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Executive Summary

This paper assesses the prospects for debt sustainability in the
41 Heavily Indebted Poor Countries (HIPCs). For 23 of these countries, the
paper draws on detailed debt sustainability analyses that have recently been
completed by the staffs of the Bank and the Fund in the context of their
work on PFPs, Article IV consultations, Fund-supported programs, and the
Bank's Country Assistance Strategies. For the other countries, preliminary
judgments are offered on the basis of previous work in this area.

Countries for which detailed analysis is available are grouped
initially by comparing the projected evolution of two debt indicators in
relation to threshold ranges: 20-25 percent for the ratio of debt service to
exports and 200-250 percent for the net present value of debt to exports.
Roughly half of these countries would cross the lower bound of both these
thresholds within five years. Given this relatively rapid improvement, they
are considered to have a sustainable debt profile. Countries where the debt
indicators would remain above the tops of the threshold ranges even after
10 years of good policies are considered to be unsustainable. Those falling
between the two extremes are characterized as "possibly stressed," and the
sustainability of their debt situation is assessed by examining more closely
their specific circumstances, in particular their possible vulnerability to
adverse shocks.

On this basis the paper concludes that, of the 23 countries for which
detailed analysis is available, four have unsustainable debt burdens:
Mozambique, Sudan, Zambia, and probably Zaire. In addition, for the
countries outside that group of 23, it is likely that the debt profiles of
Burundi, Guinea-Bissau, Nicaragua, and Sao Tomé and Principe would be
considered unsustainable once the analysis for these countries is
completed--giving a total of 8 unsustainable cases out of the 41 HIPCs.
Bolivia, Cameroon, Céte d’'Ivoire, Tanzania, and Uganda are judged on the
basis of the detailed analysis to be "possibly stressed", and a preliminary
assessment suggests that a further seven cases are likely to fall into this
category. These groupings are laid out in Table 1.

The scenarios assume that the countries will pursue sound macroeconomic
policies and continue structural reforms. They also include debt relief
under existing mechanisms (on Naples terms), including in all but a few
cases a stock-of-debt operation, once the necessary track record has been
established. They are not forecasts, but show the extent to which country
debt profiles can reach what are believed to be manageable ranges. The
analysis is subject to a number of caveats. The empirical support for the
particular threshold ranges used is weak, and these are therefore somewhat
arbitrary, as is the 5-10 year horizon for assessing sustainability. With
different thresholds and time frames some countries at the borderline of the
three groups could be classified differently. In addition, the projected
improvement in the debt indicators could be delayed in the event of adverse
external or internal shocks, to which many of the HIPCs are vulnerable.
Improved economic policies may generate supply responses that are weaker




than anticipated. And external financing may be more limited or less
concessional than assumed. At the same time, of course, some of these
factors could turn out more positive than assumed in the analyses.

Finally, the paper looks at the composition of HIPCs' external debt by
creditor, and finds a wide variation across countries. This fact will need
to be taken into account in considering possible initiatives to provide
additional debt relief for the problem cases. The options in this regard
will be the subject of a subsequent paper.



I. Introduction

In the course of 1995, the staffs of the World Bank and IMF prepared a
number of papers for their respective Boards on the debt situation of the
Heavily Indebted Poor Countries (HIPCs). These papers, some of which were
prepared jointly by the two staffs, examined the extent to which debt
burdens for the poorest countries could be brought down to manageable levels
through a combination of maximum relief on official bilateral and commercial
debt under existing mechanisms, and new official financing on concessional
terms, in the context of continued adjustment and reform efforts by the
countries themselves.

The President of the World Bank and the Managing Director of the IMF
reported on this work to the Development Committee in October 1995. 1/
They noted that existing instruments appeared adequate to enable the
majority of HIPCs to achieve their growth potential with manageable levels
of debt and debt service. The conclusions were sensitive to the assumptions
made, however. 2/ For a small number of countries, it appeared that the
debt situation was likely to be unsustainable given existing financing
mechanisms, and for these cases there was a need to explore new approaches.
The Development Committee endorsed these conclusions and requested that the
Bank and Fund consider the issue further, based on detailed country-specific
analyses of debt sustainability, and report with proposals to the Committee
at its next meeting.

The staffs of the Bank and the Fund have since completed detailed debt
sustainability analyses for 23 of the 41 HIPCs, and will continue to
collaborate on the remainder in the context of work on PFPs, the Bank's
Country Assistance Strategies, and Fund-supported programs and Article IV
consultations. This paper draws together the results of the available
country analyses, and reassesses the prospective debt situation for these
countries. In particular, it attempts to identify cases where a country’s
debt burden appears unmanageable--taking into account likely risk factors--
or poses a clear threat to economic performance. 3/ The paper also
reviews what information exists on the debt positions of 16 other HIPCs, and
offers a preliminary assessment along similar lines. 4/ Finally, for the
cases judged to be "unsustainable" or "possibly stressed," the structure of
debt is examined, with a view to indicating where new or enhanced mechanisms
might be sought in each case to help bring about or strengthen debt

1/ "Progress Report on Multilateral Debt," DC/95-16 (SecM95-1040/2),
October 4, 1995.

2/ The previous joint analyses were based on stylized scenarios, adopting
common assumptions across countries.

3/ For a list of the 23 countries for which debt sustainability analyses
are available, see Table 3.

4/ In the remaining two cases--Liberia and Somalia--information on
economic developments and prospective policies is inadequate to permit a
meaningful consideration of these countries’ debt-servicing capacities.



sustainability. It is envisaged that a subsequent paper would consider
policy options, taking into account Executive Directors’ reactions to the
analysis set out below.

II. Defining Debt Sustainability and Debt Overhang 1/

1. Debt sustainability

Broadly speaking, a country can be said to have a sustainable extermnal
position if it is expected to be able to meet its current and future
external obligations in full, without recourse to relief or rescheduling of
debts or the accumulation of arrears, and without unduly compromising
economic growth. 2/

Of those HIPCs that have rescheduled their debts in the past, the
majority are not expected to exit the rescheduling process immediately. For
these countries, therefore, today’s debt levels are unsustainable by
definition. This static viewpoint has limited relevance for policy,
however. The prospects for most HIPCs are evolving rapidly as their debts
are restructured or reduced under existing mechanisms, and as the effects of
recent and continuing economic reforms make themselves felt. 3/ The
important question is whether a given country’s debt burden can be expected
to reach sustainable levels within a reasonable time horizon, once existing
mechanisms (to the extent they are needed) have been fully exploited.

This raises two further questions, the answers to which inevitably
require a large element of judgment. First, on what basis can one assess a
country's ability to meet its debt-service obligations without further
recourse to rescheduling or arrears? The most direct indicators of external
sustainability are the ratios to export earnings of current debt service
and/or the net present value of all future debt-service payments. Levels of
20-25 percent and 200-250 percent for these indicators have been cited as
thresholds which, if exceeded, may presage imminent debt-servicing
difficulties.

l/ This section draws on the companion paper, "Analytical Aspects of the
Debt Problems of Heavily Indebted Countries," which discusses a number of
these and other analytical issues in more detail.

2/ The concept of sustainability used here differs importantly from the
normal Fund definition of medium-term viability, which precludes recourse to
further exceptional financing, including use of Fund resources and other
forms of balance of payments assistance. Given the dependence of the HIPCs
on continued aid inflows, including those of an exceptional nature, and
their likely need to continue drawing on ESAF resources, it would be
extremely difficult for many of these countries to achieve viability
excluding all such forms of financing.

3/ See "Official Financing for Developing Countries,”™ SM/95/224, for a
description of Paris Club rescheduling terms for low-income countries.



While there is evidence that countries are increasingly likely to run
into debt-servicing difficulties as they rise above these thresholds, it is
also true that countries which in the past have run external payments
arrears or sought debt rescheduling have done so with widely differing debt
burdens, measured using the standard indicators. Clearly, other factors are
also at work. These are likely to include the country's fiscal and foreign
exchange reserve positions, the efficiency of its foreign exchange market,
the pace and variability of economic growth, and the general thrust and
credibility of the country’s policies. A country’s prospective ability to
close future financing gaps based on reasonable assumptions of available
(non-exceptional) finance is also a key indicator.

Any approach to assessing debt sustainability must therefore be
eclectic. The analysis in section III takes the conventional thresholds as
a starting point, but also looks more broadly at a range of other
indicators, especially in the borderline cases.

The second key question is how quickly a country should be expected to
arrive at "safe" levels of debt and debt service for it to be regarded as
being on a sustainable path. This is perhaps an even more difficult
question to answer than the first. Again, a country's specific
circumstances are likely to have an important bearing. The countries
analyzed in this paper have been grouped into three broad categories: those
which reach manageable debt thresholds in a period of five years or less;
those that do so only after 10 years or more; and those countries remaining
above or close to the borderline for 5-10 years. This is an arbitrary
classification, and longer or shorter horizons could be justified, depending
among other things on how important debt overhang effects are considered to
be.

2. Debt overhang effects

Mechanisms have been suggested whereby high levels of external debt
may, in and of themselves, impair economic performance. A country for which
this is the case can be said to suffer from a debt overhang.

The standard debt overhang hypothesis depends on there being a non-zero
probability of future debt-servicing problems, together with a perception
that the amount of debt service that is actually paid will be an increasing
function of output. Under these circumstances, a part of the benefit from
any activity that involves present sacrifice for future output--including
investment in plant, infrastructure or human capital, or the implementation
of difficult economic reforms--may be expected to accrue to existing foreign
creditors, and hence be discouraged. Growth would tend to suffer as a
result. Such effects may be more significant in cases where the debt is
regarded as unsustainable, but could occur in any country with less than
perfect credibility regarding the servicing of future debt obligationms.

It is also argued that countries with high debt levels may incur
significant costs as a result of the almost continuous negotiations their
governments must engage in to obtain refinancing or rescheduling of their
debt payments. Such a process imposes a burden on the often limited



administrative capacity of the debtor (as well as the creditor), and may
adversely affect investor confidence by adding to the general climate of
uncertainty in the economy.

High debt-service burdens may also, of course, directly crowd out
productive expenditures (public or private) in the debtor country, and
thereby reduce growth. Such effects are quite distinct from debt overhang
effects, however. Whereas the presence of a debt overhang may create a
prima facie case for debt reduction, this does not necessarily follow in the
case of crowding out effects. Displaced expenditures could be restored in a
number of ways, of which debt reduction is only one (alternatives would
include grants, new loans, or non-concessional debt rescheduling). Indeed,
donors may prefer--should they wish to provide assistance--to target a given
aid dollar directly at expenditure on the affected activity (infrastructure,
health, education), rather than supply it through debt reduction.

The empirical evidence regarding the existence of debt overhang effects
is summarized in the companion analytical paper. A number of econometric
studies, based mainly on the experience of middle-income highly indebted
countries, find that investment is negatively correlated with external debt
variables. A few have found similar effects for African countries. While
suggestive, these results need to be interpreted with caution: debt
variables may be picking up the influence of other factors, and most studies
do not distinguish between overhang and crowding out effects. From a
different perspective, some researchers have found that Brady Plan debt
reduction operations for certain middle-income countries had beneficial
effects on economic performance--principally by reducing uncertainty--but
only when preceded by a period of strong policy reforms. In sum, the
hypothesis that HIPCs suffer from significant debt overhangs can be neither
confirmed nor denied given the present state of knowledge.

III. Country-Specific Debt Sustainability Analyses

1. Methodology

Previous staff papers on the HIPCs’ debt situation and outlook were
based primarily on illustrative scenarios, using stylized assumptions. 1/

1/ See: World Debt Tables, 1994-95 (Vol.3, Chapter I1II); "Issues and
Developments in Multilateral Debt and Financing for the Heavily Indebted
Poor Countries - Preliminary Considerations" (SM/95/29, SecM95-215);
"Multilateral Debt of the Heavily Indebted Poor Countries" (SM/95/30) ;
"Issues and Developments in Multilateral Debt and Financing for the Heavily
Indebted Poor Countries - Further Consideration" (SM/95/61, SecM95-231);
"Official Financing for Developing Countries and Their Debt Situation" and
Background Paper (SM/95/224 and SM/95/228). This last paper, produced by
Fund staff only, examined scenarios for 14 HIPCs which included stylized
Paris Club stock-of-debt operations, but which in other respects adopted
country-specific assumptions.



The principal focus, particularly of the joint papers, was on the burden of
multilateral debt. It was acknowledged that broader questions of debt
sustainability could be answered with more confidence only on the basis of
detailed and comprehensive analyses that took account of country-specific
factors.

The scenarios reviewed here are intended to meet that specification.
Country teams in the Bank and the Fund were asked to agree on long-term
balance of payments projections that combined assumptions on policy
adjustment, external financing and macroeconomic performance which both
staffs considered to be appropriate for the specific country in
question. 1/

The assumption of prudent financial policies and the continuation of
structural reform--embodied to varying degrees in all the scenarios except
that for Nigeria--is crucial. None of the countries concerned can expect to
reach, or maintain, a sustainable external position in the absence of
reasonably sound policies. Moreover, without these policies, financing on
the scale and terms assumed (and needed to support growth) will not be
forthcoming.

It is, of course, true that the assumption of adherence to good
policies for an unbroken period of five to ten years or more does not
generally conform with past experience. But the scenarios are not intended
to be simple forecasts. Rather, they are designed to answer the conditional
question: if a country’s authorities adhere to sound adjustment policies,
can that country combine adequate growth with a reasonably rapid improvement
in its debt position? If the answer is no, there is prima facie a "debt
problem."” 1If, on the other hand, the answer is yes, but there is concern
that policy implementation might fall short of what is feasible, the
appropriate remedy would be to address those factors that are hampering
effective policy implementation. In this case, new initiatives on debt
would be required only if the level of debt itself were thought to lie
behind the policy failures (one element of the debt overhang hypothesis).

