@) WORLD BANKGROUP

<
()
S
S
)
o
)
2
(@]
L
is)
S
o

Public Disclosure Authorized

October, 2025

MALAWI

JOINT WORLD BANK-IMF DEBT SUSTAINABILITY ANALYSIS

Approved by: Prepared by the staff of the International

Manuela Francisco and Hassan Zaman (IDA), Development Association (IDA) and the
and Costas Christou and Bjérn Rother (IMF)  International Monetary Fund (IMF)’

MALAWI: JOINT BANK-FUND DEBT SUSTAINABILITY ANALYSIS?3
Risk of external debt distress In Debt Distress
Overall risk of debt distress In Debt Distress
Granularity in the risk rating Unsustainable
Application of judgment No

Malawi’s external and overall public debt is assessed as “in distress,” unchanged from the previous Debt
Sustainability Analysis (DSA) published in November 2023. This DSA presents an analysis of Malawi’s
debt outlook prior to the authorities’ planned external debt restructuring, the negotiations of which are
ongoing, but where progress has been limited to official bilateral creditors only.

Under the baseline scenario, the Present Value (PV) of PPG external debt-to-GDP remains below the risk
threshold throughout the forecast horizon. However, breaches are observed in the PV of debt-to-exports,
debt service-to-revenue, and debt service-to-exports ratios—with the latter remaining in breach through
the medium term. The PV of Malawi’s overall public debt-to-GDP was around 79 percent in 2024 and
remains significantly above the threshold through and beyond the medium term. Malawi’'s debt is currently
unsustainable. Ensuring overall public debt sustainability will require bringing public debt firmly on a

"The current DSA follows the revised Debt Sustainability Framework (DSF) for LICs and Guidance Note (2017) in effect as of
July 1, 2018. The last DSA can be found in IMF Country Report No. 2023/375, November 2023.

2 With a Composite Indicator (Cl) score of 2.33, Malawi’s debt carrying capacity is classified as ‘weak.’ The Cl is based on the
World Bank’s 2023 Country Policy and Institutional Assessment (CPIA) and the IMF’s October 2024 World Economic Outlook.
3 Malawi is subject to the IDA Sustainable Development Finance Policy (SDFP) which includes a zero non-concessional debt
ceiling. In addition to this, Malawi has committed to two other Performance and Policy Actions for the current fiscal year: i) the
preparation and publication of a credit risk assessment report for high-risk SOEs, and ii) activation of the IFMIS Human Capital
Module in at least five government entities.
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downward trajectory through a medium-term macroeconomic adjustment, growth-supporting reforms, and
addressing the high domestic interest bill. The implementation of the authorities’ debt restructuring strategy
would be necessary for the external debt burden to be considered sustainable on a forward-looking basis.

PUBLIC DEBT COVERAGE

1. The DSA covers central government debt, central government guaranteed debt, and central
bank debt contracted on behalf of the government (Text Table 1).# Public debt includes public and
publicly guaranteed (PPG) external and domestic debt, covering debt contracted and guaranteed by the
central government and the Reserve Bank of Malawi (RBM). Due to data limitations, it does not include
debt held by state and local governments, other elements in the general government (e.g., the social
security fund and extra budgetary funds), or nonguaranteed state-owned enterprise (SOE) debt.5

Text Table 1. Malawi: Coverage of Public Sector Debt, 2025

Subsectors of the public sector Sub-sectors covered
Central government X

State and local government
Other elements in the general government

ofw: Sodial security fund

o/fw: 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
MNon-guaranteed SOE debt

1 The country's coverage of public debt The central government, central bank

Used for the
Default analysis Reasons for from the default settings

2 percent for limited coverage, 0.5 percent for
2 Other elements of the general government not captured in 1. 0 percent of GDP 25 government guaranteed debt.
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 50
Total (2+3+4+5) (in percent of GDP) 95
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%.

“The definition of external and domestic debt uses a residency criterion.

5The contingent liabilities shock from the SOE debt is kept at the default value of 2 percent to reflect risks associated with
nonguaranteed SOE debt, currently excluded from the analysis due to data availability constraints. There are no current PPPs
reported that subject the authorities to contingent liabilities.
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BACKGROUND AND RECENT DEVELOPMENTS

2, Malawi’s public debt levels have risen Text Figure 1. Malawi: Public Debt
(percent of GDP)

significantly over the past two decades. Total
public debt as a percent of GDP is almost back to
where it was prior to the completion of the Highly
Indebted Poor Country (HIPC) process in 2006 | *
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country was hit by a series of shocks. A drought-

. . ) Source: Malawian authorities, IMF staff
induced poor harvest in 2024 contributed to

relatively low real GDP growth (1.8 percent). High fiscal financing needs crowd out private sector activity.
Inflation averaged 32 percent in 2024, driven in large part by food prices, the initial pass through from the
November 2023 exchange rate depreciation and, once the base effects from the depreciation faded away,
the widening gap between the official and parallel foreign exchange rates. The depreciations have also
increased the value of external debt in local currency terms. The country faces chronic shortages of foreign
exchange (FX), hindering formal domestic economic activity and creating significant distortions. About a
fifth of the country faces high levels of food insecurity.

4. There is a need for significant external adjustment. In 2024, higher goods imports more than
offset a rebound in exports, contributing to a current account deficit of 22 percent of GDP. Malawi’s
persistent current account deficits are exacerbated by an overvalued exchange rate. The RBM has also
struggled to accumulate foreign exchange reserves, as project-related inflows, remittances, and export
proceeds have not been sufficient to offset selling pressure to meet the country’s strategic import needs
(e.g., fuel and fertilizer). With gross reserves amounting to 0.4 months of imports at end-2024, Malawi has
limited external buffers with which to absorb shocks. These challenges will be exacerbated by the expected
decline in aid flows from some bilateral partners.

