HAITI—DEBT SUSTAINABILITY ANALYSIS UPDATE (JANUARY 2010)

The updated LIC DSA shows that Haiti’s risk of debt distress remains high due to the
deterioration of the macroeconomic outlook and new borrowing. Although HIPC and
MDRI relief have substantially reduced Haiti’s debt burden since June 2009, the updated
DSA findings indicate that the net present value (NPV) of debt-to-exports ratio would breach
the relevant policy-dependent threshold in the baseline scenario for the medium-term.*
Haiti’s weaker near-term macroeconomic outlook, in addition to an already narrow export
base, are key factors in the risk of debt distress.” Staff will continue to closely monitor the
evolution of external debt and the government’s ability to secure highly concessional
financing and mobilize domestic resources in the aftermath of the earthquake.

I. Background

1. Haiti’s public debt as of end-September 2009 is estimated at about 24.8 percent
of GDP. Most of the debt is owed to external creditors (16.6 percent), and domestic debt at
about 8.2 percent of GDP, corresponding to credit to the government from the central bank
(BRH) and Treasury bill issuance in the coming years. These ratios reflect the HIPC and
MDRI debt relief received at the completion point in June 2009, reducing Haiti’s debt stock
in nominal terms by an estimated US$1.2 billion, with annual debt service savings of more
than US$50 million in the first ten years following completion point.*

2. Compared with the June 2009 LIC Completion Point DSA, four main factors
explain the deterioration in the debt sustainability outlook. First, this DSA update
incorporates preliminary post-earthquake medium-term macroeconomic assumptions.
Compared to previous projections, the near-term growth and exports outlook have been
revised downwards, although the extent of damage and impact on economic performance are
subject to substantial uncertainty (Table 1). Second, the DSA is based on the new lower
discount rate of 4 percent (compared to 5 percent previously). This implies that, for a given
set of medium-term assumptions and debt service profile, the NPV of debt would be higher.
Third, the DSA also accounts for the higher end-FY2009 debt stock due to accumulation of
external loans from Venezuela under the PetroCaribe arrangement.* Finally, the DSA

! Haiti is classified as a weak performer based on its three-year average score of 2.83 on the World Bank’s
Country Policy and Institutional Assessment (CPIA). For a weak performer (defined as those with three-year
average CPIA ratings below 3.25), the indicative thresholds for external debt sustainability are NPV of debt-to-
GDP ratio of 30 percent, NPV of debt-to-exports ratio of 100 percent, NPV of debt-to-revenue ratio of 200
percent, debt service-to-exports ratio of 15 percent, and debt service-to-revenue ratio of 25 percent.

2 EBS/09/91, Appendix 11, June 16, 2009.
¥ Debt service savings from the HIPC Initiative (US$265 million) and the MDRI (US$972.7 million).

* The previous DSA assumed that future PetroCaribe flows would not contribute to public debt on the
understanding that the binational company (Societe Mixte) would be set up in early 2009, in which case
financing from PetroCaribe flows would become the debt of the binational company and not of the government.
The binational company is yet to be established, and hence PetroCaribe flows accumulated as of end-FY2009
are considered part of government debt.
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incorporates the new external borrowing under the proposed augmentation, in addition to the
last disbursement under the current ECF. A full DSA incorporating the new guidelines to
account for the effect of remittances on Haiti’s debt dynamics, and a potential revision on
risk rating, will be provided in the context of a follow-up discussion on a possible new
arrangement.

I1. External Debt Sustainability Analysis

3. Given the significantly weaker near-term macroeconomic outlook and higher
borrowing in 2009, Haiti remains in high risk of debt distress even in the baseline
scenario (Figure 1). Haiti’s present value (PV) of external debt relative to exports breaches
the indicative threshold over the medium-term, reaching a peak of about 155 percent in 2011
before declining steadily below 100 percent over the projection period. Compared to the
completion point DSA, these dynamics are driven in part by the worsened near-term outlook,
but to a greater extent by the higher borrowing accumulated in 2009. Figure 2 presents the
key differences in assumptions underlying both DSAs. Compared to the completion point
DSA, exports as a percent of GDP are expected to drop sharply in 2010 and recover only
gradually to their pre-quake level by 2020, while imports are expected to increase sharply in
2010 (to about 49 percent of GDP) and decline only gradually to 2009 levels of 44 percent of
GDP by 2015. Consequently, the current account deficit is expected to be significantly higher
over the medium-term compared to the previous DSA. At the same time, GDP growth and
government revenues are expected to be significantly lower, with GDP contracting by about
10 percent in 2010 before recovering to pre-quake levels by 2015. Together these factors
account for about 15 percentage points increase in the PV of debt to exports ratio compared
to the completion point.