As regards the volume and terms of external financing, country teams
have based their projections on an assessment of what is likely to be
available to the country in question, given its particular needs and
circumstances (including its debt position) and taking into account general
trends in the supply of development assistance and private capital. The

1/ The country projections presented in this paper correspond to those
that have been reported to the Fund’'s Executive Board in the period since
October 1995, or are to be reported shortly. In some cases (Bolivia,
Kenya), subsequent revisions have been incorporated, where these have been
agreed by both Bank and Fund staff.



pattern of assumed financing flows for the countries examined is summarized
in Table 2. The salient features are:

° aggregate projected gross financing needs decline in
nominal U.S. dollar terms over the next ten years,
compared with 1990-94, as adjustment policies take
effect; 1/ since reliance on exceptional financing is
assumed to decline, however, the need for new money is
projected to increase significantly over the next five
years, and thereafter remain roughly constant in real
terms;

] in all but a few cases, the projections assume a sharply
rising contribution from private sector investment; 2/

] in view of the pressures on aid budgets in donor
countries, the flow of grants and concessional lending
has been assumed to decline in real terms (in some cases
even in nominal terms) over time; 3/ the contribution
of official transfers to total gross financing declines
only slightly, however, as bilateral donors are expected
to provide more of their aid to these countries in the
form of grants rather than loans;

° the shares of new bilateral lending in total gross
financing vary considerably from country to country, but
are on average somewhat below levels seen in recent
vears; multilaterals’ share, on the other hand, is
assumed to be higher, particularly in the near term.

For all countries eligible for concessional treatment from the Paris
Club, the analysis has included the effects of a stock-of-debt operation on
Naples terms (as applicable to the specific country) for debt to official

1/ Bolivia, Lao PDR, Uganda and Vietnam are exceptions in this regard.
Of these, all but Uganda are expected to receive large inflows of direct
investment, and the related imports boost the projected current account
deficit and hence gross financing need. The rise in Uganda's financing
needs is modest when expressed in real terms.

2/ Comparisons, however, between past and future net private capital
flows in Table 2 are subject to the caveat that data for the past include
errors and omissions, not all of which would necessarily correspond to
unrecorded private capital flows.

3/ This reflects the views expressed by Fund Directors in recent
discussions on bilateral and multilateral aid flows--see Chairman’'s Summing
Up, Buff/95/48, June 6, 1995.



Paris Club creditors. 1/2/ Unlike in previous exercises, the stock-of-
debt operation has been assumed to occur only after the necessary track
record of performance under rescheduling agreements and Fund arrangements
will have been established (generally over a three-year period). Coverage
has typically been determined with reference to previous rescheduling
agreements, though alternatives (for example, "topping up" under Naples
terms debt that had previously been rescheduled on Toronto or London terms)
have been considered where justified in the light of the country’s overall
indebtedness. In general, the terms for rescheduling and relief of debts to
non-Paris Club bilateral and private creditors are assumed to be comparable
to those on Paris Club debt. 3/ Flow reschedulings on applicable terms
have been assumed for the period prior to a stock-of-debt operation.

Finally, for each country, sensitivity analyses have been conducted in
order to shed some light on the robustness of the central results to changes
in key parameters. The choice of which parameters to examine in this
context has varied across countries, according to what was considered most
relevant in each case, but has generally included a variant with lower
export growth.

2. Definition of broad groupings

As noted earlier, there is no straightforward way to divide the HIPCs
into those that have sustainable debt positions and those that do nmot. A

1/ For Bolivia and Uganda, Paris Club stock-of-debt operations have
already been granted, and the central scenarios reflect the terms given.
Stock-of-debt operations have not been considered in the following cases:
(1) Sudan, Zambia and Mozambique, whose prospects would not warrant assuming
that a stock-of-debt operation would be an exit rescheduling, and who are
therefore ineligible; (ii) Kenya and Vietnam, because they have already
received exit flow reschedulings (of arrears only); (iii) Lao PDR, because
it has never sought a rescheduling of Paris Club debt; (iv) Equatorial
Guinea, where the expected coming-on-stream of 0il revenues and the
resulting improvement in the balance of payments and debt situation make it
an unlikely candidate for stock-of-debt treatment; and (v) Sierra Leone, for
which a scenario incorporating a stock-of-debt operation will be prepared in
due course, on the basis of revised data (the analysis reported to the Fund
Board, and used in this paper, assumed only flow reschedulings.)

2/ Where the terms of forthcoming debt restructurings from non-Paris Club
creditors could be anticipated (for instance, in the case of imminent
agreements on commercial bank debt), these were incorporated.

3/ 1In the case of Vietnam and Lao PDR, however, partly reflecting the
preponderance of Russian claims in the total debt of these countries, the
scenarios assume that these claims receive somewhat more favorable treatment
(from the point of view of the debtor). Less faverable terms would result
in Vietnam's indicators exceeding sustainable levels. The assumptions made
are, of course, without prejudice to the ongoing negotiations between the
parties involved.



variety of indicators needs to be taken into account, and some element of
judgment is inevitably required. The approach taken here is a two-step one.

First, the "threshold ranges" are used to identify three broad
groupings:

° those cases where it is fairly clear that the debt
profile, looking ahead, suggests a relatively rapid
improvement in the indicators (i.e., within 5 years);
this group has been labelled "sustainable™ in Table 3;

[ ] those cases where debt and debt service remains high
over the medium term (5-10 years), labelled "possibly
stressed" in the table, and for which an assessment
regarding sustainability necessitates closer examination
of the specific circumstances and risks; and finally

° those cases--the "unsustainable"--where it is quickly
apparent that, even with sound policies, the country
will be unable to work its way out of debt problems for
at least a decade under current mechanisms.

The second stage consists of looking more closely at the "possibly
stressed" countries, with a view to judging in each case whether their debt
prospects could be characterized as sustainable, given strong adjustment
policies and full exploitation of existing debt relief mechanisms.

3. Results of country debt sustainability analyses

General findings...

A summary of the results and background information for each of the
detailed country studies available to date are presented in the attached
appendices. Among other things, these summaries serve to bring out the
enormous diversity in circumstances and prospects for the countries
examined.

The key results of these studies are drawn together in Table 3.
Countries have been classified here as "sustainable" if their debt-service
ratios and NPV debt-export ratios fall below the bottom of the threshold
ranges--i.e., of 20 percent and 200 percent respectively--within 5 years,
and remain below. This could be regarded as a fairly strict test of



sustainability. 1/ Based on these criteria, a total of 14 countries would
be classified as sustainable. In the case of Cdte d'Ivoire, however, the
rapid improvement in the indicators depends critically on the terms assumed
for a debt restructuring agreement with the commercial banks, which is
expected to take place in 1996. 2/ Given the particular uncertainties
involved in this case, the staff considers it appropriate to view Céte
d’'Ivoire as "possibly stressed" rather than "sustainable,” and it has been
classified accordingly.

At the other end of the spectrum, countries have already at this stage
been assessed to have an "unsustainable" debt profile if either their debt-
service or NPV debt-export ratios still exceed the top of the respective
threshold ranges--i.e., of 25 percent or 250 percent--beyond ten years. Of
the 23 cases for which country-specific analysis is available, three
countries fall into this category: Mozambique, Sudan, and Zambia. 3/

Finally, the "possibly stressed” group--defined residually as those not
falling into either of the two polar categories--comprises six countries:
Bolivia, Cameroon, Céte d'Ivoire, Tanzania, Uganda, and Zaire. These cases
are examined more closely below.

An alternative perspective on the debt and debt-service thresholds,
looking explicitly at different horizons, is shown in Table 4. This
presentation tells much the same story, insofar as all countries appearing
in the bottom half of the table are those classified above as "possibly
stressed” or "unsustainable,” while the large majority of countries fall
consistently below the various debt thresholds.

A closer look at risk factors...

The economies of almost all the HIPCs are, by their nature, fragile and
vulnerable with respect to both external and internal (e.g., climate-
related) shocks; they would be so even without heavy debt burdens. The
diverse nature of the risks they face needs to be taken into account in

1/ The NPV debt-export ratios have been calculated on the basis of
contemporaneous debt and export projections. Bank estimates of debt
sustainability, which compare the net present value of debt to the average
level of exports during the year in question and the preceding two years,
are more conservative and would show countries crossing the debt thresholds
in Table 3 one or two years later. 1In any event, in cases where thresholds
are crossed only toward the end of the five- or ten-year periods, the
classification needs to be interpreted cautiously.

2/ Among the HIPCs, Coéte d’Ivoire owes an unusually high proportion of
its total external debt to foreign commercial banks.

3/ Nigeria has been left unclassified in Table 3, despite its highly
adverse debt indicators, because of the considerable uncertainty regarding
the outlook for policy adjustment, and the difficulties in making acceptable
assumptions about possible debt rescheduling terms. Staff analysis suggests
that favorable rescheduling terms would improve Nigeria’s external debt
situation substantially.
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making an informed judgment regarding debt sustainability, particularly in
the less clear-cut cases.

Tables 3, 5, and 6 present a variety of measurable risk indicators,

which can be interpreted as follows:

export diversity: the first two columns of Table 5 show the extent
to which a country relies for its export earnings on a narrow
range of products; the assumption is that less diversity will tend
to imply more volatility in total exports;

sensitivity to export shortfalls: Table 6 illustrates how
sensitive the debt-service ratio is over time to a persistent
underperformance in export growth;

underlying resource gap: the non-interest current account deficit,
excluding net official transfers (third column of Table 5),
measures the extent to which a country would remain reliant on
foreign resources even if all its external debts were canceled or
continuously rolled over;

aid dependency: the fourth column of Table 5 shows the degree of
reliance on net official financing flows; a high figure suggests
less exposure to volatility in private capital flows but more
sensitivity with respect to the terms of official financing
(including the proportion provided as grants);

reserve coverage: higher reserve coverage indicates a greater
capacity to cope with adverse shocks; coverage could be
considered, crudely, as a negative risk factor if it were below
three months of imports, and a positive factor above four months
of imports;

the fiscal burden: figures are reported in Table 3 for the share
of external debt service in government revenue and expenditure,
and in Table 5 for the shares of tax revenue and foreign grants in
GDP; high shares of external debt service in the budget are taken
to be a negative risk factor, as they reduce the flexibility of
the government to respond to adverse shocks; high levels of tax
revenue in GDP (and less reliance on grants) are interpreted as a
crude indicator of a more developed tax base, which should
strengthen the government's ability to weather hard times,
assuming that there is scope to raise taxes further when needed;

policy track record: recent policy performance can be viewed as an
indicator of the country's capacity to manage the economy
effectively; this could reduce risk in two ways: by making
projected financing (especially private flows) more secure; and by
increasing the likelihood that the adverse effects of future
shocks can be minimized through a combination of appropriate
policy adjustment and temporary balance of payments support.
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Specific country cases...

Looking first at the countries that have been identified as clearly
unsustainable, Mozambique has suffered a prolonged civil war, which finally
came to an end in the early 1990s, but which left its economy severely
damaged. Growth subsequently accelerated, but exports still remain far
below their level of the early 1980s. The NPV debt-export ratio at end-1995
is estimated at around 1,000 percent and debt-service ratios are projected
to remain above 30 percent until the middle of the next decade. The economy
will continue to be heavily dependent on aid to meet external resource
imbalances (non-interest current account deficits, excluding official
transfers), which approach one quarter of GDP.

Sudan's external debt situation is the most difficult of all the
HIPCs'. Roughly 80 percent of its debt is in arrears (including all its
obligations to the Fund), and scheduled debt service over the next five
years exceeds both projected export earnings and domestic budget revenues.
The projections assume that, on current policies, only a fraction of debt
service due would actually be paid, the rest being accumulated as additional
arrears. While a much stronger policy effort will inevitably be required to
eliminate the underlying resource imbalances, it seems likely that the
existing debt burden would remain unmanageable under any plausible
adjustment scenario.

In the case of Zambia, the debt-service ratio exceeds 27 percent in
2001-02, when repayments relating to the current ESAF arrangement begin to
fall due, and is projected to remain above or within the threshold range
until 2006. Its outlook is clouded by the weak prospects for copper and
other metals, on which the country depends for 85 percent of its exports.
Financing gaps averaging 4 percent of GDP stretch out to 2010. On the
fiscal side, the authorities face a variety of uncertainties that could
result in unplanned expenditures, including contingent pension liabilities.
In addition, new donor assistance is clearly predicated on good governance
as well as sound economic performance.

Turning to the more vulnerable economies in the other groups, Table 7
pulls together the positive and negative risk factors both for those
classified as "possibly stressed" (Bolivia, Cameroon, GCéte d’Ivoire,
Tanzania, Uganda, and Zaire), and those "sustainable" cases that have debt
service ratios averaging above 20 percent over the next five years, and that
might therefore be especially vulnerable to negative shocks (Honduras,
Kenya, and Sierra Leone).

Looking at this last group first, Honduras stands out as having a
noticeably higher fiscal burden of external debt service than the average
HIPC (Table 3). This is a case where successful management of the external
debt situation will depend heavily on the willingness of the authorities to
contain expenditures effectively, and on a readiness to take additional
fiscal measures in the face of unanticipated increases in external debt
service obligations. More generally, in both Honduras and Kenya, prudent
policies and the continuation of reforms will be necessary if foreign



- 12 -

private investors are to provide financing on the scale envisaged for these
countries. For Honduras, the currently low level of official reserve
coverage (less than two months of imports) is also a significant risk
factor, though it should be alleviated if the reserve build-up envisaged in
the country’s current ESAF-supported program is achieved. Finally, in
Sierra Leone the principal threat at present is the continuing internal
strife, which is hampering production of its key export products. In all
these countries, however, the risks would appear manageable--and their debt
situations sustainable--provided that reforms can be strengthened as
envisaged in the projections, and financial balances kept in check.

Turning to the "possibly stressed" cases, Bolivia's main weakpoint
would appear to be a large underlying resource imbalance: its non-interest
current account deficit (excluding official transfers) is projected to
average almost 8% percent of GDP over the next five years (Table 5). 1In
addition, according to the projections, the country is counting on private
capital inflows to meet almost half of its gross financing needs over the
next ten years (Table 2). These facts are linked, however, since the
current account deficits reflect sizable imports associated with new foreign
investments expected under Bolivia's capitalization program. 1/ If the
foreign investment does not materialize, neither will the related imports.
In most other respects, moreover, Bolivia's external position is relatively
robust. Its debt and debt-service ratios put it right on the borderline
with the "sustainable" group; its export sector is the most diversified of
all the HIPCs; it has a high level of reserve coverage to withstand
temporary trade and other external shocks; and the country'’s authorities
have had an excellent track record of economic management and policy
adjustment over the past decade.

