16, public debt to GDP ratios have been adjusted to reflect unsettled government balances at the central bank.

4/ Gross reserves are in months of projected imports of goods and services. For 2017 onward, these are affected by high value imports of oil goods and services.
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Table 7. Guyana: Financial Soundness Indicators

(In percent, unless otherwise indicated)

2016 2017 2018 2019 2020 2021
Capital Adequacy
Capital to risk-adjusted assets 2541 27.14 28.72 28.01 29.12 29.06
Tier | capital to risk-weighted assets 25.68 27.62 29.55 28.22 29.33 29.26
Capital to total assets 1344 14.56 14.77 14.72 13.92 1343
Lending to Connected Parties
Related party loans to total loans 407 3.38 2.95 3.12 3.52 3.77
Related party loans to capital base 16.32 12.95 10.00 10.93 11.40 12.53
Director exposure to related party exposure 0.60 1.60 2.21 2.59 3.07 5.53
Asset Composition
Business enterprises to total loans 4924 49.14 48.68 49.94 49.32 51.58
Agriculture to total loans 549 6.11 5.86 4.89 542 5.75
Mining and quarry to total loans 1.90 2.38 2.19 1.74 1.83 145
Manufacturing to total loans 13.52 11.32 10.79 1044 842 9.47
Services to total loans 2833 29.32 29.83 32.88 33.65 3491
Households to total loans 13.51 13.54 13.53 12.65 13.10 12.54
Asset Quality
Nonperforming loans to total loans 12.91 12.19 11.93 11.11 10.83 7.82
Nonperforming loans to total assets 6.05 5.81 5.55 5.06 447 3.22
Gross loans to deposits 58.54 60.92 58.71 56.97 50.72 50.27
Gross loans to gross assets 48.23 47.68 46.48 45.57 41.31 41.18
Earnings and Profitability
Return on assets 0.55 0.57 0.59 0.73 0.59 0.50
Return on equity 4.05 3.90 395 488 417 3.69
Net interest income to gross income 66.09 65.59 66.53 64.59 64.89 67.48
Noninterest expenses to gross income 47.73 24.98 2544 28.29 40.72 2543
Operating expense to total income 58.30 57.16 51.82 49.72 48.86 52.86
Liquidity
Interest expense to average earning assets 0.28 0.23 0.19 0.21 0.19 0.16
Net interest income to average earning assets 1.72 1.62 1.58 1.88 1.52 1.50
Liquid assets to total assets 3044 29.36 30.21 31.68 41.05 33.84

Source: Bank of Guyana.
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Table 8. Risk Assessment Matrix'

Source of Risk Likelihood Impact Policy Response
Global Risks
Russia’s invasion of Ukraine leads to High Increased Maintain the fiscal measures to
escalation of sanctions and other inflationary alleviate the cost of living of the
disruptions. Sanctions on Russia pressures. On the population.
include oil, gas, and food sectors, which positive side,
together with the reduction of food higher global oil
exports from Ukraine, lead to even prices may
higher commodity prices. strengthen the
fiscal and external
accounts.
Widespread social discontent and High Maintain the adequacy of fiscal and
political instability. Social unrest social measures.
fueled by increasing prices and
shortages of essentials, rising inequality,
inadequate healthcare, financial and
social scars from the prolonged
pandemic, and heavier household debt
burdens amid rising interest rates
trigger political instability, capital
outflows, higher unemployment, and
slower economic growth.
Outbreaks of lethal and highly High Weaker Extend pandemic relief measures and
contagious Covid-19 variants lead to growth, worsening | prepare contingency medium-term
subpar/volatile growth, with fiscal and external plans to preserve fiscal sustainability
increased divergence across balances as oil and build up external buffers.
countries. prices fall in world
markets due to
subdued demand.

" The Risk Assessment Matrix (RAM) shows events that could materially alter the baseline path. The relative likelihood is staff's subjective
assessment of the risks surrounding the baseline (“low” is meant to indicate a probability below 10 percent, “medium” a proba bility between 10and
30 percent, and "high” a probability between 30 and 50 percent). The RAM reflects staff views on the source of risks and overall level of concern as
of the time of discussions with the authorities. Non-mutually exclusive risks may interact and materialize jointly. //These seem to have been
included in the matrix?// The following three shocks in the GRAM were deemed to be low risk and/or low impact for Guyana, or incorporated in
some of the other risks, and are therefore not included in the matrix: (i) de-anchoring of inflation expectations in the U.S. and/or advanced
European economies; (ii) widespread social discontent and political instability; and (iii) global information infrastructure failure.
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Table 8. Risk Assessment Matrix (continued)

globalization.

Disruption to trade
flows, lower global
demand for
commodities.
Associated supply
chain disruptions
and commodity
price shocks give
rise to inflationary
pressures.

Source of Risk Likelihood Impact Policy Response
De-anchoring of inflation High High. Shortages of | Try to diversify supply chains, build up
expectations in the U.S. and/or intermediate and stockpiles of essential goods and
advanced European economies. final consumer commodities.

Worsening supply-demand imbalances, goods, slowdown

higher commodity prices (in part due to in growth, and

war in Ukraine), and higher nominal price surges.

wage growth lead to persistently higher

inflation and/or inflation expectations,

prompting central banks to tighten

policies faster than anticipated.

Abrupt growth slowdown in China. A Prepare contingency medium-term

combination of a sharper than expected Weaker growth, plans to preserve fiscal sustainability

slowdown in the property sector, more worsening fiscal and build up external buffers.

frequent Covid-19 outbreaks, and and external

inadequate policy responses result in a balances as oil

sharp slowdown of economic activity, prices fall in world

affecting other countries through markets due to

financial, trade, and commodity price subdued demand.

channels.

Cyberthreats. Cyberattacks on critical Medium Medium Strengthen the financial stability and

physical or digital infrastructure resilience framework. Strengthen the

(including digital currency platforms) AML/CFT framework.

trigger financial instability or

widespread disruptions in socio-

economic activities.

Rising and volatile food and energy High High Try to contain inflationary pressures

prices. through appropriate use of monetary
policy. Strengthen social safety net to
protect the most vulnerable sections of
society.

Geopolitical tensions and de- High Try to diversify supply chains, build up

stockpiles of essential goods and
commodities. Try to contain
inflationary pressures through
appropriate use of monetary policy.

Natural disasters related to climate
change. Higher frequency of natural
disasters causes severe economic
damage and accelerate emigration.
Disasters hitting key infrastructure or
disrupting trade raise commodity price
levels and volatility.

Damage
to infrastructure
and agriculture.

Invest in resilient infrastructure.
Develop self-insurance and ex-ante
mitigation strategies. Secure access to
contingent credit facilities. Ensure
transparency and accountability
measures in climate investment
programs.
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Table 8. Risk Assessment Matrix (concluded)

Source of Risk

Likelihood

Impact

Policy Response

Country-Specific Risks
Greater macroeconomic volatility. High High A fiscal rule to contain excessive
Mare volatility in macroeconomic spending needs to be adhered to.
variables, including GDP growth, fiscal Monetary policy needs to carefully
revenues, expenditures, inflation and monitor the impact of large inflows of
exchange rates due to excessive government revenue on the exchange
dependence on oil revenues. rate market and inflation to maintain
the competitiveness of the non-oil
exporting sector. Allow automatic
stabilizers to work in the short term.
Adverse ‘Dutch disease’ effects. Rapid | High High Fiscal policy needs to keep the pace of

ramping up of public spending could
result in ‘Dutch disease’ and a decline in
public expenditure efficiency.

scaling-up of public spending gradual
to not exceed capacity constraints,
avoid inflationary pressures and ensure
medium- and long-term economic and
debt sustainability. Ensure transparency
and accountability in public
procurement and an effective anti-
corruption framework to effectively
manage the potential negative impact
of the Dutch disease on governance.
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Annex l. External Sector Assessment

Overall Assessment: The externalposition of Guyana in 2021 was broadly in line with the levelimplied by
fundamentals anddesirable policies and strengthened compared to 2020. The real exchange rate against
currencies of trading partners depreciatedslightly and reserve adequacy improved to 1.9 months of imports
and 2.9 months of non-oil imports. As oil production increases and oil prices remain high, the external
position is expected to continue improving and substantial external buffers will be accumulated in the NRF.
While the outlook is favorable, there are signs of appreciation pressures which will be exacerbated if inflation
continues accelerating and if oil receipts are brought onshore.

