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 significant are C
hinese debt relief efforts for supporting

the response to C
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Introduction
In the w

ake of C
ovid-19, governm

ents around the w
orld have scram

bled to fund health
care and w

elfare efforts, and as a result fiscal expenditures have increased globally.
C

onsequently, m
any countries - including in A

frica - have looked to postpone their debt
paym

ents, so as to create fiscal space. In recent years, C
hina has becom

e one of the
biggest global bilateral lenders, particularly to A

frican countries. Therefore, postponem
ent

negotiations have had to involve C
hina.

This report explores C
hina's potential im

pact on debt suspension efforts and therefore on
C

ovid-19 recovery, particularly am
ong low

- and m
iddle-incom

e countries and A
frican

countries, and provides context by analysing the scale of fiscal and debt service pressure,
as w

ell as the role of other lenders at the m
ultilateral and bilateral level.  
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1. A
frican governm

ents have had to increase spending on health and econom
ic m

easures
in order to counteract C

ovid-19's effects
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A
frican countries are

budgeting on average 2.5%
of G

D
P to com

bat C
ovid-19,

totalling U
S$68.5bn

H
ealthcare

Im
proved access to essential services

S
ocial safety nets

Incom
e protection

G
ender-focused policies

55 A
frican governm

ents have introduced m
ore than 156 m

easures for businesses and
citizens.
36 A

frican countries have allocated a specific budget for their C
ovid-19 response, including:

6 A
frican countries - all listed by the U

N
 as Least D

eveloped C
ountries - have not introduced

any m
easures 

H
ighest budgets for C

ovid-19 response as a %
 of G

D
P 

S
O

U
R

C
E: D

evelopm
ent R

eim
agined
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2. M

ost low
- and m

iddle-incom
e countries* around the w

orld have - in the past - borrow
ed m

oney from
 a

w
ide range of lenders, to w

hom
 they have to pay "debt service" costs. 

2019
2020

2021
2022

2023
2024

20,000,000 

15,000,000 

10,000,000 

5,000,000 0 

M
ultilateral
32.6%

B
ilateral C

hina
26.6%

O
ther bilateral donors

14.3%

N
on-O

fficial 
13.5%

B
ondholders

13%

Total debt service for low
 and

m
iddle incom

e countries in
20

20
 totalled U

SD
 437bn.

Total D
ebt Service 2020: Low

 and M
iddle Incom

e C
ountries

S
O

U
R

C
E: W

orld B
ank D

ata/D
avid M

ihalyi

M
ultilateral

O
ther Bilateral donors

Bilateral C
hina

N
on-O

fficial**

Bondholders

Total D
ebt Service Trends 2019-2024 for Low

 and M
iddle C

ountries (U
SD

th)

*Low
-incom

e countries defined as those that access W
orld Bank ID

A
 funds; m

iddle-incom
e countries defined as those that

can access W
orld Bank IBR

D
 funds 

** N
on-official includes som

e debt issued by C
hinese com

m
ercial creditors 

D
ebt service costs have to be included in budgets for m

any low
 and m

iddle incom
e

countries. O
verall, bilateral debt service costs to C

hina currently m
ake up 27%

 of total
debt service costs. H

ow
ever, m

ultilateral debt service costs are and are projected to
rem

ain higher over the next 5 years, unless postponed or w
ritten-off. 
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3. W

ithin the group of low
 and m

iddle-incom
e countries, A

frican countries are particularly significant borrow
ers,

reflecting their significant needs for finance to achieve poverty reduction and sustainable developm
ent. S

O
U

R
C

E: W
orld B

ank D
ata/D

avid M
ihalyi

Pakistan
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Uzbekistan
SudanEthiopia
NepalMoldova
Mali

Burkina Faso

Kyrgyz RepublicKosovo

Syrian Arab Republic
MadagascarTajikistan
Gambia, The

TogoLiberiaGrenadaBhutan

FijiMyanmarDominica
Timor-LesteComoros
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Germany
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Netherlands

United KingdomNigeria

Venezuela, RBThailand
SwitzerlandHungary

Argentina

7,500,000 

5,000,000 

2,500,000 0 

A
frican countries

Low
 and M

iddle Incom
e C

ountries

Bilateral D
ebt Service 2020 U

SD
: A

frican C
ountries U

SD
th

M
ultilateral D

ebt Service 2020: A
ll low

/m
iddle incom

e countries U
SD

th

D
ebt Service 2020 U

SD
th

The m
ajority of debt service costs am

ong low
 and

m
iddle incom

e countries need to be m
ade by A

frican
countries as a w

hole. The m
ajority of bilateral debt

service ow
ed by A

frica as a w
hole is to C

hina.
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St. Vincent and the GrenadinesCroatiaAustriaMaldives

