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Foreword

oday’s landscape of development finance is

marked by the growing debt vulnerabilities of
low- and middle-income countries. The post-2008
financial crisis era is characterized by a rapid rise
in lending to them, fueled by factors including
buoyant commodity prices, quantitative easing,
and low interest rates in high-income countries.
With increased access to international capital
markets, many low- and middle-income countries
shifted away from traditional sources of financing
and experienced a sharp rise in external debt, rais-
ing new concerns about sustainability.

Among the low- and middle-income coun-
tries, several IDA-only countries have been record-
ing the highest increases in external debt since
the 2008 crisis. By the end of 2018, IDA-only
countries had accumulated a total of $387 billion
external debt stock, more than double the level of
a decade earlier. External debt among Sub-Saharan
African countries grew faster than in other regions:
Over half of the countries in the region have seen
their external debt stocks double. The increase in
external debt stock over the same period is more
pronounced for some countries: 885 percent for
Ethiopia, 521 percent for Zambia, 437 percent for
Uganda, and 395 percent for Ghana.

Ghana’s sovereign Eurobond, issued in 2007,
marked the entry of African countries into the
international capital markets. Since then, 12 other
IDA-only countries have gained market access with
bond issuance and other private sources of financing.
The sovereign borrowers in Sub-Saharan Africa have
accumulated $116 billion in bonds, and 89 percent
of those bonds were issued by IDA-only countries.

Sustainable borrowing is an important tool
for economic growth and poverty eradication. It
boosts countries’ capacity for long-term financing
to invest in infrastructure, education, employment,
and health. However, the rapid rise in debt accu-
mulation and the shifts in debt composition pose
new challenges for managing it. For both borrow-
ers and creditors to safeguard debt sustainability,
and for governments to design effective macroeco-
nomic policies, debt transparency is critical.

Accurate and comprehensive information on
the levels of debt, as well as its composition, is
more necessary than ever.

This year’s International Debt Statistics (IDS)
presents the freshest data on trends in external
debt in low- and middle-income countries. IDS
now provides the clearest picture yet of govern-
ment borrowing and sources of lending by type of
creditor, with increased perspicuity on data avail-
ability and improved data comparability. For the
first time, IDS features detailed data on borrowing
by public corporations and guarantees provided
by governments, which sheds light on their contin-
gent liabilities.

IDS 2020 provides a select set of indicators,
with an expanded data set available online. The
World Bank is committed to continue working
with governments and partners to improve data
coverage, quality, and timeliness and to promote
greater debt transparency and sustainability.

David Malpass
President
The World Bank Group
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Executive Summary

Financial flows to low- and middle-income countries came under pressure in 2018 due to a combina-
tion of factors impacting the global economy, including rising U.S. interest rates and dollar appreciation,
trade tensions, and general concerns about a slowdown in growth. These pressures were exacerbated by
idiosyncratic country factors, including acute external financial vulnerabilities (for example, high external
debt combined with low foreign exchange reserves), worsening domestic economic and political risk, or
exposure to mounting trade tensions. Overall financial inflows to low- and middle-income countries (debt
and equity) fell 19 percent relative to the 2017 level. Central to this picture was China, which received
over 42 percent of the net financial flows to low- and middle-income countries in 2017-18, a reflection, in
part, of China’s efforts to open its domestic bond and stock markets, and of the Morgan Stanley Capital
Investment’s (MSCDI’s) decision to include Chinese stocks in its benchmark indexes. Net financial inflows
to China fell by a modest 4 percent in 2018, compared to a 29 percent decline to other low- and middle-
income countries. The volume of financial flows to China and the level of its external debt stock are not
large relative to the size of the domestic economy— Chinese debt as a share of GNI was 14 percent in
2018—but they are significant relative to other low- and middle-income countries, and they dominate the
aggregate trends. To assist in the interpretation of the data, this report looks beyond the headline num-
bers to outcomes and trends at the regional and country-specific level and for some sub-groups, including

those eligible for IDA resources.

Net financial (debt and equity) flows to

low- and middle-income countries totaled $1
trillion in 2018, but this was 19 percent below
the 2017 level

Driving the downturn was a 28 percent fall
in net debt inflows, to $529 billion, and a
49 percent reduction in portfolio equity inflows,
to $35 billion. FDI inflows of $469 billion did
not change much from 2017. The volume, and
direction, of net financial flows in 2018, both
debt and equity, were propelled by outcomes
in China. It accounted for 49 percent of the
combined net debt flows and 43 percent of the
combined net equity flows to low- and middle-
income countries in 2018. Net financial flows to
China fell 4 percent in 2018, with an 18 percent
decline in net debt flows largely offset by
higher equity inflows. This contrasted sharply
with other low- and middle-income countries

where the net financial flows were, on average,
29 percent lower than in 2017.

External debt stocks at the end of 2018
approached $8 trillion, but the overall pace of
accumulation was much slower than in 2017
On average, the external debt stock of low- and
middle-income countries rose 5.2 percent in 2018,
about half the rate of accumulation (10.4 percent)
in 2017. China’s external debt stock rose
15 percent, to $2 trillion—one quarter of the com-
bined end-2018 external debt stocks of low- and
middle-income countries. The average increase
in 2018 external debt stocks in low- and middle-
income countries other than China was 2 percent,
but in some countries the increase was much
larger. Conversely, for several of the largest bor-
rowers, including the Russian Federation, South
Africa, and Turkey, external debt stocks declined.
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With debt stocks on the incline, debt burdens
of low- and middle- income countries were
broadly in line with those of 2017

The ratio of external debt to GNI averaged
26 percent, while the debt to export ratio aver-
aged 101 percent— only moderately lower than
the prior year of 105 percent. About 45 percent of
those countries’ debt to export ratio record over
150 percent, with the Sub-Saharan Africa region
dominating.

