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The official sector has provided substantive liquidity to low-income economies since
the Covid-19 crisis

H Loans

u Grants

u Debt relief
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Full data on international fiscal support breakdown by African nation available in Scope (Sep-2020), Annex | . Source: IMF, World Bank, African Development Bank, Scope Ratings GmbH.
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International fiscal support
(as of Sep-2020) vs debt
levels of African
governments, % of 2019
GDP, 54 UN-recognised
African countries sorted by

aggregate fiscal support



https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=d89d0b31-d96a-4cfb-a7a7-6558e499080d#page=11

S@E Africa’s debt burden rose ahead of the Covid-19 crisis

Debt levels of African general government sector

% of GDP
10-90 percentile === Africa mean
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Source: IMF, Scope Ratings GmbH

Interest payment burdens of African sovereign states
% of government revenue

10-90 percentile  =——Africa mean
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Source: IMF, Scope Ratings GmbH
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China has become Africa’s single largest creditor

Africa’s rapid economic development has been supported by ties with China:

China today continent’s single most important economic and trading partner

Between 2000 and 2018, China loaned aggregate USD 148bn to 50 African countries

Borrowing ranged from USD 43bn by Angola to only USD 9m from Algeria

China’s loan commitments to Africa
USD bn, by sector
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Source: John Hopkins University School of Advanced International Studies (SAIS),
Scope Ratings GmbH

Cumulative borrowing from China since 2000, top five borrowers
USD bn, by country
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N.B. These figures reflect cumulative amounts borrowed and not amounts of debt outstanding since
substantial payments have been made by many countries.
Source: John Hopkins University SAIS, Scope Ratings GmbH.




ScopE | DSS) presented short-run savings for African governments on Chinese bilateral loans

> Hypothetical 2020-21 savings were non-official Chinese lenders to participate in DSSI
m Savings on Chinese official loans from second extension of DSSI to December 2021
= Savings on Chinese official loans from extension of DSSI to June 2021 > Aggregate savings on debt

m May-December 2020 DSSI debt service savings on official loans from China . .
service on loans from China,

7
2020-21, % of 2019 GDP
° I8
5
4
3
2 Q
X
1
0 == mmm
— . * — t— - x % | S——
5 5387056030828 s 28 goucgsc8uos5uaagiTh
2o §SEGHr2E2883Lso“ Ry 2L oz>58¢2¢8aguw g2y
= - = - = — —
<DEO!0£E w%mommﬁ cm.ﬂoE g_l -c,ms._:m-—mcncgg
T o w g 2 x 0 @ 1 9 Q @ o 0 Z ¢ ®©
g g @ - £ O o o0 X Q @ ‘S O 2
o o O = c & 0O © @ o 2 @ E ©
= O 8 O s © ) &) © £ o =
< S §
£ © Y
o
o i
O (%]

Data are shown for 37 African countries eligible for the DSSI that, moreover, report external debt to the World Bank Debtor Reporting System (DRS). Underlying data for this diagram by country available via Scope (Nov-2020), Annex Il . *Did not participate
in the DSSI. Source: World Bank, Scope Ratings GmbH.



https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=70408d93-61d7-45b5-8747-82ed99bf6d0b#page=14

shon || However, delayed debt service from DSSI compounds 2022-24 debt servicing

A< || requirements

B Pre-DSS| 1 2020 debt service suspension (bilateral official loans ex-China)* » Impact of DSSI participation
u 2021 debt service suspension (bilateral official loans ex-China)** 2020 debt service suspension (official loans from China)*
_ _ _ _ on average annual debt
m 2021 debt service suspension (official loans from China)**
7 service, 2022-24, % of 2019

GDP
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*May-December 2020 debt service assumed to be suspended under the three-year repayment structure plus one-year grace period; assumes 1/3 of suspended amounts repaid each year between 2022-24; NPV-neutral suspension

assuming a 2.5% discount rate. **After DSSI was extended a second time to suspend all 2021 debt service on bilateral official loans. Assumes 2021 debt service suspended under a five-year repayment structure plus one-year grace period; assumes 1/5 of
suspended amounts repaid each year between 2023-27; NPV-neutral suspension assuming a 2.5% discount rate. Data are shown for 37 African countries eligible for DSSI that, moreover, report external debt to the World Bank DRS. Underlying data for this
diagram by country available via Scope (Nov-2020), Annex Il. ***Did not participate in the DSSI.

