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Inflation Still High, 
Debt Trajectories Diverge
The second quarter was relatively quiet in terms of rating actions, with only 
three frontier markets (FMs) experiencing rating changes compared to eight 
in 1Q23. Negative rating actions dominated, with two in the Middle East & 
Africa (MEA) due to weaker economic growth prospects and rising financing 
concerns, and one in the Americas, where El Salvador was downgraded to ‘RD’ 
before being upgraded to ‘CCC+’. This contrasts to a largely benign 1Q23, in 
which positive rating changes outweighed negative ones by 5:3, mostly due to 
fiscal outperformance in FM Europe and Central America & the Caribbean. 

El Salvador’s pension-related debt exchange in May was deemed a 
Distressed Debt Exchange (DDE), as it involved an adverse change in terms 
given the extension of maturities and the addition of a grace period. The 
subsequent upgrade of El Salvador’s LT FC IDR to a higher rating (‘CCC+’) 
than prior to the exchange (‘CC’) reflects improved fiscal and external 
liquidity positions after sizeable global bond amortizations and debt buybacks 
at a discount earlier this year, as well as a significant consolidation effort, 
which reduced its fiscal deficit to 2.5% of GDP in 2022, from 5.5% in 2021 
and 10.1% in 2020. 

The actions taken on El Salvador follow three positive rating actions in 
Central America & the Caribbean earlier this year. The region’s positive rating 
momentum reflects better-than-expected economic, fiscal, and external 
performance during the twin shocks of the pandemic and the war in Ukraine. 
Another bright star has been FM Europe, which currently boasts the largest 
number of sovereigns on Positive Outlook (three out of four), as these 
continue to benefit from still high energy prices (Azerbaijan) and flows of 
funds and people triggered by the war in Ukraine (Georgia and Armenia). 

On the other hand, rating changes in MEA were all negative in 1H23. 
Weaker economic growth prospects, higher expected inflation and an 
increase in government debt/GDP as a result of the sharp depreciation of 
the kwanza led to Angola’s Outlook revision to Stable from Positive in June. 
Tunisia’s downgrade to ‘CCC-’, also in June, reflects uncertainty around its 
ability to mobilise sufficient funding to meet its large financing requirements. 
Ghana’s LT FC IDR was downgraded in February to ‘RD’. Its LT LC IDR has 
been in and out of default since then. In EM Asia, the only LT FC IDR change 
in 1H23 was Pakistan’s downgrade in February. The rating was upgraded in 
July after Pakistan reached a deal with the IMF. 

COMMON FRAMEWORK GOT SLOW START IN RESOLVING 
RECORD DEFAULTS
While two thirds of FMs are on Stable or Positive Outlook, they are generally 
in a weaker position than they were a few years ago. Half of all Fitch-rated 
FMs are currently rated ‘B-’ or less (no Outlooks are assigned below ‘B-’), and 
defaults have reached record levels, with five sovereigns rated ‘RD’: Zambia, 
Ghana, Sri Lanka, Belarus, and Lebanon (the latter two are not in JP Morgan’s 
NEXGEM index).
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Fiscal Outperformance Drives Positive Rating Actions
After a tough 2022, rating actions were skewed to the positive in 1Q23, with six frontier markets (FMs) experiencing either upgrades or positive Outlook revisions, and only three FMs recording downgrades; there were no negative Outlook revisions during the first three months of the year. However, many FMs are likely to continue to face external challenges this year, including a still historically strong US dollar (USD), high yields, and difficult market access. Positive rating actions were concentrated in the Americas and FM Europe, triggered by both, fiscal outperformance and improved external liquidity, with the former region benefitting from its limited exposure to Europe and conservative policy settings, and the latter seeing positive spillovers from the exodus of labour and capital from Russia due to the war in Ukraine. Downgrades were mostly driven by deteriorating external positions, with one in each, the Americas (Bolivia), sub-Saharan Africa (Ghana) and Asia (Pakistan). The positive Outlook revisions of Jamaica, Armenia and Georgia expanded the total number of Positive Outlooks to seven by the end of March, versus only three Negative Outlooks at end-1Q23 (Bolivia, Rwanda, and the Maldives). However, eight FMs are still rated below ‘B-’, where no Outlooks are assigned. Despite having the smallest number of countries (four) included in JP Morgan’s NEXGEM index, FM Europe accounted for three of the seven Positive Outlooks in 1Q23.