Net debt inflows to low- and middle-income
countries fell 28 percent in 2018, to $529
billion, driven by downturns in both long-term
and short-term debt inflows.

Net long-term debt inflows fell to $304 billion
($409 billion in 2017) due to a sharp reduc-
tion in net inflows from bondholders. These fell
47 percent, to $157 billion. The 86 percent rise
in net inflows from multilateral creditors reflected
the International Monetary Fund’s (IMF’s) sup-
port for Argentina, which was the key factor in
the 86 percent rise in net inflows from multilat-
eral creditors in 2018. They rose to $61 billion,
of which half went to Argentina. Net inflows
from multilateral creditors to other low- and

middle-income countries were unchanged from
the 2017 level. Short-term debt flows to low- and
middle-income countries, other than China, con-
tracted 62 percent in 2018, to $37 billion ($97
billion in 2017).

Bond issuance by low- and middle-income
countries fell sharply 2018

On average, bondholders accounted for half of
net long-term debt inflows to low- and middle-
income countries in 2018, and for many countries,
including some the world’s poorest, they were the
primary source of external financing. Low- and
middle-income countries issued $302 billion in
international bonds in 2018. This was 26 percent
lower than in 2017, when issuance hit an all-time
high of $405 billion. Global economic uncertain-
ties, the tightening of capital markets, and for
some countries, credit rating downgrades, drove
the downturn. But 2018 was a banner year for
sovereign borrowers in Sub-Saharan Africa. New
issuance by countries in the region, excluding
South Africa, more than doubled, to a new high
of $17 billion, and were characterized by longer
maturities; all issues included a 30-year tranche,
and all of them were oversubscribed.




Aggregate Financial Flows to Low- and Middle-Income Countries

International financial flows to low- and middle-income countries in 2018, debt and equity combined,
totaled a little over $1 trillion. This was close to 20 percent lower than the comparable figure for 2017.
Measured relative to GNI, aggregate financial flows were equivalent to 3.4 percent, a marked decrease
from 2017 (4.4 percent), and well short of the 6.9 percent recorded in 2010.

Table O.1 Aggregate Net Financial Flows to Low- and Middle-income Countries, 2009-2018

US$ (billion)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Net financial flows, debt and equity 655.6 1,373.3 1,323.4 1,212.7 1,446.1 1,117.5 209.4 725.5 1,274.9 1,032.2
Percent of GNI (%) 4.0 6.9 5.7 4.9 5.5 4.1 0.8 2.8 4.4 3.4
Net Debt Inflows 170.8 719.8 715.2 580.0 804.6 525.3  -318.2 210.6 734.4 528.7
Long-term 137.9 290.5 406.1 459.2 439.8 383.1 162.3 247.4 408.6 303.8
Official creditors 81.5 74.8 35.6 31.7 28.3 46.2 47.9 62.4 56.4 78.5
World Bank (IBRD and IDA) 17.5 22.5 6.5 12.0 14.0 14.9 17.3 13.6 12.9 14.8
IMF 26.4 13.4 0.5 -8.4 -17.7 -7.2 4.8 5.0 3.6 30.9
Private creditors 56.4 215.6 370.4 427.5 411.5 337.0 114.5 184.9 352.2 225.4
Bonds 47.3 104.5 150.6 213.4 166.8 171.6 70.8 121.2 295.5 157.2
Banks and other private 9.1 111.2 219.8 214.1 244.6 165.4 43.7 63.7 56.7 68.1
Short-term 32.9 429.3 309.2 120.8 364.9 142.1  -480.5 -36.8 325.8 224.9
Net equity flows 484.8 653.5 608.1 632.7 641.4 592.3 527.6 514.9 540.4 503.5
Net FDI inflows 360.8 527.3 604.4 538.9 570.9 508.4 506.0 470.3 471.5 468.6
Net portfolio equity inflows 124.0 126.2 3.8 93.8 70.6 83.9 21.6 44.6 68.9 34.9
Change in reserves (- = increase) -622.8  -692.7 -454.8 -283.7 -519.1 96.9 607.6 2774  -313.3 93.3

Memorandum item
Workers remittances 270.9 299.8 337.9 364.2 384.4 412.9 426.1 415.4 446.7 481.5

Sources: World Bank Debtor Reporting System, International Monetary Fund, and Bank for International Settlements.

Uncertainties in global financial markets
deterred investment in low- and middle-income
countries. The decline in net financial flows
was the result of a 27 percent drop in net debt
inflows (gross disbursements minus principal
payments) and a sharp contraction in port-
folio equity flows. Net debt inflows fell to
$529 billion in 2018, from $734 billion in 2017,
and portfolio equity inflows fell 49 percent, to
$35 billion. FDI equity inflows, long consid-
ered the most stable and resilient component
of otherwise volatile financial flows, were
$469 billion, unchanged from their 2016 and
2017 levels.

The headline numbers mask an important
divergence in the volume and directional trend of

international financial flows in 2018. Foremost is
the dominance of international financial flows to
China, which absorbed almost 49 percent of the
combined net debt inflows, and 43 percent of the
combined net equity flows to low- and middle-
income countries in 2018.