Current Account

1. Guyana’s current account has been in deficit over the last 20 years, averaging -9.6 percent
of GDP per year, and reaching -25.5 percent of GDP in 2021. The widening of the current account
deficitin 2021 is attributed to large FDI-financed imports for oil investment, the recovery in imports along
with the recovery in the economy, and summer floods which lowered non-oil commodities exports—
developments that staff view as temporary. National savings as a share of GDP declined in 2021 and has
been negative since 2018, reflecting strong growth in private consumption. Private investment as a share of
GDP, which declined during the pandemic, remained stable relative to 2020. With oil production in Liza-2,
Payara and Yellowtail expected to reach capacity in 2022-26 and recovery in non-oil commodity exports,
the current accountis expected to turn to a significant surplus in 2022-27, averaging 29.0 percent of GDP.

2. Staff’'s assessment is that the external position in 2021 was broadly in line with the level
implied by fundamentals and desirable policies. Staff assessed the current account position using the
current account balance that adjusts for large, temporary FDI-financed imports in the oil sector. The EBA-
lite model estimates using the unadjusted current accountbalance suggest that the external positionin
2021 was substantially weaker than the level implied by fundamentals and desirable policies. The cyclically
adjusted (multilaterally consistent) currentaccount norm was -9.2 percent of GDP compared with a
cyclically adjusted actual level of -27.9 percent of GDP. This results in a currentaccountgap of -18.7
percent and a policy gap of 1.0 percent, implying a substantial real exchangerate overvaluation of 48.0
percent. However, the currentaccountbalance has been distorted by the development of the oil sector.
FDI-financed goods imports in the oil sector were 35.9 percent of GDP in 2021, accounting for the sharp
widening of the current account deficit. A substantial share of these imports is large and temporary in
nature, comprising equipment for oil extraction-! Once these are accounted for, the cyclically adjusted
current accountis -9.5 percent of GDP. This suggests a currentaccount gap of -0.3 percent of GDP and a
0.8 percent overvaluation of the real effective exchangerate. Thus, staff assess that the external position
was broadly in line with the level implied by fundamentals and desirable policies. As oil exports increase
and oil-related imports decline, the current accountis projected to strengthen over the medium term.

' The size of large, temporary oil-related imports was estimated by using estimates of large oilfield developmentcosts for Liza-
1 and Liza-2in the FARI model. This difference is equal to 22.6 percent of GDP. A statistical adjustment (-4.2 percent of GDP)
was also made to accommodate the classification of transfers to/from bank accounts abroad (see Informational Annex).
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Text Table 1. Guyana: EBA-lite Model Results, 2021

CA model 1/ REER model 1/
(in percent of GDP)

CA-Actual -25.5
Cyclical contributions (from model) (-) 1.8
COVID-19 adjustor (-) 2/ 0.8
Additional temporary/statistical factors (-) -18.4
Natural disasters and conflicts (-) -0.2
Adjusted CA -9.5
CA Norm (from model) 3/ -9.2
Adjusted CA Norm -9.2
CA Gap -0.3 -3.8
o/w Relative policy gap 1.0
Elasticity -0.39
REER Gap (in percent) 0.8 9.9

1/ Based on the EBA-lite 3.0 methodology

2/ Additional cyclical adjustment to account for the temporary impact of tourism (-0.13
percent of GDP) and remittances (-0.53 percent of GDP).

3/ Cyclically adjusted, including multilateral consistency adjustments.

Real Exchange Rate

3. The real effective exchange rate (REER) Real and Nominal Effective Exchange Rates
. _ REER/NEER 2010 =100, i = iati
was stable in 2021, depreciating about 0.47 15 RER/ ncrease = appreciation)

percent. Similarly, the nominal effective exchange 120 ’W""ﬂ_,_ 205

rate (NEER) depreciated by around 0.95 percent. 5 200
Historically, effective exchange rates have been o o 'K ..\,".. ',\ 195
: i i ) 105 [V N A
broadly stable, with movements typically being driven g 1%
100

by developments of the US dollar vis-a-vis other NEER

i ) ) 95 = === REER 185
currencies. The REER has remained stable since end- %0 —GSUSS (s
2021. Apr-09 Apr-11 Apr-13 Apr-15 Apr-17 Apr-19 Apr-21
4. Staff’s assessment is that the REER in 2021 was broadly in line with the level implied by

fundamentals and policies, but that there is significant risk of appreciation pressures. The EBA-lite
model estimates using the REER model suggest that the external positionin 2021 was substantially weaker
than the level implied by fundamentals and desirable policies. The REER norm was 97.5 compared with the
actual level of 107.6. This results in a REER gap of 9.9 percentand a policy gap of -3.8 percent, implying a
current account gap of -3.8 percent.? However, the development of the oil sector has caused large short-
term fluctuationsin real GDP, distorting results from the REER model. Given the recent stability of the REER
and government plans to increase investment and implement supply-side policies to improve growth and
competitiveness in the non-oil sector, staff do not view the REER as misaligned. This assessment is subject
to downside risks. While the majority of oil receipts are held offshore in the NRF, there is significant risk of
appreciation pressures if inflation accelerates and if significant oil receipts are brought onshore.

2 The policy gap is driven by loose monetary policy and low private credit growth in 2021.
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Capital and Financial Accounts: Flows and Policy Measures

5. Foreign direct investment has been the major source of capital inflows in Guyana since 2018
and was equal to 28.8 percent of GDPin 2021. Foreign direct investment inflows related to oil
investment were equal to US$4,430.1 million, or 57.4 percent of GDP, and are expected to decline in 2022 -
27,averaging 12.6 percent of GDP, as oil investment needs decline. While there was a net inflow of foreign
direct investment in 2021, this will reverse to a net outflow in 2022 as outflows increase due to oil operator
cost recovery. Non-oil related foreign direct investment declined during the pandemic, from US$272.6
million in 2019 to US$87.8 millionin 2020, and US$23.1 millionin2021. This is expected to slowly recover
in 2022-27. On the public sector side, capital flows mainly comprise concessional loans, which totaled
US$125.2 millionin 2021, and oil revenue flows, which were US$409.2 millionin 2021 and are expected to
grow to US$8,191.7 million by 2027.

6. With the growth in oil production, Guyana’s financial account will be vulnerable to external
shocks. Shocks to oil production and oil prices willimpact government oil revenue flows. Anotherrisk is a
slower-than-expected recovery in non-oil related foreign direct investment. However, given the
concessional nature of public external borrowing and low reliance on other financial flows in the private
sector, vulnerabilities remain contained.

