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Central African Republic'
Joint Bank-Fund Debt Sustainability Analysis

Risk of external debt distress High?

Overall risk of debt distress High

Granularity in the risk rating Sustainable

Application of judgement No

Macroeconomic projections This DSA update factors in the expected economic impact of

the pandemic, with a significant decline in growth and trade
flows and a sizeable widening of the fiscal and current account
deficits in 2020. Growth is assumed to partially rebound in 2021
as the situation is assumed to start normalizing in the second
half of 2020.

Financing strategy Due to CAR/'s weak liquidity indicators, the country’s
strategy remains to seek additional grant financing from
multilateral and bilateral donors to cover the residual
financing gaps arising from the economic impact and
mitigation efforts of the COVID-19 pandemic.

Realism tools flagged n.a.

Mechanical risk rating under the | High
external DSA

Mechanical risk rating under the | High
public DSA.

" Debt coverage has not changed since the last DSA.
2 With a score of 2.44, CAR.'s composite indicator, which is based on the October 2019 WEO and the 2018
CPIA, signals a weak debt-carrying capacity.

1 This DSA has been prepared jointly by the IMF and World Bank, following the revised LIC-DSF Framework and
Guidance Note (2017) in effect as of July 1, 2018.
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This debt sustainability analysis (DSA) updates the joint World Bank-IMF analysis of December 2019
to reflect the most recent outlook, which has been substantially altered by the COVID-19 pandemic.
The Central African Republic (C.A.R.) remains at high risk of external debt distress and overall high
risk of debt distress, unchanged from the most recent DSA of December 2019.2 These risks have
increased owing to the high uncertainty surrounding the economic impact of the COVID-19
pandemic. While solvency indicators remain below their relevant thresholds, the disbursement under
the RCF is projected to accentuate the breaches of the liquidity indicators over the medium term.
Sensitivity of debt indicators to standard stress tests, the high uncertainty surrounding
macroeconomic projections, a volatile security environment, and sizeable contingent liabilities are
all considerations supporting the high-risk assessment. Debt is projected to remain sustainable over
the medium term provided that the authorities move ahead with the policies and structural reforms
committed under the ECF arrangement once the effects of the COVID crisis wear off. Given the
difficult debt situation, staffs recommend that the government'’s investment program requires grant
financing, with concessional debt financing to be considered in exceptional cases.

The current macroeconomic framework reflects currently available information. Updates of the
economic impact and policy response to the COVID-19 crisis are rapidly evolving and risks are
heavily tilted to the downside.

2 Country Report No. 20/1, January 2020.
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Table 1. Central African Republic: External Debt Sustainability Framework, Baseline Scenario, 2017-40
(Percent of GDP, unless otherwise indicated)

