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FoU Whe laVW fiYe decadeV, Whe debW VXVWainabiliW\ of AfUican coXnWUieV haV been a con˦
VWanW and, aW WimeV, conWUoYeUVial Wopic of diVcXVVion. The iVVXeV aUoXnd AfUica˭V debW
aUe indeed XniTXe bXW in Woda\˭V global ZoUld, conceUnV aboXW a coXnWU\˭V economic
YXlneUabiliWieV Uemain XniYeUVal. One of Whe pUimaU\ UeaVonV foU Whe eVWabliVhmenW of
Whe AfUican Legal SXppoUW FaciliW\ (ALSF) ZaV Wo VXppoUW AfUican VWaWeV in aYoiding
Whe piWfallV of e[ceVViYe debW accXmXlaWion. The pUomoWion of VoXnd VoYeUeign debW
managemenW and Whe TXick UeVolXWion of diVWUeVV ViWXaWionV aUe eVVenWial Wo AfUica˭V
economic gUoZWh Zhile being beneficial Wo Whe VWabiliW\ of Whe global econom\.

In 2019, Whe ALSF gaWheUed ZoUld-leading e[peUWV Wo deYelop a handbook dedicaWed
Wo AfUican debW manageUV and oWheU goYeUnmenW officialV inYolYed ZiWh VoYeUeign
debW. The oYeUall objecWiYe ZaV Wo VWUengWhen inVWiWXWional capaciW\ b\ dem\VWif\ing
Whe comple[iWieV VXUUoXnding WhiV fXndamenWal aUea of economic deYelopmenW and
enabling Whe TXick idenWificaWion of ValienW iVVXeV. The UeVXlWing handbook, ˰UndeU˦
VWanding SoYeUeign DebW ˪ OpWionV and OppoUWXniWieV foU AfUica ,˱ UeceiYed Zide˦
VpUead acclaim and iWV We[W ZaV adopWed b\ Whe pUimaU\ WaUgeW aXdience and b\ pUacWi˦
WioneUV, academicV and ciYil VocieW\. AlWhoXgh Whe ALSF cUeaWed iW ZiWh AfUican goY˦
eUnmenWV in mind, Whe handbook˭V conWenW pUoYed Wo pUoYide YalXable knoZledge and
inVighWV foU Whe geneUal pXblic be\ond Whe ConWinenW.

FiYe \eaUV on, Whe ZoUld haV XndeUgone VeiVmic VhockV inclXding Whe COVID-19 global
pandemic, VeYeUal aUmed conflicWV inclXding Whe fiUVW EXUopean ZaU poVW WWII and Whe
eVcalaWing impacW of climaWe change. RedXced conceVVional lending, VloZing economic
gUoZWh, YolaWile commodiW\ pUiceV, e[change UaWeV depUeciaWionV and Whe Uapid UiVe in
e[pendiWXUeV haYe all conWUibXWed Wo a VhaUp incUeaVe in pXblic indebWedneVV acUoVV Whe
ConWinenW. AfUican VWaWeV aUe Ueeling fUom Whe negaWiYe VhockV ZhilVW VWUiYing Wo Ueach
WheiU deYelopmenW goalV.



AV debaWeV aUoXnd debW UeVWUXcWXUing, climaWe financing and Whe VcUamble foU neZ fi˦
nancing conWinXe, Whe ALSF UecenWl\ UeconYened iWV WaVk foUce of ZoUld-leading e[˦
peUWV ZiWh addiWional neZ YoiceV Wo XpdaWe WhiV impoUWanW handbook. The ALSF
hopeV WhaW a UeneZed handbook on VoYeUeign debW managemenW can empoZeU
AfUican VoYeUeignV Wo make infoUmed, VWUaWegic deciVionV in WheiU VoYeUeign debW fi˦
nancing opeUaWionV.

ThiV XpdaWe alVo VWemV fUom Whe feedback of iWV cXUUenW XVeUV and Whe UecenW deYelop˦
menWV WhaW iWV aXWhoUV haYe obVeUYed. IW inWendV Wo challenge Whe le[icon and naUUaWiYe
of VoYeUeign debW and align WhiV ZiWh Whe cXUUenW UealiWieV facing debW manageUV. IW alVo
e[amineV Whe acWoUV filling Whe gap in financing; idenWif\ing aUeaV of caXWion and
anal\Ving Whe ofWen XndeU-e[ploUed dangeUV WhaW VoYeUeignV in AfUica (and be\ond)
face.

IW iV impoUWanW Wo UeiWeUaWe WhaW debW iV noW inheUenWl\ bad. SoYeUeign boUUoZing al˦
loZV coXnWUieV Wo finance mXch-needed infUaVWUXcWXUe pUojecWV and Vocial pUo˦
gUammeV. IWV fXncWion iV cUiWical Wo enabling coXnWUieV Wo VXcceed in aWWaining WheiU de˦
YelopmenW goalV. NoneWheleVV, Zhile VoYeUeign debW can be an effecWiYe economic
gUoZWh caWal\VW, iWV miVmanagemenW can haYe Whe oppoViWe effecW, pXVhing goYeUn˦
menWV inWo pUecaUioXV ViWXaWionV ZiWh longVWanding economic conVeTXenceV.
DeYeloping and implemenWing VXVWainable debW VWUaWegieV and UobXVW debW manage˦
menW fUameZoUkV aUe ke\ Wo aYoiding Whe negaWiYe UamificaWionV of incXUUing debW.

OXU gUoXp of aXWhoUV, Zho once again conWUibXWed WheiU Wime and e[peUWiVe on a pro
bono baViV, inclXde academicV, economiVWV, financial adYiVoUV, UeVeaUcheUV and laZ\eUV
fUom mXlWilaWeUal oUganiVaWionV, leading inWeUnaWional laZ fiUmV and eVWabliVhed fi˦
nancial adYiVoU\ fiUmV ZiWh e[WenViYe e[peUience in VoYeUeign finance and debW Ue˦
VWUXcWXUing. TheVe aXWhoUV haYe cUeaWed a UeVoXUce WhaW pUoYideV a Zell-balanced,
mXlWi-diVciplined peUVpecWiYe on VoYeUeign financing and debW managemenW in an eaV˦
il\ digeVWible foUmaW.

IW iV oXU XnZaYeUing belief WhaW WhiV handbook Zill conWinXe enhancing AfUican goY˦
eUnmenWV˭ XndeUVWanding, XWiliVaWion and managemenW of WheiU debW. While encoXUag˦
ing fXUWheU diVcXVVion and VcholaUVhip, Whe handbook iV noW a VXbVWiWXWe foU obWaining
pUofeVVional adYice.

On behalf of Whe ALSF, I ZiVh Wo Whank all of Whe conWUibXWing aXWhoUV and UemoWe
collaboUaWoUV foU WheiU enWhXViaVm, paVVion and commiWmenW Zhile deYeloping WhiV
handbook. While Whe pUoceVV ZaV inWenVe, iW ZaV fXelled b\ YaVW e[peUience, dedicaW˧



ion, WenaciW\ and debaWe. The handbook UeflecWV Whe YieZV and collecWiYe YoiceV of
WheVe e[peUWV, aV Zell aV WhoVe of ke\ AfUican VWakeholdeUV.

I alVo ZiVh Wo Whank Whe AfUican DeYelopmenW Bank (AfDB), The InWeUnaWional
MoneWaU\ FXnd (IMF), Whe WeVW AfUican InVWiWXWe foU Financial and Economic
ManagemenW (WAIFEM) and Whe CommonZealWh SecUeWaUiaW (COMSEC) foU WheiU
VXppoUW. The handbook ZaV pUodXced XVing Whe Book SpUinW meWhod, Zhich facili˦
WaWeV deYeloping and dUafWing a compleWe book in jXVW fiYe da\V. I ZoXld alVo like Wo
Whank Whe Book SpUinWV Weam (http://  www. booksprints.  net/  ), paUWicXlaUl\ Jana
MendelVki, BaUbaUa R½hling and Al\Va KhoXUi foU WheiU VWXUd\ VWeZaUdVhip and cUe˦
aWiYiW\ WhUoXghoXW Whe pUoceVV.

Finall\, I e[pUeVV WhankV Wo Whe ALSF˭V VWUaWegic and logiVWic planneUV, To\in Ojo,
Nicole KeaUVe and Alain-SWephane MoXloW. The hand book iV cXUUenWl\ aYailable in
elecWUonic foUm. IW Zill be WUanVlaWed inWo FUench, PoUWXgXeVe and AUabic.

Olivier Pognon
Director and CEO

The African Legal Support Facility

THE AFRICAN LEGAL SUPPORT FACILITY

The AfUican Legal SXppoUW FaciliW\ (ALSF) iV an inWeUnaWional oUganiVaWion Zhich
bUoadl\ aimV Wo UemoYe aV\mmeWUic Wechnical capaciWieV beWZeen pXblic- and pUiYaWe-
VecWoU VWakeholdeUV. The ALSF ZaV oUiginall\ eVWabliVhed in UeVponVe Wo Whe UiVe in
YXlWXUe fXnd liWigaWion againVW AfUican VoYeUeignV bXW TXickl\ moYed inWo aVViVWing
AfUican goYeUnmenWV in Whe negoWiaWion of comple[ commeUcial WUanVacWionV. The
ALSF inWeUYeneV in maWWeUV UelaWed Wo Whe VoYeUeign debW, poZeU, infUaVWUXcWXUe and
e[WUacWiYe VecWoUV.

ZZZ.alsf.org

NB: This hand book is issued under the Creative Commons Attribution-NonCommercial-
ShareAlike ᤐ.ᤌ International Licence (CC BY-NC-SA ᤐ.ᤌ), which al lows any  one to copy,
excerpt, rework, translate and re-use the text for any non-commercial purpose without seek˥
ing permission from the authors, so long as the resulting work is also issued under a Creative
Commons Licence.
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ThiV handbook iV Whe collecWiYe pUodXcW of iWV aXWhoUV. No Vingle YieZ e[pUeVVed in
WhiV handbook VhoXld be aWWUibXWed Wo an\ indiYidXal aXWhoU and none of WheVe YieZV
neceVVaUil\ UepUeVenW Whe YieZV of an\ of Whe inVWiWXWionV and oUganiVaWionV (oU WheiU
UeVpecWiYe goYeUnoUV, diUecWoUV, manageUV and clienWV) ZheUe each aXWhoU ZoUkV.

ThiV handbook iV an oYeUall gXide and doeV noW conWain definiWiYe financial oU legal
adYice. ReadeUV conVideUing an\ of Whe iVVXeV diVcXVVed in WhiV handbook VhoXld Veek
Wo Vpeak aW an eaUl\ VWage ZiWh WheiU adYiVoUV.
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ThiV handbook iV inWended Wo empoZeU VoYeUeign debW manageUV and oWheU officialV
inYolYed in VoYeUeign debW in AfUica b\ dem\VWif\ing UeleYanW concepWV and WeUminol˦
og\ and VeUYing aV a pUacWical gXide Wo pXblic finance. The handbook ZaV oUiginall\
pXbliVhed in 2019, befoUe Whe CoUonaYiUXV (COVID-19) pandemic WhaW bUoXghW Whe
ZoUld econom\ Wo a VXdden VWop. The impacW of Whe pandemic caXVed VeYeUe financ˦
ing pUeVVXUeV on EmeUging MaUkeWV and DeYeloping EconomieV (EMDEV), neceVVi˦
WaWing emeUgenc\ meaVXUeV WhaW galYaniVed a cooUdinaWed global UeVponVe aV EMDE
goYeUnmenWV gUappled ZiWh UeWhinking pUioUiWieV and piYoWing Wo addUeVV neZ chal˦
lengeV. The conVeTXenceV of Whe pandemic, and oWheU e[ogenoXV VhockV and deYelop˦
menWV in Whe financial aUchiWecWXUe ZaUUanWed Whe XpdaWe of WhiV YalXable UeVoXUce.

The afoUemenWioned and Whe feedback UeceiYed fUom Whe fiUVW YeUVion of Whe book haV
neceVViWaWed a neZ ediWion emphaVi]ing aUeaV ZheUe WheUe haV been gUeaWeU diVcXVVion
and addUeVVing neZ deYelopmenWV. FoU e[ample, Whe SecWionV on ˰ T\peV of CUediWoUV˱
and ˰T\peV of Financing˱ highlighW Whe impacW and inWegUaWion of EnYiUonmenWal
Social and GoYeUnance (ESG) WoolV on debW inVWUXmenWV and Whe emeUgence of VXV˦
WainabiliW\ financing. The handbook alVo diVcXVVeV Whe eVWabliVhmenW of Vome official
bilaWeUal cUediWoUV WhaW became UeleYanW in 2019 and aUe noZ, in Vome inVWanceV,
AfUica˭V biggeVW lendeUV. The ˰SoYeUeign DebW ManagemenW˱ SecWion haV been e[˦
panded Wo pUoYide a moUe gUanXlaU anal\ViV of Whe conVideUaWionV inYolYed. The
SecWion on ˰ConWingenW LiabiliWieV˱ haV become a VWandalone chapWeU dXe Wo iWV im˦
poUWance and Whe UecXUUenW pUoblemV AfUican goYeUnmenWV aUe facing in WhiV aUea.

AV VWaWed in Whe 2019 YeUVion of Whe handbook, VoYeUeign debW managemenW haV ele˦
menWV of boWh ˰ Vcience˱ and ˰ aUW .˱ The ˰ Vcience˱ compUiVeV Whe Wechnical, financial and
legal aVpecWV of debW inVWUXmenWV and Whe maUkeWV in Zhich Whe\ aUe WUaded. The ˰aUW ,˱
hoZeYeU, iV hoZ VoYeUeign debW manageUV deYelop and implemenW VWUaWegieV UelaWed
Wo debW financing, and deWeUmine hoZ mXch Wo boUUoZ, Zhich UeVoXUceV Wo XVe, hoZ



Wo VWUXcWXUe Whem, ZiWh Zhom and hoZ Wo inWeUacW, hoZ Wo pUeYenW debW diVWUeVV, and
cUXciall\, ZhaW Wo do if a cUiViV hiWV. The fiUVW VecWionV of WhiV handbook focXV on WhaW
˰Vcience .˱ In WhiV conWe[W, Whe bUoad UeaVonV foU boUUoZing debW, Whe YaUioXV VoXUceV
of financing and Whe moVW commonl\ XVed inVWUXmenWV aUe e[amined. The Vecond
paUW of Whe handbook conVideUV boWh Whe Vcience of VoYeUeign debW managemenW (Whe
fXncWionV, fUameZoUkV and WoolV aYailable Wo debW manageUV and iVVXeV UelaWed Wo daWa
managemenW) and Whe aUW of VoYeUeign debW managemenW (Whe pUoceVV foU deYeloping
a debW VWUaWeg\).

Some of Whe fXndamenWal iVVXeV on Whe AfUican conWinenW aUe Whe gapV in Whe inVWiWX˦
Wional goYeUnance ZiWhin bodieV WaVked ZiWh managing VoYeUeign debW. A Vpecific
chapWeU haV been dedicaWed Wo Whe VXppoUW aYailable Wo goYeUnmenWV, and moUe Vpecif˦
icall\, Whe Uole of pUiYaWe VecWoU adYiVoUV. IndependenW, pUofeVVional adYiVoUV foU fi˦
nancial, legal and commXnicaWionV aVVignmenWV aUe cUiWical in aVViVWing goYeUnmenWV
in achieYing WheiU objecWiYeV, noW jXVW in cUiVeV. The chapWeU idenWifieV Whe Wechnical aV˦
ViVWance and capaciW\ bXilding WhaW VhoXld complemenW but not act as a VXbVWiWXWe foU
Whe engagemenW of independenW pUofeVVional adYiVoUV. The chapWeU e[amineV Whe
fXncWion of WheVe adYiVoUV and conVideUV hoZ and Zhen Whe\ VhoXld be pUocXUed. The
handbook conclXdeV b\ delYing inWo Whe aUW of naYigaWing WimeV of debW diVWUeVV and
hoZ Wo UecoYeU and UeVWoUe UeVilience Wo Whe coXnWU\.

The handbook, ZiWhoXW Whe inWenWion of being a ˰deep diYe ,˱ iV deVigned Wo pUoYide a
Volid baViV foU Whe WopicV Wo faciliWaWe an XndeUVWanding of comple[ VXbjecW maWWeU.
MoUeoYeU, cUoVV-UefeUencing oWheU ALSF UeVoXUceV, mainl\ Whe ALSF DebW GXideV,
encoXUageV Whe TXeVW foU deepeU XndeUVWanding. TheVe ALSF GXideV coYeU Whe folloZ˦
ing WopicV:

The ALSF DebW GXideV aUe aYailable aW: www.alsf.int

DeYelopmenW and SXVWainabiliW\ FocXVed Financing;1.
DebW SZapV;2.
Ke\ ConVideUaWionV foU IncXUUing Non-TUadiWional DebW;3.
SWaWe-ConWingenW DebW InVWUXmenWV;4.
GoYeUnance and TUanVpaUenc\;5.
FiVcal Polic\; and ManagemenW;6.
PUe-CUiViV and CUiViV ManagemenW.7.

http://www.alsf.int/


WiWh Whe ZoUld˭V \oXngeVW popXlaWion, abXndanW naWXUal UeVoXUceV and Uapidl\ gUoZ˦
ing economieV, Whe AfUican conWinenW iV aW a cUoVVUoadV of oppoUWXniWieV and chal˦
lengeV. To achieYe WheiU poWenWial, AfUican coXnWUieV Zill need VignificanW inYeVWmenW
in WheiU hXman and ph\Vical capiWal, ZheWheU iW be edXcaWion, healWh, infUaVWUXcWXUe oU,
moUe cUiWicall\, eneUg\.

ThiV inYeVWmenW UeTXiUeV Whe UaiVing of financial UeVoXUceV Zhich Zill Vee AfUica˭V de˦
YelopmenWal goalV VXcceed ZiWhoXW moUWgaging iWV fXWXUe. FoU e[ample, accoUding Wo
Whe AfUican DeYelopmenW Bank (AfDB), infUaVWUXcWXUe inYeVWmenW in AfUica alone Ue˦
TXiUeV USD 130 billion Wo USD 170 billion annXall\, ZiWh a financing gap of USD
108 billion (Vee AfUican Economic OXWlook 2018). To UaiVe WhiV amoXnW, AfUican
coXnWUieV need Wo boWh mobiliVe domeVWic capiWal and aWWUacW an enoUmoXV amoXnW of
e[WeUnal UeVoXUceV.

MoVW of WheVe domeVWic and inWeUnaWional UeVoXUceV Zill be in Whe foUm of debW. DebW,
in iWV man\ YaUieWieV ˪ official, pUiYaWe, domeVWic and e[WeUnal ˪ haV helped man\
AfUican coXnWUieV achieYe WheiU deYelopmenW objecWiYeV and conWUibXWed Wo WheiU oYeU˦
all economic gUoZWh.

NoneWheleVV, WheUe aUe UiVkV aVVociaWed ZiWh Whe gUoZing amoXnWV of debW, inclXding
Whe high coVW of debW VeUYicing aW Whe e[penVe of inYeVWmenW in oWheU deYelopmenW
pUioUiWieV. SXch UiVkV mXVW be miWigaWed b\ Zell-deVigned macUoeconomic policieV,
VoXnd debW managemenW pUoceVVeV and VWUong inVWiWXWionV, alloZing debW Wo fXel eco˦
nomic deYelopmenW in a YiUWXoXV gUoZWh c\cle.



The hiVWoUical conWe[W of AfUica˭V debW iV of gUeaW impoUWance. We mXVW all leaUn fUom
Whe paVW Wo aYoid Whe Vame miVWakeV in Whe fXWXUe. DUiYeUV of debW accXmXlaWion and
challengeV in VeYeUal AfUican coXnWUieV haYe inclXded peUViVWenW VWUXcWXUal ZeakneVVeV
in Whe foUm of pooU domeVWic UeYenXe mobiliVaWion, lack of e[pendiWXUe conWUolV,
Zeak gUoZWh, WeUmV of WUade VhockV, YXlneUabiliW\ Wo climaWe and oWheU e[ogenoXV
VhockV aV Zell aV goYeUnance challengeV.

DebW Uelief doeV noW addUeVV Whe XndeUl\ing facWoUV conWUibXWing Wo XnVXVWainable debW
accXmXlaWion. The e[peUience of man\ AfUican coXnWUieV, folloZing Whe compleWion of
debW Uelief iniWiaWiYeV, VXch aV Whe HeaYil\ IndebWed PooU CoXnWUieV (HIPC) IniWiaWiYe,
offeUV a ValienW leVVon of miVVed oppoUWXniWieV.

The hiVWoU\ of VoYeUeign debW in AfUica oYeU Whe paVW 50 \eaUV can be VegmenWed inWo
diVWincW peUiodV, each chaUacWeUiVed b\ VignificanW deYelopmenWV in hoZ AfUican coXn˦
WUieV haYe managed and UeVponded Wo WheiU debW bXUdenV.

1970S ― OIL PRICE SHOCKS, EASY CREDIT AND HEAVY BORROWING

In Whe 1970S, man\ AfUican coXnWUieV, inclXding neZl\ independenW oneV, boUUoZed
heaYil\ fUom inWeUnaWional lendeUV, inclXding Whe WoUld Bank, Whe InWeUnaWional
MoneWaU\ FXnd (IMF), official bilaWeUal cUediWoUV, aV Zell aV commeUcial bankV. TheiU
objecWiYe ZaV Wo finance deYelopmenW pUojecWV and indXVWUialiVaWion effoUWV. The aYail˦
abiliW\ of eaV\ cUediW dXUing WhiV peUiod, faciliWaWed b\ Whe Uec\cling of Whe hXge VXU˦
plXVeV of oil e[poUWing coXnWUieV WhUoXgh Whe inWeUnaWional banking V\VWem, alloZed
man\ AfUican coXnWUieV Wo boUUoZ heaYil\ and Wo incUeaVe pXblic e[pendiWXUeV
VhaUpl\. TheVe loanV ZeUe alVo ofWen encoXUaged b\ Whe lendeUV WhemVelYeV and ZeUe
Veen aV a meanV Wo VWimXlaWe economic gUoZWh foU Whe ConWinenW˭V deYelopmenW.

HoZeYeU, oil-impoUWing AfUican coXnWUieV ZeUe adYeUVel\ affecWed b\ Whe oil pUice
hikeV of 1973 and 1979, Zhich incUeaVed eneUg\ coVWV. TogeWheU ZiWh YolaWile com˦
modiW\ pUiceV, WheVe conWUibXWed Wo peUViVWenW balance-of-pa\menWV diVeTXilibUia.
While a feZ AfUican coXnWUieV XndeUWook polic\ meaVXUeV Wo addUeVV WhiV challenge,
moVW Uelied on foUeign boUUoZing Wo fill Whe UeVXlWing financing gapV.



1980S ― GLOBAL RECESSION AND A SHARP DECLINE IN NON-OIL
COMMODITY PRICES

The global UeceVVion of Whe eaUl\ 1980S, maUked b\ high-inWeUeVW UaWeV in deYeloped
coXnWUieV, led Wo a VhaUp incUeaVe in Whe coVW of debW VeUYicing foU AfUican coXnWUieV,
man\ of Zhich had boUUoZed heaYil\ aW YaUiable inWeUeVW UaWeV. AnoWheU majoU e[WeU˦
nal Vhock Wo AfUican economieV ZaV Whe conWinXing decline in non-oil commodiW\
pUiceV. Man\ AfUican coXnWUieV, UelianW on Whe e[poUW of a feZ pUimaU\ commodiWieV,
foXnd WheiU UeYenXeV falling jXVW aV WheiU debW VeUYice coVWV ZeUe UiVing.

In addiWion Wo WheVe e[WeUnal facWoUV, economic miVmanagemenW and inappUopUiaWe
domeVWic policieV (foU e[ample, oYeUl\ e[panVionaU\ fiVcal and moneWaU\ policieV)
adopWed b\ Vome AfUican coXnWUieV aggUaYaWed Whe ViWXaWion. Economic gUoZWh VWag˦
naWed and man\ coXnWUieV coXld noW VeUYice WheiU debWV, leading Wo aUUeaUV and fXUWheU
boUUoZing. In addiWion, a VeYeUe dUoXghW afflicWed man\ UegionV of AfUica. The con˦
YeUgence of WheVe facWoUV led Wo ZideVpUead debW cUiVeV acUoVV Whe ConWinenW, ZiWh
man\ coXnWUieV defaXlWing oU UeVWUXcWXUing WheiU debWV.

In UeVponVe Wo Whe gUoZing debW cUiViV, man\ coXnWUieV embaUked on SWUXcWXUal
AdjXVWmenW PUogUammeV (SAPV) ZiWh Whe aVViVWance of Whe IMF and WoUld Bank
Zhich aimed Wo VWabiliVe economieV and UeVWoUe gUoZWh WhUoXgh economic UefoUmV.
HoZeYeU, WheVe pUogUammeV came ZiWh Vocial coVWV and mi[ed VXcceVV in UeVWoUing
debW VXVWainabiliW\. ThiV decade haV been called AfUica˭V ˰loVW decade˱ of deYelopmenW
oppoUWXniWieV.

1990S AND 2000S ― LAUNCH OF DEBT RELIEF INITIATIVES

RecogniVing Whe XnVXVWainable debW bXUden on Whe ZoUld˭V pooUeVW coXnWUieV, Whe IMF
and WoUld Bank laXnched Whe HIPC IniWiaWiYe in 1996 Wo pUoYide a compUehenViYe
official VecWoU debW Uelief fUameZoUk. ThiUW\-WhUee of Whe 39 eligible coXnWUieV aUe in
AfUica. To paUWicipaWe in Whe HIPC IniWiaWiYe, coXnWUieV had Wo meeW ceUWain cUiWeUia
and commiW Wo implemenWing ceUWain acWionV Wo UeceiYe debW Uelief.

To fXUWheU UedXce Whe debW of eligible coXnWUieV, Whe HIPC IniWiaWiYe ZaV VXpplemenW˦
ed b\ Whe MXlWilaWeUal DebW Relief IniWiaWiYe (MDRI) cUeaWed in 2005 Wo pUoYide
100% debW Uelief on eligible debWV. AV of MaUch 2024, all eligible AfUican coXnWUieV,
oWheU Whan SXdan and EUiWUea, had compleWed HIPC and UeceiYed fXll debW Uelief.



SoYeUeign debW in AfUica haV VXbVeTXenWl\ gUoZn Wo leYelV noW Veen in decadeV. The
aYeUage debW Wo GDP UaWio in VXb-SahaUan AfUica haV almoVW doXbled ˪ fUom 30% aW
Whe end of 2013 Wo almoVW 60% b\ Whe end of 2022 (pleaVe Vee FIG.ᤍ. and FIG.ᤎ. be˦
loZ). The coVW of VeUYicing WhiV debW haV alVo incUeaVed, ZiWh Whe UaWio of inWeUeVW pa\˦
menWV Wo UeYenXe moUe Whan doXbling Vince Whe eaUl\ 2010S, heighWening debW VXV˦
WainabiliW\ conceUnV. AV of NoYembeU 2023, Whe IMF/WoUld Bank idenWified 13
AfUican coXnWUieV aW high UiVk of debW diVWUeVV ZiWh 7 alUead\ in debW diVWUeVV.

FIG.1. SoYeUeign DebW (% of GDP), 2010-2024



FIG.2. CompoViWion of SoYeUeign DebW SeUYice, 2000-2023

A MORE COMPLEX DEBT STOCK AND DIVERSE CREDITOR
LANDSCAPE

RecenW decadeV haYe ZiWneVVed (a) a VhaUp incUeaVe in lending Wo AfUican coXnWUieV
fUom China, India, SaXdi AUabia, Whe IVlamic DeYelopmenW Bank and oWheU inVWiWX˦
WionV in AVia and Whe GXlf; (b) a VhifW fUom conceVVional boUUoZing Wo commeUcial fi˦
nancing, in paUWicXlaU, in Whe inWeUnaWional capiWal maUkeWV; and (c) mXlWinaWional
WUading gUoXpV, inWeUeVWed in long-WeUm commodiW\ pXUchaVe conWUacWV, offeUing fi˦
nance Wied Wo commodiW\ deliYeUieV. TheUe haV been a coUUeVponding gUoZWh of VWaWe-
oZned enWeUpUiVeV (SOEV) financial liabiliWieV, VXbnaWional debW and UelaWed conWin˦
genW liabiliWieV.

A SERIES OF GLOBAL SHOCKS

In UecenW \eaUV, AfUican coXnWUieV haYe had Wo deal ZiWh Whe conVeTXenceV of a VeUieV
of global VhockV inclXding Whe COVID-19 pandemic, Whe RXVVian inYaVion of UkUaine
and eYeU-gUoZing climaWe-UelaWed emeUgencieV. TheVe VhockV haYe UeVXlWed in a VhaUp



incUeaVe in commodiW\ pUiceV, inflaWionaU\ pUeVVXUeV and a WighWening of global fi˦
nancing condiWionV. ThiV, in WXUn, haV compoXnded financial VWUeVV and led Wo a deWe˦
UioUaWion of goYeUnmenWV˭ fiVcal poViWionV, WheUeb\ incUeaVing VoYeUeign debW
boUUoZing.

UNCERTAINTY ABOUT THE SOURCES OF NEW FINANCING

Be\ond WhiV, iW iV incUeaVingl\ challenging foU AfUican coXnWUieV Wo obWain neZ financ˦
ing. Aid bXdgeWV in adYanced economieV haYe VhUXnk. China, a majoU cUediWoU in
AfUica, alVo appeaUV Wo be UedXcing neW floZV Wo Whe ConWinenW. RefoUmV Wo e[pand Whe
balance VheeW and fiUepoZeU of MXlWilaWeUal DeYelopmenW BankV (MDBV), WUadiWion˦
all\ laUge lendeUV Wo AfUican coXnWUieV, aUe facing poliWical and Wechnical headZindV.
FoU man\ AfUican coXnWUieV, acceVV Wo financial maUkeWV haV become moUe difficXlW,
e[aceUbaWed b\ a higheU inWeUeVW UaWe enYiUonmenW Whan in Whe pUeYioXV decade. TheVe
challengeV WhUeaWen Whe abiliW\ of AfUican coXnWUieV Wo meeW WheiU immediaWe fXnding
and fXWXUe finance foU gUoZWh needV, eVpeciall\ WhoVe Wied Wo Whe UniWed NaWionV
(UN) SXVWainable DeYelopmenW GoalV (SDGV).

The inWeUnaWional commXniW\ haV UeVponded Wo Vome of WheVe challengeV, inclXding
WhUoXgh Whe iniWiaWiYeV beloZ:

G20 DEBT SERVICE SUSPENSION INITIATIVE (DSSI)

Faced ZiWh Whe challengeV of Whe COVID-19 pandemic, in Ma\ 2020, Whe G20 ˫
XUged b\ man\ of iWV leadeUV, Whe WoUld Bank, Whe IMF and ciYil VocieW\ oUganiVaWionV
˫ VeW Xp Whe DebW SeUYice SXVpenVion IniWiaWiYe (DSSI). The DSSI offeUed IDA-eligi˦
ble coXnWUieV Whe opWion Wo VXVpend WheiU debW VeUYice Wo official bilaWeUal cUediWoUV fUom
Ma\ 2020 Wo DecembeU 2021 Wo deplo\ WheiU UeVoXUceV Wo fighW Whe pandemic and Vafe˦
gXaUd Whe liYeV and liYelihoodV of Whe moVW YXlneUable people. The 30 AfUican coXnWUieV
paUWicipaWing in WhiV iniWiaWiYe ZeUe offeUed Whe opWion Wo Uepa\ an\ defeUUed debW-VeU˦
Yice pa\menWV oYeU WhUee \eaUV ZiWh a one-\eaU gUace peUiod afWeU DecembeU 2021.

COMMON FRAMEWORK FOR DEBT TREATMENT BEYOND DSSI

BXilding on Whe DSSI, in NoYembeU 2020, Whe G20 laXnched Whe Common
FUameZoUk foU DebW TUeaWmenW Be\ond Whe DSSI (Common FUameZoUk) Wo pUoYide



a collecWiYe foUXm foU addUeVVing Whe liTXidiW\ and debW VXVWainabiliW\ pUoblemV faced
b\ IDA-eligible coXnWUieV. UndeU WhiV fUameZoUk, eligible coXnWUieV coXld aVk foU
WheiU debW Wo be UeVWUXcWXUed XndeU an IMF-VXppoUWed pUogUamme in a Vingle foUXm.
AV of MaUch 2024, foXU coXnWUieV had applied Wo Whe Common FUameZoUk, all in
AfUica: Chad, EWhiopia, Ghana and Zambia. The Global SoYeUeign DebW RoXndWable
(GSDR) ZaV eVWabliVhed in 2023 aV a diVcXVVion foUXm foU UepUeVenWaWiYeV fUom Whe
official and pUiYaWe VecWoUV and debWoU coXnWUieV Wo VWUeamline Whe VoYeUeign debW Ue˦
VWUXcWXUing pUoceVV and bXild VWakeholdeU conVenVXV.

FINAL CONSIDERATIONS

The landVcape and Whe cXUUenW conWacW aUe YeU\ challenging. The WoolV aUe ˰WheUe˱ bXW
Whe WaVkV Veem daXnWing. ThiV Handbook Zill hopefXll\ Vhed Vome lighW, dem\VWif\
Whe VXbjecW aUea and empoZeU UeadeUV Wo be able Wo beWWeU manage VoYeUeign debW and
face Whe cXUUenW challengeV ZiWh VignificanW knoZ-hoZ.









MXlWilaWeUal cUediWoUV aUe official oUganiVaWionV ZiWh global oU Uegional membeUVhipV
WhaW leYeUage fXndV conWUibXWed b\ WheiU membeUV Wo pUomoWe economic gUoZWh and
VWabiliW\ WhUoXgh loan financing. MXlWilaWeUal cUediWoUV aUe goYeUned b\ WheiU UeleYanW
legal and polic\ fUameZoUkV and ma\ pUoYide financing on boWh conceVVional and
non-conceVVional WeUmV. ThiV chapWeU pUoYideV a bUief oYeUYieZ of Whe moVW pUom˦
inenW (and moVW acWiYe) mXlWilaWeUal cUediWoUV in Whe AfUican maUkeW.

EVWabliVhed in 1944, Whe IMF pUomoWeV Whe VWabiliW\ of Whe inWeUnaWional moneWaU\
and financial V\VWem. In diVchaUging iWV mandaWe, Whe 190-membeU IMF moniWoUV Whe
economieV of iWV membeU VWaWeV (VXUYeillance), pUoYideV financial aVViVWance Wo coXn˦
WUieV ZiWh balance-of-pa\menWV pUoblemV and VXppoUWV VoXnd macUoeconomic polic\
WhUoXgh Wechnical aVViVWance. The IMF alVo pUomoWeV inWeUnaWional financial VWabiliW\
and moneWaU\ coopeUaWion. IW faciliWaWeV inWeUnaWional WUade, pUomoWeV emplo\menW
and VXVWainable economic gUoZWh, and helpV Wo UedXce global poYeUW\.

To caUU\ oXW WhiV mandaWe, Whe IMF ma\ pUoYide financial aVViVWance Wo membeU
coXnWUieV in line ZiWh WZo UeTXiUemenWV eVWabliVhed b\ iWV AUWicleV of AgUeemenW:

Financial aVViVWance iV pUoYided Wo help a membeU UeVolYe iWV balance-of-pa\menWV
pUoblem and cannoW be XVed foU an\ oWheU pXUpoVe. In addiWion, Whe IMF pUoYideV
financial VXppoUW Wo membeU coXnWUieV hiW b\ cUiVeV Wo cUeaWe bUeaWhing Uoom aV
Whe\ implemenW policieV WhaW UeVWoUe economic VWabiliW\ and gUoZWh. Finall\, Whe
IMF alVo pUoYideV pUecaXWionaU\ financing Wo help pUeYenW cUiVeV.

1.

The boUUoZing membeU coXnWU\ mXVW Uepa\ Whe IMF foU Whe financial aVViVWance
UeceiYed (PleaVe UefeU Wo TABLE ᤍ. IMF Financing Facilities and Instruments).

2.



FoU Whe IMF Wo pUoYide financing, inclXding aV a ˰lendeU of laVW UeVoUW ,˱ membeUV
mXVW implemenW a pUogUamme of economic, financial and VWUXcWXUal UefoUm deVigned
Wo addUeVV Whe XndeUl\ing balance-of-pa\menWV oU VWUXcWXUal pUoblem. In pUacWice, fol˦
loZing a UeTXeVW fUom a membeU coXnWU\, an IMF VWaff Weam holdV diVcXVVionV ZiWh
Whe aXWhoUiWieV Wo aVVeVV Whe economic and financial caXVeV of Whe balance-of-pa\˦
menWV oU VWUXcWXUal pUoblemV and Whe amoXnW of financing needed Wo addUeVV Whe
pUoblem. The membeU goYeUnmenW and Whe IMF When agUee on a pUogUamme of eco˦
nomic and VWUXcWXUal polic\ adjXVWmenWV. ThiV UefoUm pUogUamme iV pUeVenWed Wo Whe
IMF˭V E[ecXWiYe BoaUd Wo appUoYe an aUUangemenW VXppoUWing Whe pUogUamme.
FolloZing appUoYal b\ Whe E[ecXWiYe BoaUd, Whe membeU ma\ When acceVV financing
fUom Whe IMF if iW meeWV Whe condiWionV of Whe UefoUm pUogUamme, Zhich iV UefeUUed
Wo aV ˰condiWionaliW\ .˱ The E[ecXWiYe BoaUd moniWoUV Whe implemenWaWion of Whe Ue˦
foUm pUogUamme WhUoXgh UeYieZV. The IMF pUoYideV financing (inclXding emeU˦
genc\ aVViVWance) fUom VeYeUal VoXUceV.

GENERAL RESOURCES ACCOUNT (GRA)

The IMF˭V pUincipal accoXnW conViVWV of a pool of cXUUencieV and UeVeUYe aVVeWV, UepUe˦
VenWing Whe paid VXbVcUipWionV of membeU coXnWUieV˭ TXoWaV. The GRA iV Whe accoXnW
fUom Zhich Whe IMF˭V UegXlaU lending opeUaWionV aUe financed.

POVERTY REDUCTION AND GROWTH TRUST (PRGT)

The PRGT iV Whe IMF˭V main Yehicle foU pUoYiding conceVVional financing (cXUUenWl\
aW ]eUo inWeUeVW UaWeV) Wo eligible loZ-income coXnWUieV (LICV).

RESILIENCE AND SUSTAINABILITY TRUST (RST)

OpeUaWional Vince OcWobeU 2022, Whe IMF˭V ReVilience and SXVWainabiliW\ TUXVW (RST)
pUoYideV longeU-WeUm, affoUdable financing Wo help loZ-income and YXlneUable mid˦
dle-income coXnWUieV bXild UeVilience Wo e[WeUnal VhockV WhaW poVe macUoeconomic
UiVkV VXch aV climaWe change and pandemic pUepaUedneVV. The RST VXppoUWV polic\
UefoUmV WhaW UedXce macUo-cUiWical UiVkV aVVociaWed ZiWh climaWe change and pandem˦
ic pUepaUedneVV.

Ke\ WeUmV and condiWionV of Whe IMF lending inVWUXmenWV aUe VXmmaUiVed in TABLE ᤍ.

IMF Financing Facilities and Instruments in Whe ChapWeU ˯ Multilateral Financing˰.



The WoUld Bank GUoXp, alVo eVWabliVhed in 1944, iV an inWeUnaWional deYelopmenW
oUganiVaWion ZiWh 189 membeU coXnWUieV compUiVing fiYe inVWiWXWionV ZoUking in
paUWneUVhip foU VXVWainable VolXWionV. IWV goal iV Wo UedXce poYeUW\ b\ lending mone\
Wo Whe goYeUnmenWV of iWV pooUeU membeUV Wo finance deYelopmenW pUojecWV. The
WoUld Bank GUoXp˭V pUimaU\ lendeUV Wo VoYeUeignV aUe Whe InWeUnaWional Bank foU
ReconVWUXcWion and DeYelopmenW (IBRD) and Whe InWeUnaWional DeYelopmenW
AVVociaWion (IDA).

THE INTERNATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT (IBRD)

EVWabliVhed in 1944, Whe IBRD offeUV innoYaWiYe financial VolXWionV Wo middle-income
coXnWUieV and cUediWZoUWh\ pooUeU coXnWUieV, inclXding financial pUodXcWV (loanV,
gXaUanWeeV and UiVk managemenW pUodXcWV) and knoZledge and adYiVoU\ VeUYiceV
(inclXding on a UeimbXUVable baViV) Wo goYeUnmenWV aW Whe naWional and VXbnaWional
leYelV. IW financeV inYeVWmenWV acUoVV all VecWoUV and pUoYideV Wechnical VXppoUW and
e[peUWiVe aW each VWage of a pUojecW. IBRD˭V UeVoXUceV VXppl\ boUUoZing coXnWUieV
ZiWh needed financing and VeUYe aV a Yehicle foU global knoZledge WUanVfeU and Wech˦
nical aVViVWance.

THE INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA)

The IDA, eVWabliVhed in SepWembeU 1960, iV UeVponVible foU helping Whe ZoUld˭V pooU˦
eVW coXnWUieV. OYeUVeen b\ 173 VhaUeholdeU naWionV, Whe IDA aimV Wo UedXce poYeUW\
b\ pUoYiding ]eUo- Wo loZ-inWeUeVW loanV (called ˰cUediWV˱) and gUanWV foU economic
deYelopmenW pUogUammeV.

THE MULTILATERAL INVESTMENT GUARANTEE AGENCY (MIGA)

MIGA ZaV cUeaWed in ApUil 1988 Wo pUomoWe cUoVV-boUdeU inYeVWmenW in deYeloping
coXnWUieV b\ pUoYiding gXaUanWeeV (poliWical UiVk inVXUance and cUediW enhancemenW)
Wo inYeVWoUV and lendeUV.



THE INTERNATIONAL FINANCE CORPORATION (IFC)

CUeaWed in JXl\ 1956, Whe IFC iV Whe pUiYaWe VecWoU aUm of Whe WoUld Bank GUoXp,
Zhich VhaUeV iWV miVVion Wo UedXce global poYeUW\. IW offeUV VolXWionV WhUoXgh fiUm-
leYel inWeUYenWionV, VXch aV inYeVWmenW VeUYiceV pUodXcW lineV like loanV, eTXiW\ inYeVW˦
menWV, WUade and commodiW\ finance, deUiYaWiYeV, VWUXcWXUed finance and blended
finance.

THE INTERNATIONAL CENTRE FOR SETTLEMENT OF INVESTMENT
DISPUTES (ICSID)

ICSID, eVWabliVhed in OcWobeU 1966, iV an aUbiWUaWion inVWiWXWion foU inWeUnaWional in˦
YeVWmenW legal diVpXWe UeVolXWion and conciliaWion beWZeen inWeUnaWional inYeVWoUV
and coXnWUieV.

FoU moUe infoUmaWion on Whe WeUmV aYailable fUom WheVe inVWiWXWionV, UefeU Wo TABLE ᤎ.

IDA Lending Facilities and Instruments in Whe ChapWeU ˯Multilateral and Bilateral
Financing˰.

The AfUican DeYelopmenW Bank GUoXp (AfDB GUoXp) compUiVeV WhUee enWiWieV: Whe
AfDB, Whe AfUican DeYelopmenW FXnd (ADF) and Whe NigeUian TUXVW FXnd (NTF).

THE AFRICAN DEVELOPMENT BANK

The AfDB, foXnded in 1963, iV an MDB WhaW aimV Wo UedXce poYeUW\ and impUoYe
economic condiWionV in AfUica. OUiginall\, onl\ AfUican coXnWUieV ZeUe peUmiWWed Wo
join Whe bank, bXW Vince 1982, membeUVhip haV been open Wo non-AfUican coXnWUieV
aV Zell. The AfDB pXUVXeV iWV miVVion b\ pUoYiding financing Wo AfUican goYeUnmenWV
and pUiYaWe companieV inYeVWing in Whe bank˭V Regional MembeU CoXnWUieV (RMCV)
foU pUojecWV and pUogUammeV e[pecWed Wo conWUibXWe Wo economic and Vocial deYelop˦
menW in AfUica.

THE AFRICAN DEVELOPMENT FUND

The ADF ZaV eVWabliVhed in 1972 and commenced opeUaWionV in 1974. The ADF
pUomoWeV economic and Vocial deYelopmenW in Whe 38 leaVW-deYeloped AfUican coXnW˧



UieV. Unlike Whe AfDB, Whe ADF pUoYideV fXnding on a conceVVional baViV foU pUojecWV
and pUogUammeV.

THE NIGERIAN TRUST FUND

The NTF, a Velf-VXVWaining, UeYolYing fXnd cUeaWed in 1976 b\ an agUeemenW beWZeen
Whe AfDB GUoXp and Whe NigeUian goYeUnmenW, pUoYideV conceVVional financing Wo
Whe AfDB˭V loZ-income RMCV in oUdeU Wo aVViVW WhoVe coXnWUieV in WheiU deYelopmenW
effoUWV.

MXlWilaWeUal inVWiWXWionV geneUall\ enjo\ pUefeUUed cUediWoU VWaWXV (PCS) oYeU all oWh˦
eU cUediWoUV. PCS, a de facto pUefeUence and noW a legal one, oUiginaWed in Whe conWe[W
of debW UeVWUXcWXUing b\ Whe PaUiV ClXb. GeneUall\, boWh official bilaWeUal and pUiYaWe
cUediWoUV agUee Wo e[clXde mXlWilaWeUal cUediWoUV fUom Whe UeVWUXcWXUing pUoceVV. ThiV
WUeaWmenW UeflecWV WheiU UecogniWion of mXlWilaWeUal financing aV a pXblic good.



A VoYeUeign (oU a VoYeUeign enWiW\) lending Wo anoWheU VoYeUeign iV conVideUed a bi˦
laWeUal official cUediWoU. The appUoYal of VXch loanV XVXall\ fiWV ZiWhin Whe bUoadeU
goYeUnmenW-Wo-goYeUnmenW UelaWionVhip, Zhich inclXdeV WUade, official deYelopmenW
aVViVWance, foUeign diUecW inYeVWmenWV and bUoadeU poliWical coopeUaWion. TheUefoUe,
debW manageUV need Wo keep in mind WheVe YaUioXV aVpecWV Zhen conVideUing Whe
WeUmV of official bilaWeUal loanV.

The gUanWing of bilaWeUal official loanV inYolYeV a Zide YaUieW\ of goYeUnmenW inVWiWX˦
WionV on Whe cUediWoU˭V Vide, inclXding pUeVidencieV, miniVWUieV of finance, miniVWUieV of
foUeign affaiUV, deYelopmenW, coopeUaWion and/oU commeUce, CenWUal BankV, naWional
deYelopmenW bankV, e[poUW cUediW agencieV and e[poUW-impoUW bankV, polic\ bankV
and VoYeUeign ZealWh fXndV.

TheVe goYeUnmenW agencieV haYe diffeUenW objecWiYeV, appUoacheV and incenWiYeV
Zhich WUanVlaWe inWo diffeUenW loan condiWionV Zhich aUe diVcXVVed fXUWheU in Whe
SecWion ˰T\peV of Financing .˱ UndeUVWanding Whe deciVion-making pUoceVV in VXch fi˦
nancingV iV eVVenWial giYen Whe inWUicacieV of goYeUnmenWal appUoYal of each official
bilaWeUal cUediWoU.

Finall\, iW iV impoUWanW Wo noWe WhaW Whe line beWZeen official and commeUcial cUediWoUV
haV become incUeaVingl\ blXUUed in UecenW \eaUV, eVpeciall\ UegaUding polic\ bankV
WhaW can be VWaWe-oZned bXW acW commeUciall\. SomeWimeV, Whe diVWincWion can eYen
appeaU beWZeen diffeUenW lending fXncWionV of a giYen enWiW\ WhaW mighW e[Wend Vome
of iWV loanV on behalf of a goYeUnmenW ˪  e.g., ZiWh diUecW bXdgeW VXbVidieV foU conceV˦
Vional loanV ˪  bXW haYe Whe UeVW of iWV opeUaWionV condXcWed commeUciall\.



PUiYaWe VecWoU cUediWoUV offeU an impoUWanW VoXUce of financing Wo VoYeUeign boUUoZ˦
eUV. HoZeYeU, Xnlike mXlWilaWeUal oU official bilaWeUal cUediWoUV, pUiYaWe VecWoU cUediWoUV
pUoYide fXndV Wo Whe VoYeUeign boUUoZeU on commeUcial WeUmV deWeUmined b\ maUkeW
foUceV. PUiYaWe VecWoU cUediWoUV can bUoadl\ be gUoXped XndeU commeUcial lendeUV and
bondholdeUV (domeVWic and e[WeUnal).

