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Press Release No. 18/467 International Monetary Fund

December 10, 2018

IMF Executive Board Approves the US$19.5 Million Disbursement to Niger to
Strengthen Macroeconomic Stability

On December 10, 2018, the Executive Board of the International Monetary Fund (IMF)
completed the third review of Niger’s economic and financial program supported under the
Extended Credit Facility (ECF) framework. The completion of the review enables the
disbursement of SDR14.1 million (about US$19.5 million), bringing total disbursements
under the arrangement to SDR56.4 million (about US$78.1 million).

The Executive Board also approved the authorities’ request for a waiver of the
nonobservance of the performance criterion on domestic payments arrears clearance.

Niger’s three-year arrangement was approved on January 23, 2017 for SDR 98.7 million
(about US$134.04 million) in support of the authorities’ national plan for economic
development. It aims to enhance macroeconomic stability and foster high and equitable
growth, boost incomes and create jobs, while strengthening the foundations for sustainable
development. Due to unforeseen financing gaps that arise from security situation, struggling
uranium sector and food security needs IMF Executive Board agreed to increase the overall
amount of the ECF to SDR 118.44 million (about US$164.1 million, or 90 percent of Niger
quota).

Following the Executive Board’s discussion on Niger, Mr. Mitsuhiro Furusawa, Deputy
Managing Director and Acting Chair, issued the following statement:

“Niger’s overall performance in the first half of 2018 under the ECF-supported program was
satisfactory, with strong revenues and a lower than projected fiscal deficit. The
implementation of the structural reform agenda also progressed well.

“The program for 2019 is based on a realistic draft budget and macroeconomic framework.
Measures to mobilize domestic revenue and improve the quality of expenditure while
emphasizing social spending will support the move toward achieving the WAEMU
convergence criterion for the budget deficit in 2020. The authorities are committed to
eliminating all arrears by the end of the year and avoiding new ones in 2019.

Washington, D.C. 20431 e Telephone 202-623-7100 o Fax 202-623-6772 » www.imf.org
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“Niger’s medium-term prospects are encouraging, as several large-scale projects should help
raise economic growth over the medium term. It will be important to secure adequate local
content and a fair fiscal contribution from these projects. The program of structural reforms
aimed at building a more robust private sector and promoting financial inclusion has a pivotal
role to play in this regard. State-owned enterprise reform and efforts to strengthen
governance and anti-corruption measures will also be crucial. Sustained attention to gender
issues and to addressing demographic objectives will be important for longer-term
development.

“The continued vigilance on debt accumulation and the priority put on concessional
borrowing has helped Niger maintain a “moderate” rating for risk of public debt distress.
Strengthening and diversifying exports will help reduce vulnerability to commodity price
shocks.”
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NIGER

THIRD REVIEW UNDER THE EXTENDED CREDIT FACILITY
ARRANGEMENT, REQUEST FOR WAIVER OF
NONOBSERVANCE OF PERFORMANCE CRITERION, AND
REQUEST FOR AUGMENTATION OF ACCESS

EXECUTIVE SUMMARY

Context. Niger faces daunting development challenges, aggravated by terrorist
incursions, low uranium export prices, and climate change. Nonetheless, GDP grew by a
respectable 5 percent in the past two years. It should average 7 percent over the next
five years thanks to reforms, substantial donor support, several large-scale projects, and
a one-time boost from the projected commencement of crude oil exports in 2022.

Program performance. Program implementation has been broadly satisfactory. All
quantitative targets for end-March and end-June 2018 were met, except the clearing of
domestic payment arrears, but catching up with the end-December 2018 target remains
within reach. The structural reform agenda is advancing reasonably well.

The 2018 program. The focus stays on prudent fiscal policies for macroeconomic
stability. Budget implementation was bolstered by strong revenue performance, thanks
to a systematic buildup of revenue administration capacity and tail winds from one-off
revenues. The fiscal deficit and domestic financing declined faster than expected.

The 2019 program. Further consolidation, revenue mobilization, higher spending
quality, and more emphasis on social programs are key planks on the fiscal front. The
2019 draft budget is broadly in line with the program and a further step toward
meeting the WAEMU deficit norm in 2020. On the structural front, private sector
development is to be fostered by financial deepening, a better business environment,
and stronger governance and anti-corruption measures.

Risks. Results could be undermined by implementation challenges and deteriorating
security conditions. On the upside, reforms, donor funds, and several large-scale
investment projects could set off a stronger virtuous cycle.

Staff views. Staff supports the conclusion of the third review, which will result in the
disbursement of SDR 14.1 million, and the authorities’ request for an augmentation of
access to IMF resources from 75 of quota (SDR 98.7 million) to 90 percent of quota
(SDR 118.44 million).
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Approved By Discussions were held in Niamey from October 17 to 30, 2018. The
mission comprised Mr. Klingen (head), Ms. Ibrahim, Mr. Keller,

David Owen (AFR) Mr. Staines, Ms. Woldemichael, Mr. Cangul (Resident Representative),

and Johannes and Mr. Abdou (local economist) (all AFR). Ms. Canales (AFR) provided

Wiegand (SPR) administrative assistance at headquarters.
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ECONOMIC DEVELOPMENTS, PROGRAM
PERFORMANCE, AND OUTLOOK

1. The government enjoys a strong parliamentary majority and goodwill from donors,
but popular discontent limits room for maneuver. The 2016 elections gave President Issoufou a
strong mandate. But discontent with low living standards, limited job opportunities, tax hikes, and
the arrest of protesters are sparking CSO and student demonstrations. Niger also faces cross-border
terrorist incursions, the transit of Europe-bound migrants, low prices for its uranium exports, and
climatic shocks. Donors are stepping up their support.

A. Recent Developments and Program Performance

2. Economic developments in 2018 are broadly in line with program projections. Real
GDP growth should reach 5.2 percent thanks to strong activity in the construction and service
sectors and despite a maintenance halt at the oil refinery. Favorable rains augur well for the 2018
crop season, which will mostly impact growth in 2019. Inflation fell back from 5.4 percent in April to
3.1 percent in October, as the one-off factors that hit prices earlier in the year started to unwind: tax
and administrative price hikes, large purchases for the strategic food reserve, and higher import
prices following the collapse of the only bridge connecting Niger to Benin, the main seaport transit.
The 2017 current account deficit was revised up to 16.2 percent of GDP. It was mostly financed by
donors and foreign investors, but the overall balance of payments also turned negative. As a
WAEMU member, Niger has recourse to the union’s pooled reserves of 4.3 months of union imports,
which strengthened after euro bond placements by Cote d'Ivoire and Senegal in early 2018.
Financial deepening also supports economic activity, with both broad money and private sector
credit outpacing nominal GDP growth.

3. Fiscal consolidation has been ahead of schedule in the first half of 2018 and the
government should comfortably meet its annual program objectives for revenues, domestic
financing, and the deficit. The improvement in the basic balance deficit' and on the overall
balance deficit?> has been substantially stronger than envisaged. Both deficits are expected to end
the year lower than in 2017, at 2.8 percent and 4.4 percent of GDP, respectably, thanks to
overperforming revenues buttressed by conservative expenditure execution. Revenues rose a third
in the first half of 2018 over the same period in 2017. However, this was mainly due to one-off
factors, such as the sale of telecom licenses, an oil contract signing bonus, and a surge in non-cash
revenues reflecting the government’s contribution to donor-funded projects.? Underlying

" Domestic revenues less domestically-financed spending.
2 As defined by WAEMU. Adds grants less foreign-financed expenditures to the basic balance.

3 In Niger, counterpart funding to foreign-financed projects is typically provided in the form of tax relief (on
registration fees for contracts, on VAT obligations, and on income taxes). In the fiscal accounts, it is recorded on a
gross basis—as non-cash revenue (recettes d'ordre de paiement) and a matching entry on the expenditure side
under domestically-financed investment.
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performance was more muted, underscoring the continued need to better mobilize cash revenues to
establish a solid revenue basis for subsequent years.

4.

Domestic payment arrears clearance has fallen behind schedule. But the government

remains committed to clear the 0.8 percent of GDP in arrears, which remained at end-June, by year-
end. The smaller fiscal deficit and lower arrears clearance helped restrain domestic financing needs,
which are usually high in the first semester due to backloaded external budget support and which
have become difficult to satisfy in an again tightening regional bond market.

5.

Program performance through end-June 2018 has been broadly satisfactory:

All performance criteria (PCs) except the one on domestic payment arrears clearance have
been met. Through June, domestic budget financing remained below the program ceiling. No
external payment arrears were incurred. However, completion of a domestic payment arrears
clearance operation took longer than expected and the June target was missed by 0.1 percent of
GDP, for which the authorities are requesting a waiver for temporary non-observance. They are
committed to meeting the end-December PC of eliminating all arrears—an objective that
remains within reach.

All indicative targets were observed. Revenues outperformed their June target, helped by the
one-off factors. The basic fiscal deficit with and without grants, anti-poverty spending, and
exceptional expenditure stayed within program confines.

Compliance with structural benchmarks (SBs) has been mixed. Two out of four end-June
targets, the end-September target, and all recurrent SBs have been met:

o Good progress has been made with implementing the Treasury Single Account (TSA)—
85 percent of the eligible account balances are already transferred, and a plan has been
prepared for completing the process by end-2018.

o The new legislation on public-private partnerships (PPP) was submitted to Parliament
ahead of time. It has been promulgated.

o Regarding bankification, cash payments to large customs and tax offices have been
discontinued, but the whitepaper on bankification remains a work in progress so that,
overall, the SB was not met. The government plans to complete the whitepaper by the end
of the year (proposed reset SB for end-December 2018, MEFP 19).

o Regarding tax exemptions, the government furnished a whitepaper on streamlining tax
exemptions, but provided data on newly-granted discretionary tax exemptions to IMF staff
with a delay, meaning that, overall, the end-June benchmark was missed. However, the
government met the end-September benchmark on tax exemptions: it consolidated the
legal basis for exemptions into the General Tax Code, starting to streamline exemptions in
the process by discontinuing corporate income tax exemptions in the mining code and
curbing ministerial discretion in the investment code.

INTERNATIONAL MONETARY FUND 5
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o All recurrent SBs related to regular monitoring of budget execution, commitment and cash
planning, and debt management have been respected.

6. More generally, the government is steadily advancing its broad-based structural
reform agenda. This includes, for example, efforts to buttress capacity in the revenue
administrations; the implementation of digital information systems in and between the revenue
administrations and digital linkages between the Central Bank and the Treasury; preparation for a
broad reform of civil service human resource management; auditing of selected public
administrative entities and SOEs; keeping PPPs free of government financing commitments or
guarantees; advancing Niger's rating according to the World Bank’s Doing Business Index; and
outreach efforts to promote the National Gender Policy.

B. Outlook and Risks

7. Economic growth over the next five years could pick up to an annual average of
around 7 percent. This would be underpinned by the government'’s structural reform efforts and
several large-scale investment projects (see Annex). But activity remains subject to the vagaries of
weather conditions. Commodity prices and the regional security situation are downside risks. The
authorities broadly agreed with this assessment while noting that growth could be higher if the
large-scale projects triggered a virtuous cycle of domestic private-sector development.

8. Economic activity should receive a boost in 2019 and again in 2022. Growth in 2019
should rise to 6.5 percent, benefitting from a likely good harvest in the wake of the excellent 2018
rainy season, the start of several large projects, and mostly-private investments related to Niger's
hosting of the African Union summit in July. Projects include the development of additional oil
production capacity and construction of a pipeline through Benin that would allow crude oil exports
for the first time, a large cement factory, the construction of the Kandadji dam under a World Bank
project, various projects under the MCC, the refurbishment of the Niamey airport, and the
construction of several new hotels in the capital. Growth should jump to 11 percent in 2022 when
crude oil exports are scheduled to commence.