4, Higher borrowing in 2009 also aggravated the risk of debt distress. Figure 3
presents comparative debt indicators with and without new debt contracted in 2009.°
Compared to the completion point, the new debt, excluding the IMF augmentation, raises the
PV of external debt to GDP ratio in 2010 by more than 3 percentage points, and increases the
PV of debt-to-exports ratio by more than 45 percentage points. The latter peaks to 140
percent in 2011 before declining steadily.

5. The Fund augmentation does not materially impact Haiti’s debt dynamics.
Accounting for the higher debt stock and debt service projections as of end-2009 and the
Fund augmentation, the PV of debt-to-exports ratio peaks to 153 percent in 2011.
Importantly, however, the Fund financing would not endanger Haiti’s debt service capacity.
As illustrated in Figure 1, indicators of debt service capacity remain well below their relevant
thresholds, along with the PV of debt to GDP and debt to revenue ratios.

6. Based on the sensitivity analysis, Haiti’s debt-to-exports ratio would deteriorate
significantly in the event of additional shocks. The alternative and shock scenarios worsen
all the Haiti’s debt stock and service indicators. However, the ratios would only exceed the
relevant thresholds in the case of the NPV of debt-to-exports and NPV of debt-to-revenue

® The analysis assumes a higher debt stock at end-2009 and associated debt service projections.
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ratios. Specifically, for the PV of debt-to-exports ratio, Haiti is most vulnerable to a
combined shock to growth, exports, prices and non-debt creating flows. Together these
shocks could push the NPV of debt-to-exports ratios up to 160 percent before declining in
FY2015, although it would remain above the threshold for the projection period.

7. Haiti’s debt dynamics would be significantly improved if remittances are taken
into account (Figure 4). Remittances in Haiti account for about 19 percent of GDP in 2009,
and represent an important mitigating factor for debt sustainability purposes. Even with the
weaker near-term outlook and Fund financing, Haiti’s debt-to-exports ratio would be well
below the relevant threshold of 90 percent if remittances are included. Remittances are also
expected to increase in response to the humanitarian and economic crisis.

I11. Public Debt Sustainability Analysis

8. In the baseline scenario, public debt indicators rise somewhat over the
projection period (Figure 1). The PV of public debt-to-GDP rises from 25 percent in
FY2009 to 41 percent in FY2020, before declining to 39 in FY2030. The increase reflects
primarily an increase in domestic borrowing, as external debt declines to 17 percent of GDP
in 2030. The PV of the debt-to-revenue ratio starts at 242 percent in 2010 but declines
rapidly below the threshold of 200 percent by 2014 and maintains a steady decline over the
projection period.

9. Alternative and shock scenarios put public debt on a sharper rising trajectory
over the projection period. If the primary balance is fixed at its relatively high level of
FY2009, the PV of public debt-to-GDP ratio would grow to 80 percent over the projection
period as opposed to stabilizing at about 35 percent under the baseline. Based on the most
extreme shock (growth for the debt stock indicators and lower non-debt creating flows for the
debt service measure) would also raise debt above the baseline scenario, although the
deterioration would be less pronounced than seen when holding the FY2009 primary balance
constant.

IV. Debt Management

10.  Aswith other public financial management systems, the earthquake is likely to
have severely disrupted existing debt management systems. The Ministry of Finance
building has been destroyed. Based on an assessment of the damages, further technical and
financial support will be needed to recover data, set up a working computer system, and
rehabilitate physical infrastructure.