CommeUcial debW iV noW conceVVional oU polic\-baVed financing. IW iV pUoYided
WhUoXgh an aUUa\ of inVWUXmenWV foU Whe pXUpoVeV and on Whe WeUmV agUeed Xpon b\
negoWiaWion beWZeen Whe VoYeUeign debWoU and commeUcial lendeU.

BoWh domeVWic and foUeign lendeUV pUoYide commeUcial debW Wo VoYeUeignV. DomeVWic
commeUcial obligaWionV aUe W\picall\ goYeUned b\ Whe domeVWic laZ of Whe UeleYanW
VoYeUeign, Zhile foUeign commeUcial obligaWionV aUe W\picall\ goYeUned b\ EngliVh,
NeZ YoUk oU oWheU foUeign laZ. The choice of domeVWic oU foUeign laZ can haYe im˦
poUWanW legal conVeTXenceV.

DomeVWic commeUcial debW ma\ be pUoYided in Whe foUm of cUediWV e[Wended b\
bankV, penVion fXndV, aVVeW manageUV, inVWiWXWional inYeVWoUV oU (in Vome caVeV)
ZealWh\ indiYidXalV oU familieV UeVidenW in Whe coXnWU\. The e[Wended cUediW can be
denominaWed in domeVWic oU foUeign cXUUenc\, depending on Whe UeleYanW VoYeUeign˭V
e[change conWUol Uegime and oWheU ciUcXmVWanceV.

The VpecWUXm of foUeign commeUcial cUediWoUV Zho paUWicipaWe in debW financingV foU
VoYeUeign boUUoZeUV haV e[panded Wo inclXde a YaUieW\ of lendeUV. Lending ma\ be
pUoYided in Whe foUm of a cUediW e[Wended b\ a Vingle foUeign bank Wo Whe VoYeUeign (a
˰diUecW loan˱) oU b\ a V\ndicaWe of bankV (a ˰V\ndicaWed loan˱). ThiV iV conVideUed Wo



be UegXlaWed lending becaXVe iW iV gUanWed b\ UegXlaWed enWiWieV, i.e., commeUcial
bankV. One aVpecW of UegXlaWed lending iV Whe capiWal UeTXiUemenWV Uegime pXW in place
Wo miWigaWe Whe UiVk of failXUe of commeUcial bankV. ThiV Uegime ma\ make ceUWain
W\peV of loanV moUe e[penViYe and oneUoXV foU Whe UegXlaWed lendeU.

The coVWV and oWheU bXUdenV of capiWal UeTXiUemenWV haYe led Wo decUeaVed lending b\
UegXlaWed enWiWieV. UnUegXlaWed inVWiWXWional inYeVWoUV, VXch aV penVion fXndV, aVVeW
manageUV and pUiYaWe cUediW fXndV, haYe moYed Wo coYeU Whe demand foU finance.
TheVe inYeVWoUV lend diUecWl\ Wo VoYeUeignV, b\paVVing Whe UegXlaWed financial inVWiWX˦
WionV WhaW haYe hiVWoUicall\ inWeUmediaWed VXch faciliWieV. TheiU abiliW\ Wo offeU com˦
meUcial debW pUodXcWV moUe fle[ibl\ haV giYen Whem an adYanWage oYeU UegXlaWed
enWiWieV.

One of Whe neZ W\peV of lendeUV iV Uegional deYelopmenW finance inVWiWXWionV, Zhich
alVo pUoYide commeUcial lending; pleaVe Vee Whe bo[ ˰Regional Financial InVWiWXWionV˱
beloZ.

The Zidening of Whe maUkeW iV beneficial oYeUall, and a nXmbeU of WheVe neZ inYeVWoUV
aUe YalXable paUWneUV in Whe coXnWU\ ZheUe Whe boUUoZing iV made. AW Whe Vame Wime,
Vome neZ inYeVWoUV ma\ offeU VhoUW-Wo-mediXm WeUm financing ZiWh moUe oneUoXV
WeUmV and condiWionV (e.g., collaWeUal, TXaVi-collaWeUal, gXaUanWeeV, mXlWiple feeV, high˦
eU inWeUeVW UaWeV and YeU\ VenViWiYe defaXlW WUiggeUV). The need foU coXnWUieV Wo VcUXWi˦
niVe all offeUV, eVpeciall\ Whe XnVoliciWed oneV, iV eYen moUe impoUWanW. AppUopUiaWe
e[WeUnal adYiVoUV can aVViVW in idenWif\ing and e[plaining pUoYiVionV Zhich aUe oneU˦
oXV and can alVo aVViVW in Whe negoWiaWion ZiWh WheVe neZ inYeVWoUV.



IVlamic bankV, VomeWimeV called IVlamic finance oU ShaUi˭ah-complianW bankV, adheUe
Wo ShaUi˭ah (IVlamic laZ) pUincipleV, aV deVcUibed in moUe deWail in Whe ChapWeU ˯ Shar˥
iˬah Compliant Sovereign Debt˰. The\ feaWXUe heaYil\ in AfUican VoYeUeign financing.
E[ampleV of WheVe bankV inclXde Whe IVlamic DeYelopmenW Bank, Taj Bank and Jai]
Bank. TheVe mXlWi-pXUpoVe inVWiWXWionV peUfoUm Whe UoleV of commeUcial, inYeVWmenW
and deYelopmenW bankV.



The inWeUnaWional and domeVWic capiWal maUkeWV in AfUica aUe an impoUWanW VoXUce of
financing foU all VoYeUeignV. DebW VecXUiWieV iVVXed in Whe local maUkeW aUe XVXall\ de˦
nominaWed in local cXUUenc\ and goYeUned b\ local laZ. InWeUnaWional capiWal maUkeW
debW iV iVVXed in Whe foUm of EXUobondV. IW iV denominaWed in a haUd cXUUenc\ (i.e.,
CHF, EUR, GBP, JPY oU USD) and iV XVXall\ goYeUned b\ EngliVh oU NeZ YoUk laZ.
TheVe bondV can be pUiYaWel\ placed oU pXblicl\ offeUed Wo man\ inYeVWoUV. InYeVWoUV
haYe YeU\ diffeUenW inYeVWmenW mandaWeV and diYeUging fidXciaU\ dXWieV Wo obWain a
UeWXUn commenVXUaWe Wo WheiU UiVk.

The moVW common W\pe of inWeUnaWional inYeVWoUV aUe long-WeUm inYeVWoUV, ofWen Ue˦
feUUed Wo aV ˰Ueal mone\˱ inYeVWoUV. The\ inclXde mXWXal fXndV, penVion fXndV, inVXU˦
eUV, foUeign CenWUal BankV oU VoYeUeign ZealWh fXndV. Man\ of WheVe inYeVWoUV folloZ
Whe main fi[ed-income indiceV and do noW WUade bondV acWiYel\ on a dail\ baViV. The\
XVXall\ conVWiWXWe moVW of Whe allocaWion Zhen a coXnWU\ iVVXeV a bond. WiWh Vome
e[cepWionV, Vo faU, Ueal mone\ inYeVWoUV haYe bXilW liWWle e[poVXUe Wo local cXUUenc\
maUkeWV in AfUica, apaUW fUom Whe maUkeWV of Whe ConWinenW˭V biggeVW economieV.

Hedge fXndV/VpecialiVed diVWUeVVed inYeVWoUV look foU oppoUWXniWieV Wo bX\ VoYeUeign
debW VecXUiWieV aW diVcoXnWed pUiceV, in anWicipaWion of making a UeWXUn on WheiU inYeVW˦
menW Zhen Whe pUice of Whe debW VecXUiW\ VXbVeTXenWl\ impUoYeV. TheVe VecondaU\-
maUkeW inYeVWoUV pla\ an impoUWanW Uole in pUoYiding liTXidiW\ Wo maUkeW paUWicipanWV in
Whe VecondaU\ maUkeW. TheiU behaYioXU in Whe conWe[W of diVWUeVVed VoYeUeign UeVWUXc˦
WXUing WUanVacWionV can Uange fUom YeU\ coopeUaWiYe Wo highl\ XncoopeUaWiYe. SoYeUeign
boUUoZeUV mXVW XndeUVWand Whe moWiYaWionV and objecWiYeV of VecondaU\-maUkeW in˦
YeVWoUV, Zhich ma\ diffeU VXbVWanWiall\ fUom WhoVe of pUimaU\ maUkeW paUWicipanWV.



Some VpecialiVed hedge fXndV can focXV on local cXUUenc\ inYeVWmenWV in fUonWieU maU˦
keWV, ZheUe Whe\ can bXild VignificanW poViWionV.

AV VoYeUeignV conVideU iVVXing bondV Wo fXnd VXVWainable oU gUeen pUojecWV, Whe\ ma\
Veek Wo aWWUacW impacW inYeVWoUV. ImpacW inYeVWoUV diffeU fUom oWheU inYeVWmenW fXndV
in WhaW Whe\ aUe dUiYen noW onl\ b\ pUofiW bXW alVo b\ a deViUe Wo enacW poViWiYe change
in VocieW\ and Whe enYiUonmenW. The\ Veek oppoUWXniWieV Wo fXnd YenWXUeV WhaW ad˦
dUeVV pUeVVing global challengeV VXch aV poYeUW\, ineTXaliW\ oU climaWe change. B\ de˦
plo\ing capiWal VWUaWegicall\, impacW inYeVWoUV aim Wo caWal\Ve VXVWainable VolXWionV and
conWUibXWe Wo bXilding a moUe eTXiWable and enYiUonmenWall\ conVcioXV ZoUld.

Be\ond impacW inYeVWoUV, Zho Uemain limiWed in Vcale, mainVWUeam long-WeUm in˦
YeVWoUV aUe gUadXall\ incoUpoUaWing enYiUonmenWal, Vocial and goYeUnance (ESG)
conVideUaWionV inWo WheiU inYeVWmenW VWUaWegieV. DebW manageUV VhoXld moniWoU WhiV
WUend Wo enVXUe WhaW WheiU iVVXance VWUaWeg\ fiWV ZiWh Whe eYolYing demandV of WheiU in˦
YeVWoU baVe.

DomeVWic bankV aUe ofWen Whe main holdeUV of domeVWic debW inVWUXmenWV. TheiU be˦
haYioXU iV paUWl\ dUiYen b\ Whe UegXlaWoU\ enYiUonmenW, noWabl\ Whe UiVk ZeighWing of
goYeUnmenW bondV oU mandaWoU\ UeVeUYe UeTXiUemenWV. DomeVWic bankV can alVo
bXild VignificanW poViWionV in Whe goYeUnmenW˭V foUeign-cXUUenc\ debW inVWUXmenWV.
When holdingV of goYeUnmenW debW b\ domeVWic bankV become Woo VignificanW, WhiV
can cUoZd oXW cUediW Wo Whe pUiYaWe VecWoU and hampeU gUoZWh ˪ in e[WUeme caVeV
WhiV can eYen WhUeaWen financial VWabiliW\ WhUoXgh a VoYeUeign-bank doom loop.

DomeVWic mXWXal fXndV aUe VimilaU Wo Whe long-WeUm inYeVWoUV deVcUibed aboYe, and
WheiU appeWiWe foU goYeUnmenW debW Zill noWabl\ depend on Whe depWh of Whe maUkeW
and Whe aYailabiliW\ of oWheU inYeVWmenW oppoUWXniWieV. DomeVWic inVWiWXWional in˦
YeVWoUV inclXding penVion fXndV and inVXUance companieV geneUall\ behaYe VimilaUl\
XnleVV Whe\ aUe conWUolled b\ Whe VWaWe and WhXV conVWUained in WheiU inYeVWmenW
VWUaWegieV and foUced/incenWiYiVed Wo hold goYeUnmenW debW.



DiaVpoUa bondholdeUV aUe ciWi]enV of VoYeUeignV UeViding abUoad Zho inYeVW in bondV
iVVXed b\ WheiU home coXnWUieV, Vpecificall\ WaUgeWing Whe coXnWU\˭V diaVpoUa, Wo fXnd
deYelopmenW iniWiaWiYeV.







MXlWilaWeUal cUediWoUV and official bilaWeUal cUediWoUV offeU a Uange of inVWUXmenWV, XVX˦
all\ linked Wo an economic pUogUamme oU polic\ UefoUmV. BeloZ aUe Whe ValienW deWailV
of WheVe inVWUXmenWV, liVWed b\ Whe W\pe of cUediWoU pUoYiding Whe financing.

MXlWilaWeUal financing iV ofWen giYen ZiWhin Whe conWe[W of deYelopmenW oU oWheU poli˦
c\ objecWiYeV. The adYanWage of VXch financing iV WhaW Whe financial WeUmV aUe ˰conceV˦
Vional ,˱ meaning beloZ Whe maUkeW UaWe WhaW Whe boUUoZeU ZoXld UeceiYe fUom com˦
meUcial lendeUV (i.e., ZiWh a gUanW elemenW). DXe Wo Whe need foU VWUicW oYeUVighW and
compliance ZiWh enYiUonmenWal and Vocial pUoWecWionV, mXlWilaWeUal financing Ue˦
TXiUeV WhaW Whe VoYeUeign VXbmiWV Wo VignificanW diligence.

MDBV ZiWh boWh conceVVional and non-conceVVional ZindoZV haYe gUadXaWion poli˦
cieV Zhich deWeUmine Whe WeUmV of Whe loanV Whe\ ma\ pUoYide Wo a VoYeUeign. The
main cUiWeUion WUiggeUing Whe gUadXaWion pUoceVV iV gUoVV naWional income (GNI) peU
capiWa, ZiWh Whe Vame WhUeVholdV applied b\ Whe WoUld Bank and Whe AfDB.
GUadXaWion Wo non-conceVVional aVViVWance WakeV place onl\ Zhen Whe coXnWU\ iV aV˦
VeVVed aV being able Wo acceVV inWeUnaWional financial maUkeWV, a cUediWZoUWhineVV aV˦
VeVVmenW WhaW applieV Wo Whe WoUld Bank and Whe AfDB, alWhoXgh baVed on diffeUenW
cUiWeUia.

Financing fUom MDBV ofWen WakeV Whe foUm of (a) diUecW loanV Wo VoYeUeign and oWheU
pXblic VecWoU enWiWieV and (b) gXaUanWeeV Wo commeUcial lendeUV, eiWheU inWeUnaWional
oU ZiWhin Whe VoYeUeign˭V maUkeW, WhaW When, in WXUn, lend Wo Whe VoYeUeign oU a VXbna˦
Wional enWiW\.

AddiWionall\, MDB loanV can be diYided inWo bXdgeW VXppoUW and pUojecW loanV. ThiV
can haYe an impacW on Whe condiWionV aWWached Wo Whe loanV aV Zell aV on WheiU ac˦
coXnWing, inclXding in Whe conWe[W of inWeUnaWional financial VWaWiVWicV (e.g., Whe conWUi˦
bXWion Wo a financing gap in Whe conWe[W of an IMF-VXppoUWed pUogUamme).



The IMF haV a diffeUenW mandaWe Whan MDBV; Vpecificall\, iW inWendV Wo pUomoWe in˦
WeUnaWional moneWaU\ and financial VWabiliW\. IW pUoYideV financial aVViVWance Wo help iWV
membeU coXnWUieV addUeVV balance-of-pa\menW pUoblemV. IWV financing XVXall\ haV a
VhoUWeU maWXUiW\ Whan WhaW of MDBV and condiWionaliWieV Zill focXV on diffeUenW ob˦
jecWiYeV Whan deYelopmenW. The IMF alVo adminiVWeUV Whe PRGT Wo pUoYide conceV˦
Vional financing Wo LICV and Whe RST Zhich ZaV cUeaWed in 2022 Wo VXppoUW coXnWUieV
in addUeVVing Whe long-WeUm VWUXcWXUal UiVkV UelaWed Wo climaWe change and pandemic
pUepaUedneVV.

The IMF˭V YaUioXV financing inVWUXmenWV aUe WailoUed Wo addUeVV diffeUenW W\peV of
balance-of-pa\menWV pUoblemV. LICV ma\ boUUoZ on conceVVional WeUmV WhUoXgh fa˦
ciliWieV aYailable XndeU Whe PRGT. The E[Wended CUediW FaciliW\ iV Whe main Wool foU
pUoYiding mediXm-WeUm VXppoUW Wo loZ-income coXnWUieV facing pUoWUacWed balance-
of-pa\menWV pUoblemV. HiVWoUicall\, Whe SWandb\ AUUangemenWV haYe been Whe pUima˦
U\ VoXUce of aVViVWance Wo membeU coXnWUieV, Veeking Wo addUeVV VhoUW-WeUm balance-
of-pa\menWV pUoblemV foU emeUging and adYanced coXnWUieV in cUiViV. The IMF alVo
pUoYideV pUompW financial aVViVWance Wo an\ membeU facing an XUgenW balance of pa\˦
menWV needed XndeU Whe Rapid Financing InVWUXmenW and Whe Rapid CUediW FaciliW\.
The pUoYiVion of financing XndeU WheVe faciliWieV and inVWUXmenWV iV goYeUned b\ Whe
IMF˭V legal fUameZoUk and UeleYanW policieV inclXding acceVV, condiWionaliW\, debW
VXVWainabiliW\ and financing aVVXUanceV.



TABLE 1. IMF Financing FaciliWieV and InVWUXmenWV (SoXUce: IMF 2023: E[Wended CUediW
FaciliW\ FacWVheeW)



THE INTERNATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT (IBRD)

The IBRD offeUV loanV Wo middle-income coXnWUieV aW loZeU inWeUeVW UaWeV and Uepa\˦
menW peUiodV WhaW aUe longeU Whan WhoVe offeUed b\ commeUcial bankV. The loZeU coVW
of lending b\ Whe IBRD alloZV boUUoZeUV Wo pXUVXe pUojecWV oU pUogUammeV ZiWh an
economic deYelopmenW benefiW.

THE INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA)

The IDA pUoYideV loanV and gUanWV foU economic deYelopmenW pUogUammeV deVigned
on conceVVional WeUmV. IDA lending ma\ feaWXUe a loZ oU eYen ]eUo inWeUeVW UaWe and
Uepa\menW peUiodV of 30 Wo 38 \eaUV, inclXding a 5 Wo 10-\eaU Uepa\menW gUace peUi˦
od. IDA ma\ alVo pUoYide gUanWV Wo coXnWUieV aW higheU UiVk of debW diVWUeVV.

TABLE 2. IDA Lending FaciliWieV and InVWUXmenWV (SoXUce: The WoUld Bank 2023: IDA TeUmV
EffecWiYe aV of JanXaU\ 1, 2024)



THE AFRICAN DEVELOPMENT BANK

The AfDB pUoYideV loanV Wo AfUican boUUoZeUV on moUe faYoXUable WeUmV Whan com˦
meUcial lendeUV. TheVe loanV aUe caWegoUiVed aV eiWheU VoYeUeign-gXaUanWeed loanV
(SGLV) oU non-VoYeUeign-gXaUanWeed loanV (NSGLV). SGLV aUe loanV made eiWheU
(a) aW Whe VoYeUeign leYel oU (b) Wo pXblic VecWoU enWeUpUiVeV, all of Zhich aUe VXppoUW˦
ed b\ a coXnWeU-gXaUanWee fUom Whe VoYeUeign Wo Whe AfDB. NSGLV aUe loanV made ei˦
WheU (a) Wo pXblic VecWoU enWeUpUiVeV, ZiWhoXW Whe UeTXiUemenW of a VoYeUeign gXaUan˦
Wee b\ Whe hoVW goYeUnmenW oU (b) Wo pUiYaWe VecWoU enWeUpUiVeV, in each caVe pUoYided
WhaW Whe boUUoZeUV meeW Vpecific eligibiliW\ cUiWeUia.



TABLE 3. AfDB Lending FaciliWieV and InVWUXmenWV (SoXUce: AfUican DeYelopmenW Bank:
Financial PUodXcWV Handbook 2022-2023)



THE AFRICAN DEVELOPMENT FUND

Unlike Whe AfDB, Whe ADF pUoYideV fXnding on a conceVVional baViV foU pUojecWV and
pUogUammeV foU Whe pUomoWion of economic and Vocial deYelopmenW. The folloZing
iV a VXmmaU\ of WeUmV UelaWed Wo ADF loanV and lineV of cUediW.

TABLE 4. AfUican DeYelopmenW FXnd

THE NIGERIAN TRUST FUND

The NTF pUoYideV conceVVional financing Wo Whe AfDB˭V loZ-income RMCV in oUdeU
Wo aVViVW WhoVe coXnWUieV in WheiU deYelopmenW effoUWV. The NTF˭V UeVoXUceV can be
XWiliVed Wo pUoYide co-financing ZiWh Whe AfDB and Whe ADF. The NTF can alVo di˦
UecWl\ fXnd pXblic and pUiYaWe VecWoU acWiYiWieV. Of noWe, Xnlike AfDB UeVoXUceV, NTF
UeVoXUceV aUe allocaWed Wo pUojecWV, noW VoYeUeignV. PUopoValV UelaWed Wo Whe pooUeVW
ADF coXnWUieV, coXnWUieV ZiWh Vmall ADF allocaWionV and fUagile VWaWeV, aUe paUWicXlaU˦
l\ encoXUaged.

TABLE 5. NigeUian TUXVW FXnd



Official bilaWeUal financing inYolYeV lending fUom a VoYeUeign (oU a VoYeUeign enWiW\)
Wo anoWheU VoYeUeign. Depending on Whe coVW of financing, WhiV debW can be eiWheU (a)
conceVVional debW, alVo knoZn aV Official DeYelopmenW AVViVWance (ODA) oU (b)
non-conceVVional debW, Vimpl\ knoZn aV ˰non-ODA˱ debW. IncUeaVingl\, official bilaW˦
eUal cUediWoUV aUe inWeUeVWed in demonVWUaWing WhaW WheiU financing iV conWUibXWing Wo
Whe debWoU coXnWU\˭V meeWing Whe SDGV and paUWicXlaU deYelopmenW oXWcomeV, VXch
aV UeVilience Wo climaWe change.

MoVW deYeloped coXnWUieV haYe VpecialiVed e[poUW cUediW agencieV (ECAV). Some
pUominenW e[ampleV of ECAV aUe Whe China E[poUW-ImpoUW Bank (China EXIM),
Coface and BpifUance (FUance), HeUmeV (GeUman\), UK E[poUW Finance (UniWed
Kingdom), SACE (IWal\) and US E[poUW-ImpoUW Bank (US EXIM). FoUeign enWeU˦
pUiVeV Veeking Wo do bXVineVV in Whe VoYeUeign˭V WeUUiWoU\ oU ZiWh Whe VoYeUeign˭V na˦
WionalV ma\ geW VXppoUW fUom one oU moUe of Whe ECAV (oU oWheU e[poUW UiVk inVXU˦
ance) agencieV of WheiU oZn coXnWU\. LoanV WhaW aUe made ZiWh Whe ECA coYeU geneU˦
all\ haYe loZeU inWeUeVW UaWeV and longeU maWXUiWieV Whan can be pUoYided b\ pUiYaWe
lendeUV. Non-ODA debW ofWen aUiVeV WhUoXgh loanV beWZeen a goYeUnmenW agenc\ oU
SOE on Whe debWoU Vide and, on Whe cUediWoU Vide, a commeUcial paUWneU WhaW benefiWV
fUom a fXll oU paUWial gXaUanWee fUom WheiU Vpecific ECA. Once Whe gXaUanWee iV called,
Whe gXaUanWeed poUWion of Whe debW (W\picall\ 80%) becomeV a claim of Whe ECA and
WheUefoUe goYeUnmenW-Wo-goYeUnmenW debW.

The legal, opeUaWional and financial WeUmV offeUed b\ official bilaWeUal cUediWoUV can
YaU\ Zidel\. FoU inVWance, inWeUeVW UaWeV coXld Uange fUom deepl\ conceVVional Wo
commeUcial. SimilaUl\, Whe XVe of VecXUiW\, eVcUoZ accoXnWV oU collaWeUal Zill diffeU
baVed on Whe pUefeUenceV of Whe official bilaWeUal lendeU.



CommeUcial loanV can be claVVified in nXmeUoXV Za\V depending on Whe pXUpoVe foU
Zhich, and Whe peUVon Wo Zhom, Whe\ aUe pUoYided. In Whe conWe[W of VoYeUeign debW,
Whe moVW UeleYanW diVWincWion iV beWZeen diUecW loanV and mXlWipaUW\ loanV.

A diUecW loan inYolYeV a Vingle lendeU, VXch aV a commeUcial bank, and W\picall\ a Vin˦
gle boUUoZeU, VXch aV Whe VoYeUeign. ThiV W\pe of loan can be WailoUed foU a Vpecific
pXUpoVe, e.g., a VhoUW-WeUm bUidge loan beWZeen bond iVVXanceV oU long-WeUm financ˦
ing of an infUaVWUXcWXUe pUojecW. TheVe aUe almoVW alZa\V floaWing UaWe obligaWionV,
Zhich UeVXlW in flXcWXaWionV in pa\menWV dXe. SXch flXcWXaWionV can be miWigaWed
WhUoXgh a hedging VWUaWeg\ (foU addiWional infoUmaWion on hedging VWUaWegieV, pleaVe
Vee Whe ChapWeU ˯ Swaps˰).

MXlWi-paUW\ loanV aUe loanV beWZeen a boUUoZeU and WZo oU moUe lending enWiWieV. All
VXch loanV aUe ˰ V\ndicaWed loanV˱ oU ˰ clXb loanV .˱

SYNDICATED LOANS

˰S\ndicaWed loanV˱ aUe a foUm of financing offeUed b\ a gUoXp of lendeUV Wo a boUUoZeU
(oU boUUoZeUV). Like diUecW loanV, V\ndicaWed loanV can alVo be WailoUed foU a Vpecific
pXUpoVe. In WhiV VWUXcWXUe, a boUUoZeU Zill iniWiall\ ZoUk ZiWh one oU moUe commeUcial
bankV (Whe ˰aUUangeU(V)˱) Zho Zill aVViVW in pXWWing WogeWheU Whe V\ndicaWe of lending
bankV. The aUUangeU(V) Zill negoWiaWe Whe amoXnW, WeUmV and condiWionV (inclXding



goYeUning laZ) and Whe XVe of fXndV (pUojecW-UelaWed financing oU financing of a bXdgeW
deficiW, eWc.) ZiWh Whe boUUoZeU. TeUmV and condiWionV Zill UeflecW Whe aUUangeU˭V aVVeVV˦
menW boWh of Whe TXaliW\ of Whe boUUoZeU˭V cUediW UiVk and Whe pUeYailing maUkeW
condiWionV.

MembeUV of Whe V\ndicaWe Zill laWeU appoinW an agenW Zho Zill caUU\ oXW all of Whe
V\ndicaWe˭V adminiVWUaWiYe fXncWionV. Pa\menWV Wo and fUom Whe boUUoZeU Zill alVo be
adminiVWeUed b\ and, almoVW alZa\V, floZ WhUoXgh Whe agenW.

S\ndicaWed loanV aUe VomeZhaW moUe comple[ Whan diUecW loanV in oUdeU Wo addUeVV
inWUa-V\ndicaWe iVVXeV.

CLUB LOANS

A ˰clXb loan˱ (alVo knoZn aV a ˰conVoUWiXm loan˱) iV VimilaU Wo a V\ndicaWed loan in
foUm and VXbVWance. HoZeYeU, V\ndicaWed loanV aUe likel\ Wo haYe a laUgeU nXmbeU of
lendeUV Whan clXb loanV, ZiWh man\ of Whe paUWicipaWing lendeUV pUimaUil\ inWeUeVWed in
Whe \ield of Whe loan and ofWen lacking an eVWabliVhed UelaWionVhip ZiWh Whe VoYeUeign.
LendeUV XndeU clXb loanV ofWen haYe oU deYelop a cloVe UelaWionVhip ZiWh Whe VoY˦
eUeign. ClXb loanV W\picall\ aUe oUganiVed ZiWhoXW a foUmal aUUangeU and one of Whe
paUWicipaWing lendeUV Zill aVVXme Whe adminiVWUaWiYe fXncWionV of Whe faciliW\.

SUB-PARTICIPATIONS

LendeUV XndeU bilaWeUal commeUcial loanV oU V\ndicaWed loanV haYe Whe UighW Wo WUanV˦
feU WheiU paUWicipaWion Wo oWheU lendeUV. The WUanVfeU Wo anoWheU lendeU can be done ei˦
WheU (a) b\ bUinging in WhaW oWheU lendeU aV a paUWicipanW in Whe loan ZiWh a diUecW
conWUacWXal UelaWionVhip ZiWh Whe boUUoZeU oU (b) in a manneU ZheUe WhaW oWheU
lendeU VhaUeV in Whe fXnding and/oU UiVk of all oU paUW of Whe loan of Whe WUanVfeUUing
lendeU ZiWhoXW a diUecW conWUacWXal UelaWionVhip ZiWh Whe boUUoZeU. The laWWeU meWhod
iV knoZn aV ˰VXb-paUWicipaWion˱ and Whe lendeU Wo Zhom Whe WUanVfeUUing lendeU
WUanVfeUV Whe fXnding and/oU UiVkV iV a ˰ VXb-paUWicipanW .˱

DiUecW and V\ndicaWed loanV aUe W\picall\ gUanWed WhUoXgh faciliW\ agUeemenWV.



FaciliWieV can Wake man\ foUmV:

Loan faciliWieV can alVo alloZ dUaZingV in mXlWiple cXUUencieV, alWhoXgh iW iV likel\ WhaW
moVW debW manageUV Zill pUefeU Wo XVe Whe VpoW and VZap maUkeWV foU managing WheiU
cXUUenc\ commiWmenWV. Lending faciliWieV can be eiWheU VecXUed oU XnVecXUed. GiYen
Whe naWXUe of Whe VoYeUeign boUUoZeU, moVW VoYeUeign loanV aUe XnVecXUed. The pXU˦
poVe of VecXUed lending iV Wo giYe Whe lendeU acceVV Wo Whe pledged VecXUiW\ in caVe Whe
boUUoZeU failV Wo meeW iWV obligaWionV XndeU Whe loan (e.g., in Whe caVe of a defaXlW).
FoU moUe infoUmaWion, UefeU Wo Whe ChapWeU ˯ Secured Lending˰.

The loan docXmenW, called eiWheU Whe ˰ loan agUeemenW ,˱ ˰ cUediW agUeemenW˱ oU ˰ faciliW\
agUeemenW ,˱ VeWV oXW Whe conWUacWXal WeUmV and condiWionV XndeU Zhich a lendeU
agUeeV Wo lend mone\ Wo a boUUoZeU.

AlWhoXgh WheUe iV no VWandaUd foUm of conWUacW XVed foU all V\ndicaWed loanV, WheUe aUe
maUkeW gXidelineV and pUacWiceV Zhich aUe Zidel\ XVed. In EXUope, Whe Loan MaUkeW
AVVociaWion (LMA), foU e[ample, pXbliVheV VWandaUd foUm loan agUeemenWV and gXid˦
ance noWeV on V\ndicaWed loan WeUmV.

The ke\ pUoYiVionV of loan agUeemenWV inclXde:

Parties: The nameV of Whe paUWieV.

Facility amounts: The amoXnWV Whe lendeUV aUe commiWWing Wo lend.

ReYolYing faciliWieV WhaW alloZ a boUUoZeU Wo dUaZ, Uepa\ and When UedUaZ again.1.
TeUm faciliWieV alloZ Whe boUUoZeU Wo boUUoZ Vpecific VXmV foU a Vpecified peUiod
of Wime (Whe ˰ WeUm˱).

2.

SWandb\ faciliWieV WhaW keep Whe fXndV in UeVeUYe and alloZ Whe boUUoZeU Wo
ZiWhdUaZ Xpon VaWiVfacWion of pUe-deWeUmined condiWionV.

3.

LeWWeUV of cUediW/gXaUanWee faciliWieV ZheUe Whe VoYeUeign iV obligaWed Wo Uepa\
Whe faciliW\ lendeU if Whe leWWeU of cUediW/gXaUanWee iV called b\ a WhiUd paUW\.

4.



Availability period: The peUiod dXUing Zhich Whe boUUoZeU can aVk Whe lendeUV Wo
adYance Whe loan.

Conditions precedent: The condiWionV Zhich mXVW be VaWiVfied pUioU Wo Whe loan be˦
ing adYanced Wo Whe boUUoZeU.

Purpose of loan: The pXUpoVe foU Zhich Whe boUUoZed fXndV Zill be XVed.

Drawing mechanics: The mechanicV XndeU Zhich loanV mXVW be UeTXeVWed and ad˦
Yanced (WimeV of UeTXeVW and pa\menW, minimXm amoXnWV UeTXeVWed, eWc).

Repayment terms: The daWe(V) on Zhich Whe loan iV Wo be Uepaid (˰maWXUiW\ daWe˱)
and, if in inVWalmenWV, Whe amoXnWV of VXch amoUWiVaWion (Uepa\menW) inVWalmenWV.

Early voluntary prepayment: The condiWionV and mechanicV XndeU Zhich Whe boU˦
UoZeU can Uepa\ all oU paUW of Whe loan ahead of iWV maWXUiW\ daWe. EaUl\ pUepa\menWV
ma\ caUU\ Whe pa\menW of ˰ bUeak˱ fXnding coVWV oU feeV Wo Whe lendeUV.

Early mandatory prepayment: The eYenWV WhaW enWiWle Whe lendeUV Wo UeTXiUe Whe boU˦
UoZeU Wo pUepa\ all oU paUW of Whe loan ahead of iWV maWXUiW\ daWe. TheVe eYenWV aUe no-
faXlW eaUl\ WeUminaWion pUoYiVionV and boWh Whe\ and WheiU inWeUpla\ ZiWh Whe boUUoZ˦
eU˭V Uemaining conWUacWXal WeUmV in oWheU debW inVWUXmenWV mXVW be Zell XndeUVWood.

Interest: CalcXlaWion of inWeUeVW (almoVW alZa\V baVed on floaWing inWeUeVW baVe UaWe Ue˦
flecWing Whe lendeUV˭ coVW of fXndV, commonl\ b\ UefeUence Wo an accepWed baVe UaWe VXch
aV SONIA oU SOFR), plXV a maUgin, inWeUeVW peUiodV (W\picall\ one, WhUee and Vi[
monWhV) and defaXlW inWeUeVW. InWeUeVW iV calcXlaWed eiWheU on a 360-da\ \eaU baViV (XVX˦
all\ foU EXUo oU US dollaU financing) oU a 365-da\ \eaU baViV (foU SWeUling financing).

Increased costs provision: ThiV pUoYiVion iV W\picall\ inclXded in a loan agUeemenW
aV a W\pe of ˰UiVk allocaWion pUoYiVion˱ Wo pUoWecW Whe lendeU in Whe caVe of an incUeaVe
in Whe coVW of lending caXVed, foU e[ample, b\ a UegXlaWoU\ change.

Amendments and waivers: ThiV pUoYiVion alloZV a TXalified majoUiW\ of lendeUV in a
V\ndicaWed faciliW\ oU clXb loan Wo agUee Wo ceUWain changeV Wo non-financial WeUmV in Whe
loan and Wo ZaiYe bUeacheV of coYenanW and eYenWV of defaXlW in Whe loan agUeemenW.
NoWe WhaW in almoVW all loan agUeemenWV iW iV noW poVVible Wo VecXUe amendmenWV Wo fi˦
nancial and oWheU ke\ commeUcial WeUmV ZiWhoXW Whe conVenW of each affecWed lendeU.

Representations and warranties given by borrower: TheVe aUe Whe VWaWemenWV
made b\ Whe boUUoZeU conceUning iWV legal VWaWXV, aXWhoUiVaWion, financial condiWion,
oWheU debW leYelV, diVpXWeV, aV Zell aV oWheU facWXal maWWeUV Zhich aUe of cUediW inWeUeVW



Wo Whe lendeUV. IncoUUecW UepUeVenWaWionV oU bUeacheV of ZaUUanWieV conVWiWXWe an
eYenW of defaXlW XndeU Whe loan conWUacW.

Pari passu: The pari passu claXVe iV a UepUeVenWaWion and an XndeUWaking WhaW holdeUV
of Whe loan Uank and Zill aW all WimeV Uank eTXall\ (pari passu, a LaWin phUaVe meaning
˰on eTXal fooWing˱) ZiWh holdeUV of oWheU XnVecXUed and XnVXboUdinaWed debW obliga˦
WionV of Whe iVVXeU.

Undertakings/Covenants: Loan agUeemenWV inclXde WhUee W\peV of
XndeUWakingV/coYenanWV ˪  affiUmaWiYe, negaWiYe and financial:

Sovereign immunity: WaiYeUV of VoYeUeign immXniW\ inclXde ZaiYeU of Whe immX˦
niW\ fUom VXiW (liWigaWion oU aUbiWUaWion) and ZaiYeU of immXniW\ fUom enfoUcemenW
of aWWachmenW/foUeign aZaUdV oYeU Whe VoYeUeign˭V commeUcial aVVeWV.

Governing law: ThiV iV Whe laZ goYeUning Whe inWeUpUeWaWion of Whe loan agUeemenW.
InWeUnaWional lendeUV Zill XVXall\ aVk foU EngliVh oU NeZ YoUk laZ.

Jurisdiction: ThiV VpecifieV Whe W\pe and place of Whe foUXm ZheUe diVpXWeV Zill be
adjXdicaWed. The diVpXWe foUXm XVXall\ folloZV Whe goYeUning laZ, Vo iW Zill be
EngliVh oU NeZ YoUk coXUWV, oU YeU\ commonl\ aUbiWUal WUibXnalV, eVpeciall\ WhoVe in
laUge financial cenWUeV, baVed Xpon impaUWialiW\ and maUkeW pUacWice conVideUaWionV.

Events of default: TheVe aUe Whe eYenWV WhaW enWiWle Whe lendeUV Wo Veek eaUl\ Uepa\˦
menW and cancel an\ XndUaZn commiWmenWV. The moVW common eYenWV of defaXlW aUe
VeW oXW in Whe bo[ beloZ. Like Whe oWheU pUoYiVionV of Whe loan agUeemenW, Whe\ Zill

An affiUmaWiYe XndeUWaking/coYenanW iV a pUomiVe to do VomeWhing XndeU Whe
loan agUeemenW. An e[ample iV Whe pUomiVe Wo obWain and mainWain all
aXWhoUiVaWionV UeTXiUed foU Whe YalidiW\ of Whe loan agUeemenW.

1.

A negaWiYe XndeUWaking/coYenanW iV a pUomiVe not to do VomeWhing. An e[ample
iV Whe ˰negaWiYe pledge ,˱ a pUomiVe noW Wo cUeaWe oU alloZ VecXUiW\ (oU
eTXiYalenW) oYeU Whe boUUoZeU˭V aVVeWV in faYoXU of WhiUd-paUW\ cUediWoUV. OWheU
negaWiYe coYenanWV (Zhich, hoZeYeU, aUe Xnlikel\ Wo be UeleYanW in Whe conWe[W of
VoYeUeign loanV) aUe UeVWUicWionV on Whe pa\menW of diYidendV/diVWUibXWionV, Whe
diVpoVal of aVVeWV, Whe incXUUence of financial indebWedneVV, Whe gUanWing of
VecXUiW\ oYeU aVVeWV, eWc.

2.

Financial coYenanWV aUe noW common in VoYeUeign loanV. When pUeVenW in loan
agUeemenWV, financial coYenanWV Veek Wo enVXUe WhaW Whe boUUoZeU iV mainWaining
oU aWWaining ceUWain financial WaUgeWV.

3.



need Wo be conVideUed caUefXll\, eVpeciall\ Whe cUoVV-defaXlW/acceleUaWion claXVe Zhich
inWeUconnecWV all of Whe VoYeUeign˭V debW. In paUWicXlaU, Whe definiWion of Whe peUimeWeU
of Whe debW Zhich cUoVV-defaXlWV/acceleUaWeV a loan (oU indeed an\ oWheU debW), Zill
UeTXiUe caUefXl aWWenWion.

SoYeUeign (oU moUe coUUecWl\ ˰VWaWe˱) immXniW\ iV an inWeUnaWional laZ docWUine ac˦
coUding Wo Zhich a VoYeUeign cannoW be VXbjecWed ZiWhoXW iWV appUoYal Wo Whe jXUiVdic˦
Wion of anoWheU VoYeUeign. IW coYeUV immXniW\ fUom (a) jXUiVdicWion Wo heaU diVpXWeV,
(b) jXUiVdicWion Wo UecogniVe foUeign jXdgmenWV/aZaUdV, and (c) enfoUcemenW and e[˦
ecXWion of jXdgmenWV/aZaUdV. AV Whe docWUine iV one of inWeUnaWional laZ, hoZ iW iV
applied Zill depend on hoZ each VoYeUeign coXnWU\ and iWV coXUWV haYe choVen Wo ap˦
pl\ iW. Some coXnWUieV appl\ Whe docWUine in an abVolXWe Za\ ZiWhoXW e[cepWionV.
Some oWheU coXnWUieV and jXUiVdicWionV (inclXding Whe US and UK) appl\ Whe docW˧



Uine in a UeVWUicWiYe Za\ and Zill noW, in moVW ciUcXmVWanceV, alloZ immXniW\ Wo pUo˦
WecW anoWheU VoYeUeign foU iWV commeUcial acWV oU in UeVpecW of iWV commeUcial aVVeWV.

In Whe conWe[W of UaiVing debW, VoYeUeign boUUoZeUV Zill almoVW alZa\V be aVked Wo
ZaiYe WheiU UighWV Wo inYoke an\ W\pe of immXniW\ in UeVpecW of pUoceedingV UelaWing
Wo WheiU debW obligaWionV and Wo e[pUeVVl\ confiUm WhaW WheVe acWV aUe commeUcial. The
Vcope of WhiV ZaiYeU can be negoWiaWed, ZiWhin limiWV.

SoYeUeign (oU ˰ VWaWe˱) immXniW\ iV a highl\ Wechnical and comple[ legal Wopic and po˦
WenWiall\ inYolYeV a nXmbeU of diffeUenW jXUiVdicWionV. EYen if VoYeUeign immXniW\ iV
noW conWUacWXall\ ZaiYed, enfoUcemenW ma\ VWill be poVVible if Whe compeWenW coXUWV
deWeUmine WhaW Whe aVVeWV aUe Whe pUopeUW\ of Whe VoYeUeign, bXW aUe held WhUoXgh an
inWeUmediaU\.

Seeking pUopeU legal adYice UegaUding Whe Vcope and implicaWionV of ZaiYeUV of VoY˦
eUeign immXniW\ iV cUiWical Wo VoYeUeign boUUoZeUV Wo miWigaWe poWenWial UiVkV.

No debW UaiVing iV poVVible ZiWhoXW conVideUaWion of a hoVW of legal UegimeV on Vanc˦
WionV, anWi-coUUXpWion, anWi-bUibeU\, anWi-mone\ laXndeUing and anWi-WeUUoUiVW
financing.

Financial and WUade VancWionV aUe XVed b\ inWeUnaWional oUganiVaWionV and goYeUn˦
menW bodieV Wo diVcoXUage UegimeV oU indiYidXalV fUom acWing in Za\V geneUall\ con˦
demned b\ Whe inWeUnaWional commXniW\ oU indiYidXal naWionV b\ meanV of pUohibiW˦
ing ceUWain WUanVacWionV. SancWionV ma\ Wake Whe foUm of WaUgeWed financial UeVWUic˦
WionV, VXch aV aVVeW fUee]ing oU ˰blocking˱ UegimeV, and/oU moUe compUehenViYe e[˦
poUW/impoUW conWUolV on goodV, Wechnolog\ and VeUYiceV VXch aV embaUgoeV on com˦
meUcial WUade acWiYiW\ and WUanVpoUW. SancWionV can WaUgeW eiWheU Vpecified indiYidXalV
and enWiWieV, indXVWU\ VecWoUV oU enWiUe coXnWUieV.

SancWionV laZ iV diVWincW fUom anWi-coUUXpWion, anWi-bUibeU\, anWi-mone\ laXndeUing and
anWi-WeUUoUiVW financing laZV. TheVe laZV WaUgeW caWegoUieV of XnlaZfXl behaYioXU b\
pUeVcUibing Vpecific acWV of coUUXpWion, bUibeU\, mone\ laXndeUing and WeUUoUiVW



financing each aV defined in Whe UeleYanW laZV of each of Whe inWeUnaWional oUganiVaWionV
and goYeUnmenW bodieV pUomXlgaWing WheVe laZV aV Zell aV inWeUnaWional VWandaUdV.

The Za\ all WheVe laZV aUe enfoUced iV WhUoXgh penalWieV, noW onl\ on Whe peUVonV en˦
gaging in Whe pUoVcUibed acWiYiW\ bXW alVo on a nXmbeU of oWheUV Zho aUe conVideUed
faciliWaWoUV, enableUV oU inWeUmediaUieV. InWeUnaWional inVWiWXWionV pUoYiding oU aUUang˦
ing finance Wo VoYeUeignV Zill almoVW alZa\V be VXbjecW Wo a nXmbeU of VXch legal
UegimeV and Zill WheUefoUe ZanW Wo enVXUe WhaW Whe\ do noW bUeach an\ of WheiU pUoYi˦
VionV. The\ Zill do WhiV WhUoXgh WheiU oZn diligence inYeVWigaWionV and Ueliance on
Whe VoYeUeign˭V UepUeVenWaWionV and ongoing XndeUWakingV. TheiU focXV Zill noW be
Volel\ on Whe Vpecific WUanVacWion bXW on Whe laZV of Whe VoYeUeign, Whe Za\ WheVe laZV
aUe implemenWed and Whe ongoing commiWmenW of Whe VoYeUeign Wo paUWicipaWe in ef˦
foUWV Wo eliminaWe an\ VXch XnlaZfXl acWiYiW\. If WheVe inVWiWXWionV aUe noW VaWiVfied,
Whe\ aUe Xnlikel\ Wo aVViVW Whe VoYeUeign in Whe UaiVing of iWV financeV. ThiV in WXUn
makeV Whe oYeUall effoUWV of Whe debW manageU Wo UaiVe and manage Whe financeV of Whe
VoYeUeign moUe difficXlW and pUobabl\ moUe e[penViYe.

Blended finance UefeUV Wo Whe VWUaWegic XVe of pXblic, pUiYaWe and philanWhUopic capiWal
Wo miWigaWe UiVkV and Wo caWal\Ve pUiYaWe VecWoU inYeVWmenWV in aUeaV VXch aV UeneZable
eneUg\, infUaVWUXcWXUe, healWhcaUe, edXcaWion and agUicXlWXUe, WheUeb\ acceleUaWing
pUogUeVV WoZaUdV Whe SDGV.

Blended finance mechaniVmV ma\ inclXde gXaUanWeeV, gUanWV, conceVVional loanV, eT˦
XiW\ inYeVWmenWV oU oWheU innoYaWiYe financial inVWUXmenWV Wo aWWUacW pUiYaWe VecWoU
paUWicipaWion in pUojecWV WhaW ma\ oWheUZiVe be deemed Woo UiVk\ oU financiall\
XnaWWUacWiYe.

EffecWiYel\ deplo\ing blended finance UeTXiUeV VWUong paUWneUVhipV beWZeen goYeUn˦
menWV, deYelopmenW finance inVWiWXWionV, mXlWilaWeUal oUganiVaWionV, philanWhUopic en˦
WiWieV and pUiYaWe VecWoU inYeVWoUV Wo enVXUe alignmenW of inWeUeVWV, WUanVpaUenc\, ac˦
coXnWabiliW\ and meaVXUable impacW.



BondV aUe WUadable debW VecXUiWieV, ofWen liVWed on one oU moUe domeVWic oU in˦
WeUnaWional VWock e[changeV. BondV offeU VoYeUeign boUUoZeUV an alWeUnaWiYe financ˦
ing opWion Wo loanV and Whe poVVibiliW\ of Ueaching a bUoadeU XniYeUVe of pUoVpecWiYe
inYeVWoUV. InYeVWoUV in bondV pUoYide financing Wo Whe iVVXeU foU a fi[ed peUiod of
Wime. In UeWXUn, inYeVWoUV e[pecW Wo UeceiYe an inWeUeVW pa\menW, XVXall\ calcXlaWed b\
UefeUence Wo a fi[ed ˰ coXpon˱ (a Vpecified peUcenWage) of Whe face YalXe of Whe amoXnW
of Whe bond. Repa\menW of Whe pUincipal of Whe bond occXUV eiWheU Xpon maWXUiW\ in a
Vingle pa\menW (alVo knoZn aV ˰bXlleW˱ pa\menW) oU pXUVXanW Wo an agUeed amoUWiVa˦
Wion VchedXle.

