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“ …my administration will (i) introduce the practice of annual debt ceilings beyond which 
Government cannot borrow and link the borrowing ceiling to a clearly laid out medium-
term debt management strategy (ii) limit external financing of social services to grants (iii) 
reform the institutional and legal framework for accessing external and domestic debts for 
the central government, local governments, and parastatals (iv) establish a Sierra Leone 
Sovereign Wealth Fund to build up a modest surplus of domestic savings…”

His Excellency the President Rtd. Brigadier Dr. Julius Maada Bio 
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FOREWORD

The purpose of the Annual Public Debt Management Bulletin is 

to inform the general public, development partners and other 

stakeholders of Government debt management operations 

with respect to the country's debt stock; its debt service 

payments; composition and structure of external and 

domestic debts; risks in the existing debt portfolio; 

developments in the domestic debt market and the overall 

public debt management landscape in Sierra Leone. The 

publication and dissemination of the Public Debt Bulletin also 

demonstrates Government's commitment to transparency, 

accountability and access to information by the general public.

Total stock of public debt end of 2018 amounted to Le19.01 trillion or 58.68 percent of GDP, of which external 

and domestic debt accounted for Le13.35 trillion and Le5.66 trillion respectively. It showed 18.59 percent 

increase from end of 2017 largely driven by huge domestic borrowing in Q1, 2018 prior to the political 

transition, and also as a result of the issuance of medium-term treasury bonds to refinance the stock of verified 

contractors' arrears. Annual debt service payments in 2018 amounted Le1.21 trillion from Le838.66 billion in 

2017, explaining the increased debt servicing cost to finance the rising stock of public debt. The verification of 

domestic contractors' and suppliers' arrears would lead to further increase in the stock of explicit domestic 

debt with implications for Government's debt carrying capacity. 

Despite this, Government is committed to prioritise proactive debt management within its overall economic 

policy management in order to minimize the risks of falling into debt distress and its inherent negative 

consequences. Prudent debt management policies and strategies, anchored on sound Medium Term Debt 

Strategy (MTDS), would guide debt management going forward. Regular conduct of Debt Sustainability 

Analysis (DSA) would provide signals on the level of risks of debt distresswhich would provoke appropriate 

policy responses. 

Real GDP growth slowed down to 3.5 percent in 2018 from 3.7 percent in 2017 due to the weak performance in 

both mining and non-mining sectors. The two iron ore mines remained closed through-out 2018 with 

implications for the economy as a whole. However, the budget deficit scaled down to 5.8 percent of GDP from 

8.8 percent in 2017 due to fiscal consolidation and improved domestic revenue performance following the 

political transition. The fiscal deficit is projected to further reduce to 2.8 percent by 2023. Domestic revenue to 

GDP rose to 13.7 percent in 2018 from 12.3 percent in 2017. Government is committed to further improve on 

domestic revenue mobilization by targeting 20 percent of GDP by 2023.

Government rolled out series of reforms and measures to support fiscal consolidation and domestic revenue 

mobilization drive including: (i) implementation of the Treasury Single Account(TSA), (ii)  fuel subsidy reform to 

allow full pass-through, (iii) suspension of Goods and Services Tax (GST) waivers, (iv) comprehensive review of 

vi



all tax concessions, (v) reduced domestic borrowing, (vi) concrete steps by National Revenue Authority (NRA) 

to improve customs and domestic tax administration, and (vii) comprehensive audit of the stock of domestic 

suppliers and contractors arrears. 

Government is fully committed to sound public policy management and would sustain any eventual debt 

management gains that would be achieved in the process. This cannot be done without the support of our 

development partners. 

We remain committed to work with our development partners, the private sector, civil society and the entire 

citizenry in general.

Jacob Jusu Saffa
Minister of Finance
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SECTION 1: OVERVIEW

1.1 Outline of the Bulletin

1.2 Debt Management Objectives and Policies

1.3 Debt Management Strategy

The bulletin is divided into six main sections as 

follows: Section 1- Overview – provides a synopsis 

of the debt management objectives and policies, 

debt management strategy, and macroeconomic 

performance in 2018; Section 2- Public Debt Trend – 

describes public debt portfolio analysis covering 

debts stock trend, debt servicing, disbursement and 

related debt indicators for the period 2005 to 2018. 

It also provides an in-depth analysis on both 

external and domestic debt; Section 3 - External 

Debt – gives in-depth portfolio analysis of external 

debt. Section 4 – captures domestic debt and 

developments in the domestic debt market front.   

Section 5 - Risks Analysis - discusses risks associated 

with Sierra Leone's public debt portfolio at the end 

of 2018. Section 6 – Developments in Debt 

Management – provides highlights and key debt 

management activities in 2018.

Government's overall debt management objectives 

are to meet Government's financing needs and 

repayment obligations at the lowest possible cost 

consistent with prudent degree of risk. Government 

is also focused on developing the domestic debt 

market to support the mobilization of medium to 

long-term financing to target capital and 

development projects.

Government's debt management strategy is aimed 

at minimising borrowing costs, maintaining a 

balanced portfolio with prudent degree of risks 

exposure on a sustainable debt path in the medium 

to long-term.  Hence, the key debt management 

strategies adopted in 2018 included:

i) Prioritise Concessional Loans and Grants 

for financing development projects: Under 

the ECF programme with the IMF, all loans 

with grant element of at least 35% were 

considered concessional and desirable. 

ii) Expand the Donor Base:  Government 

continued to explore and embrace non-

traditional creditors to meet the financing of 

key development projects.

iii) Cash Management Committee: The Cash 

Management Committee met on a weekly 

basis to determine Government financing 

requirement on a regular basis. The 

Committee included the Ministry of 

Finance, the Bank of Sierra Leone, NRA and 

key revenue generating MDAs.

iv) Debt Sustainability Analysis (DSA): 

Conducted DSA to provide signals on risk of 

debt distress.

v) Medium Term Debt Strategy (MTDS): A new 

MTDS was designed in 2018 to support debt 

portfolio management in the short to 

medium term.

vi) Developing the Domestic Debt Market - 

The following strategic actions were 

implemented in 2018:

·The continued restructuring of
domestic debt portfolio away from 91
day T-Bills to 182 and 364-day T-Bills
consistent with the lengthening of
maturity profile objective. 

·Issuance of Quarterly Treasury Bills
Auction Calendar that informed the
market of Government borrowing
plans.
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1.4 O ve r v i ew  o f  D o m e st i c  Eco n o m i c  
Developments in 2018

The Sierra Leone economy grew by 3.5 percent in 

2018 compared to 3.7 percent in 2017. The 

slowdown in real GDP growth reflects mainly the 

weak performance in the mining and construction 

sectors. The Tonkolili Iron Ore Mine operated by 

Shandong Iron and Steel and the Marampa Mines 

remained closed throughout 2018. The production 

of rutile was lower than projected mainly due to 

periodic disruptions in production caused by 

employee strike actions during the year. The high 

stock of arrears owed to contractors also slowed 

down public funded construction activities. These 

developments coupled with the political 

uncertainty associated with the General elections in 

the first half of the year contributed to the 

slowdown in economic activities in 2018.  

