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Republic of Madagascar: Joint Bank-Fund Debt Sustainability Analysis

Risk of external debtdistress | Moderate

Overallrisk of debtdistress Moderate

Granularity inthe riskrating | Some spaceto absorb shocks.
Application of judgment No

Macroeconomic projections

This DSA update accounts for the expected severe economic
impactof the COVID-19 pandemic—namely, a sizable declinein
growth, tourism, and goods trade, with an accompanyingincrease
in fiscaland currentaccount deficits in 2020. Compared to the
COVID-19 shock scenario included in the April 2020 expedited
DSA, the baseline assumesa more persistent shock in 2020and a
partialrebound in 2021. Inparticular, relativeto the prior baseline,
2020 growth has been revised down by -2.6 ppts to -1.0 percent,
with a decline in the domestic primary balance® from -1.4 to -3.3
percent of GDP. In addition, the currentaccount deficit is expected
toreach -3.6 percent of GDPvs. -2.5 percent of GDP in the prior
baseline. Over the medium term, we project some fallout on
exports as firm closures and supply chain disruptions result in more
protracted negative effects on exports (especially textiles) and
remain conservative with respect to tax revenue projections.

Financing strategy

For external financing, the share of external to total debt does not
exceed theauthorities’ upper limit of 85 percent and, while use of
concessional loans ismaximized in the near term, the portfolio of
new external financing is expected to shift towards a more
balanced distribution of concessional and non-concessional debt
overthe mediumto longterm. For domestic financing, short-term
local currency treasury bills will remain the main source of
financing over the long term. However, medium-term local
currency bond issuance is expected to scale up overtime, butfrom
a low base (15 percent of locally issued debt).

Realism tools flagged n/a
Mechanical risk rating under | Moderate
the external DSA

Mechanical risk rating under | Moderate

the public DSA

! Primary balance excl. foreign-financed investmentand grants. Commitmentbasis.




Madagascar, classified as having a medium debt carrying capacity, is assessed at moderate risk of
external debt distress with some space to absorb shocks and moderate risk of overall debt distress.
This assessment is a change from Madagascar’s prior risk assessment of low risk of external debt
distress and moderate risk of overall debt distress in the DSA that was published in March 2020
(and subsequently confirmed in the April 2020 expedited DSA).2! In this assessment:

e While the COVID-19 adjusted baseline does not breach any external public and
publicly guaranteed (PPG) debt thresholds, under an export shock the debt service -to-
revenue ratio breaches the 18 percent threshold in 2026, rising to 21 percent. This
corresponds to a peak in debt service to the IMF (with planned RCF and ECF
repayments), projected to reach more than 4.5 percent of government revenue in 2026
and 2027 before decreasingto 2 percentin 2029. The default settings are applied for
the export shock, whose size and impact on growth broadly match the effect of the
simultaneous global financial and domestic political crises in Madagascar in 2009,
hence delivering the most severe stress scenario in this DSA.

e The overall (external plus domestic) risk of debt distress remains moderate. Total
public debtis below the benchmarkunder baseline,butacommodity price shock drives
the present value of debt to GDP above the benchmark at the end of the projection
period.322 Moreover, shocks could introduce liquidity problems, as the debt-service-to-
revenue ratio could exceed 70 percent over the long term under the growth shock.43

e The current assessment also reflects the authorities’ participation in the Debt Service
Suspension Initiative (DSSI), supported by the G-20 and Paris Club. The estimated
amount of delayed bilateral official debt servicing is estimated to be less than 0.1
percentof GDPand the authorities intend to adhere to the commitments associated with
the DSSI. Finally, this assessmentassumes debtrelief to the IMF under the Catastrophe
Containment window of the CCRT through April 2022 (subject to the availability of
CCRT resources for the next 18 months).

