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The Africa Debt Monitor (ADM), launched in September 2019, provides a unique platform for sharing information 
on African central government debt and debt management policies, practices, and institutional arrangements. 
It offers multiple tools for cross-country peer learning on public debt issuance and management and provides 
policymakers with additional insight into the capacity of their debt offices to manage debt and associated risk. 

This report is part of the ADM Analysis series, a set of reports that investigates trends in debt management in 
Africa, using quantitative and qualitative information available on the ADM. It focuses on risk management, which 
has become increasingly important as debt portfolios in African countries evolve to include less concessional 
debt. 

Risk management is key in the area of public debt management, the primary objective of which is to reduce the 
cost of government financing subject to prudent levels of market and refinancing risk.  Thus, continuous analysis 
and monitoring of risks that occur inevitably as part of public debt management processes is a necessity for debt 
management units (DMUs). 

Establishing risk management frameworks that include carefully designed debt management strategies, as well 
as building up the analytical expertise necessary for their implementation in a functional mid-office structure, is 
crucial in order to effectively manage the changing structures of African debt portfolios. 

This report analyses the central government debt data provided by a selection of ADM participating countries 
for the 2017–2019 period, making comparisons with 2015 data where available, from a risk profile and risk 
management capacity perspective. A shift towards market- based domestic and foreign debt, away from 
multilateral and bilateral non-marketable debt in the central government stocks is viewed as an indicator of 
the need to change the overall risk exposure of the countries to accommodate market risks, i.e. movements in 
interest and exchange rates as well as the changes in investor appetites. Government debt risk managers need 
to analyse these changes to establish a balance and derive the benefits of diversifying sources of finance through 
more developed domestic debt markets and through access to international capital markets. 

Against this background, country profiles provided by the ADM were reviewed in both the first and second data 
series to determine whether improved institutional capacities, any reform measures or changes in the policy 
environment are indicated in order to achieve better management of public debt risks. 

The analysis concluded that efficient risk management is gaining more importance than in the past for these 
countries as their debt stock composition is shifting towards market-based debt, away from concessional and 
non-concessional multilateral loans as well as from concessional bilateral loans. Rising financing needs, resulting 
in larger debt portfolios as percentages of GDPs, increases in marketable debt exposed to market risks, and 
increasing non-negotiable foreign currency debt in the form of commercial loans, are among the factors 
necessitating more active risk management by these countries.

The following section provides a risk management conceptual framework followed by a discussion on risk 
management frameworks and institutional structures for government debt. Section 3 analyses the data on debt 
dynamics in ADM participating African countries, and Section 4 provides information on the profiles of these 
countries in order to discuss their risk management capacity. The final section draws some conclusions. 

1. INTRODUCTION
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2.1. The concepts of risk and risk management 

Risk, in daily terminology, is the possibility of something bad happening. In economic terms, it is the uncertainty 
about deviation from expected earnings or expected outcomes. Risks are of different types and originate 
from various factors that influence a situation, such as changes in financial market variables, legal liabilities, 
counterparty actions or accidents. 

Risk management refers to a systematic approach for identifying, assessing, prioritising, controlling, avoiding, 
minimising, or eliminating risks. The objective of a government framework for managing different types of risk 
is to design and implement tools to help governments avoid unacceptable risks, and mitigate and monitor the 
acceptable ones.

Figure 1: Main processes of risk management
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Identifying risks that a government is exposed to, is the first stage of the risk management process. It can be 
a complicated exercise when various correlated risks are involved, which is mostly the case. Furthermore, as 
the exposure continuously changes over time, risk identification should be repeated periodically. Mapping out 
different types of risk, their triggers, and interactions among those risks at portfolio and at instrument level 
requires availability and collection of data.

Identified risk exposures are then assessed by using different risk analysis methods in order to estimate the 
likelihood of risk realisations. This part of the risk management framework is generally regarded as the most 
challenging because of the statistical methods or financial formulas involved. The data collected during this first 
stage are the inputs of risk analysis. 