Like Bolivia, Cameroon is a borderline case--its debt service ratio
takes six rather than five years to fall below 20 percent. It also has an
underlying surplus in the current account (i.e., excluding interest and net
official transfers) and a relatively diversified export sector. The main
risk factor is the heavy burden of external debt service on the government
budget. This is a particular cause for concern insofar as Cameroon's
planned development expenditures are already compressed, suggesting limited
room for maneuver in the event of adverse shocks. Cameroon should therefore
be looking to strengthen its relatively narrow revenue base as its
adjustment program proceeds.

Fiscal caution is likewise a priority in Céte d’Ivoire, where external
debt service is projected to continue to absorb more than a third of budget
revenues for some years to come. Of more immediate concern for this
country, however--as noted earlier--are the terms of a forthcoming agreement
on restructuring of commercial bank debt. The scenario assumes not only

1/ The capitalization program in Bolivia envisages the transfer to the
private sector of control over the largest public enterprises (oil,
electricity, telecommunications, railway, airlines and smelter companies) in
exchange for specific commitments to undertake new capital expenditure.
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that the banks will grant relief comparable to that from Paris Club
creditors, but also that the buyback element will be financed on
concessional terms from multilateral and bilateral sources. Neither outcome
is assured, and less favorable terms could imply a significantly more
onerous debt-service burden for Céte d'Ivoire over the medium term. The
projected improvement in the country’s external outlook also depends on the
assumption that, with sound policies and a competitive exchange rate,
exports and foreign equity investment in the country will strengthen
markedly compared to recent years. The potential consequences of
disappointing performance in these areas--including the need to borrow more
if equity investment falls short--may therefore be more than usually severe.

Tanzania is expected to continue running large non-interest current
account deficits in the near term (on the order of 12 percent of GDP,
excluding official transfers). Its prospects therefore depend heavily on
being able to continue financing these deficits--primarily from official
sources--on reasonably favorable terms. This in turn presupposes a better
policy performance than has been achieved in the recent past, especially in
the fiscal area. That being said, Tanzania’s projected debt-service ratio
over the next five years is relatively low, and would remain below the
threshold range even if export volume growth were half the rate assumed in
the scenario (Table 6). 1/

Uganda’s position is more finely balanced than the other "possibly
stressed" cases. Its average projected debt-service ratio over the next
five years is not much higher than that for a number of countries classified
as "sustainable" (and is significantly lower than Uganda itself has been
paying in recent years). Yet its debt indicators are expected to improve
only gradually, leaving the country vulnerable to adverse shocks for an
extended period. It is particularly exposed to a weakening in world coffee
prices, since this one product accounts for two thirds of the country's
total exports. 2/ Private transfers from abroad--which have been growing
extremely rapidly in recent years and are projected to continue rising,
albeit at a modest 2 percent in real terms--could also turn around sharply
if confidence were to falter. Most importantly, the projections assume
that, following several years of rapid expansion, the pace of import growth
drops sharply over the next few years (see Box 1 for an explanation). If
the aggregate import elasticity instead remained at or close to unity, the
debt indicators would improve much more slowly than currently envisaged, and
the external constraint could cause economic growth to fall substantially
short of potential. On the other side of the ledger, Uganda starts out with
comfortable reserve levels and, most importantly, a proven ability to

1/ A sharp drop in coffee prices could have a more significant impact,
though Tanzania's export base is--by HIPC standards--relatively well-
diversified.

2/ The scenario assumes coffee prices drop 30 percent in U.S. dollar
terms over the next five years, and thereafter remain constant in real
terms.
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implement sound adjustment policies. 1/ In the event of temporary adverse
shocks, Uganda should therefore be in a strong position to address such
problems--with Fund support as appropriate--with the minimum of disruption
to growth. 2/

On balance--and on the assumption that these countries continue to
pursue prudent policies--there are at present no strong grounds for
believing that the debt situations of Bolivia, Cameroon, Céte d'Ivoire,
Tanzania, and Uganda are unmanageable.

Zaire is in a considerably weaker position than the other "possibly
stressed" cases. It has no recent track record of implementing adjustment
policies--indeed, its current situation is to a large extent a consequence
of poor economic management in the past--and it faces high debt and debt-
service ratios and large financing gaps for more than a decade ahead.
Questions of governance are also a factor. Its debt-service burden in the
near term, most of which is associated with the need to clear non-
reschedulable arrears, is particularly severe, and--given the low level of
domestic resource mobilization--weighs heavily on the state budget. Zaire
is also ill-equipped to deal with adverse shocks: its reserve coverage is
low, and not projected to rise in the near term; and it has little or no
room for maneuver in the budget, should debt service turn out higher than
expected. For these reasons, Zaire’s debt situation may not be sustainable
without further relief, even in the event that the authorities strengthen
their adjustment effort (hence, Zaire is assigned in Table 1 to the
unsustainable group). Until the policy framework is clarified, however,
this judgment must be regarded as preliminary.

To sum up, the country-specific debt sustainability analyses available
to date point to four cases--Mozambique, Sudan, Zambia, and probably Zaire--
whose external debt burdens would appear unsustainable, even after allowing
for maximum relief under existing mechanisms. For Nigeria, no meaningful
assessment can be made at this time. In the other cases so far examined,
the countries’' debt burdens--while varying in severity--appear manageable on
current prospects, assuming continued adjustment policies. It should be
emphasized, however, that most would face difficulties if the flow of
official aid declined more sharply than already assumed, or if the terms of
such aid were made significantly less concessional.

Countries for which detailed analysis is not yet available...

Of the 16 HIPCs whose situation has not yet been examined in the same
degree of detail as those reported above (and excluding Liberia and Somalia,
for the reasons noted earlier), preliminary analysis suggests another four
countries that are likely to have unsustainable debt burdens: Burundi,
Guinea-Bissau, Nicaragua, and S3o Tomé and Principe. Each of these was

1/ Reserve coverage declines gradually in the projections, as the export
sector is assumed to become increasingly diversified (and hence export
earnings less volatile).

2/ The scenario builds in Fund financing for Uganda only through 1996/97.
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estimated in an earlier joint paper (SM/95/61; SecM 95-231, Table 4) to have
an NPV debt-export ratio in excess of 350 percent at end-1993, even after
assuming a hypothetical up-front debt reduction operation. 1/ Burundi's
situation has since worsened as a result of serious civil strife.

Madagascar has on previous occasions also been identified as a potential
problem case; it is now thought more likely to fall into the "possibly
stressed” category, assuming favorable treatment of its arrears, including
outstanding Russian claims.

For the other 11 countries, only the most tentative assessment can be
given at this stage, pending full country-specific debt sustainability
analyses. Ethiopia and Guyana are the most likely to be classified as
"possibly stressed": both were projected in previous studies to have debt-
service ratios averaging above 20 percent through 2002, after assuming a
hypothetical up-front stock-of-debt operation; 2/ moreover, Ethiopia’s
external outlook has recently deteriorated further. Other probable
candidates for this group would be Myanmar and Rwanda, based on their
relatively high NPV debt ratios; and Niger and Congo, according to some
preliminary debt sustainability projections by Fund staff. Detailed
analysis is likely to show a further five countries as having sustainable
debt situations: Angola, Central African Republic, Chad, Ghana, and Mali.
These were estimated in earlier papers to have end-1993 NPV debt-export
ratios, after stock relief, below 200 percent and 1995 debt-service ratios
below 20 percent. 3/

Some general caveats...

All the debt sustainability analyses reported in this paper are subject
to a number of general risks and uncertainties, which may have a bearing on
the interpretation of the results.

First, while it is appropriate--for the reasons given earlier--to adopt
normative assumptions about future policies when considering debt
sustainability, estimates of the extent to which supply performance responds
to these policies must be subject to a wide margin of error. Attempts to
quantify the capacity of a particular country to spur investment, diversify
and shift production toward tradeables, or encourage inflows of private
capital on the basis of past or cross-country experience are fraught with
difficulty. The outlook for debt sustainability would be worse in a number
of the countries considered (and the number of "possibly stressed" cases

1/ The assumptions in the illustrative scenario were 67 percent debt
stock reduction (in NPV terms) for ODA and nonconcessional pre-cutoff date
debt--to both Paris Club and other bilateral creditors--plus a 100 percent
buyback of private long-term debt. Guinea-Bissau and Nicaragua were also
identified as potential problem cases, along with Mozambique and Zambia, in
recent analysis by Fund staff (see "Official Financing for Developing
Countries and Their Debt Situation,"™ SM/95/224).

2/ See SM/95/228 (Table 17).

3/ See Table 4 in SM/95/61 (SecM95-231), and Table 2, Appendix I in
SM/95/228.
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could increase) if prudent policies and continuing reform were not to have
these beneficial effects, or if such effects were significantly weaker than
anticipated. 1/

Box 1. Trade Projections

The projections for export volume growth and aggregate import
elasticities are set out in Table 8, alongside data for the recent past.
In most cases, export performance is expected to improve over the medium
term, in response to continuing policy adjustment and reform. For the CFA
franc zone countries in particular (Benin, Burkina Faso, Céte d'Ivoire,
Equatorial Guinea, Senegal, Togo, and Cameroon), the substantial exchange
rate devaluation in January 1994 has already begun to stimulate exports
and should contribute to significantly higher export growth over the next
five years than was experienced in the early 1990s. 2/ 1In cases where
past export performance has been stronger (Bolivia, Kenya, Tanzania,
Vietnam, and Uganda), volume growth rates are projected to decline or--for
Kenya--remain roughly constant.

As the economies recover and demand strengthens, import growth is
also expected to accelerate in most of the countries. Sharp import
declines in the CFA franc zone countries in 1994, following the
devaluation, are expected to be partially reversed in the near term.
Hence, average implicit elasticities are assumed to be substantially above
unity for this group over the next five years, declining to around 0.9
thereafter. 1In the case of Uganda, import volume growth (which has been
considerably faster than GDP growth in recent years) is projected to slow
sharply over the next 2-3 years. This reflects an assumed unwinding of
the coffee boom, which boosted consumption, and a slowdown in project-
related imports linked to the assumed decline in donor inflows. In the
longer term, the projection for Uganda is based on an elasticity of
imports to GDP of 0.7.

Second, the scenarios do not take explicit account of possible debt
overhang effects. These would be difficult to incorporate since, as noted,
there is no direct empirical evidence on their existence in the heavily
indebted poor countries, let alone their likely magnitude.

l/ The relatively low import elasticities assumed in some scenarios, for
example, depend on there being scope for significant import substitution.
See Box 1 for a discussion of the assumptions on trade performance (and
Table 8 for data and projections of trade volumes).

2/ This is not evident in the period averages for Benin, since exports in
this country boomed early, rising 32 percent in volume terms in 1994 alone.
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Third, in most cases, the assumed policy reforms include significant
fiscal consolidation, requiring a strengthening of tax bases and budgetary
institutions. Many HIPCs have performed poorly in this area in the past,
and therefore have much still to do. Here, again, the staff has made its
best assessment of what is feasible, assuming the continuation of technical
assistance to these countries. Nevertheless, the potential trade-offs
between raising tax revenues and boosting growth--for example, higher trade
taxes could conflict with export promotion--are complex and may not always
be fully reflected in the projections.

Finally, central scenarios naturally exclude adverse shocks and
cyclical downturns, as well as the possibility of beneficial shocks and
cyclical upturns: they focus on trends, and assume that temporary
fluctuations cancel out over the medium term. The analysis does
acknowledge, however, that the capacity of countries to cope with the
negative shocks is relevant for assessing sustainability; hence the focus on
vulnerability indicators such as reserve positions, fiscal indicators and
policy track records. More generally, there are established mechanisms
whereby the international community can assist countries in temporary
difficulties, and these are assumed to continue to be available in the
future.

IV. Structure of Debt Burdens and Scope for Enhancing Sustainability

The composition of HIPCs’ external debt varies widely. In order to
highlight where new initiatives, if any, would need to focus if they are to
have a significant impact on debt burdens, this section looks in somewhat
more detall at the structure of these countries’ debts. Table 9A pulls
together all those countries identified as "possibly stressed" or
"unsustainable" (see Table 1), and shows the breakdown of debt by creditor
at end-1994 in present value terms. (Similar data for all the other HIPCs
are shown for reference in Table 9B.) The figures in these tables
understate somewhat the prospective shares of multilateral debt, since they
do not take account of the debt relief from Paris Club and other creditors
that is assumed to take place in the coming years. Nevertheless, they
provide some useful insights.

First, it is apparent from Table 9A that post-cutoff date Paris Club
debt accounts for a relatively small share of total external debt for most
countries in the sample, with the notable exception of Cameroon. An
adjustment to cutoff dates by Paris Club creditors would therefore have only
a limited direct impact for this group.

Second, for almost half the countries in Table 9A, debt to non-Paris
Club official bilateral creditors accounts for a quarter or more of the
total. Ruble-denominated debt to Russia is a sizable component in the cases
of Ethiopia, Guinea-Bissau, Mozambique and Nicaragua. For this particular
debt, issues of valuation and repayment terms remain largely unresolved, and
the outcome of continuing negotiations will have a significant bearing on
the debt position of the affected countries. Similarly, Guyana's position
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depends crucially on the resolution of its large bilateral debt to Trinidad
and Tobago (more than a quarter of its total debt), which is currently under
discussion.

Third, obligations to IDA constitute a large share of total debt in a
number of cases, even in present value terms (i.e., after allowing for IDA’'s
high degree of concessionality). This is particularly true for Burundi,
Niger, Uganda and Rwanda. Cameroon and Céte d’Ivoire are the only cases
with significant debt to the IBRD. The IMF's claims constitute a small
share of total debt in most cases, but are significant for five of the
countries--Burundi, Guyana, Sudan, Uganda and Zambia. For the African
countries, the AfDB/AfDF accounts for sizable shares in the case of Burundi,
Guinea-Bissau, Rwanda and Sio Tomé and Principe, while IDB claims are
significant for Bolivia, Guyana and (to a lesser extent) Nicaragua.

