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BANGLADESH: JOINT BANK-FUND DEBT SUSTAINABILITY ANALYSIS
Risk of external debt distress Moderate
Overall risk of debt distress Moderate
Granularity in the risk rating Limited space to absorb shocks
Application of judgment No

Bangladesh remains at a moderate risk of external and overall debt distress, with limited space to absorb shocks. The
change of risk from low in the June 2024 assessment to moderate was largely attributed to a substantial downward
revision of export data for FY23 and FY24, which was carried forward over the projection period. Bangladesh’s debt-
carrying capacity remains assessed as medium, consistent with the previous debt sustainability analysis (DSA)." While
external and overall debt indicators remain below their respective thresholds under the baseline scenario, the present
value of debt-to-exports and debt service-to-exports ratios persistently breach their thresholds under a standard stress
test, due to the downward revision of export data. Favorable debt dynamics in the medium term are expected to keep
the public and publicly guaranteed (PPG) external debt-to-GDP ratio on a declining path, and space to absorb shocks

would improve to “some space” from 2026 onwards.

However, the PV of overall public debt is projected to steadily increase, in light of the domestic debt accumulation to
meet the rising gross financing needs, leading to further increases in the already elevated domestic debt-to-revenue
ratio. Risks are tilted to the downside and include amplified vulnerabilities in the banking sector, renewed foreign
exchange (FX) pressures, persistent inflation, increasing interest burden, revenue mobilization constraints, especially
in light of the underperformance of revenue observed in FY25, slow implementation of macro-critical structural reforms,

domestic political uncertainties, escalating geopolitical tensions, and climate related events.

' Bangladesh’s Composite Index is estimated at 2.83 and is based on IMF’s October 2025 WEO and World Bank’s 2024
Country Policy and Institutional Assessment (CPIA).
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DEBT COVERAGE

1. Debt coverage used for the analysis appropriately captures Bangladesh’s debt
vulnerabilities.® The DSA covers the full stock of public debt issued by the central government, as well as
debt issued by State-Owned Enterprises (SOEs) that is guaranteed by the central government. Non-
guaranteed SOE debt—comprising only domestic liabilities—is excluded, as it does not pose a fiscal risk
based on information provided by the authorities. However, there are three SOEs that accumulated arrears
to external suppliers of about 0.3 percent of GDP at end FY24 and these arrears have been included in
the debt coverage.# IMF financial support is included in the public debt, which is provided to the Bangladesh
Bank (BB) and then on-lent to the central government. Local governments are not allowed to borrow and
are excluded from the analysis. The authorities are working to standardize the reporting of SOE debt to
cover non-guaranteed debt, although non-guaranteed external debt held by SOEs is zero. This DSA is
prepared on a currency basis. The difference relative to the residency basis should not materially affect
the assessment.

Text Table 1. Bangladesh: Debt Coverage

Subsectors of the public sector Sub-sectors covered
Central government X
State and local government
3 Other elements in the general government
o/w: Social security fund
o/w: Extra budgetary funds (EBFs)
Guarantees (to other entities in the public and private sector, including to SOEs) X
Central bank (borrowed on behalf of the government) X
Non-guaranteed SOE debt

1 The country's coverage of public debt The central government, central bank, government-guaranteed debt
Default Used for the
2 Other elements of the general government not captured in 1. 0 percent of GDP 0.0
3 SoE's debt (guaranteed and not guaranteed by the government) 1/ 2 percent of GDP 20
4 PPP 35 percent of PPP stock 0.0
5 Financial market (the default value of 5 percent of GDP is the minimum value) 5 percent of GDP 5.0
Total (2+3+4+5) (in percent of GDP) 7.0

1/ The default shock of 2% of GDP will be triggered for countries whose government-guaranteed debt is not fully captured under the country's public debt definition (1.). If it is
already included in the government debt (1.) and risks associated with SoE's debt not guaranteed by the government is assessed to be negligible, a country team may reduce this to
0%.

DEVELOPMENTS ON DEBT

2. Total public and publicly guaranteed (PPG) debt in Bangladesh rose to 41 percent of GDP
in FY25 (from 39 percent of GDP in FY24). (Text Table 2 and Text Figure 1).5 Total PPG debt at end-
FY25 stood at US$188.8 billion. Domestic debt, denominated in local currency, constitutes more than half
(53.6 percent) of the total PPG debt stock and domestic debt service payments amounted to 4.2 percent
of GDP in FY25. Meanwhile, external debt service payments remained relatively stable at 1.2 percent of

3 Based on the authorities’ data, private non-guaranteed SOE debt (outside debt coverage) is assessed to be lower than
2 percent of GDP (informing the calibrations of the contingent liability shock) and does not represent a fiscal risk based on
the information available. Similarly, the contingent liability from PPP is assumed to remain below 3 percent of GDP, posing
no significant fiscal risk; therefore, the shock was not applied.

4 Three SOEs consist of Bangladesh Power Development Board, Petro Bangla, and Bangladesh Petroleum Corporation.
Based on a report published by MoF in 2024, out of 101 SOEs, 28 entities were classified as high risk and 14 as very high
risk.

5 Fiscal year 2025 in Bangladesh started in July 2024 and ended in June 2025.
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GDP in FY25, of which 0.7 percent was paid to multilateral creditors and 0.3 percent of GDP to bilateral
creditors (roughly evenly split between Paris Club and non-Paris Club creditors).

Text Figure 1. Bangladesh: External and Domestic Debt by Type

Public and Publicly Guartanteed Debt Domestic Debt by Type, FY2025
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3. Treasury bonds and bills make up a growing share of domestic debt and are predominantly
held by banks. The share of government securities (including Sukuk) in domestic debt increased to 62.3
percent in FY25 from 53.6 percent in FY24, driven mostly by the rise in treasury bills issuance—30.5
percent year-on year—against a lower rate of growth of T-bonds and Sukuk issuance, 33.4 percent and
21.4 percent respectively. Meanwhile, the share of domestic debt held in national savings certificates
(NSCs) dropped further to 27 percent, from 30.5 percent in FY24, with general provident fund (GPF),
guarantees and others comprising the remainder. The banking sector continues to hold around two-thirds
of government securities, whereas the share held by (BB) continued to decline to 10.32 percent from 15.7
percent in FY24, reflecting BB’s discontinuation of devolvement of government securities in primary
auctions,® and less purchases of government securities on the secondary market. Non-banks, especially
insurance companies, pension funds and corporations, own the remainder of government securities.