The non-iron ore economy grew relatively stronger 

estimated at 5.4 percent in 2018 driven by the 

pickup in other mining activities including diamond, 

bauxite and zircon production; normal agriculture 

activities and strong growth in the services sectors.

The economy is projected to grow by 5.1 percent in 

2019 following the resumption of iron mining at the 

Marampa Mines by Sierra Leone Mining Company in 

February 2019; pick up in construction activities and 

improvements in electricity supply. 

Though moderated towards the last quarter of the 

year, Inflationary pressures remained high 

throughout 2018. Inflation rose gradually from 15.4 

percent in December 2017, reaching a peak of 18.3 

percent September 2018 before moderating to 17.5 

percent in December 2018. The rise in inflation 

during the year can be attributed to several factors, 

most notable the pass-through effect of the 

depreciation of the Leone, liberalisation of domestic 

fuel prices and food related supply shocks. 

Annual average inflation for 2018 estimated at 16.6 
percent was lower compared to 18.2 percent 
recorded in 2017. 

Reflecting largely the fiscal consolidation measures 

implemented by Government in the last three 

quarters of the year, the overall budget deficit, 

including grants, shrunk from 8.8 percent of GDP in 

2017 to 5.8 percent of GDP in 2018. Domestic 

revenues increased to 13.7 percent of GDP in 2018 

from 12.3 percent of GDP in 2017 while 

Government expenditures were contained at 21.5 

percent of GDP compared to the budgeted amount 

of 23.5 percent of GDP. 

The current account deficit widened slightly to 

US$564.2 million in 2018 from US$ 535.2 million in 

2017 mainly driven by drop in exports while imports  

increased marginally. However, as percentage of 

GDP, the current account improved to 13.8 percent 

of GDP in 2018 from  14.5 percent of GDP in 2017. 

The overall balance of payments worsened to a 

deficit of US$ 34.6 million (0.8 percent of GDP) in 

2018 from US$6.1 million (0.1 percent of GDP) in 

2017

In line with the widening of the balance of payments 

deficits, , gross international reserves decreased by 

US$ 18 million, from US$ 501 million (equivalent to 

3.7 months of imports) in 2017 to US$ 483 million 

(3.6 months of imports) in 2018. The exchange rate 

of the Leone to the US Dollar depreciated from 

Le7,537 per USD at the end of December 2017 to Le 

8,396 per USD at the end of December 2018.
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2.1 Public Debt Trend

2.1.1 Public Debt Stock

Public debt consists of all liabilities that are financial 

claim and requires payment of interest and/or 

principal by the debtor to the creditor at a date or 

dates in the future. Public debt in Sierra Leone 

comprises public and publicly guaranteed disbursed 

and outstanding debt owed to residents and non-

residents. Debt owed to residents in Sierra Leone 

(whether denominated in local or foreign currency) 

is classified as domestic debt and include 

Government Treasury bills and bonds, registered 

stocks and promissory notes, domestic suppliers' 

arrears, outstanding obligations owed to state-

owned enterprises and Ways and Means Advances 

owed the Central Bank of Sierra Leone. External 

debt is defined as disbursed and outstanding debt 

owed to non-residents in the form of multilateral, 

bilateral and commercial creditors. 

SECTION 2:       PUBLIC DEBT TREND

The total public debt stock of Sierra Leone end 

December 2018 amounted to Le19.01 trillion of 

which external and domestic debt accounted for 

Le13.35 trillion and Le5.66 trillion respectively. The 

public debt stock increased by 18.59 percent 

relative to its end 2017 position. On the domestic 

debt front, the increase was as a result of huge 

Government borrowing in Q1, 2018 and the 

issuance of medium-term zero-coupon treasury 

bonds to refinance stock of verified contractors' 

arrears. On the external debt front, the increase 

could be attributed to new disbursements in 2018 to 

finance several developments projects country 

wide. The stock of external debt stood at Le13.35 

trillion as at December 2018 (an increase of 16.31 

percent), while domestic debt reached Le5.66 

trillion as at end 2018 (increase of 24.33 percent). 

Table 1
Public Debt Profile in 2017 and 2018 (In million SLL)

3
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Table A1 (Annexed) shows the total public debt 

trend from 2006 to 2018. The stock of public debt 

has been steadily increasing since Sierra Leone 

reached HIPC Completion Point in 2006 that led to 

almost 70% of the stock of external debt being 

cancelled. Total public debt reached Le19.01 trillion 

end of 2018 from Le2.7 trillion end of 2007. Despite 

the increase in overall stock level, debt/GDP ratio 

has remained moderate since 2007 largely due to 

growth in nominal GDP over the period. Total debt 

to GDP was 149.3 percent by 2006 and fell to 43.94 

percent in 2007 due to debt relief and remained 

below 50 percent up to 2015. It increased to 58.38 

percent by end 2017 and further slightly increasing 

to 58.68 percent by end of 2018. While the 

accumulation of debt has remained constant over 

the period, the significant depreciation of the Leone 

against major loan currencies over the years has 

also contributed to the noticeable rise in the stock of 

external debt when denominated in Leones. Figure 

1 illustrates the trend in the accumulation of both 

external and domestic debt from 2006 to 2018.

Figure 1
Public Debt Stock and Key Ratios

2.1.2 Total Debt Service Payment

Debt service comprises amortization (principal 

repayment), interest and other charges, including 

commitment and commission fees levied by 

creditors. Total debt service payments for both 

domestic and external debt increased from 

Le838.66 billion in 2017 to Le1.21 trillion in 2018. 

This was mainly due to the gradual increase in the 

stock of public debt, rise in interest rates on treasury 

securities and the repayment profile on external 

debt. In line with increased debt service cost, total 

debt service to domestic budget revenue (DBR) 

increased from 25.10 percent in 2017 to 27.44 

percent in 2018. 

4
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3.1 Composition and Structure of External 
Debt

3.1.1 Composition

Public and publicly guaranteed external debt 

amounted to US$1.57 billion end of 2018 compared 

to US$1.51 billion end of 2017, representing an 

increase of 4.4 percent in dollar terms (but an 

SECTION 3:     EXTERNAL DEBT

increase of 16.31 percent in domestic currency 

terms over the period. See Table A4 (annexed). 

When compared to end June 2018 position of 

US$1.53 billion, the increase was 2.9 percent. The 

Table 2
External Debt Stock End 2018 (US$ in Million).

Disbursements from the IMF amounted to US$21.66 million under the Extended Credit Facility Programme, 

IDA disbursed US$17.94 million and EIB disbursed about US$36.96 million which mainly explained the increase 

in the stock.

