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Introduction

The RA Government debt management strategic program presents the strategy to raise the borrowings necessary for financing the RA State budget deficit and manage the risks of the RA Government debt portfolio. The strategy is a three-year program, which is reviewed and published annually, contributing to ensuring the predictable and transparent management of the Government debt.

The RA Government debt management strategy clarifies the borrowing policy, including the benchmark indicators for the Government debt management, identifies and assesses the risks associated with the Government debt management, as well as outlines the principles, targets and actions to be implemented, under which the Government will not threaten the fiscal sustainability.

The debt management has an essential role within the public finance management process, where, considering the resource constraints, the Government borrows in order to implement a fiscal policy contributing to the long term and sustainable economic growth.

For the formation of an acceptable RA Government debt portfolio, the RA Ministry of Finance carries out cost-at-risks analyses, applying also the approaches developed by the leading international financial organizations and based on the best international practices. The analyses allow assessing the costs and risks indicators of the RA Government debt portfolio and the impacts of the possible shocks on these indicators. The RA Government debt management strategy presents and analyzes the market risks: such as exchange rate and interest rate risks of the RA Government debt portfolio, as well as refinancing risk, and non-market operational risk. The RA Government debt management constrains, such as the domestic market capacity or the possibilities for the utilization of the external loans, have also been taken into consideration during the development of the strategy.

Generally, the RA Government debt management strategy presents the preferable option out of the possible costs-at-risks tradeoffs, the selection of which is based on meeting financial needs with acceptable costs.

Objectives and scope of the RA Government debt management strategy

The RA Government debt management strategy is developed in accordance with the provisions of the RA Law “On Public Debt” approved in 2008. 

According to the RA Law “On Public Debt”, the main objective of the RA Government debt management is the assurance of the permanent possibility for meeting the financial needs of the Government, together with the reduction of the debt service amount in the long-term. Since the second part of the main objective of the RA Government debt management also assumes to assess the potential risks that may affect the reduction of the debt service amount in the long-term, then the debt management objective can be reformulated as determining the appropriate debt portfolio structure that minimizes the funding cost to the Government taking into consideration the financial risks.

The RA Law “On Public Debt” also defines the goals for raising public debt, such as: financing the State budget deficit and ensuring current liquidity, maintaining and developing Government domestic debt market.
The strategy covers only the RA Government debt (including the guarantees provided by the RA Government), and the analyses performed do not include the external debt of the CBA. The latter is taken on behalf and by the CBA. Moreover, in accordance with the RA Law “On Public Debt”, the objectives of the CBA debt management are defined by the RA Law “On the Central Bank of RA”.
Developments observed in the RA Government debt management from the start of 2019

· At the end of 2019 the RA Government debt / GDP ratio was 49.9%, which was lower by 2.3 percentage points from the planned indicator. It also reduced from the 50% threshold set by the fiscal rules to a softer range of restrictions: on passing the 40% threshold.

· As a result of the RA Government debt management all benchmark indicators defined by the 2020-2022 RA Government Debt Management Strategy were within the outlined ranges. 

	
	Benchmark
	Actual as of 31.12.2019

	Refinancing risk
	
	

	Average time to maturity
	8 – 11 years
	9.1 years

	Share of the Government treasury bonds maturing within a year in the outstanding Government treasury bonds (at the end of the year)
	max 20%
	12.7 %

	Interest rate risk
	
	

	Share of fixed rate debt in total debt
	min 80%
	83.8 %

	Exchange rate risk
	
	

	Share of domestic debt in total debt
	min 20%
	22.5 %

	Share of AMD denominated debt in total debt
	min 20%
	20.8 %


· In 2019 the deficit financing by domestic net borrowings (without promissory notes) constituted AMD 101.9 billion or 43.4% of the total net borrowings for deficit financing, and by external net borrowings: AMD 132.7 billion or 56.6% of the total net borrowings for deficit financing.
· The RA Government successfully allocated Eurobonds in the international capital market on 26th September, 2019, that had USD 500 million nominal value, 10-year maturity and 4.2% yield, which was significantly lower than the yields of Eurobonds issued in 2015 (7.50%) and in 2013 (6.25%). On the same day funds from the proceeds were channelled to buyback USD 402.4 million volume of the USD 500 million outstanding Eurobonds to be matured in 2020. The coupon rate of newly issued Eurobonds is 3.95%
· On June 4, 2020, the World Bank informed that the additional interest rate (1.7%) will not be applied on most of the loans provided to Armenia by the International Development Association during the World Bank's financial year (from July 1, 2020 to June 30, 2021). As a result, the savings of the RA state budget on external interest payments will make about USD 13 million.

· By the order N 30-A of the RA Minister of Finance on 7 February, 2020, the "Program of Measures to Improve the Performance of the RA public debt management" was approved, which envisages to regulate certain debt management functions, as well as to increase debt management accountability and transparency.

· Starting from 8 October, 2019 “www.gp.minfin.am” Treasury Direct online retail system for selling Government securities became available also outside the geographical area of the RA.

· During 2019 the following operations have been carried out with regard to the Government treasury securities:
	2019
	Placement volume
	Receipts from placement
	Redemption and buyback volume
	Interest amount paid

	Government treasury bonds, billion AMD
	209.9
	217.3
	115.3
	69.7


· During 2019 the operations carried out for external loans were the following:
	2019
	Receipt
	Redemption
	Interest amount paid

	External loans, million USD
	359.2
	168.2
	102.1

	External loans, billion AMD
	173.1
	81.6
	49.6


· During 2019 the operations carried out with Foreign-currency denominated Government bonds are the following:
	2019
	Issue Volume
	Receipts from placement
	Redemption and buyback volume
	Interest amount paid

	Foreign-currency denominated Government bonds, million USD
	500.0
	489.9
	402.4
	79.1

	Foreign-currency denominated Government bonds, billion AMD
	235.8
	231.0
	189.8
	38.1


Cost-at-risk description of the RA Government debt portfolio
At the end of 2019 RA Government cost and risk indicators were the following:

Table 1. RA Government debt cost and risk indicators as of 31.12.2019
	
	Foreign currency debt
	AMD 

debt
	Total

	RA Government debt (billion AMD)
	2,597.6
	681.0
	3,278.7

	RA Government debt (million USD)
	5,415.1
	1,419.7
	6,834.9

	RA Government debt / GDP, (%)
	39.5
	10.4
	49.9

	Cost Indicators
	Interest payment / GDP, (%)
	1.3
	1.1
	2.4

	
	Weighted average interest rate (%)
	3.0
	11.8
	4.8

	Refinancing risk
	Average Time to Maturity (years)
	8.8
	10.2
	9.1

	
	Debt Maturing in 1 year (% of total)
	5.5
	12.7
	7.0

	Interest rate risk
	Average Time to Refixing (years)
	6.6
	10.2
	7.4

	
	Debt Refixing in 1 year (% of total)
	26.4
	12.7
	23.6

	
	Fixed Rate Debt (% of total)
	79.6
	100.0
	83.8

	Exchange rate risk
	Foreign Exchange Debt (% of total)
	-
	-
	79.2

	
	Short Term Foreign Exchange Debt (redemption and interest payments) / International Reserves, (%)
	-
	-
	8.5


The following indicators have been used in order to characterize the costs for the Government debt: Weighted average interest rate for the debt portfolio, Share of the interest payment in the State budget revenues and Share of the interest payment in the GDP. 

