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Due to the appreciation of the som and re-prioritization of public investment projects,
the outlook for debt sustainability in the Kyrgyz Republic has improved significantly.
External public debt is expected to decline to 60.7 percent of GDP in 2016 from

64.6 percent in the previous year, and the DSA assesses the Kyrgyz Republic to remain at
moderate risk of debt distress. However, the debt outlook remains vulnerable, in
particular to a sizeable exchange rate depreciation or scaling-up of public investment,
which could tilt the assessment to high risk of debt distress. In order to avoid this adverse
development, the authorities need to remain cautious when contracting and
guaranteeing new debt and continue fiscal consolidation.!

! The updated CPIA score of Kyrgyz is 3.58, which is an average of the 2013-15 period, maintaining the
classification of the Kyrgyz Republic as a medium policy performer.



KYRGYZ REPUBLIC

I UNDERLYING ASSUMPTIONS

1. The current DSA takes into account the revised macroeconomic assumptions compared to
the second review. Based on economic developments in the first nine months of the year, 2016 economic
growth is now expected to be weaker than at the time of the second review. Due to weak imports driven by
sluggish economic activity and the scaling back of public investment projects, the current account deficit
will decline further. Following the steady appreciation of the Kyrgyz som in the beginning of the year, the
exchange rate has stabilized in recent months and most likely will remain stronger than expected in the
medium-term. The postponement of some of the externally financed public investment projects resulted in
an improved fiscal balance (including on-lending) in 2016, but some deterioration in the medium-term.

Selected Indicators

2016 2017 2018 2019 2020

Real GDP growth

Current DSA 2.6 23 29 5.9 53

Previous DSA (Second Review) 3.0 3.0 52 46 5.7
Overall fiscal balance (percent of GDP)*

Current DSA -79 -62 -40 -30 ~-15

Previous DSA (Second Review) -88 -52 -28 -20 -05
Current account balance (percent of GDP)

Current DSA -100 -136 -138 -119 -117

Previous DSA (Second Review) -152 -153 -126 -122 -101
PIP Disbursements

Current DSA 366 406 356 350 323

Previous DSA (Second Review) 497 385 310 312 298

*Including onlending
Sources: Authorities data and IMF staff calculations.

I EXTERNAL DSA

2. The debt outlook has improved, but remains vulnerable to external and domestic shocks.
Driven by the som appreciation and the postponement of some public investment projects by the
authorities, external public and publicly guaranteed debt? is projected to decrease to 60.7 percent of GDP
in 2016, compared to 64.6 percent in 2015. The 2016 external debt ratio had been revised down by

9.5 percentage points from the previous DSA due to the stronger than anticipated exchange rate and the
authorities’ decision to re-prioritize some externally financed public investment projects. The external debt-
to-GDP ratio is also revised down over the medium term, mainly on the account of the stronger exchange
rate projection, which is only partly offset by the weaker GDP forecast. External PPG-debt is now expected
to level off at around 64 percent in 2018 and gradually decline afterwards.

2 External public and publicly guaranteed debt includes the debt of the 19 largest SOEs.
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Contribution to Debt Increase from the Second to the Third Review
(In percent)
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Sources: National authorities; and IMF staff calculations.
3. The Kyrgyz Republic remains at moderate risk of debt distress, but it is no longer considered

a borderline case. Public and publicly guaranteed external debt is estimated to remain well-below

36 percent of GDP and remittances in present value (PV) terms under baseline conditions over the
projection period. Other indicators of debt sustainability also remain below their indicative thresholds and
suggest, in particular, limited liquidity risks.

4. The external PPG debt outlook remains vulnerable to large external shocks, in particular to a
falloff in exports, and sizeable depreciation of the exchange rate. The PV of the debt to GDP plus
remittances ratio rises above the relevant indicative thresholds over the medium term under five of the six
stress tests (one standard deviation shock to exports, the most severe of these scenarios, and net debt
creating flows, U.S. dollar GDP deflator below historical average, a combined shock, and a 30 percent
exchange rate shock (see Table 2). The breach of threshold under the export shock is large and protracted
(figure AIL1, panel b), and sufficient to assess the country's external risk of debt distress as moderate.