5. Persistent fiscal deficits are contributing to a sharp increase in public debt and debt
service. The FY24/25 budget made some progress on revenue mobilization but this was offset by high
expenditures, resulting in an estimated primary deficit of 3.3 percent of GDP. Total public debt reached
about 88 percent of GDP at end-2024. The interest bill, owed mostly to residents, has grown rapidly: it
reached nearly 7 percent of GDP in FY2024/25, and is projected to exceed 8 percent in FY2025/26 and
remain elevated over the medium term.
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6. The composition of Malawi’s debt
has shifted in recent years. Most of the
country’s external debt is held by multilateral
creditors and is highly concessional in nature.
Bilateral official creditors make up a small but
meaningful share of external debt (Text Table
2). Malawi is in arrears to its external
commercial creditors and does not have access
to international capital markets. In this context,
and to finance fiscal deficits, Malawi has come
to increasingly rely on the more costly domestic
debt market (Text Figure 2).

Text Figure 2. Malawi: Composition of Public Debt
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Text Table 2. Malawi: Composition of Public Debt by Creditor, 2024

(In Million US$)

IMF

AfDB
Other Multilaterals
o/w: IFAD
OFID
Bilateral Creditors
Paris Club
Non-Paris Club
o/w: EXIM China
EXIM India
Local debt with non-residents
Commercial creditors®
o/w: AFREXIM
TDB
FX Swaps with non-residents

FX Swaps with resident

Memo items:
Collateralized debt

Total 10,
External 4,
Multilateral creditors 3,

World Bank 1,

Domestic 5,
Held by residents, total 5,

Debt Stock (end of period) Debt Service
2024 2025
(Percent total debt) (Percent GDP) (Percent GDP)
328 100 88 32
385 42 37 9
068 30 26 1
412 4 4 0
718 17 15 1
463 4 4 0
475 5 4 0
144 1 1 0
86 1 1 0
362 4 3 0
1 0 0 0
361 3 3 0
193 2 2 0
92 1 1 0
31 0 0 0
903 9 8 7
439 4 4 3
464 4 4 4
21 0 0 0
944 58 51 23
769 56 49 23
175 2 1 0
439 4 4

same as the DSA.
2/ Malawi is currently in default on its commercial debt

Source: Malawian authorities, IMF staff

1/As reported by country authorities according to their classification of creditors, including by official and commercial. Debt coverage is the

4 >>> WORLD BANK GROUP




MALAWI | DEBT SUSTAINABILITY ANALYSIS

7. The domestic debt market includes financial and non-financial players. As of end-2024,
roughly a third of domestic debt was held by resident banks, the domestic non-bank sector (e.g., pension
and insurance funds), and the Reserve Bank of Malawi (RBM), respectively. There is a small and dwindling
share of foreign participation, which has been largely replaced by growing exposure from non-bank
corporates. Even as debt levels rise, the RBM continues to be able to issue treasury notes across the
curve (2 to 10 years), but issuance is concentrated on the short end. T-bill issuance has increased but
remains a relatively low share of total domestic debt outstanding (13 percent as of end-2024) (Text Figure
3).6

Text Figure 3. Malawi: Domestic Debt: Holdings by Sector and Instrument
(percent, Malawi Kwacha)
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8. The authorities face challenges in implementing their debt restructuring strategy (Box 1).

Malawi has received financing assurances from its largest official bilateral creditors, has agreements in
force with two of them and is in discussions to finalize the details with the others.” The authorities continue
to negotiate with their commercial creditors (Afreximbank and the Eastern and Southern African Trade and
Development Bank (TDB)), where arrears amounted to $669 million as at end-2024. The timeline to
complete this process is uncertain and there are risks of further delays. The delays reflect in part concerns
over the medium-term implications of the restructuring (for Malawi, access to future financing; for their
creditors, a precedent for others in the region). Notwithstanding the recent expiration of their financing
arrangement with the Fund (see below), the authorities remain committed to achieving their debt
restructuring strategy. Tangible progress would help pave the way for new concessional inflows from
multilateral partners in the context of declining aid flows.

9. The IMF’s Extended Credit Facility arrangement with Malawi automatically expired in mid-
May 2025. Approved in November 2023, the program terminated in line with Fund policies because no
program review was successfully completed within an 18-month period.

8 The Public Financial Management Act limits T-bill issuance to 25 percent of budgeted revenues.
7 Malawi has agreements in force with China EXIM and the Kuwait Fund for Arab Economic Development. Discussions are
continuing with India EXIM and the Saudi Fund for Development.
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3ox 1. Background on Malawi’s Debt Restructuring Strategy

In 2022, the authorities announced a debt restructuring strategy that would serve as the cornerstone for
restoring debt sustainability. This follows a decade in which Malawi’s external debt as a share of GDP had
roughly doubled, leading to an unsustainable debt burden and servicing costs. They hired legal and financial
advisors to support a credible process for restructuring based on adequate creditor engagement to ensure the
approach taken delivers the necessary contributions in a sustainable manner. The authorities approached all
external creditors early in the process.

The debt restructuring strategy is designed to achieve debt sustainability and to close the financing
gaps. The strategy relies on the following pillars to overcome current external debt challenges, including
solvency and liquidity concerns:

e Bringing external public debt back to a moderate risk of debt distress in the medium term through a
combination of policy adjustment and the necessary debt treatment. The debt strategy is designed to ensure
all external DSA solvency and liquidity ratios move below their respective thresholds under the baseline over
the medium term. As such, the present value of debt-to-GDP ratio would need to fall below 30 percent, the
present value of debt-to-exports ratio below 140 percent, the debt service-to-exports ratio below 10 percent,
and the debt-to-revenue ratio below 14 percent in the medium term.

e Mobilization of non-debt-creating flows to ensure that external and fiscal financing gaps are closed over the
medium term, including through the debt treatment and the mobilization of external grant support from
development partners.

e A substantial NPV debt reduction, to be achieved via significant maturity extension and the reprofiling of
scheduled payments to provide important near-term liquidity relief and bring Malawi’s external debt service
costs in the medium term to a sustainable level.