MIXED TRENDS IN EXTERNAL LIQUIDITYFX reserves have rebounded in some countries over recent months, partly due to a weaker USD, which raised the USD value of reserves denominated in other currencies and reduced the need for central banks to intervene in currency markets. The recovery in FX reserves was also helped by weaker global energy prices, which have eased external pressures on oil-importing countries. However, other FMs saw their FX reserves deplete even further, in some cases reaching dangerously-low levels.
In FM Asia, external buffers strengthened for most FMs in 4Q22. The Maldives’ reserves soared 66%, benefitting from a sharp recovery in tourism and a USD200mn bilateral currency swap with India. Nonetheless, the reserve buffers are still small, the swap will need to be repaid, and it is unclear whether the improvement can be sustained. The potential upside to the Maldives’ real GDP growth from China’s reopening is limited by the tourism sector’s already strong recovery and capacity constraints, but stronger Chinese demand could improve the country’s pricing power.
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Key Sovereign Rating Actions
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Risks Still Tilted to the Downside After Large Wave of DowngradesFrontier markets (FMs) experienced another record year of negative rating 

actions in 2022, with 19 downgrades across 10 different sovereigns. This 

compares to 26 downgrades across 11 FMs during the height of the pandemic 

in 2020. High inflation, exacerbated by the war in Ukraine, has led to a sharp 

rise in interest rates and a strong US dollar, hindering FMs’ access to global 

capital markets or effectively shunning them, and resulting in a strong erosion 

in FX reserves for many. While high inflation benefited government revenues 

and nominal GDP growth, the positive effect on fiscal balances and public debt 

ratios will fade as spending pressures from high interest rates and indexation 

mount and growth slows. 
A total of 8 FMs entered 2022 with a Negative Outlook. After recording the 

second-largest wave of downgrades in recent history, the year ended with 

only two FMs on Negative Outlook (Rwanda, Maldives). At the same time, the 

number of FMs on Positive Outlook increased from 1 to 5 (Angola, Gabon, 

Azerbaijan, Guatemala, Vietnam). While this might suggest that the adverse 

credit environment has been ‘priced-in’ to ratings, the number of FMs rated 

below ‘B-’, where no Outlook is assigned, has risen from 6 to 91, reflecting 

a sizeable increase in the number of sovereigns most vulnerable to further 

downgrades or outright default. This, combined with a tough macroeconomic 

backdrop, high debt burdens and constrained financing flexibility, means that 

risks continue to be tilted to the downside. MEA AND FM ASIA LEAD 2022 DOWNGRADES, EUROPEAN 
FMs RESILIENT AMID UKRAINE WARFour FMs experienced multiple downgrades throughout the year: Ghana (5x), 

Belarus (3x), Sri Lanka (3x, including the downgrade of its LC IDR in 4Q22) 

and El Salvador (2x). Most of the downgrades took place in the Middle East 

& Africa (MEA), where six FMs ended the year with a lower rating, the largest 

percentage (42.8%) of all regions. This was followed by two FMs (out of 5) in 

Asia, and one in each the Americas and Europe. The number of negative rating 

actions accelerated during 2H22, with 7 downgrades (Ghana 2x, Ethiopia, 

Kenya, Nigeria, Sri Lanka, and Pakistan) and one Outlook revision to Negative 

(Maldives) taking place in 4Q22 alone. By contrast, there were only 3 upgrades 

in all of 2022 (Angola, Mozambique, and Tunisia). Despite the war in Ukraine, European FM ratings (except for Belarus’) were 

remarkably stable, ending the year with no Negative Outlooks and one Positive 

Outlook (energy-producer Azerbaijan). However, CIS sovereigns’ resilience 

may be tested in 2023, as flows of people, funds and businesses from Russia, 

Ukraine, and Belarus, which mostly benefited Georgia and Armenia (estimated 

to be the two fastest-growing of all Fitch-rated sovereigns in 2022), may have 

been one-off in nature and could be partially reversed.
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Key Sovereign Rating ActionsGhana’s LTFC IDR Downgraded to ‘C’
Tunisia Upgraded to ‘CCC+’; off UCO

Nigeria Downgraded to ‘B-’; Outlook Stable
Azerbaijan’s Outlook Revised to Positive; Affirmed at ‘BB+’Pakistan Downgraded to ‘CCC+’Barbados Assigned ‘B’ IDR; Outlook Stable

The Maldives’ Outlook Revised to Negative; Affirmed at ‘B-’

Webinars/Podcasts/VideosFitch on Tunisia: Key Trends Affecting the Sovereign, Banks and NBFIs in 2023 EMs Closer than DMs to Restoring Pre-Pandemic Fiscal Positions Supranationals: Understanding Callable Capital and the Future Role of Multilateral Development Banks
A Shift to Clean Energy Will Tighten Metals Markets 
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Rating Actions Balanced in 3Q22 
Despite Mounting Challenges

Slowing growth, rising inflation, and tightening financial conditions worldwide, 

combined with a strong US dollar and pressures on social stability and public 

finances from higher energy and food prices, add up to a tough environment for 

frontier markets (FMs). A likely recession in Europe and the US, a subdued economic 

recovery in China, and persistent geopolitical spillovers could impact export demand 

and cause renewed setbacks to tourism, weakening external balances.