The average interest rate for the RA Government debt portfolio was 4.8% at the end of 2019, moreover, for AMD denominated debt it comprised 11.8%, for foreign currency debt – 3.0%.
The average interest rate for the RA Government debt portfolio (the ratio of the debt interest payment in 2019 to the outstanding debt as of the end of the previous year) made up 5.1% against 4.7% in 2018. In case of separation by residency, the average interest rate for the RA Government external debt was 3.6% in 2019 against 3.2% in 2018, and the same indicator for the RA Government domestic debt made up 10.4% against 10.3% in 2018. The interest rates of the external loans have an increasing trend, because, as a result of being classified as a middle-income country, Armenia no longer has access to the concessional loans provided by the international organizations. Moreover, the World Bank and the Asian Development Bank have reviewed and increased the interest rates for the previously provided concessional loans. Regarding to the average interest rate in the domestic market, the average weighted yield of GS comprised 11.78% as of 31 December, 2019, compared to 12.28% at the end of 2018.
Chart 1. Average yield dynamics in 2018-2019
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According to the results of the year, the weighted average yield was reduced by 0.5 percentage points, which was mainly due to the decrease in the weighted average yield of the primary allocations of large amounts LTB and the buyback and redemption of the high-yield GS during 2019.
During 2019, the RA Government paid AMD 157.5 billion interest on debt, which constituted 10.1% of the State budget revenues, 9.7% of State budget expenditures and 2.4% of the GDP. All these three indicators reflect a moderate level of the RA Government debt costs.  
Risks management is essential from the perspective of resolving the issue for the efficient management of the RA Government debt. The objective of the risks management is the avoidance of the unforeseen losses and the insurance of the continuity of the operations.

Exchange Rate Risk

The most significant market risk in the existing RA Government debt portfolio is the exchange rate risk. The exchange rate is mostly measures by the following two indicators: Share of the foreign currency denominated debt in the total debt and Share of the foreign currency denominated short-term current debt in the international reserves.
The current RA Government debt portfolio is exposed to a high exchange rate risk, because, as of 31 December 2019, the major part of the debt – 79.2% was borrowed in foreign currency (it decreased by 1.7 percentage points compared to the previous year).
Chart 2. The shares of the foreign currency and AMD denominated RA Government debts in 2018-2019 (%)
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The foreign currency structure of the FX denominated RA Government debt portfolio is presented below:
Chart 3. The foreign currency structure of the RA Government debt portfolio at the end of 2019


[image: image3]
The right figure shows the foreign currency structure of the debt portfolio by the distribution of the shares of the corresponding SDR foreign currencies. 
The high share of the foreign currency debt is the result of the higher share in the debt portfolio of the borrowings provided by the bilateral and multilateral external creditors, as well as the existence of three issuances of Eurobonds with total USD 1.1 billion outstanding amount. In 2019, the share of the short-term FX denominated debt in the international reserves increased by 3.3 percentage points and constituted 10.5%.
Refinancing risk

The refinancing risk of the Government debt portfolio is assessed mainly through three indicators: Share of debt maturing in one year, Average time to maturity and the Redemption profile of the Government debt portfolio.
The current RA Government debt portfolio has a low refinancing risk, because, as of 31 December 2019, the share of debt maturing in one year constituted only 7.0%. It increased by 2.0 percentage points compared to the previous year, mainly due to the Eurobonds to be matured in 2020, as well as due to the increase of the weight of external loans to be redeemed in 2020. In case of observation by residency, the share of the RA Government external debt maturing in one year was 4.6%, and the share of the RA Government domestic debt comprised 15.5%. It is worth mentioning that the share of domestic debt was 22.5% as at the end of 2019. The small volume of the Government external and domestic debt maturing in one year is possible to refinance without difficulties, which means that the RA Government debt portfolio exposed to a moderate refinancing risk.

The average time to maturity indicator for the RA Government debt was 9.1 years as of 31 December 2019. Moreover, the average time to maturity for the RA Government external debt comprised 8.9 years, compared to 8.8 years for the previous period, and the average time to maturity for domestic debt was 9.8 years, against 8.4 years for the previous period. These two indicators increased compared to the previous period and were in a favourable range in terms of refinancing risk of the RA Government debt portfolio.
The refinancing risk is better illustrated by the redemption profile, where the large redemption volumes in 2025 and 2029 are determined by the redemptions of the two issued Eurobonds, which constitute correspondingly the 59.1% and 59.3% of the debt being redeemed in the given year.
Chart 4. Redemption profile of the Government debt by instruments, as of 31.12.2019 (billion AMD)
[image: image4.png]450
400
350
300

250
200

150

100

50

¥S0T
£60T
5ot
10T
050t
6¥0C
K0T
0T
9¥0T
SvoT

£Y0T
woT

0¥0T
6£0CT
€0T
£€0T
9€0T
Geot
¥e0T
£€0T
ceoe
€0t

0€0T
670C
90T
£20T
90T
Geoc
¥20T
£70C
ceot
leot

0zot

m Guarantees

m AMD Government Securities m Eurobonds

m External Loans





The Government debt redemption profile is as follows with classification into domestic and external debts (in other words classification by residency):
Chart 5. Redemption profile of the Government debt as of 31.12.2019
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The redemptions of the Government debt formed by the end of 2019 are spread until 2054 for external debt and until 2047 for domestic debt.
Interest rate risk

The interest rate risk for the Government debt portfolio is assessed mainly through three indicators: the share of the fixed interest rate debt in the total debt, the share of debt to be refixed in the next year in the total debt, average time to refixing.

83.8% of the RA Government debt is with fixed interest rate. Moreover, 79.2% of the external debt and the whole domestic debt are with fixed interest rate. In this case, the rise of the yields for the floating interest rate debt cannot result in a significant increase of the costs. 