5. While externally financed public investments are necessary to close the country’s sizeable
infrastructure gap, a massive scaling-up of public investments could undermine debt sustainability.
As indicated by the adverse fiscal scenario in Annex I, under the assumption of: (i) an 0.7 multiplier of public
investments (reflecting Kyrgyz's low public investment efficiency) and (ii) a 1 percent increase in the cost of
new public borrowing (due to the increased reliance on Chinese loans), a 4 percentage point permanent
increase in the public investment to GDP ratio would result in a non-stabilizing external debt path?®. This

3 The adverse scenario also assumes a temporary 30 percent drop in the USD nominal exchange rate, which has a
direct impact on the external debt to GDP ratio. The assumptions are extreme, but not unrealistic. Given that the
baseline scenario of this exercise is the 2014 October WEQ forecast, a permanent 4 percentage points public
investment to GDP shock corresponds to PIPs running around USD 500 million in the coming years, and gradually

(continued)
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finding underlines the risks associated with a debt-financed investment-based growth model in the Kyrgyz
Republic and the need for ensuring prioritiziation and sufficient profitability of public investment projects.

I PUBLIC DSA

6. The public debt outlook has also improved significantly compared to the previous DSA,
mainly driven by the factors affecting external debt. Public debt (external plus domestic) is expected to
reach 62.1 percent of GDP in 2016, a 3 percentage points drop compared to 2015. Total public debt is
expected to be manageable in the medium and long term, but remains highly sensitive to shocks that
reduce real GDP growth or failure to reduce the primary deficit over the medium term. Liquidity risks
associated with the servicing of public debt are expected to increase in the years ahead and reach

30 percent of revenues by 3036. This is due to the rising share of domestic debt in total public debt, which
is serviced at higher domestic interest rates. Rising liquidity risks underline the importance of continued
fiscal consolidation.

Comparison of Debt Ratio

Long
Term
2016 2017 2018 2019 2020 (2025)

PPGE debt to GDP ratio

Current DSA 607 630 644 631 612 490

Previous DSA (Second Review) 702 696 670 648 614 475
Public debt to GDP ratio

Current DSA 621 642 655 642 622 569

Previous DSA (Second Review) 720 712 685 661 626 57.7

Sources: Authorities data and IMF staff calculations.

I CONCLUSION

7. The authorities need to remain cautious when contracting and guaranteeing new debt, and
should resume fiscal consolidation. In 2017, the primary fiscal deficit is expected to be 2.5 percentage
points higher than the debt-stabilizing level, resulting in an increase in the public debt ratio. While
necessary to fill the large infrastructure gap, externally financed public investments, could undermine debt
sustainability. In this context, further efforts are needed to strengthen public debt and public investment
management, in order to ensure that potential gains from externally financed public investment projects
are fully realized.

increase afterwards. Nonetheless, the limited absorption capacity of the Kyrgyz economy could make such significant
scale-up of public investment difficult.

4 INTERNATIONAL MONETARY FUND



KYRGYZ REPUBLIC

Table 1. Kyrgyz Republic: External Debt Sustainability Framework,
Baseline Scenario, 2016-36"/
(In percent of GDP; unless otherwise indicated)