BASELINE SCENARIO

10. The key macroeconomic assumptions underlying the projections are consistent with the
baseline of the IMF’s 2025 Article IV staff report. Staff's baseline is that the fundamental impediments
to growth and fiscal dominance will not be meaningfully addressed, resulting in lower growth and higher
inflation over the medium-term relative to the baseline under the recently expired ECF. Some fiscal,
monetary, and exchange rate adjustment is assumed starting late 2025 after the elections, forced by limits
on domestic financing and continued foreign exchange shortages. However, the external adjustment will
fall short of what is needed: the baseline assumes higher imports (and lower exports) over the medium
term, with limited accumulation of foreign exchange reserves. No debt restructuring is assumed.

11. Changes relative to the most recent, November 2023 DSA are as follows (Text Table 3):

o Economic growth remains weaker in the near-term, reflecting persistent macroeconomic imbalances.
Increasing fiscal financing needs to service the debt further exacerbate the crowding out of the private
sector, and continued exchange rate pressure dampens formal wholesale and retail activity. Near-term
growth recovers from a poor 2024 outturn on the back of an improved agricultural harvest. Over the
medium term, real GDP is expected to grow around 3.4 percent of GDP, below previous assumptions
and in line with revised estimates of Malawi’s growth potential under a no reform scenario. Growth is
expected to be driven in part by agricultural commercialization and a gradual improvement in economic
conditions in manufacturing and services as forex constraints ease somewhat over time.
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o The outlook for CPI inflation is projected to average 28 percent in 2025, coming down only gradually
to 15 percent over the medium term. Structurally higher inflation reflects continued exchange rate
pressures as well as higher money growth resulting from persistent primary deficits.

e The baseline scenario includes a worse fiscal outlook and less ambitious fiscal adjustment path
relative to previous assumptions. Staff assume a large primary deficit in 2025 due to election year
spending, declining only gradually over the medium term as the rising interest bill crowds out primary
spending under a broadly unchanged overall deficit. Only limited progress is projected to be made on
revenue raising measures in the context of persistent spending pressures.

o Gross official reserves are projected to increase only gradually to an estimated 1.3 months of imports
by 2030, below the level sufficient to withstand external shocks (the adequacy level is assessed to be
about 2.5-3 months of imports). A limited exchange rate depreciation is assumed in 2026, driven by
shortages of FX. The current account deficit as a share of GDP is projected to decline following
some import compression (reflecting the assumed FX shortages and exchange rate adjustment) and
higher inflation pushing up nominal GDP. However, it would remain structurally higher than the
previous DSA in the context of a persistently overvalued exchange rate. For similar reasons, exports
of goods and services are projected to decline slightly as a share of GDP (to about 8 percent).

e The remaining external financing gap—cumulative during 2025-30—is 12.3 percent of GDP (about
US$2.1 billion). No debt treatment is assumed and arrears on external commercial debt are projected
to persist. For the purposes of the DSA, debt service to these creditors is assumed to be financed via
exceptional financing that is present value neutral and incurs no debt service over the DSA horizon.
Since most of this debt is in arrears, this assumption results in a large, one-off increase in external
debt service in 2025. In the medium term the external debt stock is smaller as a share of GDP and
largely composed of financing from multilateral creditors (Text Figure 4).

Text Figure 4. Malawi: Net Flows from Multilateral Creditors

Source: IMF and World Bank staff projections.

Note: The IDA disbursement forecasts for 2025-31 are preliminary and have not yet been cleared by World Bank
senior management. AfDB disbursement projections only include loans.
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Text Table 3. Malawi: Underlying DSA Assumptions, 2025-44

2025 2026 2027 2028 2029 2030 Avg. 2031-2044
(vear-on-year percent change)

Real GDP Growth

Current 24 2.7 3.1 3.3 34 34 34
Previous 3.8 43 45 4.6 4.6 4.6 4.6
Inflation
Current 27.7 21.7 18.8 15.3 15.3 154 16.2
Previous 147 8.1 6.8 6.5 6.5 6.5 6.5
(percent of GDP)
Primary Balance'
Current -3.6 -2.6 -1.9 -1.5 -09 -0.5
Previous -1.1 04 1.7 3.0

Current Account Deficit
Current 17.3 15.1 13.9 12.5 11.1 10.2 74
Previous 9.9 9.0 8.2 74 7.1 5.4

Exports of Goods and Services

Current 10.2 10.1 9.6 9.1 8.6 8.0 8.6

Previous 14.6 14.8 15.2 15.2 15.1 14.7 124
FDI

Current 1.3 13 13 1.3 1.3 13 1.3

Previous 0.9 0.9 1.0 1.1 1.2 1.1 1.5

Sources: Malawian authorities and IMF staff calculations and projections
" Fiscal data refers to fiscal year: e.g., 2025 = FY2024/25

o Domestic financing is assumed to fill the residual financing gap on market terms. Reflecting concerns
over rising debt levels, maturities are expected to shorten: T-bill issuance is expected to represent 15
percent of newly-issued domestic, 55 percent in 2- and 3-year T-notes, with the remainder issued
across the curve. The average real domestic interest rate on the stock of domestic debt is expected to
rise over the medium term as the recent spike in inflation fades away. The average real rate of 5.4
percent on new debt is above the historical average of 4.6 percent to reflect a risk premium from higher
debt levels. The RBM is assumed to continue to buy up government debt in the secondary market to
support new debt issuance by the government to private banks, but this exacerbates inflation and
reduces the incentive for banks to lend to the private sector, hurting growth prospects.
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REALISM OF THE BASELINE ASSUMPTIONS

12. The realism tools suggest that the baseline scenario is not significantly out of line with
Malawi’s recent experience (Figures 3 and 4):

e The projected trajectory of PPG external debt as a share of GDP is broadly similar to that of the
November 2023 DSA. External debt creation is primarily driven by the current account deficit,
which is more than offset by price and exchange rate movements and other non-debt creating
flows (the large residual). The residual partly reflects the significant share of grant inflows into
Malawi (around 5 percent of GDP, slightly below the historical average of 6 percent of GDP since
2008 to reflect the impact of USAID’s withdrawal). Informal remittances likely also contribute to the
large residual. Uncertainty over the projected current account remains high: both 2022 and 2023
deficit figures saw subsequent upward revisions, while errors and omissions are large.