Despite the change in risk rating, the breaches of the threshold and benchmark occur fairly late in
the forecast horizon and these assessments continue to support Madagascar’s plans to gradually
scale up its borrowing over the medium term to meet its development and investment needs.
Updates with respect to COVID-19’s economic impact (both domestically and externally) and

2 Madagascar has a Composite Indicator score of 2.81. The DSA covers public and publicly guaranteed external and domestic debt,
including State-owned Enterprises’ domestic debt and central bank external liabilities. The March 2020 DSA can be found in
Country Report No. 20/61. An expedited DSA, with an unadjusted baseline and a customized COVID-19 shock, featured in the
April 2020 Rapid Credit Facility (Country Report No. 20/100) and had the same assessmentas the March 2020 DSA. This DSA
uses 2019 as its projection year as end-2019 data are still considered preliminary; the next DSA will feature 2020 as the first
projection year.

3 As in the prior DSA, for the commodity price shock we assume an illustrative fall in prices equivalent to 10 percent of commodity
exports, with no mitigating effect on imports, alongside declines in real GDP growth and in fiscal revenue. The shock occurs in
2020 and unwinds gradually by 2029.

4 The magnitude of the growth shock was adjusted upwards to match the size of the growth shock considered during the March
2020 DSA. In addition to supportingthe comparability of the two exercises, the high degree of downside risks warrants adopting
a conservative approach to the stress tests.



https://www.imf.org/en/Publications/CR/Issues/2020/02/28/Republic-of-Madagascar-2019-Article-IV-Consultation-and-Sixth-Review-Under-the-Extended-49188
https://www.imf.org/en/Publications/CR/Issues/2020/04/09/Republic-of-Madagascar-Request-for-Disbursement-under-the-Rapid-Credit-Facility-Press-49323

policy response are rapidly evolving and risks are still tilted to the downside, including the
heightened risk of the materialization of contingent liabilities, which could lead to a faster than
expected deterioration in external and public debt indicators. However, distance to risk thresholds
under current baseline projections suggests space to absorb additional shocks.



Table 1. Madagascar: External Debt Sustainability Framework, Baseline Scenario, 2016—2039
(In percent of GDP; unless otherwise indicated)

Actual Projections. Average B/
2016 2017 2018 2019 2020 2021 2022 2023 2024 2029 augp  Himorical  Projections
51.0 50.2 50.6] 495 53.2 50.5 49.9 499 50.3 393 50.8 Definition of external/domestic debt

of which: public and publicly guaranteed (PPG) 253 25.7 26.7 273 326 32.7 345 36.1 37.7 9) 248 36.7 .

Is there a material difference between the
two criteria?

Change in external debt -19 08 a5 -1 37 27 07 o1 04 02 -04

Identified net debt-creating flows -6.6 1.4 04 15

Non-interest current account deficit -0.8 0.0 45 27

Deficit in balance of goods and services 19 33 77 58
Exports 283 309 i
imports oz s Debt Accumulation
Net current transfers (negative = inflow) 58 56 53 48 50 4
of which: official 29 25 43
Other current account flows (negative = net inflow) 31 23 24 17 50 "' \‘ .

Net FDI (negati flow) ET) 27 44 27 ’

Endogenous debt dynamics 2/ -2.0 -4.8 1. £ ! L -2. 1 £ a0 ! \ 4
Contribution from nominal interest rate 04 04 . 3 . I . [ AN 37
Contribution from real GDP growth -20 18 - 30 ~ 35
Contribution from price and exchange rate changes 03 33 0. . E

of which: exceptional financing 00 00 20 1
- . 0 29
- - 15.0 163 196 208 214 227 241 285 324 21
PV of PPG external debt-to-exports ratio - . 418 574 960 839 817 85.9 886 1024 1158 00 2
PPG debt service-to-exports ratio 31 56 26 27 39 33 38 46 48 64 81 010 2021 2023 2025 200 2020
PPG debt service-to-revenue ratio 93 16.7 79 72 86 81 93 1.0 1.2 136 15.6
Gross external financing need (Million of US. dollars) -4250 125 -3407 4496 6785 5464 5804 6335 6263 10502 16396 —Debt Accumulation
_ ) = == aGrant-equivalent financing (% of GDP)
Key macroeconomic assumptions e Grant element of new barrawing (% right scale)
Real GDP growth (in percent) 40 39 46 48 10 42 58 57 56 52 46 22 a7
GDP deflator in US dollar terms (change in percent) 0 70 as 27 22 59 62 22 21 21 22 06 24