Guinea-Bissau
India

Mauritius
El SalvadorHungarySloveniaAlbaniaSt. LuciaMoroccoMalawi

Sierra LeoneUruguayGhanaBurundiSenegalIsraelKenya

The BahamasIreland

250 

200 

150 

100 

50 0 

4. Before C
ovid-19, countries around the w

orld w
ere borrow

ing internally and from
 each other. Post-

C
ovid-19, A

frican countries appear to be assessed by the IM
F as particularly "distressed".

S
O

U
R

C
E: IM

F W
orld Econom

ic O
utlook O

ctober 20
19 &

 
List of LIC

 D
S

A
s for PR

G
T-Eligible C

ountries A
s of N

ovem
ber 25, 20

20

G
eneral G

overnm
ent G

ross D
ebt %

 G
D

P 2019 
W

ithin these 64 high borrow
ing countries, the 12 countries

the IM
F now

, post-C
ovid-19, classifies as in or at high risk

of debt distress are all A
frican.

In 20
19, 64 countries from

 around the w
orld had

governm
ent debt am

ounting to m
ore than 60

%
 of their

G
D

P. 33%
 of these w

ere A
frican.  

C
ountries classified by IM

F as at high risk of debt distress 
C

ountries classified by IM
F as in debt distress now

 
A

frican countries
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N
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From
 

January 
to 

end-N
ovem

ber 
20

20
, 

S
&

P, 
M

oody's 
and 

Fitch
dow

ngraded 15 A
frican countries' credit ratings. 

6 
countries 

now
 

have 
ratings 

indicating 
'substantial 

risks' 
w

hile
Z

am
bia's rating indicates it is in default. 

D
EC

EM
BER

 2020
5. A

frican countries also appear to have been the focus for credit ratings' agencies assessm
ents of poor

debt sustainability post-C
ovid-19. 

25 other countries globally w
ere dow

ngraded by M
oody's and Fitch.
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6. The focus on A

frica does not seem
 to be because of forecasts. D

ebt service costs in low
 and m

iddle incom
e

countries are projected to decline slightly over 2019-2024, w
hile grow

th rates in low
 and m

iddle incom
e

countries are still projected to rise after 2020, despite C
ovid-19. 

2019
2020

2021
2022

40 
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20 

10 0 

D
ue to C

ovid-19, the IM
F has been revising its grow

th
forecasts. The m

ost recent projections m
ade in 20

20
suggest G

D
P

 grow
th rates by 2022 am

ong low
 and

m
iddle incom

e countries w
ill revert to above 20

19 levels. 
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The W
orld B

ank forecasts debt service
costs to decline slightly over the next few
years 

IM
F W

orld Econom
ic O

utlook A
pril 2020

IM
F W

orld Econom
ic O

utlook O
ctober 2019

D
ebt Service Paym

ents by
D

SSI countries U
SD

th

S
O

U
R

C
E: W

orld B
ank D

ata/D
avid M

ihalyi/IM
F W

orld Econom
ic O

utlook A
pril 20

19, O
ctober 20

19, A
pril 20

20

IM
F W

orld Econom
ic O

utlook O
ctober 2020
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7. The focus on A

frica also does not appear to be a result of C
hina's presence as a creditor. D

ebts and
debt paym

ents to C
hina vary significantly w

ithin A
frica and beyond.

A
 total of U

SD
 2.5tn in debt service is

ow
ed by LIC

/M
IC

 countries over the next 5
years to all lenders. 

Total debt service ow
ed by all

LIC
/M

IC
 countries to C

hina
over the next 5 years w

ill be
U

SD
 600bn.

B
ilateral debt service to

C
hina can account for as

m
uch as 77%

 total debt
service.

S
O

U
R

C
E: W

orld B
ank D

ata/D
avid M

ihalyi

Total D
ebt Service U

SD
th

Bilateral D
ebt O

w
ed to C

hina U
SD

th
LIC

/M
IC

 Bilateral D
ebt to C

hina (%
 of total debt)

Pakistan, a country that is not classified as in or at high risk of "debt distress" by the IM
F, ow

es the m
ost in total debt service, and

around 20%
 of this is ow

ed bilaterally to C
hina. A

ngola, also not in or at high risk of "debt distress" according to the IM
F, has the

second highest debt service pressure overall, w
ith around 50%

 of this ow
ed to C

hina. 
H

ow
ever, som

e A
frican and A

sian countries ow
e the highest proportion of their debt service to C

hina, reaching alm
ost 80%

. Those
w

ith the highest proportion ow
ed to C

hina are sm
aller econom

ies, w
ho often are overlooked by other creditors for various reasons.