6 Devolvement of government securities is the purchase of government securities at below market-clearing interest rates,
when primary dealers are unable to accept the rate offered by the BB.
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Text Table 2. Bangladesh: Decomposition of Public Debt, FY25-FY27'2
Debt Stock (end of period) Debt Service
FY25 FY25 FY26 Fy27 FY25 FY26 FY27
(In US$) (Percent total debt) (Percent GDP) (In US$) (Percent GDP)
Total 188,789 100 413 7,467 30,585 33,843 1.6 6.1 6.4
External 87,550 46.4 19.2 5,565 5174 5,626 12 1.0 1.1
Multilateral creditors“ 49,775 26.4 10.9 3115 3407 3673 0.7 0.7 0.7
IMF 4,499 24 1.0 346 173 175 0.1 0.0 0.0
World Bank 22,691 120 5.0 963 1057 1225 0.2 0.2 0.2
ADB 17,715 9.4 39 1446 1656 1724 03 03 03
Other Multilaterals 4,870 26 1.1 359 522 549 01 0.1 0.1
o/w: AllB 2,783 1.5 0.6 225 375 400 0.0 0.1 0.1
o/w: IFAD 625 0.3 0.1 24 27 29 0.0 0.0 0.0
Bilateral Creditors® 32,004 17.0 7.0 1346 1767 1952 03 0.4 0.4
Paris Club 24,270 129 53 608 751 929 0.1 0.2 0.2
o/w: Japan 13,727 7.3 3.0 212 325 350 0.0 0.1 0.1
o/w: Russia 8,281 4.4 1.8 306 310 438 0.1 0.1 0.1
Non-Paris Club 7,734 4.1 1.7 738 1015 1024 0.2 0.2 0.2
o/w: China 5,785 3.1 13 581 759 771 0.1 0.2 0.1
o/w: India 1,609 0.9 0.4 123 227 223 0.0 0.0 0.0
SOE borrowing 5,457 2.9 1.2 1104 - - 0.2 - -
Others’ 315.0 0.2 0.1 o - . . -
Bonds - 0.0 0.0 0 0 0 0 0
Commercial creditors - 0.0 0.0 0 0 0 0 0
Domestic 101,239 53.6 222 19164 25411 28217 4.2 5.1 53
T-Bills 14,261 76 3.1 1902 - - 0.0 - -
Bonds 46,394 246 10.2 8005 - - 18 - -
Other
Loans: Central Bank Facilities 493 0.3 0.1 - - - - - -
Sukuk 1,954.40 1.0 0.4 77 - - 0.0 - -
Debt from NSCs 27,287 14.5 6.0 9118 - - 20 - -
Guarantees 3,938 21 0.9 62 - - 0.0 - -
Others including GPF 6,911 37 15 - - - - - -
Memo items:
Collateralized debt® - 00 00
Contingent liabilities 7,876 4.2 1.7
o/w: Public guarantees 3,938 21 0.9
o/w: Other explicit contingent liabilities® 5,457 0.0 0.0
Nominal GDP 456,893
1/There are slight differences - owed to valuation effects - between the debt stock in this table versus those that go into the DSA calculations (average versus year-end exchange rates)
2/As reported by the country authorities, according to their creditor classification (official and commercial), debt coverage is the same as in the DSA, except for the external arrears owed
by the three SOEs.
3/Some public debt is not shown in the table due to confidentiality clauses/capacity constraints.
4/Multilateral creditors” are simply institutions with more than one official shareholder and may not necessarily align with creditor classification under other IMF policies (e.g. Lending Into
Arrears)
5/Debt is collateralized when the creditor has rights over an asset or revenue stream that would allow it, if the borrower defaults on its payment obligations, to rely on the asset or
revenue stream to secure repayment of the debt. Collateralization entails a borrower granting liens over specific existing assets or future receivables to a lender as security against
repayment of the loan. Collateral is “unrelated” when it has no relationship to a project financed by the loan. An example would be borrowing to finance the budget deficit, collateralized
by oil revenue receipts. See the joint IMF-World Bank note for the G20 “Collateralized Transactions: Key Considerations for Public Lenders and Borrowers” for a discussion of issues raised
hv callataral
6/Includes other-one off guarantees not included in publicly guaranteed debt (e.g. credit lines) and other explicit contingent liabilities not elsewhere classified (e.g. potential legal claims,
payments resulting from PPP arrangements).
7/This represents the external arrears owed by the three SOEs (Bangladesh Power Development Board, Petro Bangla, and Bangladesh Petroleum Corporation.)

4. Yields on government securities fell in FY25 and two months of FY26, after increasing
substantially in FY24 (Text Figure 2). In FY24, Teirt Figure 2. Barigiadestic Governmient T-Bil
significant FX sales by BB — which were not fully and T-Bonds Rates

sterilized by provisioning of domestic liquidity through -
standard BB domestic operations - contributed to tight 12
liquidity conditions. In FY25, FX sales moderated "
significantly, while government bond yields remained 10

elevated particularly in the first half of the year. 4 g T —sep.23 —May. 24
Liquidity conditions have eased considerably in the first & [P o 1
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two quarters of FY26, reflecting ongoing unsterilized
liquidity injections into non-viable banks since 91-day 182-day 364-day 2-yeor S-year 10-year 15-year 20-year
November 2024, large FX purchases, weak credit

Source: Bangladesh Bank
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demand, and lower supply of government securities. As a result, the government yield curve has fallen by
about 200 bps, even as the policy rate remained unchanged.

5. Demand for National Savings Certificates (NSCs) has continued to decline.” Net NSC
issuance remained negative FY24 and H1FY25, Text Figure 3. Bangladesh: NSC Issuance

driven by a marked decline in gross issuance, | and Yields, FY17-FY25

resulting from a combination of reforms initiated since e -ond ierest Rate (RHS) e e st rate (RHS)
20198, reduced household savings amid high | o oo et 14
inflation, and higher domestic bond yields (Text
Figure 3). NSC interest rates increased in January
2025 for the first time since September 2021 as part
of a new interest-rate setting mechanism that links
NSC yields to comparable bond market yields (either
2-year or 5-year bonds) via twice-yearly adjustments.
While this reform may increase demand for NSCs in
the short term, it is expected to ultimately move more

savings into marketable securities and lower interest payments over the long term.
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6. Amid increased financing costs, the government under-executed its FY25 borrowing plan
and implemented substantial spending cuts. Reluctant to issue additional domestic debt at elevated
bond yields, the authorities curtailed expenditure and the fiscal deficit was lower than expected at 2.9
percent of GDP, with the primary deficit at 0.7 percent of GDP. Since October 2024, the authorities have
stopped issuing special treasury bonds at below-market rates.

7. External PPG debt increased in FY25, while private sector external debt continued to
decline. External PPG debt stood at US$87.6 billion, accounting for about 19.2 percent of GDP in FY25.
External PPG debt edged up in FY25, from around US$78.9 billion in FY24, and continues to be
predominantly owed by the central government to multilateral and bilateral creditors, at about
57 percent and 37 percent of outstanding external PPG debt, respectively, while guaranteed SOE debt
remains relatively small (US$5.5 billion). As of end FY25, three SOEs reduced their stock of external
arrears more rapidly than envisaged under the IMF-supported program, and the stock of external arrears
at end-FY25 stood at USD 315 million, much lower than the US$1.6 billion (0.3 percent of GDP) of external
arrears at end FY24. This FY25 amount has been added to the external PG debt stock. External project
financing disbursements in FY25 were in line with Staff's expectations. Continued inflationary pressures,
and the sluggish pace of recovery of opening of letters of credits (LCs) due to FX shortages, further
contributed to increased import costs and delayed project execution. Private sector external debt was 4.3

” NSCs were introduced in the subcontinent in 1944 by the National Savings Institute of the Ministry of Finance of India. The
intent was to promote savings among the population and finance the government’s budget deficit. Currently, the Department
of National Savings under the Bangladesh Ministry of Finance issues NSCs in line with investors’ demand up to pre-
determined individual investor limits.

8 In FY2020, the government digitized the issuance of NSCs and linked it to the purchasers’ tax identification number,
facilitating better enforcement of existing caps, as well as increased the tax on interest income from 5 to 10 percent. This was
followed by the introduction of a tiered interest rate system in September 2021 under which interest rates decline with the
size of NSC holdings.
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percent of GDP in FY25, declining for the third consecutive year from 4.6 percent in FY24 as the private
sector repaid their obligations, and higher borrowing costs contributed to the reduction in new borrowing.