Effective interest rate (percent) 4/ 07 08 11 1.0 1.0 11 12 13 15 22 26 1.0 1.5 External debt (nominal) 1/

Growth of exports of G&S (US dollar terms, in percent) 72 216 70 81 272 340 190 89 107 73 59 63 71 ofwhich: Private

Growth of imports of GBS (US dollar terms, in percent) 33 262 71 26 193 252 175 98 104 76 41 09 76 60

Grant element of new public sector borrowing (in percent) . 382 370 405 400 376 364 340 337 . 366

Government revenues (excluding grants, in percent of GOF) 95 103 105 108 92 100 107 11 15 132 146 91 15 0

Aid flows (in Million of US dollars) 5/ 606.2 606.6 6349 669.0 7813 884.3 980.7 9608 1008.2 11089 17669

Grant-equivalent financing (in percent of GDP) 6/ . 41 55 36 32 26 24 18 14 - 28

Grant-equivalent financing (in percent of external financing) 6/ . - 716 612 55.1 519 450 421 360 338 - 468 e

Nominal GDP (Million of US dollars) 11,849 13176 13851 14124 14286 15766 17714 19137 20629 29670 59,202

Nominal dollar GDP growth 46 12 51 20 11 104 124 80 8 74 69 29 12 30

Memorandum items: 20

PV of external debt 7/ . 389 385 402 386 368 366 367 E1ad

In percent of exports . 1238 1356 1972 1560 1403 1382 1351 1355 10

Total external debt service-to-exports ratio 38 1 41 134 184 142 132 130 18 13

PV of PPG external debt (in Million of US dollars) 20736 22983 27985 32755 37962 43465 49654 84574 0

(PVL-PVt-1)/GDPL-1 (in percent) 16 35 33 33 31 32 29 010 001 203 025 07 000

Non-interest current account deficit that stabilizes debt ratio 11 09 -17 32 -07 53 32 26 23 3.0

Sources: Country authorities; and staff estimates and projectians.

1/ Includes both public and private sector external debt.

2/ Derived as [t - g - p(1+g)1/(1+g+p+gp) times previous period debt ratio, with r = nominal interest rate; g = real GDP growth rate, and p = growth rate of GDP deflator in U S. dollar terms,
3/ Includes exceptional financing (i, changes in arrears and debt relief); changes in gross foreign assets; and valuation adjustments. For projections also includes contribution from price and exchange rate changes
4/ Current-year interest payments divided by previous period debt stock.

5/ Defined as grants, cancessional loans, and debt relief.

6/ Grant-equivalent financing includes grants provided directly to the gavernment and through new borrowing (difference between the face value and the PV of new debt),

7/ Assumes that PV of private sector debt is equivalent to its face value.

&/ Historical averages are generally derived over the past 10 years, subject to data availability, whereas projections averages are over the first year of projection and the next 10 years.




Table 2. Madagascar: Public Sector Debt Sustainability Framework, Baseline Scenario, 2016-2039
(In percent of GDP; unless otherwise indicated)