When bondV aUe iVVXed, Whe\ can be pUiYaWel\ oU pXblicl\ offeUed Wo inYeVWoUV. If Whe\
aUe offeUed Wo a limiWed gUoXp of inYeVWoUV, WhiV iV UefeUUed Wo aV a ˰pUiYaWe placemenW .˱
If Whe\ aUe pXblicl\ offeUed, WhiV iV UefeUUed Wo aV a ˰pUimaU\ maUkeW˱ iVVXe. Once Whe
bondV haYe been iVVXed and allocaWed Wo inYeVWoUV, an\ VXbVeTXenW WUading Zill Wake
place in ZhaW iV knoZn aV Whe ˰VecondaU\ maUkeW .˱ Pa\menW cleaUance and VeWWlemenW
of VecondaU\ maUkeW WUading iV compleWed Yia inWeUnaWional cleaUing V\VWemV VXch aV
EXUocleaU, CleaUVWUeam and (in Whe caVe of bondV Vold Yia RXle 144A) DTC.

BondV can Wake man\ foUmV. EXUobondV, foU e[ample, ZeUe oUiginall\ defined aV
bondV iVVXed oXWVide Whe domeVWic maUkeW of Whe cXUUenc\ in Zhich Whe\ ZeUe de˦
nominaWed. The XVe of Whe WeUm haV bUoadened Wo encompaVV inWeUnaWional iVVXanceV
geneUall\ and Vo iWV cXUUenW definiWion iV WhaW of an iVVXance in a cXUUenc\ oWheU Whan
WhaW of Whe iVVXeU.

Bond VWUXcWXUeV conWinXe Wo eYolYe Wo alloZ iVVXeUV Wo Ueach an eYen moUe diYeUVe in˦
YeVWoU XniYeUVe and achieYe Vpecific VoYeUeign objecWiYeV. E[ampleV inclXde:



Commodity-linked bonds: BondV ZhoVe YalXe iV diUecWl\ Wied Wo Whe pUice of a Vpec˦
ified commodiW\.

Inflation-linked bonds: BondV Zhich Zill pUoWecW Whe inYeVWoUV againVW Whe UiVk of
gUeaWeU-Whan-pUedicWed inflaWion eUoding WheiU inYeVWmenW UeWXUnV.

Green bonds: BondV ZheUe Whe XVe of pUoceedV iV Vpecificall\ eaUmaUked Wo finance
oU Uefinance pUojecWV ZiWh enYiUonmenWal benefiWV, VXch aV UeneZable eneUg\, eneUg\
efficienc\, VXVWainable agUicXlWXUe oU clean WUanVpoUWaWion.

Blue bonds: BondV ZheUe Whe XVe of pUoceedV iV Wo finance pUojecWV focXVed on Whe
conVeUYaWion and VXVWainable XVe of maUine UeVoXUceV, inclXding iniWiaWiYeV UelaWed Wo
ocean healWh, maUine biodiYeUViW\ and coaVWal UeVilience.

Social bonds: BondV WhaW aUe iVVXed Wo UaiVe fXndV eaUmaUked foU pUojecWV oU pUo˦
gUammeV WhaW addUeVV oU miWigaWe Vocial iVVXeV, VXch aV healWhcaUe, edXcaWion, affoUd˦
able hoXVing oU commXniW\ deYelopmenW.

Sustainable bonds: BondV aiming Wo finance pUojecWV WhaW geneUaWe poViWiYe enYiUon˦
menWal and Vocial impacWV Zhile alVo conWUibXWing Wo bUoadeU VXVWainabiliW\ objecWiYeV
VXch aV VXVWainable deYelopmenW goalV.

Sustainability-linked bonds (SLBs): BondV WhaW Wie ceUWain financial WeUmV, VXch aV
inWeUeVW UaWeV oU pUincipal pa\menWV, Wo Whe iVVXeU achieYing pUe-deWeUmined VXVWain˦
abiliW\ WaUgeWV, encoXUaging Whe iVVXeU Wo impUoYe WheiU enYiUonmenWal, Vocial oU goY˦
eUnance peUfoUmance oYeU Wime, aV meaVXUed b\ pUe-agUeed ke\ peUfoUmance
indicaWoUV.

SeYeUal facWoUV haYe a diUecW impacW on Whe pUicing of bondV, inclXding:

CREDIT RISK

The pUice of a bond in boWh Whe pUimaU\ and VecondaU\ maUkeWV dependV on Whe peU˦
ceiYed cUediW UiVk of Whe iVVXeU. If Whe maUkeW belieYeV WhaW Whe iVVXeU Zill haYe Whe ca˦
paciW\ and ZillingneVV Wo pa\ iWV obligaWionV in fXll and on Wime oYeU Whe WeUm of Whe
bond, Whe maUkeW pUice of Whe bond Zill UeflecW WhiV confidence. ConYeUVel\, if Whe
maUkeW belieYeV WhaW Whe iVVXeU ma\ haYe difficXlW\ (foU ZhaWeYeU UeaVon) meeWing iWV
obligaWionV oYeU Whe WeUm of Whe bond, Whe maUkeW Zill demand a higheU UeWXUn foU



WhaW UiVk. PeUcepWionV of cUediW UiVk Zill YaU\ oYeU Whe WeUm of Whe bond. SXch changeV
in peUcepWion, WogeWheU ZiWh maUkeW moYemenWV in Whe baVe UaWe of Whe cXUUenc\ of
Whe bond, Zill affecW Whe \ield of Whe bond, WhUoXgh changeV in Whe WUading pUice of Whe
bond oYeU oU beloZ iWV face (paU) YalXe.

MATURITY

In addiWion Wo Whe peUceiYed cUediW UiVk of Whe iVVXeU, aV deVcUibed aboYe, Whe maWXUiW\
of Whe bond, i.e., Whe dXUaWion of Wime befoUe Whe bond iVVXeU mXVW Uepa\ Whe pUincipal,
iV alVo VignificanW. InYeVWoUV geneUall\ demand a higheU UeWXUn if Whe\ aUe holding Whe
bond oYeU a longeU peUiod of Wime becaXVe Whe\ Zill be e[poVed Wo a poWenWial cUediW
UiVk foU longeU. An inYeUWed \ield cXUYe ma\ indicaWe debW Uepa\menW difficXlWieV in
Whe neaU fXWXUe.

INTEREST RATE

The inWeUeVW UaWe on Whe bond Zill be deWeUmined aW iVVXance baVed on Whe peUceiYed
cUediW UiVk of Whe iVVXeU, Whe pUeYailing bank lending UaWe and Whe e[pecWed inflaWion
oYeU Whe WeUm of Whe bond aW Whe Wime of Whe iVVXance. The inWeUeVW UaWe on a bond can
be fi[ed, floaWing oU inde[ed.

The nominal inWeUeVW UaWe paid on Whe nominal amoXnW of a bond iV called iWV
˰coXpon .˱ IW haV Wo be diVWingXiVhed fUom Whe effecWiYe inWeUeVW UaWe on Whe bond, called
˰\ield ,˱ Zhich iV calcXlaWed b\ UefeUence Wo Whe WUading pUice of Whe bond (aW an\ Wime
aboYe oU beloZ paU), iWV maWXUiW\ and iWV coXpon. FoU e[ample, if a bond haV a USD
100 pUincipal YalXe, a Uemaining maWXUiW\ of one \eaU and a 3% coXpon, bXW iV cXU˦
UenWl\ WUading foU USD 90, When Whe cXUUenW \ield iV 3.33% (coXpon/cXUUenW pUice,
Zhich iV higheU Whan Whe coXpon UaWe). AV a UeVXlW, eYen WhoXgh Whe bond haV a fi[ed
coXpon UaWe, Whe cXUUenW \ield Zill flXcWXaWe aV Whe bond pUice changeV oYeU Wime.

Some bondV aUe iVVXed ZiWhoXW an\ coXpon (called ˰]eUo coXpon˱ bondV). The\ aUe
iVVXed aW a diVcoXnW Wo WheiU face YalXe, Wo compenVaWe foU Whe lack of inWeUeVW pa\˦
menWV. FoU e[ample, a VhoUW-WeUm papeU ZiWh a nine-monWh maWXUiW\ (e.g., a US
TUeaVXU\ Bill) WhaW inclXdeV a pUomiVe Wo Uepa\ Whe bill holdeU USD 1,000 in nine
monWhV, ma\ be Vold foU USD 975, Zhich UeVXlWV in an effecWiYe UeWXUn UaWe of 2.5% if
Whe bill iV held XnWil maWXUiW\.



BOND PRICES OVER TIME

AV bond pUiceV change conWinXall\ WhankV Wo WheiU ongoing WUading on VecondaU\
maUkeWV, bond pUice WUendV can YaU\ oYeU Wime, depending on, foU e[ample, VhifWing
inYeVWoU peUcepWionV of iVVXeU cUediWZoUWhineVV, flXcWXaWionV in global inWeUeVW UaWeV
and compeWing inYeVWmenWV. In e[WUeme caVeV, bond pUice YolaWiliW\ can be VignificanW.
FoU e[ample, a bond WhaW ZaV oUiginall\ iVVXed aW paU aW USD 100 ma\ end Xp being
diVcoXnWed aV loZ aV USD 5 if inYeVWoUV belieYe WhaW WheUe iV YiUWXall\ no likelihood of
Uepa\menW. The UeYeUVe iV alVo WUXe, aV a bond pUice ma\ UiVe if inYeVWoU confidence in
Whe iVVXeU haV incUeaVed.

Man\ of Whe conWUacWXal pUoYiVionV of commeUcial loanV aUe alVo common Wo bondV
(i.e., pa\menW, negaWiYe pledge, Whe eYenW of defaXlW, VoYeUeign immXniW\ and goYeUn˦
ing laZ and jXUiVdicWion). The folloZing pUoYiVionV aUe noWeZoUWh\:

PARI PASSU

ThiV claXVe, aV deVcUibed aboYe in Whe ChapWeU ˯ Commercial Loans˰, ZaV aW Whe heaUW of
long and conWUoYeUVial liWigaWion befoUe Whe NeZ YoUk coXUWV. The diVpXWe cenWUed on
Whe inWeUpUeWaWion and applicaWion of Whe claXVe (aV ZUiWWen in Whe AUgenWine bondV)
conceUning Whe Uanking of cUediWoUV ZaV XlWimaWel\ UeVolYed. To aYoid an\ fXWXUe de˦
baWe and confXVion, Whe InWeUnaWional CapiWal MaUkeWV AVVociaWion (ICMA) haV pXb˦
liVhed a WemplaWe of WhiV claXVe Zhich UefeUV Wo Uanking and e[pliciWl\ e[clXdeV UaWe˦
able pa\menWV. IW haV become Whe maUkeW VWandaUd and VoYeUeign debW manageUV aUe
adYiVed Wo folloZ Whe ICMA gXidance.

COLLECTIVE ACTION CLAUSES

The WUadeable naWXUe of bondV meanV WhaW an\ Vingle bond VeUieV haV a diVpaUaWe and
anon\moXV inYeVWoU commXniW\. The VoYeUeign knoZV Whe lendeUV in a loan agUee˦
menW, ZheUeaV iW doeV noW knoZ Whe idenWiW\ of Whe oZneUV of iWV pXblicl\-iVVXed debW
VecXUiWieV. ThiV meanV WhaW Whe inWeUacWion of Whe VoYeUeign and iWV cUediWoUV Wo agUee
Wo amendmenWV Wo Whe bondV haV Wo be done moUe foUmall\, aV pUeVcUibed in Whe WeUmV
and condiWionV WhemVelYeV.



AW Whe coUe of Whe amendmenW mechaniVm of bondV aUe Whe collecWiYe acWion claXVeV
(CACV). TheVe pUoYiVionV alloZ Whe VoYeUeign iVVXeU Wo pUopoVe changeV Wo iWV bond˦
holdeUV, Zho aUe When able Wo YoWe on Whem. ChangeV UelaWing Wo an\ of Whe WeUmV and
condiWionV can become effecWiYe and bind all Whe bondholdeUV if accepWed b\ Whe con˦
WUacWXall\-defined bondholdeU majoUiW\.

CACV haYe e[iVWed in EngliVh-laZ-goYeUned conWUacWV Vince Whe middle of Whe 19Wh
cenWXU\. FoU hiVWoUical UeaVonV, Whe\ had noW been common in NeZ YoUk-laZ-goY˦
eUned bondV XnWil UecenWl\. The laWeVW VXch CACV, aV VeW oXW in ICMA˭V model ZoUd˦
ing, offeU a menX of YoWing pUocedXUeV, inclXding alloZing Whe VoYeUeign iVVXeU Wo aVk
all iWV bondholdeUV (oU an\ gUoXp among Whem) acUoVV VeUieV Wo YoWe on changeV Wo
WheiU bondV aV a Zhole. The enhanced CACV make iW eaVieU Wo effecW global amend˦
menWV Wo a VoYeUeign˭V bondV, inclXding amendmenWV on ke\ WeUmV VXch aV maWXUiW\
daWe, leYel of coXpon and nominal amoXnW Uepaid.

DEBT PAUSE CLAUSES

AlWhoXgh noW \eW commonplace, debW paXVe claXVeV aUe conWUacWXal pUoYiVionV WhaW
pUoYide aXWomaWic VWabiliVeUV in Whe eYenW of a pUedefined e[ogenoXV Vhock Wo Whe
coXnWU\, VXch aV a naWXUal diVaVWeU/climaWe eYenW oU pandemic. IW alloZV a VoYeUeign
boUUoZeU Wo VXVpend pUincipal and/oU inWeUeVW pa\menWV folloZing Whe WUiggeU eYenW
defined in Whe debW docXmenW. The abiliW\ Wo VXVpend debW VeUYice foU a pUe-agUeed
peUiod of Wime giYeV Whe VoYeUeign bUeaWhing Uoom and peUmiWV iW Wo UediUecW fUeed fiV˦
cal UeVoXUceV Wo Whe diVaVWeU UeVponVe. FXUWheUmoUe, folloZing a caWaVWUophic diVaVWeU
eYenW, pXblic financeV ma\ become VWUained, aggUaYaWing liTXidiW\ pUoblemV WhaW can
lead Wo a defaXlW. ThXV a debW paXVe ma\ UedXce Whe chance of a defaXlW and diVoUdeUl\
UeVWUXcWXUing.

A VXbVeW of debW paXVe claXVeV, climaWe-UeVilienW debW claXVeV (CRDCV), pUoYide a po˦
WenWial cUiViV UeVponVe Wool foU climaWe-YXlneUable coXnWUieV. The Vcope of oUganiVa˦
WionV XVing and pUomoWing CRDCV haV e[panded and noZ inclXdeV mXlWilaWeUal de˦
YelopmenW bankV VXch aV Whe WoUld Bank and official bilaWeUal lendeUV VXch aV Whe
UniWed Kingdom (WhUoXgh UK E[poUW Finance) aV enWiWieV inWegUaWing CRDCV inWo
WheiU lending inVWUXmenWV. FoU e[ample, Whe WoUld Bank cXUUenWl\ offeUV CRDCV Wo
IBRD and IDA Small SWaWe EconomieV, membeUV of Whe Small SWaWeV FoUXm and Small
IVland DeYeloping SWaWeV aV defined b\ Whe UN. OWheU mXlWilaWeUal and official bilaWeU˦
al cUediWoUV aUe e[ploUing Whe XVe of CRDCV.



FUom a debW managemenW peUVpecWiYe, Whe ˰paXVe claXVe˱ pUoYideV WempoUaU\ debW
VeUYice Uelief and noW debW cancellaWion oU foUgiYeneVV, and aV VXch, fXll Uepa\menW
Zill VWill be UeTXiUed XndeU Whe WeUmV of Whe debW agUeemenW. Depending on Whe WeUmV
agUeed, defeUUing inWeUeVW and oWheU chaUgeV ma\ UeVXlW in WheVe defeUUed amoXnWV ac˦
cUXing conWUacWXal inWeUeVW, Zhich Zill incUeaVe Whe poVW-defeUUal debW bXUden of Whe
VoYeUeign boUUoZeU. DebW managemenW officialV mXVW WheUefoUe Zeigh Whe coVWV and
benefiWV of ZheWheU and Zhen Wo WUiggeU WheVe claXVeV, aV WUiggeUing ma\ UeVXlW in
heaY\ bXnched Uepa\menWV WhaW can XpVeW a calibUaWed debW maWXUiW\ pUofile and in
WXUn lead Wo debW VXVWainabiliW\ challengeV.

TheVe claXVeV can alVo be inWegUaWed inWo loan docXmenWV.

TheUe iV a Zell-eVWabliVhed pUoceVV foU Whe iVVXance of EXUobondV. The VWUXcWXUe, legal
docXmenWaWion, WaUgeW inYeVWoU maUkeW, naWXUe of Whe paUWieV inYolYed and maUkeW
condiWionV can all inflXence Whe iVVXance pUoceVV. The dXUaWion of Whe bond iVVXance
pUoceVV iV alVo YaUiable and can Wake moUe Wime if WhiV iV Whe fiUVW bond offeUing
(knoZn aV a debXW oU inaXgXUal iVVXe foU Whe iVVXeU) oU inYolYeV ValeV Wo inYeVWoUV in
Whe UniWed SWaWeV oU oWheU jXUiVdicWionV ZiWh highl\ deYeloped inYeVWoU pUoWecWion
laZV. A debXW offeUing ma\ UeTXiUe VeYeUal monWhV fUom VWaUW Wo finiVh, Zhile a fol˦
loZ-on offeUing b\ a UepeaW bond iVVXeU can be accompliVhed in a maWWeU of VeYeUal
ZeekV. OffeUingV Zhich UeTXiUe moUe deWailed diVcloVXUe on Whe paUW of Whe VoYeUeign
iVVXeU ma\ UeTXiUe longeU peUiodV.

ThiV chapWeU inWUodXceV Whe ke\ paUWieV inYolYed in Whe bond iVVXance pUoceVV and de˦
VcUibeV WheiU UoleV. ThiV iV folloZed b\ a deVcUipWion of Whe main docXmenWaWion Ue˦
TXiUed in bond iVVXanceV. ThiV, in WXUn, infoUmV Whe bond iVVXance pUoceVV, aV UefeU˦
enceV aUe made Wo Whe diffeUenW paUWieV and Whe UeTXiUed docXmenWV dXUing Whe diffeU˦
enW VWepV of Whe pUoceVV.

PARTIES INVOLVED IN A EUROBOND ISSUANCE

The ke\ paUWieV inYolYed in a bond iVVXance, and WheiU UoleV, aUe VXmmaUiVed in Whe
folloZing WableV:



TABLE 6. PaUWieV InYolYed

CRITICAL DOCUMENTS IN A EUROBOND ISSUANCE

A bond iVVXance UeTXiUeV a VXbVWanWial amoXnW of pUepaUaWion. A nXmbeU of docX˦
menWV aUe UeTXiUed foU bond iVVXanceV, ZheWheU offeUed WhUoXgh a Zidel\ maUkeWed
pXblic offeUing oU a pUiYaWe placemenW. The main docXmenWV inYolYed in bond iV˦
VXanceV aUe VXmmaUiVed beloZ, WogeWheU ZiWh a bUief e[planaWion of WheiU pXUpoVe:

TABLE 7. Main DocXmenWV



STAGES OF EUROBOND ISSUANCES

The folloZing iV a deVcUipWion of Whe W\pical fiYe phaVeV of a bond iVVXance: (1) pUe-
laXnch; (2) maUkeWing; (3) pUicing; (4) cloVing; and (5) poVW-iVVXance.
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PRE-LAUNCH

The VoYeUeign iV XVXall\ Zell adYiVed Wo appoinW a financial adYiVoU (independenW of
Whe Uole of lead manageU/aUUangeU) Wo ZoUk ZiWh iW on all pUepaUaWoU\ aVpecWV of an
inWeUnaWional bond iVVXance. The ZoUk of Whe financial adYiVoU inYolYeV adYice on Whe
VelecWion of bookUXnneUV, aUUangeUV and manageUV, in compliance ZiWh local pUocXUe˦
menW laZV. AW Whe appUopUiaWe Wime, Whe VoYeUeign Zill alVo need Wo appoinW legal adYi˦
VoUV Wo aVViVW ZiWh Whe docXmenWaWion, diVcloVXUe and bond iVVXance pUoceVV.

The pUe-laXnch phaVe VWaUWV Zhen Whe VoYeUeign bond iVVXeU foUmall\ appoinWV, b\
meanV of a mandaWe leWWeU, one oU moUe lead manageU(V)/aUUangeU(V) Wo XndeUZUiWe a
neZ iVVXe of bondV. The iVVXeU Zill alVo VelecW a pa\ing agenW and a WUXVWee (oU fiVcal
agenW) foU Whe iVVXance. The lead manageU/aUUangeU Zill appoinW laZ\eUV Wo acW foU
Whem, Zill cooUdinaWe ZiWh Whe VWock e[change ZheUe Whe bondV Zill be liVWed (if Uele˦
YanW) and Zill liaiVe ZiWh Whe VoYeUeign iVVXeU and iWV legal adYiVoUV Wo pUepaUe Whe
bond docXmenWV (inclXding Whe pUoVpecWXV/offeUing ciUcXlaU). AW WhiV poinW, Whe enWiUe
iVVXance Weam iV ZoUking inWenViYel\ ZiWh UaWing agencieV, financial adYiVoUV and oWh˦
eUV Wo VeWWle all legal docXmenWaWion Wo alloZ foU Whe annoXncemenW of Whe deal Wo Whe
maUkeW.

WheUe Whe VoYeUeign iV Veeking Vome foUm of cUediW enhancemenW fUom a gXaUanWoU,
VXch aV a mXlWilaWeUal deYelopmenW bank, Wo impUoYe Whe UiVk pUofile of Whe bond, Whe
VoYeUeign iVVXeU Zill alVo need Wo inYolYe Whe gXaUanWoU (and iWV adYiVoUV) aW a YeU\
eaUl\ VWage.

MARKETING PHASE

Once Whe bond docXmenWV aUe eVVenWiall\ finaliVed and in Whe agUeed foUm, Whe lead
manageU/aUUangeU annoXnceV Wo Whe maUkeW WhaW Whe\ haYe been mandaWed Wo aUUange
a VeUieV of meeWingV beWZeen Whe iVVXeU and Whe inYeVWoUV XVXall\ in ke\ inYeVWmenW
cenWUeV (ofWen deVcUibed aV a ˰UoadVhoZ˱) in peUVon oU YiUWXall\ (poVW-pandemic).
The ˰pUeliminaU\ pUoVpecWXV˱ iV XVed foU WheVe UoadVhoZ meeWingV ZiWh inYeVWoUV. A
UoadVhoZ XVXall\ laVWV foU foXU oU fiYe da\V.

PRICING PHASE

The pUicing phaVe immediaWel\ folloZV Whe UoadVhoZ ZheUe Whe lead
manageU/aUUangeU inYiWeV inYeVWoUV Wo indicaWe Whe commeUcial WeUmV (coXpon, iVVXe
pUice, \ield and maWXUiW\) and amoXnW of bondV WhaW Whe\ ZoXld be pUepaUed Wo pXUc˧



haVe. BaVed on WhiV feedback, Whe lead manageU/aUUangeU bXildV a ˰book˱ of oUdeUV foU
pUeVenWaWion Wo Whe iVVXeU. The iVVXeU When deWeUmineV Whe Vi]e, pUicing and maWXUiW\
of Whe bond offeUing baVed on WhiV inYeVWoU feedback and Whe lead manageU/aUUangeU
commXnicaWeV WhiV deciVion Wo Whe inYeVWoUV Zho haYe indicaWed inWeUeVW in Whe bondV.

CLOSING PHASE

AfWeU pUicing, Whe lead manageU/aUUangeU and Whe iVVXeU Vign a VXbVcUipWion agUeemenW
WhaW legall\ bindV Whe manageUV Wo VXbVcUibe foU Whe offeUed bondV on Whe daWe of fi˦
nancial cloVing (Zhich noUmall\ occXUV fiYe da\V afWeU pUicing). BaVed on Whe book of
oUdeUV, allocaWion of Whe bondV aUe made Wo inYeVWoUV b\ Whe lead manageU/aUUangeU
and inYeVWoUV aUe aVked Wo enWeU inWo a binding agUeemenW on Whe amoXnW of bondV
Whe\ aUe Zilling Wo bX\ on Whe cloVing daWe. AW cloVing, all paUWieV inYolYed in Whe iV˦
VXance e[ecXWe WheiU UeVpecWiYe agUeemenWV and Whe bondV aUe foUmall\ iVVXed and de˦
liYeUed b\ Whe VoYeUeign. The liVWing of Whe bondV on Whe VelecWed VecXUiWieV e[change
occXUV and Whe UaWing iV confiUmed b\ Whe choVen cUediW UaWing agenc\. The iVVXeU Ue˦
ceiYeV Whe caVh pUoceedV of Whe bond offeUing fUom Whe lead manageU/aUUangeU (Zho
haV in Whe inWeUim collecWed Whe pa\menW monieV fUom inYeVWoUV Wo Zhom bondV ZeUe
Vold) and inYeVWoUV haYe bondV cUediWed Wo WheiU VecXUiWieV accoXnWV in Whe in˦
WeUnaWional cleaUing V\VWemV. CloVing iV When deemed Wo haYe occXUUed.

POST-ISSUANCE PHASE

In Whe poVW-iVVXance phaVe, Whe iVVXeU pa\V Whe bondholdeUV Whe peUiodic inWeUeVW and
pUincipal dXe XndeU Whe conWUacWXal WeUmV of Whe bondV XnWil maWXUiW\. ThiV iV done
WhUoXgh Whe pa\ing agenW.

ThiV VecWion pUoYideV a bUief oYeUYieZ of ceUWain Vpecific aVpecWV of Whe bond iVVXance
pUoceVV WhaW UeTXiUe Vpecial conVideUaWion. TheVe aUe Whe pUepaUaWion of VoYeUeign diV˦
cloVXUe, dXe diligence, Whe liVWing pUoceVV, Whe UaWing UeTXiUemenWV and Whe XndeUZUiW˦
ing pUoceVV.



SOVEREIGN DISCLOSURE

When a VoYeUeign acceVVeV Whe inWeUnaWional debW capiWal maUkeWV, iW mXVW pUepaUe and
inclXde in Whe pUoVpecWXV a deVcUipWion of Whe coXnWU\ Wo enable poWenWial inYeVWoUV Wo
make an infoUmed inYeVWmenW deciVion. ThiV deVcUipWion Zill coYeU a YaUieW\ of maW˦
WeUV, inclXding an oYeUYieZ of Whe poliWical V\VWem, a deVcUipWion of Whe econom\ and
iWV ke\ VecWoUV, an oYeUYieZ of moneWaU\ polic\ and Whe banking V\VWem, daWa on Whe
balance of pa\menWV, bXdgeWaU\ infoUmaWion and VoYeUeign debW. TheUe Zill alVo be a
VecWion deVcUibing maWeUial UiVk facWoUV WhaW VhoXld be boUne in mind b\ inYeVWoUV
Zhen conVideUing an inYeVWmenW in Whe bondV.

The pUepaUaWion of Whe VoYeUeign diVcloVXUe Zill be Wime conVXming and UeTXiUe gaWh˦
eUing of infoUmaWion fUom man\ diffeUenW VoXUceV and inVWiWXWionV ZiWhin Whe goYeUn˦
menW. The cooUdinaWion of Whe infoUmaWion-gaWheUing pUoceVV iV XVXall\ handled b\
Whe MiniVWU\ of Finance, bXW Whe VelecWed legal adYiVoU foU Whe iVVXeU noUmall\ ˰holdV
Whe pen˱ Zhen dUafWing Whe diVcloVXUe inclXded in Whe pUoVpecWXV, poVVibl\ aVViVWed b\
Whe financial adYiVoU. UVXall\, mXlWiple iWeUaWionV of Whe VoYeUeign diVcloVXUe Zill be
pUepaUed befoUe iW iV in final foUm. TheVe iWeUaWionV Zill UeflecW, among oWheU WhingV,
commenWV UeceiYed fUom Whe bankV acWing aV manageUV of Whe offeUing pUoceVV. The
final Vcope and conWenW of Whe VoYeUeign diVcloVXUe Zill be VXbjecW Wo Whe appUoYal of
Whe liVWing aXWhoUiWieV befoUe Whe bond offeUing iV compleWed.

DUE DILIGENCE

The bankV VelecWed Wo acW aV manageUV of Whe offeUing Zill be e[poVed Wo legal and
UepXWaWional UiVkV in connecWion ZiWh Whe offeUing and Vale of Whe bondV Wo inYeVWoUV.
ShoXld WheUe be maWeUial eUUoUV oU omiVVionV of maWeUial infoUmaWion in Whe pUoVpec˦
WXV, Whe manageUV ma\ haYe liabiliW\ WoZaUd inYeVWoUV Zho pXUchaVe bondV in Whe
maUkeW. To minimiVe WheVe UiVkV, Whe manageUV Zill XVXall\ inViVW Xpon a pUoceVV foU
YeUif\ing Whe facWXal infoUmaWion in Whe pUoVpecWXV and enVXUing WhaW all maWeUial fac˦
WoUV haYe been pUopeUl\ addUeVVed. ThiV Zill geneUall\ inclXde a ˰ dXe diligence˱ meeW˦
ing, Zhich can Wake a feZ hoXUV Wo aV mXch aV a da\ oU WZo, ZheUe Whe manageUV and
WheiU legal coXnVel haYe an oppoUWXniW\ Wo aVk TXeVWionV of UepUeVenWaWiYeV of Whe goY˦
eUnmenW. ThiV pUoceVV can be VXUpUiVing foU iVVXeUV Zho haYe noW pUeYioXVl\ acceVVed
Whe debW capiWal maUkeWV, bXW iV a noUmal and neceVVaU\ pUoceVV. The financial and le˦
gal adYiVoUV of Whe iVVXeU Zill alVo aWWend Whe dXe diligence meeWing and Zill be aYail˦
able Wo pUoYide gXidance and anVZeU TXeVWionV Whe VoYeUeign ma\ haYe aboXW Whe
pUoceVV.



LISTING OF BONDS

To obWain opWimal WeUmV and pUicing, iVVXeUV W\picall\ Veek Wo WaUgeW aV laUge a Xni˦
YeUVe of pUoVpecWiYe inYeVWoUV aV poVVible. AV paUW of ma[imiVing Whe maUkeW foU a
bond offeUing, moVW inWeUnaWional VoYeUeign bondV aUe liVWed on a VecXUiWieV e[change.
The liVWing pUocedXUe of Whe e[change, Zhich noUmall\ inYolYeV obWaining Whe ap˦
pUoYal of Whe conWenW and VXbVWance of Whe pUoVpecWXV fUom a UegXlaWoU\ aXWhoUiW\ in
Whe jXUiVdicWion ZheUe Whe e[change iV locaWed, ma\ alVo pUoYide an e[WUa VenVe of Ve˦
cXUiW\ Wo inYeVWoUV.

The moVW common VWock e[changeV WaUgeWed in WheVe iVVXanceV aUe London, DXblin,
LX[emboXUg, NeZ YoUk and SingapoUe, bXW of coXUVe, WhiV Zill depend on Whe WaUgeW˦
ed inYeVWoUV. In UecenW \eaUV, London haV been a paUWicXlaUl\ popXlaU jXUiVdicWion foU
liVWing of VoYeUeign EXUobondV becaXVe of UXle changeV e[empWing VoYeUeignV fUom
compliance ZiWh pUoVpecWXV UXleV, VXbVWanWiall\ UedXcing Whe bXUden aVVociaWed ZiWh
Whe liVWing pUoceVV.

NeedleVV Wo Va\, Whe liVWing pUoceVV can Wake Wime, Zhich pUeVenWV challengeV foU VoYeU˦
eignV Veeking Wo capiWaliVe on ZindoZV of oppoUWXniW\ in a faVW-paced maUkeW. A com˦
mon pUacWice Wo VhoUWen liVWing Wime iV Wo pUoceed ZiWh a ˰Vhelf UegiVWUaWion˱ oU debW
pUogUamme eVWabliVhmenW WhaW alloZV VpliWWing Whe iVVXance inWo mXlWiple iVVXanceV.
The VoYeUeign can foUecaVW longeU-WeUm financing needV and do a Vhelf
UegiVWUaWion/eVWabliVh a debW pUogUamme foU an amoXnW higheU Whan iWV acWXal debW-
UaiVing needV (e.g., doXble oU WUiple Whe amoXnW Wo be iVVXed) and When, dependenW
Xpon fXWXUe needV, pUoceed Wo iVVXe a neZ VeUieV of bondV ZiWhoXW Whe bXUdenVome
UeTXiUemenWV of a fXll iVVXance UegiVWUaWion.

AnoWheU pUacWice Wo faciliWaWe Vpeed\ acceVV Wo capiWal maUkeWV iV Wo pUoceed ZiWh a
pUiYaWe placemenW. In a pUiYaWe placemenW, Whe bondV being iVVXed aUe allocaWed
WhUoXgh a pUiYaWe offeUing Wo a Vingle oU a Vmall nXmbeU of inYeVWoUV (i.e., noW WhUoXgh
a pXblic offeUing). ThiV placemenW WakeV place oXWVide of a VecXUiWieV e[change, al˦
WhoXgh iW ma\ VWill UeTXiUe VignificanW VWUXcWXUing, legal inpXW and diligence Wo geneU˦
aWe inYeVWoU confidence in Whe bondV and Wo compl\ ZiWh all UeleYanW VecXUiWieV laZV
(in paUWicXlaU foU pUiYaWe placemenWV Wo inYeVWoUV in Whe U.S.).

RATING OF BONDS

AV paUW of Whe iVVXance pUoceVV, bondV aUe XVXall\ UaWed b\ inWeUnaWional cUediW UaWing
agencieV (CRAV) Zhich aUe independenW companieV acWing Xpon Whe UeTXeVW of Whe



XeU Wo aVVeVV Whe cUediWZoUWhineVV of Whe iVVXeU and iWV financial inVWUXmenW. TheVe in˦
dependenW companieV Veek Wo UedXce ˰infoUmaWion aV\mmeWU\˱ b\ anal\Ving Whe
pUobabiliW\ of defaXlW foU Whe bondV iVVXed b\ a VoYeUeign. ThUee CRAV dominaWe Whe
inWeUnaWional UaWing maUkeW: FiWch RaWingV; Mood\˭V InYeVWoUV SeUYice LimiWed; and
SWandaUd & PooU˭V RaWing SeUYiceV.

BOND UNDERWRITING

When a bond iV being iVVXed in Whe pUimaU\ maUkeW, Whe VoYeUeign iVVXeU Zill emplo\
Whe VeUYiceV of one oU moUe inYeVWmenW bankV Wo acW aV lead manageU(V) oU
aUUangeU(V) of Whe offeUing. The lead manageU/aUUangeU pla\V a ke\ Uole in cooUdinaW˦
ing Whe iVVXance, maUkeWing, book-bXilding and docXmenWaWion pUoceVV and Zill aV˦
VXme ceUWain XndeUZUiWing UiVkV in connecWion ZiWh Whe iniWial placemenW. Specificall\,
iW Zill (1) aVViVW Whe iVVXeU in deWeUmining Whe financial WeUmV and Wiming of Whe pUo˦
poVed iVVXance; (2) XVe iWV beVW effoUWV Wo diVWUibXWe Whe bondV Wo inYeVWoUV in Whe Ve˦
lecWed maUkeWV; and (3) agUee in ceUWain ciUcXmVWanceV Wo bX\ VXch bondV fUom Whe
iVVXeU in caVe Whe diVWUibXWion iV noW VXcceVVfXl in Zhole oU in paUW.

In geneUal WeUmV, XndeUZUiWing UefeUV Wo Whe pUoceVV ZheUeb\ Whe lead
manageU/aUUangeU VecXUeV commiWmenWV fUom inYeVWoUV Wo pXUchaVe bondV of Whe iV˦
VXeU in connecWion ZiWh a pUimaU\ offeUing. DiffeUenW XndeUZUiWing VWUXcWXUeV ma\ be
agUeed Xpon ZiWh Whe XndeUZUiWing bankV, ZiWh diffeUenW commiVVionV paid Wo Whe
bankV inYolYed Wo compenVaWe Whem foU Whe magniWXde of commeUcial UiVkV Whe\ aUe
aVVXming. In VhoUW, XndeUZUiWing inYolYeV:

LeYel 1: UVing beVW effoUWV Wo place Whe bondV bXW ZiWh no commiWmenW Wo pXUchaVe
bondV WhaW aUe noW Waken Xp b\ WhiUd-paUW\ inYeVWoUV, Zhich offeUV minimal UiVk Wo Whe
XndeUZUiWeU and hence loZeVW XndeUZUiWing commiVVionV.

LeYel 2: SXbVcUibing foU an\ XnVold bondV in Whe pUimaU\ offeUing, Zhich offeUV a
gUeaWeU degUee of UiVk Wo Whe XndeUZUiWeU, Zho ma\ end Xp ZiWh a Vi]eable amoXnW of
debW on iWV bookV depending on Whe VXcceVV of Whe offeUing and hence higheU XndeU˦
ZUiWing commiVVionV.

LeYel 3: SXbVcUibing foU Whe enWiUeW\ of Whe bond iVVXance ZiWh a YieZ Wo Velling Whe
bondV laWeU (aW iWV oZn UiVk) Wo WhiUd-paUW\ inYeVWoUV, Zhich enWailV Whe higheVW degUee
of UiVk and Whe higheVW leYel of XndeUZUiWing commiVVionV foU Whe XndeUZUiWeU.

TheVe WhUee leYelV aUe illXVWUaWed in Whe diagUam beloZ:



FIG.4. The ThUee LeYelV of UndeUZUiWing



MoVW VoYeUeign boUUoZingV (e.g., WhUoXgh loanV oU bondV) oU oWheU financial e[po˦
VXUeV (e.g., WhUoXgh gXaUanWeeV, coXnWeU-gXaUanWeeV oU indemniWieV) aUe XnVecXUed.
ThiV meanV pa\menW of Whe financial obligaWionV UelieV on Whe oYeUall faiWh and cUediW
of Whe VoYeUeign obligoU Zho Zill, in WXUn, Uel\ on iWV Wa[-UaiVing UeVoXUceV and aVVeWV
Wo pa\ Whe obligaWionV. OccaVionall\, cUediWoUV Zill demand Whe VoYeUeign obligoU Wo
VeW aVide a paUWicXlaU aVVeW (˰collaWeUal˱) Wo VaWiVf\ WheiU claimV in Whe eYenW of nonpa\˦
menW. ThiV collaWeUal can Wake a YaUieW\ of foUmV, inclXding Ueal eVWaWe, bank accoXnWV,
gold UeVeUYeV, fXWXUe Wa[ UeYenXeV, WollV collecWed foU Whe XVe of an infUaVWUXcWXUe
pUojecW, fXWXUe oXWpXWV of commodiWieV (VXch aV oil oU gaV) and UeceiYableV fUom Whe
Vale of VXch commodiWieV. The gUanWing of an\ VecXUiW\ b\ a VoYeUeign VhoXld be ap˦
pUoached ZiWh gUeaW caXWion becaXVe iW can haYe impoUWanW polic\ implicaWionV and
legal UepeUcXVVionV.

SecXUed lending iV an incUeaVingl\ popXlaU financing Wool foU AfUican VoYeUeignV. ThiV
foUm of lending haV benefiWV and dUaZbackV. BenefiWV inclXde loZeU inWeUeVW UaWeV (aV
compaUed Wo XnVecXUed lending) and acceVV Wo neZ cUediWoUV and VoXUceV of financ˦
ing. DUaZbackV inclXde poWenWial loVV of conWUol of VWUaWegic VWaWe aVVeWV and compli˦
caWionV Wo debW UeVWUXcWXUing.

SecXUed debW financing can Wake man\ foUmV and Zill depend eiWheU on Whe W\pe of Ve˦
cXUiW\ aVVeW oU Whe foUm of financial inVWUXmenW XVed. FoU e[ample, Ueal eVWaWe can be
pUoYided aV VecXUiW\ b\ Za\ of a mortgage. The moUWgage cUeaWeV ZhaW iV VomeWimeV
called a ˰claVVic VecXUiW\ inWeUeVW ,˱ Zhich can be enfoUced if WheUe iV a defaXlW b\ Whe
debWoU. OWheU claVVic VecXUiW\ inVWUXmenWV inclXde pledgeV (W\picall\ foU bank ac˦
coXnWV and bondV) oU VecXUiW\ aVVignmenWV (W\picall\ foU UeceiYableV).

A sale and lease-back agreement iV an e[ample of an ˰effecWiYe˱ VecXUiW\ aUUange˦
menW. IW inYolYeV Whe immediaWe WUanVfeU of WiWle Wo Ueal eVWaWe oU Wangible aVVeWV b\ Whe



VoYeUeign boUUoZeU Wo Whe VecXUed lendeU aW Whe oXWVeW of Whe WUanVacWion, ZiWh Whe
lendeU immediaWel\ leaVing Whe aVVeW back Wo Whe boUUoZeU foU a Vpecified peUiod of
Wime. AW Whe e[piUaWion of Whe leaVe, Whe WiWle Wo Whe aVVeW iV WUanVfeUUed back Wo Whe VoY˦
eUeign boUUoZeU. A repurchase agreement (alVo called ˰repo˱) iV anoWheU e[ample
of effecWiYe VecXUiW\, aV iW UeTXiUeV Whe boUUoZeU Wo Vell an aVVeW Wo Whe lendeU and leaYe
iW in Whe cXVWod\ of eiWheU Whe lendeU oU a WhiUd-paUW\ cXVWodian. AW Whe e[piUaWion of
Whe UepXUchaVe agUeemenW, Whe lendeU Zill haYe Whe obligaWion Wo Vell Whe aVVeW back Wo
Whe boUUoZeU foU a pUe-deWeUmined pUice Zhich Zill inclXde an amoXnW eTXiYalenW Wo
Whe inWeUeVW WhaW ZoXld haYe been applied on an eTXiYalenW loan. ThiV W\pe of VWUXc˦
WXUe iV ofWen XVed foU gold UeVeUYeV, oil UeceipWV oU enWiWlemenWV Wo fXWXUe oXWpXW.

Limited recourse financing XVXall\ UelaWeV Wo pUojecWV foU infUaVWUXcWXUe deYelop˦
menW oU Whe deYelopmenW of eneUg\ aVVeWV. IW iV a VecXUed financing Wool linked Wo Whe
aVVeW oU pUojecW being deYeloped and limiWV Whe financial UiVk of Whe VoYeUeign Wo Whe
YalXe oU peUfoUmance of WhaW aVVeW oU pUojecW. In oWheU ZoUdV, eYen if Whe Vale of Whe
aVVeW XVed Wo VecXUe a limiWed UecoXUVe boUUoZing doeV noW coYeU Whe oXWVWanding bal˦
ance of VXch boUUoZing, Whe VoYeUeign debWoU Zill noW haYe Whe liabiliW\ Wo coYeU Whe
diffeUence.

When Whe WoUld Bank makeV loanV Wo oU ZiWh Whe gXaUanWee of a membeU coXnWU\, iW˭V
GeneUal CondiWionV foU Financing (aV pXbliVhed fUom Wime Wo Wime) Zill appl\ Wo VXch
e[WenVion of cUediW. The WoUld Bank doeV noW geneUall\ UeTXiUe VecXUiW\ fUom Whe
membeU coXnWU\ conceUned in connecWion ZiWh VXch financing WUanVacWionV.
HoZeYeU, Wo pUoWecW Whe inWeUeVWV of Whe WoUld Bank, Whe GeneUal CondiWionV inclXde
a negaWiYe pledge claXVe WhaW VWUicWl\ limiWV Whe abiliW\ of Whe membeU coXnWU\ Wo gUanW
VecXUiW\ in UeVpecW of foUeign cXUUenc\-denominaWed obligaWionV in faYoXU of oWheU
lendeUV ZiWhoXW alVo VecXUing Whe WoUld Bank.

The Vcope of Whe WoUld Bank˭V negaWiYe pledge iV bUoad and coYeUV noW onl\ ˰WUXe˱
VecXUiW\ inWeUeVWV VXch aV pledgeV and moUWgageV, bXW alVo ˰pUiYilegeV and pUioUiWieV of
an\ kind .˱ ImpoUWanWl\, iW alVo UeVWUicWV Whe gUanWing of VecXUiW\ b\ SOEV of Whe mem˦
beU coXnWU\ conceUned, Zhich ofWen cUeaWeV iVVXeV foU naWional oil companieV and
oWheU laUge VWaWe enWeUpUiVeV Zho Veek Wo boUUoZ in Whe inWeUnaWional maUkeWV. SWaWe-
VponVoUed infUaVWUXcWXUe and oWheU pUojecWV financed in Zhole oU in paUW fUom com˦
meUcial VoXUceV need Wo be caUefXll\ VWUXcWXUed Wo minimiVe Whe UiVk of bUeach. AV a
maWWeU of polic\, Whe WoUld Bank UaUel\ gUanWV foUmal ZaiYeUV of Whe claXVe. OWheU



MDBV inclXding AfDB alVo inclXde a negaWiYe pledge claXVe in Whe geneUal condiWionV
foU WheiU loanV.

CommodiW\-e[poUWing coXnWUieV, eVpeciall\ oil-e[poUWing AfUican coXnWUieV, haYe in˦
cUeaVingl\ UeVoUWed Wo pUe-e[poUW financing agUeemenWV in UecenW \eaUV. The baVic fea˦
WXUeV of commodiW\ pUe-financing oU pUe-pa\menW agUeemenWV can be VXmmaUiVed aV
folloZV. A WUading compan\ enWeUV inWo a commeUcial conWUacW ZiWh a commodiW\ e[˦
poUWeU (in moVW caVeV, Whe naWional oil compan\); Whe e[poUWeU commiWV Wo Vell a pUe˦
defined nXmbeU of caUgoeV oYeU a giYen peUiod of Wime and Whe WUading compan\
commiWV Wo bX\ing Whem aW a pUice XVXall\ baVed on pUeYailing maUkeW condiWionV aW
Whe Wime of Whe Vale folloZing a pUedefined foUmXla. The WUading compan\ iV aVked Wo
pUe-pa\ (i.e., finance) a fUacWion of Whe fXWXUe caUgo Vale pUoceedV baVed on an agUeed
inWeUeVW UaWe, pa\menW fUeTXenc\ and maWXUiW\ (XVXall\ in Whe foUm of a ma[imXm aX˦
WhoUiVed oXWVWanding debW amoXnW aW each anniYeUVaU\ daWe). The UeVXlWing debW iV
When Uedeemed aXWomaWicall\ eYeU\ \eaU b\ Whe allocaWion of a giYen peUcenWage of
each caUgo deliYeU\ Vale. ThiV conWinXeV XnWil Whe ma[imXm aXWhoUiVed oXWVWanding
debW amoXnW iV Ueached.

In Vome UeVpecWV, VXch aUUangemenWV haYe aWWUacWiYe feaWXUeV, in WhaW Whe\ aUe eaV\ and
Uapid Wo conclXde, do noW UeTXiUe heaY\ dXe diligence and XVXall\ inclXde UeaVonable
inWeUeVW UaWeV. HoZeYeU, WheUe aUe alVo challengeV aVVociaWed ZiWh WhiV W\pe of aUUange˦
menW. FoU e[ample, Whe all-in coVW Wo Whe VoYeUeign ofWen VXbVWanWiall\ e[ceedV Whe e[˦
WeUnaliVed inWeUeVW UaWe, giYen Whe feeV pa\able (aUUangemenW feeV, agenc\ feeV, eWc.) aV
Zell aV YaUioXV claXVeV pUoYiding foU VWep-Xp inWeUeVW pa\menWV XndeU YaUioXV ciU˦
cXmVWanceV (laWe pa\menWV, defaXlW, eWc.).

In addiWion, fUom a pXblic finance peUVpecWiYe, WheVe conWUacWV ma\ pUeYenW Whe VoY˦
eUeign fUom acceVVing VignificanW UeYenXeV Zhen moVW needed.