Reserves Level

7. Guyana accumulated reservesin 2021 and had an adequate stock of international reserves,
equal to 10.5 percent of GDP. The level of foreign reserves has been low since 2018 dueto a combination
of large inflows for oil exploration and development in 2018-19 and the impact of the pandemic in 2020.
The resumption of oil exports and the new SDR allocation countered the rebound in private and public
demand, resulting in an accumulation of reserves in 2021. Asof end-2021, reserves are 1.9 months of
imports, or 2.9 months of non-oil imports, 23.4 percent of broad money (M2), and 1,362 .2 percent of short-
term debt, providing enough buffers against capital flight and limited market accessin the event of
adverse shocks.

8. Guyana’s level of international reservesis expected to be above most reserve adequacy
metrics by 2025 and in the medium term, and revenues from oil production will provide substantial
external buffers to absorb adverse shocks. Guyana will accumulate substantial external buffers from oil
production revenues, with the balancein the NRF growing from US$607.5 millionin 2021 to US$21,141.6
million in 2027. The level of reserves in terms of short-term debt, broad money, and non-oil related imports
are expected to remain well above adequate levels (text chart and table). The level of reserves in terms of
imports will reach 2.9 months of imports in 2023 and continue to improve in the medium term. However,
the level of international reserves will remain below adequate levels (using Assessing Reserve Adequacy
(ARA) Emerging Markets (EM) Metric) as this measure is skewed by the large increase in oil exports.
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Gross International Reserves and Adequacy Metrics

(US$ millions)
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Text Table 2. Guyana: Ratio of Reserves to Optimal Reserves Based on Various
Measures
(in percent)
3Months 3 Months Non- 20% of Broad ~ Short Term
ARA EM Metric  Imports 1/ oil Imports 1/ Money Debt

2010 164.9 1416 1416 2604 46279
2011 143.0 126.5 126.5 2354 29624
2012 1348 145.0 145.0 2257 29332
2013 1184 143.6 143.6 192.8 4241
2014 106.1 1389 1389 160.8 4395
2015 100.8 1242 1242 1395 7349
2016 953 109.6 109.6 1319 1653.1
2017 90.8 68.0 68.0 1300 1453.1
2018 792 411 86.5 1121 958.8
2019 796 543 104.2 106.8 1054.1
2020 787 376 109.0 1102 12974
2021 Prel. 735 64.2 96.7 117.0 1362.2
2022 Proj. 46.5 442 101.9 112.7 13785
2023 Proj. 634 96.2 149.8 152.6 1900.9
2024 Proj. 80.8 96.3 200.6 194.9 2610.0
2025 Proj. 92.0 1684 2520 236.5 34942
2026 Proj. 879 2256 269.7 250.6 3975.6
2027 Proj. 955 2404 2847 2576 5869.5

Adequate Range 100-150 100 100 100 100

Source: IMF staff calculations

1/ Gross reserves are in months of projected imports of goods and services. For 2017 onward, these are

affected by high value imports of oil goods and services.
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Annex Ill. The Amended NRF Transfer Rule

1. To date international oil producers have discovered 11 billion barrels of commercially
recoverable oil and gas that promises to transform Guyana's agricultural and mining economy
into a large oil producer, particularly considering it is a nation of about 790,000 people.

2. Guyana's Parliament approved local content rules for oil producers and amendments
to the 2019 Natural Resource Fund Act on December 29, 2021 to oversee management of the
nation's earnings from its oil resources.

3. The landmark Local Content Bill requires that energy projects use local businesses for
specific projects, including environmental studies and metal fabrication. It paves the way for
local companies and citizens to participate in at least 40 critical areas in the oil sector. The
government and a number of private sector stakeholders say that this will ensure international oil
companies and their contractors utilize more local services and products. Oil companies and their
subcontractors will have up to December 2022 to prepare a five-year plan that outlines how they
intend to employ and procure indigenous services.

4. The Natural Resources Fund Bill, No. 21 of 2021 introduced Amendments to the 2019
Natural Resources Fund Act. It was passed in the National Assembly despite an in-House protest
from the Opposition.

5. Key differences from the 2019 Act, according to the Ministry of Finance, include the
following:

e The Bill removes extensive powers from the Minister of Finance and vests them in a new Board
of Directors.

e The Bill proposes a much simpler and clearer formula to calculate how much can be withdrawn
from the Fund for government expenditures. The formula is designed to be easily understood by
the public, thereby promoting greater transparency.

e The Bill replaces the 22-member Public Accountability and Oversight Committee with a new 9-
member committee. The new committee is designed to establish practical and effective non-
governmental oversight over the management and use of the nation’s oil resources.

e The Bill requires that all reports and receipts of all petroleum revenues be published in the
Official Gazette. Failure to comply with this obligation results in a harsher penalty of $5 million-
and ten-years prison time.

e Finally, a key amendment in the legislation is that the Minister of Finance could face up to ten
years imprisonment if he fails to disclose the receipt of any petroleum revenues received by
Government in the Official Gazette within three months of receipt of such monies.

42 INTERNATIONAL MONETARY FUND



GUYANA

6. The new Bill has several good features, including making the transfer of oil revenues to
the budget based on a clear formula that is easily understandable by the general public. All
petroleum revenues, including royalties and profit oil, accruing to the government initially gets
deposited in the Natural Resource Fund, the NRF. The balance in the NRF in period t, x,, follows the
path:

+ Oilrevenues accruing to the government in period t

— Oilrevenue transfers to the budget in period t

7. The Natural Resource Fund (NRF) Bill, signed into law by President Irfaan Ali on
December 30, 2021, allows the government to extract the entire amount deposited in the
NRF, over US$600 million, in the first year of operation of the Fund (2022) and use it for budgetary
spending. Thereafter, after the first withdrawal, the proposed legislation sets out a ceiling on
withdrawals, with a progressively smaller proportion of the balance in the NRF being allowed to be
transferred to the budget for public spending, and the remainder of the petroleum revenues is
accumulated as savings in the NRF. More specifically, in any given year, US$500 million can be
withdrawn and then a reducing percentage of what remains, starting with 75% from the second five
hundred million; 50% from the third five hundred million; 25% from the fourth five hundred million;
5% from the fifth five hundred million, and then 3% from any amounts in excess of US$2.5 billion
(see Table below).

Text Table Guyana: Natural Resource Fund Balance and Transfer to the Budget
Balance in the Natural Resource Fund, x Amount Transferred to the Budget

x < US $500 mn X mn

US $500 mn < x < US $1000 mn 500 + 0.75*(x-500) mn

US $1000 mn < x < US $1500 mn 875 + 0.5*(x-1000) mn

US $1500 mn < x < US $2000 mn 1125 + 0.25*(x-1500) mn

US $2000 mn < x < US $2500 mn 1250 + 0.05*(x-2000) mn

US $2500 mn < x 1275 + 0.03*(x-2500) mn

8. However, the new Bill does not incorporate a key principle of any suitable framework

for the management and use of oil resources, which is that the transfer of oil revenues to the
budget should be closely integrated with budgetary financing needs in the context of an
appropriate and effective fiscal anchor. This is the same logic underlying the recommendation
that was made in the 2019 Article IV Staff Report for "adopting a fiscal framework that anchors fiscal
policy by constraining the annual non-oil fiscal deficit to not exceed the expected transfer from the
NRF. This will ensure that fiscal spending is increased at a measured pace to address development
needs while not resulting in public debt accumulation and adverse public debt dynamics.”
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Annex lIl. Cross-Country Experiences and Lessons in Management
of Oil Resources

1. This Annex briefly describes the framework for management and use of oil resources
in three countries with similar economic and structural characteristics to Guyana: Timor-Leste,
Ghana, and Kuwait. There are three key policy lessons to be drawn. The first is the need to
supplement a prudent oil revenue management framework with a strong and effective public
financial management system, and in particular a robust public investment management (PIM)
framework. Second, the experiences of Ghana and Kuwait highlight the need to have an effective
fiscal anchor to contain fiscal deficits and public debt accumulation. And third, the transfer of oil
revenues to the budget should be closely integrated with budgetary financing needs in the context
of an appropriate and effective fiscal anchor.