2. RISK MANAGEMENT: WHY IS 
IT CRUCIAL FOR PUBLIC DEBT 
MANAGEMENT?
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Results of the risk analysis are quantified as, or in a sense embodied into, comparable risk measures. Risk 
managers then use these data to discuss, plan or implement risk management strategies. Quantification provides 
managers with the key information about the risks to be managed in nominal amounts, even if they are estimated 
amounts or forecasts.     

Risk mitigation refers to the steps taken to reduce the effects or adverse outcomes of risks – it is actually the 
overarching objective of building risk management frameworks. 

As a result of the above processes, the managers are left with a portfolio of instruments posing risks which have 
been assessed, quantified and mitigated. These instruments need both close monitoring to raise preparedness, 
and reporting to increase transparency. 

Risk management is a dynamic process; continuous application of progressively developed methods for each of 
the above stages is essential to any successful management effort.

2.2. Risk management of government debt

Risk management is key in the area of public debt management since the primary objective of the public debt 
manager is to reduce the cost of meeting government financing needs by keeping (market and refinancing) risk 
within acceptable or prudent levels. Continuous analysis and monitoring of the risks that occur inevitably as part 
of public debt management processes – namely, market risks (interest rate and exchange rate risks), refinancing/
rollover risk, liquidity risk, credit risk, legal risk and operational risk – is necessary. Box 1 provides descriptions of 
these risks pertaining to public debt management as outlined by the IMF-World Bank Guidelines (2014).

Wheeler (2004:4) indicates that “the process of government debt management mainly entails: Establishing clear 
debt management objectives and supporting them with a sound governance framework, a prudent cost and risk 
management strategy and accompanying portfolio management policies; an efficient organizational structure; 
appropriate management information systems; and a strong in-house risk management culture”. 

Box 1:  Risks encountered in public debt management

Market risk refers to the risk of increases in the cost of the debt arising from changes in market variables, 
such as interest rates and exchange rates. The most common types of market risk are the interest rate risk 
and exchange rate risk.

Interest rate risk refers to the risk of increases in the cost of the debt arising from changes in interest rates. 
For both domestic and foreign currency debt, changes in interest rates affect debt servicing costs on new 
issues when fixed-rate debt is refinanced, and on existing and new floating-rate debt at the rate reset dates. 
Hence, short-term or floating-rate debt is usually considered to be more risky than long-term, fixed-rate 
debt. Traditional measures of interest rate risk include duration, average time to refixing, and the share of 
floating-rate debt to total debt.

Exchange rate risk refers to the risk of increases in the cost of the debt arising from changes in exchange 
rates. Debt denominated in or indexed to foreign currencies adds volatility to debt servicing costs as 
measured in domestic currency owing to exchange rate movements. Measures of exchange rate risk include 
the share of domestic currency debt in total debt, and the ratio of short-term external debt to international 
reserves.

Refinancing risk refers to the risk that debt will have to be refinanced at an unusually high cost or, in extreme 
cases, cannot be refinanced at all. To the extent that refinancing risk is limited to the risk that debt might 
have to be financed at higher interest rates, including changes in credit spreads, it may be considered a type 
of interest rate risk. However, it is often treated separately because the inability to refinance maturing debt 
and/or exceptionally large increases in government funding costs can lead to or exacerbate a debt crisis. 
Further, bonds with embedded put options can exacerbate refinancing risk. Relevant indicators include 
average time to maturity, percentage of debt outstanding in 12, 24, and 36 months, and the redemption 
profile.
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Liquidity risk refers (in the context of debt management) to a situation where the volume of liquid assets 
diminishes quickly as a result of unanticipated cash-flow obligations and/or a possible difficulty in raising 
cash through borrowing in a short period of time. 

Credit risk refers to the risk of non-performance by borrowers on loans or other financial assets, or by 
a counterparty on financial contracts. This risk is particularly relevant in cases where debt management 
includes the management of liquid assets. It may also be relevant in the acceptance of bids in auctions of 
securities issued by the government as well as in relation to credit guarantees, and in derivative contracts 
entered into by the debt manager.