Actual Projections Average 8/
2017 2018 2019 2020 2021 2022 2023 2024 2025 2030 2040  Mistorical  Projections
External debt (nominal) 1/ 35.4 372 372 397 380 35.7 33.8 323 31.1 28.7 324
of which: public and publicly guaranteed (PPG) 354 37.2 37.2 39.7 38.0 35.7 338 323 311 28.7 324
Change in external debt 00 25 17 22 19 15 11
Identified net debt-creating flows 49 2.7 2.1 2.6 2.7 2.7 39 1.7
Non-interest current account di 5.5 5.1 5.1 5.6 5.6 5.5 74 42
Deficit in balance of goods and services 173 159 150 145 142 140 15.0 123
Exports 144 147 15.0 15.0 15.0 151
Imports 317 306 300 205 293 291
Net current transfers (negative = inflow) -11.8 -10.8 -99 -89 -85 -83 -7.8 -8.7
of which: official 69 55 48 -40 38 37
Other current account flows (negative = net inflow) 0.1 06
Net FDI (negative = inflow) 13 15
Contribution from nominal interest rate
Contribution from real GDP growth
Contribution from price and exchange rate changes
Residual 3/ -3.0 -2.4
of which: exceptional financing
Sustainability indicators
PV of PPG external debt-to-GDP ratio . 186 211 208 200 19.0 179 169 145 170
PV of PPG external debt-to-exports ratio - - 1183 147.2 1412 1334 126.7 119.0 1122 95.4 109.7
PPG debt service-to-exports ratio 18 38 3.6 72 69 84 9.1 15 123 8.0 63
PPG debt service-to-revenue ratio 37 68 6.6 121 98 19 127 158 167 10.1 7.0
Gross external financing need (Million of U.S. dollars) 1489 1733 9.3 1432 1277 1344 1612 1861 1996 104.8 1165
Key macroeconomic assumptions
Real GDP growth (in percent) 45 38 30 10 40 50 50 50 50 34 34 -02 41
GDP deflator in US dollar terms (change in percent) 86 6.0 -29 18 35 3.0 28 27 27 25 25 25 29
Effective interest rate (percent) 4/ 04 05 04 04 04 04 05 06 06 08 12 11 06
Growth of exports of G& (US dollar terms, in percent) 03 102 13 61 103 102 79 83 82 62 62 6.1 69
Growth of imports of G&S (US dollar terms, in percent) 68 146 10 -43 42 58 6.1 70 72 60 60 78 3.9
Grant element of new public sector borrowing (in percent) . . 356 363 363 53.1 533 532 466 319 . 46.8
Government revenues (excluding grants, in percent of GDP) 89 87 85 103 106 107 109 11 12.1 140 8.0 1.0
Aid flows (in Million of US dollars) 5/ 245768 97197 2835 2300 2200 2103 2175 2309 2263 1649
Grant-equivalent financing (in percent of GDP) 6/ 128 93 83 78 78 78 59 26 - 8.0
Grant-equivalent financing (in percent of external financing) 6/ 80.1 889 884 897 872 853 804 642 84.1
Nominal GDP (Million of US dollars) 2345 2525 2732 2948 3178 3427 4,858 8,687
Nominal dollar GDP growth 29 77 82 79 78 78 60 60 24 71
Memorandum items:
PV of external debt 7/ 186 211 208 200 190 179 169 145 170
In percent of exports . . 183 1472 1412 1334 1267 1190 1122 954 1099
Total external debt service-to-exports ratio 18 38 36 72 69 84 9.1 15 123 80 63
PV of PPG external debt (in Million of US dollars) 4245 4959 5247 5459 5594 5690  580.1 7047 14775
(PVt-PVt-1)/GDPt-1 (in percent) 31 12 0.8 0.5 03 03 10 13
Non-interest current account deficit that stabilizes debt ratio 73 60 48 30 68 73 75 72 66 27 28

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) + €a (1+1)}/(1+g+p+gp) times previous period debt ratio, with r = nominal interest rate; g = real GDP growth rate, p = growth rate of GDP deflator in U.S. dollar terms, €=nominal appreciation of the local currency, and o= share

of local currency-denominated external debt in total external debt.

3/ Includes valuation adjustments. For projections also includes contribution from price and exchange rate changes. High value of the residual is related to capital grants which are not captured in this presentation.

4/ Current-year interest payments divided by previous period debt stock.
5/ Defined as grants, concessional loans, and debt relief.

6/ 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)

7/ Assumes that PV of private sector debt is equivalent to its face value.

8/ Historical averages are generally derived over the past 10 years, subject to data availability, whereas projections averages are over the first year of projection and the next 10 years.
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Table 2. Central African Republic: Public Sector Debt Sustainability Framework, Baseline Scenario 2017-40

(Percent of GDP, unless otherwise indicated)

