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Preface
Section 42 of the new Public Finance Management Act (2015) places the responsibility of managing public debt on the Minister responsible for Finance. An important facet of debt management is the assessment of current and future debt levels with a view to ascertaining the risks and vulnerabilities associated with different borrowing options. This is the purpose of conducting a Debt Sustainability Analysis (DSA).
This Debt Sustainability Analysis Report, the 7th in a series done by Ugandan authorities without external assistance, comes at an opportune time when Government is frontloading infrastructure spending largely financed through external borrowing.
In spite of a more rapid rate of debt accumulation, this DSA Report shows that Uganda remains within the applicable thresholds, with both domestic and external debt found to be sustainable over the twenty year projection period. This is due to prudent economic management and robust economic growth, even in the face of significant external shocks.

I wish to thank the team which put this report together. This team was led by the Macroeconomic Policy Department and also comprised the Debt Management and Development Assistance and Regional Cooperation departments of this Ministry; as well as officers from the Bank of Uganda and the Parliament Budget Office.

Comments aimed at improving subsequent versions are welcome.
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Executive Summary
A Debt Sustainability Analysis (DSA) allows for the assessment of a country’s debt sustainability based on current and prospective borrowing levels. The DSA analyses the key ratios of the country’s debt stock in both nominal and present value terms; and the debt service to GDP, exports, and domestic budget revenue. These ratios are benchmarked against the sustainability thresholds for low income countries, and are also tested against exogenous shocks to determine the country’s debt vulnerability.

The results of the DSA are reliant on the assumptions related to the performance of key macroeconomic indicators. In this DSA, real GDP is projected to grow at 5.0% in FY2015/16. In the medium term, growth will average about 5.9%, before expanding to 6.2% over the long run. Government expenditure is forecast to increase from an outturn of 19.4% of GDP in 2014/15 to an average of 22% during the medium term. In tandem, the fiscal deficit (including grants) will expand from 4.6% of GDP in 2014/15 to 6.6% in 2015/16 and 2016/17. Thereafter, as revenues increase, the deficit will contract to an average of 5.6% of GDP for the rest of the NDPII period. In the long run, the fiscal deficit will average 3% of GDP, in line with the EAMU convergence criteria.  

The depreciation of the Shilling between June 2014 and June 2015 means that the stock of domestic debt, which increased from Shs 8,337.6 billion to Shs 9,969 billion over this period, actually declined in dollar terms from US$ 3.2 billion to US$ 3.0 billion. Whereas the stock of external debt grew from US$ 4.3 billion to US$ 4.4 billion between June 2014 and June 2015, it was not sufficient to offset the decline in domestic debt. Thus the total public debt stock declined in dollar terms from US$ 7.5 billion to US$ 7.4 billion over this period.

Public debt is projected to increase to US$ 8.3 billion by June 2016, with the higher rate of debt accumulation being on account of increased borrowing to finance a number of key infrastructure projects in 2016 and the medium term. 

The results of this DSA show that both domestic and external public and publicly guaranteed debt are sustainable over the twenty year projection period. The PV of debt to GDP increases from 24.1% in 2014/15 to peak at 33.9% in 2018/19, well below the indicative thresholds of 50% for both the PDMF and the EAMU convergence criteria.

Despite being sustainable, standardised stress tests find that debt is vulnerable to a depreciation of the Shilling, which would have implications for the country’s ability to meet its debt service obligations. Debt service is also be affected by the slow growth of exports as well as the tax revenue effort, which remains below that of other EAC countries. Government’s commitment to increase the tax to GDP ratio by 0.5% every year is an important step in addressing this challenge, as is the inter-ministerial panel of experts set up to advise on how to enhance Uganda’s export receipts. 

1.0 Introduction

Government is committed to addressing the country’s infrastructure gap in a manner that does not jeopardise debt sustainability. To achieve this, it is critical that debt is monitored and assessed on a regular basis. Section 42 of the Public Finance Management Act, 2015, places the responsibility of managing public debt on the Minister responsible for Finance. Pursuant to this, the Ministry of Finance, Planning and Economic Development, in collaboration with the Bank of Uganda and the Parliamentary Budget Office, prepares an annual Debt Sustainability Analysis (DSA) Report. 
The report uses a consistent macroeconomic framework to assess Uganda’s current and future debt levels, as well as the country’s ability to meet its debt obligations and any risks and vulnerabilities that might arise therefrom. The assessment uses the IMF/World Bank Debt Sustainability Framework for Low Income Countries (LIC-DSF). The framework uses 20-year projections to assess the performance of a country’s debt burden indicators against pre-determined thresholds. The thresholds depend on a country’s institutional capacity, which is derived from the World Bank’s Country Policy and Institutional Assessment (CPIA).
The rest of this report is structured as follows: Section 2 sets the context for the report, highlighting the current levels of debt and discussing the assumptions underpinning the DSA. Section 3 presents and discusses the results of the analysis while Section 4 concludes. 