Aggregate financial flows to China fell
4 percent in 2018, with an 18 percent reduc-
tion in net debt flows largely offset by a
corresponding 22 percent rise in net equity
flows (box O.1). This was in marked contrast to
aggregate net financial flows to low- and middle-
income countries, other than to China: These fell
29 percent in 2018, with debt inflows 35 percent,
and net equity inflows 21 percent, lower than the
comparable figures for 2017.

OVERVIEW
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Figure O.1 Debt and Equity Flows to Low- and
Middle-Income Countries, 2009-18
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Sources: World Bank Debtor Reporting System; International
Monetary Fund; and Bank for International Settlements.

Figure 0.2 Aggregate Net Financial Flows to Low-
and Middle-Income Countries, excluding China,

2009-18
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Sources: World Bank Debtor Reporting System; International
Monetary Fund; and Bank for International Settlements.

Box 0.1 China Debt Increases in Response to Further Capital Liberalization Reforms

Throughout the past decade, China has been
far and away the largest recipient of financial
flows, debt and equity, to the low- and middle-
income countries. Net financial inflows to
China from 2009 to the end of 2018 totaled
$3.8 trillion—37 percent of net financial flows
to all low- and middle-income countries. The net
financial flows to China were 54 percent debt
and 46 percent equity, primarily FDI. Two-thirds
of the $257 billion in debt inflows was short-
term debt. Regarding long-term debt, the largest
share, 63 percent, constituted public and publicly
guaranteed debt inflows. Nonguaranteed inflows
to Chinese private-sector entities accounted for
only 37 percent of long-term debt inflows, and
10 percent of overall debt inflows.

China’s external debt stock at the end of
2018 was $1.96 trillion, 15 percent higher than
the comparable debt stock at the end 2017
with short-term debt stock rising 18 percent,
twice as fast as long-term debt. Most of the
increase in debt stocks in 2018 is attributable
to local currency (renminbi) debt owed to non-
residents and directly linked to China’s measures
to increasingly liberalize the current and
capital account, to reform its foreign exchange
administration, and to liberalize its financial
market. The direct connection of the Shanghai

stock market to those in Hong Kong SAR,
China and Shenzhen is a prelude to connecting
to London in 2019 and the MSCD’s decision
to include Chinese stocks in its benchmark
indexes; these actions raised investor demand
for renminbi-denominated bonds and stocks,
currency and deposits, and trade credit. Portfolio
equity inflows increased 68 percent in 2018, and
of the $38 billion in bonds issued by the public
sector in 2018, 56 percent were purchased by
nonresidents in domestic currency.

Figure BO.1.1 Aggregate Net Financial Flows
to China, 2009-18
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Sources: World Bank Debtor Reporting System; International
Monetary Fund; and Bank for International Settlements.




External Debt Stocks in 2018

External debt stocks approached $8 trillion at
the end of 2018 but, on average, the pace of
accumulation was much slower than in 2017
The total external debt of low- and middle-income
countries rose 5.2 percent in 2018, to $7.8 trillion,
almost half the rate of accumulation (10.4 percent)
recorded in 2017. The increase in debt stocks was
the outcome of net debt inflows of $529 billion
and valuation changes in year-on-year exchange
rates in relation to the U.S. dollar (around half
the external debt of low- and middle-income
countries is denominated in currencies other than
the U.S. dollar). Short-term debt was the fastest
growing component of external debt stocks in
2018. It rose 12 percent, to $2.2 trillion, equiva-
lent to 28 percent of total external debt stock.
Long-term external debt stocks rose 3 percent, to
$5.7 trillion, at the end of 2018.

The increase in external debt stocks was dom-
inated by China, which accounted for one- quarter
of the combined end-2018 external debt stocks of
low- and middle-income countries. China’s exter-
nal debt stock rose 15 percent in 2018; short-term
debt increased by 18 percent, and long-term debt
by 9 percent. Outcomes in the remaining top ten
largest borrowers (based on the end-of-2018 debt
stocks) were significantly different. For this group
of countries, external stocks at the end 2018 were,
on average, unchanged from the end-of-2017
level, and in some cases were lower. Russia’s
external debt stock contracted 12 percent in 2018,
and South Africa and Turkey reported a moderate

Figure 0.3 External Debt Stocks of Low- and
Middle-Income Countries, 2009-18
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3,000

0 T T T T T T T T 1
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

—— Public and publicly guaranteed (including IMF)
Private nonguaranteed
—— Short-term debt

Source: World Bank Debtor Reporting System.

decline. The outlier was Argentina where external
debt stocks rose 19 percent in 2018, attributable
in large part to the IMF economic support pack-
age and increased short-term borrowing. For the
remaining low- and middle-income countries,
(excluding China and the other top ten borrowers)
external debt stock rose, on average, 4 percent in
2018, but for some countries it was much larger.

Outcomes at the regional and country levels
were divergent. Countries in the Middle East and
North Africa region recorded the fastest accumu-
lation in external debt stock, on average 6 percent,
propelled by Egypt, which posted a 17 percent
increase. At the opposite end of the spectrum,
countries in Europe and Central Asia reported a
5.5 percent reduction in external debt stocks from
the 2017 level.

Viewed from the perspective of maturity
structure and distribution by type of borrower:
28 percent of the combined end-2018 external
debt stocks of low- and middle-income coun-
tries were short-term; 38 percent were long-term
obligations of public and publicly guaranteed
borrowers; and 33 percent were nonguaranteed
long-term obligations of private entities. If China
is excluded, the picture changes significantly: the
share of short-term debt falls to 16 percent, and
the share of long-term debt owed by public and
publicly guaranteed borrowers rises to 46 percent.