Settlement risk refers to the risk that a counterparty does not deliver a security as agreed in a contract, 
after the country (other counterparty) has already made the payment according to the agreement.

Operational risk refers to a range of different types of risk, including transaction errors in the various stages 
of executing and recording transactions; inadequacies or failures in internal controls, or in systems and 
services; reputation risk; legal risk; security breaches; or natural disasters that affect the debt manager’s 
ability to pursue activities required to meet debt management objectives.

Source: IMF and the World Bank (2014)

Public debt managers need to consider the risk exposure of debt portfolios which is to a large extent 
endogenous to the DMUs – to the extent that they can change the exposure by changing the composition of 
their portfolios through implementing different debt management strategies – and also the outside risk factors, 
for a complete analysis of debt-related risks. Figure 2 gives an illustration of risk exposures determined by 
portfolio structure, related risks, and the main outside factors (not all) influencing these risks. Debt managers 
can reduce the vulnerability of their debt portfolios to changes in market prices by designing and reviewing 
appropriate debt strategies with strategic benchmarks, thus changing the levels of portfolio exposure to risk.1 

Figure 2: Risk exposure and risk factors 
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1 For a detailed discussion on risk factors and risk exposures see World Bank (2017).
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In most DMU organisational settings, public debt risk managers form the “middle” office, distinguished from the 
front (negotiation and borrowing) and back (recording and settlement) offices. They assume the responsibility for 
establishing a cost and risk management strategy or framework for the government’s debt portfolio, researching 
and analysing policy alternatives, and monitoring compliance with the portfolio and risk management policies. 
Ideally, the risk management framework should include the management of all aspects of market, credit and 
operational risk. The risk management team should also monitor the front office performance, design limits on 
deviations from strategic risk benchmarks, and also implement necessary risk controls. 

Risk management tools and methods available to public debt managers 

Risk managers use a variety of analytical tools in debt management in order to analyse and quantify risk, earlier 
identified as one of the main processes of risk management. The DMUs can use deterministic and stochastic 
scenario models to simulate their future cash flows and debt service obligations. Scenario modelling can support 
a quantification of cost and risk, and can provide input for identifying the preferred composition and risk exposure 
of the debt. Key inputs to scenario analysis are future market rates, i.e. interest rates and exchange rates. A range 
of approaches for defining future market rates, including a baseline that will provide the expected cost, and risk 
scenarios that will provide information on the riskiness of the debt portfolios generated by different borrowing 
strategies, are important inputs for scenario analysis. 

The International Monetary Fund (IMF) and the World Bank also provide a medium-term debt management 
strategy (MTDS) analytical tool to help countries build their debt management strategies.2 The analytical tool 
shows how the choice of strategy (different compositions of debt instruments) will change the portfolio and the 
costs of different strategies under different interest and exchange rate assumptions (see Figure 3, and IMF and 
the World Bank, 2019).

Figure 3: MTDS analytical tool structure 
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2 A debt management strategy (DMS) is defined as “a plan for the evolution of the public debt portfolio that operationalizes the debt 
management objectives given the constraints, and specifically the government’s preferences with regard to cost-risk trade-offs. A DMS 
is one guiding component of public debt management, which also involves tactical decisions, coordination with other public sector 
policies, communication and accountability, and operations” (IMF and the World Bank, 2019:7).

Africa Debt Monitor Analysis8



By using scenario analysis as a tool, risk managers can generate future cash flow predictions which in turn can 
be used to provide risk exposure indicators for future debt compositions and applied as strategic targets or 
benchmarks. In principle, a debt management strategy can speak of general guidelines, such as reducing foreign 
currency debt or lengthening average maturity. However, many debt managers use risk exposure indicators as 
strategic benchmarks to communicate the strategy to the public and to policy implementing agents more clearly. 
Strategic benchmarks provide guidance on the management of costs and risk, and at the same time define 
a framework for assessing portfolio performance in relation to cost and risk.3 The benchmarks can be set as 
thresholds/limits or as ranges. Figure 4 provides common strategic benchmarks used for different types of risk. 