2.0 Setting the Context

This section places the DSA in context by reviewing the evolution of Uganda’s public debt over the last decade and discussing the underlying assumptions of the DSA. The section ends by discussing Uganda’s recent CPIA downgrade, and the implications thereof. 

2.1 Evolution of Public Debt
The depreciation of the Shilling between June 2014 and June 2015
 means that the stock of domestic debt, which increased from Shs 8,337.6 billion to Shs 9,969 billion over this period, actually declined in dollar terms from US$ 3.2 billion to US$ 3.0 billion. 

Whereas the stock of external debt grew from US$ 4.30 billion to US$ 4.38 billion between June 2014 and June 2015, it was not sufficient to offset the decline in domestic debt. Thus the total public debt stock declined from US$ 7.5 billion to US$ 7.4 billion over this period.

Public debt is projected to increase to US$ 8.3 billion by June 2016, with the higher rate of debt accumulation being on account of increased borrowing to finance a number of key infrastructure projects in 2016 and the medium term. 
The nominal debt to GDP ratio rose from 28.5% in June 2014 to 32.7% in June 2015, of which external and domestic debt comprised 19.4% and 13.3%, respectively. In the medium to long term, the ratio of nominal debt to GDP is projected to peak at 43.0% in 2018/19, before declining to 28.0% in 2025/26. The increase in debt between 2015/16 and 2018/19 is on account of the large infrastructure projects aimed at enhancing Uganda’s productive capacities. These projects are expected to have a high growth potential, which will enhance Uganda’s ability to repay its debt. 
In Present Value (PV)
 terms, the debt to GDP ratio is projected to peak at 33.9% in 2018/19 from 24.1% in 2014/15. This is significantly below the 50% threshold contained in the EAMU Protocol and Uganda’s 2013 Public Debt Management Framework (PDMF). However, the increasingly non-concessional nature of Uganda’s debt means that the PV of debt will rise more rapidly in the medium term. 

Figure 1 below depicts the evolution of public debt over the last decade. The stock and share of domestic debt has risen significantly since Government started raising resources for fiscal purposes from the domestic markets in FY2012/13. The decision to issue domestic debt for fiscal purposes was based on the need to diversify financing sources, develop the domestic financial markets and reduce the exposure to foreign exchange risk which comes with external borrowing
.
Figure 1: Evolution of Public Debt
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Source: Ministry of Finance, Planning and Economic Development

The bulk of Uganda’s external debt stock is owed to multilateral creditors (mainly IDA and ADB/F), who account for over 83.8% of the total external debt portfolio. Due to the highly concessional nature of loans from these creditors, the PV of external debt continues to be much lower than the nominal value. Bilateral creditors currently account for only 16.2% of the external debt portfolio. However, the proportion of the stock owed to non-Paris Club members – particularly China – is growing rapidly. 
Domestic debt stock was 13.3% of GDP in FY2014/15 and accounted for over 90% of Government’s total interest payments. This was because of the relatively high market interest rates on Treasury Instruments compared to the largely concessional terms on external debt. Domestic debt shall continue to be issued exclusively for fiscal policy purposes and to further develop domestic financial markets. The ratio of Treasury-Bonds to Treasury-Bills stands at 67:33, slightly below the PDMF target ratio of 70:30. This is mainly due to lack of depth in the market, which continues to exhibit higher demand for shorter dated securities. It is also a deliberate move to avoid locking in high interest obligations for longer periods, given the current climate of higher than usual yields on treasury instruments.
2.2 Risk profile of Uganda’s existing debt
Uganda’s external debt, which is nearly 60% of the total debt stock, largely comprises concessional loans characterised by long repayment periods and very low fixed interest rates. As such, developments in the overall risk and cost profile of the debt portfolio are mainly influenced by the external debt, as described below.

Table 1: Cost & Risk Indicators, June 2015
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Amount (in millions of USD) 4 380.1   3 019.2     7 399.3     

Nominal debt as % GDP 19.4        13.3         32.7          

PV as % of GDP 10.4        13.3         23.8          

Cost of debt Weighted Av. IR (%) 0.9         13.6         5.9           

Refinancing risk ATM (years) 18.3        3.1           12.3          

Debt maturing in 1yr (% of total) 2.8         45.1         19.4          

Interest rate risk ATR (years) 18.3        3.1           12.3          

Debt refixing in 1yr (% of total) 2.8         45.1         19.4          

Fixed rate debt (% of total) 100.0      100.0       100.0        

FX risk FX debt  (% of total debt) 60.8          

ST FX  debt (% of reserves) 4.2           

Source: MTDS 
Weighted Average Interest Rate (WAIR)
The domestic debt WAIR increased from 12.3% for the year ending June 2014 to 13.6% for the year ending June 2015. This increase was mitigated by the reduction in the external WAIR from 1% to 0.9% over the two periods, leaving the weighted average interest rate of the total debt portfolio unchanged at 5.9%.