Actual Historical * Standard Projections
Average Deviation 2016-2021 2022-2036
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 _ Average 2026 2036 Average
External debt (nominal) 1/ 785 663 909 736 899 932 769 802 729 805 945 926 918 909 889 873 854 704 50.0
of which: public and publicly guaranteed (PPG) 785 663 517 445 542 559 456 463 437 506 63.6 60.7 63.0 644 631 612 594 46.0 319
Change in external debt . -123 247 -173 163 33 -163 33 73 76 141 -19 -09 -0.8 -21 -15 -20 -39 -11
Identified net debt-creating flows -144 -173 -171 -92 -292 -129 -154 116 45 -04 44 39 -04 0.2 09 -26 -1.0
Non-interest current account deficit 18 44 138 14 23 45 02 149 10.0 43 6.5 78 124 125 101 95 91 4.9 48 51
Deficit in balance of goods and services 140 271 314 385 210 248 219 249 265 420 311 320 36.0 364 329 309 304 243 208
Exports 428 523 531 540 498 506 505 580 577 453 393 405 416 419 449 466 464 494 469
Imports 568 794 845 925 708 754 724 829 842 874 704 725 776 783 777 776 769 738 67.7
Net current transfers (negative = inflow) -213 -263 -277 -297 -258 -289 -296 -312 -311 -302 -239 -284 24 -266 -260 -262 -252 -23.8 -237 -218 -179 -206
of which: official -19  -10 -7 -19 -42 -16 -13 -10 -17 -28 -15 -l14 -07 -1.0 -0.6 0.0 0.0 0.0 0.0
Other current account flows (negative = net inflow) 21 10 0.7 5.0 29 56 100 19 48 31 28 23 24 24 24 24 24 23 19
Net FDI (negative = inflow) -17 -6.4 -5.5 -80 -40 -91 -112 -44 -85 -31 -149 <75 36 -81 7.2 <73 -73 <72 -71 -5.8 -5.6 -59
Endogenous debt dynamics 2/ 97 163 229 81 -15 203 40 70 -02 95 01 08 12 32 22 12 16 03
Contribution from nominal interest rate 0.7 0.6 0.5 10 08 0.7 0.7 1.0 11 1.0 24 12 13 19 22 24 24 21
Contribution from real GDP growth -21 -42 -51 -23 04 -43 06 -79 -29 -31 -26 -20 -2.5 -5.1 -4.4 -3.6 -4.0 -24
Contribution from price and exchange rate changes -83 -127 -184 94 -27 -166 -54 -01 16 115
Residual (3-4) 3/ 21 420 -02 141 125 129 162 80 -40 96 -15 -53 -47 -16 -17 -29 -13 0.0
of which: exceptional financing 03 00 00 01 -01 00 00 00 00 00 05 04 04 04 04 -04 00 00
PV of external debt 4/ 7n7 713 69.8 68.5 66.9 66.5 657 55.8 394
In percent of exports 1823 1761 1680 1634 1491 1427 1414 1130 842
PV of PPG external debt 407 394 410 419 412 404 397 315 214
In percent of exports 103.6 973 987 1000 918 867 854 637 457
In percent of government revenues 1216 1170 1267 1280 1234 1190 1159 95.5 725
Debt service-to-exports ratio (in percent) 119 57 113 144 299 187 94 111 177 151 26.5 240 195 183 175 190 207 226 171
PPG debt service-to-exports ratio (in percent) 107 47 34 27 36 37 31 38 68 35 49 54 55 61 59 57 60 63 60
PPG debt service-to-revenue ratio (in percent) 189 93 63 52 65 67 53 69 123 47 57 65 71 78 80 79 81 94 95
Total gross financing need (Billions of U.S. dollars) 04 01 02 -01 02 14 04 06 09 09 08 09 10 115
Non-interest current account deficit that stabilizes debt ratio 140 -202 311 -181 -19 186 -77 75 74 -41 9.7 133 133 122 111 11 88 59
Key macroeconomic assumptions
Real GDP growth (in percent) 02 31 85 76 29 05 60 -09 109 40 35 a5 38 26 23 29 59 53 43 39 58 51 50
GDP deflator in US dollar terms (change in percent) 113 118 237 253 -113 31 217 75 01 -21 125 67 138 55 10 18 07 08 08 01 0 10 10
Effective interest rate (percent) 5/ 18 10 12 08 12 09 09 10 13 15 12 11 02 25 14 15 22 27 29 22 35 44 38
Growth of exports of G&S (US dollar terms, in percent) 29 409 362 370 -158 43 285 226 103 -200 215 123 245 01 60 56 143 103 47 68 77 54 60
Growth of imports of G&S (US dollar terms, in percent) 239 613 428 475 301 92 238 222 126 57 271 168 208 01 104 56 60 59 42 54 52 52 51
Grant element of new public sector borrowing  (in percent) ; . C e e e e . . 375 405 453 436 414 394 13 363 238 316
Government revenues (excluding grants, in percent of GDP) 243 263 286 279 277 284 296 322 320 329 335 336 324 327 334 340 342 330 205 320
Aid flows (in Billions of US dollars) 7/ 01 01 0.1 0.1 03 03 04 03 03 03 0.2 04 04 04 03 0.2 01 0.2 03
of which: Grants 00 00 01 01 02 01 02 02 02 02 01 03 03 02 01 01 01 01 01
of which: Concessional loans 01 01 01 00 01 02 02 01 01 o0l 01 01 02 03 02 01 01 o1 02
Grant-equivalent financing (in percent of GDP) 8/ 68 64 50 38 23 20 16 12 15
Grant-equivalent financing (in percent of external financing) 8/ 629 632 636 591 565 558 515 323 445
Memorandum items:
Nominal GDP (Billions of US dollars) 25 28 38 51 47 48 6.2 6.6 73 75 6.8 6.6 6.8 71 76 80 84 112 201
Nominal dollar GDP growth .. 153 342 348 -88 26 290 66 110 18 -9.5 -3.0 33 47 6.7 6.1 5.2 38 6.8 6.1 6.0
PV of PPG external debt (in Billions of US dollars) 231 25 28 29 31 32 33 35 42
(PVt-PVt-1)/GDPt-1 (in percent) 35 34 24 20 17 13 24 0.2 09 04
Gross workers' remittances (Billions of US dollars) 05 07 10 14 10 13 18 20 22 20 15 17 17 18 19 19 20 24 36
PV of PPG external debt (in percent of GDP + remittances) 332 314 327 335 330 327 321 259 182
PV of PPG external debt (in percent of exports + remittances) 659 600 613 624 593 574 566 442 331
Debt service of PPG external debt (in percent of exports + remittances) 31 33 34 38 38 38 40 44 43