e Unlike the previous DSA, the trajectory for total public debt as a share of GDP is now projected to
increase gradually over the forecast horizon. This reflects the assumption of persistent fiscal
deficits financed via high-cost domestic debt. This is consistent with recent experience under the
ECF, which saw limited traction on efforts to undertake a fiscal adjustment.

e The projected improvement in the primary balance in the next three years (2.5 percent) is in the
top quartile of historical data on LIC adjustment programs. However, it is significantly less
ambitious that the adjustment assumed in the previous DSA, which was not achieved in practice.
It reflects the unwinding of higher one-off spending in 2025, an election year, and the compression
of primary spending as the interest bill grows. Consistent with these higher deficits, public
investment as a share of GDP is not expected to fall as sharply. The GDP growth projection is also
stronger than implied by the estimated fiscal impulse alone, given staff expects some catch-up
growth as Malawi recovers from the impact of agricultural supply shocks in 2024.

COUNTRY CLASSIFICATION AND MODEL SIGNAL

13. Malawi’s debt-carrying capacity based on the Composite Indicator (Cl) is assessed as weak
(Text Table 5).7 The Cl is determined by the World Bank's 2023 Country Policy and Institutional
Assessment (CPIA), the IMF’s October 2024 World Economic Outlook, and other variables informed by
the macroeconomic framework, including real GDP growth, import coverage of reserves, remittances as a
percent of GDP, and global growth. The four external debt burden thresholds and the total public debt
benchmark are determined by this classification of the debt carrying capacity (Text Table 6).

7 A country’s debt-carrying capacity would be assessed as weak if its Cl value is below 2.69, medium if it lies between 2.69
and 3.05, and strong if it is above 3.05.
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Text Table 4. Malawi: Composite Index

Components Coefficients (A) 10-year average Cl Score components Contribution of

values (B) (A*B) = (C) components
CPIA 0.385 3.064 1.18 51%
Real growth rate (in percent) 2,719 3.265 0.09 4%
Import coverage of reserves (in
percent) 4,052 18.604 0.75 32%
Import coverage of reserves*2 (in
percent) -3.990 3.461 -0.14 -6%
Remittances (in percent) 2.022 2.265 0.05 2%
World economic growth (in
percent) 13.520 2,967 0.40 17%
233 100%
Cl rating Weak

Text Table 5. Malawi: Debt Carrying Capacity and Thresholds

Debt Carrying Capacity Weak |

Classification based on Classification based on  Classification based on the

Final current vintage the previous vintage two previous vintage
Weak Weak Weak Weak
2,33 2.41 242

EXTERNAL debt burden thresholds
PV of debt in % of
Exports
GDP
Debt service in % of
Exports
Revenue
TOTAL public debt benchmark Weak Medium Strong
PV of total public debt in percent of GDP 35 55 70
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SCENARIO STRESS TESTS

14. Standard scenarios stress tests and a contingent liability stress test are conducted (Text
Table 1, and Tables 3 and 4). The latter features a one-off increase of 9.5 percentage points in the debt-
to-GDP ratio in the second year of the projection, designed to capture the combined impact of limited public
debt coverage, contingent liabilities from government guaranteed debt, SOEs, and potential future bank
recapitalization needs.

15. A second tailored scenario presented is a commodity price shock (Tables 3 and 4). Since
tobacco accounts for nearly half of Malawi’s total goods exports, the DSA stress tests the debt outlook
against a prolonged decline in commodity prices. The shock is calibrated to simulate a decline in prices in
the second year of the projection to the lower end of the 68 percent confidence interval in the IMF’s
commodity price forecasts, which is then assumed to unwind over a period of six years.

EXTERNAL DSA

16. Malawi’s overall and external public debt are assessed to be in debt distress. The PV of PPG
external debt-to-GDP ratio remains below the threshold under the baseline scenario, but there are
significant and sustained breaches of the other solvency and liquidity indicators (Figure 1). The large
breach in the first year reflects the assumed clearance of outstanding arrears ({[11). The PV of debt-to-
exports, debt service-to-exports, and debt service-to-revenue ratios start the forecast period above their
respective thresholds and remain so for several years—until 2033 in the case of debt-service-to-exports.
Malawi is in arrears to its external commercial creditors.

17. The stress scenarios highlight that the sustainability of Malawi’s debt is particularly
sensitive to developments in exports and the exchange rate. Malawi’s exports are highly concentrated
and vulnerable to weather and climate-related shocks, while the exchange rate could also be buffeted by
domestic and external shocks—particularly given very low reserve cover. Mitigating the former risk
somewhat is the fact that Malawi has typically received steady and predictable aid flows in foreign currency
(not accounted for in the calculation of the DSA'’s liquidity risk indicators, which looks at debt service as a
share of exports). However, risks to these aid flows have grown.

PUBLIC DSA

18. Malawi’s overall public debt is assessed to be in distress due to the ongoing negotiations
over the external debt restructuring and public debt dynamics are unsustainable (Figure 2).
Domestic debt levels have sharply increased in recent years and are expected to continue to rise (Text
Table 6). While net domestic issuance is projected to return to relatively low levels, the carrying cost of
previously issued debt contributes to a rising debt stock. As a result, under the baseline scenario, the PV
of overall public debt is projected to rise gradually over the forecast horizon, reaching 88 percent of GDP
in 2035, significantly above the threshold for countries with weak debt-carrying capacity (35 percent). This
projection is most vulnerable to a growth shock. To reduce risks from rising public debt, the authorities
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need to take steps to reduce their interest bill (e.g., a fiscal adjustment that would both reduce the need
for new borrowing that needs to be financed and help lower the risk premium on new debt) and attract
additional, concessional external financing or grants, where possible.