Refinancing/Rollover Risks 

The wide disparity in the average time to maturity (ATM) of external debt (18.3 years) and domestic debt (3.1 years) is explained by the fact that external debt is made up of loans with long maturities; while almost half of domestic debt (45.1 %), is maturing within one year. As a result, the redemption profile (Figure 2) shows a peak of principal payment in the next year due to short-term securities. The redemption profile for external debt over the long term is relatively smooth. Overall, both the ATM and the proportions of debt maturing in a 1 and 2 years suggest low refinancing risk exposure for Uganda’s public debt portfolio. The refinancing/rollover risk remains large for domestic debt as 45.1 per cent of domestic debt is due to mature within one year compared to only 2.8 % of external debt.

Average Time to Re-fixing (ATR) 

The ATR refers to the average time required to reset the interest rate for the debt portfolio, and indicates the exposure of the debt portfolio to changes in interest rates.

The portfolio’s ATR at end-June 2015 was 12.3 years, constituted by the ATM for external and domestic debt of 18.3 and 3.1 years respectively. This indicator suggests very low exposure to interest rate risks for the aggregated portfolio given the length of the maturity profile for the entire public debt at relatively low interest rates. The risk is nevertheless high for domestic debt given the largely short term nature of the debt instruments requiring earlier interest re-fixing at interest rates that are likely to be higher. The debt portfolio is still less vulnerable to interest rate risk volatility as the portfolio is predominantly made up of fixed rate debt.
Figure 2: Redemption Profile as at End June 2015
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2.3 Assumptions
This section provides the key assumptions underlying the analysis in the report. The assumptions are derived from a consistent macroeconomic framework, and take into account Government’s medium term fiscal strategy.

2.3.1 Macroeconomic Assumptions 
Real GDP is projected to grow at 5.0% in FY2015/16. In the medium term, growth will average about 5.9%, before expanding to 6.2% over the long run. This growth will be driven by increased productive capacity in the economy, supported by improved infrastructure, particularly in the energy and transport sectors.  

Annual headline inflation is projected to rise from an outturn of 2.7% in FY2014/15 to 7.7% in FY2015/16. This increase is largely due to pass through of the Shilling depreciation against the dollar as well as higher food prices following unfavourable weather patterns. Annual headline inflation is projected to fall to 6.3% in 2016/17, after which it will reduce to an average of 5% over the medium term, well within the EAMU convergence criterion of 8%. 

The nominal exchange rate is projected to depreciate at an annual average of 4.8% over the medium term. In the long term, an average appreciation of 4.2% per annum is projected, occasioned by increased inflows of foreign exchange following the on-set of oil production, as well as the expected increase in FDI as the economy becomes more productive. 

2.3.2 Fiscal Assumptions
The second National Development Plan (NDPII), which will span the period 2015/16 to 2019/20, outlines an ambitious pipeline of projects to be implemented during this period. These projects are critical to the achievement of Uganda’s aspiration to transform from a peasant to a modern and prosperous country in 30 years, as set out in the Vision 2040. 

Consistent with these aspirations, but also mindful of the need to ensure debt sustainability, Government expenditure is forecast to increase from an outturn of 19.4% of GDP in 2014/15 to an average of 22% during the medium term. In tandem, the fiscal deficit (including grants) will expand from 4.6% of GDP in 2014/15 to 6.6% in 2015/16 and 2016/17. Thereafter, as revenues increase, the deficit will contract to an average of 5.6% of GDP for the rest of the NDPII period. In the long run, the fiscal deficit will average 3% of GDP, in line with the EAMU convergence criteria.  

2.3.3 Financing Assumptions

In light of the high interest costs associated with domestic borrowing; and with a view to ensuring adequate growth of private sector credit, Government will scale back on domestic financing in the medium term. As such, the deficit will be largely financed using external resources during this period. In the long term, as domestic markets become more developed, Government will turn more to domestic resources for financing.
Government shall continue to prioritize concessional financing as the preferred means of meeting external financing requirements. However, given the paucity of concessional
 financing – particularly as Uganda approaches middle-income status – non-concessional borrowing will gain prominence especially in funding large infrastructure projects.  In the medium term, non-concessional loans will be used to finance a number of infrastructure projects, including the first phase of the standard gauge railway; the Karuma, Ayago and Isimba hydropower dams; a number of transmission lines and industrial substations; rehabilitation of Entebbe international Airport; construction of the Albertine Region Airport; and a number of roads to support the oil and gas sector, enhance tourism and improve competitiveness. 
2.3.4 Balance of Payments Assumptions
In the medium term, commodity prices of exports and imports are taken from the IMF’s World Economic Outlook (WEO) while volumes are based on real growth rates of the relevant sub-sectors. In the outer years, the value of exports and imports of goods and services are forecast as a constant share of GDP. 

Income inflows/outflows in the medium term are projected as the stock of financial assets/liabilities in the previous period, multiplied by LIBOR. LIBOR projections are taken from the IMF’s WEO. Inflows of private transfers are forecast to grow in line with nominal GDP growth of advanced economies in the medium term, and thereafter grow at a constant rate of 4.1%, derived as an average for the medium term. 