Chart 1
Composition of External Debt by Creditor Category

6
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3.1.2 Debt Stock by Creditor Category

3.1.3 Debt Stock by Economic Sector

The share of multilateral debt continued to increase 

in the external debt portfolio accounting for 76.2% 

end of 2018, a 0.9 percentage point increase from 

its share end of 2017. Debt owed to commercial 

creditors as of end 2018 was 12.0 percent (US$ 

188.5 million), indicating a decline (1%) from 13.0 

percent end of 2017. Bilateral creditors as a share of 

total external debt remained the same (11.8%) by 

end 2018 when compared to 2017. Chart 1 provides 

a graphical description of external debt 

composition by creditor type for 2017 and 2018.

External debt contracted from the IMF in respect of 

mainly balance of payments support accounted for 

21.9 percent (US$344.8 million) of the total external 

debt end of 2018, moving from 20.9 percent 

(US$315.5 million) end of 2017. Another significant 

component of the share of external debt end of 

2018 was rehabilitation and road construction 

accounting for a share of 12.4 percent, decreasing 

from a share of 13.2 percent end of 2017. The third 

largest share is in respect of budget support credit 

extended to the Government of Sierra Leone which 

amounted to US$193.4 million (12.3 percent share), 

a decrease from a share of 14.2 percent end of 

2017. 

The energy sector accounted for a share of 10.1 

percent end 2018, an increase from a share of 8.1 

percent in 2017. Next in line were the shares of debt 

to finance projects in telecommunications and 

agriculture accounting for 7.6 and 6.6 percent in 

2018 respectively; the share of agriculture 

increased from 6.2 in 2017, whilst the share of 

telecommunications decreased from 8.1 percent in 

2017. The private sector debt, which represents 

stock of accumulated arrears owed to external 

commercial creditors, accounted for 12.0 percent 

in 2018 from a share of 12.9 percent in 2017. The 

water supply, education and training and general 

accounted for shares of 5.6, 3.8 and 3.5 percent end 

2018, from 8.1, 3.0, and 1.3 percent end 2017 

respectively. Health and social welfare, maritime 

and fishing and rural development each accounted 

for less than 2 percent of the share of debt in 2018 

given their nature of financing which is 

predominantly by grant resources. Maritime and 

fishing accounted for the least share of 0.8 percent 

end 2018 from 0.9 percent end 2017. Table 5 below 

shows the share of external debt in 2017 and 2018:
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Table 3
 Disbursed Outstanding Debt by Economic Sector 2017 and 2018 (In Million USD)

3.1.4 Multilateral Debt by Creditor

By end of 2018, multilateral creditors accounted for 

76.2 percent (US$1,199.99 million) of the total stock 

of external debt. The IMF's share of stock of 

multilateral debt decreased to 30.2 percent from 

32.4 percent end of 2017. World Bank accounted for 

the second largest share of 23.7 percent end 2018, 

decreasing from 24.3 percent end 2017. IDB and 

AfDB accounted for 11.0 percent and 10.6 percent 

respectively, while EEC/EIB recorded 7.1 percent. 

OFID and BADEA accounted for 5.2 percent and 4.4 

percent respectively, followed by EBID accounting 

for 4.1 percent.  IFAD accounted for 3.6 percent 

which was the least in 2018. Debt owed to EIB 

recorded another dramatic increase in 2018 similar 

to 2017 due to significant disbursements from the 

European Union to finance the Cote D'Ivoire, 

Liberia, Sierra Leone and Guinea (CLSG) 

Interconnection Transmission Line Project would 

result in debt owed to the European Union 

gradually increasing in the medium term. The 

exposure of Sierra Leone to each multilateral 

creditor is presented in the Chart 4.

Chart 2
Multilateral Debt by Creditor

8



3.1.5 Bilateral Debt by Creditor

The stock of external debt owed to bilateral 

creditors increased to US$185.82 million in 2018 

from US$177.61 million in 2017, indicating an 

increase of 4.6 percent. The Kuwait Fund accounted 

for the largest share of 33.2 percent followed by the 

Exim Bank of India of 18.3 percent. Exim Bank of 

China and Saudi Fund accounted for 18.2 percent 

and 13.6 percent respectively of the stock of 

bilateral debt end of 2018. The People's Republic of 

China accounted for 7.4 percent followed by Exim 

Bank of Korea of 5.8 percent. Abu Dhabi recorded 

the least share of 3.4 percent. Chart 3 shows the 

pictorial representation of the share of bilateral in 

2017 and 2018.

Chart 3
Bilateral Debt by Creditor

3.1.6 Commercial Debt

The external commercial debt stock amounted to 

US$188.5 million end of 2018, depicting a fall of 3.4 

percent from US$195.05 million end of 2017. The 

stock of external commercial debt is a combination 

of principal and interest arrears accrued two to 

three decades ago. Government has been gradually 

amortizing the stock while maintaining a zero policy 

of contracting new commercial debt. This is 

expected to change with the need for huge external 

funds to finance public infrastructure and other 

development projects. 

Under the enhanced HIPC Initiative commercial 

creditors were expected to provide debt relief under 

the World Bank Debt Buy-back Program. The World 

Bank in January 2014 approved the grant of US$1.0 

million from the Debt Reduction Facility for the 

services of financial and legal advisors to support the 

programme. Despite this, there has been significant 

delay to move the process forward. Meanwhile, 

Government continues to amortize commercial debt 

on goodwill payment basis to minimize potential 

costly litigation. It is expected that when the 

operation is fully implemented, the external 

commercial debt will be extinguished providing 

additional fiscal space to fund poverty related 

programmes

9



3.1.7 Debt by Maturity Structure

Classification of the stock of debt can also be made 

in terms of the original or remaining maturity 

profile. The maturity profile has implications for 

cost and risk trade-offs in the debt portfolio. As of 

end 2018, debts with remaining maturity of 10 years 

and more accounted for 60.1 percent of the external 

debt portfolio, a rise from a share of 59.9 percent 

end of 2017. The increase is due to disbursement of 

additional concessional external debt in 2018. The 

huge share of debt with longer maturities 

underscores Government's policy stance of 

contracting more of highly concessional debt 

particularly from multilateral creditors. Debts with 

remaining maturity between 5 and 10 years 

increased from 24.1 percent end of 2017 to 26.0 

percent end of 2018, largely influenced by 

movements in the Stock of IMF debt, the bulk of 

which now has less than 10 years to maturity. Debts 

with remaining maturity between 1 and 5 years 

decreased by 1.3 percent from 3.0 percent end 2017 

to 1.7 percent end 2018. Debts with remaining 

maturity of one year or less accounted for 12.2 

percent end of 2018, indicating a drop from 13.0 

percent end of 2017. The significant share of debt 

maturing within one year is explained by the 

inclusion of the stock of external commercial debt of 

US$188.5 million which are all in arrears. The 

remaining maturity structure of external debt is 

Chart 4
External Debt by Remaining Maturity (End of 2017 and 2018)