C
ountries classified by

IM
F as at high risk of debt

distress (N
ov 2020)

C
ountries classified by

IM
F as in debt distress 

 now
 (N

ov 2020)
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8. In addition, it is difficult to calculate w
hat proportion of debts ow

ed to C
hina have different

interest rates, and therefore how
 "sustainable" they are. 

Em
pty Value
67.3%

0%
 Interest
15.8%

0.02-3%
 Interest

12.1%

3-5%
 Interest

3.4%

C
entre for G

lobal D
evelopm

ent:
C

oncessional and Industrial Breakdow
n of C

hinese loans in
157 countries 2000-2014

Johns H
opkins

C
hina A

frica R
esearch Initiative: 

C
hina Loans by Interest R

ate to A
frica 2000-2019 

S
O

U
R

C
E: C

G
D

 20
20

; C
A

R
I 20

19

S
om

e organisations (e.g. C
G

D
)

suggest that interest free loans from
C

hina account for 3%
 of total loans

from
 C

hina to 157 countries, but other  
organisations (e.g. Johns H

opkins
C

A
R

I) suggest they account for 16%
 of

C
hina's loans to A

frican countries. In
addition, both datasets show

 a lot of
em

pty values i.e. no recorded data on
the interest rate of the loans. 

This highlights an unreliability in
data coverage of C

hina's loan
com

position, m
aking the im

pact of
C

hina's debt on A
frican countries

difficult to calculate.



9. But w
e estim

ate that C
hina can still have an im

pact by suspending or cancelling debt for low
 and

m
iddle incom

e countries.

2019
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N
B: "Fiscal pressure" can com

e about as a com
bination of both higher debt paym

ents A
N

D
low

er grow
th, m

eaning low
er incom

e to governm
ents (e.g. from

 taxes). 
S

O
U

R
C

E: W
orld B

ank/D
avid M

ihalyi; W
orld B

ank
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C
hinese 

bilateral 
debt 

service
suspension for 20

20
 could cut overall

governm
ent 

expenditure 
for 

low
 

and
m

iddle incom
e countries by around 9%

com
pared to no suspension. 

C
ontinued 

suspension 
w

ould 
create

significant 
budgetary 

space 
for 

low
and 

m
iddle 

incom
e 

countries 
to 

deal
w

ith 
the 

long-term
 

effects 
of 

the
pandem

ic.

Tw
o Fiscal Pressure Scenarios

Forecast G
overnm

ent Expenditure as %
 G

D
P

Forecast G
overnm

ent Expenditure as %
 G

D
P w

ith C
hinese

Bilateral D
ebt Paym

ent Suspension 

N
B

 A
verages are non-w

eighted



10. H
ow

ever, the individual im
pact of C

hina's bilateral debt suspension w
ould vary considerably for

different low
 and m

iddle incom
e countries

S
O

U
R

C
E: W

orld B
ank/D

avid M
ihalyi; W

orld B
ank
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n average, C

hina's bilateral debt suspension could lead to around a 2%
reduction in fiscal pressure across all Iow

 and m
iddle incom

e countries.
B

ut the im
pact of this varies significantly across countries, reaching

over 20%
 for A

ngola. 

%
 R

eduction in Fiscal Pressure from
 C

hinese Bilateral D
ebt Service Suspension

N
B

 A
verages are non-w

eighted



Action Relating to Debt
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Banking and Financial Services
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Energy Generation and Supply
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11. The effect of debt suspension from
 C

hina w
ould also vary considerably by sector, because

debt for different types of loans com
es at a different cost, and different projects have different

im
pacts on the econom

y. 

D
EC

EM
BER

 2020

C
oncessional 

(low
 interest rates)

Interest-free

C
om

m
ercial/N

on-official 
(higher interest rates)

N
um

ber of Loans

S
O

U
R

C
E: C

entre for G
lobal D

evelopm
ent; G

ardner et al 20
20

The largest num
ber of interest-free loans that C

hina has provided appear to be for Transportation and Storage, and for governm
ent and civil society. 

The m
ost com

m
ercial loans (at m

ore expensive rates) appear to be  for Energy G
eneration and Supply. Therefore, the im

pact of debt service suspension  in
each country depends on how

 w
hat sort of activities or sectors countries have taken the loans for.  



