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DEBT SUSTAINABILITY ANALYSIS

The joint IMF-World Bank low-income country debt sustainability analysis (LIC DSA)
indicates that Moldova’s risk of debt distress is low at present, but additional factors
increase vulnerability compared to the previous DSA. Under the baseline scenario, the debt
burden will temporarily increase in the medium term as a result of significant financing
contracted by the government to counteract the effects of the economic crisis. The indicator
of net présent value (NPV) of the debt-to-GDP ratio could temporarily breach its indicative
threshold under two of the conventional stress tests, but other indicators remain below their
respective thresholds. However, large private sector debt and potential large borrowing on
non-concessional terms signal elevated risks and warrant a continuing careful approach to
external financing.

1. The DSA presented here reflects the macroeconomic framework underlying staff
projections under the program supported by a blend of Extended Credit Facility -
Extended Fund Facility Arrangements (ECF/EFF) and extended until 2029. It assumes
that the implementation of prudent macroeconomic and structural policies, including a fiscal
framework that aims to reverse recent structural fiscal deterioration, and adoption of the
flexible exchange rate policy, will help Moldova recover from the economic crisis and
resume sustainable growth.

I. BACKGROUND

Composition of external debt, 2000-2008
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2. Reflecting strong growth, Moldova’s
total external debt burden has declined in
recent years, helped by the shrinking public
debt.> At end-2008 public debt was low and was
mostly owed to multilaterals and Paris Club
creditors on concessional terms, without
significant rollover risks. The ratios of debt
service to exports and to fiscal revenues more
than halved since 2006 and remain reasonably
low. In the recent review of debt limits in Fund-
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' The DSA scenarios presented in this document were produced jointly by Fund and Bank staffs following “Staff Guidance Note on the
Application of the Joint Fund-Bank Debt Sustainability Framework for Low-Income Countries (LICs)” of October 06, 2008, available at
www.imf.org/external/np/pp/eng/2008/070308.pdf and

http://siteresources. wortdbank.org/INTDEBTDEPT/PolicyPapers/21952151/39748MainExt.pdf .

? Consistent with the definition of the general government in the Technical Memorandum of Understanding (TMU) for the new Fund-
supported program, the public debt covers gross debt of the general government, while debts of state-owned enterprises are notincluded
unless they are explicitly guaranteed by the government. In the bsence of reliable data, both private and general government debtexclude
liabilities of Transnistria, though press articles suggest large energy-related external arrears inthat region. In line with the DSA guidelines,
public debt includes liabilities towards the IMF.



supported programs, Moldova has been classified as a higher-capacity country, reflecting
progress made in upgrading capacities for managing domestic and external public debt,
reforming public administration, and improving transparency and accountability in the public
sector. This progress is important, '
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private debt is very high by international standards, significantly exceeding the levels
observed in other LICs and developing economies.

II. MACROECONOMIC FRAMEWORK

5. The international financial crisis has worsened Moldova’s macroeconomic
outlook significantly since the 2008 DSA exercise. In 2009, FDI came to a halt, domestic
investment contracted sharply, and recession in the trading partners caused a severe decline
in exports and remittances, contributing to a collapse in domestic demand. As a result, the
economy went into a recession and external and fiscal financing gaps emerged. The baseline
macroeconomic projections in this DSA take into account the expected sizeable fiscal and
external adjustment, supported by significant borrowing in the near future in the context of
the IMF arrangement (Box 1).* Higher borrowing needed to fill the gaps will temporarily
increase debt ratios, reversing recent gains in lowering the debt burden.

6. The macroeconomic assumptions differ with respect to the previous DSA due to
the impact of recent global crisis. Key changes include a significantly lower GDP growth
in the medium and long term on account of effects of the 2009 crisis, as well as a lower
inflation rate. Recent reforms introduced by the government are projected to facilitate exports
of agricultural products and exports of services, resulting in higher share of exports to GDP
in the long-run than envisaged in the previous DSA, and a smaller current account deficit.

III. EXTERNAL DEBT SUSTAINABILITY UNDER THE BASELINE AND ALTERNATIVE
SCENARIOS

7. All external debt ratios remain well below the thresholds under the baseline
scenario, but the PV of the debt-to-GDP ratio temporarily breaches the threshold under
two stress scenarios (Figures 1A-2A, Tables 1A—4A).* Large borrowing in the next three
years needed to fill the external and fiscal financing gaps will result in a temporary but
significant increase in the level of external PPG debt to 35 percent of GDP in 2012. Due to
the initial low levels of debt, the PV of the debt will not breach the threshold under the
baseline scenario but could exceed it under two stress scenarios (lower non-debt creating

* The authorities requested a three-year blend of the Extended Credit Facility and the Extended Fund Facility
with an access of SDR 369.6 million (300 percent of quota, or US$588 million), split equally between the two
arrangements.

* Average Country Policy and Institutional Assessment (CPIA) score for the last three years (2006—08) rates
Moldova as a medium performer, and the DSA uses the indicative threshold indicators for countries in this
category: 40 percent for the PV of debt-to-GDP ratio, 150 percent for the PV of debt-to-exports ratio,

250 percent for the PV of debt-to-revenue ratio, 20 percent for the debt service-to-exports ratio, and 30 percent
for the debt service-to-revenue ratio. At the same time, in 2008—the last year for which the CPIA score is
available—the CPIA rated Moldova as a high performing country.



flows and a decline in the growth of exports).” These extreme scenarios, however, assume
that exports do not pick up before 2012 after the 2009 collapse and remittances decline
further from the very depressed 2009 levels. Taking into account the ongoing recovery in
Moldova’s trading partners, as well as the dismantling of trade restrictions by the new
government, exports are not likely to remain stagnant. Remittances, which before the 2009
crisis were one of the highest in the world as percentage of GDP, are also unlikely to
decrease any further, mitigating the risks.

8. While rebound in exports, fiscal consolidation and significant levels of
remittances should ensure that adequate resources for public debt service remain
available, certain risks exist. While none of the indicators of debt service breaches the
threshold, some liquidity pressures could emerge in the medium term when the repurchases
of the ECF and the EFF are falling due as shown by an increase in ratios of debt service to
exports and revenues under the extreme scenarios. In addition, significant private external
debt implies that private borrowers would compete with the public sector for foreign
exchange needed to service their external debt.

IV. PUBLIC DEBT SUSTAINABILITY UNDER THE BASELINE AND ALTERNATIVE SCENARIOS

9. Under the baseline, the ratios of total public debt do not signal increased
vulnerability at present. Total public debt consists mainly of external PPG debt (72 percent)
hence it follows closely the dynamics of its external component. Under the baseline scenario,
after the initial increase over the medium-term, the PV of total public debt-to-GDP ratio will
decline to 24 percent, while the PV of debt service to revenue ratio would fluctuate around

7 percent.

10. The most significant increase of public debt indicators would materialize if the
primary balance remains at the unsustainable 2009 level. Large and persistent primary
gap would then lead to an explosive debt dynamics. However, the ongoing process of fiscal
consolidation, combined with binding financing constraints should result in a structural
reversal of the fiscal position, rendering such scenario less probable.

11. Two stress scenarios could result in a sharp increase of public debt indicators.
Permanently lower GDP growth results in an ever-increasing PV of debt-to-GDP ratio
reaching 87 percent in 2029, almost three times larger compared to the current level. A
sharp real exchange rate depreciation could result in a spike in public sector debt but this
increase would be temporary, and debt dynamics would revert to a benign pattern in the
medium term.

* In Moldova, remittances are classified as either current transfers or compensation of employees. Both
categories are included in the DSA (under “current transfers”).



Box 1. Macroeconomic Assumptions behind the DSA

During the projection period (2009-2029), real GDP is projected to grow by 3.4 percent on
average. After the initial decline of 9 percent in 2009, growth will gradually rise to an average of
2.3 percent in 2010-2011 and to 5 percent in 2012-2014, led by a rebound in exports, investment
and remittances. In the long-run, the negative output gap will close and growth will decline to

4 percent.

Inflation is projected to remain in single digits, increasing somewhat in 2010 as the economy
recovers, but subsiding to 4 percent in the long-run (as measured by the GDP deflator). This
projection assumes sound public sector policies and strong commitment of the National Bank to
preserving price stability.

Exports are expected to be an important driver of growth. They are projected to accelerate in the
medium term, as the trading partners recover from the recent crisis, internal restrictions on
exports of wine and other agricultural products are removed, and Moldova makes full use of the
autonomous trade preferences agreement with the EU. In addition, structural reforms aimed at
improving the business environment, demonopolizing telecommunication services and expanding
access to broadband internet should result in strong growth of services, in particular software
development. As a result, exports of goods and services are projected to reach 59 percent of GDP
in 2029.

Imports are projected to expand as well, fuelled by intermediate imports needed for the exports
sector, as well as driven by the rebound in investment and private consumption. In the long-term,
however, growth of imports will subside somewhat as domestic production of tradables expands.

Remittances are projected to gradually recover from the depressed 2009 level in the medium-
term. In the long-term, however, as the economy develops, more employment options are
available domestically, and migrants abroad lose ties with the home country, remittances are
projected to decline relative to GDP from 32 percent to 29 percent of GDP.

The current account deficit is projected to widen in the short run, and to stabilize around 8-
9 percent of GDP in the medium and long term. It will be financed by FDI that is expected to
recover to the pre-boom levels of 7.2 percent of GDP in the long run, supported by structural
reforms aimed at improving the business climate.

The primary fiscal deficit is projected to decline in the medium term as a result of fiscal
consolidation undertaken by the authorities. In the long run, revenues are projected to increase by
3.2 percent of GDP, while rationalization of primary noninterest expenditures will cause their
decline by 4.4 percent of GDP, resulting in a primary surplus of 0.1 percent of GDP.