A. Timor-Leste

2, Petroleum is the mainstay of the economy in Timor-Leste. Although modest by
international standards in terms of the absolute level of reserves, reliance on petroleum is extremely
important to Timor-Leste given its small non-oil GDP. Income from petroleum currently accounts for
over 70 percent of GDP and over 95 percent of total revenues. The fiscal framework in Timor-Leste is
centered on two elements: a Petroleum Fundand a guideline focused on long-term fiscal
sustainability.

3. To date, Timor-Leste's fiscal framework has been an important anchor to ensure fiscal
sustainability. In particular, strict application of a Permanent Income Hypothesis (PIH)-based
benchmark has helped preserve the real value of government wealth from oil. At the same time,
Timor-Leste’s pressing development needs as a low-income country have led to higher public
spending in recent years. Balancing fiscal sustainability and addressing development needs is a
critical policy issue for resource rich developing countries (RRDCs).

B. Ghana

4, Ghana started oil production at the end of 2010. Ghana discovered oil in large-scale
commercial quantities in 2007 when a consortium of oil companies made a discovery in the Tano
Basin. Production officially commenced in December 2010. The Norwegians assisted Ghana in the
development of its framework for management of its oil resources. In 2011 the Petroleum Revenue
Management Act (PRMA) was passed by Parliament (Act 815) to govern the utilization of oil
revenues.

5. The early experience of Ghana in managing the nation’s oil resources has important
lessons for other oil producing countries. The firstis the need to supplement a prudent oil
revenue management framework with a strong and effective public financial management system,
and in particular a robust public investment management (PIM) framework. Second, Ghana's
experience highlights the need to have an effective fiscal anchor to contain fiscal deficits and
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accumulation of public debt. And third, Ghana's difficulties during the first ten years of oil
production illustrate clearly why the transfer of oil revenues to the budget has to be closely
integrated with budgetary financing needs in the context of an appropriate and effective fiscal
anchor.

C. Kuwait

6. As in the case of Ghana, Kuwait's experience highlights the need to have a sound fiscal
policy anchor for both macroeconomic stabilization and intergenerational equity purposes.
For oil-producing and oil-exporting economies such as Kuwait (and Guyana), a well-designed fiscal
rule would help preserve intergenerational equity by underpinning savings for future generations. At
the same time, by providing medium-term fiscal targets or ceilings, it would better insulate the
economy from oil price shocks, help protect government spending decisions from political
pressures, and reinforce multiyear budget frameworks designed to contain fiscal deficits and
accumulation of public debt.
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Annex IV. Macroeconomic Impact of Scaling Up Public Investment:

This Annex analyzes the macroeconomic impact of scaling up the pace of public investment under a
baseline scenario and an alternative ‘aggressive’ scenario using the Debt, Investment, Growth and
Natural Resources (DIGNAR) model.

1. DIGNAR is a dynamic stochastic general equilibrium model of a small open economy
used to analyze the macroeconomic and debt sustainability effects of scaling up public
investment in resource-abundant developing countries. Financing public investments in
infrastructure and human capital, natural resource revenues may help foster development and
growth. Increases in public capital can raise the productivity of labor and private capital, inducing
more accumulation of these productive factors and, therefore, growth. In addition, resource
revenues can serve as collateral for borrowing from international markets, making it possible to
build up public capital even before these revenues are generated. And by providing this external
financing, resource revenues may help to mitigate and ‘'smooth out’ the crowding out effects on
private consumption and investment that are often associated with public investment increases. In
practice, however, the management of natural resource revenues has been challenging for policy
makers in developing countries and led to opposite results. One of them is the 'natural resource
curse”: resource-rich countries may end up having lower growth rates and loss of competitiveness
compared to their non-resource rich counterparts. The DIGNAR model is particularly well-suited to
studying and quantifying these possible ‘Dutch disease’ effects.

A. Scenarios Calibration

2. The DIGNAR model is calibrated for Guyana using specific macro- and micro-economic
data and cross-country comparisons. Public investment efficiency is assumed at 59 percent in the
‘baseline’ scenario, in line with the findings in the 2017 PIMA Assessment (relative to 70 percentin
LAC and 73 percent for EMEs). In the ‘aggressive’ scenario public investment efficiency is assumed to
increase steadily from 59 percent to 70 percent, reflecting absorption constraints associated with
rapid increases in public investment. The depreciation rate of public capital is assumed to be 7
percent. Exports in percent of GDP are projected to rise from around 58 percentin 2022 to 87
percent in 2024 before falling steadily to 40 percent by 2045.

3. The path of publicinvestment scaling-up is simulated in two scenarios based on the
pace of public investment spending and the speed of achieving an overall balance budget.
This reflects a gradual adoption of staff's recommendation of a fiscal responsibility framework that
targets an overall balanced budget. The ‘baseline’ scenario models a path of public investment

' Special thanks to Alexei Goumilevski and Max Yarmolinskyin ITD, and Zamid Aligishiev and Cian Ruane in RES, for
help in running the DIGNAR model for Guyana.
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expenditures that allows an overall balanced Guyana: Public Investment

budget to be achieved by 2025 (see fiscal (I percent of GDP)

policy section), to which the authorities agree " . N
and is in line with oil transfers from NRFto the | AN - ==~ Aggressive scenario

budget consistent with the NRF Act. The 0
‘aggressive’ scenario models a path of public 60
investment spending that allows an overall 50
balanced budget to be achieved five years 20
later, by 2030. The ‘baseline’ scenario sees a 30
steady increase in public investment in percent

of non-oil GDP from 9.5 percentin 2021 to 12.5 percentin 2024 and remaining at that level
thereafter. By contrast the ‘aggressive’ scenario models a sharp increase in public investment from
9.5 percent of non-oil GDP in 2021 to almost 23 percent in 2026 (for illustrative purposes) and then
a steady decline in the ratio to 12.5 percent by 2030.

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

B. Macroeconomic Implications

4. The simulation results show less crowding out of private investment and contraction
of the non-resource sector in the long run under the more gradual ‘baseline’ scenario. Rapid
growth in public investment spending under the ‘aggressive’ scenario dampens private investment
considerably more relative to the ‘gradual’ scenario—by a cumulative 10.8 percent over ten years—
due to stronger crowding out effects. This is due not only to higher real interest rates from large
public sector borrowing in the short term, but also to the massive front-loading of government
investment spending leading to higher inflation and more pronounced appreciation of the real
exchange rate, which in turn adversely affects export competitiveness. This is reflected in output in
the tradable sector being 2.5 percent lower under the ‘aggressive’ scenario compared to the
‘baseline’ scenario after ten years. Similarly, despite the relatively lower amount of public investment
spending to improve infrastructure, non-oil output growth under the ‘baseline’ scenario is higher in
the long term compared to the ‘aggressive’ scenario, as the effects of the ‘Dutch disease’ and
crowding out of private sector demand are lower: after ten years non-oil output is 3.3 percent lower
under the ‘aggressive’ scenario.
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Annex V. Financial Market Development, Monetary Policy
Transmission, and Exchange Rate Flexibility

1. Guyana needs to take policy measures to modernize the monetary policy framework
and strengthen the monetary policy transmission mechanism, as well as to develop and
deepen the markets needed to support a move towards greater exchange rate flexibility over
the medium to long term. As the 2016 FSSA notes, Guyana's domestic capital markets are
underdeveloped and mostly provide short-term funding: both corporate and government bond
markets are minuscule, there is no secondary market trading, and long-term investors mostly hold
short-term securities (which constrains their ability to generate reasonable returns and match long -
term liabilities). Moreover, available empirical evidence suggests that that monetary policy
transmission mechanism in Guyana is weak as the links between interest rates, monetary
aggregates, and inflation appear to be weak at present. Preliminary results from VAR estimation by
staff suggest that movements in the key central bank policy rate have no significant impact on
monetary aggregates or on CPlinflation — which is hardly surprising, given that the policy rate has
been fixed at 5 percent since March 2013.