FDI and capital inflows are projected to grow in line with Uganda’s nominal GDP growth in dollar terms in the medium term, and are forecast to grow at an average growth rate of 5.5% thereafter. The stock of gross reserves is fixed at 4.5 months of future import cover for outer years in line with the East African Community (EAC) Monetary Union convergence criteria. 

2.4 CPIA Downgrade
The Country Policy and Institutional Assessment (CPIA) is an index computed annually by the World Bank for all member countries. The index comprises sixteen indicators clustered into four pillars, namely: Economic Management; Structural Policies; Policies for Social Inclusion and Equity; and Public Sector Management and Institutions. The LIC-DSF allocates thresholds for a assessing a country’s debt sustainability depending on the country’s CPIA rating, as illustrated in Table 2 below. 

Table 2: DSA Thresholds

	CPIA Rating
	PV of External debt as % of:
	External Debt service as % of:

	
	GDP
	Exports
	Revenue
	Exports
	Revenue

	Weak
	30
	100
	200
	15
	25

	Medium
	40
	150
	250
	20
	30

	Strong
	50
	200
	300
	25
	35


Source: IMF/World Bank

In July 2015, Uganda was downgraded from strong to medium performer. This subjects Uganda to lower thresholds for external debt indicators, increasing the risk of breach. This downgrade underscores the importance of current efforts to improve governance, transparency and financial management. 
3.0 Results of Debt Sustainability Analysis

This section presents findings of the analysis. A key message from the analysis is that whereas Uganda’s debt is sustainable, increased risks and vulnerabilities mean that good economic management and prudent accumulation of debt are more important than before.

3.1 Sustainability of External Public and Publicly Guaranteed Debt

External public and publicly guaranteed debt is found to be sustainable over both the medium and long term. The solvency and liquidity ratios all fall below their indicative thresholds throughout the projection period. The PV of external public and publicly guaranteed (PPG) debt to GDP doubles from 10.7% in 2014/15 to a peak of 23.2% in 2019/20, before reducing to 5.5% at the end of the projection period (2035/36). Even at its peak, this indicator is well below the PDMF threshold of 30% and the indicative threshold for CPIA medium performers of 40%.
The other solvency indicators (PV of debt to GDP and PV of debt to revenue) also remain significantly below their respective thresholds. This reflects the largely concessional nature of Uganda’s debt stock. Both ratios increase markedly in 2018/19 and 2019/20, highlighting the need for Uganda to continue its cautious approach to debt accumulation. Liquidity ratios also remain well within the thresholds, although they also increase rapidly in the medium term.
Subjecting the baseline to standardised stress tests reveals vulnerabilities related to depreciation of the shilling and deterioration in the terms of trade.
 Given that the Uganda shilling lost 40% of its value between September 2014 and September 2015, further depreciation would have significant implications for debt service obligations. The stagnation in growth of export receipts is also noteworthy. Between September 2014 and September 2015, exports grew at a monthly average of just 0.3%. The IMF
 projects that the price of coffee, Uganda’s single most important export, will decline by 20% in 2016. This could adversely affect the terms of trade. 
Table 3 presents a summary of the performance over the medium term of solvency and liquidity ratios for external PPG debt.
Table 3: Summary of External Debt Sustainability Assessment
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Thresholds 

(%)

2015 2016 2017 2018 2019 2020 2021

Medium 

Term 

Avg

Solvency Ratios

PV of External Debt to GDP 40 10.7 15.2 17.4 20.1 22.7 23.2 22.0 20.1

PV of External Debt to Export of Goods & Services 150 57.1 65.9 82.0 100.9 115.3 118.3 120.8 100.5

PV of External Debt to Domestic Budget Revenue 250 79.4 110.6 121.5 135.6 147.8 146.2 135.7 132.9

Liquidity Ratios

External Debt Service to Export of Goods & Services 20 1.8 2.0 2.8 3.8 4.6 5.6 6.1 4.2

External Debt Service to Domestic Budget Revenue 20 2.5 3.4 4.2 5.1 5.9 6.9 6.9 5.4


Source: Ministry of Finance, Planning and Economic Development
3.2 Sustainability of Public Debt
Public debt includes domestic and external PPG debt. As with the external PPG discussion in section 3.1 above, public debt indicators continue to show that Uganda’s debt is sustainable in the medium and long term. The PV of public debt increases from 24.1% in 2014/15 to peak at 33.9% in 2018/19 and 2019/20. This increase is driven by the PV of external debt to GDP, which doubles between 2014/15 and 2019/20. The PV of domestic debt to GDP is at its highest in 2014/15, and declines throughout the medium term. This reflects Government’s decision to scale back on domestic borrowing, as discussed in section 2.2.3. 
Throughout the projection period, the PV of public debt remains below the PDMF and EAMU convergence criterion of 50%, which emphasizes the sustainability of Uganda’s debt. The higher rate of debt accumulation in the medium term – compared to previous periods – is indicative of Government’s deliberate decision to frontload infrastructure investment, a necessary step if Uganda is to achieve the development goals contained in the NDPII. 