3.2 Debt Service Payments

External debt service payments in 2018 amounted 

to US$50.08 million (equivalent to Le403.32 billion) 

of which principal and interest payments amounted 

to US$38.14 million (Le308.53 billion) and 

US$11.95 million (Le94.80 billion) compared to 

US$39.8 million (Le303 billion) in 2017 of which 

principal and interest payment amounted to 

US$30.60 million (Le235.9 billion) and US$9.1 

million (Le67.4 billion) respectively. Interest 

payments on external debt are relatively lower than 

domestic interest payment due to the low level of 

interest rates associated with external debt 

portfolio. External debt service payments are 

projected to sharply increase in the medium to long-

term, premised on the gradual build-up in the stock 

and the planned repayment of debt owed to the IMF 

disbursed for budgetary support purposes in 

response to the Ebola epidemic.
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Chart 5
External Debt Service Payments 2017 and 2018

Debt service payments to multilateral creditors 

amounted to US$32.89 million (Le264.71 billion) in 

2018 compared to US$23.55 million (Le176.4 

billion) in 2017. Debt service to commercial and 

bilateral creditors in 2018 amounted to US$6.50 

million (Le52.49 billion) and US$10.70 million (Le 

86.12 billion), compared to the amount of US$6.50 

million (Le46.68 billion) and US$9.75 million 

(Le80.26 billion) in 2017 respectively. The change in 

debt service in US dollar terms and the effect of the 

depreciation of the Leone against the USD is quite 

visible in external debt service between the two 

periods. Chart 5 shows the comparative external 

debt service payments in 2017 and 2018.

3.3 Loan Disbursements by Sector

External debt could also be reported in terms of 

sector to inform liability exposure of the 

Government on sector basis.  Total loan 

disbursements in 2018 amounted to US$126.60 

million, down from US$178.24 million in 2017, 

indicating a decrease of 29 percent. A total of 

US$46.02 million was disbursed to the energy sector 

mainly by the European Investment Bank for 

financing the CLSG Interconnection Project and 

total of US$21.07 million was disbursed for 

Budgetary Support by the IMF. Disbursement in 

both sectors accounted for about 52.9 percent of 

the total loan disbursed in 2018.
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Table 4
Loan Disbursements in 2017 and 2018 (In Thousand US$)

15.7 percent of the total disbursement in 2018 was 

in respect of the roads sector to finance the 

Kailahun Road, Hillside Bypass phase II and Tokeh-

Lumley Road projects. The Education and Training 

sector accounted for a total disbursement of 

US$16.33 million in 2018 compared to US$10.12 

million in 2017. The increase was on account of the 

disbursements under the Revitalizing Education 

Development and Rehabilitation and Expansion of 

Fourah Bay College projects. Next in line was a total 

disbursement of US$ 7.33 million for the Agriculture 

sector, a decrease from US$9.15 million disbursed in 

2017, indicating a scaling down of activities in this 

sector.

Disbursement in the Health and Social welfare as 

well as the Water Supply sectors accounted for 5.1 

percent each and Rural Development accounted for 

1.5 percent of the total disbursements in 2018. Loan 

disbursement in respect of Rehabilitation and 

Reconstruction project accounted for less than 1 

percent and no disbursements was made for 

Telecommunications in 2018. Table 4 presents 

disbursement by sector in 2017 and 2018.

Net-flows are defined as the difference between 

loan disbursements and principal repayments. In 

2018, net flows were positive, similar to previous 

years, indicating disbursements of Le1.1 trillion 

compared to principal repayments of Le308.53 

billion, resulting in a positive of Le769.38 billion. Net 

flows decreased by 28.6 percent compared to 2017. 

Net flows have remained huge between 2011 and 

2018, indicating significant disbursement from 

creditors to finance development projects and 

programmes in Sierra Leone.  Table 5 shows the 

trend in net flows and transfers from 2011 to 2018.

3.4 Net Flows and Transfers
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Table 5
Net Flows and Transfers of External Debt (in billions of Leones) 2011 to 2018

Table 6
New Loans Signed in 2018

Net transfers, defined as the residual after deducting interest payments from net flows has also remained 

positive since 2011.  Net transfers in 2018 decreased to Le674.58 billion from Le1.01 trillion in 2016.

The table below shows the new loans signed in 2018 which amounted to a total of 4. The cumulative nominal 

value of loans signed in 2018 amounted to US$94.07 million of which a cumulative total of US$34.5 million was 

signed between July and December 2018. All loans signed in 2018 were highly concessional. Table 6 below 

shows the details.

3.5 New Loans Contracted and External Borrowing Limit
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SECTION 4: DOMESTIC DEBT

4.1. Stock of Domestic Debt in 2018

Total domestic debt stock comprising of marketable 

and non-marketable  secur i t ies  reached                          

Le5.66 trillion end 2018. The marketable securities 

include treasury bills and treasury bonds whilst, the 

non-marketable securities comprised instruments 

such as Ways and Means, Domestic Suppliers 

Arrears and Bridge Loan facility, and non-

marketable treasury bonds. Both the Ways and 

Table 7
Composition of Domestic Debt 2018 (in Le' million)

When the stock end of 2018 (Le5.66 trillion) was 

compared to the end of 2017 position  (Le4.56 

trillion), there was an increase of Le1.11 trillion, 

equivalent to a growth of 24.33 percent. 

Marketable securities increased by 9.87 percent, 

mainly on account of the increased uptake on the 

364-day treasury bills, which rose by 10.77 percent, 

from a position of Le3.73 trillion in 2017 to Le4.14 

trillion in 2018. The stock in the non-marketable 

securities increased by 120.58 percent due to the 

significant increases in both the 2-Year and the 5-

year treasury bond issued in 2018. 

4.2 Holdings of Government Securities

Holders of treasury securities in Sierra Leone are 

mainly classified into Banks and Non-Bank Public. 

The bank public consists of the commercial banks 

and the central bank, whilst the non-bank public 

includes NASSIT, Discount Houses, Other Financial 

Institutions and the General Public. As at end 

December 2018, holdings of Commercial Banks 

were 55.34 percent, whilst Holdings of Bank of 

Sierra Leone and Non-Bank Public Holdings were 

25.09 percent and 19.57 percent respectively. 

(Figure.3).  
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Figure 3
Holdings of Treasury Securities End December 2017 and 2018

The holdings by the Commercial Banks and the Bank of Sierra Leone decreased from 61.15 percent and 27.55 

percent in 2017 to 55.34 and 25.09 percent in 2018 respectively. However, Non-Bank Public increased from 

11.31 percent in 2017 to 19.57 percent in 2018 on account of bonds issued to refinance verified domestic 

contractors arrears. The decrease in the Commercial Banks and Bank of Sierra Leone Holdings were due to 

Government stance on reducing domestic borrowing following the political transition in Q2, 2018. Table 14 

below provides details.
Table 8

Holdings of Treasury Securities End 2017 and 2018

Source:- PDMD/MoF
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4.2.1  Marketable and Non-Marketable Securities by Holders as at End December 2018

The share of marketable and non-marketable securities as at end December 2018 were in the ratio of 73.51 

percent and 25.16 percent respectively, whilst, others, including Ways and Means Advances and Suppliers 

Arrears amounted to 1.33 percent. The Pie Chart 6 and Figure 4 below shows the details.