Finall\, in caVe of a dUop in UeleYanW commodiW\ pUice oU a doZnWXUn in iWV pUodXc˦
Wion, WheUe iV a high UiVk WhaW Whe caUgo aYailable Wo Whe WUadeU Zill noW geneUaWe
enoXgh pUoceedV Wo Uepa\ Whe pUe-financing. When WhiV happenV, mechaniVmV of in˦
WeUeVW UaWe hikeV aUe WUiggeUed. ThiV foUceV Whe UenegoWiaWion of Whe Uepa\menW amoUWi˦
VaWion VchedXle, ZiWh addiWional feeV Wo be paid Wo Whe WUadeUV. All of WhiV happenV in a
conWe[W ZheUe Whe coXnWU\ iV aW Whe Vame Wime VeYeUel\ hiW b\ Whe decUeaVe in aYailable
oil UeYenXeV.



FoU WheVe UeaVonV, Whe VoYeUeign VhoXld alZa\V conVideU WheVe agUeemenWV ZiWh caUe
and enVXUe WUanVpaUenc\ fUom Whe naWional oil compan\ Zhen iW enWeUV inWo WhiV W\pe
of agUeemenW.



TheUe haV been a VignificanW incUeaVe oYeU Whe paVW decade in Whe XVe of financial in˦
VWUXmenWV VWUXcWXUed Wo be complianW ZiWh IVlamic laZ, alVo knoZn aV ShaUi˭ah (Whe
AUabic WeUm foU laZ). ShaUi˭ah-complianW inVWUXmenWV can be an aWWUacWiYe VoXUce of
fXnding foU VoYeUeign boUUoZeUV Zho pUefeU Wo UaiVe IVlamic-complianW financing oU
aUe Veeking Wo maUkeW Wo inYeVWoUV foU Zhom ShaUi˭ah compliance ma\ be mandaWed
oU pUefeUUed. Emplo\ing WhiV inVWUXmenW alVo pUeVenWV an oppoUWXniW\ Wo Ueach a neZ
pool of e[WeUnal inYeVWoUV and, ZheUe appUopUiaWe, deYelop local maUkeWV ZiWh domeV˦
Wic IVlamic inYeVWoUV.

In geneUal, ShaUi˭ah compliance VWemV fUom pUohibiWionV XndeU IVlamic financial laZ
againVW Whe UeVale of debW conWUacWV, Whe geneUaWion of pUofiWV ZiWhoXW an aVVociaWed
economic acWiYiW\ and Whe XVe of financing Wo VXppoUW pUohibiWed goodV/acWiYiWieV (i.e.,
alcohol, poUk pUodXcWV, ZeaponV, adXlW enWeUWainmenW and gambling). FUom an eco˦
nomic peUVpecWiYe, ShaUi˭ah-complianW financing diffeUV fUom conYenWional lending in
WhaW Whe financieU ma\ onl\ eaUn pUofiWV WhUoXgh paUWicipaWion in Whe acWiYiW\ WhaW iV
being financed, and eYen When, onl\ if Whe inYeVWmenW pUodXceV a pUofiW.

The main pUincipleV of ShaUi˭ah-complianW finance aUe:

UVXU\, a UeWXUn calcXlaWed on pUincipal amoXnWV lenW, iV noW peUmiWWed. An\
obligaWion Wo pa\ inWeUeVW iV WheUefoUe Yoid and pa\menW and UeceipW of inWeUeVW iV

1.



In VXmmaU\, foU pUofiWV Wo be peUmiVVible Whe\ mXVW noW be deUiYed fUom XVXU\, bXW
onl\ fUom bona fide non-VpecXlaWiYe, non-e[ploiWaWiYe commeUcial UiVk-Waking and
WUading inYolYing appUopUiaWe aVVeWV.

Of noWe, Whe applicaWion of WheVe pUincipleV ma\ inWUodXce legal XnceUWainW\ aV Wo
ZheWheU an\ Vpecific WUanVacWion iV ZiWhin Whe boXndV of IVlamic laZ. FoU an\ finan˦
cial WUanVacWion WhaW aVpiUeV Wo be laUge and Vcalable, WhiV XnceUWainW\ needV Wo be Ue˦
VolYed. IVlamic bankV haYe been addUeVVing WhiV challenge b\ eVWabliVhing boaUdV of
IVlamic laZ e[peUWV gUoXped in ShaUi˭ah boaUdV Zho UeYieZ Whe pUopoVed WUanVac˦
WionV. In addiWion Wo UeYieZing indiYidXal WUanVacWionV, WheVe ShaUi˭ah boaUdV haYe
been deYeloping geneUal IVlamic laZ and polic\. The UeVXlW iV incUeaVed legal ceUWainW\,
Zhich haV alloZed Whe maUkeWV Wo gUoZ.

TheUe aUe man\ W\peV of IVlamic finance inVWUXmenWV. HoZeYeU, Whe W\peV moVW likel\
Wo be XVed b\ VoYeUeignV inclXde SXkXkV, UeYeUVe MXUabahaV (TaZaUUXT),
MXVhaUakaV, MXdaUabaV and IjaUaV.

noW alloZed. ThiV meanV WhaW loanV and bondV Zhich haYe a UeWXUn calcXlaWed on
pUincipal amoXnWV cannoW be XVed in IVlamic financing.
SpecXlaWion iV noW peUmiWWed and conWUacWV inYolYing iW aUe Yoid. CommeUcial
WUanVacWionV and Whe aWWendanW commeUcial VpecXlaWion aUe peUmiWWed, bXW Whe
line iV dUaZn (noW alZa\V an eaV\ WaVk), on VpecXlaWion Zhich, like gambling,
doeV noW depend on pUodXcWiYe effoUW.

2.

UnfaiU conWUacWV leading Wo XnjXVW enUichmenW aUe Yoid. WhaW iV XnfaiU and
e[ploiWaWiYe iV noW alZa\V eaV\ Wo idenWif\ Vo conWUacWV Zill haYe Wo be anal\Ved
on a caVe-b\-caVe baViV, bXW conWUacWV ZheUe WheUe iV UiVk VhaUing aUe likel\ Wo
VaWiVf\ Whe WeVW.

3.

CommeUcial aUUangemenWV Zhich ma\ oWheUZiVe be peUmiVVible aUe onl\
peUmiVVible if Whe aVVeWV Zhich aUe Whe VXbjecW of WheVe aUUangemenWV aUe
WhemVelYeV peUmiVVible.

4.

ConWUacWV ZiWh XnceUWainW\, VXch aV inVXUance conWUacWV, aUe Yoid.5.
EmphaViV VhoXld be on acWiYiWieV in Whe Ueal econom\ and on Whe VhaUing of UiVkV
and UeZaUdV.

6.

Sukuks: The moVW common inVWUXmenW aW pUeVenW iV Whe SXkXk (meaning
˰ceUWificaWe of oZneUVhip˱), Zhich iV VimilaU Wo aVVeW-backed bondV. The geneUal

˶



FoU moUe deWailed infoUmaWion aboXW ShaUi˭ah-complianW boUUoZing, inclXding VWUXc˦
WXUeV, objecWiYeV and pUincipleV, pleaVe Vee Whe ALSF DebW GXide on Ke\
ConVideUaWionV foU IncXUUing Non-TUadiWional DebW.

VWUXcWXUe of a SXkXk UeTXiUeV WhaW Whe fXndV geneUaWed b\ Whe Vale of Whe
inVWUXmenW be placed in a Vpecial-pXUpoVe Yehicle (SPV), afWeU Zhich Whe SPV
Zill inYeVW in ShaUi˭ah-complianW acWiYiWieV. The inYeVWoUV in Whe SXkXk Zill When
VhaUe an\ pUofiWV geneUaWed b\ Whe poUWfolio of inYeVWmenWV held b\ Whe SPV, VXch
aV WhUoXgh pUofiW-VhaUing of a coUpoUaWe inYeVWmenW oU leaVe pUoceedV fUom
inYeVWmenW in Ueal pUopeUW\. SXkXk ceUWificaWeV Zill be iVVXed XndeU VimilaU
diligence VWandaUdV aV VoYeUeign bondV, inclXding Uel\ing on a UaWing b\ CRAV.
PaUWicXlaU caUe VhoXld be Waken on Whe fiUVW iVVXance of SXkXkV Wo align collecWiYe
acWion claXVeV ZiWh e[iVWing debW iVVXanceV ˪ pleaVe Vee Whe bo[ ˯Two Important
Considerations for Debt Managers˰ in Whe ChapWeU ˯Debt Management Strategy˰ and
Whe ALSF DebW GXide menWioned beloZ.
Murabahas: MXUabahaV (meaning ˰WUade ZiWh maUkXp˱) aUe XVed inVWead of
loanV. TheVe VWUXcWXUeV YaU\ bXW in eVVence, UeplicaWe Whe folloZing paWWeUn: aW Whe
Vame Wime, Whe acWXal boUUoZeU VellV goodV Wo Whe acWXal lendeU foU 100, ZiWh
immediaWe VeWWlemenW, and VellV Whe Vame goodV foU moUe Whan 100 (Va\ 120)
back Wo Whe acWXal boUUoZeU on defeUUed pa\menW WeUmV.

˶

Musharakas: In a MXVhaUaka (meaning ˰VhaUing˱ oU ˰eTXiW\ paUWicipaWion˱
conWUacW), diffeUenW paUWieV conWUibXWe capiWal, pUofiWV aUe VhaUed accoUding Wo a
pUe-deWeUmined UaWio and loVVeV aUe VhaUed in pUopoUWion Wo capiWal
conWUibXWionV.

˶

Mudarabas: MXdaUaba (meaning ˰a WUXVWee financing conWUacW˱ ZheUe Whe bank
pUoYideV Whe capiWal and Whe oWheU Vide pUoYideV laboXU). One paUW\ conWUibXWeV
capiWal Zhile Whe oWheU conWUibXWeV effoUW oU e[peUWiVe. PUofiWV aUe VhaUed
accoUding Wo a pUe-deWeUmined UaWio and Whe inYeVWoU iV noW gXaUanWeed a UeWXUn
and beaUV an\ financial loVV.

˶

Ijaras: IjaUaV (meaning ˰financial leaVe conWUacW˱) aUe VWUXcWXUed like leaVeV, ZiWh
Whe UenWal pa\menWV calcXlaWed in adYance aV fi[ed pa\menWV.

˶







CoXnWUieV UaiVe debW Wo coYeU fiVcal deficiWV and Wo finance a Zide aUUa\ of pUojecWV
and pUogUammeV foU Whe ZelfaUe of WheiU ciWi]enV. ThiV inclXdeV financing Vocial
Vpending VXch aV healWh and edXcaWion and pUodXcWiYe inYeVWmenWV WhaW e[pand Whe
coXnWU\˭V economic poWenWial VXch aV infUaVWUXcWXUe. MoUe geneUall\, all companieV
and bXVineVVeV opeUaWing ZiWhin Whe jXUiVdicWion of a VoYeUeign depend, Wo YaUioXV de˦
gUeeV, on Whe abiliW\ of Whe VoYeUeign Wo UaiVe debW and iWV cUedibiliW\ Wo VXVWain iW.

SoYeUeign debW iV, WheUefoUe, YiWal foU a coXnWU\˭V economic deYelopmenW, and iWV man˦
agemenW VhoXld benefiW a bUoad Uange of VWakeholdeUV. AV VXch, WUanVpaUenc\ and
pUopeU commXnicaWion ZiWh all VWakeholdeUV, domeVWic and inWeUnaWional, aUe impoU˦
WanW. RobXVW, WUanVpaUenW, and accoXnWable debW managemenW inVWiWXWionV VeUYe collec˦
WiYe WUXVW and oZneUVhip.

SoYeUeign debW managemenW iV a pUoceVV WhaW UeTXiUeV Whe eVWabliVhmenW and e[ecX˦
Wion of a VWUaWeg\ foU managing a goYeUnmenW˭V debW. IW aimV aW UaiVing Whe UeTXiUed
amoXnW of fXnding aW Whe loZeVW e[penVe conViVWenW ZiWh pUXdenW UiVk managemenW Wo
meeW Whe cXUUenW financing needV of Whe goYeUnmenW, inclXding Whe Uepa\menW oU Uefi˦
nancing of e[iVWing debW obligaWionV. DebW manageUV mXVW Wake inWo accoXnW a nXmbeU
of conVideUaWionV Zhen VelecWing Whe moVW VXiWable debW inVWUXmenWV foU WhiV pXUpoVe.
TheVe conVideUaWionV inclXde opWimiVing debW VeUYicing coVWV, achieYing debW VXVWain˦
abiliW\ WaUgeWV, and conWUibXWing Wo economic, fiVcal and moneWaU\ policieV. A VoXnd
and long-WeUm debW managemenW VWUaWeg\ Zill alVo help deYelop, mainWain, and bene˦
fiW fUom, an efficienW, UobXVW and deep domeVWic VecXUiWieV and financial maUkeW.



The Vcope of VoYeUeign debW managemenW VhoXld encompaVV all cenWUal and VXbna˦
Wional goYeUnmenW liabiliWieV. DebW manageUV VhoXld alVo moniWoU conWingenW liabili˦
WieV, ZheWheU e[pliciW oU impliciW and Whe liabiliWieV of XndeUcapiWaliVed SOEV.

AW ZoUVW, pooU debW managemenW can impaiU a VoYeUeign˭V fiVcal VXVWainabiliW\, in˦
cUeaVe Whe UiVk of debW diVWUeVV and adYeUVel\ affecW Whe aVVeVVmenW of oXWVide VWake˦
holdeUV (inYeVWoUV, UaWing agencieV and mXlWilaWeUal inVWiWXWionV).

SoXnd VoYeUeign debW managemenW can, aW minimXm, help loZeU a goYeUnmenW˭V debW
VeUYicing coVWV, faciliWaWe fiVcal and moneWaU\ polic\ cooUdinaWion, and conWUibXWe Wo
fiVcal diVcipline.

AW beVW, VoXnd VoYeUeign debW managemenW Zill alVo (a) pUomoWe economic gUoZWh
and Whe gUoZWh of domeVWic cUediW and capiWal maUkeWV, (b) impUoYe Vocial oXWcomeV
b\ fUeeing Xp UeVoXUceV foU Vocial Vpending, (c) gUoZ Whe goYeUnmenW˭V UeYenXe col˦
lecWion poolV, (d) pUomoWe moneWaU\ and economic VWabiliW\, (e) UedXce UiVk Wo Whe
goYeUnmenW bXdgeW fUom changeV in financial condiWionV and (f) help pUeYenW debW
diVWUeVV. ThiV giYeV confidence Wo all VWakeholdeUV, fUom e[WeUnal cUediWoUV Wo domeVWic
bXVineVVeV and Whe oUdinaU\ ciWi]en, geneUaWing a YiUWXoXV ciUcle.

ThiV chapWeU e[amineV Whe goYeUnance UeTXiUemenWV foU effecWiYe VoYeUeign debW
managemenW, paUWicXlaUl\ Whe legal, UegXlaWoU\ and inVWiWXWional UeTXiUemenWV and
policieV WhaW VXppoUW effecWiYe VoYeUeign debW managemenW.

LEGAL AND REGULATORY FRAMEWORK

EffecWiYe VoYeUeign debW managemenW mXVW be VXppoUWed b\ a Zell-defined legal and
UegXlaWoU\ fUameZoUk Wo faciliWaWe Whe achieYemenW of debW managemenW objecWiYeV.
TheUe VhoXld be a compUehenViYe legal fUameZoUk (aW boWh cenWUal goYeUnmenW and
VXbnaWional leYelV) ZiWh a conViVWenW VeW of laZV UeflecWed in a compUehenViYe pXblic
financial managemenW acW, oU aW a minimXm, a VoYeUeign debW acW and fiVcal UeVponVi˦
biliW\ laZV. ThiV legal fUameZoUk ma\ alVo inclXde UXleV foU pXblic and VXbnaWional
enWiWieV, inclXding Whe pUoceVVeV WhaW VhoXld be folloZed Wo gXide WheiU iVVXanceV of
VecXUiWieV and oWheU foUmV of boUUoZing. The legal fUameZoUk VhoXld deVcUibe Whe



VWepV neceVVaU\ Wo eVWabliVh Whe aXWhoUiVaWion Wo boUUoZ, XndeUWake Vpecific debW
WUanVacWionV and iVVXe goYeUnmenW gXaUanWeeV on behalf of Whe cenWUal goYeUnmenW.
In addiWion, Whe legal fUameZoUk VhoXld Vpecif\ Whe appUoYed W\peV of financing and
debW inVWUXmenWV aYailable Wo Whe VoYeUeign.

Ideall\, an inVWiWXWional fUameZoUk Zill be eVWabliVhed ZiWh UXleV and UegXlaWionV foU
each inVWiWXWion inYolYed in VoYeUeign debW managemenW fXncWionV and an aVVociaWed
VeW of opeUaWionV manXalV, pUocedXUeV manXalV and job deVcUipWionV foU all Whe inVWi˦
WXWionV and peUVonnel inYolYed.

ESG-RELATED FRAMEWORKS

In addiWion Wo Whe geneUal legal and UegXlaWoU\ fUameZoUk, ceUWain debW iVVXanceV Ue˦
laWed Wo ESG oXWcomeV ma\ UeTXiUe oWheU fUameZoUkV WaUgeWed foU WhoVe maUkeWV,
e.g., a gUeen bond fUameZoUk. TheVe fUameZoUkV aUe W\picall\ pUepaUed b\ UeVponVi˦
ble goYeUnmenW inVWiWXWionV ZoUking in collaboUaWion ZiWh debW manageUV and oWheU
inWeUeVWed VWakeholdeUV.

A gUeen bond fUameZoUk fXlfilV VeYeUal cUiWical fXncWionV. FiUVWl\, iW pUoYideV claUiW\
and WUanVpaUenc\ UegaUding hoZ Whe pUoceedV fUom gUeen bondV Zill be allocaWed Wo˦
ZaUdV enYiUonmenWall\ VXVWainable pUojecWV. ThiV WUanVpaUenc\ helpV inYeVWoUV XndeU˦
VWand Whe enYiUonmenWal impacW of WheiU inYeVWmenWV and foVWeUV WUXVW in Whe iVVXeU.
Secondl\, a gUeen bond fUameZoUk helpV VWandaUdiVe gUeen bond iVVXanceV, enVXUing
conViVWenc\ and compaUabiliW\ acUoVV diffeUenW pUojecWV and oYeU Wime. ThiV VWandaUd˦
iVaWion UedXceV confXVion foU inYeVWoUV and alloZV foU beWWeU eYalXaWion of Whe enYi˦
UonmenWal peUfoUmance of gUeen bondV. ThiUdl\, haYing a gUeen bond fUameZoUk can
aWWUacW a bUoadeU inYeVWoU baVe, inclXding enYiUonmenWall\ conVcioXV inYeVWoUV and
inVWiWXWional inYeVWoUV ZiWh Vpecific VXVWainabiliW\ mandaWeV. ThiV e[panded inYeVWoU
baVe can loZeU boUUoZing coVWV foU iVVXeUV and incUeaVe demand foU gUeen bondV,
WheUeb\ faciliWaWing Whe financing of gUeen pUojecWV. Finall\, a gUeen bond fUameZoUk
demonVWUaWeV a commiWmenW Wo VXVWainabiliW\, Zhich can enhance Whe iVVXeU˭V UepXWa˦
Wion. OYeUall, a gUeen bond fUameZoUk iV eVVenWial foU debW manageUV Wo pUomoWe
WUanVpaUenc\, VWandaUdiVaWion, inYeVWoU confidence and VXVWainable finance.

OWheU fUameZoUkV, UelaWed Wo, blXe, Vocial and oWheU VXVWainabiliW\ bondV ma\ alVo be
deYeloped ZheUe VXch inVWUXmenWV aUe being conVideUed.



SUBNATIONAL DEBT MANAGEMENT

Depending on Whe inWeUgoYeUnmenWal fiVcal UelaWion ZiWhin a coXnWU\, VXbnaWional en˦
WiWieV ma\ boUUoZ in Whe domeVWic and inWeUnaWional debW maUkeWV. ThiV ma\ inclXde
iVVXance b\ (a) VXbnaWional goYeUnmenWV oU poliWical VXbdiYiVionV (e.g., VWaWeV ZiWhin
a fedeUal V\VWem, pUoYinceV and/oU mXnicipaliWieV) and (b) enWeUpUiVeV oZned oU con˦
WUolled b\ Whe VoYeUeign (SOEV VXch aV elecWUiciW\ pUodXceUV and diVWUibXWoUV, ZaWeU
and ZaVWe managemenW companieV oU naWional oil companieV).

In fiVcall\ decenWUaliVed goYeUnmenWV, Whe VXbnaWional poliWical oUganV ma\ haYe con˦
VWiWXWional and oU legal poZeUV Wo conWUacW ceUWain claVVeV of domeVWic debWV diUecWl\
bXW aUe W\picall\ UeVWUicWed fUom boUUoZing inWeUnaWionall\. In VXch caVeV, Whe cenWUal
goYeUnmenW boUUoZV and on-lendV Wo Whe VXbnaWional goYeUnmenWV. AddiWionall\, Whe
abiliW\ of VXbnaWional enWiWieV Wo UaiVe debW iV impacWed and laUgel\ conWingenW on Whe
abiliW\ of Whe VoYeUeign Wo UaiVe debW. TheUe Zill be ciUcXmVWanceV ZheUe Whe VoYeUeign
Zill haYe Wo aVVXme Whe bXUden of VXbnaWional debW, eiWheU e[pUeVVl\ WhUoXgh gXaUan˦
WeeV oU impliciWl\, Wo pUeVeUYe and pUoYide Whe eVVenWial fXncWionV and VeUYiceV e[pecW˦
ed of Whe XndeUl\ing enWiW\.

RegaUdleVV of hoZ iW iV done, Whe boUUoZing of VXbnaWional enWiWieV cUeaWeV an addi˦
Wional la\eU of UeVponVibiliW\ foU debW manageUV: oYeUVighW aW Whe naWional leYel and
pUXdenW debW managemenW aW Whe VXbnaWional leYel. FoU Whe naWional debW manageU, Whe
debW of VXbnaWional enWiWieV, alWhoXgh legall\ diVWincW fUom Whe VoYeUeign, Zill need Wo
be conVideUed in an\ ongoing moniWoUing and aVVeVVmenW of Whe VXVWainabiliW\ of Whe
VoYeUeign˭V debW.

DebW managemenW aW Whe VXbnaWional leYel mXVW enVhUine beVW pUacWice pUincipleV de˦
VcUibed foU cenWUal goYeUnmenWV in WhiV chapWeU, noWabl\ Zhen iW comeV Wo enVXUing
WhaW debWV meeW economic, Vocial oU oWheU deYelopmenW objecWiYeV accoUding Wo e[WanW
laZV. SXbnaWional enWiWieV mXVW alVo implemenW compUehenViYe debW managemenW
VWUaWegieV and folloZ Whe loan managemenW c\cle and dXe pUoceVV neceVVaU\ foU WheiU
goYeUnance VWUXcWXUe.

Ke\ challengeV Wo VXbnaWional debW managemenW, aV Zell aV cenWUal VoYeUeign debW
managemenW, lie ZiWh Whe abiliW\ of WheVe enWiWieV Wo pUopeUl\ UecoUd, moniWoU and Ue˦
poUW WheiU local debWV, aV Zell aV Whe capaciW\ and e[peUience Wo incXU debWV on appUo˦
pUiaWe WeUmV. AbVenW an appUopUiaWe fUameZoUk, debWV ma\ noW be WUanVpaUenWl\ con˦
WUacWed oU ma\ be VXVcepWible Wo poliWical inflXence and Whe e[WenW of UiVk aVVociaWed
ZiWh VXch debWV iV noW eaVil\ deWeUminable. JoinW capaciW\-bXilding iniWiaWiYeV foU boWh



naWional and VXbnaWional debW manageUV can impUoYe Whe TXaliW\ of Whe UepoUWing, in˦
cUeaVe Whe infoUmaWion floZ beWZeen Whe WZo leYelV of goYeUnmenW and conVeTXenWl\
UedXce Whe UiVk UelaWed Wo VXbnaWional liabiliWieV.

INSTITUTIONAL FRAMEWORK FOR DEBT MANAGEMENT

EfficienW debW managemenW pUoceVVeV Uel\ on a cleaU diYiVion of Whe UeVponVibiliWieV
and accoXnWabiliWieV of each acWoU inYolYed in debW managemenW acWiYiWieV (aV VhoZn
in FIG.ᤑ. DebW ManagemenW GoYeUnance FUameZoUk). A coXnWU\˭V conVWiWXWional
VWUXcWXUe (paUliamenW/congUeVV/naWional aVVembl\) Zill W\picall\ define Whe goYeU˦
nance aUUangemenWV, inclXding Wo Zhich bod\ Whe fiVcal accoXnWV aUe peUiodicall\ pUe˦
VenWed. FUom VXch aXWhoUiW\, Whe UeleYanW poZeUV foU YaUioXV debW managemenW fXnc˦
WionV aUe gUanWed Wo Whe MiniVWU\ of Finance/CoXncil of MiniVWeUV and/oU Whe CenWUal
Bank.

The oUganiVaWional VWUXcWXUe of a modeUn debW managemenW office (DMO) iV baVed
on Whe VepaUaWion of UeVponVibiliWieV beWZeen Whe fUonW, middle, and back officeV ZiWh
diVWincW fXncWionV and accoXnWabiliWieV. In Vome AfUican coXnWUieV, WheVe officeV aUe
conVolidaWed in a Vingle DMO, Zhile in oWheUV, WheVe officeV aUe fUagmenWed acUoVV Whe
MiniVWU\ of Finance and Whe CenWUal Bank.

RegaUdleVV of Whe inVWiWXWional VeW-Xp, claUiW\ of UoleV and UeVponVibiliWieV, polic\ cooU˦
dinaWion, infoUmaWion VhaUing, WUanVpaUenc\, and accoXnWabiliW\ aUe cUiWical foU effec˦
WiYe debW managemenW.

FRONT OFFICE

The fUonW office iV UeVponVible foU mobiliVing UeVoXUceV fUom boWh domeVWic and e[˦
WeUnal VoXUceV aW a minimXm coVW and in a Wimel\ manneU. The fUonW office W\picall\
implemenWV Whe boUUoZing plan baVed on Whe debW managemenW VWUaWeg\ (DMS) ap˦
pUoYed b\ Whe goYeUnmenW; negoWiaWeV ZiWh cUediWoUV; liaiVeV ZiWh maUkeW pla\eUV; Ueg˦
XlaUl\ UeYieZV maUkeW condiWionV, and pUoYideV infoUmaWion Wo donoUV/cUediWoUV, in˦
WeUnaWional financial inVWiWXWionV, commeUcial bankV, eWc. ThiV inclXdeV eVpeciall\ Whe
cUediW UaWing agencieV Zhich Zill UeTXiUe UegXlaU engagemenW aV paUW of Whe UeYieZ
pUoceVV.

AV an incUeaVing nXmbeU of AfUican coXnWUieV acceVV Whe inWeUnaWional capiWal maUkeWV
UegXlaUl\, inYeVWoU UelaWionV (IR) iV becoming a VWandalone and moUe impoUWanW fXnc˦
Wion of Whe fUonW office, ZaUUanWing Vpecific aWWenWion. IR UeTXiUeV a holiVWic appUoach



inYolYing ongoing commXnicaWion, maUkeWing and compliance Wo foVWeU effecWiYe dia˦
logXe beWZeen Whe VoYeUeign enWiW\ and Whe financial commXniW\.

IR noWabl\ encompaVVeV Whe mainWenance of a dedicaWed ZebViWe pUoYiding Xp-Wo-daWe
financial and VWaWiVWical daWa (pleaVe Vee Whe ChapWeU ˯Recording, Reporting and
Maintaining Good Debt Data˱), pUepaUing UegXlaU inYeVWoU pUeVenWaWionV oU condXcW˦
ing global inYeVWoU callV. In-peUVon engagemenW (deal oU non-deal UoadVhoZV), diffeU˦
enW WaUgeW geogUaphieV and inYeVWoU W\peV depending on Whe iVVXeU˭V objecWiYeV.
RoadVhoZV Zill XVXall\ be faciliWaWed b\ bankV Zhich can be appoinWed ad hoc oU aV
paUW of a bond iVVXance pUoceVV foU deal-UelaWed UoadVhoZV.

MIDDLE OFFICE

The middle office pUoYideV adYice and anal\ViV WhaW enable Whe goYeUnmenW Wo meeW iWV
financing needV aW Whe loZeVW poVVible coVW ZiWhin a pUXdenW leYel of UiVk. The middle
office moniWoUV Whe fUonW office˭V compliance ZiWh Whe choVen VWUaWeg\, coVW and UiVk
limiWV. IW aVVeVVeV and manageV all W\peV of UiVkV ˪ maUkeW, Uefinancing, liTXidiW\,
cUediW, opeUaWional and conWingenW.

Some e[ampleV of middle office fXncWionV inclXde deWeUmining boUUoZing ceilingV foU
Whe goYeUnmenW conViVWenW ZiWh fiVcal and moneWaU\ polic\ UeTXiUemenWV; foUmXlaW˦
ing a debW VWUaWeg\; pUoYiding Ueliable foUecaVWV of debW VeUYicing WhaW infoUm fiVcal
foUecaVWV; and peUfoUming debW VXVWainabiliW\ anal\ViV UegXlaUl\. MoniWoUing conWin˦
genW liabiliWieV ma\ alVo be a middle office UeVponVibiliW\.

BACK OFFICE

The back office iV UeVponVible foU debW UegiVWUaWion, handling WUanVacWion confiUma˦
WionV, VeWWlemenWV, and pa\menWV, and mainWaining accXUaWe, Xp-Wo-daWe UecoUdV of all
debW conWUacWV, diVbXUVemenWV, pa\menWV, debW UeVWUXcWXUing agUeemenWV, on-lending
aUUangemenWV, iVVXed gXaUanWeeV, VeWWlemenW of WUanVacWionV, eWc. The back office iV
alVo UeVponVible foU pUoYiding pUojecWionV of debW VeUYicing and diVbXUVemenWV Wo in˦
foUm Whe bXdgeW planning pUoceVV.

SOVEREIGN DEBT AUDIT

PXblic boUUoZing enWailV VignificanW UiVkV if noW managed pUopeUl\. SXpUeme AXdiW
InVWiWXWionV (SAIV) can VignificanWl\ impUoYe VoYeUeign debW managemenW and pUe˦
YenW VoYeUeign debW fUom Ueaching XnVXVWainable leYelV. RegXlaU financial and peUfoU˦
mance (YalXe foU mone\) aXdiWV of VoYeUeign debW aUe eVVenWial Wo gXaUanWee VoYe˧



Ueign debW manageUV aUe held accoXnWable foU WheiU acWionV. PeUfoUmance aXdiWV of
VoYeUeign debW can enhance Whe effecWiYeneVV of debW managemenW, and pUoYide
gUeaWeU WUanVpaUenc\ of Whe UiVkV and benefiWV of VoYeUeign debW.

SAI aXdiW UepoUWV can impUoYe debW managemenW in Whe folloZing UegaUdV: (1) enhanc˦
ing VoYeUeign debW WUanVpaUenc\ and accoXnWabiliW\ b\ e[amining cXUUenW UepoUWing
pUacWiceV; (2) VWUengWhening inWeUnal conWUol in VoYeUeign debW pUogUammeV Wo UedXce
UiVkV of fUaXd and coUUXpWion; and (3) modeUniVing Whe VoYeUeign debW legal fUame˦
ZoUk b\ e[amining beVW pUacWiceV idenWified in Whe InWeUnaWional SWandaUdV of SXpUeme
AXdiW InVWiWXWionV (ISSAI) VoYeUeign debW aXdiW gXidelineV. SAI aXdiW UepoUWV mXVW be
pUeVenWed annXall\ Wo Whe legiVlaWXUe and pXblicl\ aYailable foU geneUal VcUXWin\.



FIG. 5. DebW ManagemenW GoYeUnance FUameZoUk



A goYeUnmenW˭V DMS iV a mediXm-WeUm plan WhaW gXideV boUUoZing deciVionV, Waking
inWo accoXnW fXnding coVWV, UiVk pUefeUenceV, and Whe coXnWU\˭V fiVcal and balance-of-
pa\menWV conVWUainWV.

The DMS pUoYideV a fUameZoUk ZiWhin Zhich Whe goYeUnmenW can make infoUmed
choiceV on hoZ beVW Wo meeW financing UeTXiUemenWV. Once a goYeUnmenW haV ap˦
pUoYed a DMS, Whe VoYeUeign debW manageU iV empoZeUed Wo Wake a diVciplined ap˦
pUoach in Whe pXUVXiW and implemenWaWion of Whe DMS objecWiYeV.

The DMS mXVW fiW inWo Whe oYeUall mediXm-WeUm macUoeconomic polic\ fUameZoUk.
An effecWiYe DMS Zill UeVXlW fUom conWinXoXV cooUdinaWion beWZeen Whe DMO and
Whe UeleYanW fiVcal and moneWaU\ polic\ aXWhoUiWieV (MiniVWU\ of Finance and Whe
CenWUal Bank, UeVpecWiYel\).

T\picall\, Whe ke\ objecWiYeV of a DMS aUe:

To faciliWaWe Whe UaiVing of Whe UeTXiUed TXanWXm of fXnding, fUom an appUopUiaWe
mi[ of VoXUceV, Wo meeW Whe goYeUnmenW˭V financing needV.

˶

To minimiVe Whe oYeUall coVW of fXnding, conViVWenW ZiWh an accepWable degUee of
UiVk.

˶

To manage Whe VoYeUeign debW pUofile WhUoXgh pUoacWiYe liabiliW\ managemenW.˶
To enVXUe WhaW pa\menW obligaWionV aUe meW.˶
To manage fiVcal UiVkV.˶



A foUmal DMS, once adopWed b\ ke\ VWakeholdeUV ZiWhin Whe goYeUnmenW, can help
bXild bUoad-baVed VXppoUW foU UeVponVible financial VWeZaUdVhip. To enVXUe WUanV˦
paUenc\ and accoXnWabiliW\, Whe impoUWanW feaWXUeV of Whe DMS VhoXld be commXni˦
caWed Wo ke\ VWakeholdeUV (inclXding legiVlaWoUV, local and inWeUnaWional inYeVWoUV, UaW˦
ing agencieV and Whe geneUal pXblic). IW iV good pUacWice foU Whe VoYeUeign Wo UeYieZ
and XpdaWe iWV debW managemenW VWUaWeg\ on an annXal oU oWheU UegXlaU baViV and
moUe fUeTXenWl\ if macUoeconomic oU maUkeW condiWionV change VignificanWl\.

One of Whe ke\ inpXWV UeTXiUed foU Whe deYelopmenW of a VoXnd debW VWUaWeg\ iV Whe
collecWion of accXUaWe daWa on Whe WoWal amoXnW of debW oXWVWanding (inclXding SOE
debW and conWingenW liabiliWieV) and Whe WeUmV and condiWionV of VXch debW (e.g., cXU˦
Uenc\, maWXUiW\, inWeUeVW UaWe and inVWUXmenW W\pe, goYeUning laZ and XVe of fXndV).

The MediXm-TeUm DebW ManagemenW SWUaWeg\ (MTDS) WoolkiW deYeloped b\ Whe
WoUld Bank and Whe IMF pUoYideV coXnWUieV ZiWh a compUehenViYe and VWUXcWXUed
appUoach Wo Whe foUmXlaWion of a debW VWUaWeg\ (Vee IMF, The WoUld Bank 2019:
MediXm-TeUm DebW ManagemenW SWUaWeg\: Anal\Wical Tool ManXal). The ke\ VWepV
Wo be folloZed aUe:

IdenWif\ Whe objecWiYeV and Vcope of VoYeUeign debW managemenW. The UeleYanW
objecWiYeV foU debW managemenW aUe ofWen fUamed aV enVXUing WhaW Whe
goYeUnmenW˭V financing needV and pa\menW obligaWionV aUe meW on a Wimel\ baViV
and aW Whe loZeVW poVVible coVW, conViVWenW ZiWh a pUXdenW degUee of UiVk. A
VecondaU\ objecWiYe can be VXppoUWing domeVWic debW maUkeW deYelopmenW.

1.

IdenWif\ Whe cXUUenW DMS and anal\Ve Whe coVW and UiVk of Whe e[iVWing debW VWock.2.
IdenWif\ and anal\Ve poWenWial fXnding VoXUceV, inclXding aVVociaWed coVWV and
UiVk chaUacWeUiVWicV, pUeYailing maUkeW condiWionV, and e[iVWing e[poVXUe Wo an\
paUWicXlaU VoXUce of fXndV.

3.

PUepaUe a DSA UeflecWing baVeline macUo-financial aVVXmpWionV of Whe
goYeUnmenW and YaUioXV fXnding opWionV, Zhich Zill UeTXiUe cloVe inWeUacWion
ZiWh Whe UeleYanW fiVcal and moneWaU\ polic\ aXWhoUiWieV.

4.

IdenWif\ pUefeUUed fXnding opWionV and diVcXVV ZiWh fiVcal and moneWaU\ polic\
aXWhoUiWieV Wo VecXUe conVenVXV. BaVed on feedback, Whe debW manageU ma\ haYe
Wo VXbmiW an alWeUnaWiYe pUopoVal foU appUoYal.

5.



AnnXal boUUoZing planV (ABPV) aUe a ke\ debW VWUaWeg\ implemenWaWion Wool. ABPV
pUoYide gUanXlaU deWailV of hoZ Whe goYeUnmenW planV Wo meeW iWV gUoVV financing Ue˦
TXiUemenWV baVed on aYailable financing opWionV. The ABPV VhoXld be in line ZiWh Whe
deYeloped DMS, be UeYieZed annXall\ and mXVW be dXl\ aXWhoUiVed b\ Whe appUopUi˦
aWe appUoYing aXWhoUiWieV (e.g., Whe MiniVWeU of Finance and oU PaUliamenW aV Whe caVe
ma\ be) Wo enable Whe debW managemenW office Wo opeUaWionaliVe Whe planV. The ABP
pUoYideV XVefXl infoUmaWion Wo inYeVWoUV and cUediWoUV Wo VXppoUW Whe goYeUnmenW˭V
boUUoZing planV. UlWimaWel\, iW iV a ke\ Wool Wo enVXUe debW WUanVpaUenc\ and VXVWain˦
abiliW\. FoU VoYeUeignV ZiWh a fXncWioning domeVWic debW maUkeW, Whe ABP VXppoUWV Whe
deYelopmenW of peUiodic iVVXance calendaUV WhaW Vpecif\ Whe domeVWic inVWUXmenWV Wo
be iVVXed and pUoYide maUkeW paUWicipanWV ZiWh XpfUonW YiVibiliW\.

PUXdenW and VoXnd debW managemenW UeTXiUeV fiUVW and foUemoVW an eYalXaWion of Whe
WeUmV of Whe pUopoVed debW inVWUXmenW. All Whe caVh floZ pUoYiVionV need Wo be VcUXWi˦
niVed in deWail:

BENEFITS

The benefiWV of Whe pUopoVed debW aUUangemenW need Wo be aVVeVVed along Whe folloZ˦
ing lineV.

NeW amoXnW UaiVed YV. amoXnW dXe.˶
TenoU of debW.˶
InWeUeVW coVW and peUiodV.˶
OWheU XpfUonW feeV oU ongoing coVWV (e.g., aUUangemenW, agenc\ and commiWmenW
feeV).

˶

ConWingenW coVWV (e.g., lendeU UegXlaWoU\ coVWV, bUeakage/XnZind coVWV, maUgin
VWep-XpV UelaWed Wo coYenanWV oU UelaWed Wo lendeU coVW of fXnding, liabiliW\ foU
WhiUd-paUW\ e[penVeV, eWc.).

˶

LeYel of cUediWoU commiWmenW and condiWionV UeTXiUed foU diVbXUVemenW.˶

UVe of neW pUoceedV fUom Whe debW iVVXance.˶
CompaUiVon of Whe coVW-benefiW acUoVV compeWing pXUpoVeV foU debW iVVXance.˶



RISKS

In addiWion Wo Whe aboYe diUecW financial coVWV and benefiWV, managing an\ debW poUW˦
folio aVVXmeV a nXmbeU of diUecW financial UiVkV WhaW need Wo be addUeVVed. The debW
manageU VhoXld alVo conVideU Whe VoXUceV of UeYenXe WhaW Zill be XVed Wo VeUYice and
XlWimaWel\ Uepa\ Whe debW obligaWion, beaUing in mind Whe UedempWion pUofile of Whe
e[iVWing debW poUWfolio. TheVe financial UiVkV mXVW be caUefXll\ managed and moni˦
WoUed Vo WhaW Whe\ do noW e[poVe Whe coXnWU\ Wo Xne[pecWed coVW incUeaVeV.

E[ampleV of VXch financial UiVkV aUe:

Specific aWWenWion Wo Whe moniWoUing of benefiWV of non-UeYenXe-pUodXcing
pUojecWV.

˶

CaVh floZ pUojecWionV and maWch ZiWh oXW-floZV foU UeYenXe-pUodXcing pUojecWV.˶

Market risk: AdYeUVe changeV in maUkeW condiWionV (e.g., inWeUeVW UaWeV, foUeign
cXUUenc\ e[change UaWeV oU commodiW\ pUiceV) can incUeaVe debW VeUYicing coVWV
oU miVVed oppoUWXniWieV Wo UedXce VXch coVWV.

˶

Refinancing risk: When Uefinancing e[iVWing oU maWXUing obligaWionV, WheUe iV a
UiVk WhaW maUkeW acceVV coXld be limiWed oU onl\ aYailable aW higheU UaWeV.

˶

Liquidity risk: IW mighW noW be poVVible Wo Vell an obligaWion pUompWl\ oU coVW-
effecWiYel\.

˶

Counterparty credit risk: A coXnWeUpaUW\ mighW fail Wo make Whe UeTXiUed
pa\menWV on Wime oU in fXll.

˶

Operational risk: PooU UecoUding, XnYeUified daWa oU oWheU eUUoUV WhaW coXld
occXU Zhen WUanVfeUUing daWa fUom one V\VWem Wo anoWheU, aV Zell aV fUaXd, coXld
UeVXlW in XndeU oU oYeUpa\menW of obligaWionV.

˶



All WheVe coVWV, benefiWV and UiVkV need Wo be cleaUl\ XndeUVWood and UecoUded in Whe
debW and caVh-managemenW WoolV of Whe debW manageUV.

PUXdenW and VoXnd debW managemenW alVo UeTXiUeV WhaW an\ debW UaiVing VhoXld be
e[ecXWed afWeU all UeleYanW non-financial facWoUV haYe been e[amined and conVideUed,
boWh foU Whe Vpecific WUanVacWion in TXeVWion and ZiWhin Whe oYeUall debW managemenW
VWUaWeg\.

DebW manageUV VhoXld aVk WhemVelYeV nXmeUoXV TXeVWionV Wo XndeUVWand WheVe iVVXeV
moUe deepl\. To Whe e[WenW WhaW WheUe aUe XnceUWainWieV on an\ of WheVe iVVXeV, iW ma\
be pUXdenW Wo engage Whe VeUYiceV of pUofeVVional legal and financial adYiVoUV.



NATURE OF DEBT INSTRUMENT

NON-FINANCIAL CONTRACTUAL TERMS

IV Whe debW inVWUXmenW familiaU Wo Whe debW manageU?˶
HoZ haV WhiV debW inVWUXmenW VeUYed oWheU compaUable VoYeUeign debWoUV?˶
WoXld Whe inVWUXmenW poVe an\ e[WUaoUdinaU\ UiVkV in Whe conWe[W of debW
diVWUeVV?

˶

If Whe debW inVWUXmenW iV noW cXVWomaU\ oU XVXal in Whe maUkeW, ZhaW aUe Whe
UeaVonV oU XndeUl\ing ciUcXmVWanceV foU adopWing iW? If Vo, haYe VpecialiVW
adYiVoUV been conVXlWed? HaYe all UiVkV been anal\Ved/XndeUVWood?

˶

WhaW aUe Whe non-financial WeUmV of Whe debW inVWUXmenW?˶
AUe Whe eYenWV of defaXlW faiU, appUopUiaWe and capable of being managed b\ Whe
coXnWU\? Do Whe\ conWain XnUeaVonable conVWUainWV on Whe abiliW\ of Whe coXnWU\
Wo e[eUciVe iWV VoYeUeign poZeUV?

˶

AUe WheUe an\ financial coYenanWV oU oWheU WUiggeUV UelaWing Wo financial
peUfoUmance? Do Whe\ UepUeVenW a balance beWZeen Whe legiWimaWe inWeUeVWV of Whe
cUediWoUV and Whe VoYeUeign naWXUe of Whe debWoU? Can Whe\ be (eaVil\)
moniWoUed?

˶

AUe WheUe diVcloVXUe UeVWUicWionV Zhich aUe incompaWible ZiWh Whe pXblic naWXUe
of Whe debW, Whe obligaWionV of Whe coXnWU\ Wo iWV mXlWilaWeUal and oWheU cUediWoUV
oU iWV obligaWionV XndeU applicable laZV and beVW pUacWiceV?

˶

AUe Whe goYeUning laZ, jXUiVdicWion and immXniW\ pUoYiVionV appUopUiaWe foU Whe
W\pe of cUediW, pUeYailing maUkeW noUmV and Whe legiWimaWe inWeUeVWV of Whe
VoYeUeign? IV Whe Vcope of an\ ZaiYeU of VoYeUeign immXniW\ pUopeUl\ TXalified
Wo e[clXde VWUaWegic VWaWe aVVeWV?

˶

AUe Whe negaWiYe pledge UeVWUicWionV compaWible ZiWh Whe needV of Whe coXnWU\
and iWV SOEV Wo opeUaWe ZiWh Vome degUee of aXWonom\ and fle[ibiliW\? And
conViVWenW ZiWh iWV oWheU financing aUUangemenWV?

˶

AUe confidenWialiW\ XndeUWakingV inclXded in Whe financing Zhich conWUadicW Whe
pUinciple of WUanVpaUenc\ oU Whe VoYeUeign˭V conWUacWXal oU legal obligaWionV Wo
oWheU VWakeholdeUV? CoXld WheVe pUoYiVionV giYe UiVe Wo complicaWionV in debW
diVWUeVV ViWXaWionV?

˶

IV VecXUiW\ UeTXiUed, ZheWheU effecWiYe, de facto oU de jure? Can iW be jXVWified in
Whe conWe[W of Whe oYeUall financing? IV iW conViVWenW ZiWh Whe e[iVWing negaWiYe

˶



FUTURE FLEXIBILITY IN DEBT LIABILITY MANAGEMENT OR DEBT
DISTRESS

pledge obligaWionV of Whe VoYeUeign? Will VXch VecXUiW\ diVWXUb, in a maWeUial Za\,
Whe oYeUall balance of UiVk and Whe legiWimaWe e[pecWaWionV of iWV oWheU cUediWoUV?
AUe Whe infoUmaWion coYenanWV capable of being moniWoUed and VaWiVfied? AUe
Whe\ Woo oneUoXV oU XniTXe in WheiU pUepaUaWion b\ UefeUence Wo oWheU
infoUmaWion obligaWionV of Whe coXnWU\?

˶

AUe Whe adminiVWUaWiYe pUoYiVionV capable of being moniWoUed and aUe Whe\
conViVWenW ZiWh Whe UeleYanW back-office WeamV of Whe debW manageU?

˶

IV iW cleaU hoZ Whe WeUmV of Whe debW inVWUXmenW can be ZaiYed and/oU amended?
AUe Whe conVenW UeTXiUemenWV, WhUeVholdV and mechanicV appUopUiaWe foU Whe
debW inVWUXmenW, Whe W\peV of cUediWoUV and maUkeW pUacWice? AUe Whe
diVenfUanchiVemenW pUoYiVionV foU VWaWe-affiliaWed enWiWieV appUopUiaWe and faiU?

˶

IV Whe docXmenWaWion moUe geneUall\ Xp-Wo-daWe and conViVWenW ZiWh Whe maUkeW
pUacWice?

˶

AUe WheUe an\ oWheU XnXVXal oU oneUoXV WeUmV? OU an\ WeUmV Zhich aUe cXUUenWl\
VXbjecW Wo diVpXWe, conWUoYeUV\ oU liWigaWion elVeZheUe?

˶

Do Whe debW inVWUXmenWV inclXde amendmenW pUoYiVionV Zhich enable Whe paUWieV
Wo agUee on appUopUiaWe changeV Wo conWUacWXal WeUmV, ZheWheU deViUed foU
opeUaWional efficienc\, opWimiVaWion of caVh floZ/debW managemenW and/oU Wo
manage a diVWUeVV VcenaUio?

˶

WheUe WheUe aUe mXlWiple coXnWeUpaUWieV oU ZheUe Whe conVenW UeTXiUeV Whe
appUoYal of bondholdeUV, ma\ deciVionV be Waken ZiWh appUopUiaWel\ TXalified
majoUiW\ conVenW (majoUiW\ YoWing pUoYiVionV oU collecWiYe acWion claXVeV)? If Vo,
ZhaW leYel of conVenW Zill be UeTXiUed foU changeV Wo coUe financial WeUmV and Wo
oWheU caWegoUieV of changeV?