2. Creating the necessary infrastructure, and establishing effective regulatory and
supervisory frameworks, for the effective functioning of the interbank, domestic debt, and FX
markets will be necessary to achieve these goals. Developing such infrastructure, and regulatory
and supervisory frameworks. are essential pre-conditions for strengthening the monetary policy
transmission mechanism, enhancing the credibility of the central bank, and facilitating the shift
towards greater exchange rate flexibility.

3. Cross country evidence suggests that adopting an alternative nominal anchor to the
exchange rate in Guyana in the short term would require developing deep, liquid, and
efficient financial and foreign exchange markets (Bhattacharya, R, forthcoming). Further
strengthening the monetary policy transmission mechanism, and putting in place systems to
monitor, assess, regulate, and manage FX exposures and related risks, should be key priorities over
the short term.

4, Based on earlier recommendations from the FSSA 2016, the following key measures
continue to be critical:

e Extend maturities of government securities to facilitate capital market development and use in
sterilizing structural liquidity. Extending government paper maturities can be initially started with
two-year instruments. A gradual deepening of the government securities market can enable
banks to rebalance their portfolios away from foreign assets and reduce their large FX open
positions owing to oil-related inflows. It would also expand medium- to long-term investment
opportunities for institutional investors.

e Develop an effective National Payments System (NPS) and medium-term savings products. A
robust legal and regulatory framework, and safe and efficient payment infrastructures, are
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critical for facilitating account transactions and thus access to finance. These relate to both
interbank payment mechanism and retail services. Innovative retail payment services, including
bill payment and e-money services, should be further promoted. Execution should be broad-
based for interbank currency trades, money market transactions, collateral placements in
government securities, and government securities trading. Market infrastructures should
develop immediately to electronically record transactions, manage risks, provide market
transparency, or enable the Bank of Guyana to monitor developments on a timely basis.

5. These measures, coupled with efforts to reduce chronic excess liquidity in Guyana’s
financial system, will effectively create the conditions to strengthen the monetary policy
transmission mechanism and allow a gradual shift to a more flexible exchange rate regime.
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Annex VI. Implementation of 2016 FSAP Recommendations

Recommendations

Time'

Authorities’ Responses

To improve systemic risk monitoring and stress testing:

Analyze system-wide risks by clearly mapping
upstream and downstream ownership of banks,
collecting data on housing market developments
and corporate and household balance sheets. 120,
150.

The ownership structure of the banks is in the
process of being updated. Data on upstream
ownership will be obtained. Initial discussions
have been held with the Bureau of Statistics
on collecting data on housing market
development and corporate and household
balance sheets. The authorities will request
technical assistance to expedite the progress.

Assess credit risk without considering collateral
values, given difficulties in collateral recovery. 120,
129

Done for stress tests in June 2016. Further, a
new model is being considered in which
haircuts are applied to collateral instead of
total removal of collateral.

Develop real estate price indices (possibly the NT |Initial discussions have been held with the

Bureau of Statistics). 120, 150 Bureau of Statistics.

Expand BoG's stress testing toolkit to incorporate NT |BOG has requested TA from IMF in the

macro financial scenarios; collect more detailed modelling and implementation of macro-

data; and carry out validity checks to ensure data financial scenarios for its stress testing toolkit.

accuracy and reliability. 127 CARTAC provided TA during the week of
January 17-21,2022, to presenta multifactor
Stress Test covering the risk areas of Credit,
Concentration, Foreign Currency Exposure,
and Interest Rates. BOG is implementing this
proposal.

To enhance banking supervision, regulations, and financial safety nets:

Ensure consistency across the continuum of
supervisory functions, from routine supervision to
intervention and resolution. 142

Revised Risk-Based Supervision Manual has
been revised. CARTAC's RBS workshop held on
September 3-5,2018. Workiisin progress to
upgrade and enhance the risk-based approach
over time.

Continue to enforce timely and effective remedial
actions from banks, as recently initiated by the
BoG, to ensure bank compliance with
requirements of bank examinations. 144

The BoG has continued to intensify its follow-
up action to ensure all recommendations of
examinations are adequately addressed prior
to the next examination cycle. Some of the
initiatives undertaken are:

-More frequent follow-up examinations

-More frequent periodic reporting

-Meetings are convened with the Board of
Directors and senior management of
institutions to discuss areas of significant
concern.
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Recommendations Time! Authorities’ Responses
Eliminate reduced provisioning requirements for | [SG No.5 was revised and issued with effect
“well-secured” portions of NPLs and ensure that from July 30, 2021. Policy decision was taken
loan classification and provisioning reflect to retain vis-a-vis other provisionsto reduce
borrowers’ true financial conditions. 145 NPLs and loss accounts.
Fill information gaps on banks' condition and I On completion of ownership structure
group structures to facilitate consolidated update, a questionnaire will be sent to
supervision and to design ex-ante contingency relevant institutions. Ownership structure
plans for takeover when necessary. 146, 150, 156 updated. Will be reassessed with
implementation of consolidated supervision.
Require banks to develop contingency funding | [Liquidity Risk Management Guideline drafted
plans to manage liquidity risks due to deposit and issued for comments.
concentration. 135, 137,156
Clarify the instruments, policies, required collateral | |BOG Act was passed in Parliament on July 13,
and procedures for providing ELA. 158 2018 and assented to on September 7,2018.
Reinforce the role of the Financial Stability I |A Financial Stability Unit was established in
Committee as a forum for rigorous systemic July 2017, and focuses on, inter alia,
assessments, including activation of crisis protocols. identifying and measuring systemic risks.
152,155
Amend the FIA to make the definition of banks'’ NT [Several amendments to the FIA have been
related parties more stringent and reduce the large drafted, but a policy decision was taken to
exposure limit from 40 percent to 25 percent of prioritize other legislation- Bank Resolution,
capital. Start mapping the amounts and types of ELA & DIC.
related-party transactions to quantify hidden
concentrations and wind-up excess risks as soon as
possible. 145-46
Increase the minimum capital adequacy NT [Supervision Guideline (SG) No. 14 was issued.
requirement, including charges for market and A decision was taken to retain the 8 percent
operational risk, to at least 12 percent. 150 capital requirement now. The credit risk
- — ighti f CARICOM
Phase out the zero-risk weighting of CARICOM NT Welg .t.lng of CARICO . g~oyernment .
o . . . securities now reflect individual countries
government securities and align the weights with . S
T o risks weight in SG No. 14.
individual countries’ risks. 145
Encourage banksto cease the practice of overdraft NT [A policy decision was taken to not address in
lending. 147 the recent revision of SG No. 5.
Streamline and operationalize the draft Crisis NT [The draft Financial Crisis Management Plan
Management Plan. 152 was updated to reflect changes in the
legislation.
Legislative Amendments:
Provide resolution powers to the BoG and, to the NT [Bill passed in Parliament on July 12,2018 and

extent possible, limit courts’ ability to reverse the
BoG's decisions. 154

assented to on September 28,2018.
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framework.