8. Domestic debt market development is progressing, albeit slowly. The investor base for
government securities remains narrow, with over 80 percent of securities held by the banking sector
(including BB), and the volume of secondary market transactions remains small (less than 3 percent of
total outstanding stock). Average time to maturity of domestic debt stood at 4years at end-FY24, with 29.7
percent of debt maturing within a year. The authorities’ Medium-Term Debt Management Strategy (MTDS)
FY25-FY27 envisions a shift in domestic debt composition towards longer maturity instruments as the
availability of long-term concessional external financing is expected to decline over the medium term. To
support deepening of the domestic debt market, reforms to the primary dealer system and further
development of the secondary market are needed. An ongoing joint WB-IMF Local Currency Bond Market
(LCBM) development technical assistance (TA) project and WB'’s Joint Capital Markets Program (JCAP)
are supporting the Finance Ministry and BB in this area, and development of guidelines to reform the
primary dealer system is underway.

MACROECONOMIC AND FINANCING ASSUMPTIONS

9. The macroeconomic assumptions underlying this DSA are as follows (Text Table 4):

e Growth. Bangladesh continues to face macroeconomic challenges. The economy is expected to grow
by 4.7 percent in FY26, up from 3.7 percent in FY25. This slow pace of recovery reflects the adverse
impact of trade tariffs on exports and output, tight policies, and election-related uncertainty. The
accumulated impact of low public and private investment also prevents a stronger recovery. Growth is
expected to converge to its long-term potential of 6.5 percent in 2033, rather than in 2029, as assumed
at the third and fourth review. This can be achieved through domestic resource mobilization and
sustained structural reforms to improve the business environment, promote export diversification, and
strengthen human capital development. Downside risks to growth could materialize in the form of
continued FX pressures should the exchange rate reform be reversed, persistent inflation, domestic
political uncertainties, revenue mobilization constraints, escalating geopolitical tensions, spillovers
from banking sector stress, climate change, and slow implementation of macro-critical structural
reforms. Meanwhile, upside risks include global disinflation, greater female labor force participation,
more than expected investments—including FDI—on the back of expedited reforms as well as political
stability, and more remittances which would help to limit FX pressures.

o Inflation. Inflation stood at 10 percent in FY25 (on an average basis). Supply-side shocks in July 2025
impacted food prices and led to a re-acceleration in non-food inflation. As a result, inflation is expected
to continue to decline only slightly in FY26, to 8.9 percent. Provided there is no further supply side
disruptions and BB avoids premature policy easing, inflation is expected to decline to about 6 percent
in FY27 and 5.5 percent in the long-term.
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Text Table 4. Bangladesh: Macroeconomic Assumptions 1/
FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 Long Term Avg. 2/
Proj.

Real GDP growth

Current DSA 5.8 4.2 37 47 47 46 5.8 5.9 6.4

Previous DSA 5.8 4.2 3.8 5.4 6.2 6.2 7.9 6.8 6.6
Inflation

Current 9.0 9.7 10.0 8.9 6.0 53 55 55 55

Previous DSA 9.0 9.7 9.9 6.2 6.3 5.6 5.6 5.6 55
Primary fiscal balance (in percent of GDP) 3/

Current -2.3 -1.4 -0.7 -2.0 -2.2 -2.6 -2.6 -2.6 -2.6

Previous DSA -2.5 -1.5 -2.0 -2.0 -2.2 -2.6 -2.6 -2.6 -2.5
Revenue (in percent of GDP)

Current 8.2 83 8.0 8.2 10.3 10.9 11.2 114 12.0

Previous DSA 8.2 83 8.7 9.5 10.0 10.0 10.1 10.2 104
Expenditure (in percent of GDP)

Current 12.6 12.0 10.9 12.6 15.0 16.4 16.9 17.2 18.1

Previous DSA 12.7 121 12.8 13.5 14.5 15.0 15.1 15.3 15.9
Current account balance (in percent of GDP)

Current -2.6 -1.4 0.0 -0.3 -0.6 -1.1 -1.6 -1.6 0.0

Previous DSA -2.6 -1.4 -1.0 -0.7 -0.9 -1.7 -2.0 -2.0 -0.9
Exports (in percent of GDP)

Current 9.6 9.1 9.6 9.8 10.6 10.8 111 11.2 13.3

Previous DSA 9.6 9.0 9.5 10.5 11.4 11.2 11.2 111 12.6
Imports (in percent of GDP)

Current 15.7 14.0 14.1 14.6 15.8 16.5 171 17.3 174

Previous DSA 15.4 14.0 14.4 15.1 16.1 16.6 16.7 16.7 16.7
1/ Previous DSA refers to the Joint DSA published in June 2025
2/ Long term average figure covers FY29-FY45.
3/ Primary fiscal balance includes the grants. The difference in historical data are caused by GDP rebasing.

o Fiscal Policy. The FY25 fiscal deficit came in lower than expected, even though tax revenues once
again fell short of target. Despite revenue measures in the FY25 budget and additional actions in
January 2025, tax collections dropped sharply—from 7.4 percent of GDP in FY24 to 6.8 percent in
FY25—owing to weak compliance given the lack of digitalization and limited capacity, disruptions from
public unrest, and strikes by revenue authority staff. Revenue mobilization remains heavily reliant on
indirect taxation and is constrained by structural weaknesses, including a narrow tax base, pervasive
tax expenditures, low compliance rates, and systemic inefficiencies in tax administration. Current
spending rose, driven by higher subsidies stemming from the widening gap between electricity tariffs
and costs, and the clearance of domestic and external payment arrears. At the same time, tighter cash
conditions—resulting from a sharp reduction in domestic borrowing, the government’s decision to
spend more cautiously—contributed to significant under-execution of capital and social spending, more
than offsetting the revenue shortfall.® As a result, the primary fiscal deficit narrowed to 0.7 percent of
GDP in FY25. Looking forward, revenue collection is expected to recover as one-off shocks—the public
uprising and the NBR staff strike—fade. However, due to the sizable slippage on the tax revenue (0.8
percent of GDP), achieving the FY26 revenue target set in the previous review will be difficult, given
the lack of a visible recovery in collections to date, even with additional measures in place. On the
expenditure side, the FY26 budget aims to constrain the spending—particularly by cutting non-priority
capital outlays—to offset any shortfall in revenue mobilization. Spending pressures are set to rise due

9 Other factors that contributed to reduction in capital spending included the government's policy to reevaluate and
rationalize development projects and a shortage of qualified project directors.
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to: (i) the urgent need for fiscal resources to support banking-sector restructuring, (ii) subsidy burdens
from delayed electricity tariff adjustments, and (iii) election-related expenditures. Based on the
experience over the past two years, the interim government’s plan to reduce domestic borrowing would
keep the FY26 primary deficit at 2 percent of GDP. Under the World Bank supported Strengthening
Institutions for Transparency and Accountability (SITA) project and IMF-WB Joint Domestic Resource
Mobilization Initiative, revenues are projected to rise from FY27 onward, creating fiscal space for
priority spending. The revenue-to-GDP ratio is expected to increase by about 2.4 percentage points
over FY26—-FY28 given the additional measures in place from FY26, with further gradual gains totaling
around 1 percent of GDP through 2045. This robust increase in revenue collection in FY26-28 is
required to safeguard social and capital outlays and support bank resolution, and will be contingent on
the proper implementation of the bold tax policy reforms including (i) unifying the VAT rate at 15 percent
and narrowing VAT exemptions; (ii) raising the minimum turnover tax rate to 2 percent and applying it
to all companies; (iii) introducing a modern excise act for tobacco; and (iv) increasing taxes on all
fossil fuels. Other ongoing reform initiatives (i.e., separation of the tax policy and tax administration,
reducing tax expenditures, automation, among others) are expected to support revenue mobilization
further. Insufficient implementation of these reforms would undermine Bangladesh’s debt servicing
capacity, whereas more ambitious effort on revenue mobilization in the medium and long term presents
as an important upside risk to debt sustainability.