Nevertheless, 22.8% of the Government debt is subject to refixing during 2020 and exposed to moderate interest rate risk.
At the end of 2019, the Average time to refixing indicator comprised 7.4 years, which carries a low level of interest rate risk for the debt portfolio. This indicator is lower than the Average time to maturity indicator, because 16.2% of the debt is with floating interest rate, which is also subject to refixing during 2020.
Costs at risks analysis of the existing RA Government debt portfolio shows that the existing debt portfolio is mostly exposed to the exchange rate risk.
2021-2023 RA Government Debt Management Strategy 

Macroeconomic assumptions and key risk factors 

In the medium term horizon, the RA Government, based on the policy issues revealed during the previous years, has drafted such a fiscal policy that will allow to implement a fiscal consolidation within the restriction for ensuring debt sustainability, in the mean time creating a basis for perspective economic growth.

The macroeconomic forecasts and assumptions are briefly summarized in the following points: 
· Coronavirus pandemic (COVID 19) is spreading rapidly all over the world and Armenia, like all countries in the world, bears its consequences. In this situation, a great recession is predicted in the partner countries of the RA in 2020, which will have a significant negative impact on the economic activity of the RA.

· Both demand and supply are declining in the Republic of Armenia under the state of emergency and the imposed restrictions. The services, construction and processing industries suffer the most. Under these circumstances, it is expected 2.6% economic downturn in 2020, and an average 6.1% economic growth during the medium term.

· Within the slowing economic activity and weakening domestic and external demand there will be a decline in dollar-denominated exports and imports in 2020, and the current balance will show a deteriorating trend. The current account deficit will be improved in the medium term horizon striving for its long-term equilibrium level.

· In line with fiscal rules, in 2020 the fiscal policy will be expansionary in order to counteract the economic shock caused by the pandemic. After 2021 the fiscal policy will be neutral and in the mean time will stimulate long-term economic growth by increasing the share of public investments.

· The Central Bank of RA will continue to pursue an expansionary monetary policy in the short run, and, if necessary, will maintain its expansionary position in the medium term. In the short run, the weak inflationary environment will persist due to the weak impact of the private demand on domestic prices, and in the medium term, as a result of expansionary monetary policy, inflation will be accelerated and will stabilize around the 4% target indicator at the end of the forecasting horizon.
· Due to the high uncertainty of the spread and duration of the pandemic, the development of the world economy will largely depend on the health measures aimed at overcoming the COVID-19 pandemic. In these conditions, due to the high degree of uncertainty, the downwards risks prevail in the economic growth forecasts for the world, for the RA partners, as well as for the RA. In addition, the course of the measures taken by the RA Government to prevent the economic consequences of the pandemic and to restore the economy plays a significant role in the further processes of the RA economic development.
The key indictors underlying in the 2021-2023 RA Government debt management strategy are reflected in the table below:

Table 2. 2019-2023 RA Govennmnet debt management strategy key indicators,  

	
	2019

 Actual
	2020 

Forecast
	2021

Forecast
	2022

Forecast
	2023

Forecast

	Real GDP growth (%)
	7.6
	-2.6
	7.0
	6.4
	5.1

	CPI (period average, %)
	1.4
	1.0
	2.8
	3.5
	3.9

	RA Government transactions (% share of GDP)

	Revenues and grants
	23.8
	22.9
	23.4
	24.0
	24.3

	Expenditures
	24.8
	28.4
	26.3
	25.8
	26.1

	Deficit  (-)
	-1.0
	-5.6
	-2.9
	-1.8
	-1.8

	RA Government debt
	49.9
	58.6
	58.2
	56.5
	54.7

	External sector

	Exports of goods and services (million USD)
	5,640.7
	4,413.5
	5,147.0
	5,766.7
	6,441.4

	Imports of goods and services (million USD)
	-7,469.5
	-6,374.3
	-6,992.3
	-7,574.6
	-7,960.9

	Current account balance (% share of GDP)
	-7.2
	-9.7
	-7.3
	-6.3
	-5.6

	
	
	
	
	
	

	RA Government debt (billion AMD)
	3,278.7
	3,812.0
	4,159.8
	4,438.1
	4,692.3

	Nominal GDP (billion AMD)
	6,569.0
	6,505.1
	7,143.0
	7,853.5
	8,582.5


In the medium-term, as of December 31st the RA Government debt / GDP ratio will not exceed the 60% threshold envisaged by the Article 5 of the RA Law “On Public Debt”. It is forecasted that at the end of each year during 2020-2023, the RA Government debt / GDP ratio will exceed 50%, thus the fiscal rules defined by the RA legislation will be applied in accordance with Article 5, Point 7 of the RA Law “On Public Debt”.
As according to the Article 12, point 1 of the RA Law “On Public Debt” the three-year RA Government debt strategic program is included in the Medium-Term Expenditure Framework, thus the RA Government debt strategy is based on the macroeconomic forecasts compliant with the 2021-2023 Medium-Term Expenditure Framework (MTEF). The macroeconomic indicators and related risk analyses are presented in detail in the “Macroeconomic analyses and forecasts” section of the 2021-2023 MTEF. 
The input of realistic macroeconomic forecasts has a crucial role during the cost-at-risk analysis of debt, as their deviations can significantly alter the level and direction of the risk indicators. In other words, the fluctuations of both the market variables and the macroeconomic indicators can have a significant impact on the risk indicators of the RA Government debt.
The forecast for the gross financing need is as follows:

Table 3. Gross financing need (billion AMD)
	
	2019 Actual
	2020 Forecast
	2021 Forecast
	2022 Forecast
	2023 Forecast

	State budget primary balance
	(93.5)
	194.8
	23.7
	(71.0)
	(78.0)

	RA Government debt interest payments
	157.5
	166.7
	185.5
	211.2
	236.6

	RA Government debt redemption
	386.7
	271.7
	261.5
	270.7
	335.1

	Gross financing need
	450.7
	633.2
	470.7
	410.9
	493.7

	Gross financing need / GDP, %
	6.9
	9.7
	6.6
	5.2
	5.8


Along with the growth of the debt of the RA Government, the interest payments and redemptions also increase in the medium term. The primary deficit of the State budget increases the financing need in 2021, but reduces it by 71.0 billion and 78.0 billion drams, respectively in 2022 and in 2023. Gross financing need / GDP indicator comprises 5.8% at the end of the medium term. The gross financing need / GDP indicator decreases by 3.1 percentage points in 2021 compared to the previous year, by 1.4 percentage points in 2022, and increases by 0.5 percentage points in 2023. Moreover, debt redemptions mainly contribute to the growth of the gross financing need in 2023.
The 2021-2023 Government debt management strategy is based on the above mentioned macroeconomic assumptions. However, occurrence of the shocks emanating from the external economic environment can evoke certain risks in terms of ensuring the targets foreseen by the strategy.
Targets and measures to be implemented
· In the medium-term and long-term, the share of the domestic net borrowings in the State budget deficit financing will be increased along with the targeted change of the structure and composition, as well as the significant increase in the number of market participants. It will be aimed at reducing the foreign exchange rate risk, as well as will establish a background for the application of new instruments in the financial market (floating, index linked, targeted, etc.) and for the further development of the market. Driven by the progress of the pension and insurance reforms, it will be possible to speed-up the process of increasing the weight of the State budget deficit financing from the domestic sources.
· The increase of the liquidity of the Government treasury securities through enhancing volumes of outstanding Government treasury securities will continue to be considered as a domestic public debt management target. 