RATING ACTIONS REFLECT DIVERGENT PATHS FOR 

COMMODITY IMPORTERS AND EXPORTERS
Despite mounting challenges, rating actions were balanced during 3Q22, with 

three FMs – Ghana, El Salvador, and Pakistan – experiencing negative rating 

actions, and an equal number of FMs – Gabon, Mozambique, and Angola – 

recording positive actions. El Salvador and Pakistan are both net commodity 

importers, while Gabon and Angola are net commodity exporters, exemplifying the 

diverging paths exhibited by these two groups. While many commodity importers 

are struggling with deteriorating external liquidity positions and increasing fiscal 

financing needs, many commodity exporters are running current account and 

budget surpluses and benefiting from a strong rise in the US dollar-value of GDP, 

which lowers government debt/GDP and makes debt service more affordable.

Angola and Gabon’s improved fiscal trajectories due to higher oil revenue and 

continued expenditure restraint have led to their Outlook revisions to Positive. 

Angola shifted to a fiscal surplus in 2021 and Gabon will do so in 2022. Both 

will record current account surpluses in 2022 and debt/GDP will remain on a 

downward path, with Angola’s falling sharply to an expected 56.5% in 2022, 

from 79.7% in 2021 and 123.8% in 2020. Mozambique’s upgrade to ‘CCC+’ was 

prompted by its IMF agreement, which will ease financing constraints after years 

of restricted access to external funding sources. 
On the other hand, Ghana’s downgrade to ‘CC’ reflects the increased probability 

that it will pursue a debt restructuring, even with a likely IMF deal, due to climbing 

interest costs on domestic debt and structurally low revenue/GDP. Pakistan’s 

Outlook revision to Negative was triggered by a significant deterioration in its 

external liquidity position and financing conditions since early 2022. While we 

assume IMF board approval of Pakistan’s new staff-level agreement with the IMF, 

there are considerable risks to its implementation given its tough economic and 

political climate. El Salvador’s downgrade to ‘CC’ also reflects a tight external 

liquidity position, as well as constrained market access amid high fiscal financing 

needs and a large USD800 million external bond maturity in January 2023. Its 

recently announced voluntary cash buyback of part of its external bonds below 

par will further weaken its liquidity position.
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Key Sovereign Rating ActionsGhana Downgraded to ‘CC’El Salvador Downgraded to ‘CC’; Removed from UCOGabon’s Outlook Revised to Positive; Rating Affirmed at ‘B-’Mozambique Upgraded to ‘CCC+’; Removed From UCOPakistan’s Outlook Revised to Negative; Rating Affirmed at ‘B-’Angola’s Outlook Revised to Positive; Rating Affirmed at ‘B-’

Webinars/Podcasts/VideosFitch on NigeriaGlobal Sovereign Conference 2022 - APAC
Pakistan’s Financing Challenges – 
Prospects for Orderly AdjustmentNigeria Sovereign and Banks - Mid-Year Outlook: Policy Settings Limit Upside Potential From Higher Oil Prices 
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1  Belarus, which was downgraded for the second time this year on 7 July, has been removed from JP Morgan’s 

NEXGEM index and will therefore no longer be part of our FM universe going forward.

Frontier Markets Weakened by High Inflation, Monetary Tightening

Frontier markets are still recovering from the fallout of the pandemic, with the food 

and oil price shock from the war in Ukraine, tightening global financial conditions, and 

slowing growth in developed markets (DMs) leading to additional stresses. Six frontier 

markets (FMs) have been downgraded so far this year, two more than all of 2021. As 

a result, during 1H22, the number of Negative Outlooks declined to 3 from 8, with 

three FMs migrating from ‘B-’ to ‘CCC’, where no Outlooks are assigned, raising the 

number of countries rated below ‘B-’ to 9, nearly a third of the 31 Fitch-rated FMs.

Most of the downgrades in 1H22 took place in the Middle East & Africa (MEA), 

with Namibia’s in 2Q22 following Tunisia and Ghana’s in 1Q22. The rest were 

evenly spread across regions, with one FM being downgraded in each, Emerging 

Europe (Belarus 1), Asia-Pacific (Sri Lanka) and the Americas (El Salvador). This 

compares to only 3 positive actions in 1H22: Angola’s upgrade in January, and the 

positive Outlook changes of Guatemala (from Stable to Positive) and Costa Rica 

(from Negative to Stable) in April and March, respectively.EUROPEAN AND SSA FRONTIER MARKETS MOST AFFECTED 

BY WAR IN UKRAINEThe FMs most vulnerable to the adverse spillover effects from the war are those 

with the largest exposure to the pressure points of the shock or which already have 

limited buffers to absorb unfavourable developments. This is the case of European 

FMs, which have close economic ties with Russia, followed by sub-Saharan Africa 

(SSA) sovereigns, which face the shock with already weakened credit profiles. 