Finally, debt to private creditors is important in five countries in
the sample--Congo, Cdte d’'Ivoire, Nicaragua, Niger, and Sudan. In each
case, the debt consists almost entirely of accumulated arrears. For
Nicaragua, however, this share will drop sharply following a recent buyback
operation, which will extinguish over 80 percent of the country’s
outstanding commercial bank debt. It is expected that Céte d’'Ivoire’'s debt
to commercial banks will also be substantially reduced, possibly in early
1996, once agreement on terms has been reached.

V. Issues for Discussion

1. It is difficult to determine any precise threshold levels for the debt
and debt-service indicators beyond which a country’s debt situation can be
confidently described as unsustainable. Nevertheless, for analytical
purposes, thresholds must be chosen to guide the kind of categorization of
countries presented in this paper. Are Directors satisfied with the
criteria that have been proposed?

2. Judgments regarding debt sustainability also have a time dimension.
How quickly should the indicators improve in order for a country’s debt
position to be assessed as sustainable: immediately? within five years?
within ten?

3. The paper considers a number of identifiable risk factors that have a
bearing on the assessment of sustainability. Do Directors consider this
approach to be useful, and to which factors would they attach more or less
weight than the staff?

4, Do Directors agree with the specific categorization of countries
(i.e., as sustainable, stressed and unsustainable) suggested by this
analysis? Are there any countries which Directors would classify
differently?



- 19 -

5. Are there aspects of the country scenarios which Directors feel are
consistently too optimistic or conservative? The scenarios for a number of
countries assume that private investment inflows will respond strongly to
sound policies and improving economic fundamentals. Do Directors share the
staff's assessment in this regard?

6. A basic question arises in some cases as to whether to anticipate
potential weakness and provide additional relief ex ante (possibly through a
framework for providing special assistance to all such countries) or to
support the country under current mechanisms, including a preparedness by
the Fund and others to intervene with additional support as and when
circumstances warrant it. Directors’ views on the factors that should
influence this choice would be welcome.
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Table 8 : Comparison of Recent Trade Performance with Projections
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Export Volume Growth 1/

Import Elasticity 2/

1990-94 1995-99 2000—04 2005—-14 1990—-94 1995-99 2000—-04 200514
Benin 8.6 8.2 5.2 5.4 -0.43 1.92 0.98 1.00
Bolivia 10.1 6.0 6.3 5.0 150 1.45 0.47 1.10
Burkina Faso 3/ 5.9 7.1 3.7 3.0 -0.48 1.59 0.45 0.55
Cameroon -0.1 24 48 5.0 1.29 0.77 0.88 0.80
Cote d'lvoire 14 9.0 5.8 6.7 * 2.11 0.94 1.02
Equatorial Guinea 4/ 27.2 23.7 2.7 23 -1.21 0.42 0.21 0.29
Guinea 0.6 10.2 6.2 6.7 0.05 1.35 1.31 1.28
Honduras 3.5 4.6 4.3 4.4 2.57 0.86 0.98 0.96
Kenya 5.1 6.2 5.1 5.1 0.40 0.85 0.92 0.92
Lao PDR 9.5 7.5 8.6 . 0.50 0.97 1.26
Mauritania -53 4.2 1.5 1.5 -1.17 —0.06 0.79 0.71
Mozambique 5/ 6.8 8.5 79 7.1 0.86 -0.56 0.92 1.10
Nigeria 3/ 1.5 3.6 3.7 3.6 0.23 0.57 0.74 0.77
Senegal 03 6.1 4.6 4.0 -1.62 0.95 0.88 0.88
Sudan -3.0 7.4 3.6 3.5 -2.39 0.67 1.13 1.20
Tanzania 6.8 4.5 3.9 4.0 1.92 0.71 0.80 0.80
Togo -6.1 8.0 5.6 5.0 2.03 1.76 1.00 1.00
Uganda 15.9 8.2 6.3 5.6 2.20 0.03 0.72 0.71
Vietnam 31.0 16.1 9.2 8.0 1.73 1.51 0.86 0.81
Yemen . 14.8 1.8 24 29 ~5.75 5.06 0.90 0.87
Zaire -16.5 8.2 4.9 5.5 1.71 3.31 1.00 1.08
Zambia 6/ 13.1 13.0 10.0 10.0 1.01 1.99 0.94 0.78
AVERAGES 5.8 8.0 5.2 5.1 0.2 1.3 0.85 0.90

Note: Sierra Leone has been excluded from this table, since there exist no reliable deflators.
for aggregate trade volumes in this country.
“*" indicates not computed because denominator is at or near zero.
1/ Average annual percentage change.
2/ Ratio of import volume growth to real GDP growth.
3/ Projections through 2005 only.
4/ Projections through 2006 only.

5/ Non—energy sector.

6/ Projections through 2010 only. Export growth excludes metal exports.
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Table 9a: Structure of Medium—and Long-Term Public and Publically Guaranteed External Debt

Countries Classified as Possibly Stressed or Unsustainable
(Percent Shares in End-1994 Debt Stock in Present Value Terms 1/)

Paris Club Other Multilaterals Private NPV of Debt
Post Pre cutoff Bilateral IDA IBRD IMF AfDF/ Other Creditors USS millions
cutoff  Concessional Other AfDB end-1994
Bolivia 8 15 15 1 6 3 6 — 35 11 3,513
Burundi — 11 1 11 39 — 9 17 11 1 492
Cameroon 11 18 31 3 2 1 1 5 3 14 5,871
Congo 6 8 32 13 1 2 - 4 4 28 4,436
Cote d’Ivoire 8 5 8 - 1 10 2 5 1 59 15,349
Ethiopia - 9 10 49 16 — 1 8 2 4 3.152
GuineaBissau 1 14 24 29 12 - 1 10 9 2 533
Guyana 3 13 15 33 4 3 10 — 17 3 1,420
Madagascar 4 12 30 27 12 - 2 6 3 3 2,961
Mozambique 7 16 26 37 6 — 4 3 1 1 4.035
Myanmar - 71 9 5 6 — = —_ 7 - 4,865
Nicaragua 1 6 2 55 1 1 — — 9 25 9,726
Niger 4 1 2 14 21 — 6 5 11 15 869
Rwanda — 16 1 10 383 - 2 18 12 4 ) 451
Sao Tome and Principe - S 19 28 inm — 1 4 8 4 134
Sudan 8 4 20 32 3 — 10 1 4 18 16,032
Tanzania 6 20 20 27 13 2 3 3 3 3 5,350
Uganda 6 5 11 20 23 1 15 6 4 4 1,895
Zaire 4 9 56 4 4 1 5 7 2 8 10,484
Zambia S 19 12 15 6 4 23 5 S 7 5.060

1/ These data are based on the World Bank’s Debtor Reporting System. They will not always be fully consistent with other debt data referred to in this

paper.
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Table 9b: Structure of Medium—and Long-Term Public and Publically Guaranteed External Debt

Other Countries

(Percent Shares in End-1994 Debt Stock in Present Value Terms 1/)

is Club Other Multilaterals Private NPV of Debt
Post Pre cut-off Bilateral IDA IBRD IMF AfDF/ Other Creditors USS millions
cut-off Concessional Other AfDB end-1994
Angola 11 2 20 53 - - - 1 - 13 9,692
Berin 4 18 20 15 19 — 6 7 8 3 834
Burkina Faso — 2 8 12 34 - 6 14 21 5 563
CAR 6 5 4 26 28 — 8 11 8‘ 4 47
Chad S 6 1 8 28 — 9 13 18 2 385
Equatorial Guinea 37 13 3 14 7 - 7 8 4 5 209
Ghana - 19 12 2 21 2 17 6 4 16 3,344
Guinea 10 8 11 35 13 - 3 9 6 4 1,961
Honduras N 11 13 9 3 13 3 - 29 14 3,377
Kenya - 19 13 1 12 9 6 3 2 33 5,153
LaoPDR — 4 - 56 14 - N - 19 2 609
Liberia 4 16 6 3 2 8 29 8 3 20 1,867
Mali 2 18 —_ 4 18 - 5 7 S 1 1,538
Mauritania 5 10 6 42 6 1 4 7 13 5 1,573
Nigeria 7 3 62 5 - 10 - 4 - 9 29,924
Senegal 8 9 12 12 14 2 10 11 9 13 2417
Sierra Leone 3 8 16 3 7 - 9 2 4 48 1.026
Somalia 3 17 16 29 7 — 1 3 12 1 2,101
Togo 8 10 32 2 19 - 7 4 S 13 907
Vietmam 2 3 6 85 - - 1 - = 3 21.013
Yemen —_ 7 1 73 6 - — — [3 7 4771

1/ These data are based on the World Bank’s Debtor Reporting System.

paper.

They will not always be fully consistent with other debt data referred to in this
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BENIN

Debt Sustainability Analysis

Background and Macro Assumptions
* ESAF (3rd Year) approved 5/22/95.
* Recent policy performance has been strong.

Volume Growth
(Annual averages, in percent)
1990-94  1995-2004  2005-14
Export 86 6.7 54
Import -1.6 75 5.1
Real GDP 37 51 5.0

Structure of External Debt (percent shares, end-1994)
IDA 31; AfDB 13; IMF 4; other multilateral 15; Paris Club 20;
other bilateral 17, commercial 0.

Financing Assumptions

* Paris Club stock-of-debt operation on Naples terms in 1996.

* Both bilateral and multilateral disbursements decline in
nominal terms through 2000, then flat, new borrowing
contracted at average interest rate of 1.5 percent.

» Official grants decline in nominal terms during 1996-2000 and
remain constant thereafier.

External Financing
(Annual averages, in US$ million)

1990-94  1995-2004  2005-14

Total financing need 1/ 284 240 255
Gross multilateral 87 72 67
disbur-ements
Net official transfers 119 104 96
Debt Burden Indicators
* Debt-service ratio:

below 20 percent throughout projection period
* NPV debt-export ratio:

below 200 percent throughout projection period
* Public external debt service-revenue ratio:

1995: 19 percent

1997: 24 percent
* Public external debt service-expenditure ratio:

1995: 12 percent

1997: 16 percent
Sensitivity Analysis 2/

Debt-Service Ratios
(In percent of exports of GNFS)
1996 2004 2014

Baseline 10.8 75 4.5
Lower export growth 122 113 7.6
Assessment and Risks

(perorg  Ralio of Debt Service Payments to Exports of GNFS
0

0

% %
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15t 115

w-\/\\-w
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* Debt indicators are relatively favorable and improving gradually. Satisfactory growth rates are consistent with halving of noninterest current account

deficit (excluding official transfers) to 3% percent of GDP by 2001.

* Sensitivity analysis: vulnerability is moderate with respect to trade shocks, reflecting concentrated export base.

1/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  Seeattached table for detailed assumptions.
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Background and Macro Assumptions
* ESAF approved 12/19/94.
* Sound policy performance since 1988.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14
Export 101 6.1 50
Import 6.0 48 55
Real GDP 40 5.0 5.0

Structure of External Debt (percent shares, end-1995)
IDB 30; IBRD/IDA 18; IMF 6, ADC 5; other multilateral 2;
Paris Club 37; other bilateral 1; other 1.

Financing Assumptions

* Comparable treatment from other bilateral and commercial
creditors to December 1995 Paris Club stock-of-debt
operation.

* New financing on concessional terms: grant element
averages 40 percent until 2004 and declines to 25 percent by
2014.

* Official transfers fall by an annual average of 8 percent,

in US dollar terms, until 2006 and remain constant thereafter.

» Foreign direct investment associated with capitalization of
public enterprises averages 4 percent of GDP in 1995-2000.

External Financing
(Annual averages, in US3 million)

1950-94 1995-2004 2005-14
Total financing
need 1/ 870 948 1103
Gross multilateral
disbursements 277 293 244
Net official transfers 203 147 100
Debt Burden Indicators
* Debt-service ratio: 2/
below 25 percent by 1997
below 20 percent by 2002
* NPV debt-export ratio: 2/
below 250 percent in 1995 and beyond
below 200 percent by 1997
» Public external debt service-revenue ratio:
1995: 38 percent
1997: 23 percent
Sensitivity Analysis 3/
Debt-Service Ratios
(In percent of exports
of goods and services)
1996 2004 2014
Baseline 269 167 9.5
Lower export growth 272 180 124
Less favorable financing 269 175 110
Weaker terms of trade 280 183 116
Lower transfers 270 172 103
Assessment and Risks
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Debt Sustainability Analysis

i percent) Ratio of Debt Service Payments to Exports of GNFS
)

©
m—\/\/\ ®
2 2
1} {10
" ! I . 1 ! L ! 1 ! It ! L L I ) 1 [ I 1 1 L
1991 1953 1956 1997 199 2001 2003 2006 2007 2000 20H 2013
(nmilin US§) Composition of Extemal Debt
8,000 8,000
6,000 6,000
4,000 4,000
2,000 2,000
L 4 . 4 Y y 1 0
1985 1997 1989 2001 2003 2005 2007 2009 2011 2013
(in percent) NPV Debt-to-Export Ratio
00 a0
20 20
= \ i
150 130
100} {100
b e gy
1995 1998 2000 2002 2004 2006 2008 2010 2012 204

* Debt indicators decline steeply. Solid growth is consistent with reducing noninterest current account deficit (excluding official transfers) to below 4
percent of GDP beyond 2000, while official reserves remain close to 5 months of imports.
* Sensitivity analysts: vulnerability is low with respect to financing terms; slightly higher with respect to trade shocks.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  Calculated on the basis of exports of goods and services.
3/  Secattached table for detailed assumptions.
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BURKINA FASO
Debt Sustainability Analysis
Background and Macro Assumptions
* Third annual ESAF approved 5/31/95.
* Strengthened policy performance since 1994,
Volume Growth
(Annual averages, in percent) (in percert) Ratio of Debt Service Payments to Exports of GNFS -
1990-94 1995-2004 2005-14 ®

Export 5.9 54 na.
Import -1.1 5.6 n.a. 0r 10
Real GDP 23 5.6 na.