Figure 4: Examples of strategic benchmarks
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Strategic benchmarks should address the most important risks in the government debt portfolio, given the 
specific macroeconomic and debt structure context in the country. Thus, the choices and levels/ranges of the 
benchmarks are country specific. 

Risk management should therefore be one of the key functions of the DMUs. Those with limited functions 
should evolve into DMUs with risk management analytical capacities. Low- and middle- income countries should 
definitely be moving in this direction, as their debt portfolios are shifting towards more market-based financing 
instruments. This will be discussed within the ADM participating countries’ context in the following section. For 
lower-income countries as well as for emerging or frontier economies in Africa, the evolution of debt portfolios 
towards market-based portfolio structures without parallel evolution of more effective debt management 
functions could cause significant vulnerabilities for the respective countries.  

3  See Matsemela (2013) for a detailed analysis of risk benchmarks in the National Treasury of South Africa. 
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Figure 5: Towards more functional DMUs
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A team of public debt managers with the required analytical capacity and an enabling organisational structure for 
functioning efficiently is required for effective debt management. In the following section, the ADM data will be 
examined to discuss whether the recent debt dynamics in participating countries are calling for more active debt 
management in the region.

Strategic benchmarks should address the 
most important risks in the government debt 
portfolio, given the specific macroeconomic 
and debt structure context in the country.
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3.1. Rising financing needs and debt accumulation 

The African Development Bank posits that government gross financing needs have surged in Africa since the 
beginning of the COVID-19 pandemic as governments increased public expenditure to protect the health of their 
citizens, while fighting with its adverse economic and social consequences in different sectors. The Bank reports 
that the cost of fiscal stimulus packages ranged from about 0.02 percent of GDP in South Sudan to about 10.4 
percent of GDP in South Africa. It is important to note that the Bank estimates that African governments’ need 
for additional gross financing will be around USD154 billion to respond to the pandemic (African Development 
Bank, 2021).

Increasing government financing needs are expected to have a direct impact on already rising debt accumulation 
in the continent. Public debt levels have been on a rising trend in Africa since 2012 (Calderon and Zeufack, 2020). 
The ADM data for 2015–2019 confirms this finding (Figure 6). Central government-debt-to GDP figures for 13 
African countries, and 2020 figures taken from the IMF Global Debt Database4 (for Mauritius no data is available) 
shows that the debt burden of these countries is increasing sharply. 

Figure 6: Central government debt (% of GDP, 2015–2020)
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4 For central government debt data as a percentage of GDP for respective countries, see the IMF 2021 update of the Global Debt 
Database covering the period 1950–2020. 

3. CHANGING DEBT DYNAMICS  
IN AFRICA 

Managing risks of ever-changing debt portfolios in ADM participating countries 11



Average central government debt accumulation is around 16.5% of GDP between the years 2015 and 2020 for 
these countries; Botswana (1.05%) and Madagascar (1.95%) recording relatively low figures while Seychelles 
(29.33%), Republic of Congo (26.86%), Namibia (24.09%) and South Africa (24.25%) are at the higher end.    

3.2. Changing portfolio structures  
Countries having access to domestic and international financial markets rely on government securities issuance 
as their principal source of funding. In low-income countries, with limited or no access to international financial 
markets on the one hand and with underdeveloped local currency debt markets on the other, public borrowing 
is generally centred around and indeed dependent on concessional loans obtained from bilateral and multilateral 
institutions. These concessional sources of finance carry interest rates lower than the market rates and have 
relatively longer maturities, while imposing some conditionality to support structural reform agendas in the 
respective borrowing countries. 

Africa, in this regard, has historically been one of the most prominent recipient regions of concessional 
financing from mainly Paris Club5 lenders, international financial institutions such as the International Bank for 
Reconstruction and Development (IBRD), the International Development Association (IDA), the International 
Fund for Agricultural Development (IFAD), and the African Development Bank, among others. Foreign currency 
risk exposure from these concessional loans is generally balanced by longer maturities and restructuring or debt 
relief efforts in times of solvency problems. The worst-case scenario for insolvent countries is to carry forward 
arrears, impeding the credibility rating of the sovereign. 