In FM Europe, direct trade links, combined with tourism and remittance flows from 

Russia, are key transmission channels for Belarus, Armenia, Aze rbaijan, Georgia, and 

Uzbekistan. However, large external buffers (Azerbaijan), higher commodity prices 

(Azerbaijan and Uzbekistan) or multilateral support (Georgia and Armenia) ease 

external financing risks. We have shaved our 2022 growth forecasts for all CIS+ 

economies, with Armenia’s 4.4pp cut to 1.3% being the steepest after Belarus’. The 

growth effect will be the conflict’s main transmission channel for both Armenia and 

Georgia, and fiscal deficits will remain above 5% for both countries this year. Average 

inflation is now projected to exceed 8.5% in 2022 in all CIS+ countries, driven by 

higher commodity prices. Price controls on key products have been introduced or 

extended in several countries, which will have fiscal costs. Azerbaijan, who exports 

gas to Europe, is the only CIS+ country for whom fiscal and external balances have 

improved due to the war, with Fitch forecasting a general government surplus of close 

to 10% of GDP and a current account surplus of almost 24% this year. SSA sovereigns’ low ratings indicate their weak starting point as debt burdens 

have grown sharply over the last decade. Weaker DM export demand plus 

higher financing costs could make debt dynamics more challenging, and in some 

cases add to existing financial distress. The inflationary shock from the war and 

heightened risk aversion is adding to pressures on domestic rates and government 

borrowing costs and compounding the external financing challenges from rate 

hikes in Europe and the US. Most SSA central banks that had not raised rates before 

have started doing so during 1H22.
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Key Sovereign Rating ActionsNamibia Downgraded to ‘BB-’; Outlook StableSri Lanka Downgraded to ‘RD’Mongolia Affirmed at ‘B’; Outlook StableAzerbaijan Affirmed at ‘BB+’; Outlook StableGuatemala’s Outlook Revised to Positive; Ratings Affirmed at ‘BB-’
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1.  The number of FMs with no Outlook at end-2022 excludes Belarus (RD), which was eliminated from JP Morgan’s NEXGEM index in the course of the year. 

The number of downgrades throughout 2022 still includes it. 
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The steady rise in debt over the last decade, combined 
with a series of shocks from the pandemic, war in Ukraine, 
global inflation, and subsequent monetary tightening, has 
weakened many FMs, and those with thinner buffers have 
struggled to cope. Interest-to-revenue ratios have been 
rising due to growing government debt, and the trend has 
been compounded by recent hikes in global interest rates. 

Defaults have also been taking longer to resolve than in 
the past, with the median duration of Fitch-rated sovereign 
defaults being 107 days since 2020, compared with 35 days 
for all defaults since 2000. The Common Framework (CF), 
intended to facilitate creditor coordination, has not been as 
effective as was hoped in resolving crises quickly over the past 
two years. A key reason appeared to be weak coordination 
among Chinese stakeholders, and China’s demands that 
multilateral debt is included in debt restructuring and that 
there are no haircuts, just maturity reprofiling. However, China 
is no longer pushing for multilateral debt to be included and 
Zambia’s recent deal with government creditors indicates 
that some of China’s former reservations may have been 
addressed. Zambia’s debt deal, the first reached under the CF, 
gives hope that FM sovereign restructurings could be resolved 
more quickly going forward. 

HIGH INFLATION STILL A CONCERN 
FOR MANY FMs
Inflation has started to show signs of abating but is still high 
for most FMs. The CPI Inflation rate jumped last year due to 
higher food and energy prices, disruptions to supply chains 
and, in some cases, exchange-rate depreciation. In Armenia 
and Georgia, large migrant inflows from the Ukraine war 
caused exchange rate appreciation but also stoked domestic 
demand, which has been reflected in high rental inflation. 

In FM Europe, headline inflation has declined this year 
owing to the impact of policy rate increases, strong base 
effects (notably for lower commodity prices) and exchange 
rate appreciation in Armenia and Georgia (inflation is now 
in low single digits in both). However, core inflation remains 
high across the region. Monetary policy effectiveness is 
relatively weak in FM Europe, due to high dollarisation 
(Georgia, Armenia), low credit penetration and prevalence of 
preferential lending (notably in Uzbekistan), high sensitivity 
to exchange-rate fluctuations and underdeveloped policy 
frameworks (mainly in Azerbaijan). A prolonged period of high 
inflation could destabilise inflation expectations and negate 
some of the positive gains made in the region, such as robust 
growth and improved fiscal and external metrics, which led to 
Georgia, Armenia, and Azerbaijan’s Positive Outlooks. 