N\

Structure of External Debt (percent shares, end-1994) 5 \ 5

IDA 39; AfDF/AfDB 18; IMF 3; other multilateral 15;
Paris Club 5; other bilateral 15; commercial 5.

2
Financing Assumptions
* Paris Club flow reschedulings followed by a stock-of-debt prys {15

operation in 1996,
* All new borrowing contracted on highly concessional terms;

project loans unchanged from 1996 to 2005, declining sharply ok ' : . . L : . : ' . L0
thereafter; no more recourse to program loans after 1998. 1885 1897 1599 01 20 205
« Official grants, equivalent to 10 percent of GDP in 1995, I .
projected to cover about 60 percent of the total financing (nmiienUS$) Composition of External Dekt
need in the next ten years. 2,500
External Financing

(Annual averages, in US$ million) 2000

1990-94 1995-2004 2005-14 1,500
Total financing
need 1/ 382 359 na. 1,000
Gross Multilateral
loans n.a. 86 na.
Net Official 500
e o [T
Debt Burden Indicators 0 |
* Debt-service ratio:
below 20 percent by 1996 (in percert) NPV Dett-to-Export Ratio
* NPV debt-export ratio: a0 40
below 250 percent by 1997
below 200 percent by 2000
* Public external debt service-revenue ratio: anl {30
1995: 27 percent
1997: 14 percent 20 0
» Public external debt service-expenditure ratio: \
1995: 15 percent 0 \ 0
1997: 13 percent 150 150
Sensitivity Analysis 2/ 100 1100
Debt-Service Ratios
(In percent of exports of GNFS) ok ! . ] " A . J . L . Ug
1985 1997 1999 2001 p.00<] 2005
1996 2004 2015
Baseline 136 139 103
Lower export growth 136 142 116
Less favorable financing 153 315 172
Assessment and Risks

* Debt indicators remain moderate throughout the projection period. Satisfactory growth rates are consistent with halving of noninterest current account
deficit (excluding official transfers) as a share of GDP in the following ten-year period.
* Sensitivity analysis: vulnerability is moderate with respect to trade shocks; high with respect to financing terms.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.
2/  Secattached table for detailed assumptions.



APPENDIX

- 35 -

"weak o Jo peatsul ¢ Jo pousad aovsB v pus Kjumjsw swek O Jo peoIUE ¢ Guootad Z UBI ISYIUS 9 JO B 1SIUL UF YJIM FTLSY JRUCIFEIOUOOUOU BO §1 BULMOLIOQ MOU FOWNIFY /¢

“oyeaua) 1omo] Jutod s8wusoaad § s1 £901A198 J010uFUOU U $pooB JO FH0dXS JO IN[EA [{RIIA0 I UL 3)us YmosB PUe ‘$00Z-9661 Ut 39mo] Jusauad oz st (v 4D ut) 7podxa U0Y00 JO ON[EA J8Y) SOWNSFY /p
*$3901A19 JOYoBJUOU puv 8poo8 Jo spodwy /¢

"I301A198 JOJOBJUCU UL 5008 Jo BI0dxD JO U0 Ul (PIeMUO 966 ] Wolf pajnpoyes) pred 2014158 195(] /T

"9661 YIS Ut (uononpas 3q3p AN ua0uad £9) suu) sajdep uo uoneiado 1qap-jo-4ools € soumssy /|

1414 Ll 6°0¢ $1¢ ¥4 9ZE 1A 88l A I sl €51 91z /s Buousuyy ajquloasy 5]
8'p1 911 8°El Tl 122! Lyl 142 ¥l L'El 11 o€l o€l 91z /v modxa [suonIpEICY J9MO]
$JO JUIAD O} UL O8I 201ALS8-1Q3(]
/1 siskjsuy Kjanisusg

£0 00 00 00 00 00 00 00 #0 90 L1 00 (dD I %) des fursueury
99 1t $'¢ o Ly X3 9 I'L 1§ 68 16 t'6 /€ (sodws Jo APUOW uY) $9A1051 [BIOIYO F30ID
- ol- €l L T 0o o1 9'6 o1- £92- 10 791 (suL2) sefjop uj s8usyo 95) wIdjsuEN) [B101YO PPN
I'6- sc- 09 $'9 I'L- NG 98- €6 001" oIt LTl Lzl s13j5ues) JBioljo Buipn)oxs
9z 4G vi- L 81 0z 9T 61 8¢ £ e 1z (JAD JO %) WNOOY JUILIND J8210UL-UON]
T 91 9'1 91 91 91 91 91 91 sl 11 €S L9 (s8uwyo o5) apus jo suuo]
9§ o€ 0t 0 61 6 61 v LT 97 $0 Sl 6'LT mo18 swnjoa podurp
v's 0'¢ 0 €€ €€ S°€ Lt 9p 9P 09 v's $'L 121 ymoxd sumfoa podxy
9 0§ £ 9§ Ls 8 6's 79 +'9 09 (4 0's Sy Ywoad 4ao jesy
/1 suonjoafosgruondumssy Koy
374 91 v'8¢ ¥'6¢ s'or 6Ty (1347 (1YY %94 6y 6'9% 69 9Ly SHET JAD-15P TeIsTe M
0'6¥ v'91 6 iy LTy Chy 09y 9Ly 0'6¥ T0s rA 4 TES 0¥9 o184 4aN-19°Q
TE9T L9 0°£0Z 911z Loz I 144 0'8€2 SLPT 0'§9C €082 LL6T o 1% 9'IEE Suumionnsos a10joq
rzie yEEl 8'vvl 7951 8'L91 8'6L1 L6l 6012 0'82Z 0'LrT 6797 9'IEE ones Hodxa-199p AdN
Tyl 0'€l £El $€l 122 9yl 851 8¢l 6€l T'El L€l (41 samyipuadxa jo juaaiad se
TSt €8 ¥'01 $'11 4! €€l 8'cl Lyl (42! Lyl Tyl 951 0L (suB18"1oX2) $9NUSAIL JO u2sad 58
(P3Inpayos) 201A128-1q3p 10J03s oljqng
€21 §°01 611 §'T1 871 1'el LY A o€l 14! XA 4§ Ln 611 /T O1181 901AI23-1Q2P [BIB[NINIA
€81 601 L9l 691 yLl 0'81 0'81 ¥'6l sLl 181 €Ll 681 91T (pajnpayos) Bumionaisas 210jq
Lyl €01 $El 6€l Tyl $'vl £yi %21 9¢l 0¥l o€l 9'¢l 91z /T ONBI 201AIS Q2

/1 830J801pUI 201A128 1q3p PUE 195

jalir4 ¥00Z $102 $00Z $00T €00T (41174 100Z 000 6661 8661 L661 9661 $661
-$007 “$661
98evioday

(pateoipul s1AUdL10 ssojun Juaosad ug)
S107°-566]1 ‘s10182}puf 1q3(] :oswy vuplIng



APPENDIX

- 36 -
CAMEROON
Debt Sustainability Analysis
Background and Macro Assumptions
« SBA approved 9/27/95.
« Strengthened policy performance since 1994.
Volume Growth (pecery Retio of Debt Setvice Paymerts to Exports of GNFS
(Annual averages, in percent) 0 o
90/91-94/95 95/96-04/05 05/06-14/15 sl is
Export 0.1 36 50 }\
Import -3.6 4.1 40 2} [‘ E
Real GDP 28 5.0 5.0 I I\
-] Fgret F]
Structure of External Debt (percent shares, end-1995) [ 1 / \/\
IDA/IBRD 10; AfDB 3; other multilateral 5; Paris Club 68; -] . { 2
other bilateral 1, commercial 9; other 4. { \ {
13 | V 16
Financing Assumptions | ! P
* Paris Club flow reschedulings on Naples terms succeeded or_J
by stock-of-debt operation in 1998/99. P S SRS EON VI VS SR R NS NSO M I
* All new borrowing (half of which from multilateral sources) 1BIL 1945  1E7S8 X001 AM04  A0GW7 00 01213
is contracted on highly concessional terms and remains broadly 5
constant in nominal terms. (inmiion US3) Cormposition of Extemnal Debt
» Official grants fall rapidly to be fully dried up by 1998/99. 12000 12000
[ 5 Mitiateral ceit [ G’u’J
External Financing 1000 1000
(Annual averages, in US3 million) _— !
90/91-94/95 95/96-04/05 05/06-14/15 800 —
Total financing 6000
need 1/ 1037 719 547 |
Gross multilateral 4000 [ 4000
disbursements 202 186 192 1
Net official transfers 179 21 0 2000 | 2000
Debt Burden Indicators 0 L y ! il ! | 0
« Debt-service ratio: 19945 199798 20001 20904 20507 0910 0113
below 25 percent by 1996/97 .
below 20 percent in 1997/98 and from 2000/01 on (nperg NPV Dett-to-Bxport Ratio -
* NPV debt-export ratio:
' below 250 and 200 percent by 1?98/99 Tt {30
« Public external debt service-revenue ratio:
1995: 63 percent 20 20
1997 35 percent \\
« Public external debt service-expenditure ratio: 20 a0
1995: n.a. percent \
1997: n.a. percent 0 0
Sensitivity Analysis 2/ 1wr 1
m 5
Debt-Service Ratios o
(In percent of exports of GNFS) Y PR PR NP TP RO U SR EEU SR EU S
195555 1997/98 195900 200UR 20B04 A0506 00708 ANXM0 0HH2 DMIM4

1996/97 2004/05 2014/15

Bascline 214 14.9 112
Lower export growth 228 19.8 198
Assessment and Risks

* Debt indicators improve gradually. Strong growth is consistent with surplus in noninterest current account (excluding official transfers) throughout

projection period.

« Sensitivity analysis: vulnerability is high with respect to trade shocks.

1/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  See attached table for detailed assumptions.
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Background and Macro Assumptions
* ESAF (2nd year) approved 5/19/95.
* Sound policy performance since 1994.

Volume Growth
(Annual averages, in percent)
1990-94 1995-2004 2005-14
Export 1.4 74 6.7
Import 4.1 88 6.7
Real GDP 0.1 5.7 6.6

Structure of External Debt 1/ (percent shares, end-1994)
IBRD 10; IDA 3; AfDB 5; IMF 2; other multilateral 4;
Paris Club 27; other bilateral 1; commercial (largely

in arrears) 48.

Financing Assumptions

* Current Paris Club flow rescheduling on Naples terms
succeeded by stock-of-debt operation in March 1997.

* Debt reduction operation with commercial banks on terms
comparable to Naples terms implemented in 1996.

* Reliance on official transfers diminishes from 1999 onward.
» Foreign direct investment finances growing proportion of
current account deficit.

External Financing
(Annual averages, in US$ million)
1990-94 1995-2004 2005-14
Total financing
need 2/ 2036 1002 1459
Gross multilateral
disbursements 484 333 370
Net official transfers 117 72 30
Debt Burden Indicators
* Debt-service ratio:
below 25 percent by 1996
below 20 percent by 1999
* NPV debt-export ratio:
below 250 percent by 1997
below 200 percent by 2000
= Public external debt service-revenue ratio:
1995: 70 percent
1997: 40 percent
* Public external debt service-expenditure ratio:
1995: 57 percent
1997: 36 percent
Sensitivity Analysis 3/
Debt-Service Ratios
(In percent of exports of GNFS)
1996 2004 2014
Bascline 242 145 89
Weaker terms of trade 242 149 100
Lower growth 242 167 128
Assessment and Risks
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@percergy A0 OF Dbt Service Paymerts to Bports of GNFS
£

k)
2 10
’S'H//\\ ]
-4 2
5 15
10F 110
5 | U IS SV WU TS ST SN NS NI NI SR ST N 5

1991 1983 1986 1997 1988 2001 2003 2006 2007 2009 2011 M3
(nniinUSY) Cormposition of Béermal Debt
20000 200
IE Muitiateral debt (I Q!’H]

1500 1500
10,@” :—T T T 10000
5000 5000
Dm . T -0
1985 1957 1989 001 2008 A5 2007 200 201 2013

i percert) NPV Debt-to-Bxport Ratio
0 0
40 {ao
wr {3
0 10
i, 16 196 1997 1998 1980 200 201 202 2008 204 mm

* Debt indicators decline rapidly. Strong growth is compatible with small and stable current account deficits and surpluses in noninterest current account

(excluding official transfers).

* Sensitivity analysis: vulnerability is low to moderate with respect to trade and productivity shocks.

1/  Includes private debt with a total share of 17 percent.

2/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

3/ See attached table for detailed assumptions.
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EQUATORIAL GUINEA
Debt Sustainability Analysis

Background and Macro Assumptions
* ESAF approved 2/3/93; off track.
* Poor policy performance in recent years.

Volume Growth
(Annual averages, in percent)

(in percent) Ratio of Debt Service Payments to Exports of GNFS
@

1990-94 1995-2004 2005-14

Export 272 12.7 na. -\
Import 5.2 3.0 n.a. 0 !
Real GDP 7.6 8.2 na. \

-] ! ,A
Structure of External Debt (percent shares, estimates 1995) \ / \
IDA 22; AfDF 14; IMF 8; other multilateral 7, Paris Club 29, » A / \
other bilateral 20 (China 10). 4

l' \
Financing Assumptions 01 \ /'J ¥,\
* No rescheduling assumed, due to policy weaknesses.
[

* Project-related official bilateral transfers and loans

grow 4 percent annually in 1996-2006. pl—»~l— —_
* Large net outflows of private capital from 1997 onward. 1691 V0B 15 1997 199 2001 0 2008
External Financing {in million US $) Composition of External Debt
(Annual averages, in US$ million) 0 -
IE Muttilateral dett [0 Cther l
1990-94  1995-2004 2005-14 01

Total financing 20
need 1/ 66 52 na.
Gross multilateral 150
disbursements 3 - na.
Net official transfers 30 11 n.a. 100
Debt Burden Indicators 50 50
*» Debt-service ratio:

below 20 percent by 1996 . | (l
* NPV debt-export ratio: ) 1996 1998 2002 2004 2006

below 200 percent throughout projection period 20 . .
* Public external debt service-revenue ratio: (in percent) NPV Debt-to-Export Ratio

1995: 93 percent 400

1997: 57 percent
* Public external debt service-expenditure ratio:

1995: 56 percent 300 -

1997: 41 percent 20 \
Sensitivity Analysis 2/ 200 \

Debt-Service Ratios 120
(In percent of exports of GNFS) 100 |
1996 2004 2006
. L . I . I N . } . ! A i

Baseline 143 77 6.1 0 1994 1996 1998 2000 2002 2004 2006 0
Lower export growth 14.9 83 6.6
Less favorable financing 143 77 6.1
Assessment and Risks

* Debt ratios come down sharply in 1996, due to high oil exports; fiscal burden of debt, however, is heavy at least until 2000. High medium-term and
moderate long-term growth rates are consistent with large surpluses in noninterest current account (excluding official transfers) from 1997 on.