11. The earthquake is a major setback given recent steady progress. Debt
management capacity had improved in Haiti since the decision point was reached in
December 2006. In the area of debt recording, the BRH and the MEF had completed the
installation of the most recent version of UNCTAD DMFAS system, version 5.3, which
allows for improvements in the availability, quality and security of debt data. In part resulting
from the upgrade to the latest DMFAS system, debt reporting by the government had also
improved.
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12.  Satisfactory progress had also been made in establishing the debt unit at the
Ministry of Finance, although the finalization of the draft operations manual, and the legal
and institutional framework for debt management did depend on the results of technical
assistance by UNCTAD and CEMLA planned for October and November.

V. Conclusions

13. Haiti’s risk of external debt distress remains high even after HIPC and MDRI
debt relief. The PV of debt-to-exports ratio breaches the 100 percent threshold for the
medium-term, even though other debt indicators remain below their relevant thresholds. The
Fund augmentation is one among a number of other more important factors explaining the
relative deterioration of the debt sustainability outlook, but does not by itself materially alter
the conclusions of the DSA update. These factors underscore the importance for donors to
meet Haiti’s large and immediate financing needs through grants and highly concessional
loans.



Table Al. Haiti: Long-Term Macroeconomic Assumptions, FY2010-2030

Table AL. Haiti: Long-Term Macroeconomic Assumptions, FY 2009-2029

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 Averages
2010-19 2020-30

(Annual percentage change)

National income and prices

GDP at constant prices 289 -1000  1.00 250 350 350 449 450 500 500 500 500 500 500 500 500 500 500 500 500 500 500 245 500
GDP deflator 316 1160 1360 910 750 650 500 500 500 500 500 500 500 500 500 500 500 500 5.00 500 500 500 733 5.00
Real GDP per capita (local currency) 121 -1145 061 088 188 190 289 293 344 347 349 352 355 358 360 363 365 372 372 372 372 372 088 365
Consumer prices (period average) 343 840 1306 88 750 650 650 650 650 650 650 650 650 650 650 650 650 650 6.50 650 650 650 768 650
External sector (value in USD)

Exports of goods and non-factor services 1202 3329 642 1554 857 844 717 875 922 918 914 910 906 902 898 895 892 88 88 882 8.79 8.76 491 892
Imports of goods and non-factor services 0.38 658  0.28 1.08 131 121 144 600 650 650 650 650 649 649 649 648 648 648 6.90 690 690 690 374 664

Central government (value in Gourdes)

Total revenue and grants 2590 1027 2242 1009 1673 1384 1329 1005 1049 1056 1063 1069 1075 1081 1086 1091 1095 11.00 1104 1107 1110 1114 1078 10.94
Central government revenue 1/ 1129 4296 7420 1910 2281 1784 1790 1225 1273 1268 1262 1257 1252 1248 1243 1239 1235 1231 1227 1224 1220 1217 1592 1236
Central government primary expenditure 3033 469 1329 1392 1424 1263 862 1051 1009 1003 1000 998 1040 1038 1036 1035 1034 1033 1032 1032 1030 8.98 1080 1019

(In percent of GDP, unless otherwise indicated)

National income

Nominal GDP (Gourdes, billions) 267 268 308 344 383 422 463 508 560 617 680 750 827 912 1005 1108 1222 1347 148 1638 1806 1991 455 1281
Nominal GDP (USD billions) 7 6 6 7 7 8 8 9 9 10 1 1 12 13 14 15 16 17 18 19 21 22 8 16
GDP per capita (US dollars) 661 605 628 652 680 703 737 774 816 860 908 958 1011 1068 1128 1191 1259 1331 1407 148 1573 1664 736 1280

External sector

Non-interest current account deficit 2/, 3/ 474 362 -583 -707 552 421 299 229 -160 -143 -138 131 122 112 -101 -089 -076 061 -046 -043 036 -029 -359 077
Exports of goods and non-factor services 1422 1020 1029 1127 1155 1193 1200 1225 1250 1275 1300 1325 1350 1375 1400 1425 1450 1475 1500 1525 1550 15.75 1178 1450
Imports of goods and non-factor services 4393 5031 47.86 4585 4384 4226 4025 4005 3985 39.65 3945 3925 3905 3885 3865 3845 3825 3805 3800 3795 3790 37.85 4294 3839
External current account balance 1/ -1064 -1907 -1699 -1417 -1233 -1091 959 -974 884 831 -793 -754 716 -678 639 601 -563 525 -488 467 443 -420 -1179 572
External current account balance 2/ -321 623 -738 528 -360 -238 -162 208 -138 -120 -114 106 -097 -087 076 -064 -050 035 -020 -017 -011 -0.04 323 -052
Liquid gross reserves (in months of imports of G&S) 3.70 338 353 378 4.04 428 441 451 461 461 461 461 461 461 461 461 461 461 461 461 461 461 417 461

