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Background
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The World Bank Group and 
the IMF work with low-
income countries to produce 
regular Debt Sustainability 
Analyses, which are 
structured examinations of 
developing country debt 
based on the Debt 
Sustainability Framework.

The Debt Sustainability 
Framework for Low-income 
Countries (LIC-DSF), 
approved by IMF and WB in 
2017, has been the 
cornerstone of assessments 
of risks to debt sustainability 
in LICs.

Three new factors were 
included in 2024:
• Consideration of climate 

change
• Domestic public debt 

vulnerabilities
• Use in debt restructuring 

situations

The Sovereign Risk and Debt 
Sustainability Framework for 
Market Access Countries 
(SRDSF) was introduced in 
2022 that applies to market 
access countries (MACs).

DSA for 68 countries have been posted to 
the World Bank website
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LIC-DSF (approved in 2017)
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Methodology for conducting DSA
• Inform LICs’ fiscal policy and borrowing decisions
• Helps to make judgments about possible financing 

strategies, and their risks
• MDBs use it to inform their lending policies
• WB and IMF staff use the DSF to inform their own 

macroeconomic analysis and policy advice to government
Inputs
• Current stock of public and publicly guaranteed debt
• Macroeconomic projections covering 20 years
• Financing projections for external and public debt

1

2

3 Outputs
• CLASSIFIES countries based on their assessed debt-

carrying capacity
• ESTIMATES threshold levels for selected debt burden 

indicators
• EVALUATES baseline projections and stress test scenarios 

relative to these thresholds
• COMBINES indicative rules and judgements to assign 

ratings for risk of debt distress

The LIC DSF was reformed in 2017 as shown in the diagram 
above - it introduced 4 realism tools to examine the 

realism of the medium-term macroeconomic projections 
under the baseline scenario
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LIC-DSF Toolkit
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The LIC DSF template, an Excel-based tool, that 
analyzes scenarios based on user inputs1

2

3

The LIC DSF template automatically applies the 
historical scenario and the following standardized 
stress test scenarios to both external and public 
DSAs:
• Real GDP growth shock
• Depreciation shock
• A combination of all shocks scenario

Tailored stress tests are applied if relevant and 
likely:
• Contingent liabilities
• Natural disasters
• Volatility of commodity exports
• Market-financing shocks

Risk Rating
Low, Moderate, or High Rating

• A final rating of the risk of external debt 
distress: low, moderate, or high.

• A final rating of the overall risk of public 
debt distress: low, moderate, or high.

• A full discussion of the main risks to this 
assessment, including factors such as data 
coverage, macroeconomic uncertainty, 
policy implementation risks, and other 
global factors.

In Debt Distress
• When the debt sustainability analysis 

indicates a significant and sustained 
breach, or a high probability of a future 
debt distress event.
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LIC-DSF Outputs
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Debt burden thresholds:
• Thresholds depend on countries’ debt carrying 

capacity
• Countries with stronger capacity benefit from 

higher thresholds
• Three categories: weak, medium, strong

Key charts generated for Cambodia’s DSA in 2024
(Cambodia is assessed as “medium”)

Interactive Guide:
https://www.worldbank.org/content/dam/LIC%20
DSF/Site%20File/station1.html

https://www.worldbank.org/content/dam/LIC%20DSF/Site%20File/station1.html


INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.

SRDSF

6Mac-srdsf-template.xlsm

SRDSF provides a 
standardized approach to 
conducting analyses of 
the risk of sovereign 
debt-related stress and 
public debt sustainability 
for market access 
countries (MACs)
• Replaced MAC-DSA in 2022
• Comprises sovereign risk 

assessment and debt 
sustainability assessment

• Consists of 3 modules (logit, 
Debt Fanchart, & GFN)

• Includes additional modules 
for specialized analysis

IMF PPEA2022039
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Key Factors to Consider
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1. Personnel should involve multiple departments/divisions
• Involve Budget, Fiscal Policy, Economic Planning, and Debt Management
• Include central bank in the exercise

2. Need to ensure capacity of staff to undertake DSA
• LIC-DSF template is complex so not easy to use

3. Data input requirements can be a challenge as need 20 year projections
• Macroeconomic indicators including fiscal policy and financing needs
• Debt service and new borrowing

4. Challenge to set baseline and stress test scenarios
5. Challenge of including contingent liabilities and PPPs

It will be a major effort to undertake DSA
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Reference Documents
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Thank You
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