9. Inflation should return to below the 3 percent WAEMU ceiling during 2019. With the
currency union’s monetary policy based on the CFA franc's peg to the euro and temporary Niger-
specific effects fading, inflation should settle at around 2 percent going forward.

10. The current account is likely to first deteriorate before settling at a lower deficit. The
deficit is set to widen over the next few years to peak at 23 percent of GDP in 2020 as the large
projects and relatively strong growth draw in imports and the slump of uranium exports extends,
with only thriving artisanal gold exports providing a partial offset. But as the construction phase of
the large projects comes to an end and production commences, imports will be substituted, and
crude oil sales will boost exports. For 2023, the current account deficit is projected to be below

14 percent of GDP and to improve further thereafter.
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11. The government intends to stay the fiscal consolidation course. Revenue mobilization will
remain the main vehicle, but expenditure rationalization will also contribute and serve as a second line
of defense should revenues fall short. The overall deficit is targeted to decline from 4.5 percent of GDP
in 2019 to 3 percent of GDP in 2020, and to 2 percent of GDP in 2023 and onward. Larger fiscal
support for development and social outcomes will need to come primarily from greater efficiency and
quality of public spending. With foreign financing remaining substantial, the government would start
repaying domestic debt from 2020, thereby making room for banks to finance the private sector.

12. Moderate fiscal and external financing gaps are likely to emerge in 2019. As explained
below, they are the result of adverse shocks that would be difficult to offset through additional
consolidation measures or to finance in again tightening regional bond markets. Against this
background, the authorities are requesting an increase of access to IMF resources in the amount of
CFAF 15.5 billion (0.3 percent of GDP).

I POLICY DISCUSSIONS

Discussion revolved around the key objectives of the program and a policy agenda for 2019 to support
them: (i) preserving macroeconomic stability; (ii) broadening the revenue base; (iii) improving
expenditure quality; and (iv) brightening development prospects through structural reforms.

A. Preserving Macroeconomic Stability

13. Niger has made headway with fiscal consolidation, thereby strengthening
macroeconomic stability. The overall fiscal deficit is projected to decline more than programmed,
reaching 4.4 percent of GDP in 2018, compared to 6.1 percent of GDP in 2016. The government is
staying well within the program limit on contracting new external debt and prioritizes concessional
loans. Recently concluded PPPs are free of government financing or debt guarantees and governed by
new legislation that is in line with international standards. The full functionality of the Inter-Ministerial
Committee on Public Debt and Budgetary Support was restored earlier this year. The authorities are
also moving forward with centralizing public debt management in a dedicated unit at the Treasury
with a front-middle-back office structure. Once all domestic payment arrears have been cleared within
the 2018 budget, the arrears stock will be subject to a close-to-zero ceiling (proposed continuous
performance criterion, replacing past quarterly reduction targets, MEFP 119).

14. The new debt sustainability framework puts Niger’s risk for external and overall debt
distress at “moderate” (see Niger: Joint Bank-Fund Debt Analysis, November 2018). At 135 percent
and 39.5 percent in present value terms, external public debt-to-export and total public debt-to-GDP
ratios, respectively, remain comfortably below established thresholds. While indicators are set to
deteriorate slightly in the near-term as Niger absorbs the substantial funds pledged at the December
2017 donor round table, they are projected to improve in the longer run. Staff underscored that results
are contingent on the reforms built into the baseline, that negative commodity price shocks lead to
breaches of the external debt-to-export limits, and that the granular assessment shows that Niger has
limited space to absorb shocks. The authorities broadly agreed with this assessment while noting their

INTERNATIONAL MONETARY FUND 7
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efforts to diversify the export base and access to the pooled reserves of the currency union as
mitigating factors.

15. Fiscal policy envisaged for 2019 and 2020 is ambitious. Fiscal targets for 2019 are
essentially unchanged from the second program review, with a basic balance of -2.8 percent of GDP
and an overall balance of -4.5 percent of GDP—a substantial consolidation effort compared to the
fiscal program for 2018.4 The authorities submitted to Parliament a 2019 draft budget broadly in line
with the program. While authorized spending would be 0.3 percent of GDP higher than programmed,
the authorities have set aside the excess in a cabinet communication (prior action, MEFP 114). The
authorities now strive to meet the WAEMU convergence criterion for an overall deficit of no more than
3 percent of GDP in 2020—one year earlier than envisaged in the second review. Ongoing reforms of
revenue administrations and expenditure streamlining should help meet this objective, but additional
measures are likely necessary as part of the 2020 budget.

B. Broadening the Revenue Base

16. Revenue mobilization is a priority for accommodating both fiscal consolidation and
higher social spending and investment. In 2019, the headline number for fiscal revenues will suffer a
setback as one-off factors in 2018 expire, but underlying revenue performance is programmed to
strengthen by around 1 percent of GDP thanks to tax policy and tax administration measures.
Programmed at 15.9 percent of GDP, 2019 revenues would be 1.5 percent of GDP stronger than in
2017.

17. The 2019 draft budget comes with strong revenue measures. It mostly steers clear of
outright tax hikes for the general public to avoid affecting the poor and fueling further public
discontent. Instead, an estimated yield of 1 percent of GDP is generated by: partially reinstating the
tax on incoming international phone calls; substituting a banking tax for the VAT on the sector in
line with WAEMU requirements; bringing the receipts of the telecom regulator on budget;
simplifying the taxation of small businesses by raising the VAT threshold and expanding
presumptive taxation; stepping up the fight against petroleum smuggling with molecular marking of
products; intensifying tax arrears collection; and higher rates for presumptive taxes on small
businesses in an effort to bring the informal sector into the tax net.

4 However, owing to the likely overperformance in 2018, fiscal deficit targets for 2019 remain largely unchanged from
projected outturns for 2018.

8 INTERNATIONAL MONETARY FUND
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18. The authorities will push ahead with administrative reforms in customs and tax
departments, drawing on IMF technical assistance. Cooperation between administrations will
benefit from linking up their IT systems (proposed SB for end-March 2079, MEFP 116) and regular
meetings at the director level. Performance
plans, which are gaining traction and focus
attention on structural indicators, will be

Niger: Fiscal Revenue Measures, 2019

renewed for 2019 (proposed SB for end- CFAF Percent
January 2019, MEFP 116). Pressing ahead billion __of GDP
with ongoing reforms should also pay off, Telecommunication tax (TATTIE) 234 0.41
. . . Tax arrears collection 15.0 0.26
such as the transaction-price valuation of VAT threshold and presumptive taxation 5.8 0.10
. . _ £ Integrating telecom regulator 5.2 0.09
Impor‘ts, better follow up onnon fllers' Banking tax in lieu of VAT (TAFI) 5.0 0.09
defaulters, and audit findings; more risk- Marking of petroleum products 3.0 0.05
based inspection regimes with more Total 574 Lol

emphasis on post-clearance controls; and
fuller utilization of the capacities of new IT
systems.

Source: IMF staff estimates.

19. Rationalizing tax exemptions further remains an important task. Moving the legal basis
for all exemptions into the tax code, in the context of the 2019 draft budget law, was an important
preparatory step. A welcome beginning with cutting exemptions has also been made in the process,
but more substantive further cuts are needed going forward to strengthen revenues. The authorities
are committed to a further round of streamlining (proposed SB for end-June 2019, MEFP 116). However,
they are not yet ready to specify a target for the associated revenue gain, which will be set only in the
context of the fourth program review once analytical background work has advanced. To better guard
against fraud and misuse of the exemption regime, the government has recently set up a specialized
unit for better monitoring and enforcement.

C. Improving Spending Quality

20. The authorities and staff agreed that the quality of spending deserves more attention
to better support Niger’s development and social objectives within a tight resource envelope.
Supporting tools have been put in place, including program budgeting since 2018, a better
coordinated public investment program, projects related to food security and rural development
bundled under the 3N Initiative, and the TSA facilitating better cash management. Going forward, the
government plans to move toward multi-year budgeting and has requested a PIMA from the IMF to
boost the quality of investment-project selection. Budgets have become more realistic over time,
reducing the need to sequester authorized spending to compensate for revenue shortfalls, thereby
facilitating spending units’ planning.

INTERNATIONAL MONETARY FUND 9
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21. The 2019 draft budget makes a good start with revisiting spending programs. The
scrutiny of outlays on administration, goods and services, investment, and subsidies and transfers, and
the implementation of targeted retrenchments are welcome. Over the last few years, the government
has made efforts to protect social spending, and indeed scale up resources for rural development and
food security, despite large security outlays, which remain substantially above levels prior to the
emergence of tensions. That said, the proposed security allocation in the 2019 draft budget has not
been excluded from the expenditure streamlining exercise. This allows protecting social spending and
increasing investment despite a slight reduction of voted expenditure relative to GDP.

Niger: Spending Composition as Voted, 2011-19

(Percent of Total) (Percent of GDP)

B Security Blnfrastructure O Other @ Rural Development OHealth B Education B Security B Infrastructure O Other @ Rural Development [ Health B Education
100

90
80
70
60
50
40
30
20
10

0

2011 2012 2013 2014 2015 2016 2017 2018 2019 20Mm 2012 2013 2014 2015 2016 2017 2018 2019

Sources: Nigerien authorities; and IMF staff calculations. Sources: Nigerien authorities; and IMF staff calculations.

22. The authorities agreed to step up the tracking of social expenditure. From mid-2019,
they will put in place a system that monitors the execution of the main social spending programs,
check progress against performance targets set out in the program budget and share the findings with
IMF staff (proposed SB for end-June 2019, MEFP 118). The authorities attach the highest priority to
spending on education and health in view of their key roles for economic development, but they will
also include programs that are more directly geared toward poverty alleviation, such as cash transfers
and school lunch programs. Staff recommended carrying out a review of social programs thereafter as
the basis for reforms to enhance their efficiency.

23. The effort to make spending more efficient has further to go. While an in-depth public
expenditure review would be useful, even a cursory review of the spending composition suggests
room for improvement. For example, the 36 ministries and 12 other spending units in the budget, in
addition to around 150 public administrative establishments and SOEs, seem more than warranted
from an economic point of view. Allocation of resources across ministries should also be analyzed.

24. The government is taking welcome steps to improve fiscal transparency. This lays the
groundwork for an informed societal debate about spending priorities and the structure of taxation. A
first step was made with the on-line publication of the 2019 draft budget. The authorities are also
committed to make available a citizens’ budget, preliminary budget outcomes, and budget audits on a
timely basis.

10 INTERNATIONAL MONETARY FUND
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D. Structural Reforms

25. Staff and authorities concurred that building a stronger private sector is imperative for
Niger’'s economic development. The efforts of a dedicated team under the leadership of the President
to improve readings of the World Bank’s Doing Business indicators are paying off: Niger's ranking has
climbed considerably since 2014, including relative to regional peers, and FDI has recently picked up.
However, important drawbacks remain, such as frequent power outages, insufficient access to finance,
competition from the informal economy, an underfunded judiciary, or the absence of a proper VAT
refund system. In addition to tackling these challenges, the mission suggested deepening the dialogue
with the private sector and fostering entrepreneurship through more support for vehicles such as the
business incubator CIPMEN. In the context of the large projects now getting underway, it will be
important to secure a high local content and develop a work force sufficiently educated to provide the
local inputs.