The IMF (2020) establishes that for low-income countries since 2007, lower debt to multilateral creditors and 
Paris Club creditors has been offset by increased borrowing from domestic markets, international capital markets, 
and non-Paris Club creditors. The three main factors behind this evolution are possibly i) improved fundamentals 
in a number of low-income countries, ii) low interest rate levels in advanced economies, and iii) the decline in 
concessional financing from Paris Club creditors accompanied by the growing role of China and other emerging 
market creditors. 

This study focused on a relatively small sample of countries from Africa – the 13 ADM participating countries. It 
is important to acknowledge beforehand that there are significant differences among these countries; in terms 
of level of economic development, sovereign credit ratings, domestic bond market development and access to 
international capital markets. Thus, the analysis here aims at highlighting general trends, and the conclusions 
derived are subject to more in-depth analysis at the country level, based on the specific conditions prevailing in 
the respective countries. 

Given this background, central government debt stock data distribution provided by the ADM for 2019 reveals that 
marketable debt6 is sizeable in the participating countries. Indeed, in South Africa, Namibia, Mauritius, Morocco 
and Nigeria, over 70 percent of government debt is provided through marketable debt instruments (see Figure 7).

5 The Paris Club is an informal group of creditor nations providing help for the payment problems faced by debtor nations. It has 22 
permanent members, including most of the Western European and Scandinavian countries, the United States, the United Kingdom, and 
Japan. 

6 Government domestic securities and international bonds (Eurobonds) are referred to as marketable debt instruments, as these 
instruments are tradable in the secondary markets, whereas multilateral, bilateral and commercial loans or some domestic credit 
facilities are non-marketable instruments. 

In South Africa, Namibia, Mauritius, 
Morocco and Nigeria, over 70 percent 
of government debt is provided through 
marketable debt instruments.
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Figure 7: Marketable/non-marketable breakdown of central government debt (2019)
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In order to make a comparison with the earlier ADM data on the debt distribution between marketable and 
non-marketable, Figure 8 provides percentage change figures between 2019 and 2015, for 10 ADM participating 
countries for which comparable data is available. Positive change as high as 30.3 percent for Ivory Coast, for 
example, indicate that marketable debt as a share of total central government debt increased more than 30 
percent in the last four years. Other countries with significant increases are Burkina Faso, Madagascar, Botswana 
and Mauritius. Nigeria, Uganda and Seychelles are among the countries where marketable debt share decreased 
in favour of non-marketable debt. 

Figure 8: Percentage change in the share of marketable debt in total debt (2015–2019) 
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It is also important to look into the above figures for domestic and foreign debt distribution to examine the 
changing debt dynamics, provided in Figure 9 below. In Nigeria and Uganda, a retreat from domestic debt market 
financing is observed, while in all others there is an increase. It is worth mentioning that in case of Nigeria, a 
more than 20 percent decrease in the proportion of domestic marketable debt during these four years is the 
result of the 2016–2019 MTDS, targeting a debt portfolio composition of 60:40 for domestic and external debt, 
respectively, as against the 84:16 at the end of 2015. Ivory Coast, Nigeria and South Africa are countries where 
the marketable foreign debt instruments – Eurobonds – increased within the total central government debt as 
of 2019. 

Figure 9: Percentage change in the share of domestic and foreign marketable debt in total debt (2015–2019)
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A further examination of the central government debt stocks can be provided through the data from ADM for 
2017 and 2019, for seven countries – Mauritius, Morocco, Benin, Burkina Faso Botswana, Madagascar and 
Seychelles (Figure 10 and Figure 11). Examination of these two years together suggests that the share of debt 
from multilateral creditors is diminishing even in countries like Burkina Faso, Madagascar and Botswana, where 
external loans constitute the majority of the debt stocks. Benin is a good example of increased diversification of 
debt stock between 2017 and 2019, following Eurobond issuances and borrowing from commercial creditors, 
while in Seychelles there is similar diversification both in 2017 and 2019. It is clear that financing from domestic 
securities markets is increasingly becoming a major source for all these countries.