e Climate Policy. Climate polices for Bangladesh, supported by the RSF, are helping the authorities (1)
implement climate-responsive PIM reforms to make infrastructure investment green and resilient and
(2) better manage climate-related risks to enhance financial sector resilience. Meanwhile, multiple IDA
projects are supporting adaptive debt management and climate resilience building.’® The baseline
growth projections do not explicitly incorporate expected impacts of climate change. A gradual scaling
up of climate investment of 0.3-0.8 percent of GDP annually is expected from FY25 onward, supported
by RSF and other concessional financing catalyzed through development partners. This financing is
expected to substitute for more expensive domestic financing, improving debt dynamics and reducing
the balance of payments pressures from import-intensive climate investment. The authorities do not
intend to undertake additional climate-related spending, beyond what is already included in the
baseline DSA, that would jeopardize risks to public and publicly guaranteed debt sustainability.

e Current Account (CA). The current account deficit continued to narrow even further in FY25,
registering a balance, after a deficit of 1.4 percent of GDP in FY24, as exports recovered after two
years of decline in FY23 and FY24. Remittance inflows displayed resilience for the second consecutive
year, defying expectations of more money entering the country through informal channels. The
financial account (FA) surplus decreased to 0.7 percent of GDP in FY25, from 1 percent of GDP in
FY?24, as authorities accelerated repayments of external arrears owed by energy and fertilizer SOEs,
despite the decline in unrecorded capital outflows, and donor disbursements. The surplus in the
balance of payments—the first since FY21—helped increase FX reserves, as the NIR increased
roughly by US$ 3 billion, reaching US$19.1 billion in FY25. In the near-term, continued international
financial institutions (IF1) disbursements and lower banking sector outflows should continue to provide

10 See, Bangladesh Country Climate and Development Report, for details. World Bank Group. 2022. Bangladesh Country
Climate and Development Report. CCDR Series. World Bank Group, Washington, DC. © World Bank Group.
https://openknowledge.worldbank.org/handle/10986/38181 License: CC BY-NC-ND.
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support to FX reserves. The current account deficit is expected to stand at around 0.3 percent of GDP
in FY26 as imports gradually recover. Beyond FY27, the CA deficit is expected to slightly increase, as
FX pressures ease, thus helping normalize imports, and the non-ready-made garment exports
gradually gain market share, due to structural reforms, trade facilitation, infrastructure development,
skill enhancement, and contributions from remittances remain steady. The gradual pick-up of FDI
inflows should help keep the financial account in surplus territory. Reserve coverage is expected to
gradually rise in the medium term.

¢ Financial Sector. Banking sector vulnerabilities have intensified in recent quarters. Responding to
persistent liquidity stress in several commercial banks, underreported NPLs, and suspected fraudulent
activities, BB has taken wide-ranging measures to improve banks’ balance sheet transparency and
address governance weaknesses. By end-March 2025, the NPL ratio rose to 24 percent and the
system-wide capital adequacy ratio fell to 6.4 percent, though this figure is overstated due to sizeable
deferred loan loss provisions in 27 banks Insolvencies and undercapitalization largely concentrated in
state-owned banks (SOBs), private Islamic commercial banks, and a handful of private non-Islamic
commercial banks. These developments point to the likely materialization of fiscal costs, at the very
least related to the recapitalization of SOBs, lost government deposits in private banks, materialization
of BB’s credit risk related to uncollateralized liquidity provisions to insolvent banks, and back up funding
for the Deposit Protection Fund. Banking sector clean-up will be critical for supporting a return to rapid
and sustainable economic growth over the medium-term, with costs assumed absorbed in the
envisioned government spending path. The standard stress test for a financial market shock of 5
percent of GDP is also applied (see Text Table 1).

¢ Financing Assumptions. Gross public financing needs are projected to increase from 9.3 percent of
GDP in FY25 to 14.9 percent of GDP by FY35. Multilateral donor financing is projected to contribute
to around 44 percent of total external financing in the near term, but will gradually decline to 38 percent
by FY45. Other external financing is assumed to mostly come from bilateral donors. In line with the
expected path of monetary policy tightening to contain inflationary pressures, nominal interest rates on
new domestic debt are assumed to have peaked in FY25 at 10.2 percent for T-bills, 11.7 percent for
domestic debt with maturity of 1-3 years, 12.13 percent for domestic debt with maturity above 3 years
and up to 7 years, and 12.33 percent for domestic debt with maturity above 7 years in the near term.
Over the longer term, as monetary policy normalizes, the cost of new domestic debt is expected to
decline to 7.6 percent for T-bills, 9.1 percent for domestic debt with maturity of 1-3 years, 9.5 percent
for domestic debt with maturity above 3 years and up to 7 years, and 9.7 percent for domestic debt
with maturity above 7 years. Under the baseline, banking system funding to absorb domestic debt
growth will largely come from new bank equity and other bank resolution funding, the migration of
funds from maturing National Savings Certificates, and FX inflows. Lack of household savings and
capital market development pose risks to a shortfall of additional domestic debt absorption, requiring
higher domestic interest rates or greater reliance on external debt. In FY26, authorities plan to borrow
US$9.3 billion.
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Text Table 5. Bangladesh: Summary Table of Projected External Borrowing Program
July 1, 2025 to June 3, 2026
Volume of new debtin PV of new debt in 2025 PV of new debt in 2025
PPG external debt 2025 (program purposes) (including negative GEs)
USD million  Percent USD million Percent USD million Percent
By sources of debt financing 93281 100 4924.4 100 4924.4 100
Concessional debt, of which 4960.5 53 1682.1 34 1682.1 34
Multilateral debt 0.0 0 0.0 0 0.0 0
Bilateral debt 4960.5 53 16821 4 16821 4
Other 0.0 0 0.0 0 0.0 0
Non-concessional debt, of which 4367.6 47 32423 66 32423 66
Semi-concessional 4367.6 47 32423 66 3242.3 66
Commercial terms 0.0 0 0.0 0 0.0 0
By Creditor Type 93281 100 4924.4 100 4924.4 100
Multilateral ino.z 40 2763.9 56 2763.9 56
Bilateral - Paris Club 5047.8 54 1746.9 35 1746.9 35
Bilateral - Mon-Paris Club 570.0 ] 4136 8 413.6 8
Other 0.0 ] 0.0 0 0.0 0
Uses of debt financing 9328.1 100 4924.4 100 4924.4 100
Infrastructure 4742 51 1831.6 37 1831.6 37
Social Spending 0.0 0 0.0 0 0.0 0
Budget Financing 550.0 ] 446.6 9 446.6 9
e I e 0369 3 26463 EE LT . SO . L
Memao [tems
Indicative projections
Year2 0.0 0.0 0.0
Year 3 0.0 0.0 0.0

10. Projected debt dynamics are driven primarily by projected large fiscal deficits against
strong GDP growth (Figures 3). Relative to historical factors, external debt dynamics are expected to
benefit from favorable growth, over the medium and long-term, as well as the improvement in the current
account. Overall debt is projected to continue to rise, albeit at a slower pace relative to the previous five
years, as strong growth is insufficient to outweigh debt accumulation from fiscal deficits and positive real
interest rates. Unexpected changes in debt are somewhat above the median of the distribution across low-
income countries (LICs). Structural reforms to encourage greater FDI inflows and lift growth as well as
smaller fiscal deficits would help improve Bangladesh’s debt dynamics.