Chart 6
Marketable and Non- Marketable Instruments

Source:- PDMD/MoF

Figure 4
Percentage of Marketable and Non-Marketable End 2018

4.3 Demand and Supply of Marketable 
Securities in 2018
During the period January-December 2018, total 

treasury securities which matured, offered and 

demanded amounted to Le3.79 trillion, Le4.11 

trillion and Le5.04 trillion respectively. When 

aggregate demand was compared to aggregate 

offered amount during the period January-

December 2018, there was an aggregate over-

subscription of Le309.55 billion. The total amount 

of Treasury Bills that was supplied during the period 

amounted to Le4.17 trillion. 
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Table 16 represents a monthly summary of Treasury Bills that matured, offered, demanded and supplied 

during 2018.
Table 9

Monthly Demand and Supply of Treasury Bills Securities in 2018 (Le'million)

4.4. Domestic Debt Interest Payments in 2018

Total interest paid on Government's domestic 

treasury instruments, including Treasury bills, 

Treasury bonds and other domestic facilities in 

FY2018 amounted to Le811.50 billion. When total 

interest payment made in FY 2018 was compared to 

interest payment made in FY 2017 of Le535.28 

billion, there was an increase of Le276.22billion, 

equivalent to a 51.60 percentage rise. The rise in the 

interest payments was mainly due to the gradual 

increase in the stock of domestic debt over the years 

coupled with the high interest rate environment. 

Interest payments in the 364-day treasury bills 

increased by 60.91 percent whilst interest 

payments in the 91 and 182-day treasury securities 

decreased by 52.54 percent and 64.83 percent 

respectively when compared to their FY2017. Table 

17below provides the details.
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Table 10
Total Domestic Debt Interest Payments by Tenor (Le' millions)

 

Domestic Securities borrowing is classified as 

marketable and non- marketable. Total interest paid 

on marketable treasury bills amounted to Le726.15 

billion whilst interest paid on the non- marketable 

instruments amounted to Le85.35 billion. Interest 

payments on marketable securities increased from 

Le463.37billion in FY2017 to Le726.15 billion in FY 

2018 by 56.71 percent,. Also, the interest paid on 

non-marketable securities increased slightly by 

18.70 percent, from Le71.90 billion in FY2017 to 

Le85.35 billion. The increase in interest payments 

4.4.1. Interest Payments by market Segment

on marketable securities was due mainly to the rise 

in the issuance of treasury bills whilst the increase 

interest payments on the non-marketable was due 

to  increased  issuance of  treasury bonds, 

particularly  2 and 5 year  bonds  in lieu of the 

settlement of verified domestic contractors arrears. 

The interest payments on medium term treasury 

bonds increased from Le59.09billion in FY2017 to 

Le77.13 billion in FY 2018, by 30.52 percent. Table 

18 gives the breakdown.

18
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Table 11
Domestic Debt Interest payments by market Segmentation (Le' millions)

4.4.2. Interest Rates Movements on Domestic Debt Fy2018

Interest rates yields in the marketable securities remained high in 2018 similar to 2017. The average rates 

across all the three (3) tenors in FY 2018 recorded 8.00, 8.67 and 22.91 percent compared to 9.97, 13.14 and 

23.96 percent respectively in 2017, indicating a drop in the rates across all three tenors by 197, 447, and 105 

basis points on the 91,182, and 364 day T-bills respectively. Table 19 gives the details.

Table 12
Average Monthly Interest Rates in FY2018

The highest yield in the 91, 182 and 364-day securities were 8.37, 10.34 and 23.29 percent respectively in 2018. 

However, the average rates in all three tenures in Fy2018 were lower than their relative FY2017 interest rates. 

The table 19 gives the trend movement in yield/ interest rates on marketable securities FY2018.
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Figure 5
Trends in monthly Interest Rates Movements inFY2018

Source: - PDMD/MoF
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5.0 Risk Analysis

5.1 Market Risks

Government is always keen to optimize the tradeoff 

between costs and risks associated with public debt 

portfolio. The primary objective of debt 

management is to minimize costs consistent with 

prudent degree of risks. Sierra Leone's public debt 

portfolio is exposed to several forms of risk to 

include market, rollover, liquidity, solvency, credit 

and operational risks. The key challenge is to 

develop strategies to minimise such risks on the 

public debt portfolio.

Both external and domestic sources of financing 

expose the public debt portfolio to a number of risks 

and vulnerabilities. Market volatility, mainly in the 

form of adverse exchange rate movement and 

interest rate movements, is always a concern for 

debt managers. Adverse exchange rate movements 

SECTION 5: RISK ANALYSIS AND CONTINGENT LIABILITY

and dwindling external reserve base can weaken 

Government's capacity to service its foreign 

obligations while interest rate volatility concerns is 

more prevalent in the domestic debt front.

Exchange rate risks are defined as the changes in 

debt servicing obligations due to the variability in 

exchange rates and the currency composition of the 

debt portfolio. The public debt portfolio constituted 

70.2 percent and 29.8 percent of the share of 

foreign currency and domestic debt end of 2018 

compared to a share of respectively 71.8 percent 

and 28.2 percent end of 2017 respectively. 2018, 

similar to 2017, registered marginal increase in the 

share of domestic currency debt relative to foreign 

currency debt due to further accumulation of 

domestic debt in respect of bonds issued to 

refinance verified domestic contractors arrears.

5.2 Exchange Rate Risk

Chart 7
Currency composition of public and external debt portfolio
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USD denominated debt accounted for the largest 

share of 53.7 percent of the stock of external debt 

end of 2018, a decrease by 1.5 percentage points 

from 55.2 percent end of 2017. The Euro 

denominated debt increased to 22.9 percent by end 

of 2018 by 1.6 percentage point from 2017. The 

British Pounds, which emanate mainly from the 

decomposition of the Special Drawing Right and 

Japanese Yen (JPK) declined by 10 basis points, 

each, while the share of Chinese Yuan (CNY) debt 

declined by 50 basis points. The Saudi Riyals (SAR) 

and Kuwaiti Dinar (KWD) increased by 20 and 50 

basis points respectively while the share of debt in 

Abu Dhabi Dinar also increased marginally by 10 

basis points. Figure 6 shows external debt by 

currency share end of 2017 and 2018.

Figure 6
Currency Share of External Debt end of 2017 and 2018

The stock of external debt increased by Le2.98 

trillion between 2017 and 2018, indicating a growth 

rate of 18.6 percent between the two periods.  

However, it grew by only 4.41 percent in USD terms. 