19. Relatedly, rising debt service costs are a growing concern for public debt sustainability.
Overall public debt service is projected to grow steadily over the forecast period, hitting 213 percent of
revenues and grants in 2035. Near-term rollover risk is mitigated by ample liquidity in the domestic banking
sector and the RBM’s continued purchasing of government securities in the secondary market. However,
debt service risks are rising and could pose liquidity concerns over the medium term, with potential
implications for debt and financial stability. The crowding out of the private sector undermines medium-
term potential growth.

Text Table 6. Malawi: Indicators of Public Domestic Debt, 2020-2035

(Percent)
Domestic Debt to GDP Ratio Domestic Debt Service to Revenues Incl. Grants Net Domestic Debt Issuance 1/
90 250 16.0 r 60.0
80 14.0
50.0
70 200 120
[ 40.0
€0 100
150
50
80 - 300
40
100 6.0
30 F 200
4.0
L 50 100
20
v | e ____
0 o 00 - 00
2020 2022 2024 2026 2028 2030 2032 2034
2020 2022 2024 2026 2028 2030 2032 2034 2020 2022 2024 2026 2028 2030 2032 2034
l:l Historical realizations — As a ratio to GDP (LHS)
- 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 85%
Short-term 15%
Borrowing terms
Domestic MLT debt
Avg. real interest rate on new borrowing 6.0%
Avg. maturity (incl. grace period) 3
Avg. grace period 1
Domestic short-term debt
Avg. real interest rate 1.8%

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.

Note: New domestic debt maturity assumptions: T-bills (15%); 2-3 year T-notes (55%); 5-10 year T-notes (30%)
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RISK RATING AND VULNERABILITIES

20. Malawi’s is currently in debt distress and, absent a restructuring and sustained reforms to
address macroeconomic imbalances, debt is assessed to be unsustainable. Under a reform
scenario, and conditional on the successful completion of the government’s debt restructuring strategy,
Malawi’s external debt could be considered sustainable on a forward-looking basis. Further delays to the
completion of Malawi’'s debt restructuring process will make it increasingly difficult to close the
government’s financing gaps. Without a meaningful fiscal adjustment, the government’s reliance on more
expensive domestic debt issuance will crowd out much-needed spending on growth and poverty reduction.
This underscores the importance of a medium-term strategy to restore debt sustainability via: (i) a
sustained macroeconomic adjustment, (ii) growth-supporting reforms, (iii) finalizing debt relief negotiations
with creditors and (iv) securing highly concessional external financing, ideally grants.

21. This outlook is subject to significant uncertainty, with risks skewed to the downside. Malawi
remains vulnerable to a range of shocks, including from climate change and further reductions in foreign
aid flows. Broader geopolitical uncertainty may impact Malawi’s growth prospects, primarily through
indirect effects (e.g., currency fluctuations and commodity prices). Closer to home, Malawi's
implementation of import bans for certain products could exacerbate inflation and hurt productivity,
amplified by any retaliatory measures from regional trading partners. The lack of monetary tightening in
the context of a stable exchange rate could prolong the period of elevated inflation, exchange rate
distortions, and loss of external competitiveness, hurting growth. And while it would support a needed
external adjustment, exchange rate depreciation will also increase the cost of servicing external debt.
Upside risks include successful efforts to diversify exports, gains from investments in infrastructure to
support agricultural productivity, and sooner-than-expected development of major mining projects (not
currently reflected in the macro framework).

AUTHORITIES’ VIEWS

22, The authorities agreed on the need to ensure debt sustainability. The authorities
acknowledged the need for a fiscal adjustment, stating that the objective is to reduce the overall deficit to
6 percent of GDP over the medium-term (a 4 percent of GDP adjustment). In this regard, they focused on
the need for domestic revenue increases through the reduction of informality, rationalization of tax
expenditures and from administrative measures. They also noted that the interest rate bill dynamic poses
a significant obstacle to fiscal retrenchment and supporting more development spending. To address this,
they indicated they would increase the primary balance to reduce borrowing and debt. They underscored
the challenges to reaching a successful agreement with their external commercial creditors on a debt
restructuring but remain committed to their restructuring strategy.
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Figure 1. Malawi: Indicators of Public and Publicly Guaranteed External Debt Under Baseline Scenarios,

PV of Debt-to-GDP Ratio PV of Debt-to-Exports Ratio
50 600
45 -
2 s 500
35 -~
400
30 ---------------?-4-------
-
25 — 300
20
15 200
10 gy
100
5 Most extreme shock: One-time depreciation Most extreme shock: Exports
0 0
2025 2027 2029 2031 2033 2035 2025 2027 2029 2031 2033 2035
Debt Service-to-Exports Ratio Debt Service-to-Revenue Ratio
70 50
45
60
40
50 35
40 30
25
30 20
20 _ e — — = == 15 iy g g g S g g
10 o e s e = T
10 i ————
Most extreme shock: Exports 5 Most extreme shock. One-time—
0 0
2025 2027 2029 2031 2033 2035 2025 2027 2029 2031 2033 2035
. Baseline — — = = Historical scenario = Most extreme shock 1/ == == == == == = Threshold
C ization 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 Avg. nominal interest rate on new borrowing in USD 1.8% 1.8%
Natural disaster .a. .a. USD Discount rate 5.0% 5.0%
Commodity price Avg. maturity (incl. grace period) 30 30
Market financing .a. a. Avg. grace period 7 7

Note: "Yes" indicates any change to the size or interactions of ~ * Note: All the additional financing needs generated by the shocks under the stress tests are
the default settings for the stress tests. "n.a." indicates that the ~ assumed to be covered by PPG external MLT debt in the external DSA. Default terms of marginal
stress test does not apply. 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 2035. 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 2. Malawi: Indicators of Public Debt Under Baseline Scenarios, 2025-35
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— Baseline — Most extreme shock 1/
- TOTAL public debt benchmark —— . Historical scenario
Borrowing assumptions on additional financing needs resulting from the stress Default User defined
tests*
PP d d long 4% 4%
Do d d long 81% 81%
Do 0 14% 14%
Terms of marginal debt
Avg. no 0 borro g » 1.8% 1.8%
Avg g period 30 30
Avg. g period 7 7
Do deb
Avg 0 borro g 6.0% 6.0%
Avg g period 3 3
Avg. g period 1 1
Do O deb
Avg 1.8% 1.8%