11, Realism tools suggest that the macroeconomic projections are consistent with the
experience of LICs (Figure 4). Bangladesh’s projected adjustment in the primary balance over FY26-
FY28 points to the expansion of the deficit by 1.9 percent of GDP, as the short-term fiscal tightening
measures are gradually relaxed. This is consistent with the median of the sample of 3-year fiscal
adjustments for LICs since 1990 that were under an IMF supported programs. Real GDP growth
projections under different fiscal multipliers are higher than in the baseline projections as the realism tool
does not account for the disruptions to economic activity during FY25Q1. Compared to the previous DSA,
public investment has been revised lower in FY25 and for several years afterwards, reflecting lower tax
revenues expected in FY26 and crowding out from bank clean-up costs thereafter. In the outer years of
the forecast, public investment accelerates, as revenue mobilization policies provide fiscal space.
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COUNTRY CLASSIFICATION AND DETERMINATION OF
SCENARIO STRESS TESTS

12. The debt-carrying capacity (DCC) for Bangladesh remains rated as medium, with a
Composite Index (Cl) score of 2.82, based on the IMF’s October 2025 World Economic Outlook
(WEO) and the World Bank’s 2024 Country Policy and Institutional Assessment (CPIA). The DCC
classification did not change from the previous DSA despite the lower score (Text Table 6).

Text Table 6. Bangladesh: Country Classification

Debt Carrying Capacity Medium |
Classification based on  Classification based on  Classification based on the two
Final current vintage the previous vintage previous vintage
Medium Medium Medium Medium
2.828 2.81 2.82

Note: Until the April 2019 WEO vintage is released, the two previous vintages ago classification and corresponding score are
based solely on the CPIA per the previous framework.

Applicable Thresholds

APPLICABLE APPLICABLE

EXTERNAL debt burden thresholds

TOTAL public debt benchmark

PV of total public debt in
percent of GDP 55

PV of debt in % of

Exports
GDP

Debt service in % of
Exports
Revenue

13. The calibration of stress tests remains similar to the previous DSA. The calibrations of the
contingent liability shock are based on the default values for the SOE debt (2 percent of GDP). The PPG
debt stock covers explicitly guaranteed debts of SOEs (both external and domestic). SOEs do not hold any
non-guaranteed external debt while data on non-guaranteed domestic SOE debt remains incomplete.’
Domestic arrears of about 0.4 percent of GDP owed to Bangladesh Power Development Board,
Bangladesh Agricultural Development Corporation, and Bangladesh Chemical Industries Corporation are
not included in the debt stock, however, the above-the-line fiscal projections account for the clearance of
these arrears over the next two years. A natural disaster stress test was also applied, calibrated at the
default setting of a one-time 10 percent of GDP shock to the external debt-to-GDP ratio.'?

" External payment arrears by SOEs in the energy sector, accounted for in the balance of payment projections, are included
in the PPG debt stock. External payment arrears are closely linked to the domestic subsidy arrears owed by the central
government to these same SOEs.

2 A World Bank (2016) study, Bangladesh: Building Resilience to Climate Change, estimated that that with a per capita GDP
of about US$1,220, the economic losses in Bangladesh over the past 40 years were about US$12 billion, depressing GDP
annually by 0.5 to 1 percentage point.
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EXTERNAL DEBT SUSTAINABILITY

14. The risk of external debt distress remains unchanged at moderate, compared to the
previous review (Figure 1). External debt dynamics under the baseline are projected to remain favorable
under the medium- to long-term growth rate of 6.5 percent. The external PPG debt-to-GDP ratio is
expected to settle at around 8.2 percent by FY45. Under the baseline, all sustainability indicators remain
in line with the previous DSA. However, under the most extreme shock scenario, the PV of external debt-
to-exports ratio path remains above the threshold, reflecting the downward revision of exports in FY23 and
FY24.13 The most extreme shock to the PV of external PPG debt-to-GDP ratio does not lead to a breach
of the threshold. In contrast, the shock to exports causes the PV of external debt-to-exports to persistently
breach the threshold. The breach is also observed in the PV of external debt-service to exports -- albeit to
a lesser extent than the breach in the PV of external debt-to-exports (Figure 1). The elevated PV of the
external debt-to-exports ratio in the near-term implies “limited space” to absorb shocks in FY26. However,
from FY27 onwards, this improves to “some space” to absorb shocks (Figure 5).

PUBLIC DEBT SUSTAINABILITY

15. The overall risk of debt distress remains unchanged at moderate, compared to the previous
review, in line with the risk of external debt distress (Figure 2). The PV of total public debt-to-GDP,
rises above the indicative benchmark in the long term under the most extreme shock of a natural disaster,
but remains below in the baseline scenario. The shock is kept at default calibrations and is equivalent to a
one-time 10 percent of GDP. All public debt indicators are on a more prominent upward trend than in the
previous DSA, reflecting higher financing costs and lower projected GDP growth. The debt service-to-
revenue ratio declines in FY27 due to projected revenue gains from tax reform before climbing again and
spiking above 110 percent of GDP in 2030 under the most extreme shock — again the natural disaster
shock. The elevated debt service-to-revenue ratio including interest payments poses significant rollover
risks over the medium term. This underscores the importance of raising the revenue-to-GDP ratio to help
reduce the rising domestic debt vulnerabilities. Other mitigating factors that could support the overall public
debt and debt service trajectory include increasing domestic financing via T-bonds, reducing the reliance
on NSCs, smoothing the issuance of T-bonds across different maturities, and maintaining concessional
external borrowing. Broader development of the domestic capital market should also help reduce
refinancing risks, and broader debt vulnerabilities.

16. Bangladesh’s low revenue-to-GDP ratio and shallow domestic debt markets create significant
vulnerabilities in its debt servicing capacity. At 22.6 and 89.4 percent of GDP in FY25, Bangladesh’s domestic
debt-to-GDP ratio and domestic debt service-to-revenues ratio are significantly higher than the five-year projected
corresponding median values in comparator countries with non-zero domestic debt (17 and 22 percent of GDP)
and are expected to continue to rise (Text Figure 4). After reaching a low of 0.3 percent of GDP in FY25, net
domestic debt issuance is projected to average at 2 percent of GDP over the forecast horizon, compared to a ten-
year historical average of around 1 percent of GDP. The expected increased reliance on domestic financing,
primarily from domestic banks, raises the risk of crowding out of the private sector credit and exceeding the sector’s

'3 The downward revision stemmed from discrepancies between export shipment data from the Export Promotion
Bureau and the export receipts.
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debt absorption capacity, which could raise government borrowing costs. These risks could be further exacerbated
by insufficient development of the domestic debt market. This emphasizes the importance of diversifying the
investor base for market-based government securities. In response, the authorities are working to develop
domestic debt markets, including reforms to the primary dealer system. Meanwhile, overall risks to Bangladesh’s
debt servicing capacity are notable and rising. Economic activity in the near- and medium-term could be affected
by delayed action to address banking sector problems or raise fiscal revenues to GDP, which is low and assumed
to only gradually increase to 12.2 percent of GDP. In a scenario where authorities rely heavily on provisioning of
central bank liquidity to insolvent banks to maintain financial stability, loss of control over short-term interest rates
could trigger exchange rate depreciation and rebounding inflation, adverse macrofinancial feedback loops that
would pose additional risk to growth, risk premiums on government borrowing, and increase the overall risk of debt
sustainability. Additional efforts to raise the revenue-to-GDP ratio further, and hence reduce government borrowing
needs, would significantly improve debt dynamics and the country’s debt-carrying capacity, while development of
a liability management framework is needed to address increasing debt rollover risks.