The composition of China’s external
debt stock— 62 percent short-term debt, and
12 percent the long-term obligations of public sec-
tor borrowers at the end of 2018—is atypical for
low- and middle-income countries.

Figure 0.4 Top Ten Borrowers, Change in External
Debt Stock, 2017-18
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Figure 0.5 External Debt Stocks of Low- and

Middle-Income Countries, Regional Trends, 200918
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Figure 0.6 External Debt Stock of Low- and

Middle-Income Countries, excluding China,
Maturity Structure and Borrower Type, 2009-18
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Figure 0.7 External Debt Stocks of China, Maturity
Structure and Borrower Type, 2009-18
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External Debt Flows in 2018

Net debt inflows to low- and middle-income coun-
tries fell 28 percent in 2018, to $529 billion, driven
by downturns in both long-term and short-term
debt inflows. Short-term debt flows to low- and
middle-income countries, other than China, con-
tracted 62 percent in 2018, to $37 billion ($97
billion in 2017). China accounted for 84 percent of
the $225 billion in net short-term debt inflows to
all low- and middle-income countries in 2018. Net
long-term debt inflows fell to $304 billion in 2018
($409 billion in 2017). The primary factor was the
47 percent drop in net inflows from bondholders,
to $157 billion; this was partially offset by increased
inflows from commercial banks and other private
entities, which rose 20 percent, to $68 billion.

Net inflows from official creditors rose
39 percent, due to the 86 percent rise in net
inflows from multilateral creditors. They climbed
to $61 billion, but this was the outcome of IMF
financing for Argentina—an IMF $57 billion
bailout package agreed in 2018; it accounted for
half of net inflows to low- and middle-income
countries from all multilateral institutions in 2018.
Excluding this transaction, net inflows from mul-
tilateral creditors to other low- and middle-income
countries were unchanged from the 2017 level.

Net long-term debt inflows to public and pub-
licly guaranteed borrowers fell by one-third in 2018,
to $190 billion (from $285 billion). Net long-term
debt inflows to private non-guaranteed borrow-
ers also declined in 2018, falling by 8 percent, to
$113 billion ($124 billion in 2017). As a result,

Figure 0.8 Creditor Composition of Net Long-
Term External Debt Flows, 2009-18
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Table 0.2 Bond Issuance by Low- and Middle-Income Countries, 2017-18

US$ (billion)
Public issuers Corporate issuers All issuers

2017 2018 2017 2018 2017 2018
East Asia and Pacific 66.5 68.0 71.1 59.4 137.6 127.4
of which: China 33.3 38.1 61.1 50.4 94.4 88.5
Europe and Central Asia 41.9 30.9 20.5 11.4 62.4 42.3
Latin America and the Caribbean 87.1 69.2 34.3 21.3 121.3 90.5
Middle East and North Africa 15.7 12.7 0.3 0.3 16.0 13.0
South Asia 33.3 5.4 5.5 0.9 38.7 6.3
Sub-Saharan Africa 26.9 20.6 2.4 1.7 29.3 222
Low- and middle-Income countries 271.2 206.7 134.0 95.0 405.2 301.7

Source: World Bank Debtor Reporting System.

public and publicly guaranteed borrowers’ share of
net long-term debt inflows dropped to 63 percent,
down from 70 percent in 2017.

Bond issuance by low- and middle-income
countries fell sharply in 2018

Bond issuance by the 122 countries reporting to
the World Bank Debtor Reporting System (DRS)
totaled $302 billion in 2018, 26 percent below the
record high issuance in 2017 ($405 billion), but
still well above the comparable figure for 2016.
Tighter capital market conditions, global eco-
nomic uncertainties, and for some, credit-rating
downgrades, deterred both public-sector and
private-sector borrowers. New issuance by sover-
eign and other public-sector entities fell 24 percent
in 2018, to $207 billion, while new issuance by
private sector entities was down 29 percent from
its prior year level, to $95 billion.

China accounted for 30 percent of bond issu-
ance by low- and middle-income countries in
2018. Public and private sector entities in China
issued $89 billion in 2018, 6 percent lower than

Figure 0.9 Net Long-Term External Debt Flows,
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the comparable figure for 2017, and characterized
by offsetting trends. Bond issuance by public sector
entities in China rose to $38 billion, an increase of
14 percent from the prior year level, while issuance
by private- sector entities contracted by 18 percent
over the same period, to $50 billion. In contrast to
China, bond issuance by other top ten borrowers
was down 39 percent in 2018, to $141 billion, with a
notably sharp reduction by India, Russia, and South
Africa. Issuance by other low- and middle-income
countries fell a moderate 8 percent, to $72 billion.

For sovereign borrowers in Sub-Saharan
Africa, 2018 was a banner year for issuance
Sovereign bond issuance by Sub-Saharan countries
continued apace in 2018 to reach a new record
high of $17.4 billion (excluding South Africa)—
well over double the $9 billion issued in 2017.
Major oil exporters, Angola and Nigeria, led the
way, issuing $3.5 billion and $5.4 billion, respec-
tively. Cote d’Ivoire, Ghana, Kenya, and Senegal
each tapped the markets for around $2 billion.
Proceeds from these issuances were used for infra-

Figure 0.10 Bond Issuance by China and Other
Top Ten Borrowers, 2017-18
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structure financing, balance-of-payments support,
and refinancing of prior operations. All issues were
heavily oversubscribed, a reflection of investor
confidence in the region and attractive yields. The
2018 sovereign issues were characterized by longer
maturities, and all included a 30-year tranche.
Between 2009 and 2018, sovereign borrowers in
Sub-Saharan Africa active in international markets
(excluding South Africa) issued around $46 billion;
countries eligible for IDA resources accounted for
85 percent of those bond issues.