In MEA, inflation remains high and continues to increase in 
many cases. Fitch now forecasts Angola’s inflation to average 
14.7% in 2023 and increase to 17.1% in 2024, owing to the 
depreciation of the kwanza and the country’s reliance on 
imported food.

The government’s reduction of gasoline subsidies will 
also pressure inflation, although to a lesser extent, given 
the exemptions for taxi drivers, farmers, and fishermen. 
Nigeria’s already structurally high inflation rose to an 
average 21.9% in 1Q23, from 15.7% in 1Q22. High food 
price inflation of 24%, naira depreciation, particularly in the 
parallel market, and deficit monetisation add to pressures. 
Projected inflation averages of 19.7% in 2023 and 15.4% 
in 2024 are well above their respective ‘B’ medians of 6.4% 
and 4.9%. Despite aggressive policy rate hikes, tightening 
reserve requirements and the phaseout of credit support 
schemes, liquidity and credit growth remain strong. The new 
administration’s reform agenda, particularly fuel subsidy 
withdrawals and the transition to a unified exchange rate 
could also impact inflation. 

In the Americas, inflation pressures are easing, as proactive 
monetary tightening ahead of the Fed helped to tame 
inflation and stabilise exchange rates. Costa Rica had one 
of the strongest declines in inflation, with June inflation at 
-1.0% versus its August 2022 peak of 12.1%. As a result, 
Costa Rica, as well as other smaller countries such as the 
Dominican Republic (formerly a FM) have started to cut 
rates. A sharper-than-expected economic slowdown or 
faster disinflation could lead to more sizeable cuts. Higher 
inflation in some countries has had a positive initial fiscal 
impact by lifting government revenues, but could turn 
more negative in coming years as inflation-linked spending 
(wages, pensions) catches up. 

In FM Asia, headline inflation appears to have peaked in 
certain markets, including Mongolia, where we expect 
it to average 12% in 2023, versus 15% in 2022, before 
moderating to 9% in 2024, slightly above the BOM’s 4%-
8% target. Full normalisation of trade with China and lower 
global commodity prices should pull down inflation, although 
international sanctions on Russia are still leading to elevated 
import costs.

MIXED TRENDS IN GOVERNMENT DEBT/GDP 
In Central America & the Caribbean, government debt/
GDP is projected to decline in Costa Rica, El Salvador and 
Jamaica and remain stable at low levels in Guatemala, thanks 
to continued fiscal prudence. Similar trends are expected 
for some Asian FMs. In Mongolia, government debt edged 
down to 60% of GDP in 2022 on strong nominal growth and 
improved fiscal balances. We expect debt to continue on a 
downward path broadly in line with the ‘B’ median, reaching 
about 55% of GDP by 2024. However, the government 
has significant potential contingent liabilities, including 
unguaranteed SOE debt of over 15% of GDP. Vietnam’s 
general government debt/GDP is expected to stabilise at 
37% in 2023 and 2024, far below the ‘BB’ median. 

https://www.fitchratings.com/
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In FM Europe, government debt/GDP is also anticipated to 
either stabilise or decline. Azerbaijan and Armenia are expected 
to reduce their debt by more than 8% of GDP between 2019 
and 2025. Uzbekistan’s government debt, at 34.4% of GDP at 
end-2022, is well below the current ‘BB’ median of 55%, and 
we expect it to be around 36% to end-2025. While exchange 
rate risk is high, as about 95% of its government debt is FX-
denominated, this is mitigated by a large share of concessional 
debt, as well as long maturities. Similarly, we project Georgia’s 
public debt/GDP to stay at around 39% to end-2025.

On the other hand, general government debt/GDP is set to rise 
in many African countries, including Nigeria, Angola, Namibia, 
and Rwanda. Nigeria’s debt ratio is projected to increase to 
40.5% by end-2024 but will remain far below the ‘B’ median 
of 59%. Nigeria’s public debt has relatively long maturities and 
is mostly LC-denominated, but its interest/revenue ratio is 
among the highest of Fitch-rated sovereigns at 42%. Angola, 
Namibia, and Rwanda’s debt ratios are all projected to exceed 
70% in 2023 - well above their peer medians. Tunisia’s debt is 
anticipated to peak at 80.9% in 2023 and to decrease to 77.3% 
in 2024, provided the reform path is not derailed.

THE AMERICAS DOMINATE 1H23 
DEBT ISSUANCE
There were four debt issuances by Fitch-rated FMs during 
1H23, with three taking place in the Americas, where Costa 
Rica (‘BB-’/Stable) led the way in March, issuing a USD1.5 
billion bond at 6.55% maturing in 2034. In January, Mongolia 
(‘B’/Stable) issued a USD650 million 5-year bond, allowing 
the country to refinance its debt maturing in 2023 and 
2024 and becoming the first single-B rated sovereign in Asia 
Pacific to successfully enter the international capital markets 
in 2023. Guatemala (‘BB’/Stable) followed with a USD1 
billion note and Paraguay (‘BB+’/Stable) with a USD500 
million bond issuance, both in June. 