Actual Projections Average 6/
2017 2018 2019 2020 2021 2022 2023 2024 2025 2030 2040 Historical Projections
Public sector debt 1/ 503 50.0 478 EYA 445 415 393 375 36.1 44.7 36.7
of which: external debt 354 372 372 39.7 38.0 357 338 323 311 m 287 324
Change in public sector debt -3.6 -02 -2.2 -0.7 -26 -3.0 -2.3 -1.7 -1.5 -0.3 -0.1
reating flows 7.9 0.8 -1.5
0.8 0.8
Revenue and grants 128 16.6 139 17.6
of which: grants 50 78
Primary (noninterest) expenditure 135 172 146 184
C from interest rate/g
of which: contribution from average real interest rate
of which: contribution from real GDP growth
Contribution from real exchange rate depreciation
Other identified del eating flows 0.1 -0.1
Privatization receipts (negative)
Recognition of contingent liabilities (g, bank recapitalization)
Debt relief (HIPC and other)
Change in deposits
Sustainability indicators
PV of public debt-to-GDP ratio 2/ - 294 28.5 273 25.7 244 232 21.8 159 183
PV of public debt-to-revenue and grants ratio . 160.4 145.6 144.1 141.0 139.6 1332 1260 95.4 1151
Debt service-to-revenue and grants ratio 3/ 92 186 171 209 101 122 145 195 231 136 93
Gross financing need 4/ 17 34 14 57 12 23 34 45 53 34 26
Key ic and fiscal
Real GDP growth (in percent) 45 38 30 10 40 50 50 50 50 34 34 -0.2 41
Average nominal interest rate on external debt (in percent) 05 05 04 04 04 04 05 06 0.6 08 12 11 . 0.6
Average real interest rate on domestic debt (in percent) -53 -04 -0.7 -04 -0.1 0.0 03 09 14 33 57 v -1.9 . 11
Real exchange rate depreciation (in percent, + indicates depreciation) 109 40 24 29
Inflation rate (GDP deflator, in percent) 64 13 24 23 25 25 25 25 25 25 25 45 2.7
Growth of real primary spending (deflated by GDP deflator, in percent) 224 318 09 301 109 57 5. 59 58 30 29 31 52
Primary deficit that stabilizes the debt-to-GDP ratio 5/ 43 08 05 25 19 31 32 29 28 15 12 19 23
PV of contingent liabilities (not included in public sector debt) 00 00 00 00 00 00 00 00 00 00 00

Sources: Country authorities; and staff estimates and projections.

1/ Coverage of debt: The central, state, and local governments plus social security, central bank, government-guaranteed debt. Definition of external debt is Residency-based.
2/ The underlying PV of external debt-to-GDP ratio under the public DSA differs from the external DSA with the size of differences depending on exchange rates projections,

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

4/ 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 and other debt creating/reducing flows.

5/ Defined as a primary deficit minus a change in the public debt-to-GDP ratio ((-): a primary surplus), which would stabilizes the debt ratio only in the year in question.

6/ Historical averages are generally derived over the past 10 years, subject to data availability, whereas projections averages are over the frst year of projection and the next 10 years
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Figure 1. Central African Republic: Indicators of Public and Publicly Guaranteed External
Debt under Alternative Scenarios, 2020-30
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C ization of Default Settings Borrowing Assumptions for Stress Tests*
Size Interactions Default User defined
Shares of marginal debt
Standardized Tests Yes External PPG MLT debt 100%
Tailored Tests Terms of marginal debt
Combined CLs Avg. nominal interest rate on new borrowing in USD 0.8% 0.8%
Natural Disasters .a. n.a. USD Discount rate 5.0% 5.0%
Commodity Prices 3/ .a. na. Avg. maturity (incl. grace period) 30 30
Market Financing .a. na. Avg. grace period 6 6

Note: "Yes" indicates any change to the size or
interactions of the default settings for the stress tests.
“n.a." indicates that the stress test does not apply.

Sources: Country authorities; and staff estimates and projections.

* Note: All the additional financing needs generated by the shocks under the stress tests are
assumed to be covered by PPG external MLT debt in the external DSA. Default terms of marginal

debt are based on baseline 10-year projections.

1/ The most extreme stress test is the test that yields the highest ratio in or before 2030. Stress tests with one-off breaches are also presented (if any), while these
one-off breaches are deemed away for mechanical signals. When a stress test with a one-off breach happens to be the most exterme shock even after disregarding

the one-off breach, only that stress test (with a one-off breach) would be presented.

2/ The alternative scenario corresponds to the latest DSA (December 2019)

3/ The magnitude of shocks used for the commodity price shock stress test are based on the commodity prices outlook prepared by the IMF research department.

INTERNATIONAL MONETARY FUND 5
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Figure 2. Central African Republic: Indicators of Public Debt

Under Alternative Scenarios, 2020-30
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Public debt benchmark

\Historical scenario

December 2019 DSA 2/

Borrowing Assumptions for Stress Tests* Default User defined
Shares of marginal debt
External PPG medium and long-term 77% 77%
Domestic medium and long-term 8% 8%
Domestic short-term 15% 15%
-
External MLT debt
Avg. nominal interest rate on new borrowing in USD 0.8% 0.8%
Avg. maturity (incl. grace period) 30 30
Avg. grace period 6 6
Domestic MLT debt
Avg. real interest rate on new borrowing 5.5% 5.5%
Avg. maturity (incl. grace period) 2 2
Avg. grace period 1 1
Domestic short-term debt
Avg. real interest rate 2% 2.0%

* Note: The public DSA allows for domestic financing to cover the additional financing needs generated by the shocks under
the stress tests in the public DSA. Default terms of marginal debt are based on baseline 10-year projections.