The PV of debt service to revenue ratio, which averages about 40% in the medium term, is one of the highest among low income countries. It is driven by the short maturities of domestic debt, as well as low tax revenue collections. The low tax revenue collections also affect the ratio of interest cost to revenue, which is averages 17.2% in the medium term, above its PDMF benchmark of 15%. This highlights the need to increase the maturity of domestic debt by issuing longer dated securities; and the importance of enhancing revenue mobilisation efforts. Government is currently implementing a number of reforms aimed at improving the depth of the domestic securities market, which will enable the issuing of longer dated instruments. In addition, Government has set a target of increasing the tax to GDP ratio by 0.5% every year through policy and administrative measures spelt out in the budget speech each year.
Subjecting public debt indicators to standardised stress tests shows, as in Section 3.1, that there are significant vulnerabilities related to the depreciation of the Shilling. This is particularly the case for indicators related to debt service.
Table 4: Summary of Public Debt Sustainability Assessment
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Strategy 

Thresholds 

(%)

2015 2016 2017 2018 2019 2020 2021

Medium 

Term 

Avg

Nominal Public Debt-to-GDP

32.7

37.1 38.7 40.8 43.0 42.5 39.6

40.3

o/w External 

19.4 24.7 26.4 29.1 31.8 31.8 29.8

28.9

o/w Domestic 13.3 12.4 12.3 11.7 11.2 10.7 9.8 11.3

PV of Public Debt-to-GDP 50

24.1 27.5 29.6 31.8 33.9 33.9 31.8

31.4

o/w External  30

10.7 15.2 17.4 20.1 22.7 23.2 22.0

20.1

o/w Domestic 20 13.3 12.4 12.3 11.7 11.2 10.7 9.8 11.3

Total Interest Cost-to-Revenue 15 13.8 18.5 17.5 16.6 16.9 16.7 16.8 17.2


Source: Ministry of Finance, Planning and Economic Development

4.0 Conclusion
Both domestic and external public and publicly guaranteed debt are found to be sustainable over the twenty year projection period. The PV of debt to GDP increases from 24.1% in 2014/15 to peak at 33.9% in 2018/19, well below the indicative thresholds of 50% for both the PDMF and the EAMU convergence criteria.
Despite being sustainable, standardised stress tests find our debt to be vulnerable to a depreciation of the Shilling, which would have implications for the country’s ability to meet its debt service obligations. Debt service is also be affected by the slow growth of exports and the tax revenue effort, which remains below that of other EAC countries. Government’s commitment to increase the tax to GDP ratio by 0.5% every year is an important step in addressing this challenge, as is the inter-ministerial panel of experts set up to advise on how to enhance Uganda’s export receipts. 
The country also faces increased exposure to interest rate variations, arising from both the volatile domestic market and the increasingly non-concessional nature of external loans, some of which are contracted at variable rates. 
Government has adhered to the provisions of the PDMF, which requires that non-concessional loans be contracted only for the financing of infrastructure projects whose rate of return exceeds the rate of interest charged. Such projects contribute to GDP and tax revenue growth and help reduce the country’s debt in the long run. However, the timely and efficient implementation of projects is necessary for this model to be successful. It is critical that feasibility studies are undertaken before financing is sought to avoid payment of additional interest and commitment fees. In addition, land acquisition and procurement processes should be concluded efficiently to avoid project delays and cost overruns.
The recent CPIA downgrade illustrates the importance of Government’s efforts towards more prudent management of public finances – particularly through the provisions of the PFM Act 2015 – as well as efforts to fight corruption and enhance good governance.

Finally, it is also important that a medium term project profile is agreed upon and adhered to. This will make it easier to monitor and manage debt.
Appendices
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4150
5348

2951
620
as2

4761

39772

FY18/19
201371

2502

50857
52300
s5.00
6667
35000

1564
1564

s128
23743

4010
1500

13950

FY19/20
199234

2502

16050
56525

6667

35000

6257

1952
1952

35829

1000
2250

8729
1100

6306
1984
2830

1860
1210
504
55762

FY20/21
50305

22960
22435

18842

2250

4150
021

1860
445

679.09

FY21/22
101172

51671
5065

18842

12514

11709

620

FY22/23
78271

38751
5065

18842

15613

FY23/24
28029

22063
5065

FY24/25
12242

7176
5065
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6/

Standard

6/

Average Deviation

 2016-2021  2022-2036

2013 2014 2015 2016 2017 2018 2019 2020 2021

Average

2026 2036

Average

External debt (nominal) 1/ 30.0 30.0 34.7 44.3 45.3 47.5 51.1 50.0 47.4 28.7 12.0

of which: public and publicly guaranteed (PPG) 15.7 16.3 19.4 24.7 26.4 29.1 31.8 31.8 29.8 16.5 5.5