Recommendations Time! Authorities’ Responses

Organize a small group at the BoG to develop NT

resolution plans for vulnerable financial institutions.

157

Amend FIA (Part VIII) to enable effective resolution NT

of failing or about-to-fail banks. 153 -54

Set up a resolution group for regionally active NT

entities and request group recovery and resolution

plans. 157

Review the draft DIS, eliminate its participation in NT [Legislation passed in Parliament on July 13,

open bank assistance, and ensure that all 2018, assented to on August 13,2018 with

preconditions for its introduction are satisfied. 159 commencement dates of April 2nd and 3rd
2019. DIC operationalized on April 3,2019.

Amend the BOG Act 1998 to facilitate the ELA NT [Bill passed in parliament on July 13,2018 and

assented to on September 7,2018.

To further develop the financial system and promote responsible access to finance:

Expedite preparation of required regulations to
support the recently adopted insurance law. 148

Regulations came into effect in 2018.

Adopt a robust law to govern the NPS and enable
the safe and efficient use of electronic payments and
strengthen the regulatory framework. Grant the BoG
enforcement powers. 164

The National Payments Systems laws has
been passed by the Parliament in July 2018.

Strengthen the AML/CFT framework in line with
international standards. 165

The legislation has been amended.

Extend maturities of government securities to
facilitate capital market development and use in
sterilizing structural liquidity. 139

NT

IMF TA was provided in July 2017. The
implementation of TA recommendations is

being examined.

| immediate; NT: near term; MT: medium term. Paragraph numbers refer to the FSSA
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Annex VII. Key Features of Guyana’s Labor Market and Policy
Challenges'

This annex summarizes the findings by Luong (2020) on labor market strategies with the start of oil
production in Guyana. It concludes, based on international experience, that government policies to
boost educational and vocational training of the labor force, especially the youth, and effectively
engaging diaspora in Guyana’s professional and investment networks will be vital in the medium and
longer term while flexibility in migration laws and local content requirements will be key for the short
term. Engaging the private sector as the major employer of Guyana’s labor force will also be critical.

1. The recently started oil production will significantly transform Guyana’s economy
going forward. One of the challenges the country will face going forward is the impact on its labor
market and the skills gap.

2. Labor-market strategies can help the workforce adapt to Guyana’s changing
production and export structure following the start of oil production. The findings of the
product-space and occupation-space analyses by Luong (2020) reveal how strategic diversification
and workforce training can lead to a wealthier and more inclusive Guyanese economy. The product-
space analysis highlights several key goods, notably cement, the production of which could be
expanded to achieve short- and long-term development objectives. Meanwhile, diversifying
Guyana'’s range of wood-related products is likely to boost the country’s income level. Links
between sectors and occupations (Hartmann et al., 2019) are especially important in Guyana, with its
small labor market and high rate of emigration. Previous analytical work (Neffke etal. 2017) has
shown that labor mobility between industries is limited in Guyana. Moreover, the difficulty of
shifting between industries is due to industry-specific skills as well as occupation-related skills (Jara-
Figueroa et al,, 2018). Indeed, the polarization of the occupation space in Guyana indicates that
workforce flexibility is likely to be a major challenge beyond the short and medium term.

3. Strategies on migration laws, local content requirements and educational fundings will
be key going forward. With the low base in education and growing demand for skilled labor, the
country needs to make a serious effort to reduce youth unemployment and build human capital -
knowledge, skills, creativity, and well-being — by improving the education and health system. Such
conditions are essential if the population is to effectively benefit from the wealth generated by the
production of oil and other natural resources, as well as to generate ways to add the value needed
to achieve the desired diversification of the country’'s economy. However, this is also anissue that
can only be overcome in a medium- to long-term time frame. For this reason, to fill the specialized
labor gaps in the short term, the country will need to reattract the Guyanese diaspora that have left
the country and attract foreign professionals (Goldwill, 2019) as did many Gulf countries including
Kuwait. In this respect, labor market regulations allowing immigration from the Caribbean as a start,
including within CARICOM, would be key. Lowering local content requirements in energy policies

" Prepared by Manuk Ghazanchyan and Minnie Park. We thank Anna Luisa Paffhausen and Rohan Longmore, bothat
the World Bank, for their helpful comments.
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would also be important in the short term. For encouraging the influx of diaspora, the international
experience suggests a multipronged approach including with creating a diaspora ministry, and for
some countries, especially in the transition economies, encouraging joint venture enterprises with
diaspora members and providing access to professional networks has worked quite well (Agunias
and Newland, 2021).
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Annex VIIl. Progress with Implementation of EITI
Recommendations

1. Guyana joined the Extractive Industries Transparency Initiative (EITI) in 2017 after
announcing commitment in 2010. In 2015, the Ministry of Natural Resources of Guyana, declared
the commencement of a process to appoint the members of a Multi-Stakeholder Group (MSG). In
February 2017, the MSG was officially launched comprising twelve (12) members, four (4)
representatives each from civil society organizations, extractive entities, and government agencies.
The MSG approves the work plan for the Secretariat, approves the annual EITI Report, and assures
that EITI contributes to the public debate. The Government of Guyana has also set up the GYEIT|,
which is the national secretariatin charge of coordinating EITl implementation. The MSG aims to
ensure transparency and accountability in the governance of the natural resource sector and
oversees the day-to-day operations and implementation of its work plan.

G uya na Last updated February 2021

Government announces

4 commitment o
Guyana commissioned an

EITI chPing Study * EITI Champion appointed by

government
2017 EITI Report published

MSG formed

First Validation commences
ecomes Candidate coyntry

L

2010 2011 2012 2013 2014 2015 2016 2017 (2018 2019 2020 2021 2022

MOU between government Candidatl.lbre:tpp;lication E‘ﬂe“SiC_’” reques_t for
and EITI supmitie reporting deadline
2. Under the EITI standards, Guyana commits to: (i) high standards of transparency and

accountability in government operations and business, (ii) full disclosure of laws, procedures and
conditions under which contracts and licenses to extract and develop the resources are issued,
including institutional responsibilities of the State, (iii) full disclosure of exploration, production and
exports in the extractive sector (iv) report ownership structures, including beneficial ownership
information, transactions and financial flows in the extractive sector, (v) disclose the fiscal regime for
managing natural resource revenues and expenditures as articulated in the Natural Resource Fund
Act (vi) report the contribution of the extractive sector in the economy.

3. Guyana published its second EITI Report, covering fiscal year 2018 in April 2021 and is
currently going through the validation process under the EITI Standard started in October
2021. The reportincludes data on extractive activities such as mining, oil and gas, fisheries, and
forestry. Currently the government of Guyana is working on improving the public access to
information related to the extractive sector and has set up a work plan for 2021-22 with outlined
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expected outputs by December 2022 for a total cost of 567,000 US dollars. Amongst other tasks, the
authorities are committed to having all contracts, licenses and permits published along with their
geo-located data. These disclosures have been tasked to the e-governance unit of the National Data
Management Agency (NDMA). For this the NDMA will work with the statutory bodies such as the
Guyana Lands and Surveys Commission, Guyana Geology and Mines Commission, Guyana Forestry
Commission, and Department of Energy, to establish online digital portals for the corresponding
disclosures. The NDMA will also be working with the Deeds Registry to digitize company registration
data so that it is easily accessible to the public.
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Annex IX. Progresson 2019 Article IV Policy Recommendations

IMF 2019 Article IV Recommendations

Authorities’ Response

Fiscal policy

Complement the Natural Resource Fund Act
with a fiscal responsibility framework to
ensure effective management of the oil
wealth. To anchorfiscal policy, a
complementary fiscal framework that
constrains the annual non-oil deficitto not
exceed the expected transfer from the NRF

(i.e., a zero-overall fiscal balance).