Sources: Country authorities; and staff estimates and projections.

1/ The most extreme stress test is the test that yields the highest ratio in or before 2030. The stress test with a one-off breach is
also presented (if any), while the one-off breach is deemed away for mechanical signals. When a stress test with a one-off
breach happens to be the most exterme shock even after disregarding the one-off breach, only that stress test (with a one-off
breach) would be presented.

2/ The alternative scenario corresponds to the latest DSA (December 2019)
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Table 3. Central African Republic: Sensitivity Analysis for Key Indicators of Public
and Publicly Guaranteed External Debt, 2020-30

Projections
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

PV of debt-to GDP ratio

Baseline

A. Alternative Scenarios

A1.Key variables at their historical averages in 2020-2040 1/ 211 228 243 253 26.0 268 29.1 313 338 36.6 397
A2. Alternative Scenario : December 2019 DSA 19.6 19.1 183 17.3 159 148 14.1 135 133 134 137
B. Bound Tests

B1. Real GDP growth 211 256 303 28.8 271 257 235 226 220 219 220
B2. Primary balance 211 225 231 222 210 19.9 183 177 17.2 17.0 17.0
B3. Exports 211 221 237 226 214 203 186 18.0 17.5 17.2 17.1
B4. Other flows 2/ 211 24.8 274 26.1 24.8 236 217 210 204 19.8 19.5
BS. One-time 30 percent nominal depreciation 211 26.1 216 204 19.2 18.1 16.5 15.8 15.4 155 15.8
B6. Combination of B1-B5 21.1 312 36.2 345 327 31.0 285 275 26.5 26.0 258

C. Tailored Tests

C1. Combined contingent liabilities 211 271 270 262 249 237 218 211 20.7 205 20.5
C2. Natural disaster na. na. na na. na. na. na. na. na. na na.
€3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Threshold 30 30 30 30 30 30 30 30 30 30 30

PV of debt-to-exports ratio

Baseline

A. Alternative Scenarios

A1. Key variables at their historical averages in 2020-2040 1/ 1472 1549 1623 1686 1728 1777 1929 2073 2230 2413 2612
A2. Alternative Scenario : December 2019 DSA 1288 1268 1216 1140 1048 94.9 90.6 87.1 85.7 86.0 88.0
B. Bound Tests

B1. Real GDP growth 1472 1412 1334 1267 1190 1122 1028 98.7 95.8 95.1 95.4
B2. Primary balance 1472 1533 1539 1481 1398 1318 1211 1170 1137 1123 1120
B3. Exports 1472 1772 2193 2089 1969 1862 1710 1649 1599 1569 1556
B4. Other flows 2/ 1472 1685 1827 1744 1650 1565 1440 1393 1344 1307 1283
BS. One-time 30 percent nominal depreciation 1472 1412 1149 1088 1018 955 873 835 809 813 827
B6. Combination of B1-B5 1472 1881 1605 1874 1768 1673 1537 1483 1427 1398 1384
C. Tailored Tests

C1. Combined contingent liabilities 1472 1839 1799 1750 1657 1569 1445 1399 1352 1351
C2. Natural disaster na. na. na. na. na. na. na. na. na. na.
C3. Commodity price na. na. na. na. na. na. na. na.