12. Suspending debt paym
ents to C

hina could also save lives, by enabling countries to spend m
ore

on health now
 and in the com

ing years than they otherw
ise w

ould.
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U
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eim
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DjiboutiLao PDRAngola
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Mozambique

KenyaGuineaCameroonEthiopiaZambiaCambodiaTajikistanMyanmar
Fiji
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S
ervicing debt carries opportunity costs - w

hile w
ell-spent debt

generates grow
th, it tem

porarily diverts funds from
 elsew

here.
Exam

ining the cost of C
hinese debt service as a proportion of

governm
ent 

health 
expenditure 

is 
one 

w
ay 

to 
analyse 

this
opportunity cost, especially during C

ovid-19. 

C
hinese Bilateral D

ebt Service C
osts in 2020 as %

 2017 H
ealthcare Expenditure

2020
2021

2022
2023

2024

15%
 

10%
 

5%
 

0%
 

N
B

 A
verages are non-w

eighted

C
hinese debt service costs am

ount to an average of
14%

 of  20
17 health costs in low

 and m
iddle incom

e
countries. In one country, D

jibouti, C
hinese debt service

costs in 20
20

 am
ount to m

ore than the country's entire
20

17 health budget.



13. Suspending debt paym
ents to C

hina from
 A

frican countries specifically w
ould enable m

ore to be
spent directly on C

ovid-19 recovery packages for m
any countries.
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H
ow

ever, the effect varies hugely across countries - partly because som
e countries

have spent m
ore than others on C

ovid-19. For exam
ple,  A

ngola's debt service costs
to C

hina for 20
20

 am
ount to alm

ost 40
x the value of its C

ovid-19 expenditures.
M

ozam
bique's debt service costs to C

hina are 4x its C
ovid-19 expenditures, w

hile
debt 

service 
also 

outw
eighs 

C
ovid-19 

expenditures 
in 

D
jibouti, 

Z
am

bia 
and,

C
am

eroon. C
hina could have a significant effect in these countries. B

ut for m
any

other low
 and m

iddle incom
e A

frican countries, the effect is m
arginal. 

O
verall 

for 
A

frican 
low

 
and 

m
iddle 

incom
e

countries, 
debt 

service 
costs 

to 
C

hina 
are

equivalent to 40
%

 of total estim
ated C

ovid-19
expenditures in 20

20
, gradually declining over

tim
e. C

hinese debt service suspension w
ould

therefore 
significantly 

help 
deliver 

required
C

ovid-19 spending, including in 20
21.

C
hina Bilateral D

ebt Service C
osts as %

 of 2020 C
ovid-19 Expenditure

2020
2021

2022
2023

2024

0.5 

0.4 

0.3 

0.2 

0.1 0 

N
B

 A
verages are non-w

eighted
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ent R

eim
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xford C
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onsultancy; S

un 20
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; A
cker et al 20

20
; S

A
IS

-C
A

R
I
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C
hina-A

frica Loans
98.5%

C
hina-A

frica D
ebt C

ancelled
1.5%
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Total D
ebt C

ancelled by C
hina

2000-2018 (U
SD

m
n)

O
f w

hich, A
frican C

ountries

C
hinese D

ebt C
ancelled in A

frican countries 2000-2018 (U
SD

m
n)

148 U
SD

bn

2.21 U
SD

bn

14. There is precedent for this kind of action. C
hina has cancelled and restructured debt before,

including in A
frican countries.

for interest-free foreign aid loans; less than 5%
of C

hinese lending
for values <U

S
D

10
0

m
for debt w

hich has already expired/is
unserviceable
m

ade around big events - e.g. FO
C

A
C

 sum
m

its.

The m
ajority of debt cancellations by C

hina in A
frica  

have been:



'C
hina w

ill provide U
SD

2bn over tw
o years to help w

ith
C

ovid-19 response and w
ith the econom

ic and social
developm

ent 
in 

affected 
countries, 

especially
developing countries'
President X

i Jinping at 73rd W
orld H

ealth A
ssem

bly, 
18 M

ay 2020 

M
ultilateral 

U
S

D
50

m
 to W

H
O

 

Bilateral
The C

hinese foreign m
inistry has suspended bilateral principal and interest paym

ents from
 1 M

ay until the end of
20

20
 for low

-incom
e countries, equivalent to approx. U

SD
1.9bn 

This is part of the G
20

 com
m

itm
ent for all ID

A
-eligible countries and A

ngola
This is the first tim

e C
hina has been part of a coordinated debt relief com

m
itm

ent

Private/C
om

m
ercial

C
hinese financial institutions such as the Export-Im

port B
ank of C

hina (Exim
) and the C

hina D
evelopm

ent B
ank (C

D
B

)
have been urged by the governm

ent 'to conduct consultations on com
m

ercial sovereign loan arrangem
ents'. 