Broadly consistent

The NRF legislation was assented to law in January 2019,
providing a legal framework for managing Guyana's natural
resource wealth. The NRF included a fiscal transfer rule that
envisaged that around half of current oil revenue would be
transferred to the budget and the other half saved as a
buffer against future shocks and for future generations. The
authorities did not spell out a complimentary fiscal
framework. The new government that took over
government in August 2020 announced amendments to
the legislation for the management of oil revenues. The
Natural Resources Fund Bill, No. 21 of 2021, was signed
into law by the President at the end of 2021 andincluded a
new fiscal transfer rule based on a simplified formula. The
Budget did not spell out an anchor for fiscal policy.

Monetary and exchange rate
policies

Continually reassess the monetary
policy stance to reflect changes in the
macroeconomic outlook and risks
remains appropriate. Monetary policy
should gradually revert to a neutral
stance to contain inflationary pressure
as economic growth strengthens and
credit expands. Over the medium term,
allow greater exchangerate flexibility
to play a larger role in facilitating
external adjustment.

Broadly consistent

Monetary policy was accommodative to support economic
growth and support a rebound from the pandemicinduced
recession in 2020. With the recovery taking hold and rising
inflation monetary policy should tighten. The authorities
have not taken decisive steps to develop the financial
market infrastructure to allow increased exchangerate
flexibility to play a larger role in facilitating external
adjustment. Consequently, the exchange rate remains
broadly stable.
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IMF 2019 Article IV Recommendations

Authorities’ Response

Financial sector policy

Strengthen supervisory and regulatory
framework in line with the 2016 FSAP
recommendations. Closely monitor NPLs
and take steps to strengthen financial sector
stability

Continue to strengthen the AML/CFT

framework.

Broadly consistent

The authorities have made good progress in implementing
recommendations from the 2016 FSAP including by
passing: amendments to the Bank of Guyana's Actto
provide emergency liquidity assistance (ELA) to deposit
taking financial institutions; amendments to Part VIII of the
Financial Institutions Act (FIA) for orderly resolution of a
failing institution; the National Payment System (NPS) law
to facilitate the establishment, regulation and oversight of a
modern national payment system; and the Deposit
Insurance Act to foster financial stability by protecting
depositors and by contributing to the resolution of
member institutions.. Work needs to accelerate in areas of
under-provisioning and related party lending. The
authorities registered some progress in adopting a Crisis
Management Plan and Supervision Guideline; accelerated
Basel II/lll implementation; and Guyana has strengthened
its AML/CFT legal framework to be consistent with global
standards and recently completed its 2021 NRA. Current
efforts are focused on implementing recommendations
made in the NRA. The preparation for the 2022 Mutual
Evaluation by the Caribbean Financial Action Task Force is
underway.

The authorities have closely monitored NPLsand an Asset
Quiality Review to examine Banks' credit risks remains under
consideration. NPLs have considerably declined in 2021.

Structuralreforms

Structural reforms and infrastructure
investment are needed to support economic
diversification and achieveinclusive
economic growth.

Broadly consistent

The authorities continue to reduce the cost of doing
business through the public investment program and
administrative reforms. They remain committed to a cleaner
and more affordable energy matrix, to eliminating
infrastructure deficits, and integrating remote regions in
the Hinterland, as per GSDS. The authorities need to
decisively implement reform measures spelt out in the
Green State Development Strategy (GSDS) to enhance
economic diversification and boost inclusive growth.
Addressing skilled labor shortages is vital to strengthening

long-term growth and the authorities are allocating

INTERNATIONAL MONETARY FUND 59



GUYANA

IMF 2019 Article IV Recommendations

Authorities’ Response

Governance

Continue the progress that has been
made and take additional steps to tackle
capacity weaknesses to strengthen
transparency and governance.

increased resources to education and training. However,
actions need to be taken to build on the progress made in
implementing more liberal or open immigration policies,
including free movement of all categories from other labor
from other CARICOM countries. Also, the authorities are
scaling-up investment in infrastructural development and
expanding the generation and transmission capacity of the
electricity company to help in unlocking growth. However,
the authorities must be mindful of absorptive capacity in
implementing their investment program.

Broadly consistent

Recent progress on the anti-corruption framework includes
publication of audit reports of public expenditures, including
for COVID, and partial implementation of recommendations
as well as the re-establishment of the Integrity Commission.
are published, and their recommendations followed up on.
The authorities informed staff that asset declarations of a
large number of public officials are submitted annually and
public procurement tenders are streamed live. The
authorities made progress in implementing the
recommendations of the 2019 and 2021 EITI (Extractive
Industries Transparency Initiative) reports, notably on the
reconciliation with the fiscal regime. Some progress has also
been made on information sharing and publication of
extractive industries’ financial statements, but further
progress is needed to improve Guyana'’s overall score to
address remaining gaps, including in moving towards
electronic disclosure and adequate follow-up.
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Annex X. Strategically on Reducing Climate Change Risks

This Annex describes the climate change risks faced by Guyana and presents the authorities’
comprehensive strategy to manage them.’

1. Guyana faces serious climate change and natural disaster risks, particularly floods and
droughts.’This has been reflected in multiple and recurrent floods,? alternating with droughts, which
have caused significant damage to infrastructure and disruption of economic activity. The worst
documented damages reached 60 percent of GDP in 2005.

2. Climate change will accentuate risks faced by Guyana. Sea level along the Guyana
coastline is rising faster than the global average® and is expected to accelerate in the coming
decades due to global warming.® This could result in increased flooding, prolonged inundation of
settlements and agricultural land, and contamination of fresh water supplies, with negative impacts
on economic activity.

3. The high disaster risk index for Guyana is due to high exposures and lack of coping and
adaptive capacities. Guyana's coastal vulnerability is aggravated by its ageing infrastructure system
which is ill-equipped to handle higher water levels and more intense storm surges (Hickey and Weis,
2012).% Investments in identified priority areas, such as upgrading infrastructure to protect against
flooding and hinterland adaptation, would increase resilience.

4. Guyana has started to take action to build resilience and enhance capacity to adapt. It
has ratified the United Nations Framework Convention on Climate Change (UNFCCC) in 1994 and the
United Nations Convention to Combat Desertification in 1997. At the national level, Guyana has
prepared the Green State Development Strategy (GSDS) Vision 2040, a framework for a 20-year
national green agenda to achieve a sustainable, low-carbon and resilient development, with an
emphasis on inclusiveness and intergenerational equity.

5. Crucial investment in adaptation infrastructure should be part of a comprehensive
strategy to fill infrastructure gaps and prioritize development needs. The absorptive capacity of

T This Annex contributed from the work of Seedwell Hove and Hussein Bidawi when they were part of the IMF Guyana
team.

2The 2021 UN World Risk Index, which measures exposure to natural disasters, susceptibility, and the capacity to
adaptand cope with these events places Guyana in the 7th positioninits disaster risk ranking of 181 countries.

3 |t experienced floods in 1996, 2005, 2006, 2008, 2010, 2011, 2013, 2014, 2015, and 2021, alternating with droughts in
1997-1998, 2009-2010, and 2015-2016 (NAPG, 2016).