· The possibilities of defining Government short-term bonds with a maturity of 6 months as a benchmark by increasing their allocation volumes will be studied. For this purpose, consultative meetings will be held with the primary dealers (agents) of the Government treasury securities. Concentrating issuances of short-term bonds around 6-month maturity bonds will contribute to the increase of the liquidity in the money market, as well as will give a possibility to formulate a benchmark which is important for further development of other segments of the capital market.

· In case of favourable developments in the financial markets, the possibility for certain accumulation of financial resources and building up a buffer will be considered. In case of undesirable developments in the domestic and external markets, this will allow executing the RA State budget without shocks, as well as adjusting the volume of deficit financing through Government treasury securities, if necessary.
· The legislation regulating the debt operations will be reviewed in accordance with the international best practice, in particular, the RA Law “On Public Debt” will be reviewed and it will meet the new standards used by international financial institutions. The improvement of the RA Law “On Public Debt” is also included as an action in the "2019-2023 Strategy of the Public Financial Management System Reforms" approved by the RA Government Decree N 1716-L on 28 November 2019 and in the "2019-2023 Action Plan of the Public Financial Management System Reforms".
· One of the most important factors of efficient debt management is the insurance of the transparency and the permanent communication with the society. For this, the Government will continue the open and public activities with the investors and society, as well as the presentations on debt reports.
· The calculations of this strategy do not envisage receipts from the allocations of new Eurobonds, but in the medium term, in case of emanating high risks for the fiscal policy implementation due to the possible negative impact of the external economic environment, the expediency of issuing Eurobonds will be considered. In case of favourable evolvements in the domestic market or in the foreign capital market, in the medium term, the Government will consider the expediency by using each or a combination of these two sources to refinance 2025 Eurobonds or early buyback them in parallel with the attraction of loans.

· The RA Ministry of Finance will continue the buybacks and exchanges of the off-the-run Government treasury securities, aimed at smoothening the debt redemption profile and decreasing the refinancing risk, as well as increasing the liquidity of the on-the-run securities and contributing to the development of the secondary market.
· An electronic system for organizing of the Government treasury securities exchange auctions will be introduced.
· Highlighting the development of the retail market for the Government treasury securities, actions will be undertaken to extend the scope of the investors and the maturity of saving bonds. In this regard, in parallel to the actions aimed at strengthening the confidence towards the Government, public awareness activities will be implemented among the potential investors.
· The cooperation with the external creditors will be continued and deepened, giving preference to the cooperation with the creditors providing loans with more favorable terms and hard currency, and there will be a gradual shift to deficit financing through market instruments.
Benchmark indicators
For the efficient management of the RA Government debt portfolio, it is necessary to identify and assess the risks inherent to the RA Government debt portfolio. For this regard, the RA Government debt management strategy defines benchmark indicators for the debt portfolio risks, which aim at keeping the exchange rate, interest rate and refinancing risks under control through certain restrictions. The benchmark indicators have been defined taking into account the features and constraints inherent to the RA Government debt management.

Table 4. Benchmark indicators of the 2021-2023 RA Government debt portfolio 

	
	Benchmark

	Refinancing risk
	

	Average time to maturity 
	8 – 11 years

	Share of the Government treasury bonds maturing in 1 year in the outstanding Government treasury bonds (at the end of the year)
	max 20%

	Interest rate risk
	

	Share of fixed rate debt in total debt
	min 80%

	Exchange rate risk
	

	Share of domestic debt in total debt
	min 25%

	Share of AMD denominated debt in total debt (%)
	min 25%


Selection of the RA Government debt management strategy
The development of the domestic debt market and the increase of the share of AMD denominated debt in the Government debt are considered as strategic targets in order to retain the main risks of the RA Government debt management within manageability and, particularly, to decrease the high foreign exchange rate risk of the debt portfolio.
The comparison of “The share of the Government foreign currency debt in total debt” indicator for some countries having comparable international ratings is presented below.
Chart 6. The shares of the Government foreign currency debt for some countries having comparable international ratings at the end of 2019


[image: image6]
Source: For the debt indicators – websites of the Ministries of Finance of the corresponding countries; for ratings - https://tradingeconomics.com/country-list/rating website.
By the way, among the benchmark indicators of the debt portfolio, the level of the Government debt for non-residents to be considered as risky is 60% for the developing countries according to the Guidline of the Government debt sustainability for the countries having access to the capital market, which was  published by the IMF on May 9, 2013.  

The deficit financing through the domestic net borrowings will be fulfilled by allocating of the up to one-year maturity Government short-term securities, 3 and 5-year maturity medium-term coupon notes, 10 and 30-year maturity long-term coupon bonds, as well as 6-month, 1, 2 and 3-year saving coupon bonds. 

The deficit financing through the external net borrowings will be fulfilled by attracting project loans from the bilateral and multilateral international creditors. 
The results of the selected strategy (S1) and the other two alternative strategies in perspective of cost-at-risk are presented below. As an alternative second strategy (S2) it was reviewed the double volume of the deficit financing through the domestic net borrowings against the selected strategy, and as an alternative third strategy (S3) it was reviewed the double less volume of the deficit financing through the domestic net borrowings or, which is the same, the larger volume of the deficit financing through the external net borrowings. The result was the following: 

Chart 7. RA Government debt / GDP indicator in 2023
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The chart shows that the obvious most non preferable strategy from the selected three strategies is S2, as the RA Government debt / GDP indicator, as a cost indicator, is the highest and, at the same time, S2 contains the highest risk when 30% exchange rate shock is applied in 2021. At the first glance it may seem that the most preferable strategy is S3 (contains 0.11 percentage points less cost and 0.001 percentage point more risk compared to the S1 baseline strategy), however the selection of the strategies is made through the study and analysis of a whole system of cost-at-risk indicators. In particular, if 30% exchange rate shock is applied to the S3 and S1 scenarios in 2021: depreciating AMD against USD, EUR and SDR, then at the end of 2023 the RA Government debt / GDP ratio for S3 will increase by 11.18 percentage points being by 0.01 percentage point more than the same indicator in S1. S3 strategy assumes an increase of the weight of the foreign currency debt, consequently applying higher exchange rate risk, which is the most essential risk of the Government debt portfolio. 