ZAMBIA’S DEBT DEAL REVISION CLAUSE 
COULD SET PRECEDENT 
Zambia’s agreement in June with the official creditor 
committee on terms to restructure USD6.3 billion in bilateral 
debt – the first under the Common Framework - paved the 
way for the next stage in its restructuring process. The deal 
extends debt maturities rather than involving any write-
downs and contains a unique revision clause that could set 
a precedent for future cases. The adjustment clause allows 
for higher interest rates and for the final maturity date to be 
brought forward if Zambia’s economy outperforms the IMF 
and World Bank’s assumptions.

IMF AGREEMENTS NOT ENOUGH TO EMERGE 
FROM DEFAULT
Zambia’s debt deal allowed the country to successfully 
complete the first review of its IMF Extended Credit Facility 
(ECF) agreement on 13 July, and to secure the immediate 
release of USD189 million in IMF funding as part of a 
38-month USD1.3 billion loan programme. However, a 
debt treatment with private creditors is still necessary for 
Zambia to emerge from its current state of default. If private 
creditors are able to include conditional adjustment clauses 
in their debt treatment similar to the ones agreed on with 
offical creditors, this could smooth the path to an agreement.

Pakistan reached an agreement with the IMF on a new 
nine-month Stand-by Arrangement (SBA), after the previous 
Extended Fund Facility (EFF) arrangement expired in late June 
without conclusion of the final review. The SBA was approved 
by the IMF board in mid-July, catalysing other funding and 
anchoring policies around parliamentary elections due by 
October. Nevertheless, programme implementation and 
external funding risks remain due to a volatile political climate 
and large external financing requirement. 

The IMF Executive Board also approved a USD3 billion 
disbursement for Sri Lanka under the new EFF arrangement 
in March to support the country’s economic policies and 
reforms. However, Sri Lanka’s LT FC IDR will not be moved 
out of ‘RD’ until the debt restructuring has been completed. 
On 5 July, Sri Lanka’s LT LC IDR was downgraded to ‘C’, 
after parliament approved the government’s domestic debt 
restructuring plan. The announcement outlines a domestic 
debt optimisation strategy that includes treatment of both 
domestic debt as well as domestically issued FC debt. 

On the other hand, the IMF board is anticipated to reach an 
agreement with Tunisia by year-end, but this is much later 
than our previous expectation, and risks remain elevated. 
The IMF board did not approve a new USD1.9 billion 
48-month EFF planned in December 2022, as prior actions 
were not met. This has led to uncertainty around Tunisia’s 
ability to meet its large financing needs.

https://www.fitchratings.com/
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Initial Reform Steps Positive for Nigeria’s Credit Profile
The withdrawal of Nigeria’s fuel subsidy and President 
Bola Tinubu’s pledge to move towards a unified exchange 
rate are positive developments for Nigeria’s credit profile. 
However, the reform agenda continues to face execution 
risks, and still lacks detail, including measures that might 
start to address other challenges to Nigeria’s credit profile, 
such as structurally very low non-oil budget revenue.

Peña Win Means Policy Continuity in Paraguay; 
Consolidation, Reforms in Focus
The victory of Santiago Peña from the ruling 
conservative Colorado Party in Paraguay’s presidential 
election will result in economic policy continuity. 
Fiscal consolidation that arrests a rising debt level 
would be important for avoiding any downward 
pressure on Paraguay’s ‘BB+’/Stable rating, and even 
more so for any potential ratings uplift, along with 
reforms that brighten economic prospects relative to 
peers and deepen local-currency funding markets. 

Sri Lanka’s Domestic Debt Plan a Significant 
Step for Resolving Bank Uncertainty
The proposal for treatment of domestic debt marks a 
significant step towards resolving uncertainties around 
the impact of the sovereign’s debt restructuring on 
the local banking sector. The proposal excludes banks’ 
holdings of Sri Lankan rupee-denominated treasury 
securities, which will alleviate some of the pressure 
on their already stressed capital positions from 
weakening loan quality and the rupee’s depreciation. 

Vietnam’s Banking Sector Liquidity Crunch Eases
Property-sector risks have made operating conditions 
more difficult for banks in Vietnam in the short term, but 
the liquidity crunch is easing, and the banking system is 
likely to avert a sharp slowdown due to the concerted 
response of policymakers and banks. Tighter monetary 
policies globally and a domestic crackdown on improper 
bond-market transactions related to property developers 
had set off a chill in local credit conditions since 2H22. 