˶

HaYe appUopUiaWe mechaniVmV foU cooUdinaWing amendmenW pUoceVVeV acUoVV
diffeUenW caWegoUieV of financial inVWUXmenWV been conVideUed (e.g., acUoVV a VeUieV
of EXUobondV and ShaUi˭ah-complianW inVWUXmenWV)?

˶

Will Whe idenWiW\ of Vpecific cUediWoUV maWWeU in Whe pUoceVV of Ueaching conVenW
and adopWing Whe agUeed changeV?

˶

IV Whe adminiVWUaWiYe pUoceVV foU appUoYing changeV cleaU, efficienW and capable of
ceUWain oXWcomeV in a UeaVonable WimefUame?

˶



DebW manageUV need Wo XndeUVWand Whe objecWiYeV and inWeUeVWV of WheiU cUediWoUV. The
aim VhoXld be Wo enVXUe WhaW WheVe objecWiYeV and inWeUeVWV aUe aligned aV mXch aV
poVVible ZiWh WhoVe of Whe coXnWU\. IW iV alVo impoUWanW Wo XndeUVWand hoZ WheVe ob˦
jecWiYeV and inWeUeVWV Zill deWeUmine cUediWoUV˭ pUefeUenceV in boWh oUdinaU\ WimeV and
in WimeV of diVWUeVV. The TXeVWionV UaiVed Veek Wo highlighW Whe W\peV of iVVXeV WhaW
debW manageUV VhoXld conVideU in oUdeU Wo XndeUVWand WheVe objecWiYeV and inWeUeVWV
and WheiU alignmenW.

If Whe cUediWoU iV mXlWilaWeUal, ZhaW iV Whe condiWionaliW\ UeTXiUed and hoZ eaVil\
can iW be VaWiVfied?

˶

AUe Whe lendeUV XndeU loan agUeemenWV enWiWieV commiWWed Wo Whe coXnWU\ long
WeUm, eiWheU WhUoXgh WheiU pUeVence domeVWicall\ oU Whe naWXUe of WheiU fXnding?

˶

AUe Whe lendeUV XndeU loan agUeemenWV capable of WUanVfeUUing WheiU inWeUeVWV
diUecWl\ oU WhUoXgh VXb-paUWicipaWionV Wo cUediWoUV Zhom Whe coXnWU\ deemV
Vpecificall\ oU geneUicall\ hoVWile Wo iWV inWeUeVWV? ShoXld appUopUiaWe limiWV be
VeW?

˶

Can WhiV paUWicXlaU claVV of cUediWoUV be Vcaled Xp WhUoXgh VimilaU debW
inVWUXmenWV and if Vo ZhaW aUe Whe limiWV? IV Whe paUWicXlaU W\pe of cUediWoU one
WhaW mighW pUeYenW Whe coXnWU\ fUom acceVVing oWheU W\peV of cUediWoUV?

˶



EFFECTIVE AMENDMENTS

ONEROUS TERMS — SECURITY



The loan managemenW c\cle coYeUV all Whe acWionV inYolYed in loan managemenW,
VWaUWing fUom Whe Wime Whe loan ZaV negoWiaWed Wo Whe Wime iW iV fXll\ paid off. IW com˦
pUiVeV all Whe VWepV Waken Wo make and mainWain a loan.

Assessment of borrowing needs: ThiV iV an impoUWanW e[eUciVe WhaW boUUoZing
coXnWUieV need Wo caUU\ oXW caUefXll\ aW an eaUl\ VWage. GeneUall\, e[WeUnal
financing iV VoXghW Zhen domeVWic UeYenXeV aUe inVXfficienW Wo pUoYide
economic and Vocial deYelopmenW UeVoXUceV. TheVe UeVoXUceV can be mobiliVed
eiWheU in Whe foUm of gUanWV Zhich haYe no Uepa\menW coVWV oU loanV ZhoVe coVW
YaUieV depending on Whe degUee of conceVVionaliW\. DMOV mXVW caUefXll\ aVVeVV
WheiU coXnWU\˭V capaciW\ Wo abVoUb and XVe WheVe UeVoXUceV pUodXcWiYel\. An
appUopUiaWe W\pe and VoXUce of cUediW needV Wo be idenWified ZiWh e[pecWed caVh
floZ pUojecWionV and Whe e[iVWing debW VWUXcWXUe in mind Vo WhaW Whe neZ
boUUoZing Zill noW e[ceVViYel\ oYeUbXUden Whe coXnWU\.

1.

Negotiating and signing the debt obligations: NegoWiaWing Whe debW
obligaWionV iV an impoUWanW elemenW of Whe debW c\cle. The negoWiaWing pUoceVV
can be comple[ depending on Whe W\pe of financing Whe boUUoZeU ZiVheV Wo
UaiVe. In addiWion Wo negoWiaWing Whe WeUmV and condiWionV of Whe loan, an
XndeUVWanding of Whe maUkeWV and of cUediWoU pUacWiceV iV alVo impoUWanW. Once
deWailV of Whe debW WeUmV and condiWionV haYe been agUeed Xpon, Whe debW
conWUacW Zill be Vigned b\ Whe aXWhoUiVed UepUeVenWaWiYe of Whe boUUoZeU and Whe
lendeU(V).

2.

Fulfilment of conditions precedent for disbursement of loan monies:
BoUUoZing coXnWUieV need Wo enVXUe WhaW all condiWionV pUecedenW aUe meW Vo
WhaW diVbXUVemenWV can Wake place aV VchedXled. IW iV alVo impoUWanW aW Whe
negoWiaWion VWage WhaW coXnWUieV enVXUe WhaW WheVe condiWionV aUe noW Woo
bXUdenVome and can be meW Uapidl\ and ZiWhoXW dela\ in diVbXUVemenWV. TheVe
condiWionV YaU\ foU each cUediWoU and inclXde adminiVWUaWiYe, legal, financial and
economic polic\ condiWionV.

3.

Instrument effectiveness and drawdown: Once all condiWionV pUecedenW Wo
effecWiYeneVV haYe been meW, Whe loan becomeV effecWiYe and can be diVbXUVed.
DiVbXUVemenWV can Wake place in one oU WZo inVWalmenWV aV in Whe caVe of
VWUXcWXUal adjXVWmenW loanV, oU VeYeUal inVWalmenWV, aV in Whe caVe of pUojecW
loanV. UVXall\, in WheVe caVeV, Whe loan agUeemenW Zill Vpecif\ Whe minimXm

4.



PROPER AUTHORISATION ACROSS THE LOAN CYCLE

The goYeUnance and appUoYal pUoceVV foU neZ financing iV ofWen VWipXlaWed in a ˰debW
managemenW laZ˱ and mXVW be folloZed Wo enVXUe an\ debW incXUUence iV appUopUi˦
aWel\ aXWhoUiVed. IW inclXdeV e[ecXWiYe-leYel aXWhoUiVaWion, legiVlaWiYe aXWhoUiVaWion aV
Zell aV oWheU VWepV acUoVV Whe loan managemenW c\cle. FoU each of Whe VWageV in Whe
debW managemenW c\cle, Whe neceVVaU\ pUoceVVeV and appUoYalV mXVW be complied
ZiWh. The debW negoWiaWion and Whe agUeemenW Vigning mXVW be XndeUWaken b\ aXWho˦
UiVed goYeUnmenW officeUV. B\ Za\ of illXVWUaWion, in Vome coXnWUieV, Whe debW agUee˦
menW mXVW be Vigned b\ Whe MiniVWeU of Finance ZiWh Whe adYice of Whe AWWoUne\
GeneUal oU Whe deVignaWed official of Whe MiniVWU\ of JXVWice. ThiV aXWhoUiVaWion
pUoceVV mXVW be XnambigXoXV Wo an\ WhiUd paUW\.

nXmbeU of da\V of noWice UeTXiUed befoUe an\ diVbXUVemenW. PUocedXUeV foU
diVbXUVemenW Zill alVo be Vpecified in Whe agUeemenW.
Interest payments: Once Whe mone\ haV been diVbXUVed, inWeUeVW accUXeV
immediaWel\ and oWheU pa\menWV agUeed Zill be paid (e.g., managemenW oU
commiWmenW feeV). The inWeUeVW UaWe iV chaUged on Whe DebW OXWVWanding and
DiVbXUVed (DOD) and iV pa\able in aUUeaUV, in moVW caVeV, on a Vemi-annXal
baViV. InWeUeVW can be chaUged aW a floaWing UaWe oU a fi[ed UaWe.

5.

Amortisation/principal repayments: Repa\menWV can be VWUXcWXUed aV bXlleW
oU amoUWiVing. LoanV and bondV can be Uepaid WhUoXgh VeYeUal eTXal/XneTXal
inVWalmenWV oU aV a lXmp VXm aW Whe end (bXlleW Uepa\menW), Whe laWWeU being
moVW common.

6.

Debt reporting: To enVXUe WhaW Whe goYeUnmenW iV accoXnWable foU iWV debW
managemenW opeUaWionV Wo Whe cUediWoUV inYolYed in Vpecific financing, Wo
paUliamenW/congUeVV and Whe coXnWU\˭V ciWi]enV, fUeTXenW UepoUWV mXVW be
pUepaUed (and ofWen made pXblicl\ aYailable) on debW and debW-UelaWed
opeUaWionV. DebW UepoUWV pUomoWe WUanVpaUenc\ in debW managemenW opeUaWionV
and good goYeUnance WhUoXgh gUeaWeU accoXnWabiliW\.

7.



FIG. 6. The DebW C\cle

Ongoing liabiliW\ managemenW iV an inWegUal paUW of a coXnWU\˭V debW managemenW
VWUaWeg\. The goal of liabiliW\ managemenW e[eUciVeV can YaU\, VXch aV Whe Uefinancing
of coVWl\ loanV aW a cheapeU UaWe oU Whe UedXcWion of VhoUW-WeUm UolloYeU UiVk. BeloZ iV
a liVW of impoUWanW mechaniVmV XVed b\ debW manageUV Wo condXcW liabiliW\ manage˦
menW e[eUciVeV:

Cash Tender Offers: ThUoXgh caVh WendeU offeUV, Whe VoYeUeign bX\V back iWV oZn
debW befoUe maWXUiW\ aW maUkeW pUiceV. ThiV can be XVed Wo UedXce debW VWock, manage
Whe debW pUofile, oU Wake adYanWage of faYoXUable maUkeW condiWionV Wo UedXce inWeUeVW
coVWV.



Exchange Offers: In an e[change offeU, a VoYeUeign iVVXeU offeUV Wo VZap e[iVWing
debW foU neZ VecXUiWieV. ThiV can be XVed Wo e[Wend maWXUiWieV, UedXce debW VeUYice
coVWV, oU alWeU Whe compoViWion of Whe debW poUWfolio Wo beWWeU maWch Whe VoYeUeign˭V
debW managemenW objecWiYeV.

Bridge Financing: ThiV opWion inYolYeV WempoUaU\ financing aUUangemenWV XVed Wo
coYeU a VoYeUeign˭V VhoUW-WeUm liTXidiW\ needV XnWil long-WeUm financing can be Ve˦
cXUed. ThiV VWUaWeg\ iV ofWen XVed Wo manage Wiming diffeUenceV beWZeen e[pendiWXUeV
and fXnding VoXUceV.

Rollovers: RolloYeUV inYolYe Whe UeneZal of maWXUing debW obligaWionV b\ iVVXing neZ
debW. ThiV can help in managing caVh floZV and Uefinancing needV ZiWhoXW UedXcing
Whe oYeUall debW leYel. IW iV a common pUacWice emplo\ed Wo manage VhoUW-WeUm debW
and liTXidiW\.

Buybacks: SimilaU Wo WendeU offeUV bXW can be condXcWed moUe diVcUeeWl\ in Whe open
maUkeW (VXbjecW Wo compliance ZiWh applicable VecXUiWieV legiVlaWion). SoYeUeignV Ue˦
pXUchaVe WheiU oZn debW VecXUiWieV, aiming Wo manage Whe debW bXUden and poWenWiall\
impUoYe Whe debW VWUXcWXUe.

Debt Swaps: InclXding debW-foU-debW VZapV, ZheUe e[iVWing debW iV e[changed foU
neZ debW ZiWh diffeUenW WeUmV, and debW-foU-naWXUe/healWh/edXcaWion oU debW-foU-eT˦
XiW\ VZapV, Zhich inYolYe Whe conYeUVion of debW inWo inYeVWmenWV in naWXUe oU Vocial
pUojecWV oU eTXiW\ VWakeV.

Reprofiling: E[Wending Whe maWXUiWieV of debW inVWUXmenWV ZiWhoXW changing Whe face
YalXe of Whe debW. ThiV can help in alleYiaWing VhoUW-WeUm liTXidiW\ pUeVVXUeV ZiWhoXW
Whe need foU a fXll debW UeVWUXcWXUing.

Consolidation Loans: Taking oXW a neZ loan Wo pa\ off a YaUieW\ of cUediWoUV. ThiV
can Vimplif\ Whe debW poUWfolio and poWenWiall\ VecXUe moUe faYoXUable WeUmV and in˦
WeUeVW UaWeV.





AccXUaWe and compUehenViYe debW daWa iV a coUneUVWone of VoXnd VoYeUeign debW
managemenW. BoUUoZeUV mXVW enVXUe WhaW compUehenViYe UecoUdV of geneUal goYeUn˦
menW debW (inclXding off-bXdgeW enWiWieV and conWingenW liabiliWieV) aUe mainWained
accXUaWel\ and XpdaWed on a Wimel\ baViV and WhaW VoYeUeign debW UepoUWV and daWa aUe
UegXlaUl\ made aYailable. SoXnd debW UecoUding and UepoUWing deYelop cUedibiliW\,
confidence and WUXVW ZiWh polic\makeUV, mXlWilaWeUalV, inYeVWoUV, financial maUkeWV
and Whe geneUal pXblic.

While WhiV chapWeU focXVeV on Whe da\-Wo-da\ opeUaWionV of Whe DMO, iW iV ZoUWh noW˦
ing WhaW UepoUWing Wo paUWicXlaU VWakeholdeUV mighW be XndeUWaken in a Vpecific UecXU˦
Uing WimefUame and foUmaW. ThiV inclXdeV UepoUWing Wo domeVWic paUliamenWV, mXlWi˦
laWeUal inVWiWXWionV (e.g., Whe annXal IMF AUWicle IV conVXlWaWion), cUediW UaWing agen˦
cieV oU inYeVWoUV.

BeVW pUacWice debW managemenW UeTXiUeV cenWUaliVed daWa collecWion and managemenW
on a conVolidaWed baViV WhaW encompaVVeV Whe enWiUeW\ of Whe pXblic VecWoU. ThiV Zill
inclXde Whe geneUal goYeUnmenW and all pXblic coUpoUaWionV (Zhich inclXdeV SOEV,
VWaWe-oZned bankV and oWheU enWiWieV) ˪  aV VhoZn in Whe diagUam beloZ:



FIG. 7. BUeakdoZn of PXblic SecWoU DebW peU CaWegoU\

All neZ indebWedneVV WhaW iV conWUacWed, oU an\ liabiliW\ aVVXmed WhaW can haYe an im˦
pacW on Whe financial poViWion of Whe VoYeUeign, VhoXld be inclXded. All goYeUnmenWal
bodieV falling on Whe VWaWe ˰balance VheeW˱ VhoXld be UepoUWing on a UegXlaU baViV, aV
Zell aV ZheneYeU neZ indebWedneVV iV conWUacWed oU an\ neZ liabiliW\ iV aVVXmed.

―
E[peUience VhoZV WhaW man\ VoYeUeign goYeUnmenWV lack accXUaWe Xp-Wo-daWe UecoUdV
of WheiU conVolidaWed debW and liabiliWieV. The pUacWicaliWieV of UecoUding and main˦
Waining Xp-Wo-daWe UecoUdV aUe VWill opeUaWionall\ challenging Wo man\ coXnWU\ aXWhoU˦
iWieV dXe Wo Whe fUagmenWaWion of debW managemenW UeVponVibiliWieV acUoVV VeYeUal
goYeUnmenW miniVWUieV and agencieV, lack of poliWical oZneUVhip and VXppoUW foU debW
managemenW and high VWaff WXUnoYeU in debW managemenW XniWV. DaWa on debW in VeY˦
eUal AfUican coXnWUieV VXffeUV fUom VXbVWanWial gapV, paUWicXlaUl\ on pXblic gXaUanWeeV
and Whe debW oZed Wo and b\ SOEV. ThiV can UeVXlW in a VignificanW XndeUeVWimaWion of
pXblic VecWoU debW and liabiliWieV Zhile VimXlWaneoXVl\ XndeUmining Whe inWegUiW\ of
Whe DSA.



CoXnWUieV WhaW aUe beginning Whe pUoceVV of bXilding capaciW\ in VoYeUeign debW man˦
agemenW need Wo pUioUiWiVe Whe deYelopmenW of accXUaWe aXWomaWed debW UecoUding
and UepoUWing V\VWemV. TheVe debW managemenW infoUmaWion V\VWemV VhoXld inclXde
Xp-Wo-daWe UecoUdV of all holdeUV of e[iVWing debW and conWingenW liabiliWieV of Whe bod˦
ieV and agencieV menWioned aboYe. ThiV depoViWoU\ VhoXld be in ph\Vical aV Zell aV
elecWUonic foUm.

The depoViWoU\ VhoXld noW onl\ inclXde Whe oUiginal docXmenWaWion eYidencing Whe li˦
abiliW\, bXW alVo an\ VXpplemenWal amendmenWV, ZaiYeU UeTXeVWV and conVenWV, e[Wen˦
VionV, Uoll-oYeUV, noWiceV and all oWheU maWeUial legal commXnicaWion Wo and fUom Whe
XndeUl\ing cUediWoU(V). Bond iVVXeV Zill inclXde commXnicaWionV ZiWh Whe liVWing
agenWV/VWock e[changeV and inWeUnaWional cleaUing V\VWemV. CompleWe UecoUdV of all
commXnicaWionV UelaWing Wo financing VhoXld be mainWained. MoUeoYeU, VoXnd bXVi˦
neVV UecoYeU\ pUocedXUeV VhoXld be in place Wo miWigaWe Whe UiVk WhaW debW manage˦
menW acWiYiWieV and UecoUdV mighW be VeYeUel\ diVUXpWed b\ WhefW, fiUe, naWXUal diVaV˦
WeUV, Vocial XnUeVW oU acWV of WeUUoUiVm.

GiYen WhaW goYeUnmenW debW iVVXance iV incUeaVingl\ baVed on efficienW and VecXUe
elecWUonic book-enWU\ V\VWemV, compUehenViYe bXVineVV UecoYeU\ pUocedXUeV, inclXd˦
ing UobXVW backXp V\VWemV and conWUolV, aUe eVVenWial Wo enVXUe Whe conWinXing opeUa˦
Wion of VoYeUeign debW managemenW, Wo mainWain Whe inWegUiW\ of oZneUVhip UecoUdV
and Wo pUoYide fXll confidence Wo debW holdeUV on Whe VafeW\ of WheiU inYeVWmenWV.



DebW SXVWainabiliW\ Anal\ViV (DSA) iV an eVVenWial Wool in pXblic finance and debW
managemenW, eVpeciall\ foU coXnWUieV naYigaWing Whe challengeV of balancing econom˦
ic deYelopmenW ZiWh manageable debW leYelV. DSAV aUe XWiliVed b\ YaUioXV VWakehold˦
eUV, inclXding goYeUnmenWV, inWeUnaWional financial inVWiWXWionV (IFIV) like Whe IMF
and Whe WoUld Bank, aV Zell aV pUiYaWe VecWoU cUediWoUV and inYeVWoUV. The pXUpoVe of
Whe DSA iV Wo aVVeVV Whe abiliW\ of a coXnWU\ Wo meeW iWV cXUUenW and pUojecWed debW
VeUYice obligaWionV.

KEY COMPONENTS OF DEBT SUSTAINABILITY ANALYSIS

Debt Projections and Scenarios: DSAV inYolYe pUojecWing Whe fXWXUe paWh of a
coXnWU\˭V debW VWock XndeU diffeUenW VcenaUioV, inclXding baVeline pUojecWionV
baVed on cXUUenW policieV and alWeUnaWiYe VcenaUioV WhaW conVideU VhockV oU polic\
changeV. ConWingenW liabiliWieV aUe Waken inWo accoXnW in Whe pUepaUaWion of DSAV.

˶

Debt Indicators: VaUioXV debW indicaWoUV aUe XVed Wo aVVeVV VXVWainabiliW\,
inclXding Whe debW-Wo-GDP UaWio, debW VeUYice-Wo-UeYenXe UaWio and Whe e[WeUnal
debW-Wo-e[poUWV UaWio. TheVe indicaWoUV pUoYide a meaVXUe of Whe debW and debW
VeUYice bXUden UelaWiYe Wo Whe Vi]e of Whe econom\ and Whe coXnWU\˭V abiliW\ Wo
geneUaWe UeYenXe and foUeign e[change eaUningV.

˶

Thresholds and Benchmarks: DSAV compaUe WheVe indicaWoUV againVW ceUWain
WhUeVholdV oU benchmaUkV WhaW aUe conVideUed VXVWainable. TheVe WhUeVholdV ma\

˶



IMPORTANCE AND USES OF DEBT SUSTAINABILITY ANALYSIS

FiVcal UiVk UefeUV Wo Whe XnceUWainW\ aVVociaWed ZiWh foUecaVWing fXWXUe goYeUnmenW
UeYenXeV and e[pendiWXUeV, Zhich can lead Wo deYiaWionV fUom e[pecWed fiVcal oXW˦
comeV. TheVe UiVkV can VWem fUom a Zide Uange of VoXUceV inclXding macUoeconomic
YolaWiliW\, financial VecWoU YXlneUabiliWieV, naWXUal diVaVWeUV and conWingenW liabiliWieV.
The maWeUialiVaWion of fiVcal UiVkV can lead Wo VignificanW fiVcal and economic inVWabili˦
W\, neceVViWaWing caUefXl managemenW and miWigaWion VWUaWegieV.

SOURCES OF FISCAL RISK

Macroeconomic Risks: FlXcWXaWionV in economic gUoZWh, e[change UaWeV and com˦
modiW\ pUiceV can impacW goYeUnmenW UeYenXeV and e[pendiWXUeV.

YaU\ depending on Whe coXnWU\˭V Vpecific ciUcXmVWanceV, inclXding iWV leYel of
deYelopmenW, acceVV Wo financial maUkeWV and YXlneUabiliW\ Wo VhockV.
Policy Analysis: The anal\ViV alVo inYolYeV aVVeVVing Whe impacW of cXUUenW and
pUopoVed fiVcal and economic policieV on debW VXVWainabiliW\. ThiV inclXdeV
e[amining fiVcal adjXVWmenWV, VWUXcWXUal UefoUmV and inYeVWmenW planV Wo
deWeUmine WheiU implicaWionV foU debW d\namicV.

˶

Informing Policy Decisions: DSAV help goYeUnmenWV make infoUmed deciVionV
UegaUding boUUoZing and Whe incXUUence of gXaUanWeeV and oWheU conWingenW
liabiliWieV.

˶

Guiding International Support: DSAV aUe XVed b\ IFIV Wo deWeUmine Whe
appUopUiaWe leYel and W\pe of financial VXppoUW foU coXnWUieV, inclXding loanV,
gUanWV and debW Uelief.

˶

Information to Investors and Market Confidence: FoU inYeVWoUV and
cUediWoUV, DSAV pUoYide YalXable infoUmaWion on a coXnWU\˭V cUediWZoUWhineVV
and Whe UiVkV aVVociaWed ZiWh lending. A poViWiYe aVVeVVmenW can enhance a
coXnWU\˭V abiliW\ Wo acceVV inWeUnaWional capiWal maUkeWV and impUoYe Whe WeUmV of
boUUoZing.

˶

Preventing Crises: PeUhapV moVW impoUWanWl\, DSAV pla\ a cUiWical Uole in
idenWif\ing UiVkV and helping VoYeUeignV aYoid poWenWial debW cUiVeV. B\ deWecWing
XnVXVWainable debW d\namicV eaUl\, coXnWUieV can Wake pUeempWiYe acWion Wo aYoid
debW diVWUeVV oU UeVWUXcWXUing.

˶



Tail Risk Events/Pandemics, Natural Disasters and Climate Change: TheVe can
caXVe abUXpW and VignificanW incUeaVeV in goYeUnmenW Vpending on Uelief and Uecon˦
VWUXcWion effoUWV.

Contingent Liabilities: TheVe aUe poWenWial obligaWionV WhaW ma\ UeVXlW in fXWXUe
goYeUnmenW Vpending depending on Whe occXUUence of ceUWain eYenWV. FoU e[ample,
cUiVeV in Whe banking oU financial VecWoU can lead Wo VignificanW fiVcal coVWV, eVpeciall\
if Whe goYeUnmenW needV Wo inWeUYene Wo VWabiliVe Whe V\VWem.

FIG. 8. FiVcal RiVk AVVeVVmenW

EffecWiYe managemenW of fiVcal UiVkV UeTXiUeV a compUehenViYe appUoach WhaW inclXdeV
idenWificaWion, anal\ViV, diVcloVXUe and miWigaWion of UiVkV. A FiVcal RiVk ManagemenW
aVVeVVmenW ofWen enWailV:

Risk Identification and Assessment: S\VWemaWic idenWificaWion and aVVeVVmenW
of fiVcal UiVkV, inclXding boWh e[pliciW and impliciW conWingenW liabiliWieV. ThiV
inYolYeV caWalogXing poWenWial UiVkV and eYalXaWing WheiU likelihood and poWenWial
fiVcal impacW.

˶

Macro-fiscal Stress Testing: AVVeVVing Whe UeVilience of pXblic financeV Wo
adYeUVe macUoeconomic VcenaUioV. ThiV inYolYeV XVing VWUeVV WeVWV Wo VimXlaWe Whe
impacW of YaUioXV economic VhockV on goYeUnmenW financeV.

˶

Contingent Liability Management: EVWabliVhing fUameZoUkV foU managing
conWingenW liabiliWieV, VXch aV VeWWing capV on gXaUanWeeV, chaUging appUopUiaWe

˶



feeV foU gXaUanWeeV and cUeaWing conWingenc\ fXndV.
Medium-term Fiscal Frameworks: DeYeloping fiVcal fUameZoUkV WhaW
incoUpoUaWe UiVkV and XnceUWainWieV oYeU Whe mediXm WeUm, inclXding Whe
eVWabliVhmenW of fiVcal bXffeUV in good WimeV Wo be XVed in bad WimeV.

˶

Fiscal Risk Statements: PUepaUing and pXbliVhing fiVcal UiVk VWaWemenWV aV paUW
of Whe bXdgeW pUoceVV. TheVe VWaWemenWV pUoYide a compUehenViYe oYeUYieZ of
fiVcal UiVkV, WheiU poWenWial fiVcal impacW and miWigaWion meaVXUeV.

˶

Legal and Institutional Frameworks: EVWabliVhing VWUong legal and
inVWiWXWional fUameZoUkV WhaW VXppoUW fiVcal UiVk managemenW, inclXding cleaU
mandaWeV foU UiVk aVVeVVmenW and moniWoUing.

˶



SoYeUeign debW WUanVpaUenc\ UefeUV Wo Whe diVVeminaWion of Wimel\, compUehenViYe, ac˦
cXUaWe, acceVVible and inWelligible debW daWa, policieV and opeUaWionV. IW UeTXiUeV Whe
pXblic diVcloVXUe of maWeUiall\ impoUWanW aVpecWV of debW managemenW opeUaWionV,
paUWicXlaUl\ Whe oXWVWanding VWock and compoViWion of iWV debW liabiliWieV and financial
aVVeWV and, ZheUe Whe\ e[iVW, conWingenW liabiliWieV. IW VhoXld, hoZeYeU, be emphaViVed
WhaW VoYeUeign debW WUanVpaUenc\ goeV be\ond VoYeUeign debW UepoUWing. All VWake˦
holdeUV haYe a Uole Wo pla\ in pUomoWing debW WUanVpaUenc\ aV oXWlined beloZ:

The pUimaU\ UeVponVibiliW\ of enVXUing debW WUanVpaUenc\ lieV ZiWh Whe goYeUnmenW of
Whe boUUoZing coXnWU\. The goYeUnmenW needV Wo enVXUe WhaW Whe legal fUameZoUk
and inVWiWXWional aUUangemenWV enfoUce WUanVpaUenc\ in Whe conWUacWing, managemenW
and UepoUWing of VoYeUeign debW and conWingenW liabiliWieV.

CUediWoUV haYe Whe UeVponVibiliW\ of enVXUing WUanVpaUenc\ in lending and inYeVWmenW
pUacWiceV. In WhiV UegaUd, Whe InVWiWXWe of InWeUnaWional Finance haV called on all cUedi˦
WoUV, eVpeciall\ pUiYaWe lendeUV, Wo YolXnWaUil\ diVcloVe financial WUanVacWionV Wo en˦
hance VoYeUeign debW WUanVpaUenc\. The InVWiWXWe of InWeUnaWional Finance haV pXbl˧



iVhed a VeW of pUincipleV aYailable aW Whe ViWe and a UepoViWoU\ foU poVWing infoUmaWion
aboXW Whe WUanVacWionV Zhich iV hoVWed b\ Whe OECD.

The demand Vide of goYeUnance, inclXding Whe ciYil VocieW\, media, paUliamenW and
SAIV, iV impoUWanW in enVXUing VoXnd debW managemenW. CiWi]enV and ciYil VocieW\ oU˦
ganiVaWionV and Whe media haYe Whe UeVponVibiliW\ Wo demand accoXnWabiliW\ and
WUanVpaUenc\ fUom goYeUnmenWV UegaUding VoYeUeign debW and ZideU pXblic financial
managemenW.

The paUliamenW in moVW jXUiVdicWionV, eVpeciall\ ZheUe Whe\ haYe Whe poZeU of Whe
pXUVe, haV Whe UeVponVibiliW\ foU aXWhoUiVing and oYeUVighW of VoYeUeign debWV. ThiV
fXncWion mXVW be e[eUciVed baVed on adeTXaWe and Wimel\ infoUmaWion being made
aYailable Wo Whe paUliamenW acUoVV Whe loan managemenW c\cle b\ Whe e[ecXWiYe.

The SAIV VhoXld XndeUWake VWaWXWoU\, UiVk-baVed and peUfoUmance aXdiWV of Whe coXn˦
WU\˭V debW acWiYiWieV in a Wimel\ manneU. TheVe pUoYide effecWiYe feedback Wo Whe e[ecX˦
WiYe, paUliamenW and Whe pXblic on Whe peUfoUmance, inWegUiW\ and compliance of Whe
goYeUnmenW˭V debW-UaiVing and managemenW acWiYiWieV ZiWh e[WanW legiVlaWionV and
pUocedXUeV.

CUediW UaWing agencieV pUoYide infoUmaWion aboXW Whe boUUoZeUV WhaW helpV inYeVWoUV
and lendeUV make deciVionV on WheiU leYel of e[poVXUe Wo a coXnWU\ oU boUUoZeU.
TheiU UeYieZ and opinionV aUe highl\ YalXed b\ Whe VWakeholdeUV in Whe debW maUkeW
and diUecWl\ affecW cUediWoU behaYioXU. The facWoUV Whe\ conVideU in WheiU aVVeVVmenW
inclXde Whe coXnWU\˭V macUoeconomic peUfoUmance, IMF DSAV, TXaliW\ of Whe debW
managemenW office UepoUWing and domeVWic VoYeUeign debW Uepa\menW. CUediW UaWingV
aUe noW onl\ beneficial Wo Whe lendeUV, bXW Whe\ alVo benefiW Whe boUUoZing coXnWU\ aV
Whe\ pUoYide moUe WUanVpaUenc\ oYeU debW managemenW acWiYiWieV.



https://thecommonwealth.org/publications/handbook-public-debt-transparency
https://thecommonwealth.org/publications/handbook-public-debt-transparency


HiVWoUicall\, AfUican coXnWUieV haYe fXnded WhemVelYeV in foUeign cXUUenc\ debW aV a
UeVXlW of Whe limiWed depWh of Whe domeVWic financial maUkeWV. ThiV iV a caXVe foU con˦
ceUn Vince high leYelV of foUeign-cXUUenc\ debW e[poVXUe incUeaVe a VoYeUeign˭V YXl˦
neUabiliW\ Wo Uefinancing, e[change UaWe UiVk and macUoeconomic VhockV.

SWUengWhening domeVWic debW maUkeWV can help miWigaWe WheVe UiVkV and pUoYide a VWa˦
ble and VXVWainable VoXUce of local cXUUenc\ financing. DomeVWic maUkeWV alVo haYe an
impoUWanW Uole Wo pla\ in mobiliVing pUiYaWe capiWal Wo finance domeVWic deYelopmenW.
AW Whe Vame Wime, Zell-fXncWioning domeVWic bond maUkeWV alloZ goYeUnmenWV Wo
manage macUoeconomic and fiVcal UiVkV and pUoYide pUicing benchmaUkV foU local
companieV.

In man\ coXnWUieV, deciVionV b\ debW manageUV haYe been impoUWanW caWal\VWV in de˦
Yeloping Whe oYeUall VWUXcWXUe of Whe domeVWic cUediW and capiWal maUkeWV. TheVe deci˦
VionV inclXde Zhich W\peV of inVWUXmenWV Wo iVVXe, Whe moVW appUopUiaWe iVVXance
VWUaWeg\ and maUkeW infUaVWUXcWXUe foU VXppoUWing WheVe inVWUXmenWV ˪ all of Zhich
aUe cUiWicall\ impoUWanW Wo Whe deYelopmenW of domeVWic capiWal maUkeWV. In paUWicXlaU,
domeVWic financial inVWiWXWionV benefiW fUom haYing aYailable VoYeUeign debW inVWUX˦
menWV in Zhich Wo inYeVW and WhaW can pUoYide benchmaUkV foU Whe pUicing of oWheU



maUkeW boUUoZeUV (inclXding coUpoUaWeV). ThiV, in WXUn, bUoadenV Whe domeVWic cUediW
maUkeWV, making domeVWic cUediW aYailable Wo enWeUpUiVeV and indiYidXalV.

OYeUall, a Zell-deYeloped domeVWic cUediW and capiWal maUkeW can faciliWaWe economic
deYelopmenW and make Whe econom\ moUe UeVilienW Wo e[WeUnal VhockV.

The VWaUWing poinW foU Whe deYelopmenW of Whe domeVWic debW maUkeW ma\ be Wo XndeU˦
Wake an aVVeVVmenW and benchmaUking of Whe e[iVWing domeVWic debW maUkeW Wo deWeU˦
mine iWV VWUengWhV, ZeakneVVeV and gapV.

Legal and Regulatory Framework: TheUe iV a need foU a Zell-defined legal and
UegXlaWoU\ fUameZoUk coYeUing Whe goYeUnmenW˭V domeVWic debW opeUaWionV and
oYeUall pXblic financial managemenW. ThiV mXVW be haUmoniVed ZiWh VecXUiWieV,
banking and oWheU peUWinenW laZV and UegXlaWionV. In addiWion, a UobXVW Wa[
V\VWem and UegXlaWoU\ infUaVWUXcWXUe VhoXld be in place.

˶

Macroeconomic Stability: The deYelopmenW of Whe domeVWic debW maUkeW
VXbViVWV on VoXnd macUoeconomic policieV b\ Whe goYeUnmenW. TheUe iV,
WheUefoUe, Whe need Wo haUmoniVe boWh fiVcal and moneWaU\ policieV Wo enVXUe
macUoeconomic VWabiliW\.

˶

Market Infrastructure: TheUe iV a need foU a maUkeW infUaVWUXcWXUe WhaW
VXppoUWV WUading and enVXUeV efficienc\ in goYeUnmenW VecXUiWieV. IW iV ke\ foU Whe
goYeUnmenW Wo inYeVW in VWaWe-of-Whe-aUW aXcWion V\VWemV, CenWUal SecXUiWieV
DepoViWoU\, pa\menW and cleaUance V\VWemV, eWc.

˶

Money Market Development: DeYeloping an acWiYe mone\ maUkeW iV ke\ Wo
Whe deYelopmenW of Whe domeVWic debW maUkeW. The mone\ maUkeW pUoYideV
liTXidiW\ and VXppoUWV financial inVWiWXWionV Wo coYeU WheiU VhoUW-WeUm liTXidiW\
needV.

˶

Development of Yield Curve: IW iV impoUWanW foU Whe goYeUnmenW Wo deYelop a
\ield cXUYe foU goYeUnmenW VecXUiWieV b\ inWUodXcing a Uange of VhoUW-WeUm,
mediXm-WeUm and long-WeUm inVWUXmenWV in line ZiWh inYeVWoU pUefeUenceV.

˶

Diversified Investor Base: The dominance of Whe banking VecWoU in Whe
domeVWic debW maUkeW haV been VhoZn Wo XndeUmine financial maUkeW VWabiliW\
and economic gUoZWh. IW iV, WheUefoUe, impoUWanW foU Whe goYeUnmenW Wo diYeUVif\
Whe inYeVWoU baVe Wo inclXde moUe inVWiWXWional inYeVWoUV. TheUe iV alVo Whe need
foU conWinXoXV maUkeW engagemenWV WhUoXgh a Zell-planned inYeVWoU UelaWionV
pUogUamme Wo pUoYide needed maUkeW infoUmaWion Wo inYeVWoUV.

˶



The benefiWV of Whe domeVWic debW maUkeW noWZiWhVWanding, UecenW deYelopmenWV in
Vome AfUican debW maUkeWV poVW Whe COVID-19 pandemic haYe heighWened conceUnV
aboXW Whe impacW of goYeUnmenW domeVWic debW opeUaWionV on financial VWabiliW\ in Whe
domeVWic maUkeW. IW iV, WheUefoUe, impeUaWiYe foU coXnWUieV ZiWh naVcenW debW maUkeWV
Wo be VWUaWegic in WheiU policieV and appUoach Wo deYeloping WheVe maUkeWV. Some of
Whe pecXliaU challengeV WhaW AfUican coXnWUieV face aUe diVcXVVed beloZ:

SMALL ECONOMIES

CoXnWUieV ZiWh UelaWiYel\ Vmall economieV haYe foXnd iW paUWicXlaUl\ challenging Wo
deYelop WheiU domeVWic debW maUkeWV. TheVe coXnWUieV Wend Wo lack effecWiYe financial
maUkeWV, infUaVWUXcWXUe and Vkilled capaciW\ Wo opeUaWe capiWal maUkeWV. In WheVe con˦
We[WV, Whe deYelopmenW of Uegional capiWal oU debW maUkeWV can open Xp oppoUWXniWieV
foU all coXnWUieV Wo acceVV financing on faiU WeUmV.

GOVERNMENT DOMINANCE

GoYeUnmenW dominance in Whe domeVWic debW maUkeW can cUoZd oXW pUiYaWe VecWoU paU˦
WicipaWion and limiW Whe e[WenW Wo Zhich Whe domeVWic debW maUkeW coXld deYelop. The
e[pecWaWion foU maUkeW deYelopmenW iV foU Whe goYeUnmenW Wo pUoYide Whe neceVVaU\
benchmaUkV Wo encoXUage oWheU pUiYaWe VecWoU paUWicipaWion (coUpoUaWe iVVXeUV).
HoZeYeU, WheUe iV a Wendenc\ foU AfUican goYeUnmenWV Wo become Whe onl\ VignificanW
iVVXeUV in Whe domeVWic maUkeWplace, Vo VWifling oWheU paUWicipanWV. FoU inVWance, if goY˦
eUnmenW debW offeUV moUe aWWUacWiYe UeWXUnV Whan Whe pUiYaWe VecWoU enWiWieV can affoUd,
WhiV can e[clXde pUiYaWe VecWoU boUUoZeUV and UedXce WheiU paUWicipaWion in Whe maUkeW.

Institutional Capacity: TheUe iV a need foU VWUong inVWiWXWionV boWh on Whe
iVVXance and UegXlaWoU\ Vide of Whe maUkeW Wo enVXUe WhaW opeUaWionV aUe faiU and
WUanVpaUenW. AV Whe iVVXeU, Whe goYeUnmenW needV Wo pUoYide adeTXaWe UeVoXUceV
Wo debW managemenW officeV Wo enVXUe WhaW Whe\ aUe Zell-eTXipped in WheiU
iVVXance, managemenW and UepoUWing fXncWionV.

˶

Transparency: The domeVWic maUkeW WhUiYeV on infoUmaWion, and WheUe iV a need
foU Whe goYeUnmenW Wo enVXUe WhaW infoUmaWion iV made aYailable Wo Whe maUkeW in
a Wimel\ and WUanVpaUenW manneU Wo foVWeU inYeVWoU confidence.

˶



BANKING SECTOR

The banking VecWoU iV cUiWical Wo Whe deYelopmenW of Whe domeVWic debW maUkeW. In
Vome coXnWUieV, Whe banking VecWoU iV noW pla\ing WhiV Uole Zell enoXgh eiWheU becaXVe
Whe\ aUe UiVk-aYeUVe oU Whe macUoeconomic polic\ enYiUonmenW doeV noW VXppoUW ef˦
fecWiYe paUWicipaWion of Whe banking VecWoU. The moneWaU\ aXWhoUiWieV and Whe debW
managemenW agencieV VhoXld deVign VWUaWegieV WhaW encoXUage Whe banking VecWoU˭V
paUWicipaWion in Whe domeVWic debW maUkeW.

FRAGILITY

FUagiliW\ poVeV a challenge Wo Whe deYelopmenW of capiWal maUkeWV. FUagile enYiUon˦
menWV aUe chaUacWeUiVed b\ conflicWV, inVecXUiW\, economic inVWabiliW\ and lack of in˦
YeVWoU inWeUeVW.



InWeUeVW UaWe VZapV and cUoVV-cXUUenc\ VZapV aUe ofWen XVed b\ VoYeUeignV Wo hedge
inWeUeVW UaWe and foUeign e[change UiVk. The\ aUe e[ampleV of oYeU-Whe-coXnWeU
(OTC) deUiYaWiYeV WUanVacWionV.

A W\pical inWeUeVW UaWe VZap inYolYeV one paUW\ agUeeing Wo pa\ a floaWing UaWe of inWeU˦
eVW on a noWional pUincipal amoXnW, in e[change foU a fi[ed UaWe of inWeUeVW on Whe
Vame noWional pUincipal amoXnW. PUincipal amoXnWV aUe noW e[changed. The inWeUeVW
UaWe pa\menWV Zill be made on VchedXled pa\menW daWeV dXUing Whe WeUm of Whe inWeU˦
eVW UaWe VZap WUanVacWion.

A VoYeUeign Zhich haV boUUoZed mone\ (foU e[ample, USD 100 million) aW a floaW˦
ing UaWe of inWeUeVW (foU e[ample, on a SOFR baViV) pa\able Vemi-annXall\, mighW ZiVh
Wo hedge boWh Whe UiVk of SOFR incUeaVing and Whe UiVk WhaW iWV oZn cXUUenc\ depUeci˦
aWeV againVW Whe US dollaU. IW coXld hedge WhaW UiVk b\ enWeUing inWo an inWeUeVW-UaWe
VZap ZiWh a bank. The bank ZoXld agUee Wo pa\ Whe VoYeUeign SOFR on a noWional
pUincipal amoXnW of USD 100 million on Whe Vame inWeUeVW pa\menW daWeV aV Whe loan
and Whe VoYeUeign ZoXld agUee Wo pa\ Whe bank a fi[ed UaWe on Whe Vame noWional pUin˦
cipal amoXnW and Whe Vame pa\menW daWeV.

The effecW foU Whe VoYeUeign iV WhaW iW pa\V a fi[ed UaWe XndeU Whe VZap and UeceiYeV Whe
floaWing UaWe WhaW iW needV Wo pa\ Wo iWV lendeU.



A cUoVV-cXUUenc\ VZap inYolYeV one paUW\ agUeeing Wo pa\ a UaWe of inWeUeVW (Zhich
coXld be fi[ed oU floaWing) on a noWional pUincipal amoXnW denominaWed in one cXU˦
Uenc\, in e[change foU a diffeUenW UaWe of inWeUeVW (Zhich coXld be fi[ed oU floaWing)
on a noWional pUincipal amoXnW denominaWed in anoWheU cXUUenc\. Unlike inWeUeVW
UaWe VZapV, pUincipal amoXnWV aUe e[changed aW Whe beginning and Whe end of a cUoVV-
cXUUenc\ VZap WUanVacWion. The inWeUeVW UaWe pa\menWV Zill be made on VchedXled
pa\menW daWeV dXUing Whe WeUm of Whe WUanVacWion.

A VoYeUeign Zhich haV boUUoZed mone\ (foU e[ample, USD 100 million) aW a floaW˦
ing UaWe of inWeUeVW (foU e[ample, on a SOFR baViV) pa\able Vemi-annXall\, mighW ZiVh
Wo hedge boWh Whe UiVk of SOFR incUeaVing and Whe UiVk WhaW iWV oZn cXUUenc\ depUeci˦
aWeV againVW Whe US dollaU. IW coXld do Vo b\ enWeUing inWo a cUoVV-cXUUenc\ VZap ZiWh
a bank. AW Whe VWaUW of Whe WUanVacWion, Whe bank ZoXld agUee Wo pa\ Whe VoYeUeign Whe
local cXUUenc\ eTXiYalenW of USD 100 million and Whe VoYeUeign ZoXld pa\ USD 100
million (Whe amoXnW WhaW iW boUUoZed) Wo Whe bank. DXUing Whe WeUm of Whe WUanVac˦
Wion, Whe bank Zill pa\ Whe VoYeUeign SOFR on a noWional pUincipal amoXnW of USD
100 million on Whe Vame inWeUeVW pa\menW daWeV aV Whe loan and Whe VoYeUeign Zill pa\
Whe bank a fi[ed UaWe on a noWional pUincipal amoXnW eTXal Wo Whe local cXUUenc\
eTXiYalenW of USD 100 million on Whe Vame pa\menW daWeV. AW maWXUiW\ of Whe WUanV˦
acWion, Whe bank Zill pa\ Whe VoYeUeign USD 100 million (alloZing Whe bank Wo Uepa\
iWV USD debW) and Whe VoYeUeign Zill pa\ Whe bank Whe Vame amoXnW in local cXUUenc\
WhaW iW UeceiYed aW Whe VWaUW of Whe WUanVacWion.

The effecW foU Whe VoYeUeign iV WhaW iW haV hedged boWh inWeUeVW UaWe and foUeign e[˦
change UiVk aVVociaWed ZiWh Whe USD loan.

In addiWion Wo hedging inWeUeVW UaWe and cXUUenc\ UiVk WhUoXgh a VZap, a VoYeUeign
mighW alVo ZiVh Wo hedge commodiW\ pUice UiVk (Whe UiVk WhaW Whe pUiceV foU com˦
modiWieV e[poUWed Zill dUop). IW coXld do Vo b\ enWeUing inWo a commodiW\ pUice VZap
XndeU Zhich iW agUeeV Wo pa\ an amoXnW Wo iWV VZap coXnWeUpaUW\ if Whe commodiW\
pUice e[ceedV an agUeed-Xpon leYel and Wo UeceiYe pa\menWV if Whe commodiW\ pUice iV
beloZ WhaW leYel.



InWeUeVW UaWe VZapV and cUoVV-cXUUenc\ VZapV aUe XVXall\ enWeUed inWo OTC: Whe\ aUe
pUiYaWel\ negoWiaWed and noW VXbjecW Wo Whe VWandaUdiVaWion WhaW ZoXld be UeTXiUed foU
conWUacWV liVWed on an e[change, alWhoXgh VZapV aUe VomeWimeV aYailable on WUading
plaWfoUmV.

AlWhoXgh e[ecXWed bilaWeUall\ beWZeen WZo conWUacWing paUWieV, ceUWain W\peV of OTC
deUiYaWiYeV ˪ WhoVe WhaW aUe UelaWiYel\ VWandaUd and Zhich haYe noW been cXVWomiVed
˪ ma\ be cleaUed WhUoXgh cleaUinghoXVeV. Non-VWandaUd and cXVWomiVed OTC deUiY˦
aWiYeV Uemain bilaWeUal WUanVacWionV WhUoXghoXW WheiU WeUm.