* 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 2035. 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. Malawi: Drivers of Debt Dynamics
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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. Malawi: Realism Tools
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Table 1. Malawi: External Debt Sustainability Framework, Baseline Scenario, 2022-45
(Percent of GDP, Unless Otherwise Indicated)

Actual Projections Average 8/
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 Historical Projections
335 432 37.4 31.6 29.1 25.8 227 19.6 169 15.8 147 137 13.0 125 277 19.6 Definition of external/domestic debt Residency-based
of which: public and publicly guaranteed (PPG) 335 432 37.4 316 291 25.8 227 19.6 16.9 15.8 14.7 13.7 13.0 12.5 217 196 o
Is there a material difference between the two
Change in external debt 31 97 58 58 25 33 32 30 27 1 11 10 -07 -05 riteria?
Identified net debt-creating flows 15.4 14.1 26.4 153 13.0 1.8 105 9.2 8.4 7.6 7.0 65 6.1 6.1 131 9.2
Non-interest current account deficit 17.4 17.0 215 16.8 145 13.4 12.0 10.7 9.9 9.1 85 8.0 7.6 75 149 107
Deficit in balance of goods and services 186 183 235 182 15.7 147 134 120 1 103 97 92 88 87 178 120
Exports 18 13 121 102 10.1 96 9.1 86 80 81 83 84 85 85 ,
Imports 305 296 356 284 258 243 225 206 192 184 180 176 173 173 Debt Accumulation
Net current transfers (negative = inflow) 40 37 44 33 30 30 29 28 26 25 25 25 25 25 48 27 60
of which: official -03 -0.7 -0.6 -02 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other current account flows (negative = net inflow) 27 24 25 19 18 17 15 14 13 13 13 13 13 13 2.0 15 50
Net FDI (negative = inflow) 1.1 ET) 13 16 13
Endogenous debt dynamics 2/ -0.9 -2.0 6.2 .3 20
Contribution from nominal interest rate 03 03 04 04 02
Contribution from real GDP growth 03 06 09 07 -08 -08 07 04
Contribution from price and exchange rate changes 09 a7 67 . } 30
of which: exceptional financing 00 00 00 00 00 00 00 00 00 00 00 20
Sustainability indicators 10
PV of PPG external debt-to-GDP ratio 279 229 204 185 163 142 124 13 105 9.9 93 89 67
PV of PPG external debt-to-exports ratio . 2298 2233 2028 1929 1793 1663  154.1 1395 1262 1171 1101 1044 747 10 o
PPG debt service-to-exports ratio 12 116 17 640 212 171 149 146 13.0 12 1.0 10.0 93 89 56 2025 2007 2029 2031 2033 2035
PPG debt service-to-revenue ratio 62 9.8 29 457 147 13 93 85 72 62 63 58 54 52 46
Gross external financing need (Billion of U.S. dollars) 21 24 26 33 26 26 25 25 25 25 24 23 22 23 24 s Debt Accumulation
. . = = «Grant-equivalent financing (% of GDP)
Key macroeconomic assumptions ———Grant element of new borrowing (% right scale)
Real GDP growth (in percent) 09 19 18 24 27 31 33 34 34 34 34 34 34 34 34 29 3.2
GDP deflator in US dollar terms (change in percent) 05 53 138 237 105 76 80 8.1 83 34 04 04 04 04 03 0.8 65
Effective interest rate (percent) 4/ 09 09 08 15 20 18 19 19 19 2.0 20 20 20 20 16 0.9 1.9 External Debt (nominal) 1/
Growth of exports of G&S (US dollar terms, in percent) 64 25 58 68 17 56 59 50 49 77 72 48 44 44 43 07 62 of which: Private
Growth of imports of G&S (US dollar terms, in percent) 19 43 55 11 29 47 30 25 41 28 17 15 16 37 30 59 27 35
Grant element of new public sector borrowing  (in percent) . . 143 350 36.1 372 349 208 299 302 465 505 517 525 36.0
Government revenues (excluding grants, in percent of GDP) 138 133 144 143 146 145 146 146 146 146 146 146 146 146 108 135 146 30
Aid flows (in Billion of US dollars) 5/ 07 10 07 06 05 06 07 06 06 06 07 07 08 09 13
Grant-equivalent financing (in percent of GDP) 6/ . - - 4.1 33 37 33 25 22 23 23 23 24 25 25 28 25
Grant-equivalent financing (in percent of external financing) 6/ . 393 695 814 916 %36 %68 97.1 973 9.7 238 914 902 86.2
Nominal GDP (Billion of US dollars) 13 13 12 15 17 19 21 23 26 28 29 30 31 33 47 20
Nominal dollar GDP growth 05 72 122 266 135 1.0 15 118 19 69 38 38 38 38 37 37 2.9
15
Memorandum items:
PV of external debt 7/ 279 229 204 185 163 142 124 13 105 99 93 89 67 10
In percent of exports . 2298 2233 2028 1929 1793 166.3 154.1 1395 1262 171 1101 104.4 747 5
Total external debt service-to-exports ratio 72 182 117 64.0 212 171 149 1456 130 12 110 100 93 89 56
PV of PPG external debt (in Billion of US dollars) 33 34 35 35 34 33 32 32 31 30 29 29 32 o
(PVt-PVt-1)/GDPt-1 (in percent) 11 03 01 03 04 04 03 03 03 02 -01 01 2025 2007 2029 2031 2033 2035
Non-interest current account deficit that stabilizes debt ratio 142 74 273 226 17.0 167 152 137 126 103 96 90 83 80 59

Sources: Country authorities; and staff estimates and projections.