Actual Projections Average 6/
2016 2017 2018 2019 2020 2021 2022 2023 2024 2029 2039 Historical Projections
Public sector debt 1/ 03 400 309 ¢ a0 482 3656 413 y ;
Definition of external/domestic
of w external debt 253 257 26.7 36.1 317 421 2438 36.7 debt
Change in public sector debt -38 -02 01 -12 62 -05 14 13 12 03 -04 e
. . Is there a material difference
Primary d 0.4 14 0.6 EX] 18 13 33
Revenue and grants 124 128 129 139 126 16 120 119 120 133 146 109 126
of which: grants 29 25 25 31 34 16 12 08 05 02 00 Public sector debt 1/
Primary (noninterest) expenditure 128 142 135 146 169 156 | 156 3 163 164 123 15.8
-39 -4.0 25 of which: local-currency denominated
Contribution from interest rate/growth differential 34 -24 30 23 04 -22 -28 28 -28 -28 -26 i )
of which: contribution from average real interest rate -14 08 -13 -05 00 04 -03 -03 -03 03 -02 W of which: foreign-curtency denominated
of which: contribution from real GDP growth -17 -15 -17 <18 04 -18 -24 25 -25 25 -25 60
Contribution from real exchange rate depreciation -08 -15 06 - “
Privatization receipts (negative) 00 00 00 00 00 00 00 00 00 00 00 40
Recognition of contingent liabilities (e.g, bank recapitalization) 00 00 00 00 00 00 00 00 00 00 00 20
Debt relief (HIPC and other) 00 00 00 00 00 00 00 00 00 00 00
Other debt creating or reducing flow (please specify) 00 00 00 05 05 04 05 05 04 04 04 20
Sustainability indicators 0
PV of public debt-to-GDP ratio 2/ = = 288 211 323 320 329 340 349 3719 431 2019 2021 2023 2025 2027 2029
PV of public debt-to-revenue and grants ratio = = 2229 198.7 2556 27159 2153 2852 2901 2839 2958
Debt service-to-revenue and grants ratio 3/ 70 70 64 399 425 505 527 510 515 492 534
Gross financing need 4/ 12 23 14 57 103 103 108 108 109 100 100 of which: held by residents
Key mac ic and fiscal i | B of which: held by non-residents
Real GDP growth (in percent) 40 38 46 48 -10 42 58 57 56 52 46 22 47 1
Average nominal interest rate on external debt (in percent) 08 09 11 10 09 09 09 10 11 14 16 0.7 ’ 11 1
Average real interest rate on domestic debt (in percent) 82 -47 -0 27 06 -19 05 00 01 00 03 " w1 7 s 1
Real exchange rate deprediation (in percent, + indicates depreciation) 30 -63 23 - - - - 1.0 - : i
Inflation rate (GDP deflator, in percent) a0 5.0 76 56 46 6.0 57 55 55 52 50 13 54 0
Growth of real primary spending (deflated by GDP deflator, in percent) 80 156 -10 137 145 -38 80 33 63 54 37 1.7 6.6 0
Primary deficit that stabilizes the debt-to-GDP ratio 5/ 41 17 07 20 -19 48 26 24 25 27 22 2.2 22 0
PV of contingent liabilities (not included in public sector debt) 00 00 00 00 00 00 00 00 00 00 00 0
0

2019 2021 2023 205 2021 209
Sources: Country authorities; and staff estimates and projections.
1/ Coverage of debt: The central, state, and local governments, central bank, government-guaranteed debt, non-guaranteed SOE debt . Definition of external debt is Currency-based.
2/ The underlying PV of external debt-to-GDP ratio under the public DSA differs from the external DSA with the size of differences depending on exchange rates projections
3/ Debt service is defined as the sum of interest and amortization of medium and long-term, and short-term debt.
4/ Gross financing need is defined as the primary deficit plus debt service plus the stock of short-term deb at the end of the last period and other debt creating/reducing flows.
5/ Defined as a primary deficit minus a change in the public debt-to-GDP ratio ((-): a primary surplus), which would stabilizes the debt ratio only in the year in question.
6/ Historical averages are generally derived over the past 10 years, subject to data availability, whereas projections averages are over the first year of projection and the next 10 years.




Figure 1. Madagascar: Indicators of Public and Publicly Guaranteed External Debt Under
Alternatives Scenarios, 2019-2029
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Customization of Default Settings

Size Interactions

Standardized Tests Yes

Tailored Stress

Combined CL

Natural disaster No
Commodity price Yes

Market financing .a. n.a.

Borrowing assumptions on additional financing needs resulting from the stress tests*

Default User defined
Shares of marginal debt
Terms of marginal debt
Avg. nominal interest rate on new borrowing in USD 1.4% 1.8%
USD Discount rate 5.0% 5.0%
Avg. maturity (incl. grace period) 26 20
Avg. grace period 4 4

Note: "Yes" indicates any change to the size or interactions of
the default settings for the stress tests. "n.a." indicates that the

stress test does not apply.