Source: World Bank, Scope Ratings GmbH.
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Participation in the DSSI exacerbates 2022-24 debt service stress
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» 2022-24 average versus

+2020-21 average

+2022-24 average

A 2022-24 vs 2019-21

2019-21 average debt
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*Did not participate in the DSSI.

Source: World Bank, Scope Ratings GmbH.




ScopE || DSS| transfer of debt distress from near- to medium-term in the example of Angola

mmmm Pre-DSS| debt service calendar 2020/21 suspension of non-China bilateral official loans > Effect of debt service

W 2020/21 suspension of bilateral official loans from China e Annual debt service post-DSSI 2020/21 suspensions suspension on Angola’s debt
8 service calendar, % of 2019

GDP
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N.B. May-December 2020 debt service assumed to be suspended under the three-year repayment structure plus one-year grace period; assumes 1/3 of suspended 2020 amounts repaid each year between 2022-24; NPV-neutral suspension of 2020 debt
service assuming a 2.5% discount rate. Above illustration assumes 2021 debt service on bilateral official loans as fully suspended. Assumes 2021 debt service suspended under a five-year repayment structure plus one-year grace period; assumes 1/5 of
suspended 2021 amounts repaid each year between 2023-27; NPV-neutral suspension of 2021 debt service assuming a 2.5% discount rate.

Source: World Bank, Scope Ratings GmbH.



scope || A DSSI+ global debt-restructuring framework is required

» Bringing debt forgiveness to the fore - address cases of underlying insolvency

= Ensuring ‘equal treatment of creditors’ principle

= Enhance transparency/consistency of participation of non-Paris Club creditors




S@E A DSSI+ global debt-restructuring framework as required

» Creditors require ‘all hands on deck’ approach
»  Orderly debt restructuring framework managed via IFls - properly prescribe liquidity vs solvency risk
= Aggregate collective action clauses
=  Require participation of multilateral institutions despite preferred creditor status
= (China's role: Elimination of ‘'non-disclosure agreements'’

= Mandate rather than support voluntary participation of the private sector

» Brady-like credit enhancements and sweeteners such as GDP warrants

= Ensure conditionality in exchange for debt relief as further assurance for creditors

= Debtors may need better incentives to initiate debt renegotiation
=  Borrowers ought not be afraid of ‘stigma’ of debt restructuring /default
=  Provision of investment and bridge financing & further suspension of debt service during restructuring talks

=  (Credit rating agencies need to continue review of methodologies to curtail borrower trepidation




S@E Savings from hypothetical 25% write-down of Africa’s debt

Debt forgiveness could represent difference between sustainable recovery and a lost decade

Governments such as of Cabo Verde, Mozambigue and Djibouti would see largest savings from harmonised write-off

A 25% write-off only for distressed borrowers could see an aggregate USD 29bn of saving, especially on Chinese loans

Potential savings from an illustrative write-down of 25% of the
outstanding debt stock*, by country
% of 2019 GDP

Aggregate savings from debt write-down* on 25% of principal for 18**
distressed African borrowers
USD bn and % of total
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N.B. Data are shown for 37 African countries that report external debt to the World Bank’s DRS, *Excluding loans from multilateral development banks; **DSSl-eligible countries designated as “High” risk
based on 2018 outstanding debt stocks. *Excluding multilateral development bank loans; **Did not or “In distress” for their risk level of external debt distress under the September 2020 World Bank debt
participate in the DSSI. Source: World Bank, Scope Ratings GmbH. sustainability analysis ratings plus Angola. Source: World Bank, Scope Ratings GmbH.




