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THE LINK BETWEEN THE BUDGET AND DEBT
:
—

No. |Borrowing Needs Financing SHOCKS
1(Revenue and Grants (RG) 80 [Rollover of Redemptions 150/ y GDP
7 |(Tax+Non Tax + Grants) Rollover of Short and Long T. Instruments 150 u Commodity
3 Expenditures (,E) 120|New Borrowing 40 Prices
4 Compensation + Goods& Services + CAPEX 80|DOMESTIC BORROWING ( 50 %) 20 u Interest
5 |Interest Payments 40| Short-term (20%) 4 Rate _
6|Budget Deficits (BD =RG -E) 40| Treasury bills u Inflation
Financing Requirement (FR=E- Rate

7R6) 40| BoG (Ways and means advances) u Rollover
8 |Maturities 150| Long-term (80%) 16
9 Short Term Instruments 130|EXTERNAL BORROWING ( 40 %) 20

10 |Long Term Instruments 20| project 10

Gross Financing Requirement (GFR=R+FR)
11 190| Programme 10




Public Debt Dynamics and Implication for Private Sector

u Public Debt Dynamics
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Risk Indicators pebt deb pebt
Cost of debt Interest payment as % GDP 1.4 5.1 6.5
Weighted Av. IR (%) 4.3 20 11.3
Refinancing risk ATM (years) 9.3 5.5 7.7
Debt maturing in 1yr (% of total) 7.2 54.5 28.1
Foreign Exchange risk FX debt (% of total debt) 55.7




Public Debt Developments for 2017
_:
—

u Conceptual Issues with Gross and Net Debt, GDP etc

u Gross Public Debt at 62.7% and Net Public Debt @ 62.4%
u Exchange Volatility affected Public Debt Dynamics

End 2016 JAN-2017 FEB-2017 MAR-2017
External Debt in GHS mn 68,860 71,138 74,219 72,253
Domestic Debt in GHS mn 53,403 54,909 54,960 55,229
Public Debt in GHS mn 122,263 126,047 129,179 127,482
Gross Dom. Debt / GDP 41.2% 35.0% 36.5% 35.5%
Gross Ext, Debt / GDP 31.9% 27.0% 27.0% 27.2%
Gross Public Debt / GDP 73.1% 62.0% 63.5% 62.7%
Financial Assets 0.3% 0.3% 0.3% 0.3%
Net Public Debt / GDP 72.8% 61.7% 63.2% 62.4%




Its for this reason that Reprofiling of Debt is key to the 5 Pillars ?
_:

Debt Management (reprofiling) ailas ofieconocnec imanpgement o f| C
Expenditure Debt _
f
Revenue Growth Management Wage Bill Capping o
Management Management Earmarked Funds

S UM <l <o <

u Liability Management and Macroeconomic Stability

u Implementation of a Credit Risk Assessment Framework for SOEs
u Borrowing Strategies with cash buffers and smooth issuances
u Market Development and Communication Strategies

u Opening more existing bonds relative to new issuances.



What are the interest savings from Re-profiling?
_:
—

Expected 2017 Impact of Re-profiling on Interest Cost concluded with the IMF
Implication shows a reduction in interest burden

Budget Statement Amount in mn Cedis
1 Target for Domestic Interest Payments 11,228.10
2 Interest Due after Re-profiling 10,616.00
3=1-2  [Savings 612.10

Expected Medium Term Impact of Re-profiling on Interest Cost
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How will this Bond Lengthen the Maturity Profile of Domestic

Debt?

—:
—

* Lengthening the maturity profile will reduce the refinancing (roll-over) risk.
« The re-profiling is indicating a reduction of maturities over the medium term.
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What is the Movement in Market Benchmark Rates?
—

* Inflation trended to one of the lowest levels in recent times
* Exchange rate is relatively stable (appreciated from March to date)
« The 91 T Bill Rate is on the decline following the inflation reduction
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What was the impact on Ghana’'s reserves? Improved significantly
in April 2017

mm Gross Reserves (excl Oil Funds,Encumbered Assets) US$ mn

8,000 -

Net International Reserves US$ mn

6,607

6,000 A

47000 | .

2,000 A

Dec-12
Dec-13
Dec-14
Dec-15
Dec-16
Jan-17
Feb-17
Mar-17
Apr-17




ood for thought !

Al i ceds Adventur é& sewis@arrddlonder | and
Alice: * Would you tell me which way | ought to go from
here?

Cat: ‘That depends a good deal on where you want to get
to

J
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