Borrowing Activities of IDA-Only
Countries

The combined external debt stock of countries
classified as IDA-only almost doubled levels of
2009
Net debt flows to IDA-only countries reached
$25 billion in 2018, 32 percent higher than the
previous year, bringing external debt levels to
$388 billion at end of the year. This marked a
6 percent increase from the comparable figure for
end-2017, and close to double the 2009 levels.
Over 90 percent of this debt was long-term. Net
long-term inflows of public and publicly guaran-
teed debt to IDA-only countries rose 17 percent
in 2018, to $25.2 billion. This increase was
mainly led by a rise in net disbursements, which
continued an upward trajectory in 2018 with
an 19 percent increase, reaching 37.4 billion.
Notably, this increase was not matched by an
increase in new external loan commitments by
public sector entities. New gross commitments
in all IDA-only countries totaled $45.8 billion, a
4 percent decrease from 2017. The slowdown in
new borrowing underscores investors’ concerns
about debt sustainability in IDA-only countries,
uncertainty in financial market, sluggish economic
growth, and low volumes of trade, because of the
trade wars that have slowed down the non-Paris
Club creditors into a lending stream to develop-
ing economies. This can serve as an indication for
expected lower debt obligations in the future.
Public sector entities in IDA-only countries
borrowed exclusively from multilateral creditors
in 2018, which accounted for 46 percent of their
total new commitments. IDA remained the largest
creditor in the region with a 26 percent share on

its own. A substantial decrease was noted in the
borrowing from non-Paris Club bilateral credi-
tors, amounting to 17 percent of the total share
of new borrowing (a continued decline from the
43 percent share held in 2010), while Paris Club
bilateral creditors have maintained the same share
of 12 percent in 2018 to financing developing
economies. Bonds pushed new commitments in
the IDA-only group to $6.5 billion, equivalent to a
14 percent share during the year.

Concerns that external debt in some IDA-only
countries may be at or approaching levels that pose
a high risk of debt distress had a minimal impact on
the new borrowing. In 2018, public sector borrow-
ers contracted $46 billion in new external gross loan
commitments, just 4 percent below the comparable
figure for 2017, and brought total gross loan com-
mitments for the past decade, 2009-18, to $381
billion—of which, bilateral creditors accounted for
44 percent, multilateral creditors for 40 percent, and
private creditors (bondholders, commercial banks
and other private creditors) 16 percent. For subsets
of IDA-only countries, borrowing patterns differ
sharply. In Sub-Saharan Africa, several countries
have regularly accessed international capital markets
in recent years, and/or borrowed from commercial
banks, raising their share of new external gross loan
commitments from 2009 to 2018, to 25 percent. The
outcome was an increase in private creditors’ share
of outstanding public long-term debt to 41 percent at
the end of 2018, compared to 17 percent at the end
of 2009.

Figure 0.11 Long-Term Commitments to IDA-Only

Countries, 2015-18
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In contrast, IDA-only countries in other regions
have continued to rely primarily on concessional
financing from official creditors, with 58 percent
of their new gross commitments coming from
multilateral creditors—an 18 percent increase from
2017. Bilateral creditors accounted for a 39 percent
share, with 21 percent being attributed to non-Paris
Club member countries, and 18 percent to Paris
Club ones. Bangladesh remained the largest IDA-
only borrower with an external debt stock of $52
billion in 2018, with 33 percent of its new gross
loan commitments coming from IDA.

Private creditors accounted for just 3 percent
of external gross loan commitments over the
same period. The divergent borrowing patterns
are reflected in debt indicators. The debt-to-GNI
ratio for IDA-only countries combined averaged
32 percent at the end of 2018; for countries in
Sub-Saharan Africa, it averaged 30 percent, and for
those located elsewhere, it averaged 20 percent.

Debt Indicators, 2009-18

Debt indicators confirm that debt burdens
have contributed to economic vulnerabilities
On average, the external debt burden of low-
and middle-income countries remains moder-
ate. The ratio of external debt to GNI averaged
26 percent at the end of 2018, unchanged from
the prior year average, and the ratio of external
debt-to-export earnings improved slightly, falling
to an average of 101 percent, from 105 percent

Figure 0.12 External Debt-to-GNI Ratio, Low- and
Middle-Income Country Distribution, 2009 and
2018
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in 2017. The low level of China’s external debt,
relative to GNI, 14 percent, and to exports,
68 percent, at end-2018 weighs heavily on these
averages. The ratio of external debt to GNI in
other low- and middle-income countries, exclud-
ing China, averaged almost 35 percent at the end
of 2018, and the external debt-to-exports ratio
was 120 percent.

Country-specific indicators vary widely, and
for many low- and middle-income countries,
they are on a deteriorating trajectory, giving
credence to concerns about unsustainable debt
burdens and the heightened risk of debt crises
in some countries. The percentage of low- and
middle-income countries with a debt-to-GNI ratio
below 30 percent fell from 42 percent in 2009 to
25 percent at the end of 2018. Thirty percent of
low- and middle-income countries had an external
debt-to-GNI ratio above 60 percent at the end of
2018, and in 9 percent of countries, the ratio sur-
passed 100 percent.

The debt-to-export ratio shows a parallel
trend. At the end of 2018, 45 percent of low- and
middle-income countries had an external debt-
to-export ratio of over 150 percent, compared to
25 percent in 2009, and in 25 countries, the ratio
exceeded 200 percent— double the number in
2009.