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+g+p+gp) times previous period debt ratio, with r = nominal interest rate; g = real GDP growth rate, and p = growth rate of GDP deflator in U.S. dollar terms.

3/ Includes exceptional financing (i.e,, changes in arrears and debt relief); changes in gross foreign assets; and valuation

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.

For

also includes ct

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

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).

from price and exchange rate changes.

INTERNATIONAL MONETARY FUND

5




KYRGYZ REPUBLIC

Figure 1. Kyrgyz Republic: Indicators of Public and Publicly Guaranteed External Debt Under
Alternative Scenarios, 2016-36 /1
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Sources: Country authorities; and staff estimates and projections.

1/ The most extreme stress test is the test that yields the highest ratio on or before 2026. In figure
b. it corresponds to a Exports shock; in c. to a Exports shock; in d. to a One-time depreciation
shock; in e. to a Exports shock and in figure f. to a One-time depreciation shock

6
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Figure 2. Kyrgyz Republic: Probability of Debt Distress of Public and Publicly Guaranteed
External Debt Under Alternative Scenarios, 2016-36 /1
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Sources: Country authorities; and staff estimates and projections.

1/ The most extreme stress test is the test that yields the highest ratio on or before 2026. In figure
b. it corresponds to a Exports shock; in c. to a Exports shock; in d. to a One-time depreciation
shock; in e. to a Exports shock and in figure f. to a One-time depreciation shock

INTERNATIONAL MONETARY FUND




KYRGYZ REPUBLIC

Table 2. Kyrgyz Republic: Indicators of Public and Publicly-Guaranteed External Debt Under
Alternative Scenarios, 2016-36"/

Projections
2016 2017 2018 2019 2020 2021 2026 2036

PV of debt-to-GDP+remittances ratio

Baseline 314 3272 3347 3305 3266 3207 25.9 18.2
A. Alternative Scenarios

AL Key variables at their historical averages in 2016-2036 1/ 31 28 24 21 19 16 9 9
A2. New public sector loans on less favorable terms in 2016-2036 2 31 338 353 358 358 357 32 31

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2017-2018 314 33.0 339 335 331 325 26.1 182
B2. Export value growth at historical average minus one standard deviation in 2017-2018 3/ 314 371 456 45.0 444 437 36.6 220
B3. US dollar GDP deflator at historical average minus one standard deviation in 2017-2018 314 34.8 378 373 36.9 36.2 29.2 20.5
B4. Net non-debt creating flows at historical average minus one standard deviation in 2017-2018 4/ 314 347 374 36.9 36.4 35.8 29.2 19.2
B5. Combination of B1-B4 using one-half standard deviation shocks 314 343 39.2 388 383 37.7 31.0 20.0
B6. One-time 30 percent nominal depreciation relative to the baseline in 2017 5/ 314 427 432 42.7 423 41.5 335 237