Central government

Central government overall balance 2/ 443 728 591 661 641 -636 -552 564 556 546 534 520 515 508 500 490 -480 469 456 -443 -428 -384 601 472
Total revenue and grants 1788 1597 1704 1678 1760 1818 1877 1883 1887 1892 1899 1906 1915 1925 1935 1947 1959 1973 1987 2002 2017 20.33 1799  19.64
Central government revenue 1/ 11.20 6.36 9.65 1028 1135 1213 1304 1334 1364 1394 1424 1454 1484 1514 1544 1574 1604 1634 1664 1694 1724 1754 1180  16.04
Central government primary expenditure 2147 2262 2231 2268 2314 2353 2323 2303 2283 2273 2263 2253 2253 2253 2253 2253 2253 2253 2253 2253 2253  22.53 2287 2253
1/ Excluding grants

2/ Including grants
3/ Includes interest earned on foreign exchange reserves.



Table 3a.: External Debt Sustainability Framework, Baseline Scenario, 2007-2030 1/

(In percent of GDP, unless otherwise indicated)

Actual Historical 0 Standard Projections
Average 0 Deviation 2010-2015 2016-203C
2007 2008 2009 2010 2011 2012 2013 2014 2015 Average 2020 2030 Average
External debt (nominal) 1/ 256 29.5 16.6 217 221 22.7 23.0 234 23.4 22.0 16.5
ofw public and publicly guaranteed (PPG) 256 29.5 16.6 217 22.1 22.7 23.0 234 23.4 22.0 16.5
Change in external debt -29 39 -129 52 0.3 0.6 0.3 0.3 0.0 -03 -0.8
Identified net debt-creating flows -6.3 13 27 79 6.7 42 23 1.0 0.0 -1.0 -2.3
Non-interest current account deficit 0.1 42 3.0 15 18 6.1 72 51 33 21 13 08 -0.2 05
Deficit in balance of goods and services 26.3 31.0 29.7 40.1 376 346 323 303 282 26.0 221
Exports 13.4 127 14.2 10.2 10.3 113 115 11.9 12.0 133 15.8
Imports 39.6 437 439 50.3 47.9 45.9 43.8 42.3 40.3 393 379
Net current transfers (negative = inflow) -259 -263 -26.3 -27.4 27 -34.0 -30.1 -28.7 -27.9 =271 -25.8 -24.7 -219 -238
olw official -6.7 12 -1.4 -12.8 -9.6 -8.9 -8.7 -85 -8.0 -6.5 -4.2
Other current account flows (negative = net inflow) -0.2 -0.5 -0.3 -0.1 -0.3 -0.8 -1.1 -1.1 -1.1 -0.6 -0.4
Net FDI (negative = inflow) -13 -0.5 -0.6 -0.9 11 -0.2 -05 -0.6 -0.6 -0.6 -0.6 -11 -1.6 -12
Endogenous debt dynamics 2/ 5.2 -2.5 0.2 2.0 0.0 -0.3 -05 -05 -0.7 -0.7 -0.6
Contribution from nominal interest rate 0.1 0.2 02 02 02 02 03 03 03 03 02
Contribution from real GDP growth -0.8 -0.2 -0.9 18 -0.2 -0.5 -0.7 -0.8 -1.0 -1.0 -0.8
Contribution from price and exchange rate changes -45 -2.6 0.9 . .
Residual (3-4) 3/ 3.4 26 -156 -2.7 -6.4 -3.5 -2.0 -0.7 0.0 0.7 15
o/w exceptional financing -0.4 -0.3 -0.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
PV of external debt 4/ 114 15.4 157 16.2 16.5 16.7 16.7 153 117
In percent of exports 80.4 1612 1529 1440 1428 1398 1388 1156 74.0
PV of PPG external debt 114 15.4 15.7 16.2 16.5 16.7 16.7 153 117
In percent of exports 80.4 1612 1529 1440 1428 1398 1388 1156 74.0
In percent of government revenues . 1022 2426 1631 1579 1453 1375 1278 105.4 66.5