Of this increase, about Le1.1 trillion was as a result 

of depreciation of the Leone against the major loan 

currencies, including the US Dollar in 2018 

compared to a shock of Le591.54 billion in 2017. The 

year to year end exchange rates of the USD to 

Leones depreciated by 11.4 percent in 2018 

compared to 4.48 percent in 2017, indicating a 

significant increase exchange rate risks in the 

external debt portfolio. Table 20 the exchange rate 

impact on the external debt stock in 2018.  
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Table 13
Exchange Rate Impact on External Debt Stock in 2018 (in Million Leone)

5.3 Interest Rate Risk

The main indicators used to measure interest rate 

risk are: (i) the ratio of fixed rate debt to total debt, 

(ii) the portion of debt that is to be re-fixed in 1 year, 

and (iii) the average time to re-fixing (ATR). Interest 

rate risk is associated mainly with the domestic debt 

portfolio where most of the securities are of tenors 

of 1 year or less. Although all of the domestic debt 

stock was contracted on fixed interest rate basis, 

79.4 percent are in the short term which exposes 

the portfolio to interest rate risk on maturity. All 

external debts are contracted on a fixed interest rate 

terms and the average weighted interest rate on 

external debt remains at 0.8 percent in 2018 similar 

to 2017. 

The public debt portfolio consists entirely of fixed 

rate debt. Debt to be re-fixed within 1 year moved 

slightly down to 34 percent in 2018 from 35 percent 

in 2017. This analysis included external commercial 

debt stock, which are all in arrears but have been 

categorized as due for repayment within one year. 

Due to the short-term nature of domestic debt, 79.4 

percent are to be re-fixed within one year, 

compared to 86.8 percent in 2017. The heavy 

reliance on the issuance of short-term treasury 

securities to finance the budget indicate some 

mismatch and underscores the need to lengthen the 

maturity profile of domestic debt. On the contrary, 

only 3.2 percent of external debt, excluding the 

stock of commercial debt, is to be re-fixed within 1 

year or 15.2 percent if commercial debt stock is 

included.  

23
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The average time to re-fixing (ATR), which indicates 

the weighted average time for all the principal 

payments in the portfolio to be exposed to a new 

interest rate, is 9.5 years for the external debt 

portfolio (9.8 years in 2017) and 0.5 years for the 

domestic debt portfolio leading to an average time 

to re-fixing for the entire portfolio of 7.0 years (7.4 

years in 2017). The slight deterioration in the ATR 

could be explained by the shortening of the 

repayment profile of the portfolio due to issuance of 

additional short-term treasury securities and the 

inflow of IMF debt which have the shortest maturity 

structure in the external debt portfolio. Table 

21shows interest rate risks of the public debt 

portfolio.

Table 14
Risk Indicators

Table 15
Other Risk Indicators
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5.4 Rollover /Refinancing Risk

The debt portfolio is seriously exposed to significant 

rollover risk in 2018, emanating mainly from the 

domestic debt portfolio. While the maturity profile 

extends up to a period of 40 years for external debt, 

the longest tenor of marketable domestic debt 

instrument is 1 year, while  the longest tenor of non-

marketable instrument is the 10 year bond issued by 

the Government to recapitalise the Central Bank - 

will mature in 2024. All non-marketable instrument 

are held by the Bank of Sierra Leone except the two 

year bond issued to NASSIT and other holders from 

the private sector. Figuire 7 shows the maturity 

profile of the public debt portfolio. 

Figure 7
Maturity Profile of the Public Debt Portfolio

Rollover risk is the average time to maturity (ATM), 

which shows the weighted average time for all the 

principals in the debt portfolio to mature. The ATM 

for domestic and external debt were 1.0 and 9.5 

years respectively. The ATM for the overall public 

debt was 7.5 years, a slight deterioration from 7.9 

years in 2017.

Liquidity risk relates to the capacity of Government 

to hold sufficient liquid asset to prudently meet its 

debt service obligations on due dates. As indicated 

5.5 Liquidity Risk

above, there are enough foreign exchange reserves 

to meet all current external debt service payments. 

Liquidity can also be observed through indicators 

such as debt service to domestic budget revenue 

and debt service to exports. The total debt service 

to domestic budget revenue further increased to 

27.4 percent in 2018 from 25.1 percent in 2017, 

indicating decreased Government's capacity to 

service debt obligations. External debt service to 

export also increased to 7.6 percent in 2018 from 

6.2 percent in 2017.   See Table 5.3b.
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6.0 Introduction

6.1 Preparation of Annual Public Debt 
Management Bulletin

This section deals with major activities undertaken 

by the Public Debt Management Division in 2018. It 

underscores reforms in debt management within 

the context of the overall public financial 

management reform landscape in Sierra Leone.

As part of the requirement for assessing debt 

management performance of developing countries, 

the Public Debt Management Division has been 

publishing annual bulletin since 2005. The 

publication of the Public Debt Management Bulletin 

is aimed at providing an account of Government's 

annual debt management operations with respect 

to the country's debt stock, its debt service 

payments, composition and structure of the foreign 

and domestic debts; risks in the existing debt 

portfolio and developments in the domestic debt 

market. This supports transparency and 

accountability in public financial management and 

enhances public awareness on Government's 

operations, specifically on debt issues. The bulletin 

is usually disseminated to key stakeholders, 

including but not limited to policymakers, 

development partners, researchers and the general 

public.

To sustain the gains already made in disseminating 

comprehensive statistics on Sierra Leone's public 

debt, the Public Debt Management Division put 

together the 2018 bulletin for publication. The 

compilation of the bulletin involved analysis and 

presentation of debt data consistent with 

established standards. The end year 2018 annual 

bulletin would contain comprehensive debt 

statistics and developments in public debt 

management in general for the fiscal year 2018. 

SECTION 6:  ACTIVITIES OF PDMD IN 2018

6.2. Debt Sustainability Analysis (DSA) and 
Medium-Term Debt Strategy (MTDS)

The Debt Sustainability Analysis (DSA) is a yearly 

exercise conducted by the Government of Sierra 

Leone to assess, amongst other things, the risk of 

debt distress within the medium to long term 

macroeconomic and financial management regime

The 2018 Debt Sustainability Analysis (DSA) was the 

sixth in a series of DSAs conducted almost entirely 

by the in-country DSA team formulated since 2010. 

However, while progress has been made in this 

direction relative to other countries in sub-Sahara 

Africa, we recognize the valuable role of the West 

African Institute for Financial and Economic 

Management, which provided technical supervision 

during DSA. The DSA country team included officers 

from the Ministry of Finance (MoF), Ministry of 

Planning and Economic Development (MoPED), the 

Bank of Sierra Leone; Statistics Sierra Leone; 

Nat ional  Revenue Authority;  Economics  

Department of the University of Sierra Leone and a 

representative from the civil society organizations 

(CSO). The Public Debt Management Division 

spearheaded the DSA with the financial support of 

the Government of Sierra Leone. 