* Sensitivity analysis: vulnerability is high with respect to trade shocks; low with respect to external financing shortfalls which, however, would likely
impair growth through reduced imports.

1/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.
2/  See attached table for detailed assumptions.
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GUINEA
Debt Sustainability Analysis

Background and Macro Assumptions

» ESAF (3rd year) approved 12/20/95.

* Recent policy performance uneven.

Volume Growth
(Annual averages, in percent) (nperoeryy  RAlio of Debt Service Payments to Exparts of GNFS
0
1990-94 1995-2004 2005-14 0

Export 0.6 82 6.7

Import 0.2 6.5 64

Real GDP 37 49 5.0 =15 - >

Structure of External Debt (percent shares, end-1994)

IDA 28; AfDB/AfDF 9; IMF 2, other multilateral 9; Paris 2 x

Club 29; other bilateral 21; commercial 2.

Financing Assumptions '[’\‘\\

» Paris Club stock-of-debt operation on Naples terms (50 percent . 15 / \ /\M ]
NPV reduction) at end-1996 and comparable debt relief from / \ /\/

commercial creditors. \

* Rescheduling with Russia on terms comparable to the 1992 ) ) )

Paris Club agreement. o 12 1o 6 D Z@ 204 A6 XE D0 D2 DU

* New borrowing (mostly from multilateral sources) increases 10 18 e

7 percent annually; largely project-related; highly concessional i

(60 percent grant clement). n r:;USS) Corrposition of External Dett 8000

* Official grants constitute 40 percent of external assistance.
£ Mutitateral debt (T Cther

External Financing
(Annual averages, in US$ million) s000} 6000
1990-94 1995-2004 2005-14
Total financing
need 1/ 463 477 800 4000 4,000
Gross multilateral
disbursements 160 203 352
Net official transfers 117 171 308
2000 2,000
Debt Burden Indicators
« Debt-service ratio: 2/
below 20 percent throughout projection period oLl | [ | | 0
* NPV debt-export ratio: 2/ 1995 197 190 2001 2003 A5 A7 A0S 21 2013
below 250 percent by 1996 R
below 200 percent by 1999 (in percerf) NPV Debk-to-Export Ratio
» Public external debt service-revenue ratio: A0 A0
1995: 36 percent
1997: 20 percent
* Public external debt service-expenditure ratio: 20

AN -
1995: 23 percent
1997: 15 percent
Sensitivity Analysis 3/ 20 \/ Y
Debt-Service Ratios \
{(In percent of exports of goods) 150

10
1996 2004 2014 T~

Bascline 170 140 143

Lower export growth 177 149 154 100 . : . . . . . 10
Less favorable financing 177 176 194 o om w5 e o e 2
Weaker terms of trade 180 146 146

Assessment and Risks

» Debt indicators remain moderate throughout. Strong growth is compatible with declining current account deficits; non-interest current account in
balance by 2014, but continued reliance on official transfers.

* Sensitivity analysis: vulnerability is moderate with respect to trade shocks and high with respect to the availability of external financing on appropriately
concessional terms.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.
2/  Calculated on the basis of exports of goods.
3/  Seeattached table for detailed assumptions.
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Debt Sustainability Analysis

Background and Macro Assumptions
* ESAF (2nd Year) approved 1/30/95.
* Recent policy performance has been mixed.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14
Export 35 44 44
Import 72 40 43
Real GDP 2.8 44 45

Structure of External Debt (percent shares, end-1994)
IDB 23; IDA 19; IMF 3; other multilateral 11; Paris Club 32;
other bilateral 6, commercial 5.

Financing Assumptions

* Paris Club flow rescheduling on Naples terms (50 percent NPV
reduction), followed by stock-of-debt operation in carly 1997.

* Borrowing from official sources flat in nominal terms through
2005; grant element in bilateral loans averages 40 percent

(as in recent years).

* Official grants decline in real terms.

External Financing
(Annual averages, in US$ million)

1990-94 1995-2004 2005-14
Total financing need 1/ 626 579 778
Gross multilateral 189 216 225
disbursements

Net official transfers 163 114 148
Debt Burden Indicators
* Debt-service ratio: 2/

below 25 percent by 1997

below 20 percent by 1999

* NPV debt-export ratio: 2/
below 200 percent throughout the projection period
* Public external debt service-revenue ratio:

1995: 82 percent

1997: 57 percent
* Public external debt service-expenditure ratio:

1995: 68 percent

1997: 50 percent
Sensitivity Analysis 3/

Debt-Service Ratios
(In percent of exports of goods and services)
1996 2004 2014

Baseline 27.6 9.8 6.7
Lower export growth 276 105 97
Less favorable financing 27.7 113 9.1
Weaker terms of trade 28.7 107 79
Assessment and Risks

- 44 -~

HONDURAS

APPENDIX

(in percent) Ratio of Debt Service Payments to Exports of GNFS
)

o
s 1%
o} ///\/\/\ }x
5 \\/ \ 5
0 2
15} 115
10} 4110
PR B | | PN BN ST | ) P SN S S SR | { 5
1991 1993 1985 1997 1989 2001 2003 2005 2007 2000 20M 2013
(in milion US §) Commposition of External Debt
8,000 8,000
lBMﬂaaaldan 0 Cther

6000+ 6,000

4,000 4,000

2,000 — 2,000
0 T 3 13 T T 1 1 0

1985 1997 1999 2001 2003 2005 2007 2009 2011 2013

(in percert) NPV Debt-to-Export Ratio
W 00
= \\ -
20 \ 200
150 0
wl \_ 100
50t 150

i n i i - i

1965 197 199 2001 208 2006 2007

208 22011 2013

0

* Debt indicators improve considerably; fiscal burden remains heavy in the medium term. Satisfactory growth rates are consistent with maintaining
noninterest current account deficit (excluding official transfers) between 2 and 3 percent of GDP for the next decade, with reserves rising to 3 months of

imports.

* Sensitivity analysis: vulnerability is moderate with respect to trade shocks and financing terms.

1/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  Calculated on the basis of exports of goods and services.
3/  Seeattached table for detailed assumptions.
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KENYA

Debt Sustainability Analysis

Background and Macro Assumptions
* No current Fund program.
* Recent policy performance uneven.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14
Export 51 56 5.1
Import 08 50 55
Real GDP 20 57 6.0

Structure of External Debt (percent shares, end-1994)
IDA 32; IBRD 9; IMF 7, other multilateral 7; Paris Club 36,
other bilateral 1; commercial 8.

Financing Assumptions

* Debt restructuring assumed only for arrears to commercial banks;
authorities have opted to avoid concessional reschedulings.

* Net official disbursements are negative on average in 1995-2004.
* Gap financing, averaging $US137 million a year in 1995-98, on
concessional terms.

* Moderate increase in foreign direct investment associated with
improved competitiveness and strong adjustment policies.

External Financing
(Annual averages, in US$ million)

1990-94 1995-2004 2005-14
Total financing
need 1/ 801 630 605
Gross muitilateral
disbursements n.a. 283 110
Net official transfers 160 121 124
Debt Burden Indicators

* Debt-service ratio: 2/

below 25 percent by 1996

below 20 percent by 2000
* NPV debt-export ratio: 2/

below 200 percent throughout projection period
* Public external debt service-revenue ratio:

1995: 28 percent
1997: 24 percent
* Public external debt service-expenditure ratio:
1995: 27 percent
1997: 23 percent
Sensitivity Analysis 3/
Debt-Service Ratios
{In percent of exports
of goods and services)
1996 2004 2014
Baseline 241 102 49
Lower export growth 243 109 8.0
Less favorable financing 246 122 7.0
Weaker terms of trade 241 105 8.6
Assessment and Risks

(,,p;m) Ratio of Debt Service Payments to Exparts of GNFS

APPENDIX
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* Debt ratios follow continuously declining trend. Consistent with reasonably high growth rates, deficit in noninterest current account (excluding official

transfers) remains below 1 percent of GDP throughout the projection period (surplus until 2004), while official reserves increase to above 4 months of

imports from 1998 onward.

* Sensitivity analysis: vulnerability is low with respect to trade shocks; moderate with respect to less favorable financing terms.

1/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  Calculated on the basis of exports of goods and services.
3/  See attached table for detailed assumptions.
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LAOPDR

Debt Sustainability Analysis

Background and Macro Assumptions
» ESAF (2nd year) approved 6/4/93.
* Performance broadly back on track since mid-1995.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14
Export n.a. 8.5 8.6
Import n.a. 49 82
Real GDP 6.3 6.8 6.5

Structure of External Debt (percent shares, end-1994)

Nonconvertible 70; remainder: IDA 44; ADB 38, IMF 8, other

multilateral 4; bilateral 6.

Financing Assumptions

* Standstill agreement on Russian debt discontinued after 2005.

* Official grants and loans fall from 14 percent of GDP in 1997
to 1 percent in 2014.

* Net transfers from multilaterals are positive until 2001 and
between 2007-2010.

» Foreign direct investment increases to more than twice the
current level of US$100 million by 2014.

External Financing
(Annual averages, in USS million)

1990-94 1995-2004 2005-14

Total financing

need 1/ 145 230 215
Gross muitilateral

disbursements 62 62 25
Net official transfers 76 105 63
Debt Burden Indicators

» Debt-service ratio:

well below 20 percent throughout projection period
* NPV debt-export ratio:

well below 200 percent throughout projection period
* Public external debt service-revenue ratio:

1995: 2.3 percent

1997: 2.3 percent
* Public external debt service-expenditure ratio:

1995: 1.2 percent

1997: 1.4 percent

Sensitivity Analysis 2/

Debt-Service Ratios

(In percent of exports of GNES)
1996 2004 2014

Baseline 4.8 37 42
Lower export growth 4.8 38 88
Assessment and Risks
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* Debt indicators remain low. Consistent with strong growth, current account deficits are small and declining, while reserve coverage is held at 3 months

of imports until 2005 and 3.5 months thereafter.

* Sensitivity analysis: vulnerability is low with respect to trade shocks.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  Seeattached table for detailed assumptions.
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MAURITANIA
Debt Sustainability Analysis

Background and Macro Assumptions
* ESAF approved 1/25/95.
* Policy performance has been satisfactory since October 1992.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14

Export 53 29 1.5
Import 28 1.6 32
Real GDP 24 46 45

Structure of External Debt (percent shares, end-1995)
IDA 15; IMF 5; other multilateral 25; Paris Club 20,
other bilateral 30, commercial 4 (all in arrears).

Financing Assumptions

» Paris Club flow rescheduling on Naples terms followed by a
stock-of-debt operation in late 1997.

* All new borrowing from official creditors on concessional
terms; proportions of bilateral and multilateral borrowing
remain broadly unchanged.

« Official grants decline in real terms by about 1 percent
annually in 1996-2014.

External Financing
(Annual averages, in USS million)

1990-94 1995-2004 2005-14

Total financing need 1/ 286 206 234
Gross multilateral

disbursements 70 36 45
Net official transfers 94 105 137
Debt Burden Indicators

* Debt-service ratio: 2/
below 20 percent throughout projection period

* NPV debt-export ratio:
below 250 percent throughout projection period
below 200 percent by 2000
= Public external debt service-revenue ratio:
1995: 13 percent
1997: 15 percent
* Public external debt service-expenditure ratio:
1995: 13 percent
1997: 16 percent
Sensitivity Analysis 3/
Debt-Service Ratios
(In percent of exports
of goods and services)
1996 2004 2014
Baseline 192 147 9.0
Lower export growth 194 155 9.5
Weaker terms of trade 202 157 101
Assessment and Risks
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* Debt indicators improve after 1998 and fall rapidly beyond 2002. Satisfactory growth rates are consistent with maintaining noninterest current account
deficit (excluding official transfers) at about 1 percent of GDP, while reserves rise gradually from an equivalent of 3 to almost 6 months of imports during

the following decade.

» Sensitivity analysis: vulnerability is moderate with respect to trade shocks.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/ Debtservice in percent of exports of goods and services.
3/  See attached table for detailed assumptions.
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Background and Macro Assumptions
* ESAF approved 6/1/90 off track; new ESAF assumed in 1996.
* Uneven policy performance in recent years.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14

Exportl/ 6.8 82 7.1
Import 4.8 0.8 55
Real GDP 5.6 57 50

Structure of External Debt (percent shares, end-1994) 2/
IDA 14; AfDB 4, IMF 4; other multilateral 3; Paris Club 38;
other bilateral 37.

Financing Assumptions

* Continuous flow rescheduling on Naples terms through 2005
(including topping up of Toronto terms rescheduled debt).

» All new borrowing from multilateral sources contracted on
highly concessional terms; declining in nominal terms after
1998.

« Official grants remain roughly constant in nominal terms
throughout the projection period, covering more than 40
percent of the total financing needs.

External Financing
(Annual averages, in US3 million)

1990-94 1995-2004 2005-14

Total financing
need 3/ 1,173 1,076 877
Gross multilateral
disbursements 175 258 223
Net official transfers 504 420 405
Debt Burden Indicators
* Debt-service ratio:
below 25 percent by 2009
below 20 percent by 2013
* NPV debt-export ratio:
below 250 percent by 2004

* Public external debt service-revenue ratio:
1995: 130 percent
1997: 46 percent

* Public external debt service-expenditure ratio:
1995: 61 percent

1997: 27 percent
Sensitivity Analysis 4/
Debt-Service Ratios
(In percent of exports of GNFS)
1996 2004 2014
Baseline 263 303 190
Lower export growth 263 320 236
Less favorable financing 263 323 220
Assessment and Risks

* Debt indicators remain very high over the next ten years. Satisfactory growth rates are achievable only in the context of persistent large noninterest
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MOZAMBIQUE
Debt Sustainability Analysis

APPENDIX

Ratio of Dett Service Payments to Exports of GNFS
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current account deficits (excluding official transfers) over the next ten years.
* Sensitivity analysis: vulnerability is high with respect to trade shocks, lower with respect to financing terms.