It is clear that financing from domestic
securities markets is increasingly becoming 
a major source for all these countries.
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Figure 10: Breakdown of central government debt by type (2017)

Source: ADM surveys

Figure 11: Breakdown of central government debt by type (2019)
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Despite differences among countries, domestic bond markets have been developing and strengthening in Africa. 
Many African countries turned to their domestic bond markets to fund the increases in budget deficits during 
the pandemic. Efficient local currency bond markets can increase financial resilience by mitigating currency risk, 
in addition to providing an alternative financing source for countries, as the financial environment caused by the 
COVID-19 pandemic has shown (CABRI 2021). 

The ADM also provides information on the size of Eurobond stocks of nine participating countries, from 2017 to 
2019. This is illustrated in Figure 12, in nominal stock amounts for the last three years. 

Figure 12: International bond stocks (USD million)
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Tapping international capital markets for medium- to long-term financing has been a relatively new source of 
financing for some of the ADM African countries. A closer look at the ADM data on the foreign marketable debt 
as of 2019 shows that around USD53 billion debt stock exists, around half of which is composed of South African 
issuances. A comparison between 2017 and 2019 ADM data marks a substantial increase from around USD34 
billion since 2017.   

3.3. Changing risk exposures and increasing debt service costs 

The relatively more diversified public debt structures of the ADM countries, along with the increasing shares of 
marketable debt instruments in the portfolios, make them more open to market risks i.e. movements in interest 
and exchange rates as well as the changes in investor appetites. As discussed through Figure 2 in Section 2, 
government debt risk managers should analyse these changes in portfolio risk exposures and the outside risk 
factors, in order to balance cost and risk in achieving debt management objectives. In other words, while non-
concessional borrowing is increasing, the risks arising from volatilities in financial markets need more attention 
from African debt managers than before.
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Increasing market risks, if managed and mitigated effectively, may be balanced by the benefits of more developed 
domestic debt markets and access to international capital markets. Availability of domestic debt can help reduce 
currency risk if supported by a strong investor base at home, while access to international capital markets can 
help diversify the financing options with longer maturities compared to those of domestic financing. 

On the downside, domestic borrowing is generally costlier than external borrowing, carrying higher real interest 
rates and shorter maturities. However, international bonds expose the portfolio to foreign exchange risks and 
Eurobond bullet payments can increase refinancing risks with sharp increases in redemption profiles for certain 
years. Furthermore, transparency and macroeconomic stability are essential to maintain the investor base for 
sovereign bond investors. 

In terms of debt service costs, non-concessional debt, domestic or external, especially commercial debt from 
non-official creditors, is costlier by definition, since it is secured on market rates. Thus, any decrease in the 
non-concessional debt in the portfolios of the African governments makes them more vulnerable to changes in 
financing conditions determined by the markets. Furthermore, increasing debt service may impact negatively on 
governments’ fiscal planning as the obligatory nature of debt forces them to divert resources away from other 
deserving programmes.

Using the ADM data on debt service costs, namely the risk indicator provided by the ADM “Debt service costs: 
Recurrent revenues”, Figure 13 shows that except for Botswana service costs increased in 2019 compared to the 
previous year. It is also important that in the previous analysis for these countries, rising domestic debt financing 
for 2019 was noted.  

Figure 13: Debt service costs (total debt service/recurrent revenue)
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Source: ADM surveys. Data covers medium- and long-term debt service only. 
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4.1. Debt management capacity in ADM countries

The ADM participating countries need to strengthen their debt management capacities to deal with the changing 
risk exposures and increasing debt service costs resulting from increased access to debt markets. The DMU 
teams in these countries are expected to become more active debt managers, and this requires a strong risk 
management unit and capacity as discussed earlier in this report. Jonasson and Papaioannou (2018:73) define 
“adequate capacity” in this regard as “the development of appropriate expertise to prepare an MTDS based on 
an analytical tool that includes a quantitative analysis of the market risks embedded in the debt portfolio under 
different scenarios, i.e., the ability to set up a professional middle office”. 