C4. Market Financing na. na. na. na. na. na. na. na
Threshold 140 140 140 140 140 140 140 140 140 140 140

Debt service-to-exports ratio

Baseline

A. Alternative Scenarios

A1.Key variables at their historical averages in 2020-2040 1/ 72 72 9.5 10.9 145 164 203 208 19.4 17.2 157
A2. Alternative Scenario : December 2019 DSA 63 6.7 80 84 103 1.9 1.9 114 104 83 5.9
B. Bound Tests

B1. Real GDP growth 72 6.9 84 9.1 15 123 13.9 136 1.8 96 8.0
B2. Primary balance 72 6.8 86 94 17 125 14.1 137 124 106 9.1
B3. Exports 7.2 82 120 132 165 176 199 194 17.4 152 13.0
B4. Other flows 2/ 7.2 6.9 88 98 121 129 14.4 141 135 123 106
BS. One-time 30 percent nominal depreciation 72 6.9 84 89 1.2 121 137 134 116 85 7.0
86. Combination of B1-B5 72 76 108 1.6 144 154 17.4 17.0 16.3 135 15
C. Tailored Tests

C1. Combined contingent liabilities 72 6.8 9.0 9.7 121 128 144 140 122 100 84
C2. Natural disaster na. na. na. na. na. na. na. na na. na. na.
C3. Commodity price na. na. na. na. na. na. na. na na. na. na.
C4. Market Financing na. na. na. na. na. na. na. na na. na. na.
Threshold 100 100 100 100 100 100 100 100 100  10.0 10.0

Debt service-to-revenue ratio

A. Alternative Scenarios

A1.Key variables at their historical averages in 2020-2040 1/ 121 104 134 152 20.0 223 272 274 25.1 220 19.8
A2. Alternative Scenario : December 2019 DSA 9.9 101 116 121 146 168 165 156 139 108 7.6
B. Bound Tests 9.9 10.1 116 121 146 168 165 156 139 108 7.6
B1. Real GDP growth 121 121 180 193 240 254 28.1 271 23.1 185 153
B2. Primary balance 121 9.8 121 13.1 162 17.1 188 18.0 16.1 136 115
B3. Exports 121 9.9 122 133 165 174 192 18.4 163 140 118
B4. Other flows 2/ 121 9.8 124 136 167 175 193 185 175 157 134
BS. One-time 30 percent nominal depreciation 121 123 149 155 194 206 229 221 189 137 111
B6. Combination of B1-B5 121 123 187 19.9 245 2538 285 274 26.0 212 179
C. Tailored Tests

C1. Combined contingent liabilities 121 9.8 127 135 16.6 175 192 185 159 128 106
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Threshold 14.0 14.0 140 140 14.0 140 140 14.0 14.0 14.0 14.0

Sources: Country authorities; and staff estimates and projections.

1/ Variables include real GDP growth, GDP deflator (in U.S. dollar terms), non-interest current account in percent of GDP, and non-debt creating flows.
2/ Includes official and private transfers and FDI.
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Table 4. Central African Republic: Sensitivity Analysis for Key Indicators of Public Debt,
2020-30

Projections
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

PV of Debt-to-GDP Ratio

:EX e

A. Alternative Scenarios

A1. Key variables at their historical averages in 2020-2040 1/ 285 28.8 283 276 269 259 244 231 221 214 209
A2. Alternative Scenario : December 2019 DSA 271 236 224 20.8 189 171 149 138 13.0 1238 128
B. Bound Tests

B1. Real GDP growth 28.5 421 525 533 54.1 547 52.0 52.7 54.1 56.2 58.4
B2. Primary balance 285 298 29.8 28.2 26.8 254 222 20.8 19.8 19.2 18.8
B3. Exports 28.5 28.5 29.1 27.7 26.3 249 218 204 194 18.8 18.3
B4. Other flows 2/ 285 313 331 315 30.1 285 252 237 226 217 209
B5. One-time 30 percent nominal depreciation 285 40.1 374 35.0 325 298 250 223 20.2 18.8 17.6
B6. Combination of B1-B5 285 323 323 316 307 29.6 264 248 238 232 22.8

C. Tailored Tests

C1. Combined contingent liabilities 285 37.0 343 323 308 292 258 243 233 227 222
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Public debt benchmark 35.0 35.0 35.0 35.0 35.0 35.0 35.0 35.0 35.0 35.0 35.0

PV of Debt-to-Revenue Ratio

e 145.6 1441 141.0 139.6

A. Alternative Scenarios

A1. Key variables at their historical averages in 2020-2040 1/ 146 150 151 153 148 141 132 125 120 17 114
A2. Alternative Scenario : December 2019 DSA 207 105 124 144 189 227 189 16.7 155 139 117
B. Bound Tests