4 Sea level off Guyana coast rose at a rate of six times the global average, (04 inch, or 10.2 millimeters peryear) from
1951 to 1979 (Guyana National Climate Committee, 2002).

> Projections for Guyana suggest that sea level could rise by 0.14m to 0.26m by 2030s, and 0.4 to 0.51m by 2100
(McSweeney et al. 2010).

6 About 25 percent of the Guyana's coast is protected by seawalls, 60 percent by mangroves, and 15 percent by
natural sandbanks.
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the domestic economy and labor market will need to be considered in determining the pace of
public investment. Incorporating governance-related measures in climate investment programs is
crucial to ensure investment is governed with transparency, accountability and integrity.

6. Saving a part of the oil wealth in financial assets will promote intergenerational equity
and insure against transition risk. A decarbonized world will have positive effects on Guyana by
mitigating the effects of climate change but poses a challenge in the medium term on a lucrative
source of revenue.

7. Guyana is committed to net-zero carbon emissions, but efforts should continue to
meet its ambitious domestic targets and to compensate for increased emissions from oil
extraction. The Low Carbon Development Strategy (LCDS) 2030 commits to reduce emissions by
70% before 2030 mainly via maintaining vast forest coverage and monitoring closely oil emissions on
a sectoral and additive basis. Guyana is committed to address climate change challenges by
shifting towards renewable energy sources, hydropower and solar, while entering the
international carbon credits market. While Guyana does not currently have a carbon tax, it has
implemented a flaring tax at US$45 per ton of carbon. Guyana's vast forests and low deforestation
rate supports its effort to mitigate climate change, which has benefited from the REDD+ Investment
Fund (GRIF), established through an agreement with Norway, and more recently via a new proposal
to join the LEAF (Lowering Emissions by Accelerating Forest Finance) Coalition. According to LCDS,
starting in 2022, Guyana can access market-based mechanisms for forest climate services that
includes private, as well as international public sector financing. This will enable a pathway to
transition from the existing Guyana-Norway partnership and increase the value of sustainably
managing Guyana's forests.
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PRESS RELEASE

PR[22/XX]

Appendix . Draft Press Release

IMF Executive Board Concludes 2022 Article IV Consultation
with Guyana

FOR IMMEDIATE RELEASE

Washington, DC - [Month dd, YYYY]: The Executive Board of the International Monetary Fund
(IMF) concluded the Article IV consultation’ with Guyana.

Following the pandemic-induced recession in 2020, economic growth recovered in 2021, despite
being negatively impacted by floods. Inflation increased markedly since 2021 owing to the floods
and supply-side disruptions, as well as continually rising fuel and food prices.

Oil production has increased significantly and has the potential to transform profoundly Guyana’s
economy. Guyana's commercially recoverable petroleum reserves is expected to reach one of the
highest levels per capita in the world. This could help Guyana build up substantial fiscal and external
buffers to absorb shocks while addressing infrastructure gaps and human development needs. Main
downside risks to the outlook include volatility in global oil prices, a slowing global economy, or
rapid increases in investment which could lead to macroeconomic imbalances, while upside risks
include higher global oil prices and additional gas and oil discoveries.

Executive Board Assessment ?
< >

TUnder Article IV of the IMF's Articles of Agreement, the IMF holds bilateral discussions withmembers, usually every
year. A staff team visits the country, collects economicand financial information, and discusses with officials the
country's economicdevelopments and policies.On return to headquarters, the staff prepares a report, which forms
the basis for discussion by the Executive Board.

2 At the conclusion of the discussion, the Managing Director, as Chairman of the Board, summarizes the views of
Executive Directors,and this summary is transmitted to the country's authorities. An explanation of any qualifiers
used in summings up can be found here: http://www.IMF.org/external/np/sec/misc/qualifiers.ntm.
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Guyana: Selected Social and Economic Indicators

I. Social Indicators

Population, 2021 (thousands) 789 Population not using an improved

Life expectancy at birth (years), 2019 70 water source (%), 2015 49
Under-five mortality rate (per 1,000 live births), 2020 28 Gini index, 1998 45
Population living below the poverty line (%), 2000-06 35 HDI rank, 2019 122

Il. Economic Indicators

Prel. Proj.

2021 2022 2023 2024 2025 2026 2027

(Annual percent change)
Production and Prices

Real GDP 239 57.8 25.2 21.2 28.2 25.5 33
Real Non-Oil GDP 46 7.2 5.0 5.1 5.2 5.2 5.2
Real Oil GDP 56.9 116.1 36.8 283 36.5 31.1 29
Real GDP per capita 234 573 24.8 209 279 251 3.0
Consumer prices (average) 33 76 76 5.0 38 35 35
Consumer prices (end of period) 5.7 94 6.0 4.1 35 35 35
Terms of trade 131 28.0 (3.0 (0.9) (2.2) (1.0) 1.0

(Percent of non-oil GDP)
Central Government

Revenue 24.3 343 36.3 374 379 379 37.6
Grants 0.5 0.8 0.0 0.0 0.0 0.0 0.0
Expenditure 353 36.8 375 379 379 379 376
Current 25.8 247 25.2 254 254 254 251
Capital 9.5 12.1 12.3 12.5 12.5 125 125
Overall balance (after grants) -10.5 -1.7 -1.2 -05 0.0 0.0 0.0
(Percent of GDP)
Total public sector gross debt 1/ 429 22.8 20.9 18.8 16.2 137 135
External 17.8 10.1 10.6 10.5 9.7 8.0 7.8
Domestic 25.1 127 10.2 83 6.5 5.7 5.8

(Annual percent change)
Money and Credit

Broad money 122 11.5 123 9.9 9.0 89 9.0
Domestic credit of the banking system 18.1 37 -37 -1.9 -38 37 74
Public sector (net) 2/ 320 0.0 -15.1 -12.8 -20.7 -2.0 10.1
Private sector 7.1 74 6.7 6.1 6.3 6.2 6.2
External Sector
Current account balance 3/ -1,9717 6,502.6 5,173.3 54459 39987 72735 17,5946
(Percent of GDP) -25.5 438 30.8 28.7 174 26.3 26.7
Gross official reserves 4/ 810.8 870.7 1,3233 18566 24543 28322 3,1725
Months of imports of goods and services 5/ 19 13 29 29 5.1 6.8 7.2
Crude oil production (million barrels) 424 934 124.5 155.5 207.0 264.6 264.6
Oil price (barrel) 69.1 106.8 92.6 84.2 785 74.7 725
Memorandum Items:
Nominal GDP (G$ billion) 1,609.1 3,094.0 3,5035 39613 4,780.1 57762 59259
Nominal GDP, non-oil (G$ billion) 1,0983 1,2640 11,3881 1,509.1 16334 17676 19132
Per capita GDP, US$ 97776 18,7446 21,1623 23,855.8 28,700.7 34,578.0 35,367.6
Holdings of SDRs, in millions of U.S. dollars 17 17 17 1.8 1.8 1.8 18
Guyana dollar/U.S. dollar (period average) 208.5

Sources: Guyanese authorities; UNDP Human Development Report; World Bank; and IMF staff calculations and projections.

1/ Since 2015-16, public debt to GDP ratios have been adjusted to reflect unsettled government balances at the central bank.

2/ The changes in public sector (net) are from a small base, making the series volatile.

3/ The external current account for 2018 onwards includes high value imports of oil goods and services.

4/ From 2022 through 2027 reserves include transfers of oil revenues consistent with staff's fiscal policy advice on the use of oil revenues.

5/ Gross reserves in months of projected imports of goods and services. From 2017, these are affected by high value imports of oil goods and services.
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