Borrowing assumptions reflect the gradual shift of Moldova away from concessional financing.
Concessional loans are projected to decline from 88 percent of total borrowing in 2015 to

23 percent in 2029. At the same time, borrowing from commercial sources is projected to
increase, reaching 55 percent of the total in 2029.




V. SCENARIOS WITH ADDITIONAL NON-CONCESSIONAL BORROWING

12. This section explores alternative scenarios where the government increases its
non-concessional borrowing by additional US$125 million a year over ten years.® The
non-concessional resources could be invested in infrastructure upgrades (e.g., roads, energy
supply and distribution, water treatment, and agricultural irrigation). It is assumed that the
loans will be repaid within 15 years, with 3 year grace period, and will carry an interest rate
of 3 percent per annum.

Scenario 1

13. The first scenario envisages that the additional borrowing will contribute to a
higher real growth rate of GDP in the medium and long term than under the baseline
scenario. In the absence of specific information on the projects to be financed with new
loans, it is conservatively assumed that their "domestic component” will be about 30 percent,
while the remaining amount will directly translate into increased imports. Given large spare
capacities in the economy after the crisis, the projects’ implementation can directly
contribute to the GDP growth without rekindling inflation pressures. Therefore in the
medium term, annual growth could rise by 0.5-0.6 percent under a conservative scenario,
mainly as a result of higher investment, employment, and consumption during project
implementation years. Additional infrastructure investment will also raise the economy’s
capital stock and boost productivity, ensuring higher growth in the long run (4.5 percent, or
0.5 percentage points higher than under the baseline).

14. Exports and FDI will initially rise only in line with GDP, but then will accelerate
in the long run, compared with the baseline scenario. Modest initial growth will reflect
lags in improvements in infrastructure. In the long run, better infrastructure will improve
Moldova’s attractiveness to foreign investors, raising FDI to 9 percent of GDP and exports of
goods to 43 percent of GDP.

15. Imports will accelerate substantially over the course of the operation, causing
initial deterioration of the current account (Figures 3A—4A, Tables SA-8A). In the long
run, however, Moldova’s reliance on imported energy will decrease due to new investment,
contributing to a stabilization of imports at 79 percent relative to GDP. The current account
in the long term will remain broadly unchanged from the baseline scenario (Section III).

% The amount is in line with the ceiling on nonconcessional external borrowing set in the Fund-supported
program for 2010. This ceiling excludes borrowing from international financial institutions (IFIs). Availability
of external financing, changes in the macroeconomic framework and the debt sustainability outlook, and the
new Fund policy on debt limits will be taken into account in discussions of the quantitative targets on debt
accumulation in subsequent years during program reviews.



16. Under these assumptions, the external debt burden indicators generally remain
under the indicative thresholds, although the PV of the debt-to-GDP ratio could breach
its threshold under some stress tests, signaling increased vulnerabilities. Two tests,
however, employ the unlikely assumptions that remittances would experience a further sharp
drop in 2010-11 from their already depressed 2009 level. Two other tests are more realistic,
assuming respectively that exports will take a long time to recover from the 2009 slump and
a sharp real depreciation (30 percent), above levels observed in Moldova during the recent
crisis, but comparable to the shocks in the late 1990s. The PV of the debt-to-GDP ratio also
breaches the threshold if the financing terms of the new loans are much less favorable than
assumed here. The probability of this scenario will strongly depend on the financing terms of
the new non-concessional financing. If the authorities succeed in obtaining financing at fixed
interest rate, the risk is less likely to materialize. On the other hand, floating interest rates
linked to the international interest rates would significantly increase Moldova’s debt
vulnerability. Overall, this scenario emphasizes the need to contract additional financing
needed for development projects on fixed (preferably concessional) terms.

Scenario 2

17. The second (conservative) scenario assumes a similar schedule of borrowing as
in Scenario 1, but no additional increase in growth and exports (Figure SA-6A,
Tables 9A-12A). Additional borrowing will thus only result in increased imports, a wider
current account deficit, and higher debt burden in the long run. These conservative
assumptions are motivated by instances of international experience with large infrastructure
projects, where actual benefits turn out much lower than expected.

18. Under Scenario 2, the baseline external debt burden indicators remain under the
thresholds, while the PV of debt-to-GDP ratio exceeds the threshold under some of the
extreme tests. The outcome is similar to Scenario 1, indicating that the relatively benign
picture in that scenario does not depend on assumptions about rising growth and exports.

VI. DEBT DISTRESS CLASSIFICATION AND CONCLUSIONS

19. The risk of public debt distress in Moldova is low at present, but alternative
scenarios indicate certain vulnerabilities. Under the baseline scenario, all indicators of
PPG external debt remain in safe territory, except under the most extreme stress tests.
Significant borrowing under the new Fund arrangement, combined with financing from other
international partners, will increase the debt burden, but only temporarily, and to manageable
levels. Stress tests under alternative scenarios, however, point to a potentially significant risk
stemming from the interaction of stepped-up non-concessional borrowing with sluggish
export growth and interest and exchange rate shocks, highlighting the need to seek financing
at concessional terms, or at least at a fixed and low interest rate.



20. Moreover, the sizeable private external debt, the arrears on energy payments
and Moldova’s history of debt distress warrant additional caution in public borrowing.
Private debt is significantly larger than PPG debt and exceeds by far levels observed in other
LICs. It could generate balance of payments pressures by competing with public debt for
foreign exchange needed to cover the debt service. Moreover, the existing payment arrears
for energy resources are a potential source of fiscal liability, though these risks are mitigated
by the authorities’ plans to ensure tariff setting at cost-recovery levels. Moldova’s previous
debt difficulties—the Eurobond rescheduling in 2002 and the Paris Club rescheduling

in 2006—also calls for careful evaluation of the terms and uses of prospective external public
borrowing.
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Figure 1A. Moldova: Indicators of Public and Publicly Guaranteed External Debt under
Alternative Scenarios, 2009-2029 1/
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Figure 2A.Moldova: Indicators of Public Debt Under Alternative Scenarios, 2009-2029 1/
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1/ The most extreme stress test is the test that yields the highest ratio in2019.
2/ Revenues are defined inclusive of grants.
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Figure 3A. Moldova: Indicators of Public and Publicly Guaranteed External Debt with
Additional Non-Concessional Borrowing, and Positive Impact on Growth, 2009-2029 1/
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1/ The most extreme stress test is the test that yields the highest ratio in 2019. In figure b. it comresponds to a Terms shock; in ¢. to a Exports
shock; in d. to a Termns shock; in e. to a Exports shock and in figure f. to a Non-debt flows shock
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Figure 4A Moldova: Indicators of Public Debt with Additional Non-Concessional Borrowing, and Positive Impact on
Growth, 2009-2029 1/
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2/ Revenues are defined inclusive of grants.
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Figure 5A. Moldova: Indicators of Public and Publicly Guaranteed External Debt with Additional
Non-Concessional Financing and no Increase in Growth, 2009-2029 1/
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Figure 6A Moldova: Indicators of Public Debt with Additional Non-Concessional Financing and no Increase in
Growth, 2009-2029 1/
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Table 1A. Moldova: External Debt Sustatnability Framework, Baseline Scenario, 2006-2029 1/
(In percent of GDP, unless otherwise mdicated)