Z
am

bia has been the first country to announce, in O
ctober and N

ovem
ber 20

20
 respectively, deferred paym

ents to
C

D
B

 (undisclosed am
ount) and Exim

 B
ank of U

S
D

110
m

. 

D
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15. C

an the sam
e be done now

? C
hina has m

ade som
e pledges - from

 new
 grants to tem

porary debt
suspension and restructured debt... But m

ore w
ould be w

elcom
ed.

S
O

U
R

C
E: B

rookings (20
20

), W
heatley and C

otterill  (20
20

), M
inistry of Foreign A

ffairs C
hina (20

20
)
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16. But w
ill all low

-incom
e and m

iddle-incom
e countries that need it ask for debt paym

ent
suspension from

 C
hina or others? There are three reasons w

hy they m
ay not...

S
O

U
R

C
E: M

utize 20
20

; S
m

ith 20
20

; R
enaud B

asso 20
20

1 V
iolating conditions on certain private sector loans

C
ertain loans term

s and conditions and contract term
s - especially for "Eurobonds" - prohibit countries from

 seeking a
suspension of debt paym

ents under m
ultilateral initiatives; if they do this they autom

atically are seen as defaulting and m
ust

pay the entire value of the outstanding Eurobonds im
m

ediately. S
im

ilarly, for certain C
hinese loans, contracts can link a

default on one loan to defaults on others taken by the country, w
hich w

ill then m
ake it harder/riskier to get future loans. 

2 R
eceiving a (further) sovereign credit dow

ngrade by som
e ratings agencies

This w
ould m

ake their debt m
ore expensive as they’d have to pay higher interest rates, w

ill hinder ability to finance budget
deficits in the m

edium
 term

. For instance, M
oody's treats an appeal for bilateral debt relief as a 'credit event' necessarily

leading to appeals for private debt relief. Fitch and S
&

P only classify explicit appeals for private debt relief as a 'credit event'.

3 R
estricting future policy direction

C
ountries under the G

20
 debt relief program

m
e are restricted from

 taking new
 loans from

 other creditors and are lim
ited

to spending savings to address pandem
ic shocks. A

dditionally, frontier econom
ies tend to rely m

ore on external rather than
dom

estic debt m
arkets to finance deficits, further lim

iting their ability to m
ake policy in the face of receiving debt relief. 



C
urrently, A

frican countries are spending around 2.5%
 of G

D
P to com

bat C
ovid-19's im

pacts. 

W
hile this is significantly below

 spending by countries in other regions, C
hina's debt relief efforts  - from

 suspension to cancellation and
restructuring - in the context of C

ovid-19 could be significant, helping A
frican countries (and other low

 and m
iddle incom

e countries)
direct m

ore resources to C
ovid-19 recovery and health m

ore broadly. 

W
hile a lack of transparency from

 C
hina and borrow

ing countries m
ake estim

ates difficult, this report suggests that overall, 40
%

 of
finance spent on C

ovid-19 so far by A
frican countries could be covered by suspending debt paym

ents to C
hina, and populations in som

e
of the countries w

ith highest debt levels to C
hina - such as A

ngola, D
jibouti and Z

am
bia - could benefit the m

ost.  M
oreover, further debt

service cancellation in and beyond 20
21 w

ould help to continue protecting governm
ents from

 the im
pacts of the prolonged pandem

ic.

There is precedent for C
hina cancelling debt, and this report therefore offers hope in this regard.

H
ow

ever, this report also sounds a note of caution. W
hile C

hina is a significant lender to low
 and m

iddle incom
e countries, one of the

m
ost significant challenges is one of "classification". M

any countries that arguably have the highest financial needs for infrastructure and
poverty reduction, especially in A

frica, are classified by the IM
F as debt distressed, as w

ell as seen as "risky" by private credit ratings
agencies. This m

akes them
 hesitant to even ask for debt suspensions, let alone cancellation or restructuring, and it lim

its their potential to
take new

 loans to provide for future generations.

Thus, w
hile C

hina can help, m
ultilateral lenders, other countries and their private sectors m

ust also find w
ays to do their part - both  by

providing debt relief them
selves but also by shifting how

 they see "debt risks" going forw
ards.

C
onclusion

D
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