The conWUacWV UeTXiUed Wo VXppoUW OTC deUiYaWiYeV aUe comple[. The\ aUe ofWen
baVed on VWandaUd foUmV, inclXding a maVWeU agUeemenW, pXbliVhed b\ Whe
InWeUnaWional SZapV and DeUiYaWiYeV AVVociaWion, Inc. (ISDA) bXW Whe\ can be heaYil\
negoWiaWed.

AlWhoXgh deUiYaWiYeV aUe deVigned Wo UedXce Whe UiVk foU one paUW\ (foU e[ample, in˦
WeUeVW UaWe UiVk foU Whe VoYeUeign) b\ VhifWing WhaW UiVk Wo anoWheU paUW\, one of Whe
conVeTXenceV foU a paUW\ enWeUing inWo a deUiYaWiYe iV WhaW iW WakeV on cUediW UiVk; Whe
UiVk WhaW iWV coXnWeUpaUW\ failV Wo peUfoUm on ZhaW ZoXld oWheUZiVe be a YalXable
WUanVacWion foU WhaW paUW\. TheUe aUe VeYeUal WechniTXeV foU miWigaWing and UedXcing
WhiV UiVk.

One of Whe moVW impoUWanW WechniTXeV iV ˰neWWing .˱ ISDA˭V maVWeU agUeemenW conWainV
cloVe-oXW neWWing pUoYiVionV ˪ pUoYiVionV in Whe agUeemenW WhaW alloZ one paUW\ Wo
WeUminaWe oXWVWanding WUanVacWionV if Whe oWheU paUW\ defaXlWV and, haYing WeUminaWed,
Wo calcXlaWe a Vingle neW amoXnW pa\able beWZeen Whe paUWieV UeflecWing Whe coVWV (oU
gainV) of Whe non-defaXlWing paUW\ in Ueplacing Whe WeUminaWed WUanVacWionV.

AnoWheU common WechniTXe foU UedXcing cUediW UiVk iV collaWeUaliVaWion. IW iV common
foU paUWieV Wo OTC deUiYaWiYeV Wo e[change maUginV in Whe foUm of caVh and/oU
VecXUiWieV.









ConWingenW liabiliWieV aUe obligaWionV WhaW ma\ oU ma\ noW become acWXal liabiliWieV,
depending on ZheWheU paUWicXlaU eYenWV occXU in Whe fXWXUe. UnWil Whe\ maWeUialiVe
(oU aUe UealiVed), conWingenW liabiliWieV do noW UeTXiUe Wo be VeUYiced and aUe noW in˦
clXded in Whe definiWion of debW XndeU moVW pXblic accoXnWing and VWaWiVWical VWan˦
daUdV. HoZeYeU, jXVW becaXVe Whe\ do noW make an immediaWe demand on Whe VoY˦
eUeign˭V caVh floZ, Whe\ VhoXld noW be oYeUlooked b\ goYeUnmenW officialV. AV Whe\ af˦
fecW a coXnWU\˭V financial oXWlook, Whe\ Zill be inclXded in a DSA.

RecenW hiVWoU\ on Whe ConWinenW VhoZV WhaW conWingenW liabiliWieV aUe a VignificanW
VoXUce of fiVcal UiVk. DebW manageUV VhoXld enVXUe WhaW Whe impacW of UiVkV aVVociaWed
ZiWh conWingenW liabiliWieV on Whe goYeUnmenW˭V financial poViWion iV Waken inWo conVid˦
eUaWion Zhen condXcWing Whe debW VXVWainabiliW\ anal\ViV. ConWingenW liabiliWieV pUo˦
dXce an ˰icebeUg˱ illXVion (aV illXVWUaWed beloZ), in WhaW one can Vee ceUWain liabiliWieV
bXW noW all of Whem, dXe Wo WheiU conWingenW naWXUe. ThiV W\pe of liabiliW\ iV incUeaVing˦
l\ UecogniVed aV impoUWanW. In VeYeUal caVeV, failXUe Wo diVcloVe and pUepaUe foU VXch
UiVkV haV led Wo laUge incUeaVeV in VoYeUeign debW and WUiggeUed fiVcal cUiVeV.



FIG. 9. ConWingenW LiabiliWieV ˰ The IcebeUg IllXVion˱



The folloZing W\peV of conWingenW liabiliWieV and WheiU conVeTXenceV aUe conVideUed in
WhiV chapWeU:

TABLE 8. Ta[onom\ of ConWingenW LiabiliWieV

EXPLICIT CONTINGENT LIABILITIES

E[pliciW conWingenW liabiliWieV aUe e[pUeVV legal oU conWUacWXal commiWmenWV of Whe
CenWUal GoYeUnmenW. The\ Wake Whe foUm of goYeUnmenW gXaUanWeeV, coXnWeU-gXaUan˦
WeeV, indemniWieV and oWheU pUice VXppoUW mechaniVmV. TheVe aUe VomeWimeV UefeUUed
Wo geneUicall\ aV ˰ cUediW enhancemenW˱ oU ˰ cUediW VXppoUW .˱

E[pliciW conWingenW liabiliWieV aUiVing fUom e[pUeVV conWUacWXal obligaWionV VXch
aV cUediW enhancemenWV and oWheU cUediW VXppoUW inVWUXmenWV. TheVe inclXde
gXaUanWeeV, on-lending aUUangemenWV, coXnWeU-gXaUanWeeV, indemniWieV and
pUice-VXppoUW mechaniVmV.

1.

ImpliciW conWingenW liabiliWieV aUiVing fUom Whe VoYeUeign˭V pXblic VeUYice and
geneUal poliWical econom\ obligaWionV, VXch aV VXppoUWing fXWXUe penVionV and
healWh and edXcaWion VeUYiceV, bank bailoXW, VXbnaWional debW, and SOE debW.

2.



GUARANTEES

A gXaUanWee iV an XndeUWaking b\ a peUVon (Whe ˰gXaUanWoU˱) Wo anVZeU foU Whe pa\˦
menW oU peUfoUmance of anoWheU peUVon˭V debW oU obligaWion (Whe ˰pUimaU\ obligoU˱)
in Whe eYenW of non-pa\menW oU non-peUfoUmance of Whe obligaWion b\ Whe pUimaU\
obligoU. A goYeUnmenW gXaUanWee iV a common and UecogniVed foUm of cUediW VXppoUW
Zhich haV Whe adYanWage of noW diUecWl\ impacWing Whe goYeUnmenW˭V liTXidiW\. AV ZiWh
all cUediW enhancemenW inVWUXmenWV, gUeaW caUe VhoXld be Waken Zhen dUafWing Whem.
In paUWicXlaU, VoYeUeign debW manageUV VhoXld be cleaU on (a) Whe e[WenW of Whe gXaU˦
anWeed obligaWionV and (b) Whe WUiggeU Zhich enWiWleV Whe beneficiaU\ of Whe gXaUanWee
Wo demand pa\menW oU oWheU peUfoUmance XndeU Whe gXaUanWee.

AfUican VWaWeV ofWen iVVXe diUecW sovereign guarantees in Whe conWe[W of cUiWical goY˦
eUnmenW-VXppoUWed pUojecWV WhaW aUe e[pecWed Wo pUodXce long-WeUm economic
benefiWV.

DiUecW VoYeUeign gXaUanWeeV can Wake YaUioXV foUmV and ma\ appeaU XndeU diffeUenW
nameV depending on Whe naWXUe of Whe oYeUall aUUangemenWV oU Whe maUkeW conYen˦
WionV ZiWhin Zhich Whe\ opeUaWe. The\ ma\ be docXmenWed aV VWandalone VepaUaWe
docXmenWV oU inclXded in oWheU docXmenWV (e.g., Whe debW conWUacW beWZeen Whe cUedi˦
WoU and Whe pUimaU\ obligoU) Zhich Zill coYeU man\ oWheU maWWeUV beVideV Whe
gXaUanWee.

FoU e[ample, in Whe caVe of laUge infUaVWUXcWXUe pUojecWV, gXaUanWee pUoYiVionV ma\ be
inclXded eiWheU in VWandalone docXmenWV labelled ˬVoYeUeign gXaUanWee˭ oU ˬgoYeUn˦
menW gXaUanWee˭ oU embedded in one of Whe man\ docXmenWV of VXch a pUojecW, VXch
aV implemenWaWion agUeemenWV, conceVVion agUeemenWV and goYeUnmenW VXppoUW
agUeemenWV/leWWeUV of comfoUW. The\ ma\ alVo Wake Whe foUm of pXW-and-call opWion
agUeemenWV.



FIG. 10. DiUecW SoYeUeign GXaUanWeeV

The Vcope of gXaUanWeeV YaUieV enoUmoXVl\. The\ can Uange fUom a Vimple gXaUanWee
limiWed Wo coYeUing a WeUminaWion pa\menW Wo Whe cUediWoU Wo a gXaUanWee of eYeU\ Vin˦
gle financial pa\menW, oU oWheU loVV, coVW oU e[penVe of Whe cUediWoU. NeYeUWheleVV, Whe
main pXUpoVe of a VoYeUeign gXaUanWee iV alZa\V Whe Vame: Wo enhance oU VXppoUW Whe
cUediWZoUWhineVV of Whe pUimaU\ obligoU.



An indiUecW oU coXnWeU-gXaUanWee aUiVeV Zhen Whe goYeUnmenW agUeeV Wo gXaUanWee Whe
obligaWionV of anoWheU gXaUanWoU aV oppoVed Wo Whe obligaWionV of Whe pUimaU\ obligoU.

TheUe aUe aW leaVW foXU paUWieV inYolYed Zhen a coXnWeU-gXaUanWee iV iVVXed b\ a goY˦
eUnmenW: Whe goYeUnmenW iWVelf aV Whe coXnWeU-gXaUanWoU, Whe pUimaU\ gXaUanWoU, Whe
pUimaU\ obligoU and Whe cUediWoU. The pUimaU\ gXaUanWoU iV W\picall\ a financial inVWi˦
WXWion ZiWh a high cUediW UaWing. The coXnWeU-gXaUanWee addV anoWheU leYel of cUediW
enhancemenW foU Whe XndeUl\ing WUanVacWion, aV Whe cUediWZoUWhineVV of Whe coXnWeU-



gXaUanWoU Zill alVo be conVideUed b\ Whe cUediWoU (and an\ oWheU inWeUeVWed paUWieV
VXch aV UaWing agencieV) in WheiU cUediW anal\ViV of Whe WUanVacWion.

FoU e[ample, a financial inVWiWXWion (Whe pUimaU\ gXaUanWoU) mighW UeTXiUe a goYeUn˦
menW coXnWeU-gXaUanWee Wo agUee Wo iVVXe a leWWeU of cUediW in faYoXU of a pUiYaWe com˦
pan\ (Whe cUediWoU). FoU Whe goYeUnmenW, gUanWing a coXnWeU-gXaUanWee Wo Whe pUima˦
U\ gXaUanWoU haV an eTXiYalenW cUediW UiVk Wo gUanWing a gXaUanWee diUecWl\ in faYoXU
of Whe cUediWoU. The cUediWoU ma\ onl\ be able oU pUepaUed Wo enWeU inWo Whe pUimaU\
conWUacW if Whe cUediW VXppoUW comeV fUom Whe financial inVWiWXWion/pUimaU\ gXaUanWoU.

AnoWheU e[ample of XVing a coXnWeU-gXaUanWee iV in Whe conWe[W of a partial risk
guarantee (PRG). The PRG iV an inVWUXmenW iVVXed b\ a mXlWilaWeUal bank (Whe pUi˦
maU\ gXaUanWoU) Wo a pUiYaWe enWiW\ (Whe cUediWoU) Wo gXaUanWee a Vpecific nXmbeU of
pa\menWV XndeU an infUaVWUXcWXUe oU oWheU laUge-Vcale pUojecW. In WXUn, Whe mXlWilaWeU˦
al bank (Whe pUimaU\ gXaUanWoU) Zill UeTXiUe Whe goYeUnmenW (aV coXnWeU-gXaUanWoU)
Wo coXnWeU-gXaUanWee Whe obligaWionV of Whe mXlWilaWeUal bank XndeU Whe PRG. If Whe
mXlWilaWeUal bank mXVW pa\ XndeU Whe PRG, iW Zill UeTXeVW UeimbXUVemenW fUom Whe
goYeUnmenW XndeU Whe coXnWeU-gXaUanWee. AV a UeVXlW, Whe goYeUnmenW Zill haYe a lia˦
biliW\ conWingenW on Whe UiVk WhaW Whe mXlWilaWeUal bank makeV a pa\menW XndeU Whe
PRG.

IW iV impoUWanW Wo noWe WhaW becaXVe of Whe coXnWeU-gXaUanWee, Whe PRG VWUXcWXUe Zill
cUeaWe a conWingenW liabiliW\ VimilaU Wo Whe one cUeaWed XndeU a diUecW gXaUanWee b\ Whe
goYeUnmenW in faYoXU of Whe cUediWoU. ThiV iV becaXVe Whe UiVk iV XlWimaWel\ Whe Vame,
i.e., Whe defaXlW of Whe pUimaU\ obligoU (W\picall\ an SOE) Wo Whe cUediWoU XndeU Whe
conWUacW gXaUanWeed b\ Whe PRG. FoU Whe goYeUnmenW, Whe adYanWage of Whe PRG lieV
in Whe goYeUnmenW˭V abiliW\ Wo obWain beWWeU financing WeUmV foU Whe pUimaU\ obligoU
(iWV oZn SOE) aV Whe UiVk foU Whe cUediWoU iV UedXced WhUoXgh Whe mediaWion of Whe
mXlWilaWeUal bank aV pUimaU\ gXaUanWoU.



FIG. 11. CoXnWeU-GXaUanWee SWUXcWXUe

EXPORT CREDIT COUNTER-GUARANTEED BY THE SOVEREIGN

While finance WhUoXgh official ECAV iV cUXcial foU Vome pUodXcWV (VXch aV aiUcUafW),
goYeUnmenW inWeUYenWion in Whe e[poUW cUediW bXVineVV iV mainl\ Wo inVXUe oU gXaUan˦
Wee pUiYaWe e[poUW cUediW. In all of WheVe caVeV, Whe gXaUanWee (oU oWheU VXppoUW) giYen
b\ Whe ECAV Zill be coXnWeU-gXaUanWeed b\ Whe VoYeUeign, and, Wo Whe e[WenW WhaW Whe
ECA gXaUanWee iV called, Whe XndeUl\ing debW Zill become a goYeUnmenW-Wo-goYeUn˦
menW debW. DebW manageUV VhoXld WheUefoUe moniWoU Whe VoYeUeign˭V e[poVXUe
WhUoXgh VXch ECA coXnWeU-gXaUanWeeV, noWing ZheWheU membeUV of Whe PaUiV ClXb
pUoYide Whe ECA coYeU oU noW.

INDEMNITIES

GoYeUnmenW VXppoUW can alVo foUm an agUeemenW Wo indemnif\ a paUW\ in Whe eYenW of
a loVV. SXch indemniWieV aUe bUoadeU in WheiU Vcope aV compenVaWion mechaniVmV bXW
haYe XlWimaWel\ VimilaU effecWV Wo compUehenViYe gXaUanWeeV oU coXnWeU-gXaUanWeeV.

FoU e[ample, inVXUance foU poliWical UiVk fUom a mXlWilaWeUal bank (e.g., MIGA) iVVXed
Wo eaVe Whe fXndUaiVing effoUWV foU a Vpecific infUaVWUXcWXUe pUojecW Zill W\picall\ Ue˦
TXiUe Whe goYeUnmenW Wo agUee Wo indemnif\ WhaW mXlWilaWeUal bank if a claim iV made
XndeU Whe inVXUance polic\. FoU WhiV pXUpoVe, a liabiliW\ conWingenW on Whe UiVk of a



claim XndeU Whe poliWical UiVk inVXUance Zill be cUeaWed b\ Whe indemniW\ and VhoXld
be UecoUded aV a conWingenW liabiliW\.

The ke\ diffeUence beWZeen indemniWieV and gXaUanWeeV iV WhaW XndeU a gXaUanWee
claim, Whe gXaUanWoU Zill be liable onl\ foU a Zell-foXnded claim. An indemniW\ claim
Zill noW conVideU ZheWheU oU noW Whe indemnified paUW\ should have VXffeUed a loVV, bXW
onl\ if iW haV, in facW, VXffeUed a loVV. IW iV Wechnicall\ eaVieU Wo geW compenVaWed XndeU
an indemniW\ Whan XndeU a gXaUanWee.

FIG. 12. IndemnificaWion SWUXcWXUe

PRICE SUPPORT UNDERTAKINGS

PUice VXppoUW XndeUWakingV aUe agUeemenWV Wo inWeUYene if Whe UeYenXe anWicipaWed b\
Whe cUediWoU pUoYeV Wo be leVV Whan a pUe-agUeed minimXm ˰ flooU˱ amoXnW (Whe ˰ mini˦
mXm e[pecWed UeYenXe˱). The UeYenXe flXcWXaWion ma\ be linked Wo commodiW\
pUiceV, cXUUenc\ e[change UaWeV oU oWheU UeleYanW facWoUV. AV a UeVXlW, Whe compenVa˦
Wion mechaniVm ma\ YaU\ VignificanWl\ fUom one agUeemenW Wo anoWheU, depending on
Whe naWXUe of Whe UiVk gXaUanWeed b\ Whe goYeUnmenW. HoZeYeU, once Whe cUediWoU
claimV a VhoUWfall, Whe goYeUnmenW Zill pa\ Whe diffeUence beWZeen Whe minimXm e[˦
pecWed UeYenXe and Whe acWXal UeYenXe.

PUice VXppoUW XndeUWakingV WheUefoUe VeUYe a fXncWion VimilaU Wo a gXaUanWee. The
conWingenW liabiliWieV Whe\ cUeaWe VhoXld be anal\Ved and aVVeVVed ZiWh Whe Vame caUe
and UigoXU.



KEY CONSIDERATIONS FOR EXPLICIT CONTINGENT LIABILITIES

CUediW enhancemenW inVWUXmenWV giYing UiVe Wo e[pliciW conWingenW liabiliWieV ma\ YaU\
gUeaWl\ in WheiU Vcope. The\ can Uange fUom a fXll gXaUanWee of Whe pUimaU\ obligoU˭V
obligaWionV XndeU Whe pUimaU\ conWUacW, oU Whe\ ma\ be limiWed Wo Vpecific W\peV of
loVVeV, Vi]e of amoXnWV oU ciUcXmVWanceV in Zhich Whe\ can be called.

CUediW enhancemenW inVWUXmenWV ma\ alVo coYeU UiVkV Zhich aUe noW inclXded in Whe
pUimaU\ conWUacW bXW b\ naWXUe, aUe conVideUed Wo be XndeU Whe goYeUnmenW˭V conWUol
(e.g., poliWical UiVk). The WeUmV of a cUediW enhancemenW inVWUXmenW Zill depend on
VeYeUal facWoUV inclXding Whe cUediWZoUWhineVV of Whe pUimaU\ obligoU, Whe naWXUe of
Whe UiVkV coYeUed and ZheWheU oWheU cUediW enhancemenW inVWUXmenWV aUe in place.

The goYeUnmenW mXVW cleaUl\ XndeUVWand Whe naWXUe of Whe pUimaU\ obligoU˭V obliga˦
Wion Wo Whe cUediWoU. IW VhoXld alZa\V anal\Ve boWh Whe WeUmV and condiWionV of Whe
cUediW enhancemenW inVWUXmenW iW iV being aVked Wo pUoYide and Whe pUimaU\ conWUacW
aV Zell aV Whe implicaWionV foU Whe coXnWU\˭V fiVcal condiWion. FailXUe Wo do boWh ma\
UeVXlW in a VeUioXV miVcalcXlaWion of Whe naWXUe and Vcope of Whe conWingenW liabiliW\
aVVXmed. To miWigaWe cUediW UiVkV and enVXUe Whe pUimaU\ obligoU (VXch aV SOE) peU˦
foUmV iWV obligaWion, Whe goYeUnmenW VhoXld adopW a cleaU polic\ on, e.g., Whe condi˦
WionV foU iVVXing, appUoYing and moniWoUing gXaUanWeeV and chaUging a gXaUanWee fee.

The goYeUnmenW VhoXld UeTXiUe Whe pUimaU\ obligoU Wo pUompWl\ noWif\ iW of an\
bUeach/defaXlW (hoZeYeU minoU) in UeVpecW of Whe pUimaU\ conWUacW. The goYeUn˦
menW˭V cUediW enhancemenW inVWUXmenWV VhoXld noW be capable of being e[Wended Wo
coYeU liabiliWieV aUiVing XndeU Whe pUimaU\ conWUacW if VXch conWUacW iV amended oU iWV
WeUmV ZaiYed ZiWhoXW Whe goYeUnmenW˭V pUioU conVenW. The goYeUnmenW VhoXld UeWain
Whe UighW Wo cXUe an\ bUeach/defaXlW befoUe VXch bUeach/defaXlW leadV Wo Whe WeUmina˦
Wion of Whe pUimaU\ conWUacW aV Whe coVW of Whe cXUe ma\ be VXbVWanWiall\ leVV Whan an\
pa\menW dXe XndeU Whe cUediW enhancemenW inVWUXmenW.

IMPLICIT CONTINGENT LIABILITIES

An impliciW conWingenW liabiliW\ iV a conWingenW liabiliW\ WhaW doeV noW emanaWe fUom e[˦
pUeVV legal docXmenWaWion (conWUacW, legiVlaWion oU oWheUZiVe). Once VXch liabiliW\ ma˦
WeUialiVeV, Whe VoYeUeign Zill chooVe Wo UecogniVe iW becaXVe of Whe naWXUe of Whe pUimaU\
obligoU oU Whe Vocial impacW Zhich ma\ UeVXlW fUom defaXlWing on VXch liabiliW\. In Vome
caVeV, Whe liabiliW\ Zill be UecogniVed b\ Whe VWaWe becaXVe iW WhUeaWenV Whe YiabiliW\ of a



ke\ acWoU VXch aV an elecWUiciW\ XWiliW\ oU becaXVe of Whe Vocial pUeVVXUeV WhaW ZoXld en˦
VXe folloZing Whe failXUe of VXch an enWiW\ (e.g., a pXblic penVion fXnd Vcheme).

The impliciW naWXUe of WheVe liabiliWieV makeV Whem difficXlW Wo accoXnW foU.
EVWabliVhing an e[haXVWiYe liVW of acWoUV WhaW pUodXce impliciW conWingenW liabiliWieV iV
alVo challenging.

LIABILITIES OF SUBNATIONAL OR POLITICAL SUBDIVISIONS

Some VoYeUeignV ma\ haYe a decenWUaliVed poliWical and adminiVWUaWiYe V\VWem conViVWing
of diffeUenW WieUV of goYeUnmenW (fedeUal and XniWaU\ goYeUnmenWV, VXbnaWionalV, local
aXWhoUiWieV, and inWeUgoYeUnmenWal fiVcal UelaWionV). In addiWion, laUge XUban oU V\VWemic
WUade aUeaV ma\ enjo\ Whe benefiWV of mXnicipal oU oWheU foUmV of local goYeUnmenW.

In each caVe, WheVe VXbnaWional enWiWieV Zill haYe WheiU oZn bXdgeWV and independenW˦
l\ manage Whem. ThXV pUXdenW debW managemenW UeTXiUeV WhaW WheiU liabiliWieV, UeY˦
enXeV and oWheU aVVeWV be moniWoUed, aV, in e[WUaoUdinaU\ WimeV, an\ of WheVe VXbna˦
WionalV ma\ find WhemVelYeV in financial difficXlWieV. In VXch caVeV, Whe VoYeUeign ma\
need Wo e[Wend XnanWicipaWed aVViVWance Wo one oU moUe of WheVe VXbnaWionalV, poVVi˦
bl\ eYen aVVXming WheiU oXWVWanding debW liabiliWieV. ThiV meanV a fXUWheU liabiliW\ Wo
be accoXnWed foU in Whe VoYeUeign˭V oYeUall debW managemenW VWUaWeg\.

˭SYSTEMICˮ RISKS

HoZeYeU VoXnd Whe oYeUall managemenW of an econom\ iV, a VoYeUeign ma\ VWill find
iWVelf challenged in e[WUaoUdinaU\ WimeV b\ V\VWemic UiVkV. TheVe V\VWemic economic
UiVkV UaiVe a nXmbeU of challengeV. MiWigaWing WheVe UiVkV ma\ UeTXiUe Whe VoYeUeign
Wo VXppoUW VecWoUV of iWV econom\ eYen WhoXgh iW haV no conWUacWXal obligaWion Wo do
Vo (Xnlike in Whe caVe of iWV debW VecXUiWieV, loan agUeemenWV and cUediW enhancemenW
inVWUXmenWV). The V\VWemic naWXUe of a liabiliW\ pUincipall\ UefeUV Wo Whe impoUWance of
Whe goYeUnmenW˭V inWeUYenWion Wo pUeYenW Whe inVolYenc\ of one oU moUe enWiWieV fUom
VpUeading and eYolYing inWo a deepeU economic cUiViV.

Since Whe economic VWUengWh of a VoYeUeign deUiYeV fUom Whe economic acWiYiW\ ZiWhin
iWV maUkeW, Whe VoYeUeign iV effecWiYel\ dependenW Xpon ke\ maUkeW VecWoUV Wo imple˦
menW iWV economic polic\ and debW managemenW VWUaWeg\. FoU e[ample, Whe financial
collapVe of Whe domeVWic banking VecWoU, oYeU-indebWedneVV of Whe coUpoUaWe VecWoU oU
Wechnical diVUXpWion of Whe poZeU VecWoU ZoXld caXVe a dUop in economic acWiYiW\ and,



b\ e[WenVion, a Zeakening of VoYeUeign ZealWh and gUoZWh. Each VoYeUeign˭V banking,
coUpoUaWe and eneUg\ V\VWemV ma\ diffeU, bXW, if an\ of Whem faceV inVolYenc\, Whe
VoYeUeign needV Wo be pUepaUed Wo VWep in and Wake acWion, inclXding bailoXWV in e[˦
WUeme ciUcXmVWanceV. If acWion iV noW Waken, Whe enWiUe V\VWem, oU aW Whe YeU\ leaVW,
WhoVe paUWV ZiWhoXW Zhich Whe V\VWem cannoW VXUYiYe, UiVkV collapVing.

ARBITRATION AND LITIGATION CLAIMS

A VoYeUeign iV likel\ Wo haYe enWeUed inWo bilaWeUal inYeVWmenW WUeaWieV (BITV) ZiWh
oWheU VoYeUeign coXnWUieV. SXch WUeaWieV affoUd a hoVW of pUoWecWionV Wo pUiYaWe in˦
YeVWoUV UeVidenW in WheVe coXnWUieV and inYeVWing in Whe hoVW coXnWU\. TheVe pUoWec˦
WionV coYeU moVW W\peV of foUeign diUecW inYeVWmenW and eYen e[Wend, in man\ caVeV,
Wo inYeVWmenWV in VoYeUeign debW VecXUiWieV. BITV XVXall\ alloZ VXch inYeVWoUV Wo Wake
Wo aUbiWUaWion an\ claimV againVW Whe VoYeUeign foU noW affoUding Whem Whe pUopeU leYel
of pUoWecWion pUoYided XndeU Whe WUeaW\.

If Whe aUbiWUaWion UeVXlWV in an aZaUd foU a compenVaWion pa\menW againVW Whe VoY˦
eUeign, iW Zill be impoUWanW foU debW manageUV Wo conVideU Whe need Wo VaWiVf\ WhaW
aZaUd. DebW manageUV Zill haYe Wo conVideU ZheWheU non-pa\menW of Whe aZaUd, oU
eYen a Vimple dela\ in pa\menW, Zill haYe an impacW on Whe obligaWionV of Whe VoY˦
eUeign XndeU an\ of Whe VoYeUeign˭V debW inVWUXmenWV (VXch aV WUiggeUing cUoVV-defaXlW
pUoYiVionV), oU ma\ UeVXlW in aWWachmenW oUdeUV againVW aVVeWV of Whe VoYeUeign.

PoWenWial inYeVWoUV in debW VecXUiWieV offeUed b\ Whe VoYeUeign Zill facWoU in oXWVWand˦
ing aUbiWUaWion aZaUdV in WheiU inWeUnal UiVk aVVeVVmenW, and oYeU Wime Whe VoYeUeign
ma\ pa\ a VignificanW UiVk pUemiXm foU non-pa\menW of aZaUdV.

In ceUWain ciUcXmVWanceV, aUbiWUaWion aZaUdV can be WUanVfeUUed oU WUaded on Whe Vec˦
ondaU\ maUkeW. GoYeUnmenWV and debW manageUV VhoXld folloZ WheVe deYelopmenWV
aV Whe\ Zill likel\ Vignal a moUe concenWUaWed effoUW b\ VpecialiVed fXndV Wo pXUVXe
WheVe claimV ZiWh incUeaVed YigoXU.

Finall\, iW iV ZoUWh VWUeVVing WhaW, VimilaU Wo aUbiWUaWion, poWenWial liWigaWion oU acWXal
liWigaWion aUe conWingenW liabiliWieV WhaW can WXUn inWo acWXal liabiliWieV foU Whe VoY˦
eUeign. Some UecenW liWigaWion caVeV againVW VoYeUeignV haYe VeW foUWh claimV in Whe bil˦
lionV, and an Xne[pecWed VeWback of VXch magniWXde can haYe deYaVWaWing conVe˦
TXenceV foU a VoYeUeign.

Good goYeUnance and pUXdence dicWaWe WhaW cleaU UepoUWing obligaWionV be eVWabliVhed
enVXUing Whe Wimel\ UepoUWing Wo debW manageUV of an\ poWenWiall\ adYeUVe aUbiWUaWion



oU liWigaWion claimV againVW Whe coXnWU\.

TheUe aUe WhUee elemenWV in Whe ongoing moniWoUing of conWingenW liabiliWieV:

Internal recording: All e[pliciW and, Wo Whe e[WenW poVVible, impliciW conWingenW liabil˦
iWieV VhoXld be UecoUded and moniWoUed inWeUnall\ b\ VoYeUeign debW manageUV.

External reporting: ConWingenW liabiliWieV alVo need Wo be accoXnWed foU and UecoUd˦
ed pXblicl\ aV UeTXiUed b\ applicable laZV and Whe appUopUiaWe accoXnWing oU UepoUW˦
ing VWandaUdV. FoU moVW VWandaUdV, VXch liabiliWieV mXVW be liVWed in a memoUandXm
accompan\ing Whe financial VWaWemenWV.

Management and monitoring: SoYeUeign debW manageUV VhoXld moniWoU conWin˦
genW liabiliWieV on an ongoing baViV and b\ UefeUence Wo YaUioXV baVe caVe and adYeUVe
caVe VcenaUioV. SWandaUdV Wo moniWoU conWingenW liabiliWieV aUe VWill eYolYing (WheVe can
inYolYe comple[ XnfoUeVeen ciUcXmVWanceV). TheUe iV no Vingle VolXWion Wo capWXUing
all caVeV foU all coXnWUieV. DeYeloping and UegXlaUl\ XpdaWing a fUameZoUk Wo moniWoU
conWingenW liabiliWieV iV noneWheleVV encoXUaged Wo enhance WUanVpaUenc\.









Man\ e[WeUnal UeVoXUceV aUe aYailable Wo VXppoUW debW manageUV ZiWh WheiU diYeUVe
fXncWionV. BoWh Whe official and pUiYaWe VecWoUV can offeU VXppoUW, eVpeciall\ in capaci˦
W\ deYelopmenW, WhUoXgh Wechnical aVViVWance and WUaining.

MXlWilaWeUal inVWiWXWionV and deYelopmenW paUWneUV can help impUoYe Whe efficienc\
and effecWiYeneVV of VoYeUeign debW managemenW, eVpeciall\ b\ deYeloping VoXnd legal
and inVWiWXWional fUameZoUkV, UobXVW policieV and VWUaWegieV, and peUVonnel WUaining.

PUiYaWe VecWoU UeVoXUceV, VXch aV independenW financial, legal and commXnicaWionV ad˦
YiVoUV, can help debW manageUV deYelop and implemenW debW VWUaWegieV, manage UiVkV
and pUoceVVeV UelaWed Wo Vpecific financial WUanVacWionV, and addUeVV cUiViV-UelaWed
challengeV.

BXilding and mainWaining capaciW\ acUoVV Whe debW managemenW VpecWUXm enVXUeV ef˦
fecWiYe debW managemenW. CapaciW\ can be deYeloped WhUoXgh diUecW WUanVacWion e[˦
peUience, aV Zell aV WhUoXgh edXcaWional pUogUammeV, peeU-Wo-peeU leaUning, Vecond˦
menWV and oWheU Vpecific WUaining pUogUammeV.

Technical aVViVWance inYolYeV Whe XVe of appUopUiaWe e[peUWV. SXch e[peUWV can help
coXnWUieV UeVolYe Vpecific pUoblemV aV Whe\ aUiVe. The\ can alVo aVViVW ZiWh Whe deYel˦
opmenW and implemenWaWion of policieV, pUoWocolV, pUogUammeV and pUojecWV Wo en˦
hance inWeUnal deciVion-making pUoceVVeV and VkillV and Wo VWUengWhen inVWiWXWionV.

MXlWilaWeUalV and oWheU DeYelopmenW Finance InVWiWXWionV (DFIV) offeU a YaUieW\ of
capaciW\-bXilding pUogUammeV Wo deYeloping coXnWUieV, ofWen aW no coVW oU ZiWh fi˦
nancial VXppoUW aV diVcXVVed beloZ:



THE AFRICAN LEGAL SUPPORT FACILITY

The AfUican Legal SXppoUW FaciliW\ (ALSF) (https://alsf.academy/), Zhich haV a WhUee-
leYel coXUVe on VoYeUeign debW.

THE AFRICAN DEVELOPMENT BANK

The AfDB implemenWV a Uange of iniWiaWiYeV Wo enhance Whe VkillV, knoZledge
(www.afdb.org/en/knowledge) and capabiliWieV of indiYidXalV, inVWiWXWionV and oUganiVa˦
WionV acUoVV AfUica, Wo empoZeU AfUican coXnWUieV Wo achieYe VXVWainable deYelopmenW
and economic gUoZWh.

THE INTERNATIONAL MONETARY FUND INSTITUTE

The IMF pUoYideV Wechnical aVViVWance and WUaining on cUiWical economic and polic\
iVVXeV (www.imf.org/en/Capacity-Development) Wo pUomoWe global economic and finan˦
cial VWabiliW\ and VXVWainable gUoZWh. ThUoXgh WheVe pUogUammeV, Whe IMF aimV Wo
VWUengWhen inVWiWXWionV, impUoYe goYeUnance and legal fUameZoUkV and faciliWaWe Whe
implemenWaWion of VoXnd economic policieV. The IMF libUaU\ iV a ke\ VoXUce of
knoZledge (www.imf.org/en/Publications).

THE COMMONWEALTH SECRETARIAT

The CommonZealWh SecUeWaUiaW (COMSEC) iV an oUganiVaWion WhaW VeUYeV aV Whe
main inWeUgoYeUnmenWal bod\ of Whe CommonZealWh of NaWionV, offeUing iWV membeU
coXnWUieV Wechnical aVViVWance on ke\ deYelopmenW iVVXeV Yia Whe CommonZealWh
FXnd foU Technical Co-opeUaWion (CFTC). ThUoXgh iWV Public Debt Management
Programme, Whe CommonZealWh SecUeWaUiaW aVViVWV membeU coXnWUieV in managing
VoYeUeign debW effecWiYel\ b\ deYeloping and deplo\ing Whe CommonZealWh MeUidian,
a UobXVW DebW ManagemenW S\VWem, and polic\ adYiVoU\ VXppoUW acUoVV Whe fXncWional
aUeaV.

DEBT MANAGEMENT FACILITY

The DebW ManagemenW FaciliW\ (DMF) iV a mXlWi-donoU WUXVW fXnd, offeUing adYiVoU\
VeUYiceV, WUaining and peeU-Wo-peeU leaUning Wo deYeloping coXnWUieV ZoUldZide Wo
VWUengWhen WheiU debW managemenW capaciW\, pUoceVVeV and inVWiWXWionV. IW iV adminiV˦
WeUed b\ Whe WoUld Bank and Whe IMF ZiWh mXlWilaWeUal (AfDB), Uegional (EXUopean
Union) and Official BilaWeUal donoUV. The DMF˭V implemenWaWion paUWneUV inclXde

https://alsf.academy/
https://www.afdb.org/en/knowledge
https://www.imf.org/en/Capacity-Development
http://www.imf.org/en/Publications
https://thecommonwealth.org/our-work/public-debt-management-programme
https://thecommonwealth.org/our-work/public-debt-management-programme


(a) Whe DebW ManagemenW PUogUamme of Whe UniWed NaWionV ConfeUence on TUade
and DeYelopmenW (UNCTAD-DMFAS), (b) Whe DebW ManagemenW SecWion of Whe
COMSEC, (c) DebW Relief InWeUnaWional (DRI), (d) Whe MacUoeconomic and
Financial ManagemenW InVWiWXWe of EaVWeUn and SoXWheUn AfUica (MEFMI) and (e)
The WeVW AfUican InVWiWXWe foU Financial and Economic ManagemenW (WAIFEM).

The DMF aimV Wo VWUengWhen debW managemenW Wo UedXce debW-UelaWed YXlneUabiliWieV
and impUoYe debW WUanVpaUenc\. The DMF faciliWaWeV collaboUaWion among Wechnical
aVViVWance pUoYideUV on debW managemenW and dialogXe on debW iVVXeV among VWake˦
holdeUV. IW alVo pla\V a cUiWical Uole in deYeloping and diVVeminaWing infoUmaWion
aboXW VoXnd debW managemenW pUacWiceV, WoolV and gXidance.

THE EASTERN AND SOUTHERN AFRICAN TRADE AND DEVELOPMENT
BANK

The EaVWeUn and SoXWheUn AfUican TUade and DeYelopmenW Bank (TDB) (www.tdb˥
group.org) boWh independenWl\ and WhUoXgh iWV capaciW\-bXilding aUm, TDB Academ\,
pUoYideV capaciW\-bXilding Wo iWV membeU coXnWUieV in YaUioXV VXbjecW aUeaV (inclXd˦
ing VoYeUeign debW, diVpXWe UeVolXWion and eneUg\). The TDB Academ\ offeUV WUain˦
ing, VeminaUV, confeUenceV, VWXd\ WoXUV and oWheU hXman and inVWiWXWional capaciW\
deYelopmenW inWeUYenWionV in Whe financial and inYeVWmenW VegmenWV of inWeUeVW Wo
TDB and iWV paUWneUV.

THE WORLD BANK MACROECONOMICS, TRADE AND INVESTMENT
DEPARTMENT

The MacUoeconomicV, TUade and InYeVWmenW (MTI) DepaUWmenW of Whe WoUld Bank
(www.worldbank.org/en/topic/debt) focXVeV on pUoYiding polic\ adYice, Wechnical aV˦
ViVWance and financing Wo membeU coXnWUieV UelaWed Wo macUoeconomic VWabiliW\, WUade
and inYeVWmenW pUomoWion. The MTI depaUWmenW iV cUXcial in VXppoUWing membeU
coXnWUieV˭ effoUWV Wo achieYe VXVWainable economic gUoZWh, poYeUW\ UedXcWion and in˦
clXViYe deYelopmenW WhUoXgh VoXnd macUoeconomic policieV, WUade faciliWaWion and
inYeVWmenW pUomoWion iniWiaWiYeV.

THE MACROECONOMIC AND FINANCIAL MANAGEMENT INSTITUTE
OF EASTERN AND SOUTHERN AFRICA (MEFMI)

The MEFMI iV an inWeUgoYeUnmenWal Uegional capaciW\-bXilding oUganiVaWion
(http://mefmi.org/capacity-building-activities). MEFMI offeUV a DebW ManagemenW

http://www.tdbgroup.org/
http://www.tdbgroup.org/
http://www.tdbgroup.org/
https://www.worldbank.org/en/topic/debt
http://mefmi.org/capacity-building-activities


PUogUamme Zhich focXVeV on (a) bXilding VXVWainable inVWiWXWional and pUofeVVional
capaciW\ in clienW inVWiWXWionV, (b) foVWeUing Whe adopWion of beVW pUacWiceV in all aUeaV
of debW managemenW and (c) UaiVing aZaUeneVV among VenioU and e[ecXWiYe-leYel of˦
ficialV on ke\ emeUging challengeV and oppoUWXniWieV in debW managemenW.

IW alVo pUoYideV capaciW\-bXilding pUogUammeV Wo iWV membeU coXnWUieV in macUo˦
economic managemenW, fiVcal polic\, moneWaU\ polic\, financial VecWoU UegXlaWion and
pXblic financial managemenW.

THE WEST AFRICAN INSTITUTE FOR FINANCIAL AND ECONOMIC
MANAGEMENT (WAIFEM)

The WAIFEM iV a capaciW\-bXilding inVWiWXWion oZned b\ Whe Anglophone WeVW
AfUican coXnWUieV ZiWh a mandaWe Wo deYelop compeWencieV in Whe fieldV of macUoeco˦
nomicV, debW, financial VecWoU managemenW and goYeUnance among Whe VWaff of
CenWUal BankV, miniVWUieV of finance and economic planning, debW managemenW of˦
ficeV, bXdgeW officeV aV Zell aV oWheU pXblic VecWoU and pUiYaWe inVWiWXWionV ZiWh eco˦
nomic managemenW UeVponVibiliWieV (https://www.waifem-cbp.org). WAIFEM deliYeUV
capaciW\-bXilding WUaining ZiWh Whe bUoad objecWiYeV of (a) bXilding capaciW\ foU
macUoeconomic polic\ foUmXlaWion, implemenWaWion, anal\ViV and managemenW; (b)
VWUengWhening capaciW\ Wo manage pXblic and pXblicl\ gXaUanWeed e[WeUnal debW, pUi˦
YaWe VecWoU debW and domeVWic debW inclXding conWingenW liabiliWieV; (c) enhancing Whe
VkillV and knoZledge UeTXiUed foU Whe deYelopmenW, UegXlaWion, managemenW and VX˦
peUYiVion of Whe financial VecWoU and VWUengWhening capaciW\ foU Whe managemenW of
inWeUnaWional UeVeUYeV; and (d) enhancing WUanVfoUmaWional leadeUVhip, good goYeU˦
nance and inVWiWXWional deYelopmenW in membeU coXnWUieV and Whe UeVW of WeVW
AfUica.

THE UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT
(UNCTAD) DEBT MANAGEMENT AND FINANCIAL ANALYSIS SYSTEM
PROGRAMME

The UniWed NaWionV ConfeUence on TUade and DeYelopmenW˭V (UNCTAD) DebW
ManagemenW and Financial Anal\ViV S\VWem (DMFAS) PUogUamme pUoYideV Wechni˦
cal aVViVWance WhUoXgh Whe pUoYiVion of Whe DMFAS VofWZaUe foU debW UecoUding and
UepoUWing and VpecialiVed WUaining on debW daWa YalidaWion, debW VWaWiVWicV bXlleWinV,
debW poUWfolio anal\ViV and pUocedXUeV.

https://www.waifem-cbp.org/


To enVXUe VoXnd debW managemenW acUoVV all fXncWionV, man\ coXnWUieV ˪ ZheWheU
deYeloped economieV oU LICV ˪ hiUe appUopUiaWe independenW pUofeVVional adYiVoUV
fUom Whe pUiYaWe VecWoU foU financial, legal and commXnicaWion adYiVoU\ aVVignmenWV.
PUofeVVional adYiVoUV bUing e[peUience, e[peUWiVe, e[poVXUe and familiaUiW\ ZiWh ˰in˦
WeUnaWional beVW pUacWiceV .˱ TheiU e[peUWiVe and VkillV aUe cUiWical and can VignificanWl\
affecW Whe coXnWU\˭V capaciW\ Wo implemenW UobXVW debW managemenW fUameZoUkV and
addUeVV an\ challenge. E[WeUnal adYiVoU\ VXppoUW iV complemenWaU\ Wo oWheU W\peV of
aVViVWance aYailable Wo coXnWUieV.

FINANCIAL ADVISORS

InWeUnaWional financial adYiVoUV aUe fiUmV oU pUofeVVionalV ZiWh e[peUWiVe in Whe
macUoeconomic and financial iVVXeV VoYeUeignV face. TheVe adYiVoUV haYe accXmXlaW˦
ed e[WenViYe e[peUience ZoUking ZiWh mXlWilaWeUalV, inWeUnaWional UegXlaWoUV, official
and pUiYaWe VecWoU cUediWoUV, and boUUoZing coXnWUieV aUoXnd Whe ZoUld. The\ can
dUaZ on leVVonV leaUned and global beVW pUacWiceV.

Financial adYiVoUV can pUoYide VWUaWegic VXppoUW on Whe deVign and implemenWaWion of
boUUoZing and WUeaVXU\ VWUaWegieV, inclXding VXVWainable financing opWionV and Ue˦
VolYing debW diVWUeVV. The\ can aVViVW UeleYanW domeVWic VWakeholdeUV VXch aV MiniVWU\
of Finance officialV, inclXding debW manageUV, and cenWUal bankeUV.

Some financial adYiVoUV alVo offeU cUediW UaWing adYiVoU\ VeUYiceV. SXch VeUYiceV can
help coXnWUieV beWWeU XndeUVWand UaWing meWhodologieV, engage ZiWh UaWing agencieV,
and VWUXcWXUe liabiliW\ managemenW VWUaWegieV conViVWenW ZiWh Whe UaWing oXWcome.

Global oU Uegionall\ focXVed fiUmV ma\ paUWneU ZiWh TXalified local e[peUWV ZiWh
knoZledge of Whe local financial maUkeWV and poliWical and economic enYiUonmenW.
FIG.13. VXmmaUiVeV Whe main fXncWionV of financial adYiVoUV.



FIG. 13. FXncWionV of Financial AdYiVoUV

LEGAL ADVISORS

Legal adYiVoUV aUe UepXWable and e[peUienced laZ fiUmV oU legal conVXlWanWV Zho Vpe˦
cialiVe in pUoYiding compeWenW adYice Wo coXnWUieV on YaUioXV legal and VWUaWegic maW˦
WeUV, inclXding debW financing, UegXlaWoU\ fUameZoUk, legal UiVkV, liabiliW\ managem˧



enW, debW UeVWUXcWXUing, and liWigaWion. Legal adYiVoUV aUe Zell-YeUVed in inWeUnaWional
beVW pUacWiceV and Whe laWeVW deYelopmenWV and can adYiVe Whe VoYeUeign on, foU in˦
VWance, Whe inclXVion of model claXVeV (e.g., CACV, CRDCV) in debW agUeemenWV, and
poWenWial implicaWionV of legiVlaWiYe iniWiaWiYeV in oWheU jXUiVdicWionV foU VoYeUeign debW
UeVWUXcWXUing.

Legal adYiVoUV Zill ZoUk cloVel\ ZiWh goYeUnmenW officialV inclXding Whe AWWoUne\
GeneUal˭V office, and TXalified local fiUmV aV needed.

FINANCIAL AND LEGAL ADVISORS IN DEBT DISTRESS SITUATIONS

AppoinWed financial and legal adYiVoUV aUe W\picall\ an inWegUal paUW of Whe goYeUn˦
menW˭V Weam UeVponVible foU Whe coXnWU\˭V negoWiaWionV ZiWh mXlWilaWeUal, official bilaW˦
eUal and pUiYaWe VecWoU cUediWoUV.

In caVeV of debW diVWUeVV, WheVe adYiVoUV aUe impoUWanW inWeUlocXWoUV beWZeen Whe VoY˦
eUeign Weam and Whe IMF, paUWicXlaUl\ Zhen Whe coXnWU\ VeekV oU iV in an IMF-VXp˦
poUWed pUogUamme. Depending on Whe Vcope of ZoUk WhiV ma\ inclXde Whe folloZing:

FIG.14. illXVWUaWeV Whe joinW Uole of financial and legal adYiVoUV in debW-UeVWUXcWXUing
ViWXaWionV.

Financial adYiVoUV can aVViVW Whe VoYeUeign in engaging ZiWh Whe IMF on Whe
aVVXmpWionV XndeUl\ing Whe IMF˭V DSA, Zhich deWeUmineV Whe amoXnW of debW
Uelief/financing UeTXiUed Wo UeVWoUe debW VXVWainabiliW\ and aVVeVV Whe appUopUiaWe
debW peUimeWeU (inclXding, e.g., Whe neceVViW\ of domeVWic debW UeVWUXcWXUing).

1.

Legal adYiVoUV Zill aVViVW in anal\Ving Whe legal UiVkV, deYeloping Whe legal
VWUaWeg\, pUoYiding a deWailed UeYieZ of cXUUenW debW docXmenWaWion, VXppoUWing
cUediWoU engagemenW, pUepaUing legal docXmenWV and managing an\ WhUeaWened
oU acWXal liWigaWion.