B1. Real GDP growth 1456 200.9 236.2 2539 260.9 266.0 2597 266.2 276.6 290.2 305.2
B2. Primary balance 1456 157.6 163.4 161.1 154.2 146.5 1305 1225 117.3 1143 1122
B3. Exports 1456 150.4 159.5 1583 1514 143.6 127.9 1202 115.0 1116 109.2
B4. Other flows 2/ 145.6 165.3 1814 180.4 173.0 164.5 147.7 139.7 1336 1289 125.2
B5. One-time 30 percent nominal depreciation 145.6 2199 2120 206.7 193.0 177.2 150.6 1348 1229 114.5 107.9
B6. Combination of B1-B5 145.6 165.5 163.4 168.0 164.4 159.0 144.9 137.2 1326 1304 129.2

C. Tailored Tests

C1. Combined contingent liabilities 145.6 195.4 188.0 184.7 1771 168.7 1514 143.1 1379 135.0 1331
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price na. na. na. na. na. na. na. na. na. na. na.
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.

Debt Service-to-Revenue Ratio

A. Alternative Scenarios

A1. Key variables at their historical averages in 2020-2040 1/ 209 10.1 14.2 16.3 210 254 302 249 209 184 16.9
A2. Alternative Scenario : December 2019 DSA 207 105 124 144 189 227 189 16.7 155 139 117
B. Bound Tests

B1. Real GDP growth 209 111 177 244 321 374 423 371 335 316 312
B2. Primary balance 209 100 158 196 218 237 263 215 182 16.2 149
B3. Exports 209 10.1 123 147 19.8 233 264 21.6 18.0 16.2 147
B4. Other flows 2/ 209 10.1 125 15.0 20.1 236 26.6 21.8 19.0 175 16.0
B5. One-time 30 percent nominal depreciation 209 10.6 14.2 16.6 224 262 297 249 206 174 154
B6. Combination of B1-B5 209 104 131 174 241 28.6 324 275 236 210 19.6
C. Tailored Tests

C1. Combined contingent liabilities 21 10 26 24 22 24 27 22 18 16 14
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price na. n.a. n.a. na. na. na. na. na. n.a. na. na.
C4. Market Financing na. na. na. na. n.a. na. n.a. n.a. n.a. na. na.

Sources: Country authorities; and staff estimates and projections.
1/ Variables include real GDP growth, GDP deflator and primary deficit in percent of GDP.
2/ Includes official and private transfers and FDI.
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Figure 3. Central African Republic: Drivers of Debt Dynamics - Baseline Scenario
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1/ Difference between anticipated and actual contributions on debt ratios.
2/ Distribution across LICs for which LIC DSAs were produced.

3/ Given the relatively low private external debt for average low-income countries, a ppt change in PPG external debt should be largely explained by the drivers of the external debt
dynamics equation.
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CENTRAL AFRICAN REPUBLIC

Figure 4. Central African Republic: Realism Tools
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1/ Data cover Fund-supported programs for LICs (excluding emergency financing) approved since 1990. The
size of 3-year adjustment from program inception is found on the horizontal axis; the percent of sample is
found on the vertical axis.
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1/ Bars refer to annual projected fiscal adjustment (right-hand side scale) and lines show possible real GDP
growth paths under different fiscal multipliers (left-hand side scale).
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Statement by Mr. Raghani, Executive Director for the Central African Republic,
and Mr. Bangrim, Advisor to Executive Director

April 20, 2020

1. The authorities of the Central African Republic (C.A.R.) are grateful to Executive
Directors, Management and Staff for the continued support that they have benefited, including
through the recent approval of debt service relief under the Catastrophe Containment and Relief
Trust (CCRT). The COVID-19 pandemic is striking C.A.R. at a critical time as progress was being
made in strengthening macroeconomic stability, notably in the context of the Extended Credit
Facility (ECF) arrangement. Efforts were also being made in restoring political stability in the
country following the February 2019 Political Agreement for Peace and Reconciliation. In
response to the pandemic, the authorities acted swiftly with containment measures and the
preparation of a response plan in collaboration with the World Health Organization (WHO) to
control the contagion and strengthen the health system. To cope with the financing needs created
by this tremendous exogeneous shock, the authorities are requesting emergency assistance from
the Fund under the Rapid Credit Facility (RCF).