PV of debt-to-exports+remittances ratio

Baseline 60 61 62 59 57 57 44 33
A. Alternative Scenarios

Al. Key variables at their historical averages in 2016-2036 1/ 60 52 45 39 34 29 17 19
A2. New public sector loans on less favorable terms in 2016-2036 2 60 63 66 64 63 63 55 57

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2017-2018 60 61 62 58 56 56 43 32
B2. Export value growth at historical average minus one standard deviation in 2017-2018 3/ 60 78 106 101 98 97 80 52
B3. US dollar GDP deflator at historical average minus one standard deviation in 2017-2018 60 61 62 58 56 56 43 32
B4. Net non-debt creating flows at historical average minus one standard deviation in 2017-2018 4/ 60 65 70 66 64 63 50 35
B5. Combination of B1-B4 using one-half standard deviation shocks 60 66 76 73 70 69 56 38
B6. One-time 30 percent nominal depreciation relative to the baseline in 2017 5/ 60 61 62 58 56 56 43 32

PV of debt-to-revenue ratio
Baseline 117 127 128 123 119 116 95 72
A. Alternative Scenarios

Al Key variables at their historical averages in 2016-2036 1/ 117 105 88 76 65 55 31 33
A2. New public sector loans on less favorable terms in 2016-2036 2 117 131 135 134 131 129 118 125

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2017-2018 117 128 131 126 121 118 97 73
B2. Export value growth at historical average minus one standard deviation in 2017-2018 3/ 117 144 175 168 162 158 135 88
B3. US dollar GDP deflator at historical average minus one standard deviation in 2017-2018 117 137 150 145 139 136 111 84
B4. Net non-debt creating flows at historical average minus one standard deviation in 2017-2018 4/ 117 134 143 138 133 129 108 76
B5. Combination of B1-B4 using one-half standard deviation shocks 117 134 152 147 141 138 116 81
B6. One-time 30 percent nominal depreciation relative to the baseline in 2017 5/ 117 180 179 173 167 162 133 100
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Table 2. Kyrgyz Republic: Sensitivity Analysis for Key Indicators of Public and

Publicly-Guaranteed External Debt, 2016-36 (continued)®

Debt service-to-exports+remittances ratio

Baseline 3 3 4 4 4

A. Alternative Scenarios

Al. Key variables at their historical averages in 2016-2036 1/ 3 3 3 3 3
A2. New public sector loans on less favorable terms in 2016-2036 2 3 3 4 4 4

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2017-2018 3 3 4 4 4
B2. Export value growth at historical average minus one standard deviation in 2017-2018 3/ 3 4 5 6 6
B3. US dollar GDP deflator at historical average minus one standard deviation in 2017-2018 3 3 4 4 4
B4. Net non-debt creating flows at historical average minus one standard deviation in 2017-2018 4/ 3 3 4 4 4
B5. Combination of B1-B4 using one-half standard deviation shocks 3 4 4 4 4
B6. One-time 30 percent nominal depreciation relative to the baseline in 2017 5/ 3 3 4 4 4
Debt service-to-revenue ratio
Baseline 7 7 8 8 8
A. Alternative Scenarios
Al. Key variables at their historical averages in 2016-2036 1/ 7 7 6 6 5
A2. New public sector loans on less favorable terms in 2016-2036 2 7 7 8 8 8
B. Bound Tests
B1. Real GDP growth at historical average minus one standard deviation in 2017-2018 7 7 8 8 8
B2. Export value growth at historical average minus one standard deviation in 2017-2018 3/ 7 7 8 10 9
B3. US dollar GDP deflator at historical average minus one standard deviation in 2017-2018 7 8 9 9 9
B4. Net non-debt creating flows at historical average minus one standard deviation in 2017-2018 4/ 7 7 8 9 8
B5. Combination of B1-B4 using one-half standard deviation shocks 7 7 8 9 9
B6. One-time 30 percent nominal depreciation relative to the baseline in 2017 5/ 7 10 11 11 11
Memorandum item:
Grant element assumed on residual financing (i.e., financing required above baseline) 6/ 22 22 22 22 22

AU b O BD
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22

Sources: Country authorities; and staff estimates and projections.