Debt service-to-exports ratio (in percent) 6.8 5.8 37 2.8 5.1 6.1 7.0 79 7.9 6.4 4.7
PPG debt service-to-exports ratio (in percent) 6.8 58 3.7 28 51 6.1 7.0 79 7.9 6.4 47
PPG debt service-to-revenue ratio (in percent) 85 6.9 47 45 5.4 6.6 71 7.8 73 59 42
Total gross financing need (Billions of U.S. dollars) 0.0 0.3 0.2 0.4 05 0.3 0.3 0.2 0.1 0.1 -0.2
Non-interest current account deficit that stabilizes debt ratio 3.0 04 159 0.9 6.8 4.4 30 18 13 11 06
Key macroeconomic assumptions
Real GDP growth (in percent) 33 0.8 29 0.8 2.0 -10.0 1.0 25 35 35 45 0.8 5.0 5.0 5.0
GDP deflator in US dollar terms (change in percent) 18.8 112 -3.0 9.1 139 34 44 29 24 14 19 27 19 19 19
Effective interest rate (percent) 5/ 05 1.0 0.7 -0.4 14 1.0 1.0 11 12 13 14 12 15 15 15
Growth of exports of G&S (US dollar terms, in percent) 121 6.5 12.0 115 4.4 -333 6.4 155 8.6 8.4 72 21 9.1 8.8 9.0
Growth of imports of G&S (US dollar terms, in percent) 8.7 23.6 0.4 13.0 7.7 6.6 0.3 11 13 12 14 2.0 6.5 6.9 6.6
Grant element of new public sector borrowing (in percent) . 28.2 37.0 37.0 37.0 37.0 37.0 355 37.0 37.0 37.0
Government revenues (excluding grants, in percent of GDP) 106 10.7 112 6.4 9.7 103 113 121 13.0 145 175 154
Aid flows (in Billions of US dollars) 7/ 0.3 0.3 0.4 0.6 0.5 0.5 05 0.5 0.5 0.6 0.7
o/w Grants 0.3 0.3 0.4 0.6 0.5 0.4 0.4 0.5 0.5 0.5 0.6
olw Concessional loans 0.0 00 0.0 0.0 0.0 0.0 00 0.0 0.1 0.1 01
Grant-equivalent financing (in percent of GDP) 8/ 10.6 8.2 73 7.0 6.8 6.5 5.1 31 45
Grant-equivalent financing (in percent of external financing) 8/ 814 855 83.9 83.9 84.1 83.2 83.1 85.4 836
Memorandum items:
Nominal GDP (Billions of US dollars) 5.9 6.6 6.6 6.1 6.4 6.8 7.2 7.6 8.0 11.2 222
Nominal dollar GDP growth 22.8 12.2 -0.2 -1.0 5.4 55 6.0 5.0 6.5 3.6 7.0 7.0 7.0
PV of PPG external debt (in Billions of US dollars) 0.7 0.9 1.0 11 12 12 13 17 25
(PVt-PVt-1)/GDPt-1 (in percent) 25 15 14 12 10 10 14 0.8 0.3 0.7
Gross remittances (Billions of US dollars) 1.2 14 14 14 14 15 15 15 15 22 42
PV of PPG external debt (in percent of GDP + remittances) 95 125 129 133 136 13.8 14.0 12.8 9.8
PV of PPG external debt (in percent of exports + remittances) 325 46.4 48.1 49.2 50.6 515 53.4 46.2 337
Debt service of PPG external debt (in percent of exports + remittances) 15 0.9 1.6 21 25 29 3.0 26 21

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 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).
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Table 3b.Haiti: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed External Debt, 2010-2030
(In percent)

Projections
2010 2011 2012 2013 2014 2015 2020 2030

PV of debt-to GDP ratio

Baseline 15 16 16 16 17 17 15 12
A. Alternative Scenarios

Al. Key variables at their historical averages in 2010-2030 1/ 15 11 8 7 7 7 8 16
A2. New public sector loans on less favorable terms in 2010-2030 2 15 16 17 18 19 19 20 18