In addition, the 30% exchange rate depreciation shock is the typical maximum shock used for depreciation of the local currency in the debt medium-term strategy analytical toolkit developed jointly by the WB and IMF. The historical maximum value of AMD depreciation comprised 23.6% in 2009 (AMD against USD exchange rates at the end of the years were considered as base data).

The above mentioned analysis confirms that it is necessary to develop the domestic public debt market and gradually increase the share of net deficit financing through the domestic sources in the net deficit financing taking into account potential risks. Therefore, combining all the factors, the S1 strategy (baseline scenario) was preferred. 

Trends in improving the macro-environment in the economy, the existing level of the liquidity and the formulated stable demand for the Government treasury securities were taken into account while planning the structure of the deficit financing through the domestic net borrowings.

The State budget deficit financing through net borrowings for 2020-2023 is planned to be implemented as follows:

Table 5. State budget deficit financing through net borrowings for 2020-2023 (billion AMD)

	
	2020

 State budget program
	2020 forecast
	2021

forecast
	2022

forecast
	2023 
forecast

	State budget deficit financing through net borrowings
	159.5 
	376.8 
	322.3
	230.5 
	206.4 

	Of which:
	
	
	
	
	

	Domestic net borrowings (without promissory notes)
	145.0 
	220.0 
	304.8
	190.0 
	327.9 

	External net borrowings
	14.5 
	156.8 
	17.6
	40.5 
	(121.5)


Chart 8. The structure of the deficit financing through domestic and external net borrowings in 2018-2023
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It is not expected any significant increase in the debt service costs in case of gradual replacement of the external debt with the domestic debt. Moreover, taking into account the fact that the concessionality of the loans to be borrowed from the external sources are diminishing, as well as there are already 30 years bonds in the domestic debt portfolio, then the gradual increase of the share of the domestic debt will positively affect also on the refinancing risk indicator. Since the refinancing risk is at a moderate level, then it is possible to retain it within manageable level using different types of debt management instruments. 

Cost-at-risk analysis of the selected strategy
Based on the estimated macroeconomic assumptions, cost indicators of the RA Government debt will not be essentially changed at the end of the forecasted period.
Table 6. Forecasts of the cost indicators of the RA Government debt portfolio

	
	2020

State budget program
	2020 forecast
	2021 forecast
	2022

forecast
	2023

forecast

	Average Interest Rate for the RA Government Debt Portfolio (%)
	5.1 
	5.1 
	4.9 
	5.1 
	5.3 

	Interest Payment / State Budget Revenues (%)
	9.9 
	11.2 
	11.1 
	11.2 
	11.4 

	Interest Payment / State Budget Expenditures (%)
	9.1 
	9.0 
	9.9 
	10.4 
	10.6 

	Interest Payment / GDP (%)
	2.4 
	2.6 
	2.6 
	2.7 
	2.8 


Generally, it is forecasted that the RA Government debt / GDP ratio will be increased at the end of 2021, then during the medium term period GDP will grow faster than the debt volume resulting in decrease of the RA Government debt / GDP ratio, which is forecasted to be 54.7% at the end of 2023. The average interest rate of the RA Government debt will be 5.3% at the end of the forecasted period. The Government debt interest payments / State budget revenues and the Government debt interest payments / State budget expenditures indicators are increasing during the medium term period comprising 11.4% and 10.6% respectively, and the Government debt interest payments / GDP indicator will be 2.8% at the end of the period.
Obviously, the increase in the interest payments of the RA Government debt is accelerating against the growths of the State budget revenues, State budget expenditures and nominal GDP. In the medium term, the average growth rate of interest payments of the RA Government debt was 12.4%, which on average exceeded the growth rate of State budget revenues by 0.5 percentage points, the growth rate of State budget expenditures by 5.7 percentage points and the nominal GDP growth rate by 2.7 percentage points. It should be noted that the annual growth of interest payments of the RA Government debt accelerates and comprises 13.9% in 2022 against 11.3% of the previous year, but it slows down to some extent at the end of the medium-term period making up 12.0% in 2023.

The exchange rate risk, refinancing risk, interest rate risk and operational risks are deemed to be important from the risks management perspective.
Exchange rate risk

The level of the Share of domestic debt in total debt indicator will be within the defined benchmark range in the medium term, reaching 37.6% at the end of the period.

Table 7. The weights of the RA Government domestic debt and AMD denominated debt in the total debt
	
	2020

State budget program
	2020 forecast
	2021 forecast
	2022 forecast
	2023

forecast

	Domestic debt / Total debt (%)
	24.7 
	24.9 
	29.9 
	32.3 
	37.6 

	AMD denominated debt / Total debt (%)
	23.0 
	23.3 
	28.5 
	31.0 
	36.3 


At the end of 2023, the weight of the foreign currency denominated debt decreases over the medium-term, constituting 63.7%, however the exchange rate risk of the RA Government debt portfolio will still remain the main risk factor in the upcoming years.
Table 8. The structure of the RA Government foreign currency denominated debt in 2020-2023, as of the end of year (%)

	
	2020

State budget program
	2020 forecast
	2021 forecast
	2022

forecast
	2023

forecast

	 USD 
	55.0 
	52.0 
	52.1 
	53.7 
	54.7 

	 SDR 
	25.2 
	29.1 
	27.5 
	25.8 
	24.2 

	 EUR 
	15.3 
	14.6 
	16.4 
	16.8 
	17.4 

	 JPY 
	4.0 
	3.8 
	3.6 
	3.4 
	3.3 

	AED
	0.1 
	0.1 
	0.1 
	0.0 
	0.0 

	CNY
	0.4 
	0.4 
	0.3 
	0.3 
	0.3 


The SDR debt has the second largest volume in the structure of the Government foreign currency debt. If SDR, which is composed of five currencies, is broken down in accordance with the shares of each currency in the basket - USD – 41.73%, EUR – 30.93%, GBP – 8.09%, JPY – 8.33% and CNY – 10.92%, then the structure of the RA Government foreign currency denominated debt will be as follows:
Table 9. The structure of the RA Government foreign currency denominated debt in 2020-2023, as of the end of each year, with breakdown of SDR (%)  