1/ Includes both public and private sector external debt.

2/ Derived as [r - g - p(1+g) + £ (1+1)}/(1+g+p+gp) times previous period debt ratio, with r = nominal interest rate; g = real GDP growth rate, p = growth rate of GDP deflator in U.S. dollar terms, €=nominal appreciation of the local currency, and a= share of local currency-denominated external debt in
total external debt.

3/ Includes exceptional financing (ie., 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 deb relie.

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 s 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. Malawi: Public Sector Debt Sustainability Framework, Baseline Scenario, 2022-45
(Percent of GDP, Unless Otherwise Indicated)

3/ Debt service is defined as the sum of interest and amortization of medium and long-term, and

short-term debt.

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.

4/ Gross financing need is defined as the primary deficit 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 projections averages are over the first year of projection and the next 10 years.

Actual Projections Average 6/
2022 2023 2024 2025 2026 2027 2028 2029 2030 Historical  Projections
Public sector debt 1/ 744 83.6 87.6 80.2 80.6 81.4 822 82.8 LEX 53.9 84.6
of which: external debt 33.5 43.2 37.4] 31.6 29.1 25.8 22.7 19.6 16.9 217 19.6
Change in public sector debt 15.6 9.2 4.0 -14 04 0.8 0.8 0.7 0.2
Identified debt-creating flows 5.0 7.0 1.6 -1.0
Primary deficit 4.6 2.9 3.0 1.2
Revenue and grants 174 176 15.9 171
of which: grants 36 43
Primary (noninterest) expenditure 220 206 19.0 183
e » . : 4
Cy ibution from interest g h di i -4.9 -13.0 -133 -11.8 -4.6 -2.3 -1.1 -0.8 -1.0
of which: contribution from average real interest rate -4.3 -11.6 -11.9 -9.8 -2.5 0.1 15 19 17
of which: contribution from real GDP growth -0.5 -14 -15 -2.1 -2.1 -24 -2.6 =27 =27
Contribution from real exchange rate depreciation 5.2 17.0 10
[other idetied dobt-creting lows | T T T S ST S ST 0 oo
Privatization receipts (negative) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Recognition of contingent liabilities (e.g., bank recapitalization) 00 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0
Debt relief (HIPC and other) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other debt creating or reducing flow (please specify) 00 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0
Crosawat S T S VR 2 14
Sustainability indicators
PV of public debt-to-GDP ratio 2/ 783 722 73.0 74.7 76.3 77.8 78.8 88.5 102.6
PV of public debt-to-revenue and grants ratio 423.4 415.5 426.9 421.4 430.3 457.4 468.8 525.5 786.1
Debt service-to-revenue and grants ratio 3/ 323 337 45.1 1444 109.4 146.3 142.6 171.6 172.0 213.0 334.1
Gross financing need 4/ 102 89 127 286 213 278 26.3 29.9 295 363 43.9
Key ic and fiscal i
Real GDP growth (in percent) 09 19 18 24 27 31 33 34 34 34 34 29 3.2
Average nominal interest rate on external debt (in percent) 09 0.6 11 15 21 19 19 19 2.0 22 17 1.0 2.0
Average real interest rate on domestic debt (in percent) -31 -10.7 -6.4 -5.7 44 76 7.8 74 6.0 52 46 1.2 5.0
Real exchange rate depreciation (in percent, + indicates depreciation) 257 64.0 30 155 .
Inflation rate (GDP deflator, in percent) 172 288 29.0 253 197 168 137 136 138 143 15.0 15.8 15.8
Growth of real primary spending (deflated by GDP deflator, in percent) 13.0 -4.6 133 -6.5 -3.2 25 -14 -2.0 13 33 -10.7 7.6 0.7
Primary deficit that stabilizes the debt-to-GDP ratio 5/ -11.0 -6.3 04 109 22 1.0 0.2 0.0 04 -1 -1.0 -5.6 0.8
PV of contingent liabilities (not included in public sector debt) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Sources: Country authorities; and staff estimates and projections.
1/ Coverage of debt: The central government, central bank . Definition of external debt is Residency-based.

inition of extemal/domestic debt [RENNINA
based
Is there a material difference
Yes

between the two criteria?

Public Sector Debt 1/

of which: local-currency denominated
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2025 2027 2029 2031 2033

of which: held by residents

B of which: held by non-residents

2111
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2035
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Table 3. Malawi: Sensitivity Analysis for Key Indicators of PPG External Debt, 2025-35