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2011-2012 15 16 17 17 17 17 16 12
B2. Export value growth at historical average minus one standard deviation in 2011-2012 3/ 15 15 16 16 17 17 15 1
B3. US dollar GDP deflator at historical average minus one standard deviation in 2011-2012 15 17 19 19 19 19 18 13
B4. Net non-debt creating flows at historical average minus one standard deviation in 2011-2012 4/ 15 19 23 23 23 23 20 14
B5. Combination of B1-B4 using one-half standard deviation shocks 15 19 24 24 24 24 21 14
B6. One-time 30 percent nominal depreciation relative to the baseline in 2011 5/ 15 21 22 22 23 23 21 16

PV of debt-to-exports ratio
Baseline 151 153 144 143 140 139 116 74

A. Alternative Scenarios

Al. Key variables at their historical averages in 2010-2030 1/ 151 104 75 63 57 57 61 100
A2. New public sector loans on less favorable terms in 2010-2030 2 151 154 151 155 157 161 153 117

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2011-2012 151 148 140 139 136 135 112 7
B2. Export value growth at historical average minus one standard deviation in 2011-2012 3/ 151 147 154 153 149 148 123 78
B3. US dollar GDP deflator at historical average minus one standard deviation in 2011-2012 151 148 140 139 136 135 112 7
B4. Net non-debt creating flows at historical average minus one standard deviation in 2011-2012 4/ 151 187 202 197 192 189 153 86
B5. Combination of B1-B4 using one-half standard deviation shocks 151 174 201 197 191 188 153 87
B6. One-time 30 percent nominal depreciation relative to the baseline in 2011 5/ 151 148 140 139 136 135 112 71

PV of debt-to-revenue ratio
Baseline 243 163 158 145 138 128 105 66
A. Alternative Scenarios

Al. Key variables at their historical averages in 2010-2030 1/ 243 111 82 64 56 52 56 90
A2. New public sector loans on less favorable terms in 2010-2030 2 243 164 166 158 154 148 140 105

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2011-2012 243 162 163 150 142 132 109 68
B2. Export value growth at historical average minus one standard deviation in 2011-2012 3/ 243 158 158 145 137 127 105 65
B3. US dollar GDP deflator at historical average minus one standard deviation in 2011-2012 243 173 182 167 158 147 121 76
B4. Net non-debt creating flows at historical average minus one standard deviation in 2011-2012 4/ 243 199 221 201 188 174 139 78
BS. Combination of B1-B4 using one-half standard deviation shocks 243 197 229 209 196 181 145 82
B6. One-time 30 percent nominal depreciation relative to the baseline in 2011 5/ 243 222 215 198 187 174 143 90

Table 3b.Haiti: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed External Debt, 2010-2030 (continued)
(In percent)
Debt service-to-exports ratio
Baseline 3 5 6 7 8 8 6 5
A. Alternative Scenarios
Al. Key variables at their historical averages in 2010-2030 1/ 3 5 5 5 5 5 4 3
A2. New public sector loans on less favorable terms in 2010-2030 2 3 5 6 7 9 9 7 7

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2011-2012 3 5 6 7 8 8 6 5
B2. Export value growth at historical average minus one standard deviation in 2011-2012 3/ 3 5 6 8 9 9 7 5
B3. US dollar GDP deflator at historical average minus one standard deviation in 2011-2012 3 5 6 7 8 8 6 5
B4. Net non-debt creating flows at historical average minus one standard deviation in 2011-2012 4/ 3 5 7 8 9 9 7 6
BS5. Combination of B1-B4 using one-half standard deviation shocks 3 5 7 8 9 9 7 6
B6. One-time 30 percent nominal depreciation relative to the baseline in 2011 5/ 3 5 6 7 8 8 6 5
Debt service-to-revenue ratio
Baseline 4 5 7 7 8 7 6 4
A. Alternative Scenarios
Al. Key variables at their historical averages in 2010-2030 1/ 4 5 5 5 5 5 4 3
A2. New public sector loans on less favorable terms in 2010-2030 2 4 5 7 7 8 8 7 6
B. Bound Tests
B1. Real GDP growth at historical average minus one standard deviation in 2011-2012 4 6 7 8 8 8 6 4
B2. Export value growth at historical average minus one standard deviation in 2011-2012 3/ 4 5 7 7 8 7 6 4
B3. US dollar GDP deflator at historical average minus one standard deviation in 2011-2012 4 6 8 8 9 9 7 5
B4. Net non-debt creating flows at historical average minus one standard deviation in 2011-2012 4/ 4 5 7 8 9 8 7 5
B5. Combination of B1-B4 using one-half standard deviation shocks 4 6 8 9 10 9 7 6
B6. One-time 30 percent nominal depreciation relative to the baseline in 2011 5/ 4 8 9 10 11 10 8 6
Memorandum item:
Grant element assumed on residual financing (i.e., financing required above baseline) 6/ 35 35 35 35 35 35 35 35