Actual Historical  Standard Projections
Awragc  Dewviation 2009-2014 2015-2029
2006 2007 2008 2009 2010 2011 2012 2013 2014 _ Average 2019 2029 Average
External debt (nominal) 1/ 64.7 62.7 55.9 68.1 79.3 84.2 86.4 84.8 82.7 76.7 67.6
o/w public and publicly guaranteed (PPG) 256 19.8 15.7 224 28.7 323 34.6 33.1 31.3 25.7 231
Change in external debt 25 -2.0 -6.8 122 112 4.9 22 -1.6 2.1 -12 -1.0
Identified nct debt-creating flows -2.1 -9.3 -10.7 139 6.8 5.4 23 0.1 -09 -02 -0.4
Non-interest current account deficit 103 155 16.6 6.0 6.6 7.5 7.9 8.7 7.3 6.2 5.3 55 5.4 5.5
Deficit in balance of goods and services 47.1 525 53.0 33.0 373 38.2 37.6 373 37.0 36.0 34.0
Lxports 44.8 45.4 41.0 356 40.8 47.0 49.6 51.5 52.8 55.4 582
Imports 919 979 94.0 68.5 78.1 853 87.2 88.7 898 91.4 923
Net current transfers {ncgative = inflow) -39.1 -40.0 -38.4 -299 8.5 -27.2 -32.4 -32.5 -33.1 -33.9 -34.5 =326 -292 -316
o/w official -1.9 -1.7 -2.0 -1.5 32 -2.5 -1.8 -1.7 -1.6 -1.6 -16
Othcr current account flows {(negative = net inflow) 23 3.0 19 1.7 3.1 2.9 2.9 29 28 21 0.6
Net FDI (negative = inflow) -6.9 -11.9 -11.4 -6.5 34 -1.7 -3.8 -4.8 -5.2 -5.9 -6.5 -6.8 -7.2 -69
Endogenous debt dynamics 2/ -5.5 -13.0 -15.9 8.1 2.7 1.6 0.1 -0.3 0.3 1.1 1.4
Contribution from nominal interest rate 21 1.6 1.3 2.5 3.8 39 4.1 3.8 4.2 4.0 39
Contribution from real GDP growth -2.6 -15 -3.6 57 -1.1 =23 -39 -4.0 -3.9 -2.9 -2.6
Contribution from price and exchange rate changes -5.1 -13.1 -13.6 ... .. o o
Residual (3-4) 3/ 4.7 73 39 -1.7 4.4 -0.5 -0.1 -1.7 -1.2 -1.0 -0.6
o/w exceptional financing 25 -3.1 -2.6 -1.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0
PV of external debt 4/ 55.1 67.4 76.6 80.7 823 80.9 79.1 735 66.9
In percent of exports 1343 189.3 187.7 1717 165.9 157.2 149.6 132.8 1149
PV of PPG external debt - 14.9 21.6 26.0 28.8 30.6 292 27.6 22.6 22.4
In percent of exports o 36.3 60.7 63.7 61.3 61.6 56.8 523 40.8 385
In percent of government revenues - - 383 60.2 73.0 78.5 81.6 74.7 70.1 573 56.8
Debt service-to-exports ratio (in percent) 151 13.7 16.6 19 21 17 18 17 19 245 246
PPG debt service-to-exports ratio (in percent) 7.0 3.9 33 4.7 4.1 3.4 3.6 3.6 33 4.8 4.6 —_
PPG debt service-to-revenue ratio (in percent) 8.0 4.4 35 4.6 4.7 4.3 4.7 4.8 4.4 6.8 6.8 =)
Total gross financing need (Millions of U.S. dollars) 11189 13329 18653 20574 20032 1988.1  2007.1 1918.0 1957.8 2446.1 33686
Non-interest current account deficit that stabilizes debt ratio 77 17.5 233 -4.7 -33 38 5.1 7.9 7.4 6.7 6.4
Key macroeconomic assumptions
Real GDP growth (in percent) 4.8 3.0 78 5.0 3.6 -9.0 1.5 3.0 5.0 5.0 5.0 1.8 4.0 4.0 4.0
GDP deflator in US dollar terms (change in percent) 89 254 276 9.4 15.7 28 -6.3 1.6 1.9 2.1 24 -0.2 2.0 20 2.0
Effective intercst rate (percent) 5/ 39 32 28 4.1 0.8 39 53 51 52 4.7 53 4.9 5.5 6.1 58
Growth of exports of G&S (US dollar terms, in percent) 1.5 309 243 3.2 157 -23.2 9.1 205 13.0 112 10.4 6.8 6.6 6.6 6.8
Growth of imports of G&S (US dollar terms, in percent) 153 375 321 18.7 209 -355 8.4 142 95 92 8.9 24 6.3 6.2 63
Grant clement of new public sector borrowing (in percent) -1.1 273 222 224 27.3 325 21.8 124 -33 8.3
Government revenues (excluding grants, in pcrcent of GDP) 392 399 389 35.9 356 36.7 375 39.1 39.4 394 394 394
Aid flows (in Millions of US dollars) 7/ 46.6 126.1 127.0 1234 249.4 190.9 162.8 162.8 162.8 188.0 254.0
o/w Grants 240 799 102.8 99.7 161.4 130.9 102.8 102.8 102.8 138.0 2490
of/w Concesstonal loans 226 462 242 237 88.0 60.0 60.0 60.0 60.0 50.0 5.0
Grant-cquivalent financing (in percent of GDP) 8/ 18 54 3.8 30 23 2.1 1.9 1.5 1.8
Grant-equivalent financing (in percent of external financing) 8/ 331 47.9 44.8 41.8 582 65.3 433 336 42.0
Memorandum items: .
Nominal GDP (Millions of US dotlars) 34084 44011 6054 .8 5359.0 50948 53304 57057 61192 6581.8 88415 159537
Nominal dollar GDP growth 14.1 291 37.6 -11.5 -4.9 4.6 7.0 72 7.6 1.7 6.1 6.1 6.1
PV of PPG external debt (in Millions of US dollars) 900.8 1044.9 1298.0 1514.4 17134 17682 17992 1976.8 35337
24 4.7 42 3.7 1.0 0.5 28 0.7 1.1 1.0

(P Vt-PVt-1)/GDPt-1 (in percent)

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 cxchange rate changes.
4/ Assumes that PV of private sector debt is equivalent to its facc value.

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

6/ Hlistorical 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-cquivalent financing includes grants provided directly to the government and through new borrowing (difference between the face vatue and the PV of new debt).



Table 2A Moldova: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed External Debt, 2009-2029
(In percent)

Projections

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2029

PV of debt-to GDP ratio
Baseline 22 26 29 31 29 28 26 25 24 23 23 22
A. Alternative Scenarios

Al. Key variables at their historical averages in 2009-2029 1/ 22 16 13 11 9 7 7 5 5 5 4 5
A2, New public sector loans on [ess favorable terms in 2009-2029 2 22 29 33 36 35 34 33 32 31 31 31 34

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2010-2011 22 24 26 27 25 22 20 18 16 15 14 14
B2. Export value growth at historical average minus one standard deviationin2010-2011 3/ 22 28 42 42 39 36 34 31 28 26 24 16
B3. US dollar GDP deflator at historical average mimus one standard deviation in 2010-2011 22 24 28 28 26 24 21 19 17 16 15 15
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 22 35 49 48 46 42 40 37 33 30 28 17
B5. Combination of B1-B4 using one-half standard deviation shocks 22 25 36 36 34 31 29 27 24 22 20 14
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 22 35 38 39 36 32 29 26 23 22 20 21

PV of debt-to-experts ratio
Baseline 61 64 61 62 57 52 49 46 44 42 41 38

A. Alternative Scenarios

Al. Key variables at their historical averages in 2009-2029 1/ 61 40 28 23 17 14 12 10 9 8 8 9
A2, New public sector loans on less favorable terms in 2009-2029 2 61 72 70 72 68 64 61 59 57 56 56 58

B. Bound Tests

B1.Real GDP growth at historical average minus one standard deviation in 2010-2011 61 59 55 53 47 41 37 32 29 27 25 24
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 61 77 123 117 106 95 87 80 72 65 60 38
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 61 59 55 53 47 41 37 32 29 27 25 24
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 61 86 103 97 89 80 74 68 61 55 50 28
B5. Combination of B1-B4 using one-half standard deviation shocks 61 71 100 95 86 77 71 64 58 53 48 32
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 61 59 55 53 47 41 37 32 29 27 25 24

PV of debt-to-revenue ratio
Baseline 60 73 78 82 75 70 67 64 61 59 57 57

A. Alternative Scenarios

Al. Key variables at their historical averages in 2009-2029 1/ 60 46 36 30 22 19 17 14 i2 12 11 13
A2. New public sector loans on less favorable terms in 2009-2029 2 60 82 90 95 89 85 83 81 79 79 78 86
B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2010-2011 60 68 71 71 63 56 51 45 41 38 35 37
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 60 79 114 112 101 92 86 79 72 66 61 40
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 60 67 76 76 67 60 54 48 44 40 38 39
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 60 98 132 129 117 108 101 93 85 77 71 42
B5. Combination of B1-B4 using one-half standard deviation shocks 60 71 98 96 87 79 74 68 62 56 52 36

B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 60 99 103 103 91 82 73 66 60 55 51 53

L1



Table 2A.Moldova: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed External Debt, 2009-2029 (continued)

(In percent)

Projections
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2029
Debt service-to-exports ratio
Baseline 5 4 3 4 4 3 3 4 5 5 5 5
A. Alternative Scenarios
Al.Key variables at their historical averages in 2009-2029 1/ 5 3 2 2 2 1 1 2 1 1 1 1
A2 New public sector loans on less favorable terms in 2009-2029 2 5 4 4 4 4 4 4 5 5 5 4 6
B. Bound Tests
B1. Real GDP growth at historical average minus one standard deviation in 2010-2011 5 4 3 3 3 3 3 4 4 4 4 3
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 5 5 5 6 6 5 5 7 9 9 8 6
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 5 4 3 3 3 3 3 4 4 4 4 3
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 5 4 4 5 5 4 4 6 8 7 7 4
B5. Combination of B1-B4 using one-half standard deviation shocks 5 4 4 5 5 4 4 6 7 7 7 5
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 5 4 3 3 3 3 3 4 4 4 4 3
Debt service-to-revenue ratio

Baseline 5 5 4 5 5 4 5 6 7 7 7 7
A. Alternative Scenarios
Al . Key variables at their historical averages in 2009-2029 1/ 5 4 3 3 2 2 2 2 2 2 1 1
A2. New public sector loans on less favorable terms in 2009-2029 2 5 5 5 6 6 5 6 6 6 6 6 9
B. Bound Tests
B1.Real GDP growth at historical average minus one standard deviation in 2010-2011 5 5 4 5 5 4 4 5 6 6 6 5
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 5 5 5 6 6 5 5 7 9 9 9 6
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 5 5 5 5 5 4 4 6 6 6 6 5
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 5 5 5 6 6 6 6 9 10 10 10 6
B5. Combination of B1-B4 using one-half standard deviation shocks 5 4 4 5 5 5 5 6 8 8 7 5
B6. One-time 30 percent nominal depreciation relative to the baseline in2010 5/ 5 7 6 7 7 6 6 8 8 8 8 7
Memorandum item:
Grant element assumed on residual financing (i.e., financing required above baseline) 6/ 7 7 7 7 7 7 7 7 7 7 7 7

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 FDIL
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 3A Moldova: Public Sector Debt Sustainability Framework, Baseline Scenario, 2006-2029

(In percent of GDP, unless otherwise indicated)