Outcomes for countries in Sub-Saharan Africa
are illustrative. About half of the countries in the
region have seen external debt stocks double, and
in some instances more than triple, since 2009.
At the end of 2018, the average debt-to-GNI and
debt-to-export ratios of countries in the region,

Figure 0.13 External Debt-to-Export Ratio, Low-

and Middle-Income Country Distribution, 2009 and

2018
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excluding South Africa, was 32 percent and
127 percent, respectively; the comparable ratios for
2009 were 24 percent and 87 percent, respectively.

Equity Flows in 2018

Equity flows have been a key element of finan-
cial flows to low- and middle-income countries
throughout the past decade, averaging $570 bil-
lion per annum and accounting for 49 percent of
aggregate flows (debt and equity combined). Most
equity inflows, 93 percent, comprised FDI.

EDI equity inflows in 2018 were unchanged
from 2017, but with wide divergence at the
regional and country level

FDI inflows to low- and middle-income countries
remained stable in 2018, totaling $469 billion, vir-
tually the same as in 2017. Inflows to China, the
world’s second largest FDI recipient, after the United
States, are worth noting: They rose 10 percent in
2018, to $154 billion. Excluding China, net FDI
inflows to other low- and middle-income countries
fell, on average 5 percent in 2018; but the major
factors of the downturn were FDI flows to Russia,
which dropped by almost $17 billion in response
to geopolitical concerns, sluggish GDP growth, and
divestments (sale of foreign affiliates to Russian
investors). When China and Russia are excluded,
FDI inflows to other low- and middle-income coun-
tries were $304 billion in 2018, about the same as
the prior year. At the regional and country-specific
level there was wide divergence.

Figure O0.14 Net Equity Flows to Low- and Middle-
Income Countries, 2009-18
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FDI inflows to China over the past decade
totaled $2 trillion, well over twice the combined
inflows to the next largest recipients, Brazil and
India, with inflows of $541 billion and $336 bil-
lion, respectively over the same period. There was
some lessening of the concentration in FDI inflows
to low- and middle-income countries in recent
years, with diversification to a wider pool of recip-
ients. In 2018 China accounted for one- third of
FDI inflows to low- and middle-income countries;
but its share of these flows has softened (in 2013
its share was 50 percent).

Countries in Sub-Saharan Africa recorded the
largest rise in FDI inflows in 2018, up 17 percent
from the prior year to $24 billion, but this was
attributable to the rebound of inflows to South
Africa to $1.3 billion, from an outflow of $0.3
billion in 2017, and a slowing of repatriation of
earnings in Angola with concomitant reduction
in outflows to $5.9 billion ($7.3 billion in 2017).
FDI inflows to other countries in the region were,
on average, marginally higher in 2018 but with
large divergence across countries. Heightened
risk perceptions reduced inflows to Nigeria by
43 percent, to $2 billion. Inflows to Ghana fell
8 percent, to $3 billion, but those to the oil and
gas sector remained strong. In Kenya inflows
rose from negligible levels to a record $1.6 billion
across diverse industries, in response to measures
to facilitate private investment and improve Doing
Business rankings. In Uganda, FDI inflows were
up 79 percent, to $1.3 billion, mostly in the oil
and gas sector. Inflows to Ethiopia, the largest FDI
recipient in East Africa, were resilient, despite an
18 percent fall to $3.3 billion.

Figure 0.15 FDI to China and Other Low- and
Middle-Income Countries, 2009-18
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FDI inflows to countries in the East and
Pacific region, other than China, rose 11 percent
in 2018, driven primarily by a 50 percent rise in
flows to Thailand, to $13.3 billion. These came
mostly from Asia investors, and they included
new ventures and reinvestment by multinational
corporations with a long-time presence in the
country. FDI inflows to countries in South Asia
increased 6 percent, to $45 billion. Inflows to
India rose 6 percent, to $39.4 billion, reflecting
new investment in the manufacturing and services
sectors and cross-border mergers and acquisitions,
including Walmart (United States) and India’s big-
gest e-commerce platform, FlipKart. Inflows to
Bangladesh climbed 40 percent, to $2.1 billion,
due to large-scale investment in power generation
and the $1.5 billion acquisition of United Dhaka
Tobacco by Japan Tobacco. Inflows to countries
in Europe and Central Asia, other than Russia
(at $37.3 billion), were unchanged from the 2017
level, but for individual countries the picture was
mixed. Inflows to Turkey were up 18 percent, to
$12 billion, and in Serbia they rose 88 percent,
to $3.1 billion, facilitated by the country’s stra-
tegic location, diverse economy, and skilled labor
force. In contrast, Azerbaijan and Kazakhstan saw
inflows halved, due to sharp contraction in invest-
ments into the oil and gas sectors.

Countries in Latin America and the Caribbean
record a 9 percent fall in FDI inflows in 2018, to
$118 billion, due mostly to downturns in inflows
to Brazil and Colombia. In Brazil, challenging

Figure 0.16 Regional Distribution of Foreign
Direct Investment, 2016-18
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economic conditions and a sharp reduction in
mergers and acquisitions, from record levels in
2017, reduced FDI inflows 13 percent, to $56 bil-
lion. Inflows to Colombia fell 19 percent, notably
in the oil sector. Flows to Argentina were resilient;
despite economic turbulence, they rose 15 percent,
to $10.4 billion, buoyed by investments in shale
gas production. Net FDI inflows to countries in the
Middle East and North Africa region fell 6 percent
because of lower inflows to the Arab Republic of
Egypt, Jordan, and Iran. Despite an 8 percent fall,
inflows to Egypt remained strong, $6.8 billion,
directed largely at the oil and gas sector. Morocco
reaped the benefit of stable economic performance:
inflows rose 54 percent, to $3 billion, directly to the
infrastructure and automotive sectors.