Sources: Country authorities; and staff estimates and projections.

* Note: All the additional financing needs generated by the shocks under the stress tests are assumed
to be covered by PPG external MLT debt in the external DSA. Default terms of marginal debt are

based on baseline 10-year projections.

1/ The most extreme stress test is the test that yields the highest ratio in or before 2029. The stress test with a one-off breach is also presented (if any), while the one-off
breach is deemed away for mechanical signals. When a stress test with a one-off breach happens to be the most exterme shock even after disregarding the one-off breach,

only that stress test (with a one-off breach) would be presented.




Figure 2. Madagascar: Indicators of Public Debt Under Alternative Scenarios, 2019-2029
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TOTAL public debt benchmark

.Historical scenario

Borrowing assumptions on additional financing needs resulting from the stress Default User defined
tests*®

Shares of marginal debt

External PPG medium and long-term 48% 65%

Domestic medium and long-term 9% 15%

Domestic short-term 43% 20%

Terms of marginal debt

External MLT debt

Avg. nominal interest rate on new borrowing in USD 1.4% 1.8%

Avg. maturity (incl. grace period) 26 20

Avg. grace period 4 4

Domestic MLT debt

Avg. real interest rate on new borrowing 4.8% 4.8%

Avg. maturity (incl. grace period) 2 2

Avg. grace period 1 1

Domestic short-term debt

Avg. real interest rate 3.0% 3.5%

* Note: The public DSA allows for domestic financing to cover the additional financing needs generated by the shocks under

the stress tests in the public DSA. Default terms of marginal debt are based on baseline 10-year projections.

Sources: Country authorities; and staff estimates and projections.

1/ The most extreme stress test is the test that yields the highest ratio in or before 2029. The stress test with a one-off breach is
also presented (if any), while the one-off breach is deemed away for mechanical signals. When a stress test with a one-off
breach happens to be the most exterme shock even after disregarding the one-off breach, only that stress test (with a one-off
breach) would be presented.




Table 3. Madagascar: Sensitivity Analysis for Key Indicators of Public and Publicly
Guaranteed External Debt, 2019-2029
(In percent)

Projections 1/

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

PV of debt-to GDP ratio
Baseline 16 20 21 21 23 24 25 26 27 28 29

A. Alternative Scenarios
A1l. Key variables at their historical averages in 2019-2029 2/ 16 19 21 24 26 29 31 34 36 37 39

B. Bound Tests

B1. Real GDP growth 16 21 24 25 27 28 30 31 31 32 33
B2. Primary balance 16 20 22 22 24 25 26 27 28 29 29
B3. Exports 16 25 33 33 34 35 36 36 36 37 37
B4. Other flows 3/ 16 22 25 25 26 27 28 29 29 30 30
B5. Depreciation 16 25 23 24 26 28 30 31 32 33 34
B6. Combination of B1-B5 16 26 27 28 29 31 32 32 33 34 34
C. Tailored Tests

C1. Combined contingent liabilities 16 23 25 26 27 28 29 30 31 31 32
C2. Natural disaster 16 25 27 28 29 31 32 33 34 34 35
C3. Commodity price 16 20 22 22 24 25 26 27 28 28 29
C4. Market Financing na. na. na. na. na. na. na. na. na. na na
Threshold 40 40 40 40 40 40 40 40 40 40 40

PV of debt-to-exports ratio
Baseline 57 96 84 82 86 89 20 93 96 99 102

A. Alternative Scenarios
A1, Key variables at their historical averages in 2019-2029 2/ 57 91 86 91 100 107 112 120 127 134 141

B. Bound Tests

B1. Real GDP growth 57 96 84 82 86 89 [0 93 96 99 102
B2. Primary balance 57 98 87 85 [0 92 93 96 99 102 105
B3. Exports 57 140 166 157 161 163 161 163 164 166 167
B4. Other flows 3/ 57 107 929 95 929 101 101 103 105 107 109
B5. Depreciation 57 96 75 74 79 82 83 87 91 95 o8
B6. Combination of B1-B5 57 125 96 109 114 116 116 119 122 125 127