Change in external debt 2.9 0.0 4.7 9.6 0.9 2.2 3.6 -1.0 -2.6 -4.0 -0.9

Identified net debt-creating flows  1.7 2.1 6.4 4.3 6.0 6.1 3.6 1.4 -0.1 1.1 0.2

Non-interest current account deficit 5.3 8.1 8.6 6.4 2.4 8.4 10.1 10.1 8.4 5.7 4.3 4.2 0.7 2.3

Deficit in balance of goods and services 10.3 10.0 11.2 11.9 13.0 12.5 10.8 8.0 5.6 6.4 1.4

Exports  20.3 18.7 18.8 23.0 21.2 19.9 19.7 19.6 18.2 24.0 30.4

Imports  30.6 28.8 30.1 34.9 34.1 32.4 30.4 27.6 23.8 30.4 31.8

Net current transfers (negative = inflow) -6.0 -4.5 -5.3 -7.3 2.1 -6.1 -5.4 -4.7 -4.4 -4.2 -3.4 -1.8 -0.6 -1.4

of which: official -1.4 -0.8 -0.9 -0.9 -0.8 -0.4 -0.3 -0.3 -0.2 -0.1 0.0

Other current account flows (negative = net inflow) 1.0 2.6 2.6 2.6 2.5 2.3 2.0 1.9 2.0 -0.5 -0.2

Net FDI (negative = inflow) -2.4 -3.8 -3.0 -3.7 1.3 -2.5 -2.5 -2.5 -3.1 -3.3 -3.0 -2.2 -0.6 -1.7

Endogenous debt dynamics 2/ -1.2 -2.3 0.9 -1.6 -1.6 -1.5 -1.7 -1.0 -1.4 -0.9 0.1

Contribution from nominal interest rate 0.3 0.3 0.3 0.4 0.7 1.0 1.3 1.5 1.3 0.9 0.7

Contribution from real GDP growth  -0.8 -1.3 -1.5 -2.0 -2.3 -2.5 -3.1 -2.5 -2.7 -1.8 -0.6

Contribution from price and exchange rate changes  -0.7 -1.3 2.1 … … … … … … … …

Residual (3-4) 3/ 1.2 -2.1 -1.7 5.3 -5.1 -3.9 0.0 -2.4 -2.6 -5.1 -1.1

of which: exceptional financing 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0

PV of external debt 4/ ... ... 26.1 34.8 36.2 38.5 41.9 41.4 39.7 24.8 10.8

In percent of exports  ... ... 138.9 151.0 171.1 193.1 213.3 211.1 217.9 103.6 35.5

PV of PPG external debt ... ... 10.7 15.2 17.4 20.1 22.7 23.2 22.0 12.6 4.2

In percent of exports  ... ... 57.1 65.9 82.0 100.9 115.3 118.3 120.8 52.7 13.9

In percent of government revenues ... ... 79.4 110.6 121.5 135.6 147.8 146.2 135.7 67.6 18.7

Debt service-to-exports ratio (in percent) 8.4 9.2 6.1 5.1 6.9 8.9 10.5 12.0 12.2 10.6 7.5

PPG debt service-to-exports ratio (in percent) 2.3 2.3 1.8 2.0 2.8 3.8 4.6 5.6 6.1 4.5 1.5

PPG debt service-to-revenue ratio (in percent) 4.1 3.9 2.5 3.4 4.2 5.1 5.9 6.9 6.9 5.7 2.0

Total gross financing need (Billions of U.S. dollars) 1.2 1.7 1.8 1.6 2.4 2.8 2.4 1.7 1.4 4.0 9.3

Non-interest current account deficit that stabilizes debt ratio  2.4 8.1 3.8 -1.2 9.2 7.9 4.8 6.7 6.9 8.2 1.6

Key macroeconomic assumptions

Real GDP growth (in percent) 3.3 4.8 5.0 6.8 2.5 5.0 5.9 6.2 7.0 5.3 6.2 5.9 6.8 5.1 5.9

GDP deflator in US dollar terms (change in percent) 2.6 4.4 -6.6 4.5 9.5 -17.9 8.1 6.8 1.3 2.7 8.3 1.6 13.6 7.5 10.1

Effective interest rate (percent) 5/ 1.2 1.1 0.9 1.0 0.2 1.1 1.8 2.5 3.0 3.2 3.0 2.4 3.5 6.4 4.3

Growth of exports of G&S (US dollar terms, in percent) 6.6 1.1 -1.5 14.8 11.8 5.6 5.3 6.7 7.0 7.8 6.7 6.5 20.9 14.7 20.9

Growth of imports of G&S (US dollar terms, in percent) -1.8 2.8 2.5 14.7 12.8 0.2 11.9 7.7 1.7 -1.8 -0.9 3.1 18.9 14.1 19.1

Grant element of new public sector borrowing  (in percent) ... ... ... ... ... 19.4 19.4 19.4 20.2 20.2 20.2 19.8 20.2 19.4 19.9