Actual

Estimate Projections
Average Standard 2000-14 201529
2006 2007 2008 Deviation 2009 2010 2011 2012 2013 2014 Average 2019 2029 Average
Public sector debt 1/ 340 26.8 213 309 37.0 39.7 41.0 38.7 36.2 297 255
o/wforeign-currency denominated 256 19.8 157 22.4 28.7 323 346 33.1 313 257 231
Change in public sector debt -3.6 =72 -5.5 9.6 6.0 2.7 13 -23 -2.5 1.0 -06
Identified debt-creating flows -6.0 -8.5 -6.3 12.9 5.1 24 -0.3 -2.3 -2.0 <09  -07
Primary deficit -1.3 -1.0 -0.2 -2.0 35 75 55 3.6 17 03 -0.2 3.1 -0.1 -0.2 -0.2
Revenue and grants 399 41.7 40.6 37.8 388 392 393 40.8 41.0 41.0 410
of which: grants 07 1.8 1.7 1.9 32 2.5 1.8 1.7 1.6 1.6 16
Primary (noninterest) expenditure 386 40.8 404 453 443 42.8 41.0 41.0 40.8 408 407
Automatic debt dynamics 43 =73 -4.2 58 0.2 -0.6 -1.4 -1.9 -1.7 -0.8 -0.4
Contribution from interest rate/growth differential <37 -6.0 -5.3 39 2.1 -0.4 -1.5 -1.7 -1.7 -08 -04
of which: contribution from average real inlerest rate -2.0 -5.0 -3.4 1.7 2.5 0.6 0.4 03 0.1 0.4 0.6
of which: contribution from real GDP growth -17 -1.0 -19 21 -0.5 -1.1 -19 -2.0 -1.8 -12 -10
Contribution from real exchange rate depreciation -0.6 -1.3 il 2.0 -1.9 -0.2 0.1 -0.2 0.0
Other identified debt-creating flows -0.4 -0.3 -1.9 -0.4 -0.6 -0.6 -0.6 -0.7 -0.1 00 0.0
Privatization receipts (negative) -0.4 -0.3 -1.9 -0.4 -0.6 -0.6 -0.6 -0.7 -0.1 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) 00 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 23 13 0.8 =33 0.9 04 1.6 0.0 -0.5 0.0 0.1
Other Sustainability Indicators
PV of public sector debt 85 7.0 20.5 30.2 343 36.2 37.0 349 326 26.6 248
o/w foreign-currency denominated 0.0 14.9 216 26.0 28.8 30.6 29.2 27.6 22.6 22.4
o/w external 149 216 26.0 28.8 30.6 292 27.6 226 224
PV of contingent liabilities (not included in public sector debt)
Gross fmancing need 2/ 6.9 4.8 4.9 12.9 152 133 10.7 8.7 73 6.9 52
PV of public sector debt-to-revenue and grants ratio (in percent) 212 16.8 50.4 79.9 883 92.4 94.2 85.5 79.4 64.9 60.6
PV of public sector debt-to-revenue ratio (in percent) 216 17.6 3527 84.1 96.2 985 98.7 89.2 82.6 67.5 63.0
o/wexternal 3/ 38.3 60.2 73.0 785 81.6 74.7 70.1 57.3 56.8
Debt service-to-revenuc and grants ratio {(in percent) 4/ 9.2 6.9 6.0 72 6.8 7.0 7.0 6.6 6.0 8.0 7.6
Debt scrvice-to-revenue ratio (in percent) 4/ 9.3 7.2 6.3 7.6 7.4 74 73 6.9 6.2 83 7.9
Primary deficit that stabilizes the debt-to-GDP ratio 2.3 62 53 =21 -0.5 08 03 2.6 23 08 03
Key macroe ic and fiscal p
Real GDP; growth (in percent) . 48 30 7.8 5.0 3.6 9.0 15 3.0 3.0 5.0 5.0 18 4.0 4.0 4.0
Average nominal mtesest rate on forex debt (in percent) 33 1.9 1.8 33 11 23 2.5 2.1 2.1 1.9 9 . 22 22 33 26
Average real interest rate on domestic debt (in percent) -6.6 -3.8 5.4 -0.5 48 138 55 6.1 55 55 7.0 7.6 10.0 83
Real exchange rate depreciation (in percent, + indicates depreciation} -2.4 -6.5 7.6 -3.7 10.5 108
Inflation rate (GDP deflator, in percent) 134 159 9.2 16.0 10.1 39 6.5 4.7 4.7 43 40 4.7 4.0 4.0 4.0
Growth of real primary spending {deflated by GDP deflator, in pereent) 01 01 0.1 0.1 0.2 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Grant element of new external borrowing (in percent) -1 273 222 224 273 325 218 12.4 =33

Sources: Country authorities; and staff estimatcs and projections.
1/ General govemment gross debt, excluding debt of state-owned enterprises.

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 intcrest 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 4A Moldova: Sensitivity Analysis for Key Indicators of Public Debt 2009-2029

Projections

2009 2010 2011 2012 2013 2014 2019 2029
PV of Debt-to-GDP Ratio

Baseline 30 34 36 37 35 33 27 25
A Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 30 26 22 19 16 12 0 0
A2. Primary balance is unchanged from 2009 30 36 42 49 53 58 87 146
A3. Permanently lower GDP growth 1/ 30 35 38 40 39 38 45 90
B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2010-2011 30 34 37 39 37 36 32 36
B2. Primary balance is at historical average minus one standard deviations in 2010-2011 30 30 30 31 29 27 22 21
B3. Combination of B1-B2 using one half standard deviation shocks 30 28 26 27 24 21 13 7
B4. One-time 30 percent real depreciation in 2010 30 43 45 45 43 41 35 38
BS5. 10 percent of GDP increase in other debt-creating flows in 2010 30 44 46 .47 44 42 35 32

PV of Debt-to-Revenue Ratio 2/

Baseline 80 88 92 94 85 79 65 61
A. Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 80 67 56 49 39 30 0 0
A2. Primary balance is unchanged from 2009 80 94 108 124 131 142 212 356
A3. Permanently lower GDP growth 1/ 80 90 96 101 95 93 109 217
B. Bound tests

BI. Real GDP growth is at historical average minus one standard deviations in 2010-2011 80 88 95 99 91 87 79 87
B2. Primary balance is at historical average minus one standard deviations in 2010-2011 80 78 77 79 71 66 53 50
B3. Combination of B1-B2 using one half standard deviation shocks 80 72 67 68 59 52 32 17
B4. One-time 30 percent real depreciation in 2010 80 112 114 115 105 99 86 93
BS. 10 percent of GDP increase in other debt-creating flows in 2010 80 114 118 119 108 101 85 77

Debt Service-to-Revenue Ratio 2/

Baseline 7 7 7 7 7 6 8 8
A. Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 7 7 6 5 4 4 2 0
A2. Primary balance is unchanged from 2009 7 7 7 8 8 8 17 34
A3. Permanently lower GDP growth 1/ 7 7 7 7 7 7 11 20
B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2010-2011 7 7 7 7 7 6 9 10
B2. Primary balance is at historical average minus one standard deviations in 2010-2011 7 7 7 6 6 5 7 7
B3. Combination of B1-B2 using one half standard deviation shocks 7 7 6 6 5 5 5 3
B4. One-time 30 percent real depreciation in 2010 7 8 9 9 9 8 12 14
BS. 10 percent of GDP increase in other debt-creating flows in 2010 7 7 8 9 8 7 10 9

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.



Table 5A: External Debt Sustainability Framework with Additional Non-Concessional Borrowing, and Positive Impact on Growth, 2009-2029 1/
(In percent of GDP, unless otherwise indicated)