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 assuming
an offsetting adjustment in import levels).

4/ Includes official and private transfers and FDI

5/ Depreciation is defined as p decline in 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 1a.Haiti: Public Sector Debt Sustainability Framework, Baseline Scenario, 2007-2030
(In percent of GDP, unless otherwise indicated)

Actual Estimate Projections
Average Slarjda‘rd 2010-15 2016-30
2007 2008 2009 Deviation 2010 2011 2012 2013 2014 2015 Average 2020 2030 Average
Public sector debt 1/ 34.9 3717 248 29.9 33.0 353 367 380 38.8 418 394
of/w foreign-currency denominated 256 295 16.6 217 221 227 230 234 234 220 165
Change in public sector debt -4.4 27 -12.9 51 3.1 2.2 15 13 08 02 -06
Identified debt-creating flows -5.9 0.8 35 9.0 33 43 3.9 4.0 2.8 1.9 0.6
Primary deficit -1.1 25 38 22 17 6.7 53 5.9 55 5.4 45 55 35 2.0 32
Revenue and grants 158 151 179 16.0 17.0 16.8 176 18.2 188 191 203
of which: grants 53 4.4 6.7 9.6 7.4 6.5 6.3 6.0 5.7 45 2.8
Primary (noninterest) expenditure 147 176 217 226 224 227 231 235 232 226 223
Automatic debt dynamics -47 -17 -0.3 23 =21 -17 -17 -14 -17 -15  -14
Contribution from interest rate/growth differential -1.8 1.9 -1.0 22 -1.0 -14 -1.6 -15 -1.7 -1.5  -18
of which: contribution from average real interest rate -0.5 2.2 0.0 -0.6 -0.7 -0.6 -0.4 -0.2 0.0 0.4 0.1
of which: contribution from real GDP growth -1.3 -0.3 -1.1 28 -0.3 -0.8 -1.2 -1.2 -1.6 20 -19
Contribution from real exchange rate depreciation -2.9 -3.6 0.7 0.1 -1.1 -0.2 -0.1 0.1 0.0 .

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 15 19 -16.4 -3.9 -0.1 -2.0 -2.4 -2.7 -2.0 -1.8  -12
Other Sustainability Indicators
PV of public sector debt 9.4 8.2 196 236 267 288 302 313 321 352 345

of/w foreign-currency denominated 0.0 0.0 11.4 15.4 15.7 16.2 165 16.7 16.7 153 117

ofw external 114 154 157 16.2 16.5 16.7 16.7 153 17
PV of contingent liabilities (not included in public sector debt) . - . i - » . » . »
Gross financing need 2/ 103 1.7 125 156 134 16.9 183 194 195 233 249
PV of public sector debt-to-revenue and grants ratio (in percent) 59.0 54.4 109.9 147.7 156.9 1717 1714 1724 1709 1844 169.9
PV of public sector debt-to-revenue ratio (in percent) 88.3 76.8 1755 3711 276.9 280.1 2658 2583 246.1 2418 196.9