Government revenues (excluding grants, in percent of GDP) 11.3 11.1 13.5 13.7 14.3 14.8 15.3 15.9 16.2 18.7 22.5 20.3

Aid flows (in Billions of US dollars) 7/ 0.3 0.4 0.3 0.7 0.7 0.6 0.6 0.6 0.5 0.3 0.3

of which: Grants 0.3 0.4 0.3 0.4 0.4 0.3 0.2 0.2 0.2 0.0 0.0

of which: Concessional loans 0.0 0.0 0.0 0.3 0.3 0.4 0.4 0.4 0.2 0.3 0.3

Grant-equivalent financing (in percent of GDP) 8/ ... ... ... 2.9 2.5 2.0 1.7 1.5 1.0 0.3 0.1 0.2

Grant-equivalent financing (in percent of external financing) 8/ ... ... ... 41.4 38.7 31.8 30.2 31.1 34.5 20.2 19.4 19.9

Memorandum items:

Nominal GDP (Billions of US dollars)   24.6 26.9 26.4 22.8 26.1 29.6 32.1 34.7 39.9 89.8 398.1

Nominal dollar GDP growth   6.0 9.4 -1.9 -13.8 14.5 13.4 8.4 8.1 15.0 7.6 21.3 13.0 16.6

PV of PPG external debt (in Billions of US dollars) 2.4 3.3 4.4 5.7 6.9 8.0 8.8 11.3 16.8

(PVt-PVt-1)/GDPt-1 (in percent) 3.4 4.6 4.9 4.3 3.4 2.1 3.8 0.7 0.0 0.6

Gross workers' remittances (Billions of US dollars)   1.1 1.0 1.2 1.2 1.2 1.2 1.3 1.3 1.2 1.5 2.3

PV of PPG external debt (in percent of GDP + remittances) ... ... 10.3 14.4 16.6 19.3 21.8 22.3 21.3 12.4 4.2

PV of PPG external debt (in percent of exports + remittances) ... ... 46.2 53.8 67.3 83.3 95.7 98.8 103.2 49.2 13.6

Debt service of PPG external debt (in percent of exports + remittances) ... ... 1.5 1.6 2.3 3.1 3.8 4.7 5.2 4.2 1.5

Sources: Country authorities; and staff estimates and projections.

0

1/ Includes both public and private sector external debt.

2/ Derived as [r - g - ρ(1+g)]/(1+g+ρ+gρ) times previous period debt ratio, with r = nominal interest rate; g = real GDP growth rate, and ρ = growth rate of GDP deflator in U.S. dollar terms. 

3/ Includes exceptional financing (i.e., 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/ Assumes that PV of private sector debt is equivalent to its face value.

5/ Current-year interest payments divided by previous period debt stock.  

6/ Historical averages and standard deviations are generally derived over the past 10 years, subject to data availability. 

7/ Defined as grants, concessional loans, and debt relief.

8/ 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).

Actual 

Table 2a .Uganda: External Debt Sustainability Framework, Baseline Scenario, 2013-2036 1/

(In percent of GDP, unless otherwise indicated)

Projections
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2013 2014 2015

Average

5/ Standard 

Deviation

5/

2016 2017 2018 2019 2020 2021

2016-21 

Average

2026 2036

2022-36 

Average

Public sector debt 1/ 26.3 28.5 32.7 37.1 38.7 40.8 43.0 42.5 39.6 28.0 5.5

of which: foreign-currency denominated 15.7 16.3 19.4 24.7 26.4 29.1 31.8 31.8 29.8 16.5 5.5

Change in public sector debt 3.0 2.2 4.1 4.4 1.6 2.1 2.2 -0.4 -3.0 -2.3-18.6

Identified debt-creating flows 3.2 2.7 6.3 5.6 2.2 2.4 2.6 -0.1 -2.0 -1.7 0.8

Primary deficit 2.6 3.5 2.8

2.1 1.3

4.1 4.1 3.7 3.3 2.0 0.6

3.0

0.2 2.8

0.4

Revenue and grants 12.4 12.5 14.8 15.7 15.9 15.8 16.1 16.5 16.7 18.7 22.5

of which: grants 1.1 1.4 1.2 1.9 1.6 1.0 0.7 0.6 0.5 0.0 0.0

Primary (noninterest) expenditure 15.1 16.0 17.5 19.8 19.9 19.5 19.3 18.5 17.3 18.8 25.4

Automatic debt dynamics 0.5 -0.8 3.5 1.5 -1.9 -1.3 -0.7 -2.1 -2.6 -1.8 -2.1

Contribution from interest rate/growth differential 0.1 -0.5 -0.1 -0.3 -0.4 -0.6 -0.9 -0.6 -0.9 -0.1 -1.8

of which: contribution from average real interest rate 0.8 0.7 1.3 1.3 1.6 1.6 1.8 1.6 1.5 1.9 -0.6

of which: contribution from real GDP growth -0.7 -1.2 -1.4 -1.6 -2.1 -2.3 -2.7 -2.2 -2.5 -1.9 -1.2

Contribution from real exchange rate depreciation 0.4 -0.3 3.6 1.8 -1.4 -0.7 0.2 -1.6 -1.7 ... ...