Text Figure 4. Bangladesh: Indicators of Domestic Public Debt, 2021-2035
(In Percent)

Domestic Debt to GDP Ratio Domestic Debt Service to Revenues Incl. Grants Net Domestic Debt Issuance 1/
40 120 30 r 140

80 20 ’
25
L 80
20 60 15

40 1.0
10 [ 40
s 2 (TTT T T TS T TS TS TS ST T TS T T 05 L 20
0 0 0.0 - 00
2021 2023 2025 2027 2029 2031 2033 2035 2021 2023 2025 2027 2029 2031 2033 2035 2021 2023 2025 2027 2029 2031 2033 2035
l:l Historical realizations ' — As a ratio to GDP (LHS)
== wm wm mm s Median of average projected values over the first five years of the forecast period As a ratio to domestic debt stock in prev. year (RHS)

across countries using the LIC DSF with non-zero domestic debt, end-2023

Borrowing Assumptions (average over 10-year projection) Value

Shares in new domestic debt issuance
Medium and long-term 69%
Short-term 31%

Borrowing terms

Domestic MLT debt

Avg. real interest rate on new borrowing 4.0%
Avg. maturity (incl. grace period) 4
Avg. grace period 3

Domestic short-term debt

Avg. real interest rate 22%

Sources: Country authorities; and staff estimates and projections.
1/ Net domestic debt issuance is an estimate based on the calculated public gross financing need net of gross external financing, drawdown of assets,

other adjustments and domestic debt amortization. It excludes short-term debt that was issued and matured within the calendar year.

RISK RATING AND VULNERABILITY

17. Bangladesh’s external and overall debt distress risks remain unchanged as moderate
compared to the previous review. Similar to the previous DSA, the PV of debt-to-exports ratio and debt
service-to-exports ratio persistently breach their corresponding thresholds under the most extreme shock, which
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is a shock to exports, in light of the sizeable (around 2 percent of GDP) downward revision of export data by the
authorities in FY23 and FY24. The debt service-to-revenue ratio had a one-time breach in FY25, attributable to
the concentrated paydown of external arrears of SOEs.

18. Continued reforms will be needed to contain debt vulnerabilities. Strong domestic resource
mobilization measures, which feature in the baseline scenario, will be needed to provide additional fiscal
space, while financial sector reform will be needed to improve the capacity of the financial sector to foster
private sector led growth, helping to keep the PV of public debt-to-GDP ratio below its threshold while
enabling investment in critical infrastructure and human development. The rise in the domestic debt
service-to-revenue ratio above 100 percent over the forecast horizon signals a persistent increase in
liquidity risk. Addressing such a risk and debt vulnerabilities more generally may require constraining the
primary deficit even more, supported by further fiscal reforms to mobilize revenue and rationalize
expenditure.

19. Resolving macroeconomic uncertainty remains important in the near term while structural
reforms are needed to unlock Bangladesh’s long-term growth potential. Efforts to stabilize the
economy are crucial to increase confidence and return Bangladesh to its previous high growth path. At the
same time, reforms to attract FDI, encourage private sector and export growth as well as diversification
away from the RMG sector, and diversifying into different export markets, are crucial to help Bangladesh
reach its growth potential. Improving governance, enhancing infrastructure, boosting the efficiency of public
investment management, accumulating human capital, job creation, addressing mismatches in the labor
market, consistent access to energy, building capacity for public private partnerships, developing the local
capital market, and improving debt management are all essential to support long-term growth.

20. Building resilience to climate change is crucial to keeping debt on a sustainable path.
Bangladesh is highly exposed to the effects of climate change and natural disasters, which threaten long-
term productivity and can inflict large damages to physical and human capital, undermining debt
sustainability. Persistent efforts are needed over the medium- and long term to build climate -resilient public
infrastructure, improve disaster readiness and response, and help the population adapt to the effects of
rising temperatures and sea levels.

AUTHORITIES VIEWS

21. The authorities agreed with the moderate risk assessment of external debt distress and
with the overall assessment that debt remains sustainable. Low revenues, rising debt service costs,
and slower growth may pose challenges in the coming years, especially in light of the vulnerabilities in the
banking sector. The authorities emphasized that external arrears of SOEs’ have been reduced more rapidly
than envisaged under the IMF-supported program, and they aim to clear all arrears by the end of FY27.
They reiterated commitment to ensuring fiscal and debt sustainability, and they acknowledged the urgent
need to accelerate domestic revenue mobilization to address rising financing needs.
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Figure 1. Bangladesh: Indicators of Public and Publicly Guaranteed External Debt, FY26-FY36
(In percent, unless otherwise mentioned)
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—_— Baseline == —-e-aa Historical scenario Most extreme shock 1/ = e s v o s o s o o Threshold
[Short Name]
Customization of Default Settings Borrowing assumptions on additional financing needs resulting from the stress tests*
Size Interactions Default User defined
Shares of marginal debt
External PPG MLT debt 100%
Tailored Stress Terms of marginal debt
Combined CL No Avg. nominal interest rate on new borrowing in USD 1.9% 1.9%
Natural disaster No No USD Discount rate 5.0% 5.0%
Commodity price 2/ na. na. Avg. maturity (incl. grace period) 21 21
Market financing na. na. Avg. grace period 7 7

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.

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

* 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 2036. 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,

2/ The magnitude of shocks used for the commodity price shock stress test are based on the commodity prices outlook prepared by the IMF research department.
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Figure 2. Bangladesh: Indicators of Public Debt, FY26-FY36
(In percent)
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Baseline — ‘Most extreme shock 1/
- TOTAL public debt benchmark m———— .Historical scenario
[Short Name]
Borrowing assumptions on additional financing needs resulting from the stress Default User defined

tests*

Shares of marginal debt
External PPG medium and long-term 13% 13%
Domestic medium and long-term 60% 60%
Domestic short-term 27% 27%
External MLT debt

Avg. nominal interest rate on new borrowing in USD 1.9% 1.9%
Avg. maturity (incl. grace period) 21 21
Avg. grace period 7 7
Domestic MLT debt
Avg. real interest rate on new borrowing 4.0% 4.0%
Avg. maturity (incl. grace period) 4 4
Avg. grace period 3 3

Domestic short-term debt

Avg. real interest rate 2.2% 22%

* 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 2036. 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.
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Figure 3. Bangladesh: Drivers of Debt Dynamics - Baseline Scenario
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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.