Actual Historical ~ Standard Projections
Average Dewviation 2009-2014 2015-2029
2006 2007 2008 2009 2010 2011 2012 2013 2014 Average 2019 2029 Avcrage
External debt (nominal) 1/ 64.7 62.7 559 68.1 81.0 87.7 913 90.8 89.7 85.7 65.5
o/w public and publicly guaranteed (PPG) 25.6 19.8 15.7 224 30.7 36.4 40.4 40.2 395 37.6 24.0
Change in external debt 2.5 -2.0 -6.8 122 12.9 6.6 3.6 -0.5 -1.2 -0.9 -1.5
Identified nct debt-creating flows -2.1 -9.3 -10.7 13.9 8.2 7.4 4.6 27 2.0 -0.1 -2.7
Non-interest current account deficit 103 155 16.6 6.0 6.6 7.5 9.8 11.1 10.1 93 8.7 7.0 52 6.6
Deficit in balance of goods and scrvices 47.1 5255 53.0 33.0 39.0 40.3 39.8 39.6 394 36.7 327
Exports 44.8 45.4 41.0 35.6 41.1 47.3 50.0 52.0 535 58.2 61.2
Imports 91.9 97.9 94.0 68.5 80.1 87.7 89.8 91.6 92.9 94.9 93.9
Net current transfers (negative = inflow) -39.1 -40.0 -384 -29.9 8.5 -27.2 -323 -322 -32.7 -333 -33.7 -31.9 -28.6 -30.9
o/w official -1.9 -1.7 -2.0 -15 -3.1 -2.4 -1.8 -1.6 -1.5 -1.5 -1.5
Other current account flows (negative = net inflow) 2.3 3.0 1.9 1.7 3.1 3.0 3.0 3.0 3.0 2.2 1.1
Net FDI (negative = inflow) -6.9 -11.9 -11.4 -6.5 3.4 -1.7 -39 -4.8 -5.1 -5.8 -6.3 -7.5 -8.8 -7.9
Endogenous debt dynamics 2/ -5.5 -13.0 -15.9 8.1 23 1.1 -0.4 -0.8 -0.3 0.4 0.9
Contribution from nominal intcrcst rate 2.1 1.6 13 2.5 3.8 39 4.1 3.8 4.3 4.1 3.8
Contribution from real GDP growth -2.6 -1.5 -3.6 5.7 -1.5 2.7 -4.5 -4.7 -4.6 -37 -2.8
Contribution from price and exchange rate changes -5.1 -13.1 -13.6
Residual (3-4) 3/ 4.7 7.3 39 -1.7 4.7 -0.8 -1.0 -3.1 -3.2 -0.8 1.2
o/w exceptional financing -2.5 -3.1 -2.6 -1.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0
PV of external debt 4/ 55.1 67.4 782 839 86.9 86.5 85.6 82.0 64.9
In percent of exports 1343 189.3 190.2 177.3 173.8 166.6 160.0 140.9 106.0
PV of PPG external debt .- - 14.9 21.6 27.9 32.6 359 35.9 354 33.9 233
In percent of exports 363 60.7 67.9 69.0 71.9 69.2 66.1 58.2 38.1
In percent of government revenues 383 60.2 78.8 89.8 97.5 93.9 92.0 90.4 65.1
Debt service-to-exports ratio (in percent) 15.1 13.7 16.6 19 20 17 i8 17 19 23.7 229
PPG debt service-to-exports ratio (in percent) 7.0 3.9 33 4.7 4.0 3.4 3.7 3.9 3.8 6.1 52 [\
PPG debt service-to-revenue ratio (in percent) 8.0 4.4 35 4.6 4.7 4.5 5.1 5.3 5.3 9.5 8.8 —
Total gross financing need (Millions of U.S. dollars) 1118.9 13329 18653 2057.4 21001 21282 21806 21264 22150 25932 31799
Non-interest current account deficit that stabilizes debt ratio 7.7 17.5 233 -4.7 -3.1 4.5 6.5 9.8 9.8 79 6.7
Key macrgeconomic assumptions
Real GDP growth (in percent) 4.8 3.0 7.8 5.0 3.6 -9.0 2.1 36 5.5 55 5.5 22 4.5 4.5 4.5
GDP deflator in US dollar terms (change in percent) 8.9 25.4 276 9.4 15.7 -2.8 -6.3 1.6 1.9 2.1 24 -0.2 2.0 2.0 2.0
Effective interest rate (pereent) 5/ 3.9 32 2.8 4.1 0.8 39 53 5.0 5.0 4.5 5.1 4.8 5.0 6.0 5.4
Growth of exports of G&S (US dollar terms, in percent) 1.5 30.9 24.3 i3.2 15.7 -232 10.5 21.1 13.7 12.0 11.2 7.5 8.4 7.1 7.6
Growth of imports of G&S (US dollar terms, in percent) 153 37.5 32.1 18.7 209 -35.5 11.8 15.1 10.2 9.9 9.6 35 7.0 6.4 6.7
Grant element of new public sector borrowing (in percent) -1.1 231 18.1 18.1 18.0 19.2 159 104 -3.3 6.0
Government revenues (excluding grants, in percent of GDP) 392 399 389 359 354 36.3 36.9 38.3 385 375 358 37.0
Aid flows (in Millions of US dollars) 7/ 46.6 126.1 127.0 1234 2494 190.9 162.8 162.8 162.8 188.0 2540
o/w Grants 24.0 79.9 102.8 99.7 161.4 1309 102.8 102.8 102.8 138.0 249.0
o/w Concessional loans 22.6 46.2 242 237 88.0 60.0 60.0 60.0 60.0 50.0 5.0
Grant-equivalent financing (in percent of GDP) 8/ 1.8 5.5 39 31 2.4 22 2.0 13 1.7
Grant-cquivalent financing (in percent of external financing) 8/ 331 414 36.7 338 41.0 439 32.0 31.2 354
Memorandum items:
Nominal GDP (Millions of US dollars) 3408.4 4401.1 60548 5359.0 51243 5390.6 57990 62483 67498 9287.0 175809
Nominal dollar GDP growth 14.1 29.1 376 -11.5 -4.4 52 7.6 7.7 8.0 2.1 6.6 6.6 6.6
PV of PPG extcrnal debt (in Millions of US dollars) 900.8 1044.9 1399.6 1732.3 20484 22213 23621 31152 40516
(PVt-PVt-1)/GDPt-1 (in percent) 2.4 6.6 6.5 59 3.0 2.3 4.4 2.0 0.7 1.1

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)V/(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 excoptional financing (i.c., changes in arrears and debt relict); changes in gross foreign assets; and valuation adjustments, For projections also includes contribution from price and exchange rate changes.

4/ Assumcs 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 relicf.

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).



Table 6A.Moldova: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed External Debt with Additional Non-Concessional Borrowing, and Positive Impact on Growth, 2009-2029 1/
: (In percent)

Projections

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2029

PV of debt-to GDP ratio
Baseline 22 28 33 36 36 35 35 34 34 34 34 23
A. Alternative Scenarios

Al. Key variables at their historical averages in 2009-2029 1/ 22 16 13 10 6 3 1 0 0 0 1 9
A2. New public sector loans on less favorable terms in 2009-2029 2 22 32 38 42 43 43 43 43 44 44 45 37

B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2010-2011 22 26 30 32 32 30 29 28 27 27 27 17
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 22 30 47 48 47 45 43 41 39 37 35 18
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 22 26 32 34 34 32 31 30 29 28 28 18
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 22 37 52 54 52 50 47 44 42 40 38 18
BS5. Combination of B1-B4 using one-half standard deviation shocks 22 28 41 43 42 40 38 36 34 33 31 - 16
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 22 38 43 47 46 44 42 40 39 39 38 25

PV of debt-to-exports ratio
Baseline 61 68 69 72 69 66 64 62 61 60 58 38

A. Alternative Scenarios

Al. Key variables at their historical averages in 2009-2029 1/ 61 40 27 20 12 6 3 0 0 0 2 15
A2. New public sector loans on less favorable terms in 2009-2029 2 61 77 80 84 82 80 79 78 78 77 77 60
B. Bound Tests

B1. Real GDP growth at historical average minus one standard deviation in 2010-2011 61 63 62 63 60 55 52 49 47 46 45 28
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 61 84 140 136 128 119 112 103 97 91 86 42
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 61 63 62 63 60 55 52 49 47 46 45 28
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 61 90 110 107 100 94 87 80 75 70 65 30
B5. Combination of B1-B4 using one-half standard deviation shocks 61 77 115 113 106 98 92 85 80 76 71 35
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 61 63 62 63 60 55 52 49 47 46 45 28

PV of debt-to-revenue ratio

Baseline 60 79 90 98 94 92 91 90 90 90 90 65
A. Alternative Scenarios

Al. Key variables at their historical averages in 2009-2029 1/ 60 46 35 27 17 9 4 0 0 1 3 25
A2. New public sector loans on less favorable terms in 2009-2029 2 60 90 104 114 112 111 112 113 115 117 119 103
B. Bound Tests

B1l. Real GDP growth at historical average minus one standard deviation in 2010-2011 60 73 83 88 83 79 76 74 72 72 71 49
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 60 86 129 131 123 118 113 107 102 98 94 51
B3. US dotlar GDP deflator at historical average minus one standard deviation in2010-2011 60 73 88 93 88 84 80 78 76 76 75 51
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 60 104 144 143 136 130 124 117 111 106 101 51
B5. Combination of B1-B4 using one-half standard deviation shocks 60 78 114 116 109 104 100 94 90 87 84 46

B6. One-time 30 percent nominal depreciation relative to the baseline in2010 5/ 60 107 119 126 119 113 109 105 104 103 102 69
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Table 6A.Moldova: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed External Debt with Additional Non-Concessional Borrowing, and Positive Impact on Growth, 2009-2029 (continued) 1/
(In percent)

Projections

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2029

Debt service-to-exports ratio
Baseline 5 4 3 4 4 4 4 5 6 6 6 5
A. Alternative Scenarios

Al. Key variables at their historical averages in 2009-2029 1/ 5 3 2 2 2 1 1 1 1 1 0 1
A2 New public sector loans on less favorable terms in 2009-2029 2 5 4 4 5 5 5 5 7 7 6 6 7

B. Bound Tests

B1.Real GDP growth at historical average minus one standard deviation in 2010-2011 5 4 3 4 4 4 4 5 5 5 5 4
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 5 5 5 7 7 6 7 11 11 11 10 6
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 5 4 3 4 4 4 4 5 5 5 5 4
B4 . Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 5 4 4 5 5 5 6 8 9 8 8 4
B5. Combination of B1-B4 using one-half standard deviation shocks 5 4 4 6 6 5 6 9 9 9 9 5
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 5 4 3 4 4 4 4 5 5 5 5 4
Debt service-to-revenue ratio
Baseline 5 5 4 5 5 5 6 8 9 9 9 9
A. Alternative Scenarios
Al. Key variables at their historical averages in 2009-2029 1/ 5 4 3 3 2 2 1 1 1 1 1 1
A2 New public sector loans on less favorable terms in 2009-2029 2 5 5 5 6 7 6 7 10 10 9 10 13
B. Bound Tests
B1.Real GDP growth at historical average minus one standard deviation in 2010-2011 5 5 4 5 5 5 5 7 8 8 7
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 5 5 5 6 6 6 7 11 11 12 11 7
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 5 5 5 5 5 5 6 7 8 9 7
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 5 5 5 7 7 7 9 12 13 13 13 8
BS. Combination of B1-B4 using one-half standard deviation shocks 5 4 4 6 6 6 7 10 10 10 10 7
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 5 7 6 7 7 7 8 10 11 12 12 10
Memorandum item:
Grant element assumed on residual financing (i.e., financing required above baseline) 6/ 5 5 5 5 5 5 5 5 5 5 5 5

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 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 7A Moldova: Public Sector Debt Sustainability Framework, Baseline Scenario with Additional Non-Concessional Borrowing, and Positive Impact on Growth, 2009-2029 1/

(In percent of GDP, unless otherwise indicated)