26. Niger’s financial system seems stable but is shallow. Although an evaluation of banks
according to Basel Il and Il standards and a new chart of accounts is pending, the authorities expect
all banks to continue complying with prudential requirements. The just-released annual report of the
WAMU Banking Commission does not flag any particular concerns about financial stability in Niger.
Banks expressed little concern about non-performing loans and reported good loan expansion and
reasonable deposit growth. Rather than financial stability, the main concern is the shallowness of the
financial sector, with private-sector credit and deposits equivalent to only 16.1 and 14.4 percent of
GDP, respectively. Fledgling microfinance suffered a setback when the largest institution, ASUSU, was
placed under receivership in May 2018. The newly-created credit bureau remains largely dysfunctional,
reflecting problems with its IT platform.

27. Financial deepening is rightly high on the authorities’ agenda. The government is forging
ahead with bankifying fiscal payments. With the phasing-out of tax and custom duty payments in cash
nearing completion, salaries of government workers will be digitalized from January 2019. The
commission in charge of bankification will provide a whitepaper on next steps by year-end (proposed
reset SB for end-December 2018, MEFP 122). To open alternative financing channels, the tax treatment
of leasing has been clarified and a newly-issued decree should facilitate warrantage. The government
is also tackling Niger's low level of financial inclusion (Figure 5). It will launch a new strategy and
organize a round table to secure financing for its implementation (proposed SB for end-June 2019,
MEFP 123). In this context, mobile banking is an important opportunity not to be missed. The BCEAO
for its part is putting in place the union-wide support instrument for lending to SMEs.

28. The government is preparing steps to improve the performance and governance of
SOEs and public administrative entities. Results from five audits are expected to become available
in 2019. The government plans to follow up with restructuring plans and to leverage the insights for
improving the governance of SOEs and public administrative entities by strengthening the selection of
board members and putting more emphasis on financial and technical expertise. Staff encouraged
minimum requirements for independent directors on boards. The audits would also serve as a
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launching pad for initiating mergers among the 150 public administrative entities currently operating
in Niger.

29. The authorities pledged to build on recent progress with anti-corruption efforts and
improving governance. They underscored the recent strengthening of the institutional framework,
with the anti-corruption agency, HALCIA, referring cases directly to the judiciary and the
establishment of specialized courts for corruption and money laundering. In response to
shortcomings in implementation, an awareness campaign is underway to disseminate the new anti-
corruption strategy. HALCIA produces annual reports. The authorities pledged to raise their profile
by including case-tracking and publishing them on HALCIA's website. They also agreed to
strengthen the asset-declaration regime by submitting to Parliament legislation establishing a
framework for the implementation of the Constitutional asset-declaration obligations focusing on high-
level officials and strengthening enforcement by introducing sanctions for non-compliance with
asset declaration requirements (proposed structural benchmark for end-September 20719, MEFP 1124).
Rejoining the Extractive Industries Transparency Initiative (EITI) remains a goal. Regarding AML/CFT,
Niger will act upon the recommendations of the just-completed National Risk Assessment required
by the 2012 FATF standard.

30. The authorities remain committed to the objectives on gender equality and
demographics laid out in their Social and Economic Development Plan (PDES 2017-2021). It
targets a reduction of fertility from 7.3 children per women in 2015 to 5.63 in 2021 and a decline of
population growth from 3.85 percent to 3.06 percent, with better education of girls one of the key
avenues to achieve these objective, as well as to progress on gender equality. Staff shares the
authorities’ concerns about the weight that rapid population growth places on development and
advocated rapid reform implementation. In this context, the ongoing awareness campaign, including
for religious and traditional leaders, is an important step.

W AUGMENTATION OF ACCESS TO FUND RESOURCES

31. The authorities seek an augmentation of access to Fund resources under the ECF-
supported program. CFAF 15.5 billion (0.3 percent of GDP; SDR 19.74 million; 15 percent of quota)
added to the proposed disbursement under the fourth ECF review would close the external and fiscal
financing gaps that are likely to emerge in 2019. Debt sustainability and capacity to repay the Fund
would remain intact.

32. Financing gaps arise from shocks not anticipated at the time of the second review.
Security outlays are stubbornly high—still around 3.5 percent of GDP, compared to less than 2 percent
of GDP in 2011; the struggling uranium sector is taking its toll on fiscal revenues; net donor support is
increasing less strongly than anticipated despite reaching a record high of 11.2 percent of GDP; and
outlays for food security also exceeds predictions. This leaves public finances with higher financing
needs and the overall balance of payments in negative territory.
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33. The government is making strong efforts to contain the financing gap. Every effort is
being made to mobilize revenue and make up for the expiring one-off effects of 2018, with revenues
now expected to slightly top second ECF review projections. The government is also holding down
domestically-financed non-interest spending by cutting back administrative expenses and streamlining
several programs. These efforts safeguard the fiscal deficit targets set in the second ECF review despite
the shocks, but they cannot also offset the lower donor financing. There are limits to large reductions
in the overall spending envelope in the near term without jeopardizing key social programs—food
security spending alone accounts for 4.5 percent of GDP. The authorities explained that the
augmentation will allow for social spending that would otherwise not be possible.

34. Filling the financing gaps by tapping the regional bond market would be difficult. The
authorities have already revised their Treasury plans relative to the second ECF review (by 0.2 percent
of GDP). However, while regional financing conditions had eased somewhat in mid-2018 following the
euro bond issuance by Senegal and Cote d'Ivoire, they have started to tighten again with auctions for
longer-dated obligations recently undersubscribed and yields drifting up. Moreover, with large
redemptions looming next year, Niger will need to issue an unprecedented amount of obligations
even if the requested augmentation of access is granted. Financing for the government is particularly
strained in the first half of the year as the disbursement of budget support is heavily skewed toward
year end. To help address this issue, the augmentation of access is proposed to be added in full to the
proposed disbursement available as of end-April 2019.

PROGRAM MODALITIES

35. Program performance will continue to be assessed semi-annually. The prior action on
the submission of a 2019 budget to Parliament broadly in line with program objectives and the
issuance of a cabinet communication to set excess spending aside has been met. While the PC on
domestic payment arrears clearance for end-June 2018 has been missed, the authorities are
committed to be back on track by end-December 2018. Proposed quantitative performance criteria
and indicative targets for the newly-covered period March-September 2019 appear in Table 2 of the
MEFP. Existing, reset, and newly proposed SBs and recurrent SBs for December 2018 to September
2019 are set out in Tables 4 and 6 of the MEFP. With the committed clearance of all domestic
payment arrears by end-2018, the replacement of the quarterly reduction target by a continuous PC
guards against the reemergence of arrears. For the fourth review, program performance will be
assessed against end-December 2018 PCs and indicative targets, as well as all applicable SBs.

36. Niger’s capacity to repay the Fund remains adequate, but subject to risk, which
program measures seek to mitigate. Considering the strength of the program, and
implementation so far, Niger should have sufficient capacity to repay the Fund, including when
repayments peak at 1.5 percent of tax revenues in 2024-25 and at 1.3 percent of exports in 2021
(Table 8). Key risks are security developments, climatic shocks, and implementation capacity.
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37. Safeguards assessments are conducted at the level of the regional central bank
(BCEAO). The most recent assessment was completed in April 2018 and found a continuing strong
control environment.’

I STAFF APPRAISAL

38. The authorities’ implementation of the ECF-supported program has continued in a
satisfactory manner. All quantitative targets for end-March and end-June have been met, except
the one related to the clearance of domestic payment arrears. Structural reforms advanced
reasonably well. The authorities’ commitment to clear all remaining arrears as part of the 2018
budget execution and not to incur any new ones in 2019 is welcome.

39. The start of several large-scale projects is brightening the macroeconomic outlook.
They should lift annual average GDP growth over the next five years to some 7 percent, compared
to a historic long-term average of around 5.5 percent. To maximize the benefits for the local
economy, it will be important to secure adequate local content and a fair fiscal contribution from
these projects. The authorities’ determination to leave the financing of projects in the context of the
African Union Summit in July 2019 largely to the private sector and donor grants is commendable.

40. The 2019 draft budget is an important step toward meeting the WAEMU convergence
criterion for a fiscal deficit of no more than 3 percent of GDP. Revenue measures in the amount
of 1 percent of GDP together with concrete steps to improve revenue administration should help
substitute for the favorable one-off factors in 2018 and strengthen underlying performance. Steps
toward improving the quality of spending and putting more emphasis on social expenditure are
welcome but will need to be built upon in the years to come. In the new debt sustainability
framework, Niger retains its “moderate” rating for debt distress. The vulnerability to commodity
price shocks underscores the need to strengthen and diversify exports.

41. The strong structural reform program for 2019 aims at building a more robust private
sector. The program'’s focus is on financial deepening, better governance, and reforms of SOEs and
public administrative entities. Ongoing efforts to improve the readings of “Doing Business” indicators
are welcome but could usefully be supplemented with stepped-up regular dialogue with the private
sector. The government'’s efforts to keep girls in school longer will not only contribute to better
educational outcomes, but also help realize national gender equality and demographic objectives.

42. Staff supports the authorities’ requests for a waiver for the temporary non-observance of
the end-June 2018 performance criterion on domestic payment arrears clearance, the conclusion of
the third ECF review, and the increase of access to IMF resources from 75 percent to 90 percent of
quota. Despite the government’s own efforts and strong donor support, financing gaps in the wake
of adverse shocks would be difficult to fill with additional borrowing on regional markets. The
attached Letter of Intent (LOI) and Memorandum of Economic and Financial Policies (MEFP) set out
appropriate policies to achieve the 2019 program objectives.

> SM/18/56, paragraph 26 provides a fuller discussion.
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Figure 1. Niger: Recent Economic Developments and Outlook, 2013-23
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Figure 2. Niger: Fiscal Developments 2013-18
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Figure 3. Niger: GDP Composition and Output Volatility

The share of the extractive industries in GDP remains low and has further declined in response to the
lower international prices. The share of agriculture and livestock continues to dominate.

M Agriculture

= Lifestock and fishing

W Extractive industries

- Constructions, public
works

" Manufacturing

# Commerce

2 Transport

% Financial activities,

other services
| Water and electricity

W Government

2010 2017 Est. Indirect taxes
As a consequence, GDP growth is highly volatile Per capita GDP growth is highly volatile and, due to
and is driven by the impact of climatic shocks on high population growth, is on average low.
agriculture.
Real GDP growth Real per capita GDP growth
(Percent change, YoY) (Percent change, YoY)
14 30 11
12 25 9
20
10 7
15 - s an en o - - o - e e e e e e -
8 10 5
6 s s I
0
‘ 1 1 il
| BN
2 -1
-10
0 as 3
2 20 5
2008 2009 2010 2011 2012 2013 2014 2015 2017 2018 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
BBl Real GDP  ===Real agriculture (RHS) I GDP per capita (growth rate)

=== GDP per capita (average growth rate)
=== GDP (average growth rate)

Sources: Nigerien authorities; and IMF staff calculations.