17 >>> WORLD BANK GROUP




BANGLADESH | DEBT SUSTAINABILITY ANALYSIS

Figure 4. Bangladesh: Realism Tools
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Figure 5. Bangladesh: Qualification of the Moderate Category, 2026-2036 1/
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Table 1. Bangladesh: External Debt Sustainability Framework, Baseline Scenario, FY23-FY46
(In percent of GDP, unless otherwise indicated)
Actual Projections Average 8/
2023 2024 2025 2026 2027 2028 2029 2030 2031 2036 2046  Historical  Projections
224 232 239 231 225 221 214 206 19.7 195 195 Definition of external/domestic debt Currency-based
of which: public and publicly guaranteed (PPG) 175 18.6 19.5 192 188 185 179 173 167 152 165 e
Is there a material difference between the o
‘ two criteria?
Change in external debt 14 08 07 -07 -06 -04 -07 -08 -08 -07
Identified net debt-creating flows 02 14
Non-interest current account deficit 038 02
Deficit i balance of goods and services 59 6.2
Exports )
mports Debt Accumulation
Net current transfers (negative = inflow) 53 6.1 14 3
of which: official 31
Other current account flows (negative = net inflow) 02 0.1 12 30
Net FDI (negative = inflow) 05 1.0 w0l 30
Endogenous debt dynamics 2/ :
Contribution from nominal interest rate 29
Contribution from real GDP growth 08 29
Contribution from price and exchange rate changes o6 | _B- 28
Residual 3/ 10 03 - ~B-B.A. 2
of which: exceptional financing s | 27
Sustainability indicators 02 27
PV of PPG external debt-to-GDP ratio - 17.8 173 171 166 159 152 146 1.2 66 26
PV of PPG external debt-to-exports ratio - 1602 1530 1399 1328 1238 1175 109.8 7458 3538 00 2
PPG debt service-to-exports ratio 73 04 13.2 107 105 108 29 97 22 64 33 2026 2028 2030 2032 203 2036
PPG debt service-to-revenue ratio 100 19 185 148 125 123 114 111 106 80 49
Gross external financing need (Million of UsS. dollars) 349466 264085 173419 165897 175625 196002 207623 200721 207913 64447 2795 Dbt Accumulation
= = «Grant-equivalent financing (% of GDP)
Key macroeconomic assumptions e Grant element of new borrowing (% right scale)
Real GDP growth (in percent) 58 42 37 47 47 46 58 59 60 65 65 60 58
GDP deflator in US dollar terms (change in percent) 72 43 22 46 10 27 28 30 31 40 40 10 34
Effective interest rate (percent) 4/ 40 39 38 39 40 42 41 41 4.1 35 19 3.2 39 External debt (nominal) 1/
Growth of exports of G&S (US dollar terms, in percent) 129 64 78 17 140 98 120 100 19 134 127 50 124 ot which: Private
Growth of imports of G&S (US dollar terms, in percent) 149 93 43 99 133 118 141 99 13 10 108 67 114 25
Grant element of new public sector borrowing (in percent) . 275 306 305 305 302 300 296 00 208
Government revenues (excluding grants, in percent of GDP) 82 82 79 82 103 109 112 114 116 120 122 84 12
Aid flows (in Million of US dollars) 5/ 8980 10129 9309 2646 1681 2117 2700 2400 1750 1750 60 20
Grant-equivalent financing (in percent of GDP) 6/ 06 06 06 07 06 05 05 06
Grant-equivalent financing (in percent of external financing) 6/ 205 319 313 333 329 303 297 308 .
Nominal GDP (Million of US dollars) 451534 450461 456893 500294 528970 567984 617837 674275 737474 1226868 3415773
Nominal dollar GDP growth 19 -02 14 95 57 74 88 91 94 108 108 71 94
10
Memorandum items:
PV of external debt 7/ . . 221 213 208 202 194 185 176 130 66
I percent of exports . . 1992 1876 1699 1617 1508 1428 1326 868 358 >
Total external debt service-to-exports ratio 532 192 457 376 335 31 282 264 240 136 33
PV of PG external debt (in Million of US dollars) 81324 86767 90465 94259 98405 102722 107424 137473 223805 o
(PV-PVE-1)/GDPt-1 (in percent) 12 07 07 07 07 07 07 03 s0%6 2008 2030 2032 2034 203
Non-interest current account deficit that stabilizes debt ratio 04 02 16 01 04 07 14 16 17 04 13
Sources: Country authorities; and staff estimates and projections.
1/ Includes both public and private sector external debt.
2/ Derived as [ - g - p(1+g)}/(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, concessional loans, and debt relief.
6/ Grant-equivalent financing includes grants provided directly to the government 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.
8/ 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.
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Table 2. Bangladesh: Public Sector Debt Sustainability Framework, Baseline Scenario, FY23-FY46
(In percent of GDP, unless otherwise indicated)
Actual Average 6/
2023 2024 2025 2026 2027 2028 2029 2030 2031 2036 Historical _Projections
Public sector debt 1/ 397 410 421 424 434 453 46.5 417 48.6 E 348 47.8 .
Definition of external/domestic
of wi external debt 17.5 18.6 19.5] 19.2 18.8 18.5 17.9 17.3 16.7 15.2 16.5 debt Currency-based
Change in public sector debt 19 12 06 Is there a material difference
ied debt-creating flows 1.9 15 E 15 12 b —————
ary def 23 14 2 22 25
Revenue and grants 82 83 120 8.4 112
of which: grants 0.1 0.1 0.0 Public sector debt 1/
Primary (noninterest) expenditure 106 97 86 102 125 136 139 141 142 146 106 137
c ion from interest differential 21 ER 08 16 09 04 -10 ER 14 16 -18
of which: contribution from average real interest rate 00 05 07 03 10 15 15 15 13 15 17 = of which: foreign-currency denominated
of which: contribution from real GDP growth 21 16 15 19 19 19 25 26 27 31 35 60
Contribution from real exchange rate depreciation 17 12 0.1 . .. . .. . .
50
Other identified debt-creating flows [ [ 0.0 [ 0.0 0.0 [ 0.0 0.0 Y Y] 00 00
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 2
Debt relief (HIPC and other) 00 00 00 00 00 00 00 00 00 00 00
Other deb creating or reducing flow (please specify) 00 00 00 00 00 00 00 00 00 00 00 20
Sustainability indicators 0
PV of public debt-to-GDP ratio 2/ . . 407 409 a8 436 447 457 465 493 55.9 2026 2028 2030 2032 2034 2036
PV of public debt-to-revenue and grants ratio 5116 4961 4058 3972 395.4 3984 4011 s 4603
Debt service-to-revenue and grants ratio 3/ 923 1036 1078 1102 9.3 1014 1000 1046 1085 1026 1026
Gross financing need 4/ 104 106 93 1 124 137 139 146 152 149 150 of which: held by residents
Key ic and fiscal “ B of which: held by non-residents
Real GDP growth (in percent) 58 42 37 47 47 46 58 59 60 65 65 60 58 e
Average nominal interest rate on external debt (in percent) 20 23 24 26 29 30 30 30 30 26 19 13 29 40
Average real interest rate on domestic debt (in percent) 22 29 33 10 38 55 52 49 41 41 38 46 41 35
Real exchange rate depreciation (in percent, + indicates depreciation) 121 74 05 . . . . .. . .. 22 30
Inflation rate (GDP deflator, in percent) 69 69 61 87 61 52 54 56 56 56 56 54 i
Growth of real primary spending (deflated by GDP deflator, in percent) 15 -40 81 242 279 134 84 73 70 65 65 49 15
Primary deficit that stabilizes the debt-to-GDP ratio 5/ 05 02 -05 18 11 07 14 15 17 19 20 0.0 1.6 10
PV of contingent liabilities (not included in public sector debt) 00 00 00 00 00 00 00 00 00 00 00 5
0
2026 2028 2030 2032 2034 2036
Sources: Country authorities; and staff estimates and projections.
1/ Coverage of debt: The central , central bank, debt . Defiition 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 defict plus debt service plus the stock of short-term debt 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 projec over the first year of projection and the next 10 years
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Guaranteed External Debt, FY26-FY36

(In percent)