1/ Non-energy sector exports.
2/  Excludes military debt to the Russian Federation.

3/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

4/  See attached table for detailed assumptions.
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Background and Macro Assumptions
* No Fund program.
* Persistent policy weaknesses since 1990.

Volume Growth
(Annual averages, in percent)
1990-94 1995-2004
Export 1.5 36
Import 0.9 3.0
Real GDP 39 4.5

Structure of External Debt (percent shares,end-1994)
Paris Club 64; multilateral 14; IMF 0); London Club 7;
other 15; large arrears to offical bilateral creditors.

Financing Assumptions

* No debt rescheduling assumed in baseline scenario.

* Large financing gaps associated with negative net
disbursements from official creditors throughout 2005.
* Net official transfers remain slightly negative.

= Decline in private transfers and foreign direct
investment, in real terms.

External Financing
(Annual averages, in USS million)

1990-95 1996-2000 2001-05
Total financing
need 1/ 3826 2603 2855
Gross multilateral
disbursements 475 383 311
Net official transfers -5 -58 -74

Debt Burden Indicators

* Debt-service ratio:
above 25 throughout projection period, except in
year 2000.

* NPV debt-export ratio not available.

* Public external debt service-revenue ratio:

1995: 48 percent
1997: 64 percent
* Public external debt service-expenditure ratio:
1995: 44 percent
1997: 75 percent
Sensitivity Analysis 2/
Debt-Service Ratios
(n percent of exports of GNFS)
1996 2000 2005
Baseline 484 203 394
Lower export growth 489 222 491
Weaker terms of trade 514 224 463
Assessment and Risks
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NIGERIA
Debt Sustainability Analysis

Ratio of Debt Service Payments to Exports of GNFS

(in percent)
60

8Rs
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(in million US $) Composition of External Debt
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* Debt indicators remain high with large financing gaps pushing debt-service ratios back above 40 percent by 2001 despite positive turnaround in current
account position. Current policies and lack of track record prevents assessment of sustainability through application of existing debt relief mechanisms.
* Sensitivity analysis: vulnerability is moderate with respect to lower nonoil exports and high with respect to oil price shocks.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  See attached table for detailed assumptions.
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- 56 - APPENDIX

SENEGAL
Debt Sustainability Analysis

Background and Macro Assumptions

= ESAF (2nd year) approved 12/11/95.

« Strengthened policy performance since 1994.

(in percert) Ratio of Dett Service Payments to Exports of GNFS
20

Volume Growth
{Annual averages, in percent)
1990-94 1995-2004 2005-14 ®
Export 03 53 4.0 » \
Import 21 38 35 4 \
Real GDP 13 42 4.0 TN

B} ‘\/ 115

Structure of External Debt (percent shares, end-1994)

IDA 33; AfDB 10; IMF 9; other multilateral 8; Paris Club 24; 10} 110

other bilateral 13; commercial 3.

5 -
Financing Assumptions
« Paris Club flow rescheduling on Naples terms succceded by N I B B SR BTN S N SR
stock-of-debt operation in 1997. ) . 1991 1993 1995 1997 1999 01 2003 2005 07 2009 A1 213
» All new borrowing (more than two-thirds from multilateral
sources) contracted on highly concessional terms; declining (in millon US §) Composition of External Debt
trend in nominal terms throughout. 4,000
« Official grants more than halve as a share of GDP. | B Mulitatoral debt [ Cther
External Financing 3000
(Annual averages, in US$ million)
1990-94 1995-2004 2005-14
2,000
Total financing
need 1/ 755 545 462
Gross multilateral 1,000
disbursements 202 125 109 T =
Net official transfers 309 320 282
0 - t t
Debt Burden Indicators 1985 1997 1999 2001 2003 2005 2007 2009 2011 2013

* Debt-service ratio: 2/

below 20 percent throughout projection period .
* NPV debt-export ratio: 2/ (in percert) NPV Debt-to-Export Ratio

below 200 percent throughout projection period %0
« Public external debt service-revenue ratio:

1995: 42 percent =

1997: 38 percent
* Public external debt service-expenditure ratio: 0

1995: 35 percent

1997: 36 percent 0
Sensitivity Analysis 3/ or

Debt-Service Ratios Sor
(In percent of exports of L
GNFS and private transfers) 0

1986 1988 XN00 2002 2004 206 208 2010 2012 M4
1996 2004 2014

Baseline 139 104 56
Lower export growth 140 110 63
Assessment and Risks

* Debt indicators decline from moderate levels. Satisfactory growth rates are consistent with decline in noninterest current account deficit (excluding
official transfers) to below 3 percent of GDP by 2001.
» Sensitivity analysis: vulnerability is moderate with respect to trade shocks.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.
2/  Calculated on the basis of exports of goods, nonfactor services, and private transfers.
3/  Seeattached table for detailed assumptions.
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Background and Macro Assumptions
* ESAF (2nd year) approved 12/18/95.
» Policy implementation hampered by security problems.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14
Export na. na. na.
Import n.a. n.a. n.a.
Real GDP 2.6 3.6 50

Structure of External Debt (percent shares, end-1995)
IMF 19, other multilateral 43; Paris Club 27, other
bilateral 10; commercial 1.

Financing Assumptions

* Paris Club flow rescheduling on Naples terms until
remainder of ESAF (1997), further reschedulings
thereafier until 2004 to fill small financing gaps.

* New financing on concessional terms only.

* Steady decline in official grants and loans, in nominal
terms.

* Net multilateral disbursements negative beyond 1997.
« Recovery in foreign direct investment associated with
privatization and reform.

External Financing
(Annual averages, in US$ million)

1990-94 1995-2004 2005-14
Total financing
need 1/ 171 181 178
Gross multilateral
disbursements 32 25 0
Net official transfers 29 28 21
Debt Burden Indicators
* Debt-service ratio: 2/
below 25 and 20 percent by 1997
slightly above 20 percent in 2002, only
* NPV debt-export ratio: 2/
below 250 percent by 1997
below 200 percent by 1999
» Public external debt service-revenue ratio:
1995 n.a.
1997 na.
* Public external debt service-expenditure ratio:
1995 na.
1997 na.
Sensitivity Analysis 3/
Debt-Service Ratios
(In percent of exports
of goods and services)
1996 2004 2014
Baseline 367 152 S1
Lower export growth 380 159 53
Less favorable financing 367 147 46
Weaker terms of trade 367 152 51
Assessment and Risks

- 58 - APPENDIX
SIERRA LEONE
Debt Sustainability Analysis
(eperer) Ratio of Dett Service Payments to Exports of GNFS
:
f
o |
o1
| \
of II \
> i \\
; ,/\‘f s
NN N S PSR AU U RS SENEPUN SN W SUNAS NEUN SR R |
1991 1983 1985 1997 1999 2001 203 2005 2007 2009 2011 2013
(nmilion US$) External Dett v

100

2,000

1,500

0
1991 1983 1985 1857 1998 2001 2003 2005 2007 2008 2011 2013
(in percert) NPV Debt-to-Export Ratio
&0 &0
500 + 150
awr {40
0+ \ j X0
0 250
150 10
1w I \_ 1m
ol ] s ! n 1 P T 1 1 | PR | I 0
1991 1983 1985 1997 1989 01 203 05

1/ Compusition of debt by creditor was not avaiabie.

* Debt indicators decline sharply in 1997, rise slightly until 2002, and fall rapidly, thereafter. Solid growth is consistent with declining trend of current
account deficit from relatively high levels, while reserve coverage increases from currently 2 months to above 5 months of imports by 2000.

* Sensitivity analysis: vulnerability is low to moderate with respect to financing and trade shocks.

« Conclusions are highly sensitive to the security situation which could lead to a shortfall in foreign investment.

1/ Defined as current account deficit (sxcluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  Calculated on the basis of exports of goods and services.

3/  See attached table for detailed assumptions.
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- 60 -
SUDAN
Debt Sustainability Analysis
Background and Macro Assumptions
* No current Fund program.
* Policy performance weak.
Volume Growth (npecerty  RAIO of Dbt Service Payments to Exports of GNFS
(Annual averages, in percent) 180 180
w60} F‘\ 1160
1991/92 i
-04/95  1995-2004  2005-14 wr ! 10
Export -3.0 55 35 120} i 120
Import -12.2 2.0 24 ook ; 100
Real GDP 5.1 22 20 !
-0 ! 180
!
Structure of External Debt (percent shares, end-1995) eor ! 6o
IDA 6; IMF 10; other multilateral 7; Paris Club 28; ol | lao
other bilateral 30; commercial 21. Mostly in arrears (82). 25 N -]
® \/_, 2
Financing Assumptions ol P Y S U Y U R EENUUNS NUNPANY O S P
* Private transfers grow 3 percent in real terms; no real 912 S¥S4 1986 1597 1599 201 2003 2005 2007 208 2011 2013
growth in official trgnsfcrs and loan disbursements. (nmilion US'$) Composition of Extemal Debt
* Further accumulation of arrears to finance balance of 60,000 60,000
payments deficit. l 5 Mutiiateral dett [T ther
50,000 - === 50,000
External Financing e I
(Annual averages, in US$ million) 40,000 - i | 40,000
1990/91 30,000 + _— 30,000
-94/95  1995-2004 2005-14 _— { |
Total financing 20,000 [ 7 20,000
need 1/ 2,032 1,923 3,073
Gross multilateral 10,000 10000
disbursements 105 83 110 0
. 0 u ! - T T T 1
Net official transfers 148 60 81 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014
Debt Burden Indicators .
« Debt-service ratio: (nperert NPV Dett-to-Bxport Ratio 260
above 25 percent throughout projection period
» NPV debt-export ratio: 2580} 2580
above 250 percent throughout projection period sl 1osen
* Public external debt service-revenue ratio: 2 2
1995: 172 percent PP 250
1997: 148 percent /
» Public external debt service-expenditure ratio: 2501 / 250
1995: 69 percent asof | 2500
1997: 62 percent |
2480 _—J 12480
Sensitivity Analysis 2/ 2 1 1 . 1 . | 1 ; {240
Debt-Service Ratios 1995 1988 2000 2002 2004 2006 2008 2010 2012 2014
(In percent of exports of GNFS)
1996 2004 2014
Baseline 168 148 149
Higher export growth 167 139 126
More favorable financing 151 121 112

Assessment and Risks
* Debt indicators unsustainable over whole projection period. Even under optimistic assumptions on strong policy adjustment and international support

through debt relief, debt-service ratios would remain above 25 percent for next 20 years.
* Sensitivity analysis: more optimistic assumptions on export growth and terms of new financing do not change the above assessment.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buiidup of international reserves, net of IMF drawings.

2/  Seeattached table for detailed assumptions.
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- 62 - APPENDIX
TANZANIA
Debt Sustainability Analysis
Background and Macro Assumptions
* No current Fund program.
* Recent weaknesses in policy performance.
Volume Growth (npecery  Retio of Debt Service Payments to Exparts of GNFS
(Annual averages, in percent) 0 0

90/91-94/95 95/96-04/05 05/06-14/15 2 =
Export 6.8 42 4.0
Import 6.9 4.0 4.0
Real GDP 3.6 53 5.0 2 2
Structure of External Debt (percent shares, end-1994) 5F 115
IDA 30; IMF 3; other multilateral 11; Paris Club37;
other bilateral (incl. Russia) 17, commercial 2. 1o} {10
Financing Assumptions st is
* Paris Club flow reschedulings on Naples terms followed by
a stock-of-debt operation in 1998/99. | 1 1 1 L L , |
+ New borrowing on highly concessional terms increases ' ’ ' ' AU R —
first by 4 percent and later by 3 percent in real terms. 1991 1993 1986 1997 1980 2001 2003 2005 2007 2000 2011 2013
» Official grants decline in real terms by 3 percent - o
annually through 2000/01 and 7 percent thereafter. "":::;“)“SS’ Cormposition of External Dett

External Financing
(Annual averages, in US$ million)

90/91-94/95 95/96-04/05 05/06-14/15

Total financing

need 1/ 1,112 1,035 1,288
Gross multilateral

disbursements 244 366 500
Net official transfers 507 422 276
Debt Burden Indicators

* Debt-service ratio: 2/
below 20 percent throughout projection period
* NPV debt-export ratio: 2/
below 250 percent by 1998/99
below 200 percent by 2001/02
« Public external debt service-revenue ratio:
1995/96: 34 percent
1997/98: 28 percent
* Public external debt service-expenditure ratio:
1995/96: 26 percent
1997/98: 25 percent

Sensitivity Analysis 3/
Debt-Service Ratios
(In percent of exports of
goods, services, and private transfers)

1996/97 2004/05 2014/15

Baseline 147 122 7.6
Lower export growth 15.1 142 129
Less favorable financing  14.7 n.a. na.
Weaker terms of trade 15.0 na. na.
Assessment and Risks

12000
10,000
800

1985 1998 201 2008 2005 2007 209 2011 2013
(inpercert) NPV Debt-to-Export Ratio
an Qo
aw \\ {aw
20 \ 20
p.1o) 20
10 1%
10} {10
| i 1 L 1 1 1 1 L L L L 1 A 1 i L It ] 1 0
1995 1967 1988 M 03 205 A7 XB M 2013

* Debt indicators remain moderate throughout. Strong growth requires large deficits in noninterest current account (excluding official transfers), while

reserves are maintained at 3 to 5 months of imports.

* Sensitivity analysis: vulnerability is moderate with respect to trade shocks; lower with respect to financing terms.

1/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.
2/  Calculated on the basis of exports of goods, services, and private transfers.