The Debt Sustainability Analysis (DSA) is a yearly 

exercise conducted by Government to assess, 

amongst other things, the country's medium- and 

long-term capacity to meet its ensuing debt services 

payments without unduly seeking large 

adjustments to maintaining macroeconomic 

stability. Therefore, the 2018 DSA exercise, 
th st

undertaken from 27  to 31  August 2018 was critical 

in determining, in particular, the medium-term 

borrowing limit (2019-2021) for Sierra Leone. The 

outcome has informed available cumulative 

borrowing space by the Government above which 

6.3 2018 Debt Sustainability Analysis Exercise
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could trigger debt sustainability challenges. 
Furthermore, the DSA policy objectives include the 
following: -

i. assess Sierra Leone's external and public 

debt sustainability against new thresholds 

as a medium policy performer under the 

new Composite Indicator (CI) rating;

ii. determine potential risks exposure of Sierra 

Leone's external and public debt under 

various shocks scenarios;

iii. assess new financing landscape with a view 

of advising on borrowing decisions that will 

ensure financing needs and future 

repayment  obl igat ions  are  with in  

acceptable boundaries;

iv. Provide recommendations for policy 

decisions that would ensure long-term debt 

sustainability

The 2018 DSA examined two scenarios: (i) the 

baseline, and (ii) the revenue enhancing scenario – 

optimistic scenario. Additionally, the team also 

imposed on the Optimistic Scenario borrowing to 

finance some huge infrastructure projects. The 

baseline Scenario assumes existing macroeconomic 

policies and generally expected policies and 

measures to have been reached under an on-going 

programme with the IMF to guide overall economic 

policy management. The DSA is assessed against a 

projection path of 20 years from 2018 to 2038 but 

the results analysis is limited to 10 years from 2018 

to 2028, with 2017 being the base line, according to 

the new LIC DSF Framework template. 

The baseline results of 2018 DSA exercise shows 

that Sierra Leone's external debt is faced with a risk 

of high rate of debt distress as a consequence of the 

deteriorating macroeconomic conditions, mainly 

triggered by the twin shocks of the Ebola Epidemic 

and the collapse in iron ore prices, followed by the 

continued closure of the Tonkolili Iron Ore Mine. In 

effect, given the projected macroeconomic path, 

anchored on existing and near-term reform 

measures, Sierra Leone's external debt is 

unsustainable in the Medium to Long-term. The 

Debt Service to Revenue ratio is breaching its 

threshold of 8 percent by 2024 and remains 

unsustainable after 2024. While this indicator is in 

breach of its threshold, the remaining three 

indicators of PV of Debt to GDP, PV of Debt to Export 

and Debt Service to export are within their 

respective thresholds of 40%, 200% and 15% 

respectively throughout the projection period of 

2018 to 2028. 

The results under the revenue enhancing 

(Optimistic) scenario, by targeting domestic 

revenue to GDP of 20% by 2023, indicates that Sierra 

Leone is faced with a moderate risks of debt 

distress. All of the four ratios are below their 

respective thresholds throughout the projection 

period of 2018 to 2028 despite breaches in the 

stress tests. The implication is that with improved 

domestic revenue mobilisation efforts and sound 

fiscal policy management, Sierra Leone's external 

debt will be sustainable in the medium to long-term. 

When new external borrowing to finance huge 

infrastructure projects is imposed on the optimistic 

scenario, the results show a delayed breach in the 

baseline from 2027 and beyond; indicating the 

challenges that lie ahead in accommodating huge 

infrastructure projects. 

The results for the Public Debt Sustainability (both 

domestic and external debt) indicate that the ratio 

of PV of Debt to GDP is below its threshold of 55% 

under both the baseline and optimistic scenarios, 

but the breach of the debt service to revenue ratio 

under the external debt baseline has triggered an 

overall public debt Sustainability rating of high rate 

of debt distress.

However, the continued fragility of Sierra Leone's 
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debt indicators to export and revenue shocks 

highlight the urgent need to diversify and broaden 

the export base over the medium to long term 

period as well as facilitate domestic revenue 

mobilization. The DSA indicates that there is room 

for some concessional borrowing—to meet the 

c o u n t r y ' s  i n f r a s t r u c t u r e  i n v e s t m e n t  

needs—without unduly increasing Sierra Leone's 

risk of debt distress. Nevertheless, there is need for 

careful action, prioritization and sequencing of the 

implementation of investment projects by the 

g o v e r n m e n t  a s  w e l l  a s  s t r e n g t h e n i n g  

implementation capacity. 

The key measures arrived at during the DSA are 

therefore for Government to: -

·continue to prioritise the mobilisation of grant 

resources  over loans;

·seek to widen its donor base to include non- 

traditional creditors particularly to guarantee 

required funding for infrastructure projects;

·pursue diversification of its export base to avoid 

over-reliance on mineral earnings given their 

vulnerabilities. 

·step up revenue mobilization as current 

collection efforts are far below regional average. 

Increased revenue mobilization is critical to 

cushion the risk of debt distress in the medium 

to long-term;

·Re-engage the World Bank to support the 

services of legal and financial advisors that 

would facilitate the programme for securing 

debt relief from external commercial creditors. 

·Rationalise both recurrent and development 

expenditure to ensure value for money and 

guarantee productive returns to build-

Government's liquidity and solvency capacity to 

meet debt service payments in the medium to 

long-term. 
·Careful consideration of accessing the 

International Capital Market to source 

concessional loans. Prior to this, there should be 

sovereign credit rating of Sierra Leone to 

identify gaps and weaknesses which could 

increase sovereign risks or cost of borrowing. 

Thereafter,  appropriate measures would be 

taken to close the gaps.

·The outcome of the DSA noted that the link 

translating export into Government revenue is 

weak and deserves serious policy consideration 

by Government.

The Government of Sierra Leone in the second half 

of 2018 requested the World Bank and the 

International Monetary Fund to provide technical 

support that would guide Government in the 

preparation of a Medium-Term Debt Strategy 

(MTDS). Following the request, a joint technical 

support mission was fielded comprising the World 

Bank, IMF and the West African Institute for 

Financial and Economic Management (WAIFEM) 
th thfrom the 5  to 14  December 2018 with the 

objective of building the analytical capacity of the 

National MTDS and Debt Sustainability Analysis 

(DSA) Team in developing MTDS and producing the 

analytical report.  

During the course of the mission, a workshop was 

held in which an MTDS was developed for Sierra 

Leone by the national MTDS and DSA Team. The 

National DSA and MTDS team comprised of officials 

from the Ministry of Finance (MoF), Ministry of 

Planning and Economic Development (MoPED), the 

Bank of Sierra Leone, Statistics Sierra Leone, 

National Revenue Authority, and the Accountant 

Generals  Department.  The Publ ic  Debt  

Management Division of the Ministry of Finance 

coordinated the exercise and provided technical 

6.4 2018 Medium Term Debt Strategy Exercise 
(MTDS)
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lead on the domestic front. 
Following the political transition in the first half of 

2018, Government was faced with a huge stock of 

public debt amounting to Le16 trillion (US$2.1 

billion), representing about 58 percent of GDP by 

end of 2017. Of the total, external and domestic 

debt accounted for a share of 71 and 29 percent 

respectively. Public debt service payments 

accounted for about 25 percent of domestic 

revenue in 2017. The bulk of the stock of domestic 

debt was in the short-term posing serious rollover 

and refinancing risks. The situation was exacerbated 

by the huge stock of unverified domestic suppliers 

and contractors' arrears estimated at US$1.3 billion 

(Le10.7 trillion) by end of March 2018. Sierra Leone 

was already faced with a high risk of debt distress as 

the national DSA conducted in August 2018 was to 

reveal. 

