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DEBT SUSTAINABILITY ANALYSIS 
 
A. Overview 

  
1. The recent debt sustainability analysis (DSA), prepared by the International Monetary 
Fund (IMF) and International Development Association (IDA) in 2019, confirmed that Bangladesh 
remains at a low risk of debt distress. It states that “External and domestic debt indicators are 
below their respective thresholds under the baseline and stress test scenarios. Future 
infrastructure projects will be financed with external debt, but favorable debt dynamics keep public 
and publicly guaranteed (PPG) external debt on a declining path.”1 The public debt in Bangladesh 
stood at $91 billion in fiscal year (FY) 2018, around 34% of GDP, and external PPG debt stood at 
$40 billion, around 15% of GDP. In FY2019, the public debt is estimated at $105 billion, around 
34.9% of GDP, and the external PPG debt is estimated at $44 billion, around 14.5% of GDP. 
 
2. The COVID-19 global pandemic poses significant social and economic risks to 
Bangladesh. It causes a sharp decline in exports, slowdown in domestic economic activities, and 
reduction in remittances, all of which were main drivers of recent strong economic growth of the 
country. To mitigate the negative impact on its economy and protect the vulnerable population, 
the Government of Bangladesh announced a fiscal stimulus program and requested ADB to 
provide a countercyclical support facility of $500 million to help finance the implementation of the 
government’s stimulus program.  
 
3. This DSA is conducted to confirm the debt sustainability of Bangladesh, including potential 
impacts of the prospective countercyclical support facility. The medium-term macroeconomic 
framework underlying the DSA is based on the projections of the key economic indicators, 
reflecting the impact of the COVID-19. A scenario reflecting the COVID-19 impact assumes that 
the real GDP growth rate will moderate in FY2020 (3.8%) and will recover in FY2021 (7.8%),2 
from 8.2% in FY2019, and the government implements the fiscal stimulus program of about $11.3 
billion to mitigate the impact of the COVID-19, which is mainly financed by the domestic debt. 
Under this scenario, in FY2020, the public debt in Bangladesh is expected to increase to $124 
billion, around 38.7% of GDP, and the external PPG debt is expected to increase to $48 billion, 
around 15.1% of GDP. In order to assess the impact of ADB’s countercyclical support on the 
country’s debt sustainability, the DSA uses a scenario to reflect about $2.9 billion3 additional 
external debt disbursements in FY2020, including ADB’s $500 million countercyclical support 
facility.   
 
B. External Debt and Public Debt Sustainability Analysis 
  
4. The additional $2.9 billion external debt disbursement raises the external PPG debt to 
GDP ratio to 16.0% and public debt to GDP ratio to 39.6% in FY2020, compared with 15.1% for 
external debt to GDP ratio and 38.7% for debt to GDP ratio under the scenario with the COVID-
19 impact and additional domestic debt financing. However, both external debt ratio and public 
debt ratio remain stable over the medium-term. All external debts and public debt indicators 
remain well below the threshold levels for debt burden indicators. The PPG external debt and 
public debt burden indicators—present value (PV) of PPG external debt to GDP ratio, PV of PPG 

 
1  World Bank-IMF. 2019. Joint World Bank-IMF Debt Sustainability Analysis. Washington, D.C.  
2  From IMF Assessment Letter. The World Economic Outlook, April 2020 projects that the real GDP growth rates for 

calendar year 2020 at 2.0% and calendar year 2021 at 9.5%.  
3  This includes $600 million from ADB, SDR500 million from IMF, $100 million from World Bank, and $250 million from 

Asian Infrastructure Investment Bank. The government is seeking the remaining fund requirement from other 
development partners. 

https://lnadbg4.adb.org/sec0066p.nsf/RRPs/54180-001-3?OpenDocument
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external debt to exports ratio, PPG debt service to exports ratio, PPG debt service to revenue 
ratio, and PV of public debt to GDP ratio are below the threshold levels during 2020-2024.4 (Table 
1)  
 

Table 1: External Debt and Public Debt Sustainability Framework 

2020–2024 
 Actual Estimation Projection  

Sustainability Indicator 2018 2019 2020 2021 2022 2023 2024 Threshold 

PV of PPG external debt to 
GDP ratio 

10.3 10.0 11.5 11.5 11.4 11.4 11.4 55.0 

PV of PPG external debt to 
exports ratio 

69.3 63.5 90.4 74.9 76.7 78.0 79.7 240.0 

PPG debt service to 
exports ratio 

4.7 9.0 7.1 5.1 5.1 5.1 4.8 21.0 

PPG debt service to 
revenue ratio 

7.3 14.6 10.3 7.9 7.6 7.5 7.0 23.0 

PV of public debt to GDP 
ratio 

29.5 30.5 35.3 35.5 35.7 35.8 35.9 70.0 

GDP = gross domestic product, PPG = public and publicly-guaranteed, PV = present value. 
Source: Asian Development Bank. 