3/

Sec attached table for detailed assumptions.
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Background and Macro Assumptions
« ESAF approved 9/16/94.
+ Policy performance improved in 1994 and 1995.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14
Export 6.1 6.8 5.0
Import -126 8.3 50
Real GDP 2.8 5.8 5.0

Structure of External Debt (percent shares, end-1994)
IDA 40; AfDB 6; IMF 6; other multilateral 10; Pans Club 31;
other bilateral 2; commercial 5.

Financing Assumptions

« Paris Club flow rescheduling on Naples terms succeeded by
stock-of-debt operation in 1998;

+ All new borrowing contracted on highly concessional terms with an
average nominal interest rate of 2.5 percent,

« Official grants cover about half of total financing need during

the projection period.

External Financing
(Annual averages, in US3 million)

1990-94 1995-2004 2005-14
Total financing
need 1/ 197 194 182
Gross multilateral
disbursements 43 44 54
Net official transfers 71 74 132
Debt Burden Indicators

* Debt-service ratio:

below 20 percent throughout projection period
* NPV debt-export ratio:

below 200 percent throughout projection period
+ Public external debt service-revenue ratio:

1995: 20 percent

1997: 24 percent
* Public external debt service-expenditure ratio:

1995: 13 percent

1997: 19 percent

Sensitivity Analysis 2/
Debt-Service Ratios
(In percent of exports of GNFS)
1996 2004 2014
Baseline 177 84 3.0
Lower export growth 17.7 99 na.
Assessment and Risks
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TOGO
Debt Sustainability Analysis

(np;?,,) Ratio of Dett Service Payments to Bparts of GNFS
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» Debt indicators are moderate and improve gradually from 1996 onward. Satisfactory growth rates are consistent with reduction in noninterest current
account deficit (excluding official transfers) to 3.5 percent of GDP by 2004.
» Sensitivity analysis: vulnerability is moderate with respect to lower export growth.

1/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of intemational reserves, net of IMF drawings.

2/  See attached table for detailed assumptions.
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Background and Macro Assumptions
* ESAF (2nd Year) approved 11/29/95.
« Strong policy performance since 1987.

Volume Growth
(Annual averages, in percent)

90/91-94/95 95/96-04/05 05/06-14/15

Export 159 72 5.6

(noncoffee) 23.1 10.0 8.0
Import 14.1 20 39
Real GDP 6.4 5.7 5.5

Structure of External Debt (percent shares, mid-1995)
IDA 50; IMF 12; other multilaterals 11; Paris Club 11; other
bilaterals 12; commercial 4.

Financing Assumptions

 Comparable treatment from other bilateral and commercial
creditors to Paris Club stock-of-debt operation implemented
in February 1995.

* New financing on highly concessional terms (80 percent
on IDA terms, remainder slightly less favorable).

* Project-related donor inflows grow by 2 percent in real
terms until 1997/98 and are constant thereafter.

» External arrears of US$228 million eliminated in 1995/96.

External Financing
(Annual averages, in US$ million)

90/91-94/95 95/96-04/05 05/06-14/15

Total financing
need 1/ 588 710 821
Gross multilateral
disbursements 256 296 316
Net official transfers 258 291 319
Debt Burden Indicators
* Debt-service ratio:
below 25 percent by 1999/00
below 20 percent by 2003/04
* NPV debt-export ratio:
below 250 percent by 2000/01
below 200 percent by 2005/06

* Public external debt service-revenue ratio:
1995/96: 21 percent
1997/98: 17 percent

* Public external debt service-expenditure ratio:
1995/96: 14 percent
1997/98: 13 percent

Sensitivity Analysis 2/
Debt-Service Ratios
(n percent of exports of GNFS)
1996/97 2004/05 2014/15

Bascline 257 184 13.0
Lower export growth 257 19.1 158
Less favorable financing ~ 25.7 223 180
Weaker terms of trade 273 20.6 153
Assessment and Risks

(nmilion US §)
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UGANDA

Debt Sustainability Analysis

Ratio of Debt Service Payments to Exports of GNFS

(in percert)
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* Debt indicators remain high for the next 5-7 years, but improve steadily. Over the next 10 years, solid growth is consistent with reducing noninterest
current account deficit (excluding official transfers) from 7 to 4 percent of GDP while holding official reserves at 4-5 months of imports.
* Sensitivity analysis: vulnerability is moderate to high with respect to trade shocks; high with respect to availability of financing on approprately

concessional terms.

* Bank staff are concerned that imports may grow faster than projected.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  See attached table for detailed assumptions.
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VIETNAM

Debt Sustainability Analysis

Background and Macro Assumptions
* ESAF (2nd Year) to be considered for approval 2/96.
* Strong policy performance since 1995.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14

Export 31.0 12.6 8.0
Import 12.6 10.7 73
Real GDP 73 9.0 9.0

Structure of External Debt (percent shares, end-1994)
Largest part Russia; remainder multilateral 7; Paris Club 39;
other bilateral 16; commercial 38.

Financing Assumptions

* Commercial debt restructured on terms comparable to the

50 percent NPV reduction granted by Paris Club creditors in
December 1993; ruble debt assumed to be repaid at 25 percent of
its accounting value, based on the official transferable ruble rate of
0.6 per dollar.

« ODA disbursements constant in real terms after 2000;
commercial borrowing growing moderately in real terms.

« Continued high foreign direct investment (6-7 percent of GDP).

External Financing
(Annual averages, in US$ million)

1990-94 1995-2004 2005-14

Total financing

need 1/ 1112 3558 7135
Gross Multilateral

disbursements na. n.a. n.a.
Net official transfers 89 185 254
Debt Burden Indicators

* Debt-service ratio:

below 20 percent throughout the projection period.
= NPV debt-export ratio:

below 200 percent throughout the projection period
* Public external debt service-revenue ratio:

1995: 13 percent

1997: 8 percent
* Public external debt service-expenditure ratio:

1995: na.
1997: n.a.
Sensitivity Analysis 2/
Debt-Service Ratios
(In percent of exports of GNFS)

1996 2004 2014
Baseline 6.0 48 50
Lower export growth 6.1 57 7.1

Assessment and Risks

(,,p;,,,, Retio of Debt Service Payments to Bxparts of GNFS
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* Debt indicators remain low throughout the projection period. Strong growth is consistent with a gradually declining noninterest current account deficit
(excluding official transfers), while reserves are held at 3 months of imports.
* Sensitivity analysis: vulnerability is low with respect to trade shocks, if imports are reduced, accordingly.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  Sceattached table for detailed assumptions.
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Background and Macro Assumptions
* SBA to be considered for approval 2/96.
* Satisfactory policy performance since 1995.

Volume Growth
(Annual averages, in percent)

1990-94 1995-2004 2005-14
Export 148 2.1 29
Import 23 122 48
Real GDP 0.4 4.7 55

Structure of External Debt (percent shares, end-1994)
Muiltilateral 13; Paris Club 4; Russia 66; other bilateral 15,
commercial 2.

Financing Assumptions

* Paris Club flow rescheduling on Naples terms succeeded by
a stock-of-debt operation in 2000; comparable treatment of
Russian debt.

* All new borrowing assumed to have a 35 percent grant
clement.

» Disbursements from multilateral institutions increase
substantially during the projection period.

External Financing
(Annual averages, in US$ million)

1990-94 1995-2004 2005-14
Total financing
need 1/ 1302 609 761
Gross multilateral
disbursements 752/ 217 207
Net official transfers 136 39 53
Debt Burden Indicators

* Debt-service ratio: 3/

below 20 percent throughout projection period
* NPV debt-export ratio: 3/

below 200 percent throughout projection period
* Public external debt service-revenue ratio:

1995: 38 percent

1997: 8 percent
* Public external debt service-expenditure ratio:

1995: 27 percent

1997: 7 percent
Sensitivity Analysis 4/
Debt-Service Ratios
(In percent of current
account receipts)
1996 2004 2014
Baseline 8.0 75 83
Lower export growth 80 78 102
Less favorable financing 8.0 79 101
Weaker terms of trade 84 86 108
Assessment and Risks
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YEMEN
Debt Sustainability Analysis
(in percert) Ratio of Debt Service Payments to Exports of GNFS
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* Debt indicators show a large one step improvement in 1996 as a result of rescheduling and remain low during the projection period.

* Satisfactory growth rates are consistent with a noninterest current account deficit (excluding official transfers) stable at around 2.0 percent of GDP.

* Sensitivity analysis: vulnerability is low with respect to trade shocks or less favorable financing terms.

i/

2/ Annual average for 1991 to 1994.

3/  Calculated on the basis of current account receipts.
4/  Secattached table for detailed assumptions.

Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.
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ZAIRE
Debt Sustainability Analysis
Background and Macro Assumptions
* ESAF assumed by 1997.
» Stabilization program since 1995.
Volume Growth Ratio of Dett Service Payrerts to Bxports of GNFS
(Annual averages, in percent) (“"15;“) of ce b of 2
1990-94 1995-2004 2005-14 /‘\
Export -16.4 6.5 5.5 100p / \ 0
Import 1162 8.4 55 i A |
Real GDP 95 44 5.1 @ /o &
1 §
Structure of External Debt (percent shares, end-1995) er / { @
Multilaterals (other than the IMF) 18; IMF 4; Paris Club 68; [ |
other bilateral 5; commercial 4. or ,’ | 1%
= frerendn =
Financing Assumptions 2 /‘ 2
* Paris Club flow rescheduling on Naples terms from 1997 to \ ]
1999 succeeded by stock-of-debt operation in 2000 0 l i ’ 1 1 ; ) [ 0
* All new borrowing contracted on highly concessional terms. S Py * - * ' — .
* Private capital inflows beginning in 1997 peak at 3 percent of 1991 195 196 1907 195 2001 003 205 007 2000 01 D13
GDP in 2001. B US$) G ition of External Debt
External Financing 2000 200
(Annual averages, in US$ million) lBMMiM @ Cther
1990-94 19952004 2005-14 15000 1500
Total financing ™
need 1/ 1475 753 521 10,000 10,000
Gross multilateral
disbursements 59 78 157
Net official transfers 103 69 80 500 5,00
Debt Burden Indicators
* Debt-service ratio: 0 g
below 25 percent in 1998-2001 and from 2005 onward \ i : i J ' . '
below 20 percent by 2007 1986 1997 1889 2001 208 2005 20007 2000 2011 2013
* NPV debt-export ratio: .
below 250 percent by 2005 (i percerd) NPV Debt-to-Export Ratio
below 200 percent by 2007
* Public external debt service-revenue ratio: anr &0
1995: 303 percent
1997: 400 percent (68 percent in 1998)
+ Public external debt service-expenditure ratio: eor 18
1995: 83 percent
1997: 256 percent (53 percent in 1998) aol 140
Sensitivity Analysis 2/ 0 20
20 20
Debt-Service Ratios 150, 10
(In percent of exports of GNFS)
o+
1996 2004 2014 1986 1997 1988 201 208 2206 207 2000 2011 2081
Baseline 665 254 142
Lower export growth 66.8 271 206
Less favorable financing 687 268 159
Weaker terms of trade 674 263 164
Assessment and Risks

* Debt indicators improve considerably from 1998 on. Substantial debt relief and/or refinancing required to solve arrears problem. After debt relief,
balance in noninterest current account (excluding official transfers) is consistent with satisfactory growth rates.
* Sensitivity analysis: vulnerability is high with respect to lower export growth, moderate with respect to terms of trade shocks and less favorable financing

terms.

1/ Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

2/  Sceattached table for detailed assumptions.
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Background and Macro Assumptions
« ESAF approved 12/6/95.
« Uneven policy performance under previous RAP.

Volume Growth
(Annual averages, in percent)
1990-94 1995-2004 2005-10
Exportl/ 13.1 11.5 10.0
Import 03 6.5 35
Real GDP 03 45 45

Structure of External Debt (percent shares, end-1994)
IDA/IBRD 21; IMF 19; AfDB 3; other multilateral 3; Paris
Club 38; other bilateral 14; commercial 2.

Financing Assumptions

* Consecutive Paris Club flow reschedulings on Naples
terms from 1996 onward; no stock-of-debt operation
assumed as exit from rescheduling appears unlikely.

« Official grants and loans fall from 50 to 20 percent of
nonmetal sector imports; decline is only partly offset by
increase in project aid.

« Financing gaps filled on IDA terms.

* Moderate increase in private capital inflows.

External Financing
(Annual averages, in US$ million)

1990-94 1995-2004 2005-10
Total financing
need 2/ 898 1270 1062
Gross multilateral
disbursements 149 318 120
Net official transfers 435 327 368
Debt Burden Indicators

* Debt-service ratio:
below 25 percent in 1996-2000 and beyond 2003
below 20 percent in 1997-2000 and beyond 2005
* NPV debt-export ratio:
below 250 percent by 2006
below 200 percent by 2009
« Public external debt service-revenue ratio:
1995: 55.4 percent
1997: 29.2 percent
« Public external debt service-expenditure ratio:
1995: 57.8 percent
1997: 31.0 percent

Sensitivity Analysis 3/

Debt-Service Ratios

(In percent of exports of GNFS)

1996 2004 2010
Baseline 209 227 73
Lower export growth 1/ 241 279 109
Less favorable financing 249 292 128
Weaker terms of trade 255 247 84
Assessment and Risks
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Debt Sustainability Analysis

APPENDIX

Ratio of Debt Service Payrrents to Exports of GNFS

(i percert)
D

\

A\

-3

\
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L:1¢

10t

I I T R
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1985 1997

@miion US$)

Composition of Extemal Debt

10,000

| & Matistoat cott 0 aer |

8,000
6,000
4,000

2,00 l

1987

NPV Debi-to-BExport Ratio

190

10,000

8000

6,000

4000

2000

» Consistent improvement in debt indicators only after 2005. Satisfactory growth rates require noninterest current account deficit (excluding official
transfers) to remain above 8 percent of GDP until 2008, with reserve coverage equivalent to 3 to 4 months of imports.

* Sensitivity analysis: vulnerability with respect to external trade and financing shocks is high.

1/ Nontraditional (nonmetal) exports, only.

2/  Defined as current account deficit (excluding official transfers), amortization payments and buildup of international reserves, net of IMF drawings.

3/  See attached table for detailed assumptions.
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