1/ Variables include real GDP growth, growth of GDP deflator (in U.S. dollar terms), non-interest current account in percent of GDP, and non-debt creating flows.

2/ Assumes that the interest rate on new borrowing is by 2 percentage points higher than in the baseline., while grace and maturity periods are the same as in the baseline.

3/ Exports values are assumed to remain permanently at the lower level, but the current account as a share of GDP is assumed to return to its baseline level after the shock (implicitly assu

an offsetting adjustment in import levels).
4/ Includes official and private transfers and FDL
5/ Depreciation is defined as percentage decline in dollar/local currency rate, such that it never exceeds 100 percent.

6/ Applies to all stress scenarios except for A2 (less favorable financing) in which the terms on all new financing are as specified in footnote 2.
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Table 3. Kyrgyz Republic: Public Sector Debt Sustainability Framework, Baseline Scenario,
2013-36

(In percent of GDP; unless otherwise indicated)

Actual Estimate
Average / Slar}\dgrd K 2016-21 2022-36
2013 2014 2015 Deviation 2016 2017 2018 2019 2020 2021 Average 2026 2036  Average
Public sector debt 1/ 46.1 523 65.0 621 642 655 642 622 603 552 46.5
of which: foreign-currency denominated 437 50.6 63.6 60.7 630 644 631 612 594 46.0 319
Change in public sector debt -2.9 6.2 127 -2.9 21 13 -13 -20 -20 -16  -06
Identified debt-creating flows -1.0 6.2 133 -03 31 14 -15 -25 -19 -13 -06
Primary deficit 2.7 2.8 23 3.0 20 6.8 4.9 29 21 0.7 0.7 3.0 15 13 15
Revenue and grants 344 353 356 380 363 354 351 350 352 337 300
of which: grants 24 24 21 44 39 26 1.8 1.0 1.0 07 04
Primary (noninterest) expenditure 37.2 38.2 37.8 448 412 382 372 357 359 352 313
Automatic debt dynamics -3.8 33 11.0 66 -14 -11 -33 -28 -22 -28 -19
Contribution from interest rate/growth differential -5.3 =22 -17 -16 -13  -18 -40 -35 -2.8 -33 -16
of which: contribution from average real interest rate -0.5 -04 0.1 0.0 0.1 00 -03 -03 -02 -01 07
of which: contribution from real GDP growth -4.8 -18 -1.8 -7 -14 -18 -37 -32 -26 -31 23
Contribution from real exchange rate depreciation 16 5.5 12.7 -50 -0.1 07 07 0.7 0.6
Other identified debt-creating flows 0.0 0.0 0.0 05 -04 -04 -04 -04 -04 00 00
Privatization receipts (negative) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 00
Recognition of implicit or contingent liabilities 0.0 0.0 0.0 0.0 0.0 00 00 00 0.0 00 00
Debt relief (HIPC and other) 0.0 0.0 0.0 -05 -04 -04 -04 -04 -04 00 0.0
Other (specify, e.g. bank recapitalization) 0.0 0.0 0.0 0.0 0.0 00 00 0.0 0.0 00 00
Residual, including asset changes -1.8 0.0 -0.6 -27  -09 00 02 06 -01 -03 -01
Other Sustainability Indicators
PV of public sector debt 17 421 407 423 431 422 414 406 40.7 359
of which: foreign-currency denominated 0.0 40.7 394 410 419 412 404 397 315 214
of which: external 40.7 394 410 419 412 404 397 315 214
PV of contingent liabilities (not included in public sector debt)
Gross financing need 2/ 77 6.0 52 101 83 6.3 5.4 39 39 94 52
PV of public sector debt-to-revenue and grants ratio (in percent) 49 1184 1071 1165 1217 1203 1183 1153 1207 1199
PV of public sector debt-to-revenue ratio (in percent) 53 125.8 121.0 1305 1316 1266 1219 1186 1234 1216
of which: external 3/ 1216 1170 1267 1280 1234 1190 1159 955 725
Debt service-to-revenue and grants ratio (in percent) 4/ 116 53 6.0 6.9 7.6 81 7.8 7.9 80 150 178
Debt service-to-revenue ratio (in percent) 4/ 125 5.7 6.4 7.8 85 88 82 8.2 83 153 181
Primary deficit that stabilizes the debt-to-GDP ratio 56 -34 -104 9.7 28 15 35 27 26 32 20
Key macroeconomic and fiscal assumptions
Real GDP growth (in percent) 109 4.0 35 45 38 26 23 29 59 53 43 39 58 51 5.0
Average nominal interest rate on forex debt (in percent) 12 13 13 11 0.2 13 14 13 14 14 14 14 16 22 18
Average real interest rate on domestic debt (in percent) 171 56 139 3.0 9.0 285 295 236 29 21 21 14.8 00 00 0.0
Real exchange rate depreciation (in percent, + indicates depreciation 38 133 26.1 -0.9 142 -81
Inflation rate (GDP deflator, in percent) 32 84 3.8 109 72 23 52 37 38 3.8 39 3.8 40 40 4.0
Growth of real primary spending (deflated by GDP deflator, in percer 5.0 6.8 26 15 25 217  -60  -45 32 09 48 33 -03 47 4.0
Grant element of new external borrowing (in percent) 0.0 0.0 375 405 453 436 414 394 413 363 238