Actual

Estimate Projections
Average Stan}dard 2009-14 2015-29
2006 2007 2008 Deviation 2009 2010 2011 2012 2013 2014 Average 2019 2029 Average
Public sector debt 1/ 34.0 26.8 213 309 38.9 43.7 46.7 45.8 443 414 262
o/w foreign-currency denominated 256 198 157 224 30.7 364 40.4 40.2 39.5 376 240
Change in public sector debt -3.6 -72 -55 9.6 8.0 4.7 30 -0.9 -1.5 -0.5 -1.2
Identified debt-creating flows -6.0 -8.5 -63 129 4.9 2.0 -0.8 -3.0 -2.7 -1.8  -09
Primary deficit -13 -1.0 -0.2 -2.0 35 75 55 3.5 1.5 0.1 -0.4 29 -0.5 -03 -0.4
Revenue and grants 399 41.7 40.6 378 38.6 38.8 38.6 39.9 40.0 390 372
of which: grants 0.7 1.8 1.7 1.9 3.1 24 18 1.6 15 1.5 14
Primary (noninterest) expenditure 386 408 404 453 440 422 402 40.0 39.6 385 368
Automatic debt dynamics -4.3 -73 -4.2 5.8 0.0 -0.9 -1.7 -2.4 <22 -1.4 -0.6
Contribution from interest rate/growth differential =37 -6.0 -53 3.9 1.9 -0.7 -1.8 -2.1 2.2 -1.4 -0.6
of which: contribution from average real interest rate -2.0 -50 -34 1.7 2.5 0.7 0.5 03 0.2 0.5 0.6
of which: contribution from real GDP growth -1.7 -1.0 -1.9 2.1 -0.6 -1.3 -23 -24 -2.4 -1.8 -1.2
Contribution from real exchange rate depreciation -0.6 -1.3 1.1 20 -1.9 -0.2 0.1 -0.3 0.0
Other identified debt-creating flows -04 -03 -1.9 -0.4 -0.6 -0.6 -0.6 -0.7 0.1 0.0 0.0
Privatization receipts (negative) -0.4 -03 -19 -04 -0.6 -0.6 -0.6 -0.7 -0.1 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
Debit relief (HIPC and other) 00 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) 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Residual, including asset changes 23 13 0.8 -3.3 3.1 2.7 3.8 2.0 13 1.3 -0.2
Other Sustainability Indicators
PV of public sector debt 85 7.0 20.5 302 36.1 39.9 423 413 402 377 255
o/w foreign-currency denominated 0.0 0.0 14.9 21.6 27.9 32.6 359 359 35.4 339 233
o/wexternal 149 21.6 279 326 35.9 359 354 339 233
PV of contingent liabilities {not included in public sector debt) .
Gross financing need 2/ 6.9 4.8 49 129 15.1 13.1 10.6 85 72 7.2 53
PV of public sector debt-to-revenue and grants ratio (in percent) 212 16.8 50.4 79.9 93.6 103.0 109.4 103.8 100.5 96.7 68.6
PV of public sector debt-to-revenue ratio (in percent) 216 17.6 52.7 84.1 101.9 109.8 114.7 1083 104.5 1005 71.3
o/wexternal 3/ 383 60.2 78.8 89.8 975 93.9 92.0 90.4 63.1
Debt service-to-revenue and grants ratio (in percent) 4/ 9.2 6.9 6.0 72 6.8 7.1 73 7.1 69 106 9.5
Debt service-to-revenue ratio (in percent) 4/ 93 72 6.3 76 7.4 7.6 76 74 7.1 11.0 9.9
Primary deficit that stabilizes the debt-to-GDP ratio 23 6.2 53 -2.1 2.3 -1.3 -3 1.0 1.0 0.1 0.9
Key macroeconomic and fiscal assumptions
Real GDP growth (in percent) 4.8 3.0 78 5.0 3.6 -9.0 3.6 5 55 55 22 43 4.5' 45
Average nominal interest rate on forex debt (in percent) 33 1.9 L8 33 L1 23 22 21 2.1 . 22 23 35 , 2.8
Average real interest rate on domestic debt (in percent) -6.6 38 5.4 0.3 4.8 138 5 6.1 5 55 58 7.0 7.6 10.0 83
Real exchange rate depreciation (in percent, + indicates depreciation) -24 -6.5 76 -3.7 10.5 10.8
Inflation rate (GDP deflator, in percent) 134 159 9.2 16.0 10.1 39 6.5 47 4.7 43 4.0 4.7 4.0 4.0 4.0
Growth of real primary spending (deflated by GDP deflator, in percent) 0.1 0.1 0.1 0.1 0.2 0.0 0.0 00 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Grant ekement of new external borrowing (in percent) -1.1 23.1 18.1 18.1 18.0 19.2 159 10.4 <33

Sources: Country authoritics; and staff estimates and projections.
1/ General government gross debt, excluding debt of state-owned enterprises.

2/ Gross financing need is defmed as the primary deficit phis 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 mterest and amortization of medium and long-term debt.

3/ Historical averages and standard deviations are generally derived over the past 10 years, subject to data availability.
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Table 8A.Moldova: Sensitivity Analysis for Key Indicators of Public Debt 2009-2029

Projections

2009 2010 2011 2012 2013 2014 2019 2029
PV of Debt-to-GDP Ratio

Baseline 30 36 40 42 41 40 38 26
A Alternative scenarios

Al Real GDP growth and primary balance are at historical averages 30 28 26 25 23 21 13 0
A2, Primary balance is unchanged from 2009 30 38 46 54 60 66 99 145
A3, Pennanently lower GDP growth 1/ 30 37 41 45 45 46 56 84
B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2010-2011 30 37 42 46 46 46 48 42
B2. Primary balance is at historical average ninus one standard deviations in2010-2011 30 32 34 37 36 3 33 22
B3. Combination of BI1-B2 using one half standard deviation shocks 30 30 30 33 32 31 28 16
B4. One-time 30 percent real depreciationin 2010 30 45 48 50 49 48 47 41
B5. 10 percent of GDP increase in other debt-creating flows in 2010 30 46 50 52 51 49 46 32

PV of Debt-to-Revenue Ratio 2/

Baseline 80 94 103 109 104 101 97 69
A Alternative scenarios

Al. Real GDP growth and primary balance are at historical averages 80 72 67 65 58 53 33 0
A2. Primary balance is unchanged from 2009 80 99 119 140 151 166 254 391
A3. Permanently lower GDP growth 1/ 80 95 107 116 114 115 143 226
B. Bound tests

BI. Real GDP growth is at historical average minus one standard deviations in 2010-2011 80 95 109 118 115 114 122 114
B2. Primary balance is at historical average minus one standard deviations in2010-2011 80 83 88 95 90 87 85 59
B3. Combination of B1-B2 using one half standard deviation shocks 80 78 78 85 80 77 72 42
B4. One-time 30 percent real depreciation in 2010 80 117 125 130 124 120 120 110
B5. 10 percent of GDP increase in other debt-creating flows in 2010 80 120 128 134 127 123 117 85

Debt Service-to-Revenue Ratio 2/

Baseline 7 7 7 7 7 7 11 10
A Alternative scenarios

Al. Real GDP growth and priinary balance are at historical averages 7 7 6 5 5 5 5 1
A2. Primary balance is unchanged from 2009 7 7 7 8 9 9 20 38
A3. Pennanently lower GDP growth 1/ 7 7 7 8 7 7 13 22
B. Bound tests

B1. Real GDP growth is at historical average minus one standard deviations in 2010-2011 7 7 7 8 8 7 12 14
B2. Primary balance is at historical average minus one standard deviations in 2010-2011 7 7 7 6 6 6 9 3
B3. Combination of B1-B2 using one half standard deviation shocks 7 7 6 6 6 6 8 7
B4. One-time 30 percent real depreciation in 2010 7 8 9 10 10 10 16 19
BS. 10 percent of GDP increase in other debt-creating flows in 2010 7 7 8 9 8 8 13 11

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.



Table 9A. Moldova: External Debt Sustainability Framework with Additional Non-Concessional Borrowing and no Impact on Growth, 2006-2029 1/
(In percent of GDP, unless otherwise indicated)