The above challenges, coupled with the fact that the 

previous Medium-Term Debt Strategy covering 

2013 to 2017 had lapsed, prompted the need to 

develop a new MTDS to guide Government 

borrowing decision in the short to medium term. 

The design of a new MTDS was also crucial to reign 

on the heightened risks posed by debt build-up and 

its characteristics, and also to guide Government's 

financing decisions that would support the 

implementation of the new Medium-Term National 

Development Plan (MTNDP), Education for 

Development, without compromising fiscal and 

debt sustainability.  

The joint mission team built the analytical capacity 

of the national MTDS/DSA team to quantify the 

costs and risks of alternative debt management 

strategies and guided the MTDS team in drafting an 

MTDS analytical report. The exercise led to the 

design of the new MTDS which was rigorously and 

analytically based, applying the joint-World 

Bank/IMF MTDS analytical tool for Low Income 

Countries (LICs). 

Four (4) Scenarios were simulated and anchored on 

the Medium-Term Macroeconomic Framework 

agreed under the on-going Extended Credit Facility 

(ECF) Programme for Sierra Leone which was 

approved by the IMF Executive Board in November 

2018. The strategies examined are the following:

(i) Strategy 1 (S1) assumes the status-quo 

remains by pursuing financing options 

based on existing policies and current 

practices, i.e issuance of short-term T-

bills and roll-over of non-marketable 

securities as they mature. External 

f inancing is  sourced on highly 

concessional terms and as in pipeline; 

(ii) Strategy 2(S2) targets roll-over of 60% of 

the stock of non-marketable securities 

upon maturity while the remaining 40% 

is refinanced by the issuance of 2- year 

marketable bonds. External financing is 

assumed as in strategy one; 

(iii) Strategy 3 (S3) assumes holding 

domestic financing as in strategy 1 while 

introducing limited amount of non-

concessional (commercial) external 

financing; and

(iv) Strategy 4 (S4) targets lengthening the 

maturity profile of treasury securities by 

gradually introducing 2 to 5-year 

marketable T-bonds, while holding 

external financing constant as per 

Strategy 1 and 2.

The analysis revealed that by pursuing Strategy 1 – 

making use of the short end of the market to meet 

Government financing needs – there would be 

exposure to heighted rollover and re-financing risks 

coupled with increased debt servicing costs in a high 

domestic interest rates environment. While 

Strategy 2 attempts to retire 40% of the stock of 

non-marketable securities (non-marketable 

29



securities compromises price discovery and delays 

domestic debt market development) commencing 

2019 with the issuance of 2-year bond, the 

absorptive capacity of the market to accommodate 

additional marketable securities, given the shallow 

market base, was called into question.  

Strategy 3 allows for the introduction of non-

concessional external financing complementing the 

efforts of Government in financing priority 

development programmes. Non-concessional 

external financing instruments would increase 

foreign currency risks and the cost of external debt 

servicing which has been relatively lower compared 

to domestic debt service. The Present Value (PV) of 

Debt as a percentage of GDP would marginally 

increase relative to the other 3 strategies. 

Strategy 4 supports market development and 

lengthening of the tenor of domestic debt 

instruments. The analysis shows a marked 

reduction in rollover and refinancing risks relative to 

the other three strategies. Debt maturing within 

one 1 year would be 14.5 percent of GDP by 2022 

compared to 19.6 percent in the other 3 strategies. 

Average Time to Maturity (ATM) of the domestic 

debt portfolio is projected at 1.1 years by 2022 

under Strategy 4, compared to 0.6 years in the other 

strategies. This indicates that on average, the stock 

of domestic debt will mature in every 7 to 8 months, 

posing rollover and refinancing risks under 

Strategies 1,2 and 3, while in Strategy S4, it would 

take slightly over a year for the stock of domestic 

debt to mature, with reduced rollover and 

refinancing risks compared to Strategies 1,2 and 3. 

However, interest payment to GDP would 

marginally be higher under Strategy 4 compared to 

the other 3 Strategies as Government should be 

ready to accommodate increased interest costs 

(rates) for initially introducing medium term debt 

instruments, but such costs would decrease in the 

medium to long-term as the market develops. 

Based on costs and risk trade-offs, and the objective 

of developing the domestic debt market by the 

gradual introduction of 2 to 5 years T-bonds, 

Strategy 4 is therefore recommended for 

implementation by the Government of Sierra 

Leone. 

To allow an effective implementation of the 

recommended Strategy (S4), Government should 

ensure prudent fiscal policy management and 

strengthened coordination with monetary policy. 

Government should continue to build the capacity 

of the Public Debt Management Division 

particularly in middle office operations. The 

capacity of the national MTDS and DSA team should 

be further strengthened to allow the conduct of 

MTDS with minimal or no external assistance to 

show domestic ownership.  The medium-term risk 

targets informed by the MTDS are indicated below:
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6.5 Capacity Building Activities of PDMD Staff

In 2018, staff of Public Debt Management Division (PDMD) benefited from regional training programmes 

conducted by various institutions such as West African Institute for Financial and Economic Management 

(WAIFEM), African Institute for Economic Development and Planning (IDEP) and IMF/Africa Training Institute 

(ATI). In addition, senior staff members of the Division assisted in diverse ways in training staff of other 

countries in the sub region and also shared with them Sierra Leone's experience in debt management. Most of 

these training programmes were sponsored or facilitated by development partners like International 

Monetary Fund (IMF) and World Bank. Table 6.5 shows the training and facilitation programmes attended by 

staff of PDMD.

Table14
The medium-term risk targets informed by the MTDS

Source:    MTDS Analytical Tool
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Table 15
Building and Facilitation Activities Undertaken by PDMD in 2018

32

Source: PDMD /MoF

Conduct of Debt Sustainability Analysis and Medium Term Debt Strategy
for The Gambia

Regional Training on Fiscal Sustainability Ebene, Mauritius

Regional Training on Medium Term Debt Strategy Accra, Ghana

Regional Training on Macroeconomic Modelling for Development Planners
Dakarr, Senegal

Regional Workshop on the Revised Debt Sustainability Framework for LICs
Abuja, Nigerial

Regional Training Public Sector Debt Statistics: Guide for Compilers and Users
Banjul, Gambia

Regional Workshop on Managing Contigent Liability and Fiscal Risks
Banjul, The Gambia

Regional Training on Investment Analysis, Capital Market Operation and
Regulation Accra, Ghana

Africa’s Rising Debt Conference England, United Kingdom
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