o/w external 3/ . P 102.2 2426 163.1 1579 1453 1375 127.8 1054  66.5
Debt service-to-revenue and grants ratio (in percent) 4/ 10.6 71 54 4.4 53 6.7 81 9.2 9.2 118 17
Debt service-to-revenue ratio (in percent) 4/ 15.8 101 85 112 9.4 110 125 138 132 155 136
Primary deficit that stabilizes the debt-to-GDP ratio 32 -0.2 16.7 15 22 37 41 4.1 37 33 25
Key macroeconomic and fiscal assumptions
Real GDP growth (in percent) 33 08 29 08 20 -10.0 10 25 35 35 4.5 08 5.0 5.0 5.0
Average nominal interest rate on forex debt (in percent) 05 10 0.7 -04 14 10 10 11 12 13 14 12 15 15 15
Average real interest rate on domestic debt (in percent) 0.7 -85 23 -8.9 79 -5.7 -7.2 -4.1 -1.9 -0.6 0.8 -3.1 29 29 29
Real exchange rate depreciation (in percent, + indicates depreciation) -10.9 126 26 7.0 13.9 07 . . . . . .
Inflation rate (GDP deflator, in percent) 7.2 13.8 32 15.0 8.1 116 13.6 9.1 75 6.5 5.0 8.9 5.0 5.0 5.0
Growth of real primary spending (deflated by GDP deflator, in percent) 0.0 0.2 03 0.1 02 0.1 0.0 0.0 0.1 0.1 0.0 0.0 00 00 0.0
Grant element of new external borrowing (in percent) 282 37.0 37.0 37.0 37.0 37.0 355 370 370

‘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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Table 2a.Haiti: Sensitivity Analysis for Key Indicators of Public Debt 2010-2030

Projections

2010 2011 2012 2013 2014 2015 2020 2030

PV of Debt-to-GDP Ratio
Baseline 24 27 29 30 31 32 35 35

A. Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 24 24 22 21 19 18 15 6
A2. Primary balance is unchanged from 2010 24 28 31 33 36 39 54 83
A3. Permanently lower GDP growth 1/ 24 27 29 31 32 34 40 50
A4. Alternative Scenario :[Costumize, enter title] 24 26 28 29 30 31 32 25

B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2011-2012 24 28 31 34 36 37 44 51
B2. Primary balance is at historical average minus one standard deviations in 2011-2012 24 25 25 27 28 29 32 32
B3. Combination of B1-B2 using one half standard deviation shocks 24 25 24 26 28 29 36 41
B4. One-time 30 percent real depreciation in 2011 24 33 35 36 37 37 40 40
B5. 10 percent of GDP increase in other debt-creating flows in 2011 24 37 39 40 41 42 43 41

PV of Debt-to-Revenue Ratio 2/
Baseline 148 157 172 171 172 171 184 170

A. Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 148 138 132 116 103 94 75 26
A2. Primary balance is unchanged from 2010 148 165 184 189 197 206 285 409
A3. Permanently lower GDP growth 1/ 148 158 173 174 177 178 206 244
A4. Alternative Scenario :[Costumize, enter title] 151 137 138 141 144 146 148 106

B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2011-2012 148 160 183 187 192 194 228 248
B2. Primary balance is at historical average minus one standard deviations in 2011-2012 148 148 150 151 153 153 169 159
B3. Combination of B1-B2 using one half standard deviation shocks 148 144 143 147 152 155 186 202
B4. One-time 30 percent real depreciation in 2011 148 196 209 205 204 200 209 197
B5. 10 percent of GDP increase in other debt-creating flows in 2011 148 216 230 227 225 221 228 200

Debt Service-to-Revenue Ratio 2/

Baseline 4 5 7 8 9 9 12 12

A. Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 4 5 6 7 7 7 9 1
A2. Primary balance is unchanged from 2010 4 5 7 9 10 10 15 24
A3. Permanently lower GDP growth 1/ 4 5 7 8 9 9 13 15
A4. Alternative Scenario :[Costumize, enter title] 4 5 6 7 8 8 11 11
B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2011-2012 4 5 7 9 10 10 14 16
B2. Primary balance is at historical average minus one standard deviations in 2011-2012 4 5 6 7 8 8 11 11
B3. Combination of B1-B2 using one half standard deviation shocks 4 5 6 7 8 9 12 13
B4. One-time 30 percent real depreciation in 2011 4 6 9 10 12 12 15 15
B5. 10 percent of GDP increase in other debt-creating flows in 2011 4 5 9 11 11 11 13 15

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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