Actual Historical  Standard Projections
Average  Dewviation 2009-2014 2015-2029
2006 2007 2008 2009 2010 2011 2012 2013 2014  Average 2019 2029 Average
External debt (nominal) 1/ 64.7 62.7 55.9 68.1 81.5 88.7 92.8 92.8 92.0 87.8 69.5
o/w public and publicly guaranteed (PPG) 25.6 19.8 15.7 224 30.9 36.8 41.0 41.1 40.5 37.3 259
Change jn external debt 2.5 =20 -6.8 122 13.4 72 4.1 0.0 -0.8 -1.6 -1.4
Identified net debt-creating flows =21 -9.3 -10.7 13.9 8.3 7.2 3.9 1.5 0.4 1.0 1.2
Non-interest current account deficit 103 155 16.6 6.0 6.6 7.5 9.4 10.5 9.0 7.8 6.8 6.9 7.1 7.0
Deficit in balance of goods and services 47} 525 530 33.0 388 399 39.1 38.7 383 37.4 35.4
Exports 44.8 454 41.0 356 41.0 472 49.8 517 530 55.5 58.4
Imporis 919 97.9 940 68.5 79.9 87.1 88.9 90.4 913 93.0 938
Net current transfers (negative = inflow) -39.1 -40.0 -38.4 -29.9 8.5 -27.2 -32.4 -32.5 -33.1 -33.9 -34.5 -32.6 -29.2 -31.6
ofw official -1.9 -1.7 -2.0 -1.5 3.2 -2.5 -1.8 -1.7 -1.6 -1.6 -1.6
Other current account flows (negative = net inflow) 23 3.0 19 1.7 3.1 3.1 3.1 3.0 3.0 22 0.9
Net FDI (negative = inflow) -6.9 -11.9 -11.4 -6.5 34 -1.7 -3.9 -4.9 -5.2 -6.0 -6.4 -6.8 -7.2 -6.9
Endogenous debt dynamics 2/ -55 -13.0 -15.9 8.1 2.7 1.6 0.0 -0.4 0.1 0.9 13
Contribution from nominal interest rate 21 1.6 13 2.5 38 39 42 39 4.4 4.2 39
Contribution from real GDP growth 2.6 -15 -3.6 57 -1.1 -23 -4.1 -4.3 -4.3 -3.4 2.7
Contribution from price and exchange rate changes -5.1 -13.1 -13.6
Residual (3-4) 3/ 4.7 73 3.9 -1.7 5.1 0.0 0.3 -1.5 -12 -2.6 -2.6
o/w exceptional financing -25 -3.1 -2.6 -1.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0
PV of external debt 4/ 55.1 67.4 78.7 84.9 88.3 88.4 87.7 84.0 68.6
In percent of exports 1343 189.3 191.7 179.6 177.2 171.1 1655 151.2 117.5
PV of PPG external debt . . 14.9 21.6 28.1 33.0 36.5 36.7 363 335 25.1
In percent of exports 363 60.7 68.4 69.8 733 71.0 68.4 60.3 42.9
In percent of government revenues 383 60.2 78.2 89.8 97.5 93.9 92.0. 85.1 63.6
Debt service-to-exports ratio (in percent) 15.1 13.7 16.6 19 21 17 19 17 20 262 24.9
PPG debt service-to-exports ratio (in percent) 7.0 3.9 33 4.7 4.1 35 3.8 4.0 3.9 6.7 55 o
PPG debt service-to-revenue ratio (in percent) 8.0 4.4 3.5 4.6 4.6 4.5 5.1 53 53 9.4 8.2 S
Total gross financing need (Millions of U.S. dollars) 11189 13329 18653 2057.4 2078.7 2086.2 2108.5 2022.9 2079.0 2659.3 3679.6
Non-interest current account deficit that stabilizes debt ratio 7.7 175 233 -4.7 -39 33 4.9 79 76 8.5 8.5
Key macroeconomic assumptions
Real GDP growth (in percent)} 4.8 3.0 7.8 50 3.6 -5.0 1.5 3.0 5.0 5.0 50 1.8 4.0 4.0 4.0
GDP deflator in US dollar terms {change in percent) 89 254 27.6 94 157 -2.8 -6.3 1.6 1.9 2.1 2.4 -0.2 2.0 2.0 2.0
Effective interest rate (percent) 5/ 3.9 32 28 4.1 0.8 39 53 5.0 5.0 4.5 51 4.8 5.0 59 5.4
Growth of exports of G&S (US doliar terms, in percent) 15 309 243 132 15.7 -232 9.6 20.4 12.9 11.2 104 6.9 6.6 6.6 6.8
Growth of imports of G&S (US dollar terms, in percent) 153 375 321 18.7 209 -35.5 10.8 14.2 9.3 9.0 8.7 2.7 63 6.2 6.3
Grant element of new public sector borrowing (in percent) -1.1 23.1 18.1 181 18.0 192 159 11.5 -2.4 6.6
Government revenues {excluding grants, in percent of GDP) 39.2 39.9 38.9 359 359 36.7 375 39.1 39.4 39.4 39.4 39.4
Aid flows (in Millions of US doilars) 7/ 46.6 126.1 127.0 1234 249.4 191.0 162.8 162.8 162.8 188.0 254.1
ofw Grants 24.0 79.9 102.8 99.7 161.4 131.0 102.8 102.8 102.8 138.0 249.1
o/w Concessional loans 226 462 242 237 88.0 60.0 60.0 60.0 60.0 50.0 5.0
Grant-equivalent financing (in percent of GDP) 8/ 1.8 55 4.0 32 25 22 2.0 1.5 1.8
Grant-cquivalent financing (in percent of external financing) 8/ 33.1 41.4 36.7 338 41.0 43.9 358 322 36.6
Memorandum items:
Nominal GDP (Millions of US dollars) 3408.4 4401.1 60548 5359.0 50948 5330.4 57057 61192 6581.8 8841.5 159537
Nominal doliar GDP growth 14.1 291 37.6 -11.5 -4.9 4.6 7.0 72 7.6 1.7 6.1 6.1 6.1
PV of PPG external debt (in Milltons of US dollars) 900.8 1044.9 1399.6 17323 20484 22213 2362.1 29313 3955.0
2.4 6.6 6.5 5.9 30 23 45 13 0.9 I.1

(PVt-PVt-1)/GDPt-1 (in percent)

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 growthrate, and p = growth rate of GDP deflator in U.S. dollar terms.

3/ Includes exceptional financing (i.e., changes in arrcars 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 inciudes grants provided directly to the government and through new borrowing (difference between the face valuc and the PV of new debt).



Table 10A.Moldova: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed External Debt with Additional Non-Concessional Borrowing and no Impact on Growth, 2009-2029

(In percent)

Projections
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2029
PV of debt-to GDP ratio
Baseline 22 28 33 37 37 36 36 35 35 34 34 25
A. Alternative Scenarios
Al. Key variables at their historical averages in 2009-2029 1/ 22 17 14. 12 10 9 8 7 6 3 0
A2. New public sector loans on less favorable terms in 2009-2029 2 22 32 38 43 44 44 44 45 45 45 45 40
B. Bound Tests
B1. Real GDP growth at historical average minus one standard deviationin2010-2011 22 26 30 33 32 31 30 29 28 27 26 18
B2. Export value growth at historical average minus one standard deviation in 2010-2011 3/ 22 30 47 48 47 46 44 41 39 37 35 19
B3. US dollar GDP deflator at historical average minus one standard deviationin2010-2011 22 26 32 35 34 33 32 31 29 28 27 20
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 22 37 53 S5 54 52 49 46 43 41 38 20
B5. Combination of B1-B4 using one-half standard deviation shocks 22 27 40 42 41 40 38 36 34 32 30 17
B6. One-time 30 percent nominat depreciation relative to the baseline in 2010 5/ 22 38 44 47 47 45 43 41 40 38 37 27
PV of debt-to-expo rts ratio
Baseline 61 68 70 73 71 68 67 65 63 62 60 43
A. Alternative Scenarios
Al. Key variables at their historical averages in 2009-2029 1/ 61 41 30 25 19 16 14 12 10 8 6 0
A2. New public sector loans on less favorable terms in 2009-2029 2 61 78 © 81 86 84 83 82 82 81 81 80 68
B. Bound Tests
B1. Real GDP growth at historical average minus one standard deviation in2010-2011 61 63 63 65 61 57 54 52 49 47 45 31
B2. Export value growth at historical average minus one standard deviationin 2010-2011 3/ 61 83 137 135 127 119 113 106 98 92 86 46
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 61 63 63 65 61 57 54 52 49 47 45 31
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 61 91 112 110 104 97 91 85 79 73 68 34
BS5. Combination of B1-B4 using one-half standard deviation shocks 61 76 112 199 105 98 93 87 81 76 72 39
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 61 63 63 65 61 57 54 52 49 47 45 31
PV of debt-to-revenue ratio

Baseline 60 78 90 98 94 92 91 90 89 87 85 64
A. Alternative Scenarios
Al. Key variables at their historical averages in2009-2029 1/ 60 47 38 33 26 22 20 17 14 11 8 0
A2. New public sector loans on less favorable terms in 2009-2029 2 60 89 104 114 112 111 112 113 114 113 113 101
B. Bound Tests
B1. Real GDP growth at historical avexiage minus one standard deviation in 2010-2011 60 73 82 87 82 78 76 73 70 67 65 47
B2. Export value growth at historical average minus one standard deviationin 2010-2011 3/ 60 84 127 129 121 116 111 105 99 93 88 49
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 60 73 88 93 88 84 81 77 75 72 69 50
B4. Net non-debt creating flows at historical average minus one standard deviation in 2010-2011 4/ 60 104 144 146 137 131 125 117 110 103 96 50
B5. Combination of B1-B4 using one-half standard deviation shocks 60 76 110 112 106 101 97 91 86 81 77 44
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 60 107 119 126 119 114 109 105 101 97 94 67
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Table 10A Moldova: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed External Debt with Additional Non-Concessional Borrowing and no Impact on Growth, 2009-2029 (continued)

(In percent)

Projections
2009 2010 201t 2012 2013 2014 2015 2016 2017 2018 2019 2029
Debt service-to-exports ratio
Baseline 5 4 3 4 4 .4 4 6 6 7 7 6
A. Alternative Scenarios
Al. Key variables at their historical averages in 2009-2029 1/ 5 3 2 2 2 2 1 1 1 1 1 0
A2. New public sector loans on less favorable terms in 2009-2029 2 5 4 4 5 5 5 5 7 7 7 7 8
B. Bound Tests
B1. Real GDP growth at historical average minus one standard deviationin2010-2011 5 4 3 4 4 4 4 5 5 6 6 4
B2. Export vatue growth at historical average minus one standard deviation in 2010-2011 3/ S s 5 7 7 6 7 11 11 11 11 6
B3. US dollar GDP deflator at historical average minus one standard deviation in2010-2011 5 4 3 4 4 4 4 5 5 6 6 4
B4. Net non-debt creating flows at historical average minus one standard deviationin2010-2011 4/ 5 4 4 5 5 5 6 9 9 9 9 5
B5. Combination of B1-B4 using one-half standard deviation shocks S 4 4 5 6 5 6 9 9 9 9 5
B6. One-time 30 percent nominal depreciation relative to the baseline in2010 5/ 5 4 3 4 4 4 4 5 5 6 6 4
Debt service-to-revenue ratio