Table 3. Bangladesh: Sensitivity Analysis for Key Indicators of Public and Publicly

jections 1/

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

PV of Debt-to-GDP Ratio
Baseline 17 17 17 16 15 15 14 13 12 12 1
A. Alternative Scenarios
A1. Key variables at their historical averages in 2026-2036 2/ 17 18 18 18 18 18 18 18 19 20 21
A2. Alternative Scenario :[Customize, enter title] 17 17 17 16 15 15 14 13 12 12 1
B. Bound Tests
B1. Real GDP growth 17 18 17 17 16 15 14 14 13 12 12
B2. Primary balance 17 17 17 16 15 15 14 13 13 12 12
B3. Exports 17 19 21 21 20 19 18 17 16 15 14
B4. Other flows 3/ 17 18 19 18 18 17 16 15 14 13 13
BS. Depreciation 17 22 18 18 17 16 15 14 14 13 13
B6. Combination of B1-B5 17 20 20 20 19 18 17 16 15 14 13
C. Tailored Tests
C1. Combined contingent liabilities 17 18 17 16 16 15 14 14 13 13
C2. Natural disaster 17 18 18 17 16 16 15 14 14 13
C3. Commodity price na. na. na na. na na. na. na na. na
C4. Market Financing 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 153 140 133 124 17 110 101 93 86 80 75
A. Alternative Scenarios
A1. Key variables at their historical averages in 2026-2036 2/ 153 144 142 138 137 135 132 132 133 135 137
A2. Alternative Scenario :[Customize, enter title] 153 140 133 124 118 110 101 93 86 80 75
B. Bound Tests
B1. Real GDP growth 153 140 133 124 17 110 101 93 86 80 75
B2. Primary balance 153 141 134 125 119 112 103 95 88 82 77
B3. Exports 153 193 257 239 227 212 195 179 165 153 140
B4. Other flows 3/ 153 151 154 144 136 127 117 108 99 92 85
BS. Depreciation 153 140 116 108 103 96 88 81 75 70 66
B6. Combination of B1-B5 153 185 155 188 178 167 153 141 130 120 m
C. Tailored Tests
C1. Combined contingent liabilities 153 145 139 130 124 118 110 102 94 89 84
C2. Natural disaster 153 152 146 137 131 126 118 110 102 97 92
C3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
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
Baseline 1 1 11 10 10 9 9 8 8 7 6
A. Alternative Scenarios
A1. Key variables at their historical averages in 2026-2036 2/ 11 10 1 10 10 10 10 10 10 9 9
A2. Alternative Scenario :[Customize, enter title] 1 11 " 10 10 9 9 8 8 7 6
B. Bound Tests
B1. Real GDP growth 1 11 " 10 10 9 9 8 8 7 6
B2. Primary balance 1 11 1 10 10 9 9 8 8 7 6
B3. Exports 1 13 17 16 16 15 15 14 13 12 13
B4. Other flows 3/ 1 11 1 10 10 10 9 9 8 8 7
BS. Depreciation 1 1" m 10 9 9 9 8 7 7 6
B6. Combination of B1-B5 1 12 15 14 13 13 12 1 10 10 10
C. Tailored Tests
C1. Combined contingent liabilities 1 1 m 10 10 9 9 9 8 7 7
C2. Natural disaster m " 1" 10 10 10 9 9 8 7 7
C3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
C4. Market Financing na. na. n.a. na. na. na. na. na. na. na. na.
Threshold 15 15 15 15 15 15 15 15 15 15 15
Debt Service-to-Revenue Ratio

Baseline 15 12 12 1 11 1 10 10 9 9 8
A. Alternative Scenarios
A1. Key variables at their historical averages in 2026-2036 2/ 15 12 12 12 12 12 12 12 " 12 12
A2. Alternative Scenario :[Customize, enter title] 15 12 12 1 11 1 10 10 9 9 8
B. Bound Tests
B1. Real GDP growth 15 13 13 12 12 " 1 10 10 9 8
B2. Primary balance 15 12 12 1 11 1 10 10 9 9 8
B3. Exports 15 13 13 13 12 12 1 11 10 10 10
B4. Other flows 3/ 15 12 13 12 12 m 1 10 10 9 9
B5. Depreciation 15 16 15 14 13 13 13 12 1 10 9
B6. Combination of B1-B5 15 13 14 13 12 12 m " 10 10 10
C. Tailored Tests
C1. Combined contingent liabilities 15 12 12 12 1" " m 10 9 9 8
C2. Natural disaster 15 12 12 12 11 1" 1 10 10 9 8
C3. Commodity price na na. na. na. na. na. na. na. na. na. na.
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

1/

3/

Sources: Country authorities; and staff estimates and projections

A bold value indicates a breach of the threshold.

Includes official and private transfers and FDI.

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.
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(In percent)

Table 4. Bangladesh: Sensitivity Analysis for Key Indicators for Public Debt, FY26-FY36

Projections 1/

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
PV of Debt-to-GDP Ratio
Baseline 41 42 44 45 46 47 47 48 48 49 49
A. Alternative Scenarios
A1. Key variables at their historical averages in 2026-2036 2/ 41 42 42 43 44 45 45 46 47 47 48
A2. Alternative Scenario :[Customize, enter title] 41 42 44 45 46 47 47 48 48 49 49
B. Bound Tests
B1. Real GDP growth 41 43 47 48 50 51 52 53 54 55 56
B2. Primary balance 41 43 45 46 47 48 49 49 50 50 51
B3. Exports 41 44 48 49 50 51 51 51 52 52 52
B4. Other flows 3/ 41 43 46 47 48 49 49 50 50 51 51
B5. Depreciation 41 44 44 45 45 45 44 44 44 44 44
B6. Combination of B1-B5 41 41 43 43 44 45 46 46 47 47 48
C. Tailored Tests
C1. Combined contingent liabilities 41 49 50 51 52 52 53 53 53 54 54
C2. Natural disaster 41 52 54 55 56 56 57 57 57 58 58
C3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
TOTAL public debt benchmark 55 55 55 55 55 55 55 55 55 55 55
PV of Debt-to-Revenue Ratio
Baseline 496 406 397 395 398 401 400 397 402 407 411
A. Alternative Scenarios
A1. Key variables at their historical averages in 2026-2036 2/ 496 403 386 382 383 385 384 383 388 394 400
A2. Alternative Scenario :[Customize, enter title] 496 406 397 396 398 401 400 398 402 407 412
B. Bound Tests
B1. Real GDP growth 496 418 425 427 435 442 444 445 454 462 471
B2. Primary balance 496 414 412 410 412 414 412 409 413 417 422
B3. Exports 496 422 439 435 435 436 432 427 430 432 434
B4. Other flows 3/ 496 419 422 418 420 421 418 415 418 421 424
B5. Depreciation 496 427 406 395 389 384 375 367 365 363 363
B6. Combination of B1-B5 496 397 391 383 385 388 387 384 389 393 398
C. Tailored Tests
C1. Combined contingent liabilities 496 471 457 452 452 452 447 442 445 448 451
C2. Natural disaster 496 506 491 485 486 486 481 476 479 482 485
C3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Debt Service-to-Revenue Ratio

Baseline 110 96 101 100 105 109 111 98 103 102 103
A. Alternative Scenarios
A1.Key variables at their historical averages in 2026-2036 2/ 110 96 99 98 102 106 109 96 103 102 103
A2. Alternative Scenario :[Customize, enter title] 110 96 102 100 105 109 111 98 104 102 103
B. Bound Tests
B1. Real GDP growth 110 99 107 107 113 118 123 110 117 116 118
B2. Primary balance 110 96 104 104 107 113 17 101 106 105 106
B3. Exports 110 96 102 101 106 109 112 98 104 103 105
B4. Other flows 3/ 110 96 102 101 105 109 112 98 104 103 104
B5. Depreciation 110 91 98 95 100 103 104 93 98 96 96
B6. Combination of B1-B5 110 93 99 97 102 106 109 95 101 99 100
C. Tailored Tests
C1. Combined contingent liabilities 110 96 122 109 11 138 129 108 112 118 116
C2. Natural disaster 110 98 132 115 116 154 140 116 119 128 126
C3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.

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

3/ Includes official and private transfers and FDI.

Sources: Country authorities; and staff estimates and projections.

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