INTERNATIONAL MONETARY FUND

17




NIGER

Figure 4. Niger: Tax Performance, 2014-18

(Cumulative values, December 2014 = 100, Nominal GDP discounted)
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Figure 5. Niger: Indicators of Financial Inclusion, 2010-17
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Table 1. Niger: Selected Economic and Financial Indicators, 2016-23

2016 2017 2018 2019 2020 2021 2022 2023
Est 2nd Proj 2nd ro Projections
) Review ) Review 9 )
(Annual percentage change, unless otherwise indicated)
National income and prices
GDP at constant prices 49 49 5.2 5.2 53 6.5 6.0 5.6 11.0 6.8
QOil production (thousand barrels per day) 17 18 18 18 20 20 20 20 70 90
GDP deflator 0.2 -0.1 38 33 19 24 19 20 14 20
Consumer price index
Annual average 0.2 24 39 33 20 24 2.1 2.0 20 2.0
End-of-period -22 48 24 29 20 2.2 2.0 2.0 20 2.0
External sector
Exports, f.o.b. (CFA francs) -49 129 9.2 6.3 11.0 1.7 9.2 8.1 513 15.8
Of which: non-uranium exports 79 20.0 171 185 122 152 12.0 103 56.3 177
Imports, f.o.b (CFA francs) -13.0 147 16.7 15.8 132 177 15.0 -37 53 6.4
Export volume -20 135 6.5 2.1 10.8 118 103 54 66.4 18.1
Import volume -14.1 10.2 139 127 11.0 164 138 -5.8 35 46
Terms of trade (deterioration -) -44 -4.2 -2.3 -1.7 -1.9 -0.7 -1.7 0.1 -104 -34
Government finances
Total revenue -16.2 5.7 18.0 238 10.2 5.6 15.1 11.8 19.6 115
Total expenditure and net lending -144 6.7 18.0 155 6.8 89 6.3 44 123 84
Of which: current expenditure -4.5 56 104 47 5.5 84 44 53 13 7.7
Of which: capital expenditure -234 78 264 274 8.1 93 8.0 37 132 89

Money and credit
Domestic credit
Credit to the government (net)
Credit to the economy
Net domestic assets
Broad money (percent)
Velocity of broad money (ratio)

Government finances
Total revenue
Total expenditure and net lending
Current expenditure
Capital expenditure

Basic balance (excluding grants)’
Overall balance (commitment basis, including grants)2

Gross investment
Of which : non-government investment
government
Gross national savings
Of which: non-government
Domestic savings

External current account balance
Excluding official grants
External current account balance (including grants)

Debt-service ratio as percent of:
Exports of goods and services
Government revenue

Total public and publicly guaranteed debt®
Public and publicly guaranteed external debt
NPV of external debt
Public Domestic debt®
Foreign aid

GDP at current market prices
GDP at current prices (annual percent change)

(Annual change, in percent of beginning-of-period broad money, unless otherwise indicated)

14.3
26.3
140
123

-4.2
-6.1

384
26.0
123
228
20.0
213

-174
-155

76
8.6

437
326
255
111
105

4511
5.2

144
26.8
14.1
12.7
-5.0
-5.7

40.2
275
12.7
240
20.1
215

-19.1
-16.2

52
6.2

493
324
231
16.8
106

4,726
4.8

183
52
13.1
183
12.0
0.0

140
15
125
140
74
0.0

132 101
15 -1.2
17 112
132 101
8.5 75
0.0 0.0

(Percent of GDP, unless otherwise indicated)

154
28.6
14.0
14.5

-4.0
-5.9

39.0
244
145
223
18.5
203

-19.2
-16.7

8.9
95

447
30.1
219
146
120

5217
9.2

164 158 159
285 284 284
136 13.8 135
149 146 149
-2.8 -2.7 -2.8
-44 -4.5 -4.5
430 404 455
28.1 257 305
149 146 149
238 225 244
18.2 180 188
220 205 222
-21.2 -204  -236
-19.2 -179  -211
79 6.4 9.2
8.0 6.8 9.8
50.5 46.1 50.8
34.0 317 349
225 224 237
16.5 144 158
12.0 128 129
(Billions of CFA francs)
5135 5601 5,600
8.6 74 9.1

16.9 176
280 271
13.1 128
149 144
-1.0 -09
-3.0 -2.7
478 438
329 294
149 144
245 244
17.5 167
224 225
-257  -216
-233  -194
78 8.6
79 84
498 483
36.1 36.6
246 250
136 118
129 113
6,051 6518
8.1 7.7

6.2 04
-22 -24
84 28
6.2 04
145 9.0
0.0 0.0
187 19.1
271 26.9
126 125
144 14.5
-0.2 -04
-2.1 -20
374 355
230 210
144 145
229 216
144 125
226 227
-164  -157
-145  -138
6.4 6.0
78 7.5
447 428
354 352
242 242
93 76
104 9.8
7,340 7,993
126 8.9

Sources: Nigerien authorities; and IMF staff estimates and projections.

" Revenue excluding grants minus expenditure excluding foreign-financed capital expenditure.
2 Revenue including grants minus expenditure; WAEMU anchor.
® Includes from 2017 onward debt associated with commercial PPPs, standing at some 4.5 percent of GDP and gradually being paid off through 2033.
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Table 2. Niger: Financial Operations of the Central Government, 2016-23
(In billions of CFA francs)

2016 2017 2018 2019 2020 2021 2022 2023
2nd . .
Est. . roj. . rog. Projections
Review Review
Total revenue ' 643.8 680.8 8033 8428 8852  889.8 1,023.8 1,1448 13689 1,525.7
Tax revenue 606.9 619.9 7282  766.5 7951 8340 955.7 11,0642 12717 14177
International trade 164.7 1722 2084 2159 2315 2444 2822 3170 3680 4167
Goods and services 239.0 233.8 279.5 3073 2974 3238 3629 4013 4815 5279
Income 156.2 1708 1940 1780 2137  206.1 246.1 2699 3366 3799
Other 47.0 431 46.3 65.3 52.5 59.7 64.5 76.0 85.6 93.2
Nontax revenue 279 48.6 61.8 65.7 74.5 39.0 483 52.8 66.0 73.9
Special accounts revenue 8.9 123 133 10.6 15.6 16.8 19.8 278 313 341
Total expenditure and net lending 1,187.9 1,267.1 14913 14629 1,592.8 1,592.8 16935 17685 19860 27151.9
Of which: domestically financed 8327 916.5 10133 9872 1,035.9 11,0476 1,0842 1,200.5 13862 15586
Total current expenditure 6313 666.9 7326  698.1 7729 7566 790.1 8316 9256  996.7
Budgetary expenditure 609.5 642.7 7088 6742 7473 7310 7633 8070 8980  966.6
Wages and salaries 265.1 269.7 276.4 2764 284.7 284.7 296.3 3132 349.6 3772
Materials and supplies 107.1 1120 1360 1150 1460  130.1 1406 1514 1690 1823
Other current expenditure 197.6 2153 2324 2196 2495 2419 2523 2693 3059 3331
Interest 419 47.0 63.9 63.2 67.1 743 74.1 73.1 73.5 74.0
Of which: external debt 184 164 234 23.1 193 26.8 29.1 32.7 36.0 39.7
Adjustments and fiscal expenditure -24 -14 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Special accounts expenditure 2 21.8 242 239 239 256 25.6 26.8 245 276 30.1
Capital expenditure and net lending 556.6 600.2 758.7 764.8 819.9 836.2 903.4 9369 1,0604 1,155.2
Capital expenditure 556.6 600.2 758.7 7648 8199 8362 9034 9369 1,0604 1,155.2
Domestically financed 2014 249.6 2807  289.1 2630 2910 2941 3689 4606 5619
Externally financed 355.2 350.6 4780 4757 5569 5452 6093 5680 599.8 5933
Of which: grants 204.0 201.0 2699 3075 3337 3347 362.5 3300 3459 3343
loans 151.2 149.6 208.1 1682 2232 2105 2469 2380 2539 2590
Net lending 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Overall balance (commitment including grants, WAEMU anchor) -273.9 -267.4 -3084 -228.1 -254.1  -2499 -1841  -1729 -157.1  -163.5
Basic balance ’ -188.9 -235.7 -210.0 -1444 -150.7  -157.9 -604  -55.7 172 -329
Change in payments arrears and float 19.0 -53.7 -29.2 -54.3 0.0 0.0 0.0 0.0 0.0 0.0
Of which: change in payment arrears 19.0 -53.7 -29.2 -54.3 0.0 0.0 0.0 0.0 0.0 0.0
Overall balance (cash) -525.1 -640.1 -7172  -6744 -707.6  -703.1 -669.7 -623.7 -617.1 -626.2
Financing 525.1 640.1 7172 6744 7076 6876 669.7 6237 6171 6262
External financing 4412 480.4 576.1 5740 681.5 6496 7313 6810 7033 7149
Grants 2703 319.0 3796 392.0 453.6 453.2 485.7 450.7 460.0 462.7
Of which : budget financing 66.2 118.0 109.8 845 1199 1185 1232 1207 1140 1284
Loans 2034 1829 2452 2224 263.7 2521 2923 2870 3068 3185
Of which: budget financing 52.2 333 37.1 54.1 40.5 41.6 454 49.0 52.8 59.5
Amortization -325 -21.5 -487  -403 -358  -55.7 -466  -567  -634  -66.3
Debt relief (incl. debt under discussion) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Domestic financing 84.0 159.7 1411 1004 26.1 38.0 -616  -574  -862  -887
Banking sector 11.6 105.1 27.0 59.8 25 19.0 209  -179  -354  -4438
IMF 6.6 19.2 17.3 20.7 154 16.1 19 -149  -170  -196
Statutory advances (including other advances) -8.2 -84 -8.7 0.0 -7.6 0.0 -3.6 -1.0 0.0 0.0
Deposits with BCEAO 31.0 -65.3 4.1 126 0.0 -1.1 0.0 0.0 -50  -100
Government securities net and others -17.8 159.6 143 26.5 -54 4.0 22.5 -2.0 -135 -15.2
Nonbanking sector 724 54.6 114.1 40.6 23.6 189 -825  -395  -508  -439
Financing gap (+) 0.0 0.0 0.0 0.0 0.0 15.5 0.0 0.0 0.0 0.0

Sources: Nigerien authorities; and IMF staff estimates and projections.

"Includes non-cash revenues of CFAF 35 billion in 2017, CFAF 125 billion in 2018, and CFAF 75.3 billion in 2019.

?The special accounts include the financing on the National Retirement Fund, Priority Investments Fund, and Fund for Continuous Professional Development.