2.

Financial and legal adYiVoUV Zill collaboUaWe on a cooUdinaWed engagemenW
VWUaWeg\ ZiWh diffeUenW caWegoUieV of cUediWoUV. TheiU goalV aUe (a) Wo enVXUe WhaW
an\ UeVWUXcWXUing and Uefinancing WeUmV compl\ ZiWh Whe IMF pUogUamme
paUameWeUV and oWheU binding conVWUainWV (VXch aV Whe compaUabiliW\ of
WUeaWmenW pUinciple applied b\ official bilaWeUal cUediWoUV) and (b) Wo implemenW
agUeed-Xpon UeVWUXcWXUing and Uefinancing WeUmV.

3.



FIG. 14. The JoinW Role of Financial and Legal AdYiVoUV in DebW ReVWUXcWXUing SiWXaWionV

COMMUNICATIONS ADVISORS

In addiWion Wo financial and legal adYiVoUV, VoYeUeignV ma\ conVideU hiUing adYiVoUV
VpecialiVing in media and commXnicaWionV. TheVe aUe VomeWimeV alVo UefeUUed Wo aV
PXblic RelaWionV (PR) agencieV. The\ Zill cooUdinaWe ZiWh Whe VoYeUeign and WheiU fi˦
nancial and legal adYiVoUV Wo enVXUe a WUanVpaUenW and cUedible naUUaWiYe aUoXnd Whe
coXnWU\˭V macUoeconomic and financial policieV, deYelopmenW planV, financing Ue˦
TXiUed oU debW Uelief aV paUW of iWV UeVWUXcWXUing VWUaWeg\. In paUWicXlaU, commXnica˦
WionV adYiVoUV Zill aVViVW in enVXUing cleaU meVVaging Wo:



PUocXUemenW UXleV aim Wo enVXUe WhaW Whe VelecWion pUoceVV foU e[WeUnal adYiVoUV iV
compeWiWiYe, faiU and WUanVpaUenW and UeVXlWV in Whe VelecWion of e[peUienced and Uep˦
XWable adYiVoUV. PUocXUemenW of WheVe VeUYiceV VhoXld compl\ ZiWh Whe UeleYanW laZV
and UegXlaWionV of Whe VoYeUeign.

An\ pUocXUemenW pUoceVV VhoXld ideall\ conViVW of fiYe paUWV, aV oXWlined in Whe fol˦
loZing diagUam:

FIG. 15. PUocXUemenW PUoceVV

DomeVWic VWakeholdeUV (e.g., domeVWic inYeVWoUV, non-goYeUnmenWal agencieV,
ciYil VocieW\ and Whe pXblic).

1.

InWeUnaWional inYeVWoUV and Whe inWeUnaWional financial commXniW\ (e.g.,
deYelopmenW paUWneUV and donoUV, cXUUenW and poWenWial foUeign inYeVWoUV,
cUediW UaWing agencieV and anal\VWV).

2.



FolloZing Whe bidding peUiod, all pUopoValV VhoXld be UeYieZed, Waking inWo accoXnW
Whe e[peUWiVe and WUack UecoUd of Whe pUopoVed adYiVoUV in VimilaU adYiVoU\ ViWXaWionV,
Whe adYiVoU˭V pUopoVed meWhodolog\ in pUoYiding Whe UeTXiUed VeUYiceV, and Whe coVWV
of Whe VeUYiceV. All of WheVe facWoUV need Wo be appUopUiaWel\ balanced Wo idenWif\ Whe
opWimal adYiVoU Wo Whe goYeUnmenW.

Be\ond Whe adYiVoUV˭ VkillV and Whe coVW of VeUYiceV, Whe UeYieZeU mXVW alVo conVideU
conflicWV of inWeUeVW iVVXeV in UeYieZing bidV. AV bUoadl\ defined, a conflicW of inWeUeVW
e[iVWV ZheUe WheUe iV a diYeUgence beWZeen, on Whe one hand, Whe adYiVoU˭V Velf-inWeU˦
eVW and Whe adYiVoU˭V UelaWionVhipV ZiWh and dXWieV Wo WhiUd paUWieV and, on Whe oWheU
hand, Whe goYeUnmenW˭V inWeUeVW in Whe pUocXUed VeUYiceV.

An\ conflicW of inWeUeVW VhoXld be e[amined in deWail, and Whe goYeUnmenW VhoXld VeW
paUameWeUV UegaUding Zhich conflicWV aUe accepWable and can be ZaiYed, XndeU ZhaW
condiWionV, and Zhich cannoW be ZaiYed.

FXUWheU, Zhile man\ inVWiWXWionV ˪ big and Vmall ˪ and indiYidXalV acW aV financial
and legal adYiVoUV, onl\ a handfXl of fiUmV VpecialiVe in pUoYiding independenW finan˦
cial and legal adYice Wo VoYeUeign goYeUnmenWV. In WhiV conWe[W, iW iV ofWen Whe beVW
coXUVe of acWion Wo Veek and obWain Whe adYice of a diVinWeUeVWed, neXWUal paUW\ ZiWh
UeleYanW e[peUWiVe, VXch aV ceUWain mXlWilaWeUalV, befoUe engaging. FoU e[ample, Whe
ALSF can VXppoUW VelecWing and financing legal and financial adYiVoUV foU AfUican
coXnWUieV.

GoYeUnmenWV ZiWh limiWed financial UeVoXUceV ma\, in Vome caVeV, Veek e[WeUnal fi˦
nancing Wo fXnd Whe capaciW\ bXilding, Wechnical aVViVWance and engagemenW of e[WeU˦
nal adYiVoUV needed in WheiU coXnWUieV. SeYeUal oUganiVaWionV, inclXding Whe ALSF and
Whe WoUld Bank, offeU VXch financial VXppoUW.







The pUeciVe poinW aW Zhich a VoYeUeign debWoU mXVW VWaUW Waking XUgenW VWepV Wo ad˦
dUeVV a gUoZing WhUeaW of debW diVWUeVV Zill diffeU fUom one ViWXaWion Wo Whe ne[W.
While WheUe ma\ be eaUl\ ZaUning VignalV Wo VXggeVW Whe emeUgence of a pUoblem, aW a
ceUWain poinW, a VignificanW diVUXpWion in Whe e[ecXWion of a VoYeUeign˭V debW manage˦
menW VWUaWeg\ Zill occXU making iW impeUaWiYe Wo addUeVV Whe WhUeaW.

MoniWoUing VignalV and Wimel\ UecogniWion of gUoZing diVWUeVV iV cUiWical aV Whe impacW
of an eYolYing cUiViV can ofWen be miWigaWed WhUoXgh eaUl\ and deciViYe acWion. On Whe
flip Vide, failXUe Wo UecogniVe Whe need Wo Wake XUgenW acWion haV been VhoZn Wime and
again Wo e[aceUbaWe Whe effecWV of a debW cUiViV, incUeaVing Whe XlWimaWe coVW foU Whe
VoYeUeign, iWV cUediWoUV and Whe V\VWem aV a Zhole. Ke\ hindUanceV Wo Wimel\ inWeUYen˦
Wion inclXde Whe lack of acWiYe moniWoUing of eaUl\ ZaUning VignalV, infoUmaWion
aV\mmeWUieV and lack of inVWiWXWional capaciW\. ThiV chapWeU diVcXVVeV WheVe WopicV.

A cUiViV Zill XlWimaWel\ lead Wo a compleWe loVV of maUkeW acceVV, i.e., Whe VoYeUeign can
no longeU iVVXe debW VecXUiWieV oU acceVV lending. HoZeYeU, eYen ZheUe WheUe iV noW a
fXll loVV of maUkeW acceVV, a cUiViV ma\ incUeaVe Whe coVW of Uefinancing Whe VoYeUeign˭V
debW in Whe local oU inWeUnaWional debW maUkeWV Wo leYelV Zhich ˪ in lighW of Whe
debWoU˭V Vpecific ciUcXmVWanceV ˪ aUe XnVXVWainable in Whe mediXm Wo long WeUm. FoU
e[ample, inYeVWoUV ma\ onl\ be pUepaUed Wo e[Wend VhoUW-WeUm cUediW aW high-inWeUeVW
UaWeV oU on oneUoXV VecXUed WeUmV. The WempWaWion of a VoYeUeign debW manageU and
oWheU goYeUnmenW officialV Zill be Wo YieZ WhiV aV a WempoUaU\ pUoblem WhaW Zill be al˦
leYiaWed aV Wime paVVeV. HoZeYeU, e[peUience VhoZV WhaW VXch ViWXaWionV aUe UaUel\



WempoUaU\, and Whe VoYeUeign VhoXld Wake concUeWe and Wimel\ VWepV Wo addUeVV Whe
caXVeV of Whe maUkeW diVUXpWion befoUe Whe cUiViV deepenV.

SIGNALS TO KEEP ON YOUR RADAR

FIG. 16. SignalV Wo Keep on YoXU RadaU

TheUe aUe a nXmbeU of VignalV WhaW indicaWe WhaW a VoYeUeign ma\ be heading WoZaUdV
debW diVWUeVV. AlWhoXgh Whe caXVeV and VeYeUiW\ of diVWUeVV ma\ YaU\, ceUWain VignalV
VhoXld be moniWoUed b\ all pUXdenW debW manageUV. TheVe inclXde VignalV WhaW aUe di˦
UecWl\ moniWoUed b\ debW manageUV in Whe conWe[W of a DSA, aV Zell aV WhoVe moni˦
WoUed b\ cUediW UaWing agencieV, inYeVWoUV, lendeUV, mXlWilaWeUalV and oWheU VWakehold˦
eUV. An\ infoUmaWion aV\mmeWU\ beWZeen Whe aVVeVVmenWV fUom Whe VoYeUeign, mXlWi˦
laWeUal inVWiWXWionV, UaWing agencieV and Whe maUkeW ma\ fXUWheU complicaWe a diVWUeVV
VcenaUio.



The folloZing iV a VXmmaU\ of poVVible VignalV of debW diVWUeVV:

Currency devaluation/declining FX Reserves: A cXUUenc\ deYalXaWion oU
Uapid decline in FX UeVeUYeV, UelaWiYe Wo Whe compoViWion of Whe VoYeUeign˭V debW
VWock oU WUade balance, ma\ be a Vignal of debW diVWUeVV and lead Wo, oU UeflecW, a
loVV of inWeUnaWional confidence in Whe managemenW of Whe econom\.

˶

Deteriorating debt market access: Falling demand foU a VoYeUeign˭V local
cXUUenc\ oU FX-denominaWed debW in local oU inWeUnaWional debW maUkeWV iV a
Vignal foU poWenWial diVWUeVV, aV iW indicaWeV WhaW inYeVWoUV aUe noW Zilling Wo pXW
addiWional capiWal aW UiVk. ThiV ofWen aUiVeV Zhen a VoYeUeign iV Veeking Wo Uoll
oYeU oU Uefinance maWXUing debW faciliWieV.

˶

Bond yields: Falling bond pUiceV and Whe inYeUVe incUeaVe in \ieldV can Vignal a
Uapid VhifW WoZaUdV diVWUeVV Vince UaWing agencieV ma\ UeclaVVif\ bondV aV haYing
˰jXnk VWaWXV .˱ SXch a doZngUade Zill caXVe man\ inVWiWXWional inYeVWoUV Wo Vell
WhoVe bondV becaXVe Whe\ no longeU meeW Whe cUediW TXaliW\ UeTXiUemenWV of WheiU
poUWfolioV.

˶

IMF Article IV reports: Red flagV UaiVed in IMF AUWicle IV UepoUWV ma\ indicaWe
an impending oU e[iVWing diVWUeVV VcenaUio. ConceUnV can be UaiVed UelaWing Wo
e[change UaWe YolaWiliW\, moneWaU\, fiVcal and UegXlaWoU\ policieV, Whe VWabiliW\ of
Whe banking V\VWem, e[poUWV and WUade deficiW, Wa[ mobiliVaWion, oYeUall debW
VXVWainabiliW\ UiVkV and geneUal challengeV facing Whe coXnWU\.

˶

Credit Rating Agencies : A CRA˭V iVVXance of a negaWiYe ZaWch oU doZngUade
of a VoYeUeign˭V cUediW UaWing iV a VWUong indicaWoU of diVWUeVV. CRAV folloZ
WUanVpaUenW and Zell-knoZn cUiWeUia in WheiU UiVk aVVeVVmenWV. HoZeYeU, WhiV
Vignal ma\ be moUe inWeUmiWWenW, aV CRAV W\picall\ onl\ iVVXe gXidance folloZing
a VignificanW eYenW oU on a UegXlaU inWeUYal (W\picall\ 6 monWhV).

˶

Level and rate of increase of domestic arrears: DomeVWic aUUeaUV aUe Whe
oYeUdXe amoXnWV Whe goYeUnmenW oZeV Wo iWV domeVWic cUediWoUV, inclXding WUade
cUediWoUV, VXpplieUV, enWeUpUiVeV and Wa[pa\eUV. The\ aUe a foUm of foUced
financing and WheiU high leYelV aUe conVideUed b\ a nXmbeU of paUWieV, fUom Whe
IMF and Whe WoUld Bank Wo Whe UaWing agencieV and e[WeUnal inYeVWoUV, aV a
VoXUce of fiVcal ZeakneVV. TheiU acWXal leYel (eVpeciall\ Zhen noWed b\ Whe IMF
Zhen iW condXcWV iWV VXUYeillance) and/oU WheiU UaWe of incUeaVe aUe VignV of fiVcal
Zeakening and poVVible diVWUeVV.

˶

Default under a sovereign˪s debt contracts: An eYenW of defaXlW XndeU one oU
moUe VoYeUeign debW conWUacWV iV a VWUong indicaWoU of poWenWial diVWUeVV, becaXVe
iW ma\ enable cUediWoUV Wo demand eaUl\ Uepa\menW oU e[eUciVe oWheU UemedieV.

˶



AWWenWion VhoXld be paid Wo VignificanW VhifWV in Whe peUiodic anal\ViV of Whe VoY˦
eUeign˭V abiliW\ Wo VeUYice iWV e[WeUnal and domeVWic debW baVed on Whe eYolXWion of
debW VWock and floZ indicaWoUV againVW inWeUnaWional benchmaUkV. ThiV anal\ViV Zill
W\picall\ be paUW of a DSA b\ Whe VoYeUeign˭V debW manageUV and/oU Whe IMF/WoUld
Bank. In WheiU debW anal\ViV, oWheU UepoUWV b\ WheVe inVWiWXWionV Zill be conVideUed b\
YiUWXall\ all maUkeW acWoUV.

EYen if Whe defaXlW iV Uapidl\ Uemedied befoUe cUediWoUV haYe Waken acWion, debW
manageUV VhoXld Vee Whe defaXlW eYenW aV a Vign of incUeaVing diVWUeVV UiVk,
eVpeciall\ Vince maUkeW acWoUV Zill YieZ Whe eYenW aV a pUecXUVoU Wo gUeaWeU
financial inVWabiliW\.
Banking system crisis: TheUe iV a Va\ing in Whe ZoUld of VoYeUeign debW
UeVWUXcWXUing ˪ ˰neYeU leW a VoYeUeign debW cUiViV become a banking cUiViV, and
neYeU leW a banking cUiViV become a VoYeUeign debW cUiViV .˱ EYen a VoYeUeign ZiWh
a poViWiYe debW oXWlook ma\ be VeYeUel\ impacWed b\ a cUiViV oU collapVe in iWV
domeVWic banking V\VWem aV Whe goYeUnmenW ma\ poWenWiall\ haYe Wo inWeUYene
b\ UecapiWaliVing bankV oU aVVXming liabiliW\ foU diVWUeVVed aVVeWV.

˶

Materialisation of other contingent liabilities: FoU e[ample, a VeUieV of
defaXlWV XndeU infUaVWUXcWXUe conWUacWV, VXch aV failXUe Wo pa\ IndependenW PoZeU
PUodXceUV (IPPV), coXld WUiggeU a VoYeUeign debW cUiViV b\ incUeaVing bXdgeWaU\
pUeVVXUeV dXUing difficXlW WimeV. The maWeUialiVaWion of a conWingenW liabiliW\ (oU
VeYeUal conWingenW liabiliWieV) ma\ alVo Vignal Whe deWeUioUaWion of Whe
macUoeconomic enYiUonmenW and poWenWial debW XnVXVWainabiliW\.

˶

Rapid accumulation of new sovereign debt: NeZ boUUoZing leYelV WhaW
e[ceed Whe VoYeUeign˭V mediXm-WeUm economic gUoZWh poWenWial and
coUUeVponding debW-VeUYicing capaciW\ can alVo Vignal impending debW diVWUeVV.
EYen WhoXgh a Vmall gUoXp of lendeUV ma\ belieYe WhaW Whe VoYeUeign can VeUYice
Whe debW, Whe bUoadeU maUkeW ma\ Ueach a conVenVXV aV Wo ZheWheU Whe neZl\
accXmXlaWed debW haV VhifWed Whe VoYeUeign inWo an XnVXVWainable poViWion.

˶

Insufficient historical data: The abVence of hiVWoUical UecoUding and daWa foU
VoYeUeign debW, inclXding non-financial pXblic VecWoU debW and loan gXaUanWeeV,
VhoXld be WUeaWed aV a Vignal of diVWUeVV.

˶



AfWeU haYing UecogniVed Whe VignalV of debW diVWUeVV, VoYeUeign debW manageUV need Wo
idenWif\ Whe naWXUe of Whe pUoblem Whe\ aUe facing. The UeVponVe VWUaWeg\ Zill laUgel\
be gXided b\ ZheWheU Whe VoYeUeign iV facing a liTXidiW\ oU VolYenc\ (VXVWainabiliW\)
cUiViV.

In WhiV VcenaUio, Whe VoYeUeign cannoW VeUYice iWV debW, i.e., make pa\menWV aV Whe\ be˦
come dXe, pUincipall\ becaXVe of liTXidiW\ conVWUainWV. In eVVence, Whe coXnWU\˭V aYail˦
able liTXid aVVeWV (caVh and caVh eTXiYalenWV) aUe inVXfficienW Wo meeW iWV maWXUing debW
obligaWionV and iW cannoW Uoll oYeU iWV debW obligaWionV ZiWh cUediWoUV dXe Wo, e.g., loVV of
maUkeW acceVV. HoZeYeU, Whe debW iV noW conVideUed XnVXVWainable. AccoUdingl\, Whe VoY˦
eUeign haV a good pUoVpecW of Uegaining acceVV Wo cUediW Xpon implemenWing appUopUi˦
aWe polic\ adjXVWmenWV oYeU Whe mediXm WeUm oU Xpon impUoYemenW of Whe global
macUoeconomic enYiUonmenW. EYen ZiWh Whe IMF, and oWheU mXlWilaWeUal and/oU official
bilaWeUal financial aVViVWance, Whe VoYeUeign ma\ Veek a conVenVXal ˰ UepUofiling˱ of Vome
oU all of iWV oXWVWanding debW ZiWh official and/oU pUiYaWe VecWoU cUediWoUV. The objecWiYe
of UepUofiling Zill be Wo e[Wend maWXUiW\ daWeV and/oU adjXVW inWeUeVW UaWeV Wo pUoYide
Vpace foU implemenWing Whe needed macUo-fiVcal  polic\ adjXVWmenWV.



In WhiV VcenaUio, Whe oXWcome of Whe IMF˭V DSA iV WhaW Whe VoYeUeign˭V debW iV XnVXV˦
Wainable and Whe coXnWU\ Zill be Xnable Wo VeUYice iW ZiWhoXW impoVing XndXe haUd˦
Vhip on iWV econom\ oU Uel\ing on e[cepWional financing VoXUceV oYeU Whe mediXm Wo
long WeUm. The VoYeUeign Zill noW onl\ haYe loVW acceVV Wo cUediW and WhXV be Xnable Wo
Uoll oYeU iWV maWXUing debWV bXW alVo Zill likel\ be e[peUiencing an acXWe balance-of-
pa\menWV pUoblem. To addUeVV Whe balance-of-pa\menW pUoblem, Whe coXnWU\ mXVW
obWain neZ financing (inclXding fUom Whe IMF) and Zill be UeTXiUed Wo XndeUWake a
debW-UeVWUXcWXUing opeUaWion Wo UeVWoUe debW VXVWainabiliW\ aV diVcXVVed beloZ. To de˦
Yelop a VXcceVVfXl debW-UeVWUXcWXUing plan, Whe VoYeUeign mXVW deWeUmine, in conVXlWa˦
Wion ZiWh iWV financial and legal adYiVoUV, Whe appUopUiaWe VWUaWeg\ foU UeVWUXcWXUing
Vome oU all of iWV oXWVWanding debW ZiWh official and/oU pUiYaWe VecWoU cUediWoUV.



IW iV meaningfXl Wo diffeUenWiaWe beWZeen Whe noUmal coXUVe of liabiliW\ managemenW, a
UoXWine opeUaWion foU VoYeUeignV, fUom a diVWUeVV VcenaUio UeTXiUing moUe deciViYe
meaVXUeV Wo UeVWoUe debW VXVWainabiliW\. AV a UeVXlW of domeVWic oU inWeUnaWional maU˦
keW diVUXpWionV, a VoYeUeign ma\ be VXbjecW Wo a VhoUW-WeUm liTXidiW\ challenge Zhich
ma\ UeTXiUe an adjXVWmenW Wo iWV e[iVWing DMS. In WhiV ViWXaWion, Whe econom\ of Whe
VoYeUeign UemainV geneUall\ healWh\, iWV macUoeconomic policieV aUe noW aW iVVXe, and
Whe VoYeUeign iV e[pecWed Wo geneUaWe VXfficienW UeYenXeV Wo meeW iWV financing needV
in Whe mediXm and long WeUm. BecaXVe of WhiV poViWiYe oXWlook, maUkeW acWoUV Zill noW
peUceiYe WhiV aV a debW diVWUeVV ViWXaWion bXW aV a WempoUaU\ liTXidiW\ challenge. In WhiV
ViWXaWion, a VoYeUeign ma\ deplo\ VWandaUd liabiliW\ managemenW WoolV, VXch aV bUidge
financing, e[change offeUV oU UolloYeUV. PleaVe UefeUence Whe UeleYanW chapWeU on ˯Debt
Management Strategy˰ foU addiWional inVighW inWo debW managemenW.

In a diVWUeVVed VeWWing, Whe VoYeUeign iV alVo faced ZiWh a balance-of-pa\menWV pUob˦
lem. IW can no longeU Vimpl\ Uel\ on iWV liabiliW\ managemenW WoolV. InVWead, iW Zill
haYe Wo engage in a moUe deWailed anal\ViV of Whe pUoblem˭V magniWXde, ofWen ZiWh iWV
adYiVoUV˭ VXppoUW and WhUoXgh conVXlWaWion ZiWh mXlWilaWeUal inVWiWXWionV VXch aV Whe
IMF and Whe WoUld Bank.

The VoYeUeign Zill When need Wo conVideU hoZ Wo coYeU iWV financing gap. If poVVible, iW
ma\ ZiVh Wo appUoach fUiendl\ donoUV and deYelopmenW paUWneUV foU gUanWV and/oU
conceVVional financing. In e[cepWional ciUcXmVWanceV, Whe VoYeUeign ma\ need Wo ap˦
pUoach Whe IMF foU financial aVViVWance and/oU Veek debW Uelief/financing fUom iWV
cUediWoUV Wo Uemed\ iWV inabiliW\ Wo meeW iWV debW obligaWionV. The foUm of cUediWoU Ue˦
lief ma\ inclXde e[Wending maWXUiWieV (UepUofiling), coXpon UedXcWionV and/oU pUinci˦
pal haiUcXWV (UeVWUXcWXUing). In all caVeV, Whe VoYeUeign mXVW adopW a pUogUamme Wo



implemenW polic\ adjXVWmenWV and UefoUmV VXppoUWed b\ IMF financing. ThiV pUo˦
YideV cUediWoUV ZiWh Whe confidence WhaW Uelief/financing Zill alloZ Whe VoYeUeign Wo
e[iW Whe diVWUeVV VcenaUio, UeWXUn Wo economic gUoZWh and Uegain maUkeW acceVV.

BeloZ iV a geneUal oYeUYieZ of Whe managemenW, conVXlWaWion, aVVeVVmenW and UeVolX˦
Wion pUoceVV in a diVWUeVV VcenaUio.



The managemenW of a debW diVWUeVV ViWXaWion UeTXiUeV a dedicaWed Weam (VWUaWeg\
Weam) and a plan. PXWWing WogeWheU a Weam Wo lead and manage Whe VoYeUeign˭V effoUWV
Zill incUeaVe iWV abiliW\ Wo UeVolYe Whe difficXlWieV TXickl\. IW VhoXld be Whe fiUVW VWep in
handling Whe cUiViV, Wo be Waken ZiWhoXW dela\, aV Wime Zill onl\ e[aceUbaWe Whe diffi˦
cXlWieV and Whe ineYiWable deadZeighW loVVeV WhaW Whe cUiViV Zill bUing.

The Weam, likel\ Wo be eVWabliVhed on an ad hoc baViV aW Whe MiniVWU\ of Finance, Zill
need Wo haYe Whe neceVVaU\ UeVoXUceV and VXppoUW Wo be able Wo deliYeU on Whe WaVkV
ahead. IWV membeUV mXVW haYe boWh Whe e[peUWiVe and Whe aXWhoUiW\ Wo deVign, decide
and implemenW Whe VolXWionV. ReleYanW goYeUnmenW depaUWmenWV and agencieV inclXd˦
ing Whe AWWoUne\ GeneUal˭V office, Whe CenWUal Bank, debW manageUV and manageUV of
V\VWemic SOEV, aV appUopUiaWe, VhoXld be Uead\ Wo ZoUk WogeWheU Wo aVViVW Whe Weam.

The VoYeUeign VhoXld hiUe e[peUienced financial and legal adYiVoUV Wo help aVVeVV iWV
financial and legal opWionV. SXch adYiVoUV VhoXld be e[peUienced in VoYeUeign debW Ue˦
VWUXcWXUing Wo VXppoUW Whe VoYeUeign in naYigaWing Whe foUWhcoming pUoceVV. Dela\ing
Whe appoinWmenW of VXch adYiVoUV can make iW difficXlW foU Whe VWUaWeg\ Weam Wo UeV˧



pond opWimall\ Wo a Uapidl\ eYolYing ViWXaWion. PleaVe UefeU Wo Whe SecWion ˰E[WeUnal
SXppoUW foU DebW ManagemenW OfficeV˱ foU a deWailed diVcXVVion.

When faced ZiWh difficXlWieV in debW managemenW, a VoYeUeign mXVW XndeUWake a Ve˦
UieV of acWionV Wo faciliWaWe a Wimel\ aVVeVVmenW and oUdeUl\ UeVolXWion of Whe cUiViV.
The VWUaWeg\ Weam Zill fiUVW aVVeVV Whe VeYeUiW\ of debW diVWUeVV and iWV caXVeV and pUe˦
paUe an XpdaWed DSA Wo deWeUmine neceVVaU\ inWeUYenWionV. The VXppoUW of e[WeUnal
adYiVoUV and ongoing conVXlWaWion ZiWh mXlWilaWeUal inVWiWXWionV VXch aV Whe IMF and
Whe WoUld Bank Zill help eVWabliVh ke\ daWa poinWV. ThaW conVXlWaWion Zill alVo inclXde
deWeUmining Whe oXWVWanding debW and an\ imminenW debW pa\menW obligaWionV, and
foUecaVWV of Whe fiVcal and macUoeconomic WUajecWoU\ XndeU a Uange of aVVXmpWionV.
BaVed on WhiV anal\ViV of debW and pa\menW amoXnWV, Whe VoYeUeign VhoXld eVWabliVh
Whe peUimeWeU of Whe debW Wo UeVWUXcWXUe and deYelop a UeVolXWion VWUaWeg\.

AlWhoXgh Whe commXnicaWionV VWUaWeg\ iV W\picall\ eVWabliVhed once Whe UeVWUXcWXUing
peUimeWeU iV VeW, iW iV paUamoXnW Wo VenViWiVe Whe VWUaWeg\ Weam and oWheU goYeUnmenW
officialV Wo Whe impoUWance of cooUdinaWing foUmal and infoUmal commXnicaWion ZiWh
Whe media, cUediWoUV, ke\ VWakeholdeUV and oWheU acWoUV of Whe maUkeWV. The VoYeUeign
ma\ conVideU hiUing a commXnicaWionV adYiVoU. RefeUence Whe UeleYanW chapWeU on
˯Types of Assistance˰. IW iV pUefeUUed Wo limiW commXnicaWionV XnWil a VWUaWeg\ iV eVWab˦
liVhed aV diVcXVVed in moUe deWail beloZ.

Finall\, Whe VoYeUeign needV Wo aVVeVV Whe poWenWial V\VWemic implicaWionV of WhiV diV˦
WUeVV UeVolXWion VWUaWeg\ (e.g., foU Whe banking VecWoU) and Whe UeTXiUed poliWical VXp˦
poUW Wo adopW and implemenW Whe difficXlW polic\ deciVionV needed. AlWhoXgh WhiV
pUoceVV ma\ be comple[ and difficXlW Wo manage, a WUanVpaUenW and oUdeUl\ UeVolXWion
of debW pUoblemV can aYoid XnneceVVaU\ dela\V and UedXce poWenWial piWfallV ZiWh VeUi˦
oXV Vocial implicaWionV.

PoliWical and oWheU pUeVVXUeV Zill ofWen be impoVed on VoYeUeign debW manageUV and
UeVponVible goYeUnmenW officialV Wo dela\ neceVVaU\ ˪ bXW painfXl and XnpopXlaU ˪
meaVXUeV Wo addUeVV debW diVWUeVV. EffoUWV Wo aYoid making WheVe difficXlW deciVionV of˦
Wen e[aceUbaWe Whe pUoblem. E[ampleV of pooU pUacWice in managing a VoYeUeign debW



cUiViV inclXde (a) pUoYiding cUediWoUV ZiWh acceVV Wo VWUaWegic VWaWe UeVoXUceV oU aVVeWV
(inclXding collaWeUaliVed oU TXaVi-collaWeUaliVed VWUXcWXUeV) in UeWXUn foU lending
commiWmenWV; (b) foUcing domeVWic penVion fXndV Wo inYeVW a peUcenWage of WheiU
poUWfolio in VoYeUeign debW; (c) UeTXiUing local bankV Wo e[Wend cUediW lineV Wo Whe
goYeUnmenW; (d) Uolling oYeU maWXUing longeU-WeUm inWeUnaWional debW obligaWionV
ZiWh VhoUWeU-WeUm domeVWic debW; and/oU (e) condXcWing fiUe ValeV of VWaWe aVVeWV Wo
UaiVe caVh foU Uepa\ing debW.

FoU inVWance, Vome coXnWUieV facing debW diVWUeVV enWeU inWo financing agUeemenWV
ZiWh commeUcial bankV VecXUed b\ bondV iVVXed b\ Whe debWoU and Whe collaWeUal iV
maUked-Wo-maUkeW. When diVWUeVV moXnWV and Whe pUice of Whe XndeUl\ing bondV de˦
clineV, Whe VoYeUeign iV foUced Wo Wop Xp oU Uepa\ Whe oUiginal faciliW\ in fXll aW Whe UiVk
of pUecipiWaWing Whe cUiViV.

The VWUaWeg\ Weam VhoXld appUoach Whe IMF Wo eYalXaWe Whe opWionV aYailable Wo ad˦
dUeVV a debW cUiViV. The W\pe of IMF financial aVViVWance WhaW ma\ be aYailable Wo Whe
VoYeUeign in WhiV ViWXaWion, and Whe condiWionV foU pUoYiVion of VXch financial aV˦
ViVWance, Zill depend on Whe oXWcome of Whe IMF˭V DSA and oWheU UeleYanW policieV. If
Whe DSA conclXdeV WhaW Whe VoYeUeign˭V debW iV XnVXVWainable, Whe IMF Zill noW be able
Wo pUoYide financial aVViVWance Wo Whe VoYeUeign debWoU XnleVV iW WakeV Vpecific VWepV Wo
UeVWoUe VXVWainabiliW\. IW Zill be Xp Wo Whe VoYeUeign Wo decide ZheWheU and Zhen Wo Ue˦
VWUXcWXUe iWV debW.

In eiWheU caVe, in conVXlWaWion ZiWh Whe IMF VWaff, Whe VoYeUeign Zill need Wo deYelop a
macUoeconomic fUameZoUk WhaW inclXdeV Whe oYeUall financing enYelope, paUameWeUV
and condiWionV of IMF financing, inclXding fiVcal and VWUXcWXUal adjXVWmenWV WhaW Whe
VoYeUeign mXVW XndeUWake. ThiV fUameZoUk Zill gXide Whe negoWiaWionV beWZeen Whe
VoYeUeign and iWV cUediWoUV, aV ma\ be UeTXiUed.

The IMF can pUoYide financing in a pUe-defaXlW oU poVW-defaXlW conWe[W, VXbjecW Wo
ceUWain condiWionV. FoU inVWance, in a pUe-defaXlW conWe[W, (a) ZiWh UeVpecW Wo pUiYaWe
VecWoU cUediWoUV, Whe IMF needV Wo haYe confidence WhaW a cUedible pUoceVV foU UeVWUXc˦
WXUing iV XndeUZa\ Wo achieYe VXfficienW cUediWoU paUWicipaWion Wo UeVWoUe VXVWainabili˦
W\, and (b) ZiWh UeVpecW Wo official bilaWeUal cUediWoUV, Whe IMF needV Wo UeceiYe Vpecif˦
ic and cUedible aVVXUanceV on debW Uelief/conceVVional financing conViVWenW ZiWh pUo˦
gUamme paUameWeUV.



In Whe poVW-defaXlW VcenaUio ZheUe Whe VoYeUeign haV accXmXlaWed e[WeUnal aUUeaUV Wo
cUediWoUV, Whe IMF can onl\ pUoYide financing Wo Whe VoYeUeign if Whe IMF˭V aUUeaUV
policieV (i.e., non-WoleUaWion of aUUeaUV Wo mXlWilaWeUal cUediWoUV, lending inWo aUUeaUV
Wo official bilaWeUal cUediWoUV and lending inWo aUUeaUV Wo pUiYaWe cUediWoUV) aUe VaWiV˦
fied. In boWh pUe- and poVW-defaXlW conWe[WV, Whe IMF can lend befoUe a debW UeVWUXc˦
WXUing iV compleWed.

WheUe a VoYeUeign doeV noW need immediaWe IMF financial aVViVWance oU if VXch aV˦
ViVWance iV noW aYailable, iW UemainV poVVible Wo negoWiaWe a debW UeVWUXcWXUing ZiWh iWV
cUediWoUV ZiWhoXW Whe anchoU of an IMF-VXppoUWed pUogUamme. HoZeYeU, WhiV iV gen˦
eUall\ a lengWhieU and moUe comple[ pUoceVV.

HaYing appoinWed financial, legal and commXnicaWionV adYiVoUV and conVXlWed Whe
IMF Wo deWeUmine Whe naWXUe and WeUmV of Whe financial aVViVWance WhaW ma\ be aYail˦
able Wo iW, Whe VWUaWeg\ Weam VhoXld When Wake foXU ke\ VWepV aV a pUecXUVoU Wo Whe im˦
plemenWaWion of a neceVVaU\ debW UeVWUXcWXUing opeUaWion: (1) define Whe peUimeWeU of
VoYeUeign debW Wo be inclXded in Whe foUWhcoming debW UeVWUXcWXUing opeUaWion; (2)
UeYieZ Whe WeUmV of Whe e[iVWing debW inVWUXmenWV Wo conVideU, in paUWicXlaU, pUoYi˦
VionV on cUoVV-defaXlW, cUediWoU conVenW, VWaWe immXniW\ and liWigaWion YXlneUabiliWieV;
(3) aVVeVV Whe VoYeUeign˭V liWigaWion UiVkV and aVVeW pUoWecWion pUioUiWieV; and (4)
agUee on a commXnicaWionV VWUaWeg\ WoZaUdV cUediWoUV and oWheU VWakeholdeUV.

RESTRUCTURING PERIMETER

A cUiWical VWep foU Whe VoYeUeign iV Wo define Whe peUimeWeU of Whe debWV Wo be UeVWUXc˦
WXUed. The peUimeWeU needV Wo be infoUmed b\ Whe financing enYelope defined XndeU
Whe IMF-VXppoUWed pUogUamme. IW iV adYiVable WhaW Whe VoYeUeign aWWempWV Wo define
Whe ZideVW poVVible debW peUimeWeU Wo ma[imiVe debW Uelief and enVXUe inWeU-cUediWoU
eTXiW\. WheUe caWegoUieV of domeVWic debW aUe pUopoVed Wo be inclXded in Whe peUime˦
WeU, addiWional conVideUaWionV UelaWing Wo Whe pUeVeUYaWion of financial VWabiliW\ and Ue˦
laWed pUXdenWial iVVXeV mXVW alVo be Waken inWo accoXnW.

CaUefXl conVideUaWion VhoXld be giYen Wo Whe caWegoUieV of debW Zhich Zill noW be in˦
clXded in Whe UeVWUXcWXUing. The e[clXVion of an\ caWegoU\ of debW oU cUediWoU fUom
Whe UeVWUXcWXUing peUimeWeU VhoXld be conViVWenW ZiWh geneUall\ accepWed pUacWiceV



(e.g., mXlWilaWeUal debW and VhoUW-WeUm WUade finance) and ZiWhoXW maWeUiall\ compUo˦
miVing Whe goalV of debW Uelief ma[imiVaWion and eTXal WUeaWmenW of cUediWoUV.

In Whe debW idenWificaWion e[eUciVe, Whe VoYeUeign VhoXld deWeUmine Whe appUopUiaWe
WUeaWmenW of Whe YaUioXV caWegoUieV of debW ZiWh Whe UeleYanW cUediWoUV. The deVign
needV Wo enVXUe inWeU-cUediWoU eTXiW\ Vo aV Wo achieYe high paUWicipaWion in Whe
UeVWUXcWXUing.

DOCUMENTARY REVIEW

If Whe VoYeUeign haV noW declaUed a moUaWoUiXm and Whe anWicipaWed UeVWUXcWXUing iV
inWended Wo be done ahead of pa\menW oU oWheU defaXlWV, Whe VoYeUeign and iWV adYi˦
VoUV mXVW pUompWl\ UeYieZ Whe WeUmV of Whe VoYeUeign˭V e[iVWing debW inVWUXmenWV Wo
enVXUe WhaW VXch a VWUaWeg\ iV feaVible. In all ciUcXmVWanceV, Whe VoYeUeign and iWV adYi˦
VoUV VhoXld alVo UeYieZ Whe WeUmV of Whe debW inVWUXmenWV ZiWhin Whe UeVWUXcWXUing
peUimeWeU Wo enVXUe WhaW Whe anWicipaWed VWUaWegieV foU cUediWoU paUWicipaWion and aVVeW
pUoWecWion can be implemenWed and liWigaWion YXlneUabiliWieV idenWified.

LITIGATION RISKS AND ASSET PROTECTION

CommeUcial cUediWoUV UegXlaUl\ VXe Wo UecoYeU WheiU claimV. In paUWicXlaU, diVWUeVVed
debW inYeVWoUV and VpecialiVed liWigaWion fXndeUV haYe VhoZn liWWle heViWaWion in pXUVX˦
ing VoYeUeign debWoUV. In moVW caVeV, obWaining a debW jXdgmenW on Whe non-pa\menW
of conWUacWed VoYeUeign debW iV VWUaighWfoUZaUd. HoZeYeU, enfoUcing Whe jXdgmenW iV a
compleWel\ diffeUenW VWoU\.

AlWhoXgh Whe liWigaWoU˭V imaginaWion haV no boXndaUieV, Whe VoYeUeign XVXall\ doeV noW
haYe man\ aWWachable aVVeWV abUoad and Whe VWUaWeg\ Weam VhoXld Wake VWepV Wo pUoWecW
WhoVe oYeUVeaV aVVeWV. Some VoYeUeign aVVeWV benefiW fUom VWaWXWoU\ immXniW\ XndeU
inWeUnaWional conYenWionV (e.g., diplomaWic and miliWaU\ aVVeWV). ConWUacWXal pUoYi˦
VionV can be inclXded in debW conWUacWV Wo affoUd immXniW\ Wo commeUcial and oWheU
aVVeWV noW enWiWled Wo VWaWXWoU\ immXniW\ pUoWecWion.



In cUiViV managemenW, Whe VWUaWeg\ Weam VhoXld idenWif\, ZiWh Whe aVViVWance of iWV le˦
gal adYiVoUV, Whe ˰YXlneUable˱ non-UeVidenW aVVeWV (e.g., CenWUal Bank foUeign e[˦
change UeVeUYeV/depoViWV/aVVeWV, SOEV˭ aVVeWV locaWed oXWVide Whe jXUiVdicWion) and
condXcW a pUopeU anal\ViV of Whe legal UiVk of aWWachmenW of VXch aVVeWV b\ jXdgmenW
cUediWoUV. ThiV inYolYeV an anal\ViV of Whe pUoWecWionV affoUded b\ pUincipleV of VoY˦
eUeign immXniW\ foU VWaWe aVVeWV in Whe jXUiVdicWionV ZheUe Whe aVVeWV aUe locaWed.

COMMUNICATIONS AND OUTREACH STRATEGY

Once Whe peUimeWeU of Whe debW UeVWUXcWXUing opeUaWion haV been eVWabliVhed, Whe
VWUaWeg\ Weam in cooUdinaWion ZiWh oWheU goYeUnmenW officialV oU aXWhoUiWieV VhoXld
deYelop and implemenW an effecWiYe e[WeUnal commXnicaWionV VWUaWeg\. The VWUaWeg\
VhoXld cUeaWe a condXciYe enYiUonmenW foU a conVWUXcWiYe UeVolXWion of Whe debW ViWX˦
aWion. Specificall\, Whe VoYeUeign VhoXld conYe\ cleaU and conViVWenW objecWiYeV of Whe
debW-UeVWUXcWXUing pUoceVV and Whe pUopoVed WUeaWmenW of diffeUenW caWegoUieV of
cUediWoUV, inclXding Whe UeleYanW WaUgeWV embedded in IMF-VXppoUWed pUogUammeV.
Legal and financial adYiVoUV can help gUeaWl\ in caUefXll\ cUafWing Whe infoUmaWion WhaW
Whe VWUaWeg\ Weam ZanWV Wo conYe\.



Once Whe VoYeUeign decideV Wo UeVWUXcWXUe Vome oU all of iWV debW, ZheWheU Wo addUeVV
liTXidiW\ oU VXVWainabiliW\ conceUnV, iW Zill need Wo deYelop a UeVWUXcWXUing VWUaWeg\
WailoUed Wo Whe chaUacWeUiVWicV of Whe affecWed cUediWoU caWegoUieV.

A VoYeUeign VhoXld fiUVW conVideU Zho iWV official bilaWeUal cUediWoUV aUe (e.g., ZheWheU
Whe\ aUe membeUV of Whe PaUiV ClXb), ZhaW peUcenWage of Whe debW VWock each UepUe˦
VenWV and ZheWheU Whe coXnWU\ iV eligible foU Vpecific iniWiaWiYeV VXch aV Whe Common
FUameZoUk.

BaVed on WhiV infoUmaWion, debW manageUV can conVXlW ZiWh WheiU adYiVoUV Wo chooVe
Whe moVW e[pedienW mechaniVm foU engaging ZiWh official bilaWeUal cUediWoUV Wo
VWUeamline Whe diVcXVVionV and e[pediWe Whe pUoceVV.

PARIS CLUB

The VoYeUeign ma\ decide Wo appUoach Whe PaUiV ClXb Wo Veek UeVchedXling of iWV goY˦
eUnmenW-Wo-goYeUnmenW debW Wo PaUiV ClXb cUediWoUV. The pUecondiWion foU a PaUiV
ClXb UeVchedXling iV WhaW Whe coXnWU\ mXVW haYe an IMF-VXppoUWed pUogUamme. The
PaUiV ClXb haV eVWabliVhed a menX of opWionV foU VoYeUeignV in debW diVWUeVV, UefeUUed
Wo aV diffeUenW ˰WUeaWmenWV .˱ TheVe opWionV inclXde UeVchedXling, Zhich iV debW Uelief
b\ poVWponemenW of maWXUiWieV oU, in Whe caVe of conceVVional UeVchedXling, UedXcWion
in debW VeUYice obligaWionV dXUing a defined peUiod (floZ WUeaWmenW) oU aV of a VeW
daWe (VWock WUeaWmenW). The modaliW\ of debW WUeaWmenW, cXW-off daWe and conVolidaW˧



ion peUiod depend on Whe financing gap idenWified in Whe IMF-VXppoUWed pUogUamme.
In deciding debW WUeaWmenW, Whe PaUiV ClXb WakeV inWo accoXnW Whe coXnWU\˭V paVW WUack
UecoUd, boWh on VeUYicing iWV debWV and iWV peUfoUmance XndeU an IMF-VXppoUWed pUo˦
gUamme, and Whe conWUibXWion e[pecWed fUom oWheU e[WeUnal cUediWoUV (mXlWilaWeUal
cUediWoUV, pUiYaWe cUediWoUV, and non-PaUiV ClXb official VecWoU cUediWoUV).

The VWUaWeg\ Weam and Whe PaUiV ClXb cUediWoUV Zill ZoUk WoZaUdV a conVenVXV Zhich
UeflecWV Whe IMF DSA. Once a conVenVXV iV Ueached, Whe WeUmV of Whe WUeaWmenW Zill be
UecoUded in a docXmenW called Whe AgUeed MinXWeV pUepaUed b\ Whe PaUiV ClXb
SecUeWaUiaW and When appUoYed b\ Whe PaUiV ClXb cUediWoUV and Whe VoYeUeign debWoU.
CompleWion of Whe UeVWUXcWXUing pUoceVV UeTXiUeV WhaW Whe VoYeUeign debWoU enWeU inWo
bilaWeUal agUeemenWV ZiWh each PaUiV ClXb cUediWoU coXnWU\ Wo implemenW debW Uelief
no leVV faYoXUable Wo Whe VoYeUeign Whan ZhaW iV conWemplaWed in Whe AgUeed MinXWeV.
The AgUeed MinXWeV impoVe on Whe VoYeUeign a compaUabiliW\ of WUeaWmenW obligaWion
Wo conclXde agUeemenWV ZiWh each of iWV non-PaUiV ClXb cUediWoUV on no leVV
faYoXUable WeUmV.

COMMON FRAMEWORK

The Common FUameZoUk iV an iniWiaWiYe laXnched b\ Whe G20 Wo bUing WogeWheU all
G20 official cUediWoUV in a Vingle foUXm Wo agUee on a common debW WUeaWmenW of eli˦
gible coXnWUieV in a Wimel\ and oUdeUl\ manneU. The 73 loZ-income and IDA-eligible
coXnWUieV eligible foU Whe DSSI aUe alVo eligible foU Whe Common FUameZoUk.



When a coXnWU\ applieV foU debW WUeaWmenW XndeU Whe Common FUameZoUk, iWV G20
official cUediWoUV ˪ and oWheU official cUediWoUV YolXnWaUil\ ˪ Zill foUm an Official
CUediWoU CommiWWee (OCC). The OCC Zill When agUee on an appUopUiaWe debW WUeaW˦
menW baVed on Whe IMF DSA. The Common FUameZoUk pUoceVV UeTXiUeV Whe UeTXeVW˦
ing coXnWU\ Wo haYe an IMF-VXppoUWed pUogUamme, Zhich defineV Whe UeVWUXcWXUing
enYelope.

Once Whe OCC UeacheV an agUeemenW on Whe paUameWeUV of Whe debW WUeaWmenW, Whe
agUeemenW Zill be enVhUined in a non-legall\ binding memorandum of understanding
(MoU). BaVed on WhiV MoU, Whe debWoU mXVW engage each OCC membeU indiYidXall\
Wo Vign final loan-leYel UeVWUXcWXUing agUeemenWV.

The Common FUameZoUk MoUV alVo feaWXUe non-financial claXVeV, Zhich inclXde
enfoUcemenW mechaniVmV foU Whe compaUabiliW\ of WUeaWmenW pUincipleV VXch aV claZ-
back claXVeV and a commiWmenW fUom Whe debWoU noW Wo VWaUW Uepa\ing an\ cUediWoU
WhaW haV noW agUeed on compaUable debW WUeaWmenW.