Portfolio equity flows in 2018 retreated from
most emerging market countries except China
Portfolio equity inflows are the most concen-
trated element of financial flows to low- and
middle-income countries, and throughout the
past decade only a few countries have benefited
to any significant degree from such inflows in
any given year. Cumulative portfolio equity
inflows from 2009 to the end of 2018 totaled
$672 billion, of which 83 percent went to three
countries: China, $315 billion (47 percent); Bra-
zil, $131 billion (19 percent); and India, $112
billion (17 percent).

Long recognized as the most capricious ele-
ment of financial flows, portfolio equity flows

Figure 0.17 Portfolio Equity Flows to Select
Countries, 2016-18
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lived up to their reputation in 2018, a year
characterized by a widespread retreat from most
emerging markets over concerns that centered
on both domestic and global economic condi-
tions. The exception was China where inflows
soared 68 percent, to $61 billion, in response to
actions by the Chinese government to liberalize
the current and capital account, reform the foreign
exchange administration, and liberalize the finan-
cial market.

A special attraction for investors was imple-
mentation of a direct automated connection from
the Shanghai stock market to markets in Hong
Kong SAR, China, and Shenzhen (a prelude to
a similar connection to the London stock mar-
ket in June 2019), and the MSCI’s decision to
include Chinese stocks in its benchmark indexes,
raising overseas investor demand for renminbi-
denominated stocks. Portfolio equity inflows rose

68 percent, to $61 billion ($36 billion in 2017) and
served to contain the aggregate decline in portfolio
equity inflows to low- and middle-income coun-
tries. These fell 50 percent, to $35 billion.

Excluding China, portfolio equity flows to
low- and middle-income countries were negative
in 2018—an outflow of $26 billion compared to
an inflow of $33 billion in 2017. Uncertainty over
political and economic outcomes weighed heav-
ily on investor sentiment in Brazil, and led to an
outflow of $5.6 billion in 2018, resulting in a net
outflow of $10 billion. Similar concerns prompted
investors to reduce exposure in India by $10 bil-
lion, resulting in a net outflow of $4.4 billion.
Trade-related and political tensions with the United
States reduced inflows to Mexico but they remained
positive. Attractive valuations encouraged bargain
hunting by global investors, which resulted in mod-
erate inflows to Nigeria and South Africa.
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ALL LOW- AND MIDDLE-INCOME COUNTRIES

(US$ billion, unless otherwise indicated)

2008 2014 2015 2016 2017 2018
Summary external debt data by debtor type
Total External debt stocks 3,462 6,939 6,452 6,726 7,424 7,810
Use of IMF Credit 49 112 112 113 124 151
Long-term external debt 2,691 4,712 4,706 5,013 5,377 5,505
Public and publicly guaranteed sector 1,372 2,329 2,347 2,489 2,815 2,935
Public Sector 1,368 2,323 2,343 2,485 2,811 2,933
of which: General Government 1,008 1,622 1,681 1,790 2,036 2,112
Private sector guaranteed by Public Sector 5 6 4 4 3 3
Private sector not guaranteed 1,318 2,384 2,358 2,524 2,562 2,570
Short-term external debt 722 2,115 1,635 1,599 1,924 2,154
Disbursements (long-term) 601 973 790 974 1,144 1,028
Public and publicly guaranteed sector 182 380 310 346 485 417
Public Sector 181 379 309 346 484 416
of which: General Government 113 257 211 231 319 254
Private sector guaranteed by Public Sector 1 1 0 0 0 0
Private sector not guaranteed 419 593 480 628 659 612
Principal repayments (long-term) 389 583 632 732 739 756
Public and publicly guaranteed sector 151 182 213 198 204 257
Public Sector 150 181 211 196 203 256
of which: General Government 104 116 104 104 111 134
Private sector guaranteed by Public Sector 1 1 1 1 1 1
Private sector not guaranteed 239 401 420 534 535 498
Interest payments (long-term) 113 155 165 180 195 213
Public and publicly guaranteed sector 57 73 80 90 104 112
Public Sector 57 72 80 90 104 112
of which: General Government 45 56 61 68 78 83
Private sector guaranteed by Public Sector 0 0 0 0 0 0
Private sector not guaranteed 56 82 85 90 92 101
Summary external debt stock by creditor type
Long-term External debt stocks 2,691 4,712 4,706 5,013 5,377 5,505
Public and publicly guaranteed debt from: 1,372 2,329 2,347 2,489 2,815 2,935
Official creditors 704 917 923 983 1,070 1,103
Multilateral 391 559 572 596 647 667
of which: World Bank 207 275 283 292 316 325
Bilateral 313 358 351 387 423 437
Private creditors 668 1,412 1,424 1,506 1,745 1,832
Bondholders 433 934 988 1,076 1,301 1,393
Commercial banks and others 235 479 436 430 444 439
Private nonguaranteed debt from: 1,318 2,384 2,358 2,524 2,562 2,570
Bondholders 167 411 365 395 476 484
Commercial banks and others 1,152 1,973 1,993 2,129 2,085 2,086
Use of IMF Credit 49 112 112 113 124 151
Net financial inflows
Net debt inflows
Use of IMF Credit 10 -7 5 5 4 31
Long-term 212 390 158 242 405 273
Official creditors 18 53 43 57 53 48
Multilateral 20 29 32 32 29 30
of which: World Bank 7 15 17 14 13 15
Bilateral -2 24 11 26 24 17
Private creditors 193 337 114 185 352 225
Bondholders -14 172 71 121 295 157
Banks and other private 207 165 44 64 57 68
Short-term -26 142 -481 -37 326 225
Net equity inflows
Foreign direct investment 503 508 506 470 472 469
Portfolio equity -50 84 22 45 69 35
Debt ratios
External debt stocks to exports (%) 64 95 100 108 105 101
External debt stocks to GNI (%) 21 25 25 26 26 26
Debt service to exports (%) 10 " 13 15 14 14
Short-term to external debt stocks (%) 21 30 25 24 26 28
Multilateral to external debt stocks (%) " 8 9 9 9 9
Reserves to external debt stocks (%) 114 92 90 82 79 74
Gross national income (GNI) 16,680 27,556 26,219 26,345 28,889 30,565
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EAST ASIA AND PACIFIC