Developments Prior to the COVID-19 Pandemic

2. While declining from 3.8 percent in 2018, growth remained in solid positive territory at
3.0 percent in 2019 owing partly to higher diamond and gold output albeit lower cotton and coffee
production. Inflation remained below the regional convergence threshold of 3.0 percent. The
current account deficit declined to 5.6 percent of GDP in 2019 from 8.0 percent in 2018
contributing to an improvement in the overall balance of payments. The overall fiscal balance
excluding grants improved while public debt inched lower to 48.0 percent of GDP in 2019 from
50.0 percent in 2018. The banking system is well capitalized, profitable and liquid, and
non-performing loans have declined from 19.1 percent in August-2019 to 12.6 percent at
end-2019. The outlook was broadly favorable as GDP growth was projected to 5.0 percent over
the medium-term supported by improvements in mining and energy sectors.

3. The authorities have pursued a recovery and peace building process laid out in the
February 2019 Political Agreement for Peace and Reconciliation. Presidential and legislative
elections are scheduled for December 2020 and are expected to further consolidate stability. At the
same time, further progress is needed to resettle the high number of refugees displaced during the
insecurity period.

Impact of the COVID-19 Pandemic and Policy Responses

4. The number of confirmed COVID-19 cases in CAR has reached 12 individuals as of
April 16, 2020. As indicated earlier, the authorities have acted swiftly to contain the spread of the



pandemic with notably the closures of borders and schools, travel restrictions, the interdiction of
large gatherings and the promotion of good hygiene practices. The response plan prepared in
collaboration with the WHO aims to ensuring medical treatment to infected people, enhancing
control at main borders and strengthening the healthcare system. The plan is expected to cost
CFAF 27 billion (2 percent of GDP). That said, the country is facing important infrastructure
challenges, including in water supply, which alter the effectiveness of the response plan.

5. The pandemic is significantly affecting all sectors of the economy as result of lower
external demand, commodity prices and remittances as well as disruption of trade with neighboring
countries and activity slowdown resulting from borders closure. As a consequence, the economic
outlook has worsened. The GDP growth projection for 2020 has been revised downward to
1.0 percent while inflation will increase to 3.5 percent. The external account balance is expected
to deteriorate including on grounds of reduced financial flows. This will result in a large external
financing gap. On the fiscal front, the primary domestic deficit will widen on account of lower
revenues and higher health-related spending, creating also substantial financing needs.

6. The authorities are firmly committed to pursue prudent macroeconomic policies and
structural reforms towards improving domestic revenue mobilization, strengthening public
financial management, and enhancing governance and the business climate, as envisaged under
the ECF arrangement. Meanwhile, they ought to loosen the fiscal stance to accommodate
pandemic-related expenditures. Without losing sight of their policy priorities for inclusive
growth and poverty reduction, the government will also save up to 0.5 percent of GDP or

CFA 6 billion on non-priority spending. Assistance to the vulnerable segments of the population
will be scaled up as soon as additional financial support from partners become available.

7. As regard monetary and financial policies, the regional central bank BEAC has lowered
policy rates, increased liquidity provision, expanded the range of financial collaterals for its
refinancing, and reduced the cost of bank services to support the economy. At the same time, the
regional banking commission COBAC is strengthening its supervision to preserve financial
stability.

Request for Financing Under The RCF

8. The Central African Republic authorities are requesting a disbursement under the
exogenous shock window of the Rapid Credit Facility equivalent to 25 percent of the country’s
quota or SDR 27.85 million to cover part of the significant financing needs created by the
pandemic. The disbursement will not affect the country’s high risk of debt distress rating and its
capacity to repay the Fund which is considered as adequate. At the same time, the authorities are
determined to pursue their efforts towards reaching satisfactory agreements with all bilateral
creditors to improve debt sustainability. While support from other donors including the World
Bank and the European Union will complement the RCF resources, more external assistance in



the form of grants and concessional financing is needed to close the financing gaps. They hope
they can count on such solidarity.

Conclusion

9. The COVID-19 pandemic has added important needs to C.A.R. and is threatening the
authorities’ efforts towards recovery and peacebuilding from a very fragile situation. The
authorities will highly appreciate the Executive Board’s approval of their request for emergency
financing to strengthen the country’s capacities, particularly in the health system, to cope with the
pandemic. This will also help lay the foundation for pursuing macroeconomic stability and
inclusive growth after the pandemic subsides.