 
5. Six standardized stress tests are conducted to both the external and the public DSA by 
applying various temporary shocks onto the baseline macroeconomic indicators. The shocks are 
simulated through changes in a small number of variables with other variables held constant. In 
standardized stress tests, the post-shock values of the stressed variables are set to the minimum 
of the baseline projection or historical average, minus one standard deviation. The six 
standardized stress tests are: (i) real GDP growth set to its historical average minus one standard 
deviation (5.9%) for the second and third years of the project period, (ii) primary balance-to-GDP 
ratio set to the baseline projection minus one standard deviation (-3.4%) for the second and third 
years of the project period, (iii) nominal export growth set to its historical average minus one 
standard deviation (-2.6%) for the second and third years of the project period, (iv) remittances to 
GDP and FDI to GDP ratios set to their baseline projection minus one standard deviation (4.1%) 
for the second and third years of the project period, (v) one-time 30% nominal depreciation of the 
domestic currency in the second year of the projection period, and (vi) apply all individual shocks 
above at half of the magnitude. The shocks increase the vulnerability of the debt profile of 
Bangladesh. The most extreme shock to the external PPG debt to GDP ratio and public debt to 
GDP ratio is the other flows (remittances and FDI) shock, which raises the PV of the external PPG 
debt to GDP ratio to 17.9% and the PV of the public debt to GDP ratio to 42.2% in FY2022. 
However, the level of increased vulnerability is not considered manageable as results of all 
standard stress tests remain well below the threshold levels and decline in the medium term 
(Figures 1 and 2). 
  

 
4  The Composition Index rating for Bangladesh is calculated as 3.06 and the debt carrying capacity is assessed strong. 

Accordingly, the thresholds for debt indicators are set at 55% for PV of debt in % of GDP, 240% for PV of debt in % 
of exports, 21% for debt service in % of exports, 23% for debt service in % of revenue, and 70% for PV of total public 
debt  in % of GDP (footnote 1). 
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Figure 1: Stress Test 

Present Value of External Public and Publicly-Guaranteed Debt to Gross Domestic 
Product Ratio 

 

 
 

Source: . 
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Figure 2: Stress Test 

Present Value of Public Debt to Gross Domestic Product Ratio 
 

 
 

Source: . 

 
6. The additional domestic and external financing, including ADB’s countercyclical support 
facility, will increase the overall debt level and debt service payments in the medium term. 
However, the DSA indicates that Bangladesh has a low risk of external debt distress and a low 
overall risk of debt distress, and the additional financing needed to combat the pandemic will not 
have a significant adverse impact. The recent policy to reduce the reliance on national saving 
certificates will also help keep the debt service level sustainable. Foreign exchange reserves 
remain adequate and stable at $32.7 billion at the end of December 2019, sufficient to cover 6 
months of imports.  
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Table 2: Key Economic Indicators 

 Fiscal Year 

    Indicator 2015 2016 2017 2018 2019 

    Total GDP (current prices, Tk billion) 15,158.0 17,328.6 19,758.2 22,504.8 25,424.8 
    GDP per Capita ($, current) 1,236.0 1,385.0 1,544.0 1,675.0 1,828.0 
    Real GDP Growtha (%, in constant prices) 6.6 7.1 7.3 7.9 8.2 
    Revenue and Grantsb (% of GDP) 9.8 10.1 10.2 9.7 10.0 
    Fiscal Balancec (% of GDP) (3.7) (3.7) (3.4) (4.6) (5.4) 
    Consumer Price Index (FY2006 base, average) 6.4 5.9 5.4 5.8 5.5 
    Money Supply (M2) Growth 12.4 16.4 10.9 9.2 9.9 
    Merchandise Trade Balance (% of GDP) (3.6) (2.8) (3.8) (6.6) (5.1) 
    Current Account Balance (% of GDP) 1.8 1.9 (0.5) (3.5) (1.7) 
    Gross Official Reserves ($ million) 25,025.3 30,168.2 33,406.6 32,916.5 32,751.0 
    Weeks of imports of goods and services 24.8 31.6 32.0 24.8 24.0 
    Exchange Rate (Tk/$, average) 77.7 78.3 79.1 82.1 84.0 
( ) = negative, GDP = gross domestic product, Tk = taka. 
a Based on constant 2005/06 market prices. 
b Receipts excluding grants in comparison with GDP are 9.6%, 10.0%, 10.2%, 9.6 and 9.9% for 2015, 2016, 2017, 2018 

and 2019, respectively. 
c Fiscal Deficits excluding grants in comparison with GDP are 3.9%, 3.8%, 3.4%, 4.7% and 5.5% for 2015, 2016, 2017, 

2018 and 2019, respectively. 

Sources: Bangladesh Bureau of Statistics; Bangladesh Bank; Export Promotion Bureau; Ministry of Finance and Asian 

Development Bank estimates. 

 