	
	2020

State budget program
	2020 forecast
	2021 forecast
	2022

forecast
	2023

forecast

	USD
	65.5 
	64.1 
	63.6 
	64.4 
	64.8 

	EUR
	23.1 
	23.6 
	24.9 
	24.8 
	24.9 

	GBP
	2.0 
	2.4 
	2.2 
	2.1 
	2.0 

	JPY
	6.1 
	6.3 
	5.9 
	5.5 
	5.4 

	AED
	0.1 
	0.1 
	0.1 
	0.0 
	0.0 

	CNY
	3.1 
	3.5 
	3.3 
	3.1 
	2.9 


From the perspective of the decrease and efficient management of the exchange rate risk, the dependence from one or more currencies will be reduced, if there will be such kind of possibility during the negotiation of the loan terms. At the same time, it is not excluded to use of different hedging approaches in the future (for example, FX swaps).
The shares of all currencies except euro in the structure of the Government foreign currency debt will decrease at the end of the forecasted period against actual indictor of 2019. Thus, the share of USD will reduce by 0.7 percentage points, the share of SDR will go down by 2.4 percentage points, the share of JPY will decrease by 0.8 percentage points etc. While the share of EUR will increase by 4.1 percentage points in the mentioned period. 
Chart 9. The share of the RA Government foreign currency denominated debt payments in the average annual foreign currency assets in 2020-2023
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The share of the RA Government foreign currency denominated debt payments in the average annual foreign currency assets will increase in the medium term period by 0.4 percentage point and will comprise at 18.2% at the end of the period. This indicator assesses the capacity of the RA Government to service the redemptions and interest payments of the foreign currency denominated debt from the perspective of the availability of sufficient foreign currency assets.

Refinancing risk

The refinancing risk is deemed to be important due to the redemption volumes of the RA Government debt and possible negative developments in the international and domestic financial markets in the upcoming years. The RA Government puts efforts towards smoothening the redemption profile and mitigating the refinancing risk in the process of new debt borrowings. Buybacks are also used for mitigating the refinancing risk.

Table 10. Refinancing risk indicators for the RA Government debt in 2020-2023
	
	2020 forecast
	2021 forecast
	2022 forecast
	2023

forecast

	Average Time to Maturity for the RA Government Debt, (years)
	8.7
	8.5
	8.0
	7.7

	Average Time to Maturity for the RA Government External Debt, (years)
	8.2
	7.6
	7.0
	6.4

	Average Time to Maturity for the RA Government Domestic Debt, (years)
	10.4
	10.5
	10.0
	9.7

	Share of the RA Government Debt Maturing in One Year (%)
	5.8
	5.6
	6.7
	8.6

	Share of the RA Government External Debt Maturing in One Year (%)
	4.0
	4.2
	6.0
	8.1

	Share of the RA Government Domestic Debt Maturing in One Year (%)
	11.0
	8.7
	8.1
	9.3


The Average time to maturity indicator for the RA Government debt portfolio will reduce at the end of 2023, reaching 7.7 years, however the refinancing risk will remain moderate.

The Share of the RA Government debt maturing in one year in the total debt indicator will comprise 8.6% at the end of 2023, moreover, the share of the RA Government external debt maturing in one year in the external debt will make up 8.1% and the share of the RA Government domestic debt maturing in one year in the domestic debt will be 9.3%. 
The RA Government debt payments indicator is presented below as well, which represents the sum of the principal repayments and interest payments during the year.

Chart 10. RA Government debt payments during 2018-2023 (billion AMD)


[image: image10]
The RA Government debt payments indicator increases in the medium-term, reaching AMD 571.7 billion in 2023.

Table 11. The RA Government debt payments by instruments (billion AMD)
	
	2020

 State budget program
	2020 forecast
	2021

forecast
	2022

forecast
	2023 
forecast

	RA Government Current Debt by Instruments, of which:
	448.7 
	438.5 
	447.0 
	481.9 
	571.7 

	 External Loans and Borrowings
	164.2 
	154.5 
	170.1 
	183.0 
	239.4 

	Interest Payment
	53.3 
	50.3 
	50.2 
	56.6 
	56.7 

	Redemption
	110.9 
	104.2 
	119.9 
	126.4 
	182.7 

	Government Treasury Bonds
	208.8 
	208.2 
	248.6 
	270.2 
	303.1 

	Interest Payment
	85.6 
	87.2 
	107.0 
	125.9 
	150.7 

	Redemption
	123.2 
	121.0 
	141.6 
	144.3 
	152.4 

	Foreign currency Denominated Government Bonds
	75.7 
	75.8 
	28.3 
	28.7 
	29.2 

	Interest Payment
	29.2 
	29.2 
	28.3 
	28.7 
	29.2 

	Redemption
	46.5 
	46.5 
	-   
	-   
	-   


The RA Government controls the refinancing risks through the application of the debt and cash flow management instruments (buybacks, depositing the available funds in the Central Bank of RA and etcetera).
Interest rate risk

Interest rate risks require a greater attention, as the share of the borrowings on market terms is continuously increasing. The objective of the interest rate risk management is to ensure such a Government debt structure so that the impact of the interest rate fluctuations in the financial markets on the interest payments would be as low as possible. The interest rate risk indicators for the RA Government debt remain manageable in the forecasted period.
The share of the fixed rate debt is forecasted to be 80.7% at the end of 2023. Despite the RA Government will issue more fixed rate domestic debt in the forecasted period in comparison to the previous years, the share of the outstanding volume of the Government treasury securities will still not be significant and will constitute just 36.3% of the RA Government debt in 2023. On the other hand, the international creditors will provide new loans with more floating interest rate, which will result the share of fixed rate debt in the RA Government debt portfolio to fluctuate around 80%. If there would be a necessity to manage the interest rate risk, the fixing of the interest rates for the loans with floating interest rates will be implemented in accordance with the procedures set by the external creditors.

Table 12. The weights of the fixed and floating interest rate loans in the structure of the RA Government debt in 2020-2023 (%)

	
	2020

 State budget program
	2020 forecast
	2021

forecast
	2022

forecast
	2023 
forecast

	RA Government Debt, 
	100.0
	100.0
	100.0
	100.0
	100.0

	       including:
	
	
	
	
	

	Fixed Rate
	81.8
	78.8
	78.9
	78.8
	80.7

	Floating Rate
	18.2
	21.2
	21.1
	21.2
	19.3

	RA Government External Debt
	100.0
	100.0
	100.0
	100.0
	100.0

	       including:
	
	
	
	
	

	Fixed Rate
	75.8
	71.7
	69.9
	68.7
	69.0

	Floating Rate
	24.2
	28.3
	30.1
	31.3
	31.0

	RA Government Domestic Debt
	100.0
	100.0
	100.0
	100.0
	100.0

	       including:
	
	
	
	
	

	Fixed Rate
	100.0
	100.0
	100.0
	100.0
	100.0

	Floating Rate
	0.0
	0.0
	0.0
	0.0
	0.0


The Average time to refixing indicator for the RA Government debt decreases, reaching 6.4 years at the end of the period. The share of the RA Government debt refixing in one-year indicator decreases as well, reaching 25.2% in 2023.