(Percent)
Projections 1/
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
PV of debt-to GDP ratio
Baseline 23 20 19 16 14 12 11 n 10 9 9
A. Alternative Scenarios
A1. Key variables at their historical averages in 2025-2035 2/ 23 22 23 23 25 27 29 32 35 39 43
B. Bound Tests
B1. Real GDP growth 23 21 19 17 15 13 12 m 10 10 9
B2. Primary balance 23 20 19 16 14 13 12 1 10 10 9
B3. Exports 23 22 22 20 18 15 14 14 13 12 12
B4. Other flows 3/ 23 22 21 18 16 14 13 12 12 1 n
BS. Depreciation 23 25 19 16 14 12 1 10 9 8 8
B6. Combination of B1-B5 23 23 20 18 16 14 13 12 1 10 10
C. Tailored Tests
C1. Combined contingent liabilities 23 21 19 17 15 13 12 m m 10 10
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na
C3. Commodity price 23 20 19 16 14 12 m m 10 9 9
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Threshold 30 30 30 30 30 30 30 30 30 30 30
PV of debt-to-exports ratio
Baseline 223 203 193 179 166 154 140 126 117 110 104
A. Alternative Scenarios
A1. Key variables at their historical averages in 2025-2035 2/ 223 222 235 255 288 332 360 385 421 463 506
B. Bound Tests
B1. Real GDP growth 223 203 193 179 166 154 140 126 17 110 104
B2. Primary balance 223 203 194 181 169 157 143 130 122 15 110
B3. Exports 223 279 360 337 316 297 272 249 235 223 211
B4. Other flows 3/ 223 215 217 203 190 177 162 148 139 131 124
B5. Depreciation 223 202 158 145 132 120 107 95 86 79 75
B6. Combination of B1-B5 223 264 202 257 239 222 202 183 171 160 152
C. Tailored Tests
C1. Combined contingent liabilities 223 205 196 184 172 161 148 136 128 122 118
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 223 203 193 179 166 154 140 126 17 110 104
C4. Market Financing na na na na na na na na na na na.
Threshold 140 140 140 140 140 140 140 140 140 140 140
Debt service-to-exports ratio
Baseline 64.0 212 171 14.9 14.6 13.0 1.2 11.0 10 9 9
A. Alternative Scenarios
A1. Key variables at their historical averages in 2025-2035 2/ 64 23 20 19 21 21 20 21 20 20 22
B. Bound Tests
B1. Real GDP growth 64 21 17 15 15 13 1" 1" 10 9 9
B2. Primary balance 64 21 17 15 15 13 1 1 10 9 9
B3. Exports. 64 27 27 25 24 22 19 19 17 17 18
B4. Other flows 3/ 64 21 17 16 15 14 12 12 1 10 1"
BS. Depreciation 64 21 17 14 14 12 10 10 9 9 7
B6. Combination of B1-B5 64 26 24 21 20 18 16 15 14 14 13
C. Tailored Tests
C1. Combined contingent liabilities 64 21 17 15 15 13 n n 10 10 9
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na
C3. Commodity price 64 21 17 15 15 13 1 1 10 9 9
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na
Threshold 10 10 10 10 10 10 10 10 10 10 10
Debt service-to-revenue ratio

Baseline 46 15 1 9 9 7 6 6 6 5 5
A. Alternative Scenarios
A1. Key variables at their historical averages in 2025-2035 2/ 46 16 13 12 12 1 1 12 12 12 13
B. Bound Tests
B1. Real GDP growth 46 15 12 10 9 8 6 7 6 6 5
B2. Primary balance 46 15 1 9 9 7 6 6 6 5 5
B3. Exports 46 15 12 10 9 8 7 7 6 6 7
B4. Other flows 3/ 46 15 12 10 9 7 6 7 6 6 6
B5. Depreciation 46 18 14 1 10 8 7 7 7 6 5
B6. Combination of B1-B5 46 15 12 10 9 8 7 7 6 6 6
C. Tailored Tests
C1. Combined contingent liabilities 46 15 m 9 9 7 6 6 6 6 5
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 46 15 1 9 9 7 6 6 6 5 5
C4. Market Financing na na na na na na na na na na na.
Threshold 14 14 14 14 14 14 14 14 14 14 14

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.
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Table 4. Malawi: Sensitivity Analysis for Key Indicators of Public Debt, 2025-35
(Percent)

Projections 1/

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
PV of Debt-to-GDP Ratio
Baseline 72 73 75 76 78 79 81 83 85 87 88
A. Alternative Scenarios
A1. Key variables at their historical averages in 2025-2035 2/ 72 76 79 81 82 84 86 88 91 94 96
B. Bound Tests
B1. Real GDP growth 72 75 79 82 84 86 89 91 94 97 100
B2. Primary balance 72 75 79 81 82 83 85 87 89 91 93
B3. Exports 72 75 78 80 81 82 84 86 88 920 91
B4. Other flows 3/ 72 74 77 79 80 81 83 85 87 89 90
B5. Depreciation 72 73 73 73 73 74 76 76 77 79 80
B6. Combination of B1-B5 72 72 75 76 78 78 80 81 83 85 87
C. Tailored Tests
C1. Combined contingent liabilities 72 82 84 86 87 88 91 92 94 97 98
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 72 74 75 76 78 79 82 84 87 20 93
C4. Market Financing na. na. na. na. n.a. na. na. na. na. na. na.
TOTAL public debt benchmark 35 35 35 35 35 35 35 35 35 35 35
PV of Debt-to-Revenue Ratio
Baseline 415 427 421 430 457 469 480 490 503 516 526
A. Alternative Scenarios
A1. Key variables at their historical averages in 2025-2035 2/ 415 440 442 453 483 497 512 527 543 561 576
B. Bound Tests
B1. Real GDP growth 415 438 444 458 491 508 524 539 556 574 588
B2. Primary balance 415 437 446 455 484 496 507 518 530 543 553
B3. Exports 415 436 442 449 476 486 497 508 520 533 542
B4. Other flows 3/ 415 434 435 443 470 480 491 502 514 527 536
BS5. Depreciation 415 431 417 418 436 444 454 457 462 472 479
B6. Combination of B1-B5 415 424 425 432 457 466 475 484 494 506 516
C. Tailored Tests
C1. Combined contingent liabilities 415 482 475 484 514 526 538 549 561 575 585
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 415 430 423 432 460 473 488 504 522 541 556
C4. Market Financing na. na. n.a. na. na. na. na. na. n.a. na. na.
Debt Service-to-Revenue Ratio

Baseline 144 109 146 143 172 172 183 189 199 212 213
A. Alternative Scenarios
A1. Key variables at their historical averages in 2025-2035 2/ 144 112 152 147 174 173 182 186 195 206 206
B. Bound Tests
B1. Real GDP growth 144 112 153 150 183 186 199 207 220 235 238
B2. Primary balance 144 109 149 152 185 185 195 202 212 225 225
B3. Exports 144 109 147 143 172 172 184 189 200 213 214
B4. Other flows 3/ 144 109 146 143 172 172 184 189 200 213 214
B5. Depreciation 144 105 139 134 158 156 167 176 186 195 195
B6. Combination of B1-B5 144 107 144 143 173 174 182 188 197 209 211
C. Tailored Tests
C1. Combined contingent liabilities 144 109 162 168 202 197 211 216 226 239 240
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 144 109 145 141 171 173 186 194 207 222 225
C4. Market Financing na. na. n.a. 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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