—~ | Anillustrative 25% principal haircut across all bilateral loans, bonds and commercial
SCOPE . . , 7
< | credit would stabilise Angola's debt servicing demands

mmmm Pre-DSS| debt service calendar
2020/21 suspension of bilateral loans, incl. from China* > Effect of DSSI+ debt

v Full suspension of 2021 bilateral official debt service & 25% principal write-down under DSSI+**
Post-DSSI debt service calendar
Post-DSSI w/ G20 Common Framework w/ full suspension of 2021 bilateral official debt service (NPV loss)*** service calendar, % of 2019
e Post-DS S|+ debt service calendar w/ full suspension of 2021 bilateral official debt service & write-down** GDP
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forgiveness on Angola’s debt
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*Under DSSI, May-December 2020 debt service assumed to be suspended under the three-year repayment structure plus one-year grace period; assumes 1/3 of suspended amounts repaid each year between 2022-24; NPV-neutral suspension assuming a
2.5% discount rate. Assumes all 2021 debt service on bilateral loans is suspended under a five-year repayment structure plus one-year grace period; assumes 1/5 of suspended 2021 debt service repaid each year between 2023-27; NPV-neutral suspension of
2021 debt service assuming a 2.5% discount rate. **For DSSI+, assumes instead a theoretical suspension of 2027 debt service under a 10-year repayment window including a five-year grace period and repayment in full on a neutral nominal basis - i.e.,
repayment of the same total nominal amount as the amount originally suspended from 2021 (NPV losses) and assumes an end-2021 DSSI+ model 25% write-down of the principal across all bilateral loans, bonds and commercial loans. ***In addition to
suspension of 2020 debt service under DSSI terms, assumes a Common Framework for Debt Treatments beyond the DSSI suspension of 2021 debt service under an extended 10-year repayment window including a five-year grace period and repayment on a
neutral nominal basis - i.e., repayment of the same nominal amount as the amount originally suspended from 2021 in full (resulting in NPV losses). Source: World Bank, Scope Ratings GmbH.
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oL Implications for creditworthiness of an African sovereign borrower from DSSI versus
COPE , .
< | "DSSI+" debt restructuring framework

u n
> DSSI-I versus “DSSI+ With the participation of China in DSSI* Participation of private-sector lenders

relief? in DSSI* on existing programme terms?

Creditworthiness implications

. : 2
With DSSI+ architecture? compared with pre-DSSI

implications for the
Temporary default rating, substantively
Yes stronger credit profile after debt
restructuring

credit ratings of DSSI-

With DSSI+ framework, incl. principal
write-downs?

Yes

participating African

No Temporary default rating, possible
ratings stress medium-term
With participation of private sector

borrowers creditors?

Stronger creditworthiness short-term &
medium-term

Yes With DSSI+ framework, incl. principal
write-downs?

Possibly credit positive for governments
with mostlly a liquidity issue

With participation of China incl. interest-

free loan cancellations? Temporary default rating, stronger

creditworthiness after debt restructuring
With DSSI+ framework, incl. principal
write-downs?

No Temporary default rating, possible
ratings stress medium-term

With participation of private sector
creditors?

Slightly stronger creditworthiness short-

Yes term & medium-term
No

With DSSI+ framework, incl. principal
write-downs?

No Positive short-run, though credit impact

limited for some countries

1DSSI in this diagram assumes the availability of debt measures under the G20 and Paris Club’s Common Framework for Debt Treatments beyond the DSSI (CF) endorsed on 13 Novemnber 2020. Assumes such CF debt treatments will generally not be
conducted in the form of debt write-offs or cancellations. N.B. Refers to implications for long-term issuer ratings in each hypothetical scenario.
Source: Scope Ratings GmbH.
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ScoPE | Many thanks!

= (Questions.
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SCOPE || Annex: Foreign bond vyields rising over 2022
H 0
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Data are shown for a benchmark dollar-denominated Eurobond for each country, weekly data, last updated 11 May 2022.
Source: Bloomberg.
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Annex: Composition of Africa’s public debt by nation
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» General government debt, as
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Source: World Bank, Scope Ratings GmbH
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score| | About Scope Group

Scope SE & Co. KGaA is the holding company of Scope Group and the leading EU-based provider of independent ratings, research and risk analysis
solutions across all asset classes. The Scope Group is based in Berlin and has offices in Frankfurt, London, Madrid, Milan, Oslo and Paris. The
Scope Group has five fully-owned operating companies:

Scope Ratings

The leading European credit
rating agency, offers clients
opinion-driven, forward-
looking and non-mechanistic
credit risk analysis and
contributes to a greater
diversity of opinions for
institutional investors. Scope
Ratings is a credit rating
agency registered in
accordance with the EU rating
regulation and operating in the
European Union with External
Credit Assessment Institution
(ECAI) status.