Baseline 5 5 4 5 5 5 6 8 9 9 9 8
A. Alternative Scenarios
Al. Key variables at their historical averages in 2009-2029 1/ 5 4 3 3 2 2 2 2 2 2 2 0
A2. New public sector loans on less favorable terms in 2009-2029 2 5 S 5 6 7 6 7 10 10 9 9 12
B. Bound Tests
B1. Real GDP growth at historical average minus one standard deviation in 2010-2011 5 5 4 5 5 5 5 7 8 8 8 6
B2. Export value growth at historical average minus one standard deviationin2010-2011 3/ 5 5 5 6 6 6 7 11 11 11 11 7
B3. US dollar GDP deflator at historical average minus one standard deviation in 2010-2011 5 5 5 5 5 5 6 8 8 9 9 7
B4. Net non-debt creating flows at historical average minus one standard deviation in2010-2011 4/ 5 5 5 7 7 7 9 12 13 13 12 7
BS5. Combination of B1-B4 using one-half standard deviation shocks 5 4 4 6 6 5 6 9 10 10 10 6
B6. One-time 30 percent nominal depreciation relative to the baseline in 2010 5/ 5 7 6 7 7 7 8 10 11 12 12 9
Memorandum item:
Grant element assumed on residual financing (i.e., financing required above baseline) 6/ 6 6 6 6 6 6 6 6 6 6 6 6

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 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 11A.Moldova: Public Sector Debt Sustainability Framework, Baseline Scenario with Additional Non-Concessional Borrowing and no Impact on Growth, 2009-2029
(In percent of GDP, unless otherwise indicated)

Actua Estimate Projections
Average Standard 2009-14 2015-29
2006 2007 2008 Deviation 2009 2010 2011 2012 2013 2014 Average 2019 2029 Average
Public sector debt 1/ 340 268 213 30.9 392 442 475 46.7 454 413 283
o/w foreign-currency denominated 256 19.8 15.7 224 30.9 36.8 41.0 41.1 40.5 373 259
Change in public sector debt =36 -7.2 -5.5 9.6 82 50 33 -0.7 -1.3 -1.1 -1.0
Identified debt-creating flows -6.0 -85 -6.3 12.9 5.1 22 -0.6 -2.8 2.6 -1.6  -08
Primary deficit -1.3 -1.0 -0.2 2.0 3.5 7.5 5.7 35 1.6 0.1 04 3.0 -05  -03 -0.4
Revenue and grants 39.9 41.7 40.6 37.8 39.0 392 393 40.8 41.0 410 410
of which: grants 0.7 1.8 1.7 19 32 2.5 1.8 17 16 16 16
Primary (noninterest) expenditure 386 40.8 404 453 447 427 408 40.8 40.5 405 406
Automatic debt dynamics -43 -7.3 -4.2 58 0.0 -0.7 -1.6 2.2 -2.0 -1.2 -0.5
Contribution from interest rate/growth differential =37 -6.0 -5.3 39 1.8 -0.5 -1.6 -1.9 -2.0 -1.2 -05
of which: contribution from average real interest rate -2.0 -5.0 -34 1.7 23 0.7 0.5 03 02 0.5 0.6
of which: contribution from real GDP growth -1.7 -1.0 -1.9 2.1 -0.5 -1.1 -2.1 -2.3 22 . -16 -1
Contribution from real exchange rate depreciation -0.6 -1.3 1.1 ) 2.0 -1.9 -02 0.1 -0.3 0.0
Other identified debt-creating flows -0.4 -0.3 -1.9 -0.4 -0.6 -0.6 -0.6 -0.7 -0.1 0.0 0.0
Privatization receipts (negative) -0.4 -0.3 -1.9 -0.4 -0.6 -0.6 -0.6 -0.7 -0.1 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 retief (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 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Residual, including asset changes 23 1.3 0.8 -3.3 31 2.8 39 2.1 13 05 -0.1
Other Sustainability Indicators
PV of public sector debt 8.5 7.0 205 302 363 404 430 23 412 375 215
o/w foreign-currency denominated 0.0 0.0 14.9 216 28.1 33.0 36.5 36.7 36.3 335 25.1
o/w external 149 216 281 33.0 365 36.7 36.3 33.5 25.1
PV of contingent liabilities (not included in public sector debt) -
Gross financing need 2/ 6.9 4.8 4.9 12.9 152 132 10.7 8.7 74 7.6 5.6
PV of public sector debt-to-revenue and grants ratio (in percent) 212 16.8 50.4 79.9 93.0 103.0 109.4 103.9 100.6 91.5 67.1
PV of public sector debt-to-revenue ratio (in percent) 21.6 17.6 52.7 84.1 101.3 109.9 1147 1083 104.5 95.2 69.8
of/w external 3/ 383 60.2 782 89.8 97.5 93.9 92.0 85.1 63.6
Debt service-to-revenue and grants ratio (in percent) 4/ 9.2 6.9 6.0 72 6.1 7.1 73 7.1 6.9 10.6 9.0
Debt service-to-revenue ratio (in percent) 4/ 9.3 72 6.3 7.6 6.7 7.6 76 74 72 11.0 9.3
Primary deficit that stabilizes the debt-to-GDP ratio 23 6.2 53 -2.1 -2.5 -1.5 -1.7 0.8 08 0.6 0.6
Key macroeconomic and fiscal assumptions
Real GDP growth (in percent) 48 3.0 78 50 3.6 -9.0 1.5 3.0 50 5.0 5.0 1.8 4.0 4.0' 4.0
Average nominal interest rate on forex debt (in percent) 33 1.9 1.8 33 1.1 23 25 2.2 2.2 2.1 2.1 . 22 2.4 34 . 2.7
Average real interest rate on domestic debt (in percent) -6.6 -38 5.4 -0.5 4.8 13.8 2.6 6.1 55 55 5.8 6.5 7.6 10.0 83
Real exchange rate depreciation (in percent, + indicates depreciation) -2.4 -6.5 7.6 -3.7 105 10.8 .
Inflation rate (GDP deflator, in percent) 134 159 9.2 16.0 10.1 39 6.5 4.7 4.7 43 4.0 417 4.0 4.0 40
Growth of real primary spending (deflated by GDP deflator, in percent) 0.1 0.1 0.1 0.1 02 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Grant element of new external borrowing (in percent) -1t 231 8.1 18.1 18.0 192 15.9 11.5 -2.4

Sources: Country authorities; and staff estimates and projections.
1/ General government gross debt, excluding debt of state-owned enterprises.

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 12A . Moldova: Sensitivity Analysis for Key Indicators of Public Debt with Additional Non-Concessional Borrowing and no Impact on Growth, 2009-

2029
: Projections
2009 2010 2011 2012 2013 2014 2019 2029
-PV of Debt-to-GDP Ratio
Baseline 30 36 40 43 42 41 37 28
A. Alternative scenarios
Al. Real GDP growth and primary balance are at historical averages 30 28 26 25 23 21 11 0
A2, Primary balance is unchanged from 2009 30 38 46 55 61 67 100 152
A3, Permanently lower GDP growth 1/ 30 37 42 46 46 47 56 93
B. Bound tests
BI. Real GDP growth is at historical average minus one standard deviations in 2010-2011 30 36 42 45 45 44 43 38
B2. Primary balance is at historical average minus one standard deviations in 2010-2011 30 32 34 37 37 36 32 23
B3. Combination of B1-B2 using one half standard deviation shocks 30 30 30 32 31 30 24 10
B4. One-time 30 percent real depreciationin 2010 30 45 49 51 50 49 47 44
BS5. 10 percent of GDP increase in other debt-creating flows in 2010 30 46 50 53 52 50 46 34
PV of Debt-to-Revenue Ratio 2/
Baseline 80 93 103 109 104 101 92 67
A. Alternative scenarios
Al. Real GDP growth and primary balance are at historical averages 80 71 66 64 56 51 26 0
A2. Primary balance is unchanged from 2009 80 98 118 139 150 164 244 . 371
A3, Permanently lower GDP growth 1/ 80 94 107 116 114 115 137 225
B. Bound tests
B1. Real GDP growth is af historical average minus one standard deviations in 2010-2011 80 93 106 114 110 108 106 94
B2. Primary balance is at historical average minus one standard deviations in 2010-2011 80 82 87 94 90 87 79 57
B3. Combination of B1-B2 using one half standard deviation shocks 80 77 77 82 77 73 58 23
B4. One-time 30 percent real depreciation in 2010 80 116 125 130 124 120 115 108
BS. 10 percent of GDP increase in other debt-creating flows in2010 80 119 128 134 127 123 112 84
Debt Service-to-Revenue Ratio 2/
Baseline ’ 7 6 7 7 7 7 1 9
A. Alternative scenarios
Al. Real GDP growth and primary balance are at historical averages 7 6 6 5 5 5 5 0
A2, Primary balance is unchanged from 2009 7 6 7 8 8 9 19 36
A3. Permanently lower GDP growth 1/ 7 6 7 8 7 7 13 22
B. Bound tests
B1. Real GDP growth is at historical average minus one standard deviations in 2010-201 1 7 6 7 7 7 7 12 11
B2. Primary balance is at historical average minus one standard deviations in 2010-2011 7 6 7 6 6 6 9 8
B3. Combination of B1-B2 using one half standard deviation shocks 7 6 6 6 6 6 7 35
B4. One-time 30 percent real depreciation in 2010 7 7 9 10 10 10 16 18
B3, 10 percent of GDP increase in other debt-creating flows in2010 7 6 8 9 8 8 13 It

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.