AD HOC COORDINATION

When a VoYeUeign iV noW eligible foU oU doeV noW ZiVh Wo appl\ foU debW WUeaWmenW Xn˦
deU Whe Common FUameZoUk, Whe VWUaWeg\ Weam ma\ decide Wo engage ZiWh cUediWoUV
WhUoXgh an ad hoc fUameZoUk ZiWh UXleV VimilaU Wo WhoVe of Whe PaUiV ClXb oU Whe
Common FUameZoUk.

BILATERAL NEGOTIATIONS

BilaWeUal negoWiaWionV mighW be neceVVaU\ in Vpecific caVeV. FoU inVWance, Whe\ coXld be
UeTXiUed Zhen Whe VoYeUeign haV a YeU\ limiWed nXmbeU of official bilaWeUal cUediWoUV
oU if an official bilaWeUal cUediWoU holdV a VignificanW poUWion of Whe debWoU˭V debW VWock.
AlVo, Vome official bilaWeUal cUediWoUV ma\ pUefeU bilaWeUal diVcXVVionV Wo capWXUe Whe
VpecificiWieV of WheiU oXWVWanding claimV beWWeU.

HoZeYeU, Whe mXlWipliciW\ of bilaWeUal negoWiaWion channelV can cUeaWe a VignificanW
and XnneceVVaU\ bXUden foU Whe VWUaWeg\ Weam. IW can alVo lengWhen Whe pUoceVV and
incUeaVe cooUdinaWion challengeV.



Local cXUUenc\ debW holdeUV inclXde YaUioXV VWakeholdeUV ZiWh YaU\ing incenWiYeV, ob˦
jecWiYeV, pUefeUenceV and baUgaining poZeUV. The VWUaWeg\ Weam VhoXld conVideU WheVe
VpecificiWieV Zhen engaging in UeVWUXcWXUing negoWiaWionV.

DOMESTIC FINANCIAL SECTOR

DomeVWic inYeVWoUV in local cXUUenc\ bondV ofWen inclXde domeVWic bankV, penVion
fXndV and inVXUance companieV. When deciding ZheWheU Wo UeVWUXcWXUe bondV held b\
WheVe inVWiWXWionV, caUefXl conVideUaWion needV Wo be giYen Wo Whe poWenWial conVe˦
TXenceV. TheVe conVeTXenceV ma\ inclXde an adYeUVe impacW on banking VecWoU VWa˦
biliW\ and Whe YiabiliW\ of penVion fXndV and inVXUance companieV, Zhich ma\ fXUWheU
affecW Whe domeVWic poliWical econom\.

CENTRAL BANK

CenWUal Bank holdingV of domeVWic debW VecXUiWieV can be inclXded in Whe peUimeWeU of
Whe UeVWUXcWXUing, Zhich can UedXce Whe eTXiW\ of Whe CenWUal Bank and in Vome in˦
VWanceV eYen pXVh iW inWo a negaWiYe capiWal poViWion. TheUe iV empiUical eYidence hoZ˦
eYeU of Vome loVV abVoUpWion capaciW\ foU CenWUal BankV in VXch a conWe[W aV Vome
coXnWUieV haYe managed Wo VignificanWl\ UedXce Whe claimV oZed b\ a goYeUnmenW Wo
WheiU CenWUal Bank ZiWh liWWle Wo no adYeUVe effecWV on WheiU cUedibiliW\ and abiliW\ Wo
implemenW moneWaU\ polic\.

NON-RESIDENT HOLDERS OF DOMESTIC DEBT SECURITIES

PUeVVXUeV can aUiVe Wo UeVWUXcWXUe Whe domeVWic-cXUUenc\ debW VecXUiWieV held b\ non˦
UeVidenW holdeUV. FoU inVWance, foU Whe IMF DSA foU loZ-income coXnWUieV condXcWed
on UeVidenc\, VXch holdingV Zill be claVVified in Whe e[WeUnal debW bXckeW, UeTXiUing
addiWional effoUW fUom oWheU cUediWoUV coYeUed in Whe peUimeWeU Wo achieYe Whe UeVWUXc˦
WXUing WaUgeWV.

InclXding onl\ non-UeVidenW holdeUV of domeVWic debW in Whe UeVWUXcWXUing can aYoid
Vome of Whe financial VWabiliW\ and V\VWemic iVVXeV WhaW aUiVe Zhen domeVWic holdeUV of
VXch inVWUXmenWV aUe inclXded in Whe peUimeWeU. BXW iW cUeaWeV addiWional legal and op˦
eUaWional challengeV. FoU inVWance, iW ma\ be difficXlW Wo Vpecificall\ idenWif\ VXch non-
UeVidenW holdeUV in WUeaVXU\ and CenWUal Bank UecoUdV and Whe oZneUVhip and WUading



of VXch VecXUiWieV ma\ be difficXlW Wo UeVWUicW. In addiWion, WheUe aUe legal UiVkV XndeU
bilaWeUal and oWheU inWeUnaWional inYeVWmenW WUeaWieV aVVociaWed ZiWh diVcUiminaWing in
debW WUeaWmenW beWZeen UeVidenW and non-UeVidenW holdeUV. Legal adYice VhoXld be
VoXghW in WhiV UegaUd.

A Zide Uange of inYeVWoUV hold bondV iVVXed in inWeUnaWional capiWal maUkeWV ˪  Vome˦
WimeV WhoXVandV of Whem ˪ aUoXnd Whe ZoUld, making iW impoVVible foU a debWoU Wo
engage indiYidXall\ ZiWh each of Whem. TheUefoUe, Whe common pUacWice iV foU bond˦
holdeUV Wo cooUdinaWe WhUoXgh foUmal oU ad hoc commiWWeeV, pUoYiding a poinW of
conWacW foU engagemenW ZiWh Whe debWoU.

IndiYidXal bondholdeUV ma\ VWill be incenWiYiVed noW Wo paUWicipaWe in Whe UeVWUXcWXU˦
ing Wo UecoYeU pa\menW on Whe fXll conWUacWXal claimV (holdoXWV). HoZeYeU, Whe VoY˦
eUeign can Uel\ on CACV Zhich haYe become Whe maUkeW VWandaUd in inWeUnaWional
bond docXmenWV Wo addUeVV Whe holdoXW pUoblem. WiWh Whe aVViVWance of financial and
legal adYiVoUV, Whe VoYeUeign needV Wo decide ZheWheU Wo negoWiaWe ZiWh a foUmal oU ad
hoc cUediWoU commiWWee oU a feZ indiYidXal laUge cUediWoUV Zho Zill be Zilling Wo en˦
gage in, and poWenWiall\ pXblicl\ endoUVe a debW UeVolXWion e[eUciVe. IW iV impoUWanW Wo
noWe WhaW Whe modaliW\ of engagemenW VhoXld Uemain fle[ible Wo achieYe an oUdeUl\ Ue˦
VWUXcWXUing in a UeaVonable WimefUame WhUoXgh good faiWh negoWiaWionV. WheUe Whe
debW VecXUiWieV being UeVWUXcWXUed inclXde pXblicl\ WUaded and liVWed bondV, Whe VoY˦
eUeign needV Wo be cogniVanW of iVVXeV UelaWing Wo Whe VelecWiYe VhaUing of maWeUial
nonpXblic infoUmaWion (MNPI) ZiWh cUediWoUV dXUing negoWiaWionV. Legal adYice
needV Wo be VoXghW Wo enVXUe Whe VoYeUeign aW all WimeV complieV ZiWh iWV dXWieV ZiWh
UeVpecW Wo MNPI XndeU applicable VecXUiWieV laZV and UegXlaWionV.

The maUkeW haV deYeloped WoolV Wo miWigaWe Whe collecWiYe acWion pUoblem and enable
bUoad cUediWoU paUWicipaWion. ReVWUXcWXUingV aUe noZ XVXall\ VWUXcWXUed aV YolXnWaU\
debW e[changeV. A nXmbeU of WechniTXeV faciliWaWe WheVe effecWiYe ˰liabiliW\ manage˦
menW˱ debW e[changeV. TheVe WoolV and WechniTXeV inclXde:

CACV alloZ a TXalified majoUiW\ of bondholdeUV Wo bind all bondholdeUV Wo
modif\ ke\ bond WeUmV.

1.

E[iW conVenWV alloZ a majoUiW\ of bondholdeUV Wo modif\ Whe non-pa\menW
WeUmV (e.g., VoYeUeign immXniW\, goYeUning laZ, a liVWing of Whe bondV ) of old
bondV WhaW aUe being WendeUed in a YolXnWaU\ e[change offeU. ThiV foUceV oWheU

2.



The XniYeUVe of non-bond e[WeUnal commeUcial cUediWoUV iV Zide and inclXdeV loanV
e[Wended b\ commeUcial bankV, commodiW\ WUadeUV and Uegional financial inVWiWX˦
WionV. TheVe loanV can alVo be V\ndicaWed. ThiV caWegoU\ alVo incUeaVingl\ inclXdeV
VWaWe-oZned commeUcial bankV, Zhich blXUV Whe lineV beWZeen official and pUiYaWe
VecWoU cUediWoUV, VomeWimeV complicaWing Whe negoWiaWionV acUoVV diffeUenW channelV.

CommeUcial bankV aUe VomeWimeV called Whe London ClXb dXUing Whe UeVWUXcWXUing
pUoceVV. The UefeUence Wo ˰London˱ iV hiVWoUic and ZaV VelecWed Wo jX[WapoVe Whe pUi˦
YaWe-VecWoU naWXUe of WheVe cUediWoUV, Zho XVed Wo be moVWl\ baVed in London, fUom
Whe official VecWoU lendeUV of Whe ˰ PaUiV ClXb .˱

AV diVcXVVed in Whe SecWion ˰T\peV of CUediWoUV ,˱ Vome Uegional financial inVWiWXWionV
haYe incUeaVed WheiU lending Wo AfUican coXnWUieV. The WUeaWmenW of WheiU debWV ma\
be complicaWed in a debW UeVWUXcWXUing, aV Whe\ ofWen aUgXe WhaW Whe\ VhoXld be e[˦
clXded fUom Whe UeVWUXcWXUing peUimeWeU oU enjo\ impUoYed WUeaWmenW compaUed ZiWh
commeUcial cUediWoUV.

In geneUal, WheUe iV no pUe-defined mechaniVm Wo cooUdinaWe Whe UeVWUXcWXUing of
non-bond commeUcial cUediWoUV, meaning Whe VoYeUeign Zill haYe Wo negoWiaWe UeV˧

bondholdeUV Wo paUWicipaWe in Whe UeVWUXcWXUing oU face Whe pUoVpecW of ending Xp
ZiWh leVV aWWUacWiYe bondV.
MinimXm paUWicipaWion WhUeVholdV aUe deVigned Wo aVVXUe cUediWoUV WhaW Whe
debWoU ZoXld onl\ pUoceed ZiWh Whe debW e[change if a TXalified majoUiW\ of
cUediWoUV paUWicipaWe.

3.

ConWUacWXal enhancemenWV gUanWing beWWeU pUoWecWion foU cUediWoUV (e.g.,
pUincipal UeinVWaWemenW, mandaWoU\ pUe-pa\menW, and financial coYenanWV).

4.

CUediW enhancemenWV VXch aV XpfUonW caVh Uepa\menWV, caVh-eTXiYalenW noWeV
and add-onV Wo Whe neZ inVWUXmenWV can pUodXce an addiWional pa\menW (e.g.,
GDP-linked ZaUUanWV oU commodiW\-linked YalXe UecoYeU\ UighWV, alVo bUoadl\
UefeUUed Wo aV VWaWe-conWingenW debW inVWUXmenWV). FoU moUe deWailV on VWaWe-
conWingenW debW inVWUXmenWV (SCDIV), pleaVe UefeU Wo Whe ALSF˭V DebW GXide on
SCDIV.

5.

RegXlaWoU\ VZeeWeneUV (e.g., Wa[ benefiWV, beneficial liabiliW\ WUeaWmenW foU
UegXlaWoU\ capiWal, lenienW WUeaWmenW of defaXlWed obligaWionV b\ inVXUance
companieV).

6.



WUXcWXUing WeUmV bilaWeUall\ ZiWh eYeU\ one of Whem. While WhiV ZoXld be done YolXn˦
WaUil\, Whe VoYeUeign can be conVWUained b\ UeTXiUemenWV VXch aV Whe IMF DSA WaUgeWV
oU compaUabiliW\ of WUeaWmenW pUoYiVionV, UeTXiUing diUecWl\ oU indiUecWl\ inclXding
VXch cUediWoUV in Whe UeVWUXcWXUing peUimeWeU.

In Whe caVe of V\ndicaWed loanV, Whe VoYeUeign VhoXld appUoach Whe V\ndicaWe agenW Wo
negoWiaWe a UeVWUXcWXUing of commeUcial loanV, Zhich ma\ folloZ a VeW of beVW pUac˦
WiceV oU pUincipleV accepWed in Whe maUkeW. An\ changeV Wo pa\menW oU oWheU fXnda˦
menWal commeUcial WeUmV geneUall\ UeTXiUe Whe conVenW of each lendeU in Whe V\ndi˦
caWe. While Whe G7 WoUking GUoXp UecenWl\ pUopoVed Whe MajoUiW\ VoWing PUoYiVionV
(MVP) model foU amending pa\menW WeUmV, aV of Whe daWe of WhiV pXblicaWion, WheVe
pUoYiVionV haYe noW \eW been adopWed in an\ V\ndicaWed loan agUeemenW.

The diagUam beloZ VXmmaUiVeV ke\ VWepV and opWionV foU UeVolYing diVWUeVVed VoY˦
eUeign debW ViWXaWionV.



FIG. 17. DeciVion TUee foU ReVolYing SoYeUeign DebW DiVWUeVV

InWeU-cUediWoU eTXiW\ iV a ke\ pUinciple of VoYeUeign debW UeVWUXcWXUingV. IW alloZV foU
eTXiWable bXUden VhaUing and WhXV faciliWaWeV a Wimel\ and oUdeUl\ conclXVion of Whe
negoWiaWionV. In Whe abVence of a VoYeUeign inVolYenc\ Uegime, Whe pUinciple VeekV Wo
enVXUe WhaW all cUediWoUV of a diVWUeVVed VoYeUeign aUe WUeaWed faiUl\ and eTXiWabl\ dXUi˧



ng Whe debW UeVWUXcWXUing pUoceVV. PUiYaWe cUediWoUV and oWheU VWakeholdeUV haYe eV˦
poXVed and pUomXlgaWed WhiV pUinciple WhUoXgh Whe InVWiWXWe foU InWeUnaWional
Finance˭V PUincipleV foU SWable CapiWal FloZV and FaiU DebW ReVWUXcWXUing.

A UelaWed pUinciple iV WhaW of CompaUabiliW\ of TUeaWmenW (CoT). CoT pUoYiVionV aUe
UoXWinel\ inclXded in agUeemenWV beWZeen a debWoU and iWV official bilaWeUal cUediWoUV.
SXch pUoYiVionV W\picall\ UeTXiUe Whe debWoU Wo commiW Wo Veeking debW WUeaWmenW
fUom oWheU cUediWoUV ZiWhin Whe UeVWUXcWXUing peUimeWeU on WeUmV, aW leaVW, aV
faYoXUable aV WhoVe offeUed b\ Whe UeVpecWiYe cUediWoU. AV paUW of Whe Common
FUameZoUk, CoT pUoYiVionV haYe been paiUed ZiWh enfoUcemenW mechaniVmV VXch aV
claZ-back claXVeV and commiWmenWV b\ Whe debWoU noW Wo UeVWaUW pa\menWV Wo cUedi˦
WoUV befoUe Whe\ agUee on a compaUable debW WUeaWmenW.

The pUinciple of inWeU-cUediWoU eTXiW\ ˪ and Wo an e[WenW Whe CoT ˪ can be e[˦
pUeVVed WhUoXgh boWh conWUacWXal and non-conWUacWXal mechaniVmV. FoU e[ample, Vo-
called ˰moVW faYoXUed cUediWoU claXVeV˱ (MFCC) oU ˰UighWV Xpon fXWXUe offeU˱
(RUFO) claXVeV haYe been inclXded in pUiYaWe VecWoU UeVWUXcWXUing docXmenWaWion Wo
enVXUe WhaW holdoXWV UeceiYe no beWWeU WUeaWmenW fUom Whe VoYeUeign debWoU Whan Whe
cUediWoUV Zho paUWicipaWe in Whe UeVWUXcWXUing. SoYeUeign debWoUV haYe alVo made pXb˦
lic VWaWemenWV on non-legall\ binding commiWmenW Wo ke\ VWakeholdeUV WhaW holdoXW
cUediWoUV Zill noW UeceiYe adYanWageoXV WUeaWmenW aV compaUed ZiWh ˰ fiUVW moYeUV .˱

ThoXgh occaVionall\ UefeUenced b\ ciYil VocieW\, odioXV debW iV noW a UecogniVed legal
pUinciple XndeU inWeUnaWional laZ. AV VXch, a VoYeUeign cannoW Uel\ on WhiV pUinciple
Wo UepXdiaWe iWV debW obligaWionV.



Falling boUUoZing coVWV, UecoYeU\ in bond pUiceV, incUeaVed inYeVWoU appeWiWe and im˦
pUoYemenW of an\ oWheU pUeYioXVl\ negaWiYe VignalV aUe likel\ Wo indicaWe WhaW Whe VoY˦
eUeign˭V debW managemenW and/oU UeVWUXcWXUing VWUaWeg\ haV VXcceeded. HoZeYeU, aV
ZiWh Whe iniWial UiVk anal\ViV, Whe VoYeUeign VhoXld be caUefXl noW Wo inWeUpUeW a Wempo˦
UaU\ impUoYemenW in financing condiWionV aV an indicaWion of long-WeUm UecoYeU\. The
VoYeUeign VhoXld conWinXe Wo condXcW iWV oZn VXVWainabiliW\ anal\ViV and conVXlW ZiWh
mXlWilaWeUal deYelopmenW bankV, Whe IMF and cUediWoUV Wo confiUm cUediWoU and maUkeW
VenWimenWV on Whe VoYeUeign˭V UecoYeU\ in Whe domeVWic and inWeUnaWional maUkeWV.

The \eaUV folloZing Whe UeVWUXcWXUing can pUoYide idioV\ncUaWic oppoUWXniWieV foU lia˦
biliW\ managemenW e[eUciVeV. FoU inVWance, neZ bondV iVVXed in Whe UeVWUXcWXUing ma\
WUade aW a VignificanW diVcoXnW befoUe \ieldV gUadXall\ come doZn, Zhich coXld be
condXciYe Wo e[ecXWing debW-VZap oppoUWXniWieV. OppoUWXniWieV VhoXld be Vei]ed Wo
pUoacWiYel\ Wackle Uefinancing UiVkV, in inVWanceV ZheUe debW amoUWiVaWion mighW pick
Xp VhaUpl\ afWeU Whe IMF-VXppoUWed pUogUamme endV.

A debW cUiViV iV a YeU\ painfXl Vhock, foU Zhich Whe poliWical, economic and Vocial con˦
VeTXenceV cannoW be XndeUeVWimaWed. IW iV geneUall\ an e[penViYe e[peUience WhaW Whe
VoYeUeign and iWV ciWi]enV Zill deViUe neYeU Wo UepeaW.



The VhaUed UecogniWion of Whe economic diVUXpWion caXVed b\ a VoYeUeign debW cUiViV
ofWen giYeV Whe VoYeUeign a ZindoZ of oppoUWXniW\ Wo bXild UeVilience againVW Whe ne[W
challenge. TheUe iV an adage ˪  ˰ neYeU leW a good cUiViV go Wo ZaVWe .˱ AW Whe polic\ leY˦
el, Whe goYeUnmenW ma\ XVe Whe cUiViV Wo help oYeUcome poliWical UeViVWance Wo Xnpop˦
XlaU UefoUmV, inclXding UaWionaliVing pXblic VXbVidieV, UedXcing fiVcal deficiWV and
moUe UigoUoXV e[ecXWion of capiWal e[pendiWXUe pUogUammeV. The goYeUnmenW ma\
alVo Wake Whe oppoUWXniW\ Wo impUoYe iWV macUoeconomic managemenW b\ XpdaWing
fiVcal UXleV and debW managemenW policieV and opeUaWionV and embUacing bUoadeU
debW WUanVpaUenc\. Taking WheVe VWepV Zill help aYoid a UecXUUence of Whe condiWionV
Zhich led Wo Whe cUiViV and offeU Whe pUoVpecW of a bUighWeU and moUe VWable fXWXUe.



ABP AnnXal BoUUoZing PlanV

ADF AfUican DeYelopmenW FXnd

AFC AfUica Finance CoUpoUaWion

AfDB AfUican DeYelopmenW Bank

AfUe[im AfUican E[poUW-ImpoUW Bank

ALSF AfUican Legal SXppoUW FaciliW\

BOAD WeVW AfUican DeYelopmenW Bank

CACV CollecWiYe AcWion ClaXVeV

CAT DDO CaWaVWUophe DefeUUed DUaZdoZn OpWion

CFTC CommonZealWh FXnd foU Technical Co-opeUaWion

China EXIM China E[poUW-ImpoUW Bank

COMSEC CommonZealWh SecUeWaUiaW

CoT CompaUabiliW\ of TUeaWmenW

COVID-19 CoUonaYiUXV DiVeaVe 2019 Pandemic

CRAV CUediW RaWing AgencieV

CRDCV ClimaWe-UeVilienW DebW ClaXVeV

DMF DebW ManagemenW FaciliW\

DMO DebW ManagemenW Office



DMS DebW ManagemenW SWUaWeg\

DOD DebW OXWVWanding and DiVbXUVed

DRI DebW Relief InWeUnaWional

DSA DebW SXVWainabiliW\ Anal\ViV

DSSI DebW SeUYice SXVpenVion IniWiaWiYe

DTC DepoViWoU\ TUXVW Compan\

ECOWAS Economic CommXniW\ of WeVW AfUican SWaWeV

EMDEV EmeUging MaUkeWV and DeYeloping EconomieV

ESG EnYiUonmenWal, Social, and GoYeUnance

GDP GUoVV DomeVWic PUodXcW

GNI GUoVV NaWional Income

GRA GeneUal ReVoXUceV AccoXnW

GSDR Global SoYeUeign DebW RoXndWable

HIPC HeaYil\ IndebWed PooU CoXnWUieV

IBRD InWeUnaWional Bank foU ReconVWUXcWion and DeYelopmenW

ICMA InWeUnaWional CapiWal MaUkeWV AVVociaWion

ICSID InWeUnaWional CenWUe foU SeWWlemenW of InYeVWmenW
DiVpXWeV

IDA InWeUnaWional DeYelopmenW AVVociaWion

IFC InWeUnaWional Finance CoUpoUaWion

IMF InWeUnaWional MoneWaU\ FXnd

IR InYeVWoU RelaWionV

ISDA InWeUnaWional SZapV and DeUiYaWiYeV AVVociaWion, Inc.

ISSAIV InWeUnaWional SWandaUdV of SXpUeme AXdiW InVWiWXWionV

LICV LoZ-income CoXnWUieV



LMA Loan MaUkeW AVVociaWion

MAC MaUkeW AcceVV CoXnWUieV

MDB MXlWilaWeUal DeYelopmenW Bank

MDRI MXlWilaWeUal DebW Relief IniWiaWiYe

MEFMI MacUoeconomic and Financial ManagemenW InVWiWXWe of
EaVWeUn and SoXWheUn AfUica

MIGA MXlWilaWeUal InYeVWmenW GXaUanWee Agenc\

NSGLV Non-SoYeUeign-GXaUanWeed LoanV

NTF NigeUian TUXVW FXnd

OCC Official CUediWoU CommiWWee

ODA Official DeYelopmenW AVViVWance

OECD OUganiVaWion foU Economic Co-opeUaWion and
DeYelopmenW

OTC OYeU-The-CoXnWeU

PCS PUefeUUed CUediWoU SWaWXV

PCG PaUWial CUediW GXaUanWee

PPPV PXblic-PUiYaWe PaUWneUVhipV

PRGT PoYeUW\ RedXcWion and GUoZWh TUXVW

PSWG PUiYaWe SecWoU WoUking GUoXp

RMC Regional MembeU CoXnWUieV

RST ReVilience and SXVWainabiliW\ TUXVW

SAIV SXpUeme AXdiW InVWiWXWionV

SAPV SWUXcWXUal AdjXVWmenW PUogUammeV

SDGV SXVWainable DeYelopmenW GoalV

SDR Special DUaZing RighW



SGLV SoYeUeign-GXaUanWeed LoanV

SLBV SXVWainabiliW\-Linked BondV

SLCLV S\nWheWic Local CXUUenc\ LoanV

SOEV SWaWe-OZned EnWeUpUiVeV

SONIA SWeUling OYeUnighW Inde[ AYeUage

SOFR SecXUed OYeUnighW Financing RaWe

TDB The EaVWeUn and SoXWheUn AfUican TUade and
DeYelopmenW Bank

UNCTAD UniWed NaWionV ConfeUence on TUade and DeYelopmenW

UNCTAD-DMFAS DebW ManagemenW PUogUam of Whe UniWed NaWionV
ConfeUence on TUade and DeYelopmenW

USD UniWed SWaWeV DollaU

US EXIM US E[poUW-ImpoUW Bank

WAIFEM WeVW AfUican InVWiWXWe foU Financial and Economic
ManagemenW



a claXVe in a conWUacW, W\picall\ a loan oU a bond, alloZing a cUediWoU Wo Ue˦
TXeVW eaUlieU Uepa\menW of Whe debW if a VWaWed eYenW occXUV. FoU e[ample, if
a boUUoZeU defaXlWV on WZo oU moUe pa\menWV, an acceleUaWion claXVe ma\
alloZ a lendeU Wo foUce Whe boUUoZeU Wo Uepa\ Whe enWiUe loan oU bond
amoXnW immediaWel\.

Whe financial inVWiWXWion acWing aV a UepUeVenWaWiYe of Whe lendeUV XndeU a V\n˦
dicaWed loan. The agenW˭V Uole iV Wo adminiVWUaWe Whe loan, Wake Vpecified deci˦
VionV on behalf of Whe lendeUV, pUoYide Whe lendeUV ZiWh Whe infoUmaWion nec˦
eVVaU\ foU WheiU deciVionV, and enfoUce Whe conWUacW in Whe eYenW of defaXlW.

Whe financial inVWiWXWion engaged b\ a boUUoZeU Wo aUUange Whe iVVXance of
debW in Whe capiWal maUkeWV.

a VWaWemenW of all WUanVacWionV made beWZeen enWiWieV in one coXnWU\ and Whe
UeVW of Whe ZoUld oYeU a defined peUiod of Wime, VXch aV a TXaUWeU oU a \eaU.

an agUeemenW eVWabliVhing Whe WeUmV and condiWionV foU pUiYaWe inYeVWmenWV
b\ naWionalV and companieV of one SWaWe in anoWheU SWaWe.



debW inVWUXmenW iVVXed b\ a boUUoZeU Wo finance maUine and ocean-baVed
pUojecWV ZiWh poViWiYe enYiUonmenWal, economic and climaWe benefiWV. The
blXe bond iV inVpiUed b\ Whe gUeen bond concepW.

an inWeUim financing opWion (ofWen in Whe foUm of a bUidge loan) XVed b\
companieV and oWheU enWiWieV Wo VolYe VhoUW-WeUm liTXidiW\ iVVXeV XnWil a
long-WeUm financing opWion can be aUUanged.

a bond WhaW can be Uedeemed b\ Whe iVVXeU eaUlieU Whan iWV maWXUiW\ daWe.

caWaVWUophe-UelaWed inVXUance-linked VecXUiW\ (ILS) Zhich pa\V peUiodic
coXponV Wo Whe inYeVWoUV dXUing Whe bond˭V life. ConcXUUenWl\, Whe\ pUoYide
Whe inVXUed enWiW\ (VponVoU) inVXUance coYeUage againVW a pUedefined VeW of
eligible eYenWV. SoYeUeign caW bondV haYe been deYeloped Wo pUoYide finan˦
cial pUoWecWion againVW ha]aUdV VXch aV hXUUicaneV, eaUWhTXakeV, e[ceVV Uain˦
fall and pandemic UiVk.

a conWUacWXal pUoYiVion enabling Whe boUUoZeU Wo WempoUaUil\ defeU debW
VeUYice pa\menWV (pUincipal and/oU inWeUeVW) foU a pUe-agUeed peUiod Zhen
a pUedefined eYenW occXUV. IW iV alVo knoZn aV a naWXUal diVaVWeU oU debW
paXVe claXVe and can be XVed foU non-climaWe-UelaWed VhockV.

an aVVeW WhaW a boUUoZeU offeUV aV VecXUiW\ foU a loan.



pUoYiVionV in bond conWUacWV WhaW alloZ a majoUiW\ of bondholdeUV Wo agUee
Wo a debW UeVWUXcWXUing WhaW iV legall\ binding on all bondholdeUV, inclXding
WhoVe Zho YoWed againVW Whe agUeemenW.

a bond foU Zhich Whe pUice iV linked Wo Whe pUice of a commodiW\.

mechaniVm cUeaWed b\ Whe G20 Wo cooUdinaWe among official cUediWoUV foU
Whe UeVWUXcWXUing of Whe debW of eligible loZ-income coXnWUieV.

a poWenWial liabiliW\ Zhich can become an acWXal liabiliW\ Xpon Whe occXU˦
Uence of an XnceUWain fXWXUe eYenW.

Whe peUiodic pa\menW of inWeUeVW paid Wo Whe holdeU of a bond.

an agUeemenW in Zhich a WhiUd paUW\ pUomiVeV Wo fXlfil Whe pa\menW obliga˦
WionV of a gXaUanWoU if Whe oUiginal gXaUanWoU failV Wo do Vo.

an inVWiWXWion WhaW pUoYideV inYeVWoUV ZiWh infoUmaWion and UaWingV aboXW a
boUUoZeU˭V abiliW\ Wo meeW iWV obligaWionV.

Whe UiVk WhaW Whe boUUoZeU defaXlWV XndeU iWV financial obligaWionV.



an OTC deUiYaWiYe agUeemenW beWZeen WZo paUWieV Wo e[change inWeUeVW
pa\menWV and pUincipal denominaWed in WZo diffeUenW cXUUencieV.

a pUoceVV ZheUe Whe debWoUV negoWiaWe ZiWh cUediWoUV Wo UedXce Whe loan˭V
inWeUeVW UaWe, e[Wend iWV Uepa\menW WeUm oU cXW iWV balance, in oUdeU Wo aYoid
Whe UiVk of defaXlWing.

Whe abiliW\ of a goYeUnmenW Wo meeW iWV debW obligaWionV ZiWhoXW UeTXiUing
debW Uelief oU accXmXlaWing aUUeaUV.

a fUameZoUk foU a coXnWU\˭V boUUoZing deciVionV Wo meeW WheiU financing
needV Zhile mainWaining debW VXVWainabiliW\. The DSF pUoYideV a fUame˦
ZoUk in E[cel foUmaW foU anal\Ving Whe debW and debW VeUYice d\namicV Xn˦
deU a baVeline VcenaUio and a VeW of VWandaUdiVed economic VhockV.

a meWhodolog\ deYeloped b\ Whe WoUld Bank Wo help coXnWUieV aVVeVV WheiU
VoYeUeign debW managemenW opeUaWionV againVW inWeUnaWionall\ UecogniVed
VWandaUdV and beVW pUacWiceV.

G20 iniWiaWiYe laXnched in 2020 Wo UeVchedXle Whe debW pa\menWV dXe b\ a
liVW of loZ-income coXnWUieV Wo WheiU official cUediWoUV.

dail\ UefeUenced inWeUeVW UaWe XVed foU lending beWZeen bankV on Whe
EXUopean inWeUbank maUkeW. IW iV alVo XVed aV a UefeUence foU VeWWing inWeUeVW
UaWeV on loanV.



an inWeUnaWional bond iVVXe denominaWed in a cXUUenc\ noW naWiYe Wo Whe
coXnWU\ ZheUe iW iV iVVXed. IW can be caWegoUiVed accoUding Wo Whe cXUUenc\
in Zhich iW iV iVVXed. EXUobondV aUe named afWeU Whe cXUUenc\ in Zhich
Whe\ aUe denominaWed. FoU e[ample, EXUo\en and EXUodollaU bondV aUe de˦
nominaWed in JapaneVe \en and US dollaUV UeVpecWiYel\.

a Vpecific condiWion oU eYenW defined in a loan oU bond agUeemenW WhaW, if iW
occXUV, giYeV Whe lendeU Whe UighW Wo demand immediaWe Uepa\menW of Whe
loan oU Wake legal acWion Wo enfoUce Whe agUeemenW.

knoZn in WUade finance aV an ˰ECA˱ oU inYeVWmenW inVXUance agenc\ iV a
pUiYaWe oU TXaVi-goYeUnmenW inVWiWXWion WhaW acWV aV an inWeUmediaU\ be˦
WZeen naWional goYeUnmenWV and e[poUWeUV Wo iVVXe e[poUW financing. The
financing can Wake Whe foUm of cUediW oU cUediW inVXUance and gXaUanWeeV oU
boWh, depending on Whe mandaWe Whe ECA haV been giYen. ECA can alVo of˦
feU cUediW oU coYeU of WheiU oZn accoXnW. Some agencieV aUe goYeUnmenW
VponVoUV, Vome aUe pUiYaWe and oWheUV combine Whe WZo.

loan faciliW\ e[Wended Wo an e[poUWeU b\ a bank in Whe e[poUWeU coXnWU\. i.e.,
XndeU a ˰ bX\ noZ, pa\ laWeU˱ aUUangemenW.

a bond WhaW iV Vpecificall\ eaUmaUked Wo be XVed foU climaWe and enYiUon˦
menWal pUojecWV.

Whe eVWimaWed WoWal YalXe of all Whe finiVhed goodV and VeUYiceV pUodXced
ZiWhin a coXnWU\˭V boUdeUV in a Vpecific Wime peUiod.



VpecialiVed deYelopmenW bankV/inVWiWXWionV ZiWh Whe abiliW\ Wo UaiVe laUge
amoXnWV of mone\ Wo pUoYide financing foU deYelopmenW pUojecWV, pUo˦
gUammeV oU iniWiaWiYeV foU deYeloping coXnWUieV.

a legal enWiW\ VXch aV a coUpoUaWion, goYeUnmenW oU goYeUnmenW agenc\ WhaW
iVVXeV and VellV VecXUiWieV Wo finance iWV oZn opeUaWionV.

a cUediWoU Zho haV pUoYed iWV debW in a legal pUoceeding and Zho iV enWiWled
Wo XVe Whe jXdicial pUoceVV Wo collecW iW.

financing foU Zhich Whe cUediWoU haV limiWed claimV on Whe boUUoZeU in Whe
eYenW of defaXlW.

financial UiVk WhaW foU a ceUWain peUiod of Wime, a giYen financial aVVeW, VecX˦
UiW\ oU commodiW\ cannoW be WUaded TXickl\ enoXgh in Whe maUkeW ZiWhoXW
impacWing Whe maUkeW pUice.

coXnWUieV W\picall\ haYe VignificanW acceVV Wo inWeUnaWional capiWal maUkeWV
aV oppoVed Wo coXnWUieV Zhich meeW WheiU e[WeUnal financing needV moVWl\
WhUoXgh conceVVional financing.

UiVk aVVociaWed ZiWh Whe poVVibiliW\ of adYeUVe changeV in inWeUeVW UaWeV, foU˦
eign cXUUenc\ e[change UaWeV oU commodiW\ pUiceV.



a debW inVWUXmenW, VecXUed b\ Whe collaWeUal of Vpecified Ueal eVWaWe pUopeUW\,
WhaW Whe boUUoZeU iV obliged Wo pa\ back ZiWh a pUe-deWeUmined VeW of
pa\menWV.

loan fXnded b\ an IFI/DFI.

Whe face YalXe of a bond, i.e., Whe YalXe of Whe pUincipal Uepa\able aW maWXUiW\.

Whe e[ceVV YalXe added Wo Whe pUice oU coVW of a financial aVVeW.

maUkeW, alVo knoZn aV Whe ˰NeZ IVVXe MaUkeW ,˱ iV ZheUe Whe boUUoZeU ini˦
Wiall\ iVVXeV and VellV neZ VecXUiWieV.

paUW of Whe econom\ iV UXn b\ indiYidXalV and companieV foU pUofiW and iV
noW VWaWe-conWUolled and WheUefoUe compUiVeV bXVineVVeV WhaW aUe noW oZned
oU opeUaWed b\ Whe goYeUnmenW.

loanV WhaW aUe gUanWed b\ commeUcial bankV (and VomeWimeV fXndV) on Vpe˦
cific WeUmV.

W\pe of bond WhaW enVXUeV WhaW Whe pUoceedV of a bond Zill be XVed foU a
Vpecific pUojecW.



Whe IMF XVeV Whe caWegoU\ of debW in iWV DSA anal\ViV. IW inclXdeV Whe geneU˦
al goYeUnmenW debW and Whe debW of SOEV WhaW do noW haYe financial oU ad˦
miniVWUaWiYe aXWonom\.

Whe geneUal goYeUnmenW VecWoU plXV goYeUnmenW-conWUolled enWiWieV, knoZn
aV pXblic coUpoUaWionV, pUimaUil\ engage in commeUcial acWiYiWieV.

Whe aggUegaWe of cenWUal goYeUnmenW debW and SOE debW.

UiVk aVVociaWed ZiWh Whe maWXUiW\ of an obligaWion WhaW ma\ noW be Uefi˦
nanced oU onl\ aW a higheU coVW.

a VoliciWed inYiWaWion fUom Whe pUocXUing enWiW\ Wo poWenWial biddeUV Wo e[˦
pUeVV inWeUeVW in a pUojecW, mandaWe oU Whe deliYeU\ of VeUYiceV.

a VoliciWed inYiWaWion fUom Whe pUocXUing enWiW\ Wo poWenWial biddeUV Wo VXb˦
miW a pUopoVal foU a pUojecW, mandaWe oU Whe deliYeU\ of VeUYiceV.

a W\pe of cUediW line WhaW alloZV Whe boUUoZeU Wo ZiWhdUaZ, Uepa\, and Ue-
boUUoZ fXndV Xp Wo a Vpecified limiW dXUing Whe WeUm of Whe faciliW\, ofWen
XVed foU VhoUW-WeUm ZoUking capiWal needV.

a VeUieV of pUeVenWaWionV made Wo poWenWial inYeVWoUV in YaUioXV locaWionV
leading Xp Wo a debW offeUing.



a maUkeW foU Whe UeVale of alUead\ iVVXed and oXWVWanding debW VecXUiWieV.

a foUm of debW againVW Whe aVVeWV of Whe boUUoZeU WhaW can be Vei]ed b\ Whe
holdeU in Whe eYenW of defaXlW.

legal UighW WhaW iV gUanWed b\ a debWoU˭V collaWeUal WhaW alloZV Whe lendeU Wo
haYe UecoXUVe in Whe eYenWXaliW\ of defaXlW.

mone\ VeW aVide in a fXnd held b\ a WhiUd paUW\ Wo pa\ off bondV aW maWXUiW\.

a fUameZoUk WhaW alloZV goYeUnmenWV Wo e[amine all of Whe accXmXlaWed
aVVeWV and liabiliWieV WhaW Whe goYeUnmenW conWUolV.

a W\pe of gXaUanWee pUoYided b\ Whe goYeUnmenW Wo diVchaUge Whe liabiliW\ of
a WhiUd paUW\ in caVe Whe\ defaXlW on WheiU obligaWionV.

a legal enWiW\ cUeaWed foU a limiWed and Vpecific pXUpoVe, W\picall\ Wo UaiVe
financing.

a legal enWiW\ Zholl\ oU paUWiall\ oZned b\ a goYeUnmenW Wo paUWicipaWe in
Vpecific commeUcial acWiYiWieV on behalf of Whe goYeUnmenW.



loan iVVXed b\ a V\ndicaWe of lendeUV acWing aV a gUoXp ZiWh common WeUmV
and UepUeVenWed b\ an agenW.



The folloZing aUe Vome UeVoXUceV and WoolV cXUUenWl\ aYailable Wo goYeUnmenW offi˦
cialV UeVponVible foU peUfoUming debW managemenW fXncWionV:

A DebW ManagemenW InfoUmaWion S\VWem (DMIS) iV eVVenWial Wo enVXUe effecWiYe debW
managemenW. DebW managemenW officeV mXVW be Zell-eTXipped ZiWh a fXncWional
DMIS dXe Wo Whe gUoZing comple[iWieV of Whe VoYeUeign debW poUWfolio. AccoUdingl\, a
good DMIS mXVW, among oWheU WhingV, VXppoUW compUehenViYe debW UecoUding, Uep˧

DebW ManagemenW InfoUmaWion S\VWemV (UecoUding and mainWaining debW daWa).1.
DebW SXVWainabiliW\ FUameZoUk foU loZ-income coXnWUieV (LICV) (anal\Wical
fXncWionV).

2.

DebW VXVWainabiliW\ anal\ViV foU maUkeW acceVV coXnWUieV (anal\Wical fXncWionV).3.
MediXm-TeUm DebW ManagemenW SWUaWeg\ (MTDS) WoolkiW (anal\Wical
fXncWionV).

4.

SoYeUeign AVVeW and LiabiliW\ ManagemenW (SALM) fUameZoUk (anal\Wical
fXncWionV).

5.

DebW ManagemenW PeUfoUmance AVVeVVmenW (DeMPA) (VWUengWhening debW
managemenW).

6.

FiVcal RiVkV WoolkiW.7.
FallV RiVk AVVeVVmenW WoolkiW.8.



oUWing and anal\ViV, enhance daWa VecXUiW\ and UedXce pUoceVVing WimeV, WheUeb\ mak˦
ing DMOV moUe efficienW.

The CommonZealWh MeUidian (MeUidian), deYeloped b\ Whe CommonZealWh
SecUeWaUiaW and UNCTAD˭V DebW ManagemenW and Financial Anal\ViV S\VWem (DM˦
FAS) aUe Whe WZo main debW managemenW infoUmaWion V\VWemV WhaW aVViVW coXnWUieV in
UecoUding and managing debW b\ pUoYiding a compUehenViYe UepoViWoU\ foU e[WeUnal
and domeVWic debW daWa, boWh pXblic and pUiYaWe, on an inVWUXmenW-b\-inVWUXmenW ba˦
ViV, aV Zell aV WoolV Wo anal\Ve and manage Whe loan poUWfolioV. BoWh V\VWemV aUe UegX˦
laUl\ enhanced Wo UeflecW changeV in inVWUXmenWV, cUediWoU pUacWiceV, debW UepoUWing
VWandaUdV and Wechnolog\ in oUdeU Wo UepUeVenW beVW pUacWiceV in debW managemenW.

The IMF and Whe WoUld Bank haYe deYeloped a fUameZoUk Wo help gXide coXnWUieV
and donoUV in mobiliVing Whe financing of LICV˭ deYelopmenW needV Zhile UedXcing
Whe chanceV of an e[ceVViYe bXild-Xp of debW in Whe fXWXUe. Since iWV incepWion in 2005,
Whe DebW SXVWainabiliW\ FUameZoUk (DSF) haV become Whe moVW popXlaU Wool foU
anal\Ving debW VXVWainabiliW\ in LICV, hoZeYeU, oWheU economeWUic WoolV e[iVW aV Zell.
UndeU Whe DSF, debW VXVWainabiliW\ anal\VeV (DSAV) mXVW be condXcWed UegXlaUl\.

A DSA conViVWV of: (a) an anal\ViV of a coXnWU\˭V pUojecWed debW bXUden oYeU Whe ne[W
10 \eaUV and iWV YXlneUabiliW\ Wo economic and polic\ VhockV ˪ Zhich iV calcXlaWed
XVing baVeline aVVXmpWionV and VWUeVV WeVWV; (b) an aVVeVVmenW of Whe UiVk of e[WeUnal
and oYeUall debW diVWUeVV, baVed on indicaWiYe debW bXUden WhUeVholdV and bench˦
maUkV, UeVpecWiYel\, WhaW depend on Whe coXnWU\˭V macUoeconomic fUameZoUk and
oWheU coXnWU\-Vpecific infoUmaWion.

The aVVeVVmenWV aUe peUfoUmed WhUoXgh VWandaUdiVed WemplaWeV and aUe condXcWed in
Whe conWe[W of boWh IMF financing and AUWicle IV VXUYeillance. FXUWheUmoUe, DSAV aUe
XVed Wo deWeUmine a coXnWU\˭V acceVV Wo IMF financing, aV Zell aV foU Whe deVign of
debW limiWV in IMF-VXppoUWed pUogUammeV, Zhile Whe WoUld Bank XVeV iW Wo deWeU˦
mine Whe VhaUe of gUanWV and loanV in iWV aVViVWance Wo each LIC and Wo deVign non-
conceVVional boUUoZing limiWV.

ᤍ



The IMF haV alVo deYeloped a VepaUaWe debW VXVWainabiliW\ anal\ViV Wool foU maUkeW-ac˦
ceVV coXnWUieV (MACV) WhaW W\picall\ haYe VignificanW acceVV Wo inWeUnaWional capiWal.
IW inYolYeV pUobabiliVWic jXdgmenWV aboXW Whe WUajecWoU\ of debW and Whe aYailabiliW\ of
financing on faYoXUable WeUmV.

The MTDS WoolkiW deYeloped b\ Whe WoUld Bank and Whe IMF pUoYideV a VpUead˦
VheeW-baVed anal\Wical Wool deVigned Wo aVViVW coXnWU\ aXWhoUiWieV in anal\Ving Whe coVW
and UiVk WUade-offV inheUenW in a goYeUnmenW˭V financing choiceV. The fUameZoUk
VeekV Wo help coXnWUieV in Whe deYelopmenW of a DMS WhaW (a) incoUpoUaWeV ke\ link˦
ageV ZiWh macUoeconomic polic\; (b) iV conViVWenW ZiWh mainWaining debW VXVWainabil˦
iW\; and (c) faciliWaWeV domeVWic debW maUkeW deYelopmenW.

The SALM fUameZoUk alloZV goYeUnmenWV Wo e[amine all of Whe accXmXlaWed aVVeWV
and liabiliWieV WhaW Whe goYeUnmenW conWUolV. IW XVeV fiVcal VWUeVV WeVWV Wo gaXge Whe Ue˦
Vilience of pXblic financeV againVW VhockV and can UeYeal YXlneUabiliWieV WhaW VWandaUd
debW managemenW anal\ViV mighW miVV. ThiV iV becaXVe iW e[WendV Whe Vcope of fiVcal
anal\ViV be\ond Whe VWandaUd meaVXUeV of debW Wo inclXde all aVVeWV, ZheWheU financial,
infUaVWUXcWXUe oU naWXUal UeVoXUceV, aV Zell aV liabiliWieV WhaW aUe UaUel\ inclXded in
goYeUnmenW debW, VXch aV penVion obligaWionV Wo pXblic VecWoU emplo\eeV. AlWhoXgh
daWa TXaliW\ can be an iVVXe, eVpeciall\ Zhen looking aW Whe bUoadeU pXblic VecWoU, a
SALM fUameZoUk can be XVefXl eYen in a YeU\ conVWUained daWa enYiUonmenW.



The WoUld Bank haV deYeloped a pUogUamme, in collaboUaWion ZiWh oWheU paUWneUV, Wo
aVViVW deYeloping coXnWUieV in impUoYing debW managemenW. A ke\ elemenW of Whe pUo˦
gUamme iV Whe DeMPA Wool, a meWhodolog\ foU aVVeVVing VoYeUeign debW managemenW
peUfoUmance WhUoXgh a compUehenViYe VeW of peUfoUmance indicaWoUV Vpanning Whe
fXll Uange of goYeUnmenW debW managemenW fXncWionV. The indicaWoU VeW iV inWended
Wo UeflecW an inWeUnaWionall\ UecogniVed VWandaUd in Whe goYeUnmenW debW managemenW
field and ma\ be applied in all deYeloping coXnWUieV. NoneWheleVV, Whe coXnWU\˭V con˦
We[W needV Wo be Waken inWo accoXnW Zhen eYalXaWing a coXnWU\˭V debW managemenW ca˦
paciW\ and needV.

The IMF˭V FiVcal RiVk ToolkiW compUiVeV a VXiWe of anal\Wical WoolV Wo gXide goYeUn˦
menW polic\ and capaciW\ deYelopmenW. The WoolV aim Wo pUoYide a pUacWical baViV foU
coXnWUieV, aW diffeUenW leYelV of capaciW\, Wo idenWif\, anal\Ve, manage and diVcloVe dif˦
feUenW VoXUceV of fiVcal UiVkV. The WoolV aUe UegXlaUl\ XpdaWed aV UeYiVionV aUe made.
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