A clear legal framework, organisational structure, reporting policies, information systems and procedures for 
timely debt recording and debt service payments are also necessary for debt management efficiency, which 
ensure accountability and transparency in the DMU activities and create an enabling environment for the risk 
management team. 

The ADM includes qualitative data on debt management policies and structures. The “Country Profiles” section 
in the ADM platform enables comparisons among countries in a number of parameters – debt management 
institutional arrangements, regulatory and policy environment for debt management, transaction settlement, 
and debt recording and reporting among others. Figure 14 lists some of the main risk management capacity 
parameters chosen to compare countries both between 2017 and 2019, two ADM series, and among each other, 
in Table 1.

Figure 14: Main risk management capacity parameters

Debt management strategy – published and reviewed periodically 

Strategic benchmarking 

Risk management team within DMU

Debt management reporting – Annual Report and/or Bulletin

Debt management activities audited

A satisfactory debt data recording and monitoring system

Source: Author’s own illustration

4. IS THERE PROGRESS TOWARDS 
BETTER RISK MANAGEMENT?
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Although an analysis of the risk management capacities of the ADM countries require an in-depth investigation 
into the institutional and policy environment within the DMUs, a general view of the Table 1 data suggest that 
these countries, with few exceptions, develop and publish debt management strategy documents with strategic 
benchmarks, review their strategies annually and have a unit structured as a middle office within their DMUs. The 
quality of their strategy documents, the in-house expertise used in developing these analyses, and the capacity 
building in the middle offices are subject to further research. 

Different levels of development among the ADM countries is an important consideration in analysing cross-
country qualitative data, as was the case with quantitative data. For example, the South African Treasury stands 
out from the other countries, its risk management capacity having been established in its Asset and Liability 
Management Framework during the early 2000s. Conversely, DMUs were established in Ivory Coast, Uganda 
and Seychelles only recently, after 2016. Benin constitutes an important example, with a relatively new DMU 
(established in its current form in 2008) showing evident progress in the area of public debt management in 
general, and risk management of debt in particular (see Box 2).  

Box 2: Benin’s progress in risk management capacity development

As highlighted by Krynauw and Dansou (2021) in the CABRI PFM blog, the Government of Benin has 
implemented a series of structural reforms which resulted in higher standards and more efficient practices 
in the area of public debt management. The country has prudent debt management strategies and adopts 
a more proactive approach in terms of consolidating debt levels, diversifying funding instruments and 
mitigating the risks facing the debt portfolio. 

The increased capacity in risk management is acknowledged by the IMF (2019:13) as well: “Beyond the 
revision of the debt management strategy, the authorities are also introducing functional changes in the debt 
management office. At the organizational level, the agency has restructured its operations department to 
achieve a more rigorous monitoring and control of disbursements and repayments. Portfolio managers are 
now specialized by type of lender (domestic banks, foreign banks, donors) to enhance efficiency. Following 
the audit conducted by AFRITAC West in 2015, the agency has aligned its structure with the ‘front, middle 
and back office’ model, consistent with international best practices. Second, efforts have been made to 
enhance capacity. The agency has recruited bilingual staff with qualifications in statistics and forecasting. 
Its staff receives regular training provided by technical partners and IMF technical assistance. Third, the 
agency website has been revamped and its information is updated regularly.” 

Source: Krynauw and Dansou (2021) and IMF (2019)

Progress in debt transparency, which is key for public debt management, especially for those countries with 
enhanced access to capital markets and investor based funding, can also be detected through the ADM qualitative 
data. Table 1 shows that some progress has been achieved in Seychelles and Namibia since 2017, as both countries 
are now publishing annual public debt reports and statistical debt bulletins. 