* Revenues minus expenditure net of externally-financed capital expenditure.
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Table 3. Niger: Financial Operations of the Central Government, 2016-23
(In percent of GDP)

2016 2017 2018 2019 2020 2021 2022 2023
Est. 2n-d Proj. 2n.d Prog. Projections
Review Review
Total revenue ' 143 144 154 16.4 15.8 15.9 16.9 17.6 18.7 19.1
Tax revenue 13.5 13.1 14.0 14.9 14.2 14.9 15.8 16.3 173 17.7
International trade 37 3.6 4.0 4.2 4.1 44 47 49 50 52
Goods and services 53 49 54 6.0 53 5.8 6.0 6.2 6.6 6.6
Income 35 36 37 35 38 37 4.1 4.1 46 48
Other 1.0 0.9 0.9 13 0.9 1.1 1.1 12 12 12
Nontax revenue 0.6 1.0 12 13 13 0.7 0.8 0.8 0.9 0.9
Special accounts revenue 0.2 03 03 0.2 0.3 03 03 04 04 0.4
Total expenditure and net lending 26.3 26.8 28.6 285 284 284 28.0 271 271 269
Of which: domestically financed 18.5 194 194 19.2 185 18.7 179 184 189 195
Total current expenditure 14.0 141 14.0 136 13.8 135 131 12.8 12.6 12.5
Budgetary expenditure 135 136 136 131 133 131 126 124 122 121
Wages and salaries 59 57 53 54 5.1 5.1 49 4.8 4.8 47
Materials and supplies 24 24 26 22 26 23 2.3 23 23 23
Other current expenditure 44 46 45 43 45 43 42 4.1 42 42
Interest 0.9 1.0 12 12 12 13 12 1.1 1.0 09
Of which: external debt 04 03 04 04 03 0.5 0.5 0.5 05 0.5
Adjustments and fiscal expenditure -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Special accounts expenditure2 0.5 0.5 0.5 0.5 0.5 0.5 04 04 04 04
Capital expenditure and net lending 123 127 145 149 14.6 14.9 149 14.4 14.4 145
Capital expenditure 123 127 14.5 14.9 14.6 149 14.9 144 144 145
Domestically financed 4.5 53 54 5.6 4.7 5.2 49 57 6.3 7.0
Externally financed 79 74 9.2 9.3 9.9 9.7 10.1 8.7 82 74
Of which: grants 4.5 43 52 6.0 6.0 6.0 6.0 5.1 4.7 4.2
loans 34 32 4.0 33 4.0 38 4.1 37 35 32
Net lending 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Overall balance (commitment including grants, WAEMU anchor) -6.1 -5.7 -5.9 -4.4 -4.5 -4.5 -3.0 =27 -2.1 -2.0
Basic balance * -4.2 -5.0 -4.0 -2.8 -2.7 -2.8 -1.0 -0.9 -0.2 -04
Change in payments arrears and float 04 -1.1 -0.6 -1.1 0.0 0.0 0.0 0.0 0.0 0.0
Of which: change in payment arrears 04 -1.1 -0.6 -1.1 0.0 0.0 0.0 0.0 0.0 0.0
Overall balance (cash) -11.6 -13.5 -13.7 -131 -12.6 -12.6 -11.1 -9.6 -84 -78
Financing 116 135 137 131 12.6 123 111 9.6 84 78
External financing 9.8 10.2 11.0 1.2 122 11.6 121 104 9.6 89
Grants 6.0 6.7 73 76 8.1 8.1 8.0 6.9 6.3 58
Of which : budget financing 1.5 25 2.1 1.6 2.1 2.1 2.0 19 16 16
Loans 4.5 39 4.7 43 4.7 4.5 48 44 42 4.0
Of which: budget financing 12 0.7 0.7 1.1 0.7 07 0.8 0.8 0.7 0.7
Amortization -0.7 -0.5 -0.9 -0.8 -0.6 -1.0 -0.8 -0.9 -0.9 -0.8
Debt relief (incl. debt under discussion) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Domestic financing 19 34 27 20 0.5 0.7 -1.0 -0.9 -1.2 -11
Banking sector 0.3 22 0.5 1.2 0.0 0.3 03 -0.3 -0.5 -0.6
IMF 0.1 04 03 04 03 03 0.0 -0.2 -0.2 -0.2
Statutory advances (including other advances) -0.2 -0.2 -0.2 0.0 -0.1 0.0 -0.1 0.0 0.0 0.0
Deposits with BCEAO 0.7 -14 0.1 0.2 0.0 0.0 0.0 0.0 -0.1 -0.1
Government securities net and others -04 34 03 0.5 -0.1 0.1 0.4 0.0 -0.2 -0.2
Nonbanking sector 16 12 22 0.8 0.4 03 -1.4 -0.6 -0.7 -0.5
Financing gap (+) 0.0 0.0 0.0 0.0 0.0 0.3 0.0 0.0 0.0 0.0

Sources: Nigerien authorities; and IMF staff estimates and projections.
"Includes non-cash revenues of 0.7 percent of GDP in 2017, 2.4 percent of GDP in 2018, and 1.3 percent of GDP in 2019.
2The special accounts include the financing on the National Retirement Fund, Priority Investments Fund, and Fund for Continuous Professional Development.

3 Revenues minus expenditure net of externally-financed capital expenditure.
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Table 4. Niger: Monetary Survey, 2016-23

2016 2017 2018 2019 2020 2021 2022 2023

2nd ) 2nd
Est. . Proj.
Review

. Prog. Projections
Review

Net foreign assets
BCEAO
Commercial banks

Net domestic assets
Domestic credit
Net bank claims on government
BCEAO
Claims
Of which : statutory advances
Deposits
Commercial banks
Claims
Deposits
Credit to other sectors
Of which: credit to the private sector
Other items, net

Money and quasi-money
Currency outside banks
Deposits with banks

Net foreign assets
BCEAO
Commercial banks

Net domestic assets
Domestic credit
Net bank claims on the government
BCEAO
Of which : statutory advances
Commercial banks
Claims
Deposits
Credit to other sectors
Of which: credit to the private sector
Other items, net

Broad money

Memorandum items:
Velocity of broad money (Ratio)
Credit to the private sector
(Change, in percent)
(Percent of GDP)
(Percent of non-agricultural GDP)

GDP at current prices (annual percent change)

(Billions of CFA francs)

569.8 441.8 601.0 370.2 641.0 286.1 221.6 183.2 3172 4775
4584 357.7 505.9 286.1 543.9 201.9 1374 99.0 233.0 3933
1114 84.1 95.1 84.1 97.1 84.1 84.1 84.1 84.1 84.1
640.9 709.3 804.8 919.4 876.3 1,099.5 12823 14335 15332 1,540.1
909.5 1,012.8 9975 11,2229 1,069.0 11,4029 1,5858 1,737.0 1,836.7 18435
822 121.8 148.8 181.5 151.3 200.6 2214 2035 168.1 1233
58.1 47 174 38.0 253 53.0 514 355 135 -16.1
1199 130.6 139.2 151.4 1471 167.5 165.9 149.9 133.0 1134
125 9.7 6.8 6.8 38 38 0.8 0.0 0.0 0.0
-61.7 -125.9 -121.8  -1133 -121.8  -1144 -1144  -1144 -1194  -1294
241 117.0 1314 1435 126.0 1475 170.0 168.0 154.6 1394
168.6 261.2 275.6 287.7 270.2 291.7 3142 3122 298.8 283.6
-144.5 -144.2 -1442 1442 -1442  -1442 -1442  -1442 -1442  -1442
8273 891.0 848.8 11,0414 9178 11,2024 13644 15334 16686 17202
7074 741.4 738.0 826.2 806.9 925.0 10401 1,737 13323 15187
-268.7 -303.5 -192.8  -3035 -192.8 -3035 -3035 -3035 -3035 -3035

12107 1,151 14058 1,289.7 1,517.3 11,3855 15039 16166 18504 20175
598.7 490.1 682.2 549.1 736.4 589.9 640.3 688.3 787.8 859.0
612.0 661.0 7236 740.6 781.0 795.6 863.6 9284 11,0626 1,158.6

(Annual change, in percent of beginning-of-period broad money, unless otherwise indicated)

-1.9 -106 20 -6.2 28 6.5 -47 -26 83 87
22 83 12 62 27 6.5 -4.7 26 83 87
03 23 09 0.0 0.1 0.0 0.0 0.0 0.0 0.0
10.7 57 74 183 5.1 14.0 132 10.1 62 04
10.2 85 74 183 5.1 140 132 10.1 6.2 04
63 33 21 52 02 15 15 -1.2 22 24
26 44 1.0 29 06 12 -0.1 11 14 16
0.2 02 0.2 03 02 02 02 0.1 0.0 0.0
38 77 1.1 23 04 03 16 0.1 08 08
45 76 1.1 23 04 03 16 -0.1 08 0.8
08 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
38 53 53 13.1 49 125 11.7 11.2 84 238
56 28 42 74 49 77 83 89 98 10.1
05 29 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
87 49 95 12,0 79 74 85 75 145 2.0
37 4.1 37 40 37 40 40 40 40 40
97 49 79 115 924 120 125 12,9 136 14.0
157 15.7 14.1 16.1 144 165 172 180 18.2 19.0
193 194 172 19.7 174 202 210 219 217 226
5.2 48 92 8.6 74 9.1 8.1 77 126 89

Sources: BCEAQ; and IMF staff estimates and projections.
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Table 5. Niger: Balance of Payments, 2016-23
(In billions of CFA francs, unless otherwise indicated)

2016 2017 2018 2019 2020 2021 2022 2023
2nd . 2nd _—
Est. Review Proj. Review rog. Projections
Current account balance -700.4 -763.8 -870.2 -985.5 -1,003.3 -1,1816 -1,4100 -1,266.0 -1,067.7 -1,106.6
Balance on goods, services, and income -865.3 -986.1 -1,088.8 -1,190.1 -1,2350 -14244 -1,6688 -1,526.5 -1,328.7 -1,387.2
Balance on goods -405.4 -476.3 -5356 -616.7 -622.8 -769.5 -9328 -7926 -389.1 -2755
Exports, f.o.b 611.8 690.8 7346 7345 8154 82038 8966 969.6 14670 1,698.6
Uranium 177.7 169.8 1245 1170 1308 1092 99.7 90.9 933 82.0
(o]]] 913 1514 2054 20838 2285 2380 2616 2637 7085 8720
Other products 34238 3697 4047 4087 456.1 4736 5353 6150 6652 7446
Imports, f.o.b 10172 1,1672 12702 13512 14382 15903 18294 17623 1,856.1 1974.1
Food products 208.0 2634 2544 2949 3076 3182 3342 3456 3562 3672
Petroleum products 579 742 65.0 779 68.2 818 85.9 90.2 94.7 994
Capital goods 280.5 3239 4218 3941 4825 4920 5994 5392 5892 6407
Other products 472.7 505.7 5291 5844 5798 6982 8100 7873 8160 866.8
Services and income (net) -459.8 -509.8 -553.2 -5734 -612.2  -6549 -736.0 -7339 -9396 -1,111.7
Services (net) -363.0 -408.3 -4400 -463.2 -490.7 -5348 -606.1 -5940 -700.1 -7489
Income (net) -96.8 -1014 -1131 -1102 -1214 -1202 -1299 -1399 -2395 -362.8
Of which: interest on external public debt -184 -164 -234  -231 -193 -268 -29.1 -327  -360  -397
Unrequited current transfers (net) 164.9 2222 2186 2046 2317 2428 2588 2605 2609 2806
Private (net) 82.1 84.0 889  100.1 921 1046 1162 1207 1283 1340
Public (net) 828 1382 1297 1045 1395 1382 1426 1398 1326 1466
Of which: grants for budgetary assistance 66.2 1180 109.8 845 1199 1185 1232 1207 1140 1284
Capital and financial account 685.0 6358 8852 9139 10413 10820 13455 12276 12017 12669
Capital account 229.6 2344 3068 3546 3739 4118 4724 4588 4580 4637
Private capital transfers 259 334 369 471 40.2 49.8 543 63.7 65.3 67.5
Project grants 204.0 201.0 2699 3075 3337 3620 4181 3951 3927  396.1
Food Aid 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Nonproduced, nonfinancial assets -03 00 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0
Debt cancellation 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financial account 4554 401.5 5784 5593 6674 6702 8731 7688 7437 8032
Direct investment 155.7 175.5 2915 2708 3301 3857 5477 4370 4330 4433
Portfolio investment 99.1 19.8 249 344 26.7 375 385 415 304 24.8
Other investment 200.5 206.2 2620 2542 3107 2470 2868 2903 2803 3352
Public sector (net) 1709 1614 1965 1821 2280 1964 2457 2303 2434 2522
Disbursements 2034 1829 2452 2224 2637 2521 2923 2870 3068 3185
Loans for budgetary assistance 522 333 371 54.1 405 416 454 49.0 52.8 59.5
Project loans 1512 149.6 2081 1682 2232 2105 2469 2380 2539 2590
Amortization 325 215 487 403 358 55.7 46.6 56.7 634 66.3
Other (net) 296 44.8 65.5 721 82.7 50.6 412 60.1 37.0 83.0
Errors and omissions -6.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Overall balance -215 -128.0 150 -716 380 -99.7 -645  -384 1340 1603
Financing 215 1280 -15.0 71.6 -38.0 84.2 64.5 384 -1340 -1603
Net foreign assets (BCEAQ) 249 100.7 -15.0 71.6 -380 84.2 64.5 384 -1340 -1603
Of which:: net use of Fund resources 6.6 19.2 173 20.7 15.4 16.1 19 -149 -17.0 -19.6
Net foreign assets (Commercial Banks) -34 273 0.0 0.0 0.0 0.0 0.0 0.0
Rescheduling obtained 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financing gap 0.0 0.0 0.0 0.0 0.0 15.5 0.0 0.0 0.0 0.0
Memorandum items:
Current account (in percent of GDP) -15.5 -16.2 -16.7 -19.2 -179 =211 -233 -194 -145 -13.8
Current account (excluding grants; in percent of GDP) -174 -19.1 -19.2 -21.2 -204 -23.6 -25.7 -21.6 -16.4 -15.7
Trade balance (in percent of GDP) -9.0 -10.1 -10.3 -120 -11.1 -13.7 -154 -122 -53 -34
Overall balance (in percent of GDP) -0.5 =27 03 -14 0.7 -1.8 -1.1 -0.6 18 20
Pooled gross international reserves, WAEMU (in USD billion) ! 10.5 13.0 15.1
Pooled gross international reserves, WAEMU (in CFAF billion) ! 6,529 7,184 8,351
In months of next year's imports of goods and services ' 38 38 43
In percent of broad money 353 353
GDP at current prices 4,511 4,726 5217 5,135 5,601 5,600 6,051 6,518 7,340 7,993