Frontier Vision – 2Q23
FMs’ exports are slowing as global trade growth falls. Export growth has fallen in recent months in Jordan, Rwanda, 
Mongolia, Mozambique and Papua New Guinea and has recently turned negative in year-on-year (yoy) terms in Angola, 
Ethiopia, Ghana, Nigeria, Vietnam, El Salvador and Sri Lanka.

The decline in exports in the two biggest FM economies is particularly pronounced. In Nigeria, predominantly an oil exporter, 
nominal exports fell by 13% yoy in March, according to latest available data. In Vietnam, which has a large and diversified 
manufacturing export basket – ranging from mobile phones, electronic products, machine equipment to textiles and garments 
– nominal exports declined by 11% yoy in June and contracted on a yoy basis in each month since March 2023.

Headline CPI inflation rates continue to fall in: Armenia, Azerbaijan, Costa Rica, El Salvador, Georgia, Guatemala, 
Honduras, Iraq, Jamaica, Jordan, Maldives, Rwanda, Sri Lanka and Vietnam, among others.

GDP outturns for 1Q23 present a fairly gloomy picture by and large, with yoy GDP growth weakening relative to 4Q22 in 
Angola, Armenia, Azerbaijan, El Salvador, Georgia, Honduras, Nigeria, Uzbekistan and Vietnam, while in Sri Lanka GDP fell 
by 11.5% in 1Q23, the fifth consecutive yoy contraction. However, GDP in 2Q23 in Vietnam – the earliest FM to report 
quarterly GDP outturns – showed a slight recovery in growth at 4.1% yoy, up from 3.3% yoy in 1Q23.

Fitch’s quarterly ‘Frontier Vision’ chart pack tracks high-frequency macroeconomic data for the countries included in J.P. 
Morgan’s Next Generation Markets (NEXGEM) Index. The charts cover five years of historical data and the choice of data 
series has been harmonised as far as possible across all countries to facilitate comparisons. The index comprises countries 
representing sub-Saharan Africa, Latin America & the Caribbean, the Middle East & North Africa, Europe, Asia and Oceania.
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Regional Commentary

EUROPE
Sovereigns Dashboard: Debt/GDP to Resume 
Upward Trend in Emerging Europe

CEE and CIS+ Banking Presentations

Uzbek Bank Privatisations Will Depend 
on Business Model Changes 

Inflation in Caucasus, Central Asia to 
Remain Above Rating Peers

Strong Government Links Key for 
Most GREs in CIS and Ukraine MIDDLE EAST & AFRICA

Action Taken on Tunisian NBFIs’ National 
Ratings Following Sovereign Downgrade

Zambia’s Debt Deal Paves Way for 
Next Stage of Restructuring

Presentation: Nigeria: Sovereign Rating 
Drivers and Credit Developments

Namibia Affirmed at ‘BB-’; Outlook Stable

Jordan Affirmed at ‘BB-’; Outlook Stable

Nigeria Affirmed at ‘B-’; Outlook Stable

Rwanda Affirmed at ‘B+’; Outlook Negative

LATIN AMERICA & THE CARIBBEAN
Paraguay’s 2033 USD Bond Rated ‘BB+’

Central American Corporate Credit Indicators: 1Q23 
(Corporates Resilient Amid an Uncertain Environment)

El Salvador Sovereign Upgrade Leads to 
National Rating Scale Recalibration

Costa Rica

ASIA PACIFIC
Pakistan Upgraded to ‘CCC’

Sri Lanka’s Government Debt Plan 
Tempers Funding Risk for NBFIs

Sri Lanka’s LT LC IDR Downgraded to ‘C’

Vietnam Sovereign Presentation - June 2023

Vietnam’s PDP8 Roadmap for Energy Transition 
Sets Ambitious Medium-Term Targets

Vietnam Affirmed at ‘BB’; Outlook Positive

Mongolia Affirmed at ‘B’; Outlook Stable
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Country Current Ratings Last Rating Action Outlook Rating Action Type