C. Tailored Tests

C1. Combined contingent liabilities 57 112 929 97 102 104 104 107 110 113 116
C2. Natural disaster 57 125 111 110 115 117 118 121 124 128 131
C3. Commodity price 57 100 89 86 91 93 94 97 99 102 105
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Threshold 180 180 180 180 180 180 180 180 180 180 180

Debt service-to-exports ratio

3 4 3 4 5 5 5 6 6 6 6
e Scenarios

A1. Key variables at their historical averages in 2019-2029 2/ 3 g 3 4 6 6 6 8 9 9 E)
B. Bound Tests
B1. Real GDP growth 3 4 3 4 5 5 5 6 6 6 6
B2. Primary balance 3 4 3 4 5 5 5 6 6 6 7
B3. Exports 3 5 5 6 7 a8 a8 12 12 11 12
B4. Other flows 3/ 3 g 3 4 5 5 6 7 7 7 7
B5. Depreciation 3 A 3 4 4 5 5 5 6 6 6
B6. Combination of B1-B5 3 4 4 5 6 6 7 8 8 8 8
C. Tailored Tests
C1. Combined contingent liabilities 3 4 4 4 5 5 5 6 6 6 7
C2. Natural disaster 3 4 4 4 5 6 6 7 7 7 7
C3. Commodity price 3 4 3 5 5 5 6
C4. Market Financing na. n.a. n.a. n.a. n.a na. na na. na na n.a.
Threshold 15 15 15 15 15 15 15 15 15 15 15

Debt service-to-revenue ratio
Baseline 7 a 8 ) 11 11 11 14 14 13 14

A. Alternative Scenarios
A1l. Key variables at their historical averages in 2019-2029 2/ 7 8 8 11 13 14 14 18 19 19 20

B. Bound Tests

B1. Real GDP growth 7 9 9 11 13 13 13 16 16 15 16
B2. Primary balance 7 9 8 9 1 1 12 14 14 14 14
B3. Exports 7 10 10 12 14 14 16 21 21 19 20
B4. Other flows 3/ 7 9 9 10 12 12 13 16 16 15 15
B5. Depreciation 7 11 10 11 13 14 14 16 16 15 16
B86. Combination of B1-B5 7 10 10 11 13 13 15 18 18 17 17
C. Tailored Tests

C1. Combined contingent liabilities 7 9 9 10 12 12 12 14 14 14 14
C2. Natural disaster 7 9 9 10 12 12 13 15 15 14 14
C3. Commaodity price 7 9 8 10 12 12 12 14 14 14 14
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Threshold 18 18 18 18 18 18 18 18 18 18 18

Sources: Country authorities; and staff estimates and projections.

1/ A bold value indicates a breach of the threshold.

2/ Variables include real GDP growth, GDP deflator (in U.S. dollar terms), non-interest current account in percent of GDP, and non-debt creating flows
3/ Includes official and private transfers and FDI




Table 4. Madagascar: Sensitivity Analysis for Key Indicators of Public Debt,

2019-2029 (In percent)