Sources: Nigerien authorities; and IMF staff estimates and projections.
"Values for 2018 are for end-September 2018. All other years are end-December.
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Table 6. Niger: Balance of Payments, 2016-23
(In percent of GDP)

2016 2017 2018 2019 2020 2021 2022 2023
Est. 2nd Proj. rog. Projections
Review Review
Current account balance -155 -16.2 -167  -192 -179 211 -233 -194 -145 -138
Balance on goods, services, and income -19.2 -209 -209  -232 -220  -254 -276  -234  -18.1 -174
Balance on goods -9.0 -10.1 -103  -120 -11.1 -137 -154  -122 -5.3 -34
Exports, f.o.b 136 146 141 143 14.6 147 148 149 20.0 213
Uranium 39 36 24 23 23 20 16 14 13 1.0
Qil 20 32 39 4.1 4.1 43 43 40 9.7 109
Other products 76 78 78 8.0 8.1 85 88 94 9.1 93
Imports, f.o.b 22.6 24.7 243 263 257 284 30.2 27.0 253 24.7
Food products 4.6 56 49 57 55 57 55 53 49 4.6
Petroleum products 13 1.6 12 15 12 15 14 14 13 12
Capital goods 6.2 6.9 8.1 7.7 8.6 8.8 9.9 83 8.0 8.0
Other products 105 107 101 114 104 12.5 134 121 111 108
Services and income (net) -10.2 -10.8 -106  -112 -109 117 -122 -113 -128  -139
Services (net) -8.0 -8.6 -84 -9.0 -8.8 -9.5 -10.0 -9.1 -95 -94
Income (net) -2.1 -2.1 -22 -2.1 -22 -2.1 -2.1 -2.1 -33 -4.5
Of which: interest on external public debt -04 -03 -04 -04 -03 -0.5 -0.5 -0.5 -0.5 -0.5
Unrequited current transfers (net) 37 47 42 4.0 4.1 43 43 4.0 36 35
Private (net) 18 18 17 19 16 19 19 19 17 17
Public (net) 18 29 2.5 20 25 25 24 2.1 18 18
Of which: grants for budgetary assistance 15 25 2.1 1.6 2.1 2.1 20 19 16 16
Capital and financial account 15.2 135 17.0 17.8 18.6 193 222 18.8 164 15.9
Capital account 5.1 5.0 5.9 6.9 6.7 74 78 7.0 6.2 5.8
Private capital transfers 0.6 0.7 0.7 09 0.7 09 09 1.0 0.9 08
Project grants 45 43 5.2 6.0 6.0 6.5 6.9 6.1 54 5.0
Food Aid 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Nonproduced, nonfinancial assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Debt cancellation 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financial account 10.1 85 1.1 109 119 120 144 1.8 10.1 10.0
Direct investment 35 37 5.6 53 59 6.9 9.1 6.7 5.9 55
Portfolio investment 22 04 0.5 0.7 0.5 0.7 0.6 0.6 04 03
Other investment 44 44 5.0 5.0 55 44 4.7 45 38 42
Public sector (net) 38 34 38 35 4.1 35 4.1 35 33 32
Disbursements 45 39 4.7 43 4.7 45 48 44 42 40
Loans for budgetary assistance 12 0.7 0.7 1.1 0.7 0.7 0.8 0.8 0.7 0.7
Project loans 34 32 40 33 40 38 41 37 35 32
Amortization 0.7 0.5 09 0.8 06 1.0 08 09 09 0.8
Other (net) 0.7 0.9 13 14 15 09 07 09 0.5 1.0
Errors and omissions -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Overall balance -0.5 -2.7 03 -14 0.7 -1.8 -11 -0.6 18 20
Financing 0.5 2.7 -03 14 -0.7 15 11 0.6 -1.8 -2.0
Net foreign assets (BCEAQ) 0.6 2.1 -0.3 14 -0.7 15 1.1 0.6 -1.8 -2.0
Of which: net use of Fund resources 0.1 04 03 04 03 03 0.0 -0.2 -0.2 -0.2
Net foreign assets (Commercial Banks) -01 0.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Rescheduling obtained 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financing gap 0.0 0.0 0.0 0.0 0.0 0.3 0.0 0.0 0.0 0.0
Memorandum items:
Current account (in percent of GDP) -15.5 -16.2 -16.7 -19.2 -17.9 -21.1 -233 -19.4 -14.5 -13.8
Current account (excluding grants; in percent of GDP) -174 -19.1 -192 212 -204  -236 -257 -216  -164  -157
Trade balance (in percent of GDP) -9.0 -10.1 -103 -120 -11.1 -13.7 -154 -12.2 -53 -34
Overall balance (in percent of GDP) -0.5 =27 03 -14 0.7 -1.8 -1.1 -0.6 18 20
Pooled gross international reserves, WAEMU (in USD billion) ! 10.5 13.0 15.1
Pooled gross international reserves, WAEMU (in CFAF billion) ' 65292 71842 .. 83514
In months of next year's imports of goods and services ' 38 38 43
In percent of broad money 353 353

Sources: Nigerien authorities; and IMF staff estimates and projections.
"Values for 2018 are for end-September 2018. All other years are end-December.
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Table 7. Niger: Indicators of Financial Soundness, Dec. 2012-Dec. 2017

(In percent)

2012 2013 2014 2015 2016 2017 2017 2017 2017
Dec. Dec. Dec. Dec. Dec. Mar. Jun Sep. Dec.

Solvency Ratios

Regulatory capital to risk-weighted assets 175 162 162 135 139 111 12.5 148 16.8
Tier 1 capital to risk-weighted assets 175 157 144 77 135 107 122 144 16.4
Provisions to risk-weighted assets 104 121 130 126 121 131 14.1 132 14.0
Capital to total assets 10.5 9.6 9.0 7.6 8.9 73 74 10.5 94

Compostion and quality of assets

Total loans to total assets 600 575 542 570 581 563 5438 57.7 554
Concentration: credit to the 5 biggest borrowers to regulatory capital 1308 126.1 1088 1709 1445 2073 1239 94.7 98.8
Gross NPLs to total loans 171 164 17.6 15.5 17.7 19.2 19.0 20.8 18.8
Provisioning rate 54.6 674 66.8 714 66.5 69.1 69.7 67.1 66.1
Net NPLs to total loans 8.6 6.0 6.6 5.0 6.7 6.9 6.6 8.0 73
Net NPLs to capital 492 361 399 375 437 532 489 437 428

Earnings and profitability

Average cost of borrowed funds 22 2.0 20 13 2.2 2.2
Average interest rate on loans 105 101 9.7 6.1 8.8 84
Average interest rate (after taxes on financial operations) 83 8.1 77 48 6.6 6.3
After-tax return on average assets (ROA) 0.8 14 1.8 2.5 1.8 1.6
After-tax return on average equity (ROE) 74 126 205 260 195 154
Non-interest expenses to net banking income 545 515 498 518 565 59.3
Salaries and wages to net banking income 233 235 222 236 259 25.5
Liquidiy

Liquidity assets to total assets 325 303 292 314 300 270 276 292 292
Liquidity assets to total deposits 514 497 460 509 511 451 479 533 534
Total loans to total deposits 1047 1058 967 1040 1123 1083 1094 1223 116.0
Total deposits to total liabilities 632 610 635 617 587 599 577 54.8 54.6

Sight deposits to total liabilities 420 401 411 379 366 368 368 342 353

Term deposits to total liabilities 212 210 224 238 220 232 208 20.6 193

Source: BCEAO.
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Table 8. Niger: Indicators of Capacity to Repay the Fund, 2018-28

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

(In millions of SDRs, unless otherwise indicated)
Fund obligations based on existing credit
Principal 0.7 7.8 11.6 19.1 21.8 25.2 23.2 18.7 10.9 7.1 14
Charges and interest 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Fund obligations based on existing and
prospective credit
Principal 0.7 78 116 191 218 252 29.5 32.6 26.2 223 16.6
Charges and interest 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Total obligations based on existing and
prospective credit

SDR millions 0.7 7.8 11.7 19.1 219 253 29.5 32.6 26.2 22.3 16.7
CFAF billions 0.5 6.2 9.1 14.9 17.0 19.6 229 253 20.4 17.3 13.0
Percent of exports of goods and services 0.1 0.6 0.9 13 1.0 1.0 1.1 1.1 0.8 0.6 0.4
Percent of debt service' 0.5 4.4 5.1 84 8.2 8.5 9.3 9.7 74 5.8 39
Percent of GDP 0.0 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.2 0.2 0.1
Percent of tax revenue 0.1 0.7 1.0 14 13 14 1.5 1.5 1.1 0.9 0.6
Percent of quota 0.5 5.9 89 14.5 16.6 19.2 22.4 24.8 19.9 17.0 12.7

Outstanding IMF credit based on existing and
prospective drawings

SDR millions 161.0 201.1 2036 1845 1627 1375 108.1 75.5 494 271 104
CFAF billions 1263 1585 159.2 1439 1265 106.8 83.9 58.6 38.3 21.0 8.1
Percent of exports of goods and services 14.7 16.7 154 12.9 77 5.6 4.1 2.5 1.5 0.8 0.3
Percent of debt service' 1321 1122 88.9 80.7 61.0 46.4 34.0 22.5 14.0 7.1 2.5
Percent of GDP 2.5 2.8 2.6 2.2 17 13 1.0 0.6 0.4 0.2 0.1
Percent of tax revenue 16.5 19.0 16.7 13.5 9.9 7.5 5.5 35 2.1 1.1 0.4
Percent of quota 1223 1528 1547 1402 1236 104.5 82.1 57.4 375 20.6 79
Net use of IMF credit (SDR millions) 27.5 40.2 25 -191 -218 -252  -295 -32.6 -26.2 -223 -16.6
Disbursements 28.2 479 14.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Repayments and repurchases 0.7 7.8 11.6 19.1 21.8 25.2 29.5 326 26.2 223 16.6
Memorandum items:
Exports of goods and services (CFAF billions) 859 951 1,031 1,116 1,653 1,893 2,064 2,347 2,557 2,760 3,030
External debt service (CFAF biIIions)I 96 141 179 178 207 230 247 261 274 298 330
Nominal GDP (CFAF billions) 5135 5600 6,051 6518 7,340 7993 8599 9320 10071 10876 11,754
Tax revenue (CFAF billions) 767 834 956 1,064 1272 1418 1,530 1,662 1,796 1,945 2,114
Quota (SDR millions) 1316 1316 1316 1316 1316 1316 1316 1316 131.6 131.6 131.6

Source: IMF staff estimates and projections.