Table 13. The Interest rate risk indicators of the Government debt in 2020-2023

	
	2020 forecast
	2021

forecast
	2022

forecast
	2023 
forecast

	Average Time to Refixing for the RA Government Debt, (years)
	7.0
	6.9
	6.5
	6.4

	Average Time to Refixing for the RA Government External Debt, (years)
	5.9
	5.4
	4.8
	4.4

	Average Time to Refixing for the RA Government Domestic Debt, (years)
	10.4
	10.5
	10.0
	9.7

	Share of the RA Government Debt Refixing in One Year (%)
	26.5
	26.0
	26.2
	25.2

	Share of the RA Government External Debt Refixing in One Year (%)
	31.7
	33.5
	35.0
	34.9

	Share of the RA Government Domestic Debt Refixing in One Year (%)
	11.0
	8.7
	8.1
	9.3


Operational risk

The operational risk is defined as the result of the external factors and technologies, as well as the consequence of the insufficient operation of the staff, organization and processes. It is important from the perspective of the operational risk management to ensure the security of the information, including the documents and the technological systems. It is necessary to ensure a backup of the debt recording and accounting database in order to avoid the disruption of the work process and the process for the storage of the complete information, to fulfil the debt obligations timely and accurately in the cases of force majeure. Public debt management department of the Ministry of Finance of RA will implement the activities envisaged by the Business Continuity and Disaster Recovery Plan in order to identify, assess, manage and mitigate the operational risks related to the RA Government debt management.
Sensitivity analysis

The cost-at-risk analysis implemented so far was based on the forecasted macroeconomic and fiscal indicators and represents the baseline scenario for the RA Government debt management strategy. The deviations of the cost-at-risk indicators from the baseline scenario after simulating different shocks to the market variables are presented below. 

Chart 11. RA Government debt / GDP ratio in 2020-2023
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Chart 12. Interest payments / GDP ratio in 2020-2023
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Exchange rate shock

The RA Government debt portfolio is exposed to substantial exchange rate risks. When applying 30% shock and devaluating the AMD against the USD, EUR and SDR in 2021, the RA Government debt / GDP ratio reaches 65.9% at the end of 2023, which exceeds the same indicator against the baseline scenario by 11.2 percentage points. 

1% change in the exchange rates formed as of 04.05.2020 (based on which the foreign currency denominated RA Government debt has been converted into USD) will result in an average annual change of the foreign currency denominated RA Government debt by AMD 27.7 billion or 0.4% of GDP during 2021-2023.

Interest rate shock
Analysing the shock scenario, which is the increase of the interest rates for the external borrowings by 250 basis points and for the domestic borrowings by 500 basis points, it becomes clear that the impact of the interest rate shock on the RA Government debt portfolio remains moderate. The RA Government debt / GDP ratio reaches to 56.8% at the end of 2023, increasing by 2.1 percentage points against the same indicator of the baseline scenario. In this case, the Interest payment / GDP ratio can increase by 1.0 percentage points.

At the same time another shock scenario was analysed, which assumed the substantial 500 basis points increase of the interest rates for the external borrowings and 1000 basis points increase for the domestic borrowings, which has a quite low probability of materializing. Such an interest rate shock will increase the RA Government debt / GDP ratio up to 59.0% or by 4.3 percentage points against the baseline scenario at the end of 2023. From the perspective of the RA Government debt service, this substantial shock can increase the Interest payment / GDP ratio indicator by 2.0 percentage points at the end of 2023.

Exchange rate and interest rate combined shock

Applying combined 15% exchange rate shock (devaluating the AMD against the USD, EUR and SDR in 2021) and interest rate shock described in the first scenario, RA Government debt / GDP ratio reaches 62.5% at the end of 2023, which is more by 7.8 percentage points against the same indicator of the baseline scenario. In this case, the Interest payment / GDP ratio can increase by 1.2 percentage points.
The impacts of a one percentage point increase of the floating interest rate debt and a one percentage point increase of the domestic interest rates are presented below.

In case of a one percentage point change of the floating interest rates – 6-month USD Libor and 6-month Euribor, the interest costs of the RA Government external debt will be annually changed by AMD 7.6 billion in average during 2021-2023. In particular, the impact of each floating interest rate on the RA Government external debt interest payments during the forecasted period would be as follows:

Table 14. The impact of a one percentage point change of the floating interest rates on the interest payments of the RA Government external debt

	
	2021

forecast
	2022

forecast
	2023 forecast

	Change in the Interest Payment for the RA Government External Debt (billion AMD)
	6.8 
	7.80 
	8.3 

	including:
	
	
	

	6-month USD Libor (billion AMD)
	5.6 
	6.4 
	6.8 

	6-month Euribor (billion AMD)
	1.2 
	1.4 
	1.5 

	Change in the Interest Payment for the RA Government External Debt (%)
	13.5 
	13.8 
	14.6 

	The Share of the Change in the Interest Payment for the RA Government External Debt in the Own Revenues of the State Budget (without grants) (%)
	0.4
	0.4
	0.4


In the domestic debt market, at the beginning of the medium-term period, a one percentage point an upward shift of the yield curve would increase the domestic debt interest payments annually by AMD 5.5 billion during 2021-2023.

Table 15. The impact of a one percentage point change in the RA Government domestic debt interest rate at the beginning of the medium-term period on the interest payments for the RA Government domestic debt

	
	2021

forecast
	2022

forecast
	2023 forecast

	Change in the Interest Payment for the RA Government Domestic Debt (billion AMD)
	2.0 
	5.4 
	9.1 

	Change in the Interest Payment for the RA Government Domestic Debt (%)
	1.8
	4.3
	6.0

	The Share of the Change in the Interest Payment for the RA Government Domestic Debt in the Own Revenues of the State Budget (without grants) (%)
	0.1
	0.3
	0.4


The conducted sensitivity analyses allow assuming that the impact of the exchange rate shock on the RA Government debt portfolio is much higher than the impact of the interest rate shock. This is mainly due to the on the one hand high weight of the foreign currency denominated debt and on the other hand the dominance of the fixed rate debt in the RA Government debt portfolio.

Conclusions

The results of the Government debt portfolio cost-at-risk analysis show that the debt portfolio is mostly exposed to exchange rate risk. Therefore, the RA Government considers as a priority the continuous development of the Government treasury securities market and the surge of the share of AMD denominated debt by increasing the volume of the borrowings from the domestic market. In 2021-2023, it is planned to increase the share of the deficit financing through the domestic net borrowings, making it up to 100.0% in 2023.

