Rendered from Anang Tawiah's Blog

Ghana’'s Debt Restructuring Program: Current State,

Challenges, and Economic Outlook

An expert analysis of Ghana’s debt restructuring program, exploring key statistics,
fiscal challenges, and the impact on the economy. Projections and recommendations for

future stability included.
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Highlights

Examination of the key drivers and outcomes of Ghana’s ongoing debt
restructuring program.

Overview of the top 10 key statistics related to Ghana's debt restructuring efforts.

Projections and recommendations for future economic stability under the debt
restructuring framework.
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Content

The Current State of Ghana’s Debt Restructuring Program: A Comprehensive
Economic Analysis

Highlights:

Examination of the key drivers and outcomes of Ghana’s ongoing debt
restructuring program.

Overview of the top 10 key statistics related to Ghana’s debt restructuring efforts.

Projections and recommendations for future economic stability under the debt
restructuring framework.
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Research Methodology:

This analysis is based on official data from Ghana’s Ministry of Finance, the
International Monetary Fund (IMF), and the World Bank. It includes an assessment of
Ghana’s debt restructuring agreements, public debt-to-GDP ratios, and the fiscal
impacts of the program from 2020 to 2023. The research incorporates reports from
local financial institutions, policy papers, and peer-reviewed journal articles to ensure a

comprehensive view of the restructuring program and its implications on Ghana's
macroeconomic stability.
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Top 10 Key Statistics and Facts on Ghana’s Debt Restructuring Program:

1. Ghana’s total public debt reached $58.3 billion by the end of 2022, equivalent
to 90.7% of GDP.

2. In early 2023, Ghana launched its Domestic Debt Exchange Program (DDEP),
targeting $17 billion in domestic bonds to be restructured.

3. External debt accounted for $33.5 billion in 2022, highlighting the need for
significant foreign debt restructuring efforts.

4. The debt servicing cost in 2022 consumed nearly 47% of government
revenues, constraining public investment capacity.

5. The IMF approved a $3 billion bailout in 2022 to support Ghana’s debt
restructuring and macroeconomic stabilization.

6. Ghana’'s sovereign credit rating was downgraded to CCC by major rating
agencies in 2023, indicating high risk of default.

7. The debt-to-GDP ratio is expected to reduce to around 75% by 2026,
assuming successful debt restructuring and fiscal discipline.

8. As part of the restructuring, Ghana is seeking $10.5 billion in debt
forgiveness from international creditors.

9. Domestic bondholders in the DDEP were asked to exchange their bonds for
longer maturities and reduced interest rates, with up to 50% haircut on returns.

10. The external debt restructuring negotiations involve the Paris Club, China,
and private bondholders, with talks still ongoing as of 2023.
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Body of Article/Critical Analysis:

Ghana’s debt restructuring program has become a crucial element in addressing the
country's fiscal crisis and ensuring long-term economic stability. The debt restructuring
process began in earnest in 2022, following a rapid rise in public debt levels,
exacerbated by high inflation, currency depreciation, and fiscal mismanagement. At its
peak, Ghana’s debt-to-GDP ratio surpassed 90%, raising concerns about the country’s
ability to meet its debt obligations without external intervention.

The domestic component of the debt restructuring program, the Domestic Debt
Exchange Program (DDEP), has been one of the most ambitious efforts in Ghana'’s fiscal
history. Launched in early 2023, the program aims to restructure about $17 billion of
domestic bonds. Under the DDEP, bondholders were asked to accept new bonds with
longer maturities and reduced interest rates, in an effort to lower the government’s
annual debt servicing costs. Despite initial resistance from bondholders, the
go:c/erlnment emphasized that the exchange was essential to preventing a full-scale
efault.

The external component of the debt restructuring program focuses on Ghana's
obligations to international creditors. Ghana’s external debt, which stood at $33.5
billion in 2022, requires significant restructuring to bring the debt-to-GDP ratio down to
sustainable levels. Negotiations with the Paris Club of creditor nations, China (a major
bilateral lender), and private bondholders have been challenging. However, the success
of these negotiations is vital for Ghana to secure further debt relief and avoid a liquidity
crisis.