"Total external debt service includes IMF repurchases and repayments.

INTERNATIONAL MONETARY FUND 27




NIGER

Annex l. Big Investment Projects

1. Niger stands to benefit from several large projects, including in its hitherto
undeveloped natural resource sector. Some of them have been delayed for quite some time but
are now ready for implementation, and others are in the offing. In addition, a number of other
projects related to the hosting of the African Union summit in Niamey in July 2019 are already
underway, including extensive refurbishment of the airport and the construction of several hotels
under PPP arrangements.

2. Oil sector projects: The Chinese National Petroleum Company (CNPC) has been producing
about 20,000 b/d from the Agadem oil fields in the far South-East of Niger for refining in the
national refinery (SORAZ) in Zinder, some 600 km away, with products used for domestic
consumption and export. The government has now signed agreements with CNPC to further
develop the oil fields for an additional capacity of up to 100,000 b/d, at an estimated cost of
US$3.5 billion (37.5 percent of 2018 GDP), and the construction of a 2,000 km-long pipeline with
terminal refurbishment to Benin, of which two thirds in Niger, for crude oil exports (US$2 billion,
21.3 percent of 2018 GDP). The pipeline will be managed by companies set up by CNPC for this
purpose in the two transit countries with possible minority participation of the host governments.
CNPC is to finance these oil sector projects under terms and conditions that are still under
negotiations but are likely to resemble those of the 2007 Production Sharing Agreement based on
the Petroleum Code in force at the time. It is estimated that during the 3-year construction period,
the growth-enhancing local content is about 5 percent, providing a yearly growth effect of around
0.5 percentage points of GDP. Growth effects will be higher when production commences in 2022,
but the benefits for national income will be more muted and depend on additional fiscal proceeds
and domestic spill-offs. In the longer term, further new concessions in the Agadem fields have been
given to other oil companies, and their production could feed into the export pipeline.

3. Dangote Cement: The Nigerian Dangote conglomerate is initiating works on an integrated
and self-standing cement factory complex, based on local raw materials; it will consist of a clinker
plant, a cement factory, and a coal-fired power plant, for a total cement production of

4,500 ton/day, at an estimated cost of US$322 million (3.5 percent of 2018 GDP). Construction, with
limited local content, is scheduled for 2019-2021. Cement production will eventually cover domestic
needs and should allow for a cutback of imports and some exports.

4. Kandadji dam: This long-planned irrigation project on the river Niger is going to take off
now. The World Bank is leading the CFAF 155 billion (3 percent of GDP) dam construction project
over 3 years, with co-financing by other donors. Apart from the additional electricity supply, the
authorities have high hopes that the dam, together with other smaller irrigation projects, will
stimulate formal agricultural production and strengthen national food security.

5. Millennium Challenge Corporation (MCC) projects: Niger has qualified for
US$437 million-worth of MCC investment over 2018-2023 (4.6 percent of 2018 GDP), with project
implementation starting in earnest in 2019. Investment projects were selected mainly in agriculture
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and integrated social sectors, with a view to hold up local content. Thus, overall growth and poverty
relief of these projects may be relatively more significant than for the big investments.

6. Big projects present an opportunity for higher medium-term economic growth and
diversification. They are also a challenge for growth and balance of payments projections, in
particular during the construction phase. Imports of goods and services are expected to be very high
for complex and integrated projects built by private foreign investors, and economic risks are
substantial for a country with limited technical capacity. Macroeconomic returns critically depend on
production and cost sharing agreements and transfer pricing for oil sector investments, and on tax
and customs exemptions, including under the Investment and the Public/Private Partnership Codes,
that may also be negotiated for discretionary elements. The main economic policy challenges for the
Nigerien authorities consist in assuring a higher share of local content during construction and
production phases, control of production and cost data on petroleum operations, and a focus on
exemption constraint and revenue mobilization for sustainable spill-offs to the benefit of the poor
population.
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Appendix l. Letter of Intent

Niamey, November 21, 2018

Madame Christine Lagarde
Managing Director
International Monetary Fund
Washington DC, 20431

Madame Managing Director,

1. Niger continues to make notable progress in the context of its reform program
supported by the ECF arrangement. Real GDP growth should reach 5.2 percent in 2018, with the
crop season off to an auspicious start. It is expected to average just above 7 percent over the next
five years, reflecting several large investment projects, the development of a pipeline for crude oll
exports, and the hosting of the African Union Summit next year. Inflation should soon recede below
the 3 percent WAEMU norm as transitory effects run their course. The government will spare no
effort to meet the WAEMU convergence criterion for a fiscal deficit of at most 3 percent of GDP by
2020, ensuring debt sustainability and preserving Niger's moderate risk rating. This progress is being
made despite a tense security situation, low prices for uranium exports, and daunting human
development challenges.

2. Implementation of our ECF-supported reform program is broadly on track. All
performance criteria and indicative targets for end-June were met, except for the clearance of
domestic payment arrears, which we, however, still plan to complete by year end. Revenue
mobilization remains a key policy priority for improving upon the 2018 performance. More follow-
through at the administrative level is needed. Structural reforms also advanced.

3. The Government of Niger remains fully committed to its program objectives. It
recognizes the need to go beyond macroeconomic stability and improve the quality of public
spending, develop a stronger private sector, prioritize poverty reduction, and advance girls’
education. Efficient government spending is key in a context of limited resources. Developing the
private sector is indispensable for creating jobs and livelihoods for the rapidly growing labor force.
Tackling chronic poverty requires strong commitment and sizable domestic resources. Advancing
the education of girls and young women will not only make for a more educated labor force but will
also help achieve the government’s demographic objectives.

4. The government’s program for the remainder of 2018, 2019, and the medium-term is
detailed in the attached Memorandum of Economic and Financial Policies (MEFP). The
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government believes that the measures and policies set forth therein will serve to achieve the
established objectives. It stands ready to take any additional measures that may prove necessary
and will consult with the IMF on the adoption of such measures and before making changes to the
policies set out in the MEFP in accordance with the IMF’s policies on consultations. Timely
information needed to monitor the economic situation and implementation of policies relevant to
the program will be provided, as agreed under the attached Technical Memorandum of
Understanding (TMU), or at the Fund's request.

5. The Government of Niger requests an augmentation of access from 75 to 90 percent
of quota under the ECF arrangement to deal with external shocks. There is no letup in the
burden from the tense security situation and the uranium sector keeps disappointing. Together with
a softer-than-expected rise in donor support and stepped-up import-intensive investment, fiscal and
external financing gaps would emerge that are difficult to fill through additional borrowing on
regional markets or domestic spending cuts without jeopardizing much needed social spending. If
approved, the government would deploy the additional resources to strengthen social programs,
notably in health and education.

6. Considering the fulfillment of the prior action on submitting to Parliament a draft
2019 budget law broadly in line with the program described in the MEFP and additional
safeguards against overspending, progress made toward eliminating all remaining domestic
payment arrears by end-2018, and our resolve to implement the program, the Government of
Niger requests (i) a waiver for the non-observance of the end-June 2018 performance criterion on
domestic payment arrears clearance, (ii) the completion of the third program review, (iii) the
disbursement of the fourth tranche of SDR 14.1 million under the ECF arrangement, and (iv) an
augmentation of access by SDR 19.74 million to 90 percent of quota to be applied to the proposed
2019 disbursement available as of April 30, 2019. Performance criteria, indicative targets, and
structural benchmarks for 2019 are set out in Tables 2, 4, and 6 of the MEFP.

7. In keeping with our longstanding commitment to transparency, we agree to the
publication of the staff report, this letter of intent, the MEFP, and the TMU on the IMF's website.

Sincerely yours,

/s/

Massoudou Hassoumi
Minister of Finance

Attachments: |. Memorandum of Economic and Financial Policies.
[l. Technical Memorandum of Understanding.
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Attachment I. Memorandum of Economic and Financial Policies
of the Government of Niger

INTRODUCTION

1. This memorandum of economic and financial policies (MEFP) supplements and
updates the MEFPs signed on December 21, 2016, November 30, 2017, and May 15, 2018. It
describes recent economic developments, the macroeconomic outlook, progress with program
implementation, and policies for the remainder of 2018, 2019, and the medium-term. The program
supported by the Extended Credit Facility (ECF) arrangement is in line with the government's
Economic and Social Development Plan 2017-21 (PDES 2017-2021). Program priorities are focused
on: (i) maintaining macroeconomic stability; (ii) creating fiscal space through better revenue
mobilization and higher efficiency in public spending; (iii) improving public financial management,
including cash and debt management; (iv) supporting private sector and financial development; (v)
increasing transparency and governance, including in the mining and oil sectors; (vi) poverty
alleviation; and (vii) tackling demographic challenges, including by increasing school attendance of
girls.

RECENT ECONOMIC AND FINANCIAL DEVELOPMENTS

2. Recent economic developments are broadly in line with expectations at the time of the
previous program review. Real GDP growth should reach 5.2 percent in 2018, driven by the
construction and service sectors. Inflation remains higher than usual, averaging 3.4 percent at end-
September, reflecting administrative price and tax increases, purchases for the strategic food
reserve, and higher import prices in the wake of the collapse of the only bridge connecting Niger to
Benin, our main seaport transit. It should start coming down soon as these one-off factors dissipate.
Private sector credit is expanding at a good rate of just over 10 percent. The external current
account deficit of some 20 percent of GDP is larger than previously projected on revised data for
2017. Most of it is financed by donors and foreign investors, but an overall deficit of 1.4 percent of
GDP remains. As a WAEMU member, Niger has recourse to the union’s pooled reserves currently
standing at some 4.3 months of union imports.

3. Fiscal consolidation is progressing. Developments so far indicate that deficit targets could
be outperformed on conservative expenditure execution. Despite losing CFAF 32 billion from cuts in
telecommunication taxes, revenue collection has been stronger than programmed, helped by the
sale of telecom licenses, an oil contract signing bonus, and non-cash revenues related to donor-
funded projects. Performance plans for revenue administrations, the gradual rollout of transaction
valuation in customs, the removal of some tax exemptions, and efforts to strengthen the taxation of
the informal sector have been a good start. The clearance of domestic payment arrears has fallen
behind schedule, partly for operational reasons. However, with a strong push, clearing all arrears as
targeted by year-end remains within reach.
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PERFORMANCE UNDER THE ECF-SUPPORTED PROGRAM

4. All performance criteria (PCs) for end-June 2018 were met, except the one on the
clearing of domestic payment arrears. The PC on net domestic government financing and the
continuous PC on the avoidance of external payment arrears were respected. At CFAF 75.4 billion in
present value terms, the contracting of external debt during 2018 remains well within the envelope
of CFAF 225 billion for 2018. However, the delays in clearing domestic payment arrears led to a
breach of the end-June 2018 target.

5. All indicative targets (ITs) for end-June 2018 were also met, except again for domestic
payment arrears clearance. These relate to fiscal deficits, revenues, spending on poverty reduction,
and the ratio of exceptional expenditure to total spending.