(US$ billion, unless otherwise indicated)

2008 2014 2015 2016 2017 2018
Summary external debt data by debtor type
Total External debt stocks 711 2,435 1,998 2,117 2,487 2,784
Use of IMF Credit 2 17 16 16 17 17
Long-term external debt 469 1,040 1,036 1,173 1,285 1,392
Public and publicly guaranteed sector 267 453 438 479 554 629
Public Sector 267 452 437 479 553 629
of which: General Government 198 312 336 360 400 421
Private sector guaranteed by Public Sector 0 0 0 0 0 0
Private sector not guaranteed 202 587 598 694 732 763
Short-term external debt 241 1,377 946 929 1,185 1,375
Disbursements (long-term) 85 264 222 285 365 365
Public and publicly guaranteed sector 22 84 68 66 99 112
Public Sector 22 84 68 66 99 112
of which: General Government 18 52 46 48 49 41
Private sector guaranteed by Public Sector 0 0 0 0 0 0
Private sector not guaranteed 63 180 154 218 265 253
Principal repayments (long-term) 65 128 162 219 239 216
Public and publicly guaranteed sector 20 43 48 33 33 31
Public Sector 20 43 48 32 32 31
of which: General Government 14 32 14 21 15 16
Private sector guaranteed by Public Sector 0 0 0 0 0 0
Private sector not guaranteed 45 85 114 187 206 185
Interest payments (long-term) 14 24 26 29 35 46
Public and publicly guaranteed sector 9 10 12 12 14 19
Public Sector 9 10 12 12 14 19
of which: General Government 7 7 8 9 10 14
Private sector guaranteed by Public Sector 0 0 0 0 0 0
Private sector not guaranteed 5 14 15 17 21 27
Summary external debt stock by creditor type
Long-term External debt stocks 469 1,040 1,036 1,173 1,285 1,392
Public and publicly guaranteed debt from: 267 453 438 479 554 629
Official creditors 190 195 187 201 210 214
Multilateral 74 93 97 100 106 110
of which: World Bank 42 52 54 55 59 60
Bilateral 117 102 90 101 104 103
Private creditors 77 258 251 278 344 416
Bondholders 54 182 205 221 283 345
Commercial banks and others 23 76 45 57 61 70
Private nonguaranteed debt from: 202 587 598 694 732 763
Bondholders 19 122 115 132 184 216
Commercial banks and others 183 465 484 562 547 547
Use of IMF Credit 2 17 16 16 17 17
Net financial inflows
Net debt inflows
Use of IMF Credit 0 0 0 0 0 0
Long-term 19 136 60 66 126 149
Official creditors 1 4 2 3 3 5
Multilateral 3 3 6 4 4 5
of which: World Bank 1 2 3 2 2 2
Bilateral -3 2 -3 -1 0 0
Private creditors 19 132 58 63 123 144
Bondholders 3 61 25 38 113 101
Banks and other private 16 Al 33 24 10 42
Short-term -13 159 -432 -17 256 187
Net equity inflows
Foreign direct investment 175 259 261 197 195 215
Portfolio equity -2 51 4 24 35 49
Debt ratios
External debt stocks to exports (%) 33 70 60 66 69 72
External debt stocks to GNI (%) 12 20 16 16 17 18
Debt service to exports (%) 4 5 7 9 9 8
Short-term to external debt stocks (%) 34 57 47 44 48 49
Multilateral to external debt stocks (%) 10 4 5 5 4 4
Reserves to external debt stocks (%) 306 174 186 162 146 128
Gross national income (GNI) 5,769 12,358 12,855 13,088 14,261 15,832
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EUROPE AND CENTRAL ASIA

(US$ billion, unless otherwise indicated)

2008 2014 2015 2016 2017 2018
Summary external debt data by debtor type
Total External debt stocks 1,170 1,576 1,452 1,539 1,602 1,525
Use of IMF Credit 29 28 30 30 32 30
Long-term external debt 919 1,268 1,203 1,291 1,321 1,251
Public and publicly guaranteed sector 284 499 468 479 538 504
Public Sector 283 498 467 478 538 504
of which: General Government 156 270 262 279 320 314
Private sector guaranteed by Public Sector 0 1 1 1 1 0
Private sector not guaranteed 636 769 735 812 783 747
Short-term external debt 221 280 219 219 249 243
Disbursements (long-term) 293 186 149 252 272 197
Public and publicly guaranteed sector 51 45 55 57 93 55
Public Sector 51 45 55 57 93 55
of which: General Government 21 38 42 35 50 38
Private sector guaranteed by Public Sector 