In terms of data recording systems satisfying the needs of the public debt management offices, Mauritius, 
Nigeria and Botswana report that they are happy with the system they use – the database developed by the 
Commonwealth Secretariat – while a number of countries (Ivory Coast, Madagascar, Seychelles, Namibia and 
Uganda) mention shortcomings in the information systems they use. 
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Table 1: Debt management in ADM participating countries 
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 2017 2019 2017 2019 2017 2019 2017 2019 2017 2019 2017 2019 2017 2019 2017 2019 2017 2019

Benin Yes Yes Yes Yes Yes Yes N/A Yes N/A Yes Yes Yes Yes Yes N/A Yes N/A Yes

Republic of 
Congo Yes Yes No No No N/A N/A Yes N/A Yes N/A Yes N/A Yes N/A Yes N/A Yes

Botswana Yes Yes Yes No No No Yes Yes Yes Yes Yes No No No Yes Yes No Yes

Burkina Faso Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Ivory Coast Yes Yes Yes Yes Yes Yes Yes Yes No Yes Yes Yes Yes Yes Yes Yes No No

Madagascar Yes Yes Yes Yes Yes Yes Yes Yes N/A N/A No No Yes Yes No No No No

Mauritius Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes No No No No Yes Yes No Yes

Namibia Yes Yes No No Yes Yes No No N/A N/A Yes Yes No Yes Yes Yes Yes No

Nigeria Yes Yes Yes Yes Yes Yes No No No Yes Yes Yes Yes Yes Yes Yes No Yes

Seychelles Yes Yes Yes No No N/A Yes Yes No Yes No Yes No Yes Yes Yes No No

South Africa Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes No No Yes Yes Yes Yes

Uganda Yes Yes Yes Yes Yes Yes Yes Yes No Yes Yes Yes Yes Yes Yes Yes Par-
tially No

Morocco Yes Yes No No No No N/A Yes N/A N/A N/A Yes N/A Yes N/A Yes Yes Yes

Source: ADM and debt management strategy documents of respective countries
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As was pointed out in the introduction to this report, risk management lies at the very heart of public debt 
management.  The most crucial task of the public debt manager is to reduce the cost of meeting the financing 
requirements of government by keeping market and refinancing risks within prudent levels. In this report, risk 
management was discussed as an essential governance area in the African context, making reference to the 
changing debt portfolio structures of governments, which now include more marketable debt instruments than 
in the past. To support this portfolio change discussion, central government debt data provided by the ADM 
platform was reviewed for the 2017–2019 period, and comparisons with 2015 data, where available, were also 
made. The shift towards market-based domestic and foreign debt, with a decrease in the share of multilateral 
and bilateral non-marketable debt in central government stocks, were discussed as indicators of changing market 
risk exposures for the countries. 

Typically, developing countries in Africa have not had well-established local bond markets, relying mostly on 
concessional external debt carrying high foreign currency risks, and asking for debt relief and restructuring in 
troubled times, with carrying arrears being no exception. We now see some emerging/frontier African economies 
starting to borrow from their local bond markets, getting access to international capital markets, and also 
borrowing from commercial non-Paris Club creditors, including China. 

Having access to market-based financing both at the domestic and the international level, and increasing their debt 
instrument choices should be welcomed and considered as a natural consequence of economic development for 
Africa. However, these developments should be accompanied by a strengthening of debt management practices 
and, especially, risk management capacity, otherwise these countries might end up with very high costs and risks, 
making debt levels unsustainable. 

The establishment of risk management frameworks with debt management strategy design as well as 
implementation capacities, and the development of the analytical expertise necessary for a functional mid-office 
structure were discussed as crucial for effectively managing the changing structures of African debt portfolios. 

This report also reviewed the country profiles provided by the ADM, in both the first and second qualitative 
data series, to determine whether the data on institutional capacities, reform measures or changes in the 
policy environment indicated any progress towards better management of risks. Analysis of these data reveal 
that generally, with few exceptions, ADM participating countries have installed the major pillars for establishing 
risk management capacities, with countries having published debt management strategies that are periodically 
reviewed and having put the necessary institutional structures in place.   

The most crucial task of the public debt 
manager is to reduce the cost of meeting 
the financing requirements of government 
by keeping market and refinancing risks 
within prudent levels.

5. CONCLUSION 
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