Middle East & Africa

Angola B- 23-Jun-2023 Affirmation

Cote D-Ivoire BB- 24-Feb-2023 Affirmation

Ethiopia CCC- 20-Dec-2022 - Downgrade

Gabon B- 10-Feb-2023 Affirmation

Ghana RD 21-Feb-2023 - Downgrade

Iraq B- 21-Dec-2022 Affirmation

Jordan BB- 12-May-2023 Affirmation

Kenya B 14-Dec-2022 Downgrade

Mozambique CCC+ 17-Feb-2023 - Affirmation

Namibia BB- 02-Jun-2023 Affirmation

Nigeria B- 05-May-2023 Affirmation

Rwanda B+ 14-Apr-2023 Affirmation

Tunisia CCC- 09-Jun-2022 - Downgraded

Zambia RD 06-Dec-2022 - Affirmation

Latin America & The Caribbean

Bolivia B- 14-Mar-2023 Downgrade

Barbados B 20-Oct-2022 New Rating

Costa Rica BB- 11-Mar-2023 Upgrade

El Salvador CCC+ 05-May-2023 - Upgrade

Guatemala BB 16-Feb-2023 Upgrade

Jamaica B+ 07-Mar-2023 Affirmation

Paraguay BB+ 22-Nov-2022 Affirmation 

Asia

Maldives B- 13-Oct-2022 Affirmation

Mongolia B 15-May-2023 Affirmation

Pakistan CCC 10-Jul-2023 - Upgrade

Sri Lanka RD 05-Jul-2023 - Affirmation

Vietnam BB 31-May-2023 Affirmation

Europe

Armenia B+ 10-Feb-2023 Affirmation

Azerbaijan BB+ 31-Mar-2023 Affirmation

Georgia BB 27-Jan-2023 Affirmation

Uzbekistan BB- 03-Mar-2023 Affirmation

Legend
 (positive),  (stable), or  (negative)

Source: Fitch Ratings

https://www.fitchratings.com/


FRONTIER MARKETS QUARTERLY – 2Q23 | 7

ALL FITCH RATINGS (FITCH) CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS 
BY FOLLOWING THIS LINK: WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, THE FOLLOWING WWW.FITCHRATINGS.COM/RATING-
DEFINITIONS-DOCUMENT DETAILS FITCH’S RATING DEFINITIONS FOR EACH RATING SCALE AND RATING CATEGORIES, INCLUDING DEFINITIONS RELATING TO 
DEFAULT. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH’S CODE OF CONDUCT, CONFIDENTIALITY, 
CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF 
CONDUCT SECTION OF THIS SITE. DIRECTORS AND SHAREHOLDERS’ RELEVANT INTERESTS ARE AVAILABLE AT WWW.FITCHRATINGS.COM/SITE/REGULATORY. 
FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE OR ANCILLARY SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF PERMISSIBLE OR 
ANCILLARY SERVICE(S) FOR WHICH THE LEAD ANALYST IS BASED IN AN ESMA- OR FCA-REGISTERED FITCH RATINGS COMPANY (OR BRANCH OF SUCH A COMPANY) 
CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH RATINGS WEBSITE. In issuing and maintaining its ratings and in making other reports 
(including forecast information), Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts 
a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from 
independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch’s factual investigation and the scope of the third-
party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is 
offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of the issuer and its advisers, the availability 
of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports 
provided by third parties, the availability of independent and competent third- party verification sources with respect to the particular security or in the particular jurisdiction 
of the issuer, and a variety of other factors. Users of Fitch’s ratings and reports should understand that neither an enhanced factual investigation nor any third-party verification 
can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers are responsible 
for the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the 
work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings and forecasts of financial 
and other information are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified as facts. As a result, 
despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or forecast was issued 
or affirmed. The information in this report is provided “as is” without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any 
of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made 
by Fitch are based on established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective work product 
of Fitch and no individual, or group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, 
unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report 
were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither 
a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings 
may be changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation 
to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or 
taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees 
generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular 
issuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable 
currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with 
any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any 
particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available to electronic subscribers up to three days earlier 
than to print subscribers. For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) 
which authorizes it to provide credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail clients 
within the meaning of the Corporations Act 2001. Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating 
Organization (the “NRSRO”). While certain of the NRSRO’s credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on 
behalf of the NRSRO (see WWW.FITCHRATINGS.COM/SITE/REGULATORY), other credit rating subsidiaries are not listed on Form NRSRO (the “non-NRSROs”) and therefore 
credit ratings issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit ratings issued by 
or on behalf of the NRSRO. Copyright © 2023 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, 
(212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved. DC-11063

Disclaimer

FRANK LAURENTS
Global Strategist; EM, Sovereigns
T: +1 212-908-9127
frank.laurents@fitchratings.com

AYMERIC POIZOT, CFA, CAIA
Global Head of Investor Development – 
Country Head France, Belgium, Luxembourg
T: +33 1 44 29 92 76
aymeric.poizot@fitchratings.com

HELEN WONG
Head of APAC Investor Development
T: +852 2263 9934
helen.wong@fitchratings.com

Business Development Contacts

https://www.fitchratings.com/
mailto:frank.laurents%40fitchratings.com?subject=
mailto:aymeric.poizot%40fitchratings.com?subject=
mailto:helen.wong%40fitchratings.com?subject=

	Button 2018: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 

	Home Button 13: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 

	Button 2017: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 
	Page 6: 
	Page 7: 