Scope Risk Solutions

a provider of high-quality
credit risk solutions, enabling
market participants to
measure and manage credit
risk, providing capabilities to
extend their credit workbench,
and helping them to meet
regulatory requirements.
Scope Risk Solutions’
approach is fully aligned with
Scope Ratings’, incorporating
the same European
perspective as well as
quantitative and qualitative
consistency.

Scope Analysis

specialises in the analysis and
rating of mutual funds,
alternative investment funds,
asset management companies
and certificate issuers. Scope
Analysis offers opinion-driven
and forward-looking risk-
return research and monitors
risks on an ongoing basis.

Scope Investor Services

supports institutional investors
with the selection of asset
managers, funds and provides
portfolio strategies for indirect
investments. According to
quantitative and qualitative
criteria, funds from all asset
classes, investing in securities
and real assets, are considered
in the selection process.

Scope Insights

specialises in the preparation
and distribution of market
studies and comparative
analyses in the field of
investments, with a focus on
commenting on and assessing
the markets for bank bonds,
corporate bonds and debt
securities issued by public-
sector issuers.
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core | Disclaimer

“Scope Group” or "Scope” refers to the holding company “Scope SE & Co. KGaA” and its
subsidiaries “Scope Ratings GmbH" or “Scope Ratings”, “Scope Risk Solutions GmbH" or
“Scope Risk Solutions”, “Scope Analysis GmbH" or “Scope Analysis”, “Scope Investor
Services GmbH" or “Scope Investor Services” as well as “Scope Insights GmbH" or
“Scope Insights”, all headquartered in Lennéstrafde 5, D-10785 Berlin, Germany. All
entities are referred to as “Scope” hereinafter.

This presentation contains data and information of all types, which are subject to
copyright and/or trademark laws in favour of “Scope” or in individual cases also in
favour of third parties and/or companies. The latter is, especially, the case where in
terms of i.e. "selected key clients”, “mandates” and/or “track record” the name of the
respective (ex-)client of Scope and its trademark and/or company logo is shown for
informative and promotional purposes.

This presentation does not purport to be exhaustive and does not assume any liability
for its correctness. Scope therefore does not make any representations or guarantees for
the correctness and completeness of the information provided in the presentation.

The information and data supporting Scope’s products as i.e. reports, research, opinions
in general and, especially, ratings, rating reports, rating opinions and related research
and credit opinions originate from sources Scope considers to be reliable and accurate.
Scope cannot, however, independently verify the reliability and accuracy of the
information and data.

Scope's products as i.e. reports, research, opinions in general, and, especially ratings,
rating reports, rating opinions, or related research and credit opinions are provided “as
is” without any representation or warranty of any kind. Ratings and other related credit
opinions issued by Scope are, and have to be viewed by any party, as opinions on

relative credit risk and not as a statement of fact or recommendation to purchase, hold
or sell securities. Past performance does not necessarily predict future results.

Any report issued by Scope is not a prospectus or similar document related to a debt
security or issuing entity. Scope issues credit ratings and related research and opinions
with the understanding and expectation that parties using them will assess
independently the suitability of each security for investment or transaction purposes.

Scope’s credit ratings address relative credit risk, they do not address other risks such as
market, liquidity, legal, or volatility. Scope is not liable for any losses, claims, damages,
costs or injury (including, without limitation, legal fees) of whatever nature arising from
or in connection with (i) any incomplete, inaccurate or out-of-date information and/or
documentation provided to Scope, and/or (ii) any information and/or documentation
provided to Scope without authorization.

Scope also assumes no liability for the information underlying the sources of third
parties to which this presentation refers to at the affected point of the presentation
described therein as “source”.

This document does not constitute an offer. All the prices indicated are subject to VAT
at the prevailing rate.

If you should have any further questions on the topics discussed here, please contact
Scope Group, Lennéstrafde 5, 10785 Berlin, Germany, Phone +49 30 27891-0.
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