Projections 1/

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
PV of Debt-to-GDP Ratio
Baseline 28 32 32 33 34 35 36 37 37 38 38
A. Alternative Scenarios
A1. Key variables at their historical averages in 2019-2029 2/ 28 28 27 27 27 26 27 27 27 26 26
B. Bound Tests
B1. Real GDP growth 28 36 40 42 45 47 50 52 54 55 57
B2. Primary balance 28 33 33 34 35 36 37 38 38 38 39
B3. Exports 28 35 40 41 41 42 43 43 43 42 42
B4. Other flows 3/ 28 35 36 37 37 38 39 39 40 40 40
B5. Depreciation 28 34 32 32 32 32 32 32 32 31 31
B6. Combination of B1-B5 28 32 32 32 33 34 35 36 36 37 37
C. Tailored Tests
C1. Combined contingent liabilities 28 38 37 38 39 39 40 41 41 41 42
C2. Natural disaster 28 41 40 41 42 42 43 44 44 45 45
C3. Commodity price 28 34 36 40 43 46 50 52 54 56 57
C4. Market Financing n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
TOTAL public debt benchmark 55 55 55 55 55 55 55 55 55 55 55
PV of Debt-to-Revenue Ratio
Baseline 199 256 276 275 285 290 295 289 287 285 284
A. Alternative Scenarios
A1. Key variables at their historical averages in 2019-2029 2/ 199 229 232 222 223 219 218 210 206 200 196
B. Bound Tests
B1. Real GDP growth 199 276 333 345 370 387 405 406 413 420 427
B2. Primary balance 199 261 287 285 295 299 304 297 295 292 290
B3. Exports 199 280 345 340 348 350 351 338 330 323 317
B4. Other flows 3/ 199 274 308 305 314 318 321 311 307 302 299
B5. Depreciation 199 279 283 271 270 266 263 251 244 238 232
B6. Combination of B1-B5 199 254 276 271 280 284 289 283 281 279 278
C. Tailored Tests
C1. Combined contingent liabilities 199 301 320 315 324 327 330 322 318 315 312
C2. Natural disaster 199 324 345 339 348 351 355 346 343 340 338
C3. Commodity price 199 273 319 339 368 390 411 408 415 422 429
C4. Market Financing n.a. n.a. na. na. na. na. n.a. na. na. na. na.
Debt Service-to-Revenue Ratio

Baseline 40 42 50 53 57 58 56 54 52 50 49
A. Alternative Scenarios
A1l. Key variables at their historical averages in 2019-2029 2/ 40 a1 48 51 55 56 54 52 49 47 46
B. Bound Tests
B1. Real GDP growth 40 45 59 65 73 75 75 73 72 70 71
B2. Primary balance 40 42 52 55 59 58 57 55 53 51 50
B3. Exports 40 42 51 54 58 59 59 59 56 54 53
B4. Other flows 3/ 40 42 51 53 58 58 58 57 54 52 51
B5. Depreciation 40 41 49 51 55 56 55 54 51 49 48
B6. Combination of B1-B5 40 42 50 53 57 57 55 S3 51 49 48
C. Tailored Tests
C1. Combined contingent liabilities 40 42 64 64 62 61 58 56 53 51 50
C2. Natural disaster 40 43 7 70 65 64 61 58 55 53 52
C3. Commodity price 40 44 56 64 72 74 74 72 70 69 70
C4. Market Financing n.a. n.a. n.a. n.a. na. na. n.a. na. n.a. n.a. na.

Sources: Country authorities; and staff estimates and projections.

1/ A bold value indicates a breach of the benchmark.

2/ Variables include real GDP growth, GDP deflator and primary deficit in percent of GDP.

3/ Includes official and private transfers and FDL.
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Figure 3. Madagascar: Drivers of Debt Dynamics — Baseline Scenario
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1/ Difference between anticipated and actual contributions on debt ratios.
2/ Distribution across LICs for which LIC DSAs were produced.

3/ Given the relatively low private external debt for average low-income countries, a ppt change in PPG external debt should be largely explained by the drivers of the external debt

dynamics equation.
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Figure 4. Madagascar: Realism Tools

3-Year Adjustment in Primary Balance Fiscal Adjustment and Possible Growth Paths 1/
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1/ Data cover Fund-supported programs for LICs (excluding emergency financing) approved since 1990. The 1/ Bars refer to annual projected fiscal adjustment (right-hand side scale) and lines show possible real
size of 3-year adjustment from program inception is found on the horizontal axis: the percent of sample is GDP growth paths under different fiscal multipliers (left-hand side scale).
found on the vertical axis.
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Figure 5. Madagascar: Qualification of the Moderate Category, 2019-2029 1/
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Sources: Country authorities; and staff estimates and projections.

1/ For the PV debt/GDP and PV debt/exports thresholds, x is 20 percent and y is 40 percent. For debt service/Exports and debt
senvice/revenue thresholds, x is 12 percent and y is 35 percent.
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