Other identified debt-creating flows 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Privatization receipts (negative) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Recognition of implicit or contingent liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 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 0.0 0.0

Other (specify, e.g. bank recapitalization) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Residual, including asset changes -0.1 -0.5 -2.1 -1.2 -0.6 -0.4 -0.4 -0.3 -1.0 -0.6-19.4

Other Sustainability Indicators

PV of public sector debt ... ... 24.1 27.5 29.6 31.8 33.9 33.9 31.8 24.2 4.2

of which: foreign-currency denominated ... ... 10.7 15.2 17.4 20.1 22.7 23.2 22.0 12.6 4.2

of which: external ... ... 10.7 15.2 17.4 20.1 22.7 23.2 22.0 12.6 4.2

PV of contingent liabilities (not included in public sector debt) ... ... ... ... ... ... ... ... ... ... ...

Gross financing need 2/ 14.2 16.1 13.9 14.8 14.1 13.5 12.8 11.6 9.8 10.4 8.2

PV of public sector debt-to-revenue and grants ratio (in percent) … … 162.9 175.8 186.9 201.1 211.0 205.3 190.1 129.5 18.7

PV of public sector debt-to-revenue ratio (in percent)  … … 177.9 200.6 207.5 214.4 220.7 213.6 196.3 129.5 18.7

of which: external 3/ … … 79.4 110.6 121.5 135.6 147.8 146.2 135.7 67.6 18.7

Debt service-to-revenue and grants ratio (in percent) 4/ 61.8 71.1 49.7 42.8 42.1 40.4 39.7 39.6 37.8 38.9 2.0

Debt service-to-revenue ratio (in percent) 4/ 67.8 79.8 54.3 48.9 46.7 43.1 41.6 41.2 39.1 38.9 2.0

Primary deficit that stabilizes the debt-to-GDP ratio -0.4 1.3 -1.4 -0.3 2.5 1.6 1.1 2.5 3.5 2.4 21.5

Key macroeconomic and fiscal assumptions

Real GDP growth (in percent) 3.3 4.8 5.0 6.8 2.5 5.0 5.9 6.2 7.0 5.3 6.2 5.9 6.8 5.1 5.9

Average nominal interest rate on forex debt (in percent) 1.2 1.1 0.9 0.9 0.2 1.4 1.9 2.4 2.6 2.8 2.8 2.3 2.9 2.9 2.9

Average real interest rate on domestic debt (in percent) 9.4 7.4 10.9 2.3 8.2 10.3 14.3 13.6 14.6 13.0 14.0 13.3 17.0 ... 17.1

Real exchange rate depreciation (in percent, + indicates depreciation) 3.2 -1.8 23.2 -1.6 15.9 9.7 ... ... ... ... ... ... ... ... ...

Inflation rate (GDP deflator, in percent) 4.1 2.1 4.0 9.6 9.1 8.2 3.9 3.2 3.1 4.9 5.6 4.8 5.9 4.0 5.1

Growth of real primary spending (deflated by GDP deflator, in percent) 5.3 11.2 15.2 3.2 5.6 18.4 6.7 4.2 5.9 1.0 -0.9 5.9 7.9 6.6 8.7

Grant element of new external borrowing (in percent) ... ... ... … … 19.4 19.4 19.4 20.2 20.2 20.2 19.8 20.2 19.4 ...

Sources: Country authorities; and staff estimates and projections.

1/ [Indicate coverage of public sector, e.g., general government or nonfinancial public sector. Also whether net or gross debt is used.]

2/ 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. 

3/ Revenues excluding grants.

4/ Debt service is defined as the sum of interest and amortization of medium and long-term debt.

5/ Historical averages and standard deviations are generally derived over the past 10 years, subject to data availability.

Table 2b. Uganda: Public Sector Debt Sustainability Framework, Baseline Scenario, 2013-2036

(In percent of GDP, unless otherwise indicated)

Actual  Projections


� The end period exchange rate for the Shilling against the dollar was 2599.7 in June 2014. The corresponding rate was 3301.8 in June 2015. 


� The Present Value (PV) captures the degree of concessionality of the debt stock. The more concessional the debt, the lower the PV compared to the nominal value. The PV is equal to the nominal value for external debt obtained on commercial terms and for domestic debt. The benchmarks by which Uganda is assessed, such as those in the LIC-DSF; the PDMF and the EAMU convergence criteria, are all specified in PV terms. 


� All of Uganda’s domestic debt is issued in Uganda Shillings. 


� Concessional loans are those whose grant element is not less than 35%. These typically come from multilateral creditors such as the IDA and the ADF/B.


� The terms of trade would deteriorate is there was a reduction in the price of exports and/or increase in the price of imports


� Regional Economic Outlook for Sub-Saharan Africa, International Monetary Fund, October 2015. 