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.
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KYRGYZ REPUBLIC

Figure 3. Kyrgyz Republic: Indicators of Public Debt Under Alternative Scenarios, 2016-2036
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Sources: Country authorities; and staff estimates and projections.

1/ The most extreme stress test is the test that yields the highest ratio on or before 2026.
2/ Revenues are defined inclusive of grants.
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Table 4. Kyrgyz Republic: Sensitivity Analysis for Key Indicators of Public Debt 2016-
2036

Projections
2016 2017 2018 2019 2020 2021 2026 2036

PV of Debt-to-GDP Ratio
Baseline 41 42 43 42 41 41 41 36

A. Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 41 40 40 41 42 43 49 56
A2. Primary balance is unchanged from 2016 41 44 48 50 54 58 76 103
A3. Permanently lower GDP growth 1/ 41 43 44 44 45 45 56 82

B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2017-20 41 43 46 46 46 46 51 52
B2. Primary balance is at historical average minus one standard deviations in 2017-201 41 42 45 44 43 42 42 37
B3. Combination of B1-B2 using one half standard deviation shocks 41 41 43 42 41 41 41 36
B4. One-time 30 percent real depreciation in 2017 41 59 59 57 55 54 54 48
B5. 10 percent of GDP increase in other debt-creating flows in 2017 41 50 51 50 49 48 48 41

PV of Debt-to-Revenue Ratio 2/
Baseline 107 117 122 120 118 115 121 120

A. Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 107 110 114 116 120 122 144 186
A2. Primary balance is unchanged from 2016 107 121 135 143 154 164 227 345
A3. Permanently lower GDP growth 1/ 107 118 125 127 128 129 165 273

B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2017-20 107 119 130 131 132 131 151 174
B2. Primary balance is at historical average minus one standard deviations in 2017-201 107 117 126 125 123 120 125 123

B3. Combination of B1-B2 using one half standard deviation shocks 107 114 122 120 118 115 120 119
B4. One-time 30 percent real depreciation in 2017 107 162 166 162 158 154 159 161
B5. 10 percent of GDP increase in other debt-creating flows in 2017 107 138 144 142 140 136 141 137

Debt Service-to-Revenue Ratio 2/

Baseline 7 8 8 8 8 8 15 18

A. Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 7 7 8 7 8 8 16 22
A2. Primary balance is unchanged from 2016 7 8 8 8 9 9 18 31
A3. Permanently lower GDP growth 1/ 7 8 8 8 8 9 17 27

B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2017-20 7 8 8 8 8 9 16 21
B2. Primary balance is at historical average minus one standard deviations in 2017-201 7 8 8 8 8 8 15 18
B3. Combination of B1-B2 using one half standard deviation shocks 7 8 8 8 8 8 15 18
B4. One-time 30 percent real depreciation in 2017 7 9 11 11 12 12 20 25
B5. 10 percent of GDP increase in other debt-creating flows in 2017 7 8 9 9 9 9 16 19

Sources: Country authorities; and staff estimates and projections.
1/ Assumes that real GDP growth is at baseline minus one standard deviation divided by the square root of the length of the projection period.
2/ Revenues are defined inclusive of grants.
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