The IMF has played a central role in Ghana’s debt restructuring efforts. In 2022, the IMF
approved a $3 billion bailout package for Ghana, aimed at supporting fiscal
consolidation, debt restructuring, and economic recovery. The IMF’s involvement has
lent credibility to Ghana’'s debt restructuring plans, particularly in the eyes of
international investors and multilateral organizations. However, the IMF has also
attached stringent conditions to its support, including demands for fiscal austerity,
improved revenue mobilization, and governance reforms.

One of the major challenges facing Ghana’s debt restructuring program is its impact on
public services and social programs. The significant reduction in government spending
required to meet the fiscal targets set by the IMF and other creditors could result in cuts
to essential services, including healthcare, education, and infrastructure development.
Additionally, the longer-term impact of the debt restructuring on economic growth
remains uncertain. While the program aims to stabilize the country’s finances, the
short-term effects on investor confidence and economic activity could slow down
growth in the immediate future.
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Current Top 10 Factors Impacting Ghana’s Debt Restructuring Program:

1. High Public Debt: Ghana’s debt-to-GDP ratio of over 90% has necessitated a
comprehensive restructuring process.

2. Debt Servicing Costs: Nearly half of government revenues are consumed by
debt servicing, limiting fiscal flexibility.

3. IMF Program Conditionalities: The IMF’s involvement requires Ghana to meet
strict fiscal and governance reforms.

4. Currency Depreciation: The weakening cedi increases the cost of servicing
external debt, further complicating restructuring efforts.

5. Global Economic Conditions: Global inflation and interest rate hikes have
made debt restructuring negotiations more complex.

6. Domestic Resistance to DDEP: Bondholders have shown resistance to the
terms of the domestic debt exchange, particularly regarding reduced returns.

7. External Debt Negotiations: Ghana’s ability to reach favorable terms with
international creditors, especially China and private bondholders, remains a key factor.

8. Sovereign Credit Rating Downgrade: The downgrade to CCC has increased
the cost of borrowing and limited access to international capital markets.

9. Revenue Mobilization Challenges: Weak tax revenue collection has made it
difficult for Ghana to reduce its fiscal deficit.

10. Social and Political Pressures: Austerity measures and reduced public
spending have sparked protests and political instability, impacting the restructuring
process.
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Projections and Recommendations:

Ghana’s debt restructuring program is expected to gradually stabilize the country’s
fiscal position, with the debt-to-GDP ratio projected to decline to around 75% by 2026.
However, achieving this target will require sustained fiscal discipline, successful
negotiations with creditors, and adherence to the IMF’s conditionalities.

Key recommendations include:

1. Strengthening Revenue Mobilization: Ghana must improve its tax collection
dmefchanisms and broaden the tax base to increase revenues and reduce its fiscal

eficit.

2. Successful Negotiation of Debt Forgiveness: Ghana should prioritize
negotiations for partial debt forgiveness, particularly from international creditors such
as the Paris Club and China.

3. Enhancing Governance and Transparency: The government must address
concerns about fiscal mismanagement and corruption to restore investor confidence
and ensure the success of the restructuring program.

4. Protecting Social Spending: While austerity is necessary, the government
should protect essential social programs to prevent worsening poverty and inequality.
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Conclusions:

Ghana’s debt restructuring program is a critical step toward restoring fiscal
sustainability and long-term economic growth. While the program faces significant
challenges—both domestically and internationally—its success will depend on the
government’s ability to implement fiscal reforms, negotiate favorable terms with
creditors, and protect vulnerable populations from the worst effects of austerity. With
sustained efforts and strong international support, Ghana can emerge from its debt
crisis on a more stable economic footing.
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Notes:

Debt restructuring figures are subject to revision based on ongoing negotiations
and future economic developments.

Future economic projections are contingent on both global economic conditions
and the success of domestic policy reforms.
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