It is important to mention that the actions to be carried out only in the RA Government debt management area are not sufficient for the substantial development of the RA Government domestic debt market. One of the preconditions for the development of the domestic debt market and the extension of the investors’ base is also the full implementation of the reforms in other segments of the financial market (pension, insurance, etc.). 

In the medium-term, the RA Government will continue implementing the actions aimed at smoothening of the RA Government debt redemption profile and reducing the refinancing risk, by applying liquidity management instruments such as the formation of the cash buffer, implementation of buybacks and switches.

Annex 
Actual indicators for 2018-2019, State budget planned indicators for 2019 and forecasted indicators for 2020-2023 characterizing the RA Government debt
Table 16. The key indicators of the RA Government debt in 2018-2023 (billion AMD)

	
	2018

actual
	2019 actual
	2020

State budget program
	2020 forecast
	2021 forecast
	2022 forecast
	2023

forecast

	Government Debt
	3,082.7 
	3,278.7 
	3,593 
	3,812.0 
	4,159.8 
	4,438.1 
	4,692.3 

	% to GDP
	51.2 
	49.9 
	50.6 
	58.6 
	58.2 
	56.5 
	54.7 

	By residency
	
	
	
	
	
	
	

	Government Domestic Debt
	670.5 
	737.2 
	887.7 
	950.2 
	1,244.8 
	1,435.0 
	1,762.8 

	Government External Debt
	2,412.1 
	2,541.5 
	2,704.9 
	2,861.8 
	2,915.0 
	3,003.1 
	2,929.5 

	By instruments
	
	
	
	
	
	
	

	External Loans and Borrowings
	2,002.6 
	2,067.3 
	2,251.1 
	2,407.8 
	2,454.4 
	2,534.5 
	2,452.6 

	Government Treasury Bonds
	588.1 
	681.0 
	826.3 
	889.1 
	1,184.1 
	1,374.2 
	1,702.3 

	Foreign currency Denominated Government Bonds
	483.8 
	526.5 
	507.4 
	507.4 
	513.5 
	521.8 
	530.1 

	External Guarantees
	3.9 
	3.8 
	7.8 
	7.7 
	7.7 
	7.7 
	7.4 

	Domestic Guarantees
	4.4 
	-   
	-   
	-   
	-   
	-   
	-   

	Interest Payment for Government Debt 
	139.0 
	157.5 
	168.1 
	166.7 
	185.5 
	211.2 
	236.6 

	Interest Payment / State Budget Expenditures (%)
	9.6 
	9.7 
	9.1 
	9.0 
	9.9 
	10.4 
	10.6 

	Interest Payment / State Budget Own Revenues (without grants) (%)
	10.4 
	10.1 
	10.1 
	11.5 
	11.2 
	11.3 
	11.4 

	Interest Payment / GDP (%)
	2.31 
	2.40 
	2.4 
	2.6 
	2.6 
	2.7 
	2.8 


Table 17. Government bond indicators in 2018-2023

	
	2018

actual
	2019 actual
	2020

State budget program
	2020 forecast
	2021 forecast
	2022 forecast
	2023

forecast

	Government Treasury Bonds, billion AMD
	588.1 
	681.0 
	826.3 
	889.1 
	1,184.1 
	1,374.2 
	1,702.3 

	% to GDP
	9.8 
	10.4 
	11.6 
	13.7 
	16.6 
	17.5 
	19.8 

	By Days to Maturity, billion AMD
	
	
	
	
	
	
	

	Up to 1 year
	76.1 
	86.2 
	94.6 
	105.7 
	110.3 
	118.4 
	166.9 

	1-5 years
	224.5 
	196.1 
	207.4 
	270.3 
	373.4 
	460.7 
	567.9 

	More than 5 years
	287.5 
	398.7 
	524.3 
	513.1 
	700.5 
	795.0 
	967.5 

	Share by Days to Maturity (%)
	100
	100
	100
	100
	100
	100
	100

	Up to 1 year
	12.9 
	12.7 
	11.4 
	11.9 
	9.3 
	8.6 
	9.8 

	1-5 years
	38.2 
	28.8 
	25.1 
	30.4 
	31.5 
	33.5 
	33.4 

	More than 5 years
	48.9 
	58.5 
	63.5 
	57.7 
	59.2 
	57.9 
	56.8 

	Average Interest Rate (%)
	12.3 
	11.8 
	11.3 
	10.7 
	10.2 
	10.0 
	9.9 

	Average Time to Maturity (years)
	9.1 
	10.2 
	10.6 
	10.7 
	10.9 
	10.4 
	10.0 

	Foreign currency Denominated Government Bonds, million USD
	1,000.1 
	1,097.7 
	1,000.0 
	1,000.0 
	1,000.0 
	1,000.0 
	1,000.0 

	% to GDP
	8.0 
	8.0 
	7.2 
	7.8 
	7.2 
	6.6 
	6.2 

	Average Interest Rate (%)
	6.9 
	5.9 
	5.6 
	5.6 
	5.6 
	5.6 
	5.6 

	Average Time to Maturity (years)
	4.0 
	6.9 
	6.5 
	6.5 
	5.5 
	4.5 
	3.5 


Table 18. Indicators for the RA Government loans and borrowings in 2018-2023 (million USD)

	
	2018

actual
	2019 actual
	2020

State budget program
	2020 forecast
	2021 forecast
	2022 forecast
	2023

forecast

	Government Loans and Credits
	4,139.6 
	4,309.6 
	4,436.0 
	4,744.9 
	4,779.3 
	4,857.6 
	4,626.5 

	In % to GDP
	33.3 
	31.5 
	31.7 
	37.0 
	34.4 
	32.3 
	28.6 

	By residency
	
	
	
	
	
	
	

	External Loans and Credits
	4,139.6 
	4,309.6 
	4,436.0 
	4,744.9 
	4,779.3 
	4,857.6 
	4,626.5 

	Domestic Loans and Credits
	-
	-
	-
	-
	-
	-
	-

	By lender
	
	
	
	
	
	
	

	From International Financial Organizations
	3,185.7 
	3,237.4 
	3,360.6 
	3,646.5 
	3,681.6 
	3,785.6 
	3,610.7 

	From Foreign States
	931.2 
	1,051.8 
	1,056.8 
	1,079.8 
	1,081.4 
	1,057.8 
	1,003.6 

	From Commercial Banks
	22.7 
	20.5 
	18.7 
	18.5 
	16.4 
	14.3 
	12.1 

	Average Interest Rate (%)
	2.4 
	2.3 
	2.6
	2.3
	2.1
	2.3
	2.2

	Average Time to Maturity (years)
	9.7 
	9.3 
	8.9 
	8.5 
	8.0 
	7.4 
	7.0 
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