6. The structural reform program moved forward, with three structural benchmarks (SBs)
met, good progress toward the remaining two, and fulfillment of the prior action.

e As a prior action for the completion of this review, government has submitted to Parliament a
2019 draft budget broadly in line with the program with additional assurances against
overspending, as further specified in paragraph 14 below.

e A new law on private-public partnerships was submitted to Parliament and has been
promulgated.

e Implementation of the treasury single account (TSA) progressed further, with less than
15 percent of the original amount in eligible accounts left to be transferred and an
implementation plan in place to achieve the end-2018 target.

e Regarding tax exemptions, the government has consolidated the legal basis for exemptions
into a dedicated piece of legislation as part of the 2019 draft budget law, also streamlining tax
exemptions by discontinuing the corporate income tax exemptions in the mining code and
curbing the Minister of Industry’s discretion for initiating the granting of tax exemptions.

e The government furnished a whitepaper on streamlining tax exemptions but provided data
on newly-granted discretionary tax exemptions to IMF staff with a delay.

e The government discontinued cash payments to the largest customs offices and the large
taxpayer office. A whitepaper on further bankification of fiscal payments will be furnished by
end-December 2018.

7. The government complied with all recurrent structural benchmarks in the second
quarter of 2018. Quarterly spending allocations are released within the first month, based on the
decisions of the Inter-Ministerial Budget Regulation Committee. Quarterly commitment plans with
corresponding cash and debt management plans were prepared. The Inter-Ministerial Debt
Management Committee met quarterly.
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8. More generally, the government is holding firm on and is steadily advancing its broad-
based structural reform agenda.

e Ongoing technical assistance, including from the IMF, is designed to strengthen capacity in the
tax and customs departments, with a view to supporting revenue mobilization.

o Computerization of the fiscal administration is progressing with the rollout of the SISIC
software in tax administration (DGI), increased utilization of ASYCUDA in the customs
department (DGD), the growing utilization of the customs interconnection with Benin and Togo,
and better electronic connections between the BCEAO and the Treasury Department.

e Preparatory work for human resource reform in government and a biometric census of
government employees is underway.

e Private audit firms have been contracted to examine five large public entities and enterprises.

e The government successfully attracted private investors to build infrastructure under PPP
contracts of the build-operate-transfer format, without government financing or guarantees.

e Improving the business environment with a focus on the areas covered by the World Bank's
“Doing Business” indicators continues to be a priority. Tax treatment of leasing is being clarified
with the 2019 draft budget law. A decree regulating warehouse receipt financing was issued in
July 2018. The BCEAO 's support scheme for lending to SMEs was launched earlier this year.

e The national demographic policy objectives are being supported by implementing the
National Gender Policy. Measures include awareness campaigns for religious leaders in parts of
the country to build consensus around keeping girls in school longer, thereby also reducing
early marriage and child bearing.

e To further strengthen governance, the anti-corruption agency, HALCIA, has stepped up
awareness campaigns across the country since April 2018, as part of the rollout of the National
Anti-Corruption Strategy.

ECONOMIC POLICIES FOR THE REMAINDER OF 2018

9. Fiscal policy in the remaining months of 2018 will focus on strengthening the revenue
base, fiscal structural reforms, and domestic payment arrears clearance. Continued expenditure
restraint will keep the deficit and domestic financing targets on track. A strong push will be made to
clear all remaining arrears and ensure that other payables do not become overdue. Revenue
administration reforms on the ground will be pushed forward with the help of performance plans.
To spur the tax arrears collection effort, posting the names of tax delinquents on the DGI's website
by end-2018 is under consideration. On the structural front, the phasing out of cash payments to tax
and custom offices and the transfer of eligible accounts to the TSA will continue to meet the existing
end-December 2018 structural benchmark. The whitepaper on the bankification of fiscal payments
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will be furnished by end-December 2018 (proposed reset structural benchmark for end-December
2018).

THE MACROECONOMIC FRAMEWORK FOR 2019 AND THE MEDIUM-
TERM

10. The economic outlook for 2019 and the medium-term is favorable. GDP growth should
receive a jolt in 2019 from hosting the African Union Summit and the large projects that it has
catalyzed, such as airport renovation, new hotels, and a modern conference center. They are either
privately or grant financed. Next year also marks the start of several other large projects, including
for additional oil production capacity and a pipeline for crude oil exports through Benin, a large
cement factory, the construction of the Kandadji dam under a World Bank project, and various
projects under the MCC. The government's reform efforts, together with economic potential from
large-scale investments, and assuming the commencement of crude oil exports from 2022, should
underwrite growth averaging just above 7 percent over the next five years. A turnaround in the
uranium sector is unlikely, but the artisanal gold sector is booming. As one-off factors dissipate,
inflation should fall back within the WAEMU norm. Private sector credit and broad money growth
are projected to outpace nominal GDP growth as the financial sector gradually deepens. The current
account will remain in sizable deficit until the envisaged crude oil exports commence.

11. Regarding public finances, the goal is to comply with the WAEMU deficit criterion by
2020, with another step toward fiscal consolidation planned for 2019. Revenue mobilization is
the main driver and raising spending efficiency will help to make the most of limited resources. The
distribution of spending allocations across spending units and functions will be more closely
scrutinized going forward, with a view to strengthening social spending and economic development.
Fiscal deficits will gradually decline, to 4.5 percent of GDP in 2019, 3.0 percent in 2020, and

2.7 percent in 2021. WAEMU's one-year derogation for meeting the deficit convergence criterion will
give Niger time to implement projects for which substantial donor financing has been pledged at
the December 2017 round table. Public debt will remain on a sustainable path, gradually declining
to some 43 percent of GDP by 2023, and Niger will preserve its "moderate” rating for debt distress.

12. The Government of Niger requests an augmentation of access to IMF resources to fill
external and fiscal financing gaps that are likely to emerge in 2019. Niger faces a number of
adverse shocks. The tense security situation continues to strain public finances, prices for uranium
exports have developed unfavorably, donor financing has not increased as strongly as foreseen, and
needs for social spending are high. The government would face difficulties to raise the additionally
required CFAF 15.5 billion in the regional bond market. It therefore requests an augmentation of
access under the ECF arrangement from 75 percent to 90 percent of quota (SDR 19.74 million), to be
added to the proposed disbursement available as of April 30, 2019.
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FISCAL POLICIES AND REFORMS FOR 2019

13. The fiscal program for 2019 is built around fiscal consolidation through both revenue
mobilization and expenditure restraint, along with steps to raise spending quality. The overall
and basic deficits would reach 4.5 percent and 2.8 percent of GDP, respectively, almost identical to
what was planned in the second program review. Measures worth 1 percent of GDP will boost
underlying revenues. Expenditure declines as a percentage of GDP, reflecting notably targeted
retrenchments and no general wage increase for government employees.

14. The 2019 draft budget submitted to Parliament is broadly in line with the fiscal
program. While spending authorizations are CFAF 17.1 billion (0.3 percent of GDP) higher, the
corresponding allocations will only be released to the extent that revenues overperform the
program. A communication will be made to government setting aside CFAF 17.1 billion in spending,
specifying the affected programs and ministries (prior action for completion of the third ECF-review).
In addition, the government stands ready to hold back more allocations should revenues fall short
of the program. As in the past and in line with the corresponding recurrent structural benchmark,
spending allocations will be released as appropriate in the first month of each quarter, after
consideration by the Inter-Ministerial Budget Regulation Committee.

15. The draft budget’s ambitious revenue objectives are backed by strong tax policy
measures:

e The partial reinstatement of the tax on incoming international calls, TATTIE, with a discount for
companies that purchase a 4G license, strikes a balance between revenue needs and sector
development. It is expected to yield CFAF 23.4 billion (0.4 percent of GDP).

e Substituting a dedicated financial sector tax, TAFI, for the VAT on banking services should
generate CFAF 5 billion (0.1 percent of GDP) in additional revenues. This reform also implements
a WAEMU directive.

e Revenue gains of at least CFAF 5.8 billion (0.1 percent of GDP) are expected from better taxing
the informal sector. Raising the VAT threshold and subjecting more small businesses to lump
sum taxation makes better use of scarce tax administration resources. In addition, lump sum
taxes are raised, and VAT under-reporters will be subjected to a turnover tax.

* Integrating the receipts of the telecommunication regulator, ARTP, into the general budget is
expected to yield another CFAF 5.2 billion (0.1 percent of GDP).
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16. A host of reforms in tax administration will help further underpin revenue
mobilization:

e The drive to collect tax arrears will be stepped up following the publication of the names of
major tax offenders. Collections are expected to double compared to 2018, yielding an
additional CFAF 15 billion (0.3 percent of GDP).

¢ Molecular marking of petroleum products, to begin in January 2019, will help tackle
widespread smuggling. It should generate at least CFAF 3 billion (0.05 percent of GDP) in
additional revenues.

¢ Performance plans for DGI and DGD will be better leveraged. Compliance with the 2018 plans
will be closely scrutinized and enhanced plans will be put in place for 2019 (proposed structural
benchmarks for end-January 2019). Performance indicators will be refined, corresponding
responsibilities will be more clearly assigned within administrations, and monitoring of
compliance will become more frequent. Plans will again include at least five indicators covering
administrations’ key functions, set ambitious numerical quarterly targets for the indicators, and
assign responsibility within the administrations at the functional level.

e Revenue performance will also benefit from better cooperation between DGD and DGI. The
link between the administrations’ IT systems, ASYCUDA and SISIC, will be operational from
March 2019 (proposed structural benchmark for end-March 2019), allowing ready access to
pertinent information such as tax identification numbers and tax filings. In addition, regular
meetings between DGD and DGl at the director level will be instituted with a view to identifying
joint actions to improve revenue performance and enlarge the revenue base.

e The streamlining of tax exemptions and their improved administration holds potential.
Legislation to reduce revenue forgone from exemptions will be submitted to parliament in June
(proposed structural benchmark for end-June 2019). The targeted revenue gains from this
measure will be agreed with IMF staff ahead of time. There is also a need to reduce leakage from
tax exemptions granted to NGOs, subcontractors, and other beneficiaries. The operations of the
special unit recently established in DGD to improve the management of exemptions will be
ramped up.

e The implementation of transaction valuation of imports and move to a more risk-based
inspection regime at DGD with heightened emphasis on post-clearance audits will continue.

17. On the expenditure side, the focus is on raising spending quality, with the 2019 draft
budget delivering a first installment. The goal is better outcomes and better services from
government activity despite expenditure containment. Program budgeting, which is now in its
second year, supports this effort. More concretely, the 2019 draft budget incorporates a host of
targeted expenditure cuts, following a review of spending programs with no sector sacrosanct.
Moreover, the share of social spending will start to rise according to the 2019 budget. The
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government will, for example, scale up the school lunch program and the cash transfer program and
monitor progress in coverage.

18.

Beyond the 2019 draft budget, four major avenues for improving government

efficiency are being pursued:

19.

38

Civil service reform, supported under the World Bank’s PCDS project, is well underway. By end-
2019, a new civil service law should be in place that emphasizes performance-based
management, ethics in civil service, and better human resource management. A call for tender
offers to conduct a biometric census of civil servants and contractual government workers
closed in November 2018 and a unified database is targeted to be in place in mid-2019.

Audits of five major public administrative entities and state-owned enterprises should be
completed by end-2018 and the government will develop concrete reform plans thereafter. This
exercise will be levered into broader governance reforms. New legislation would strengthen
supervisory boards by reforming the selection of its members, emphasizing the financial and
technical aspects of oversight. The audits would also provide a launching pad for the
rationalization of public administrative entities, building on the recent report by a government
committee on subsides to such entities.

Despite considerable progress on food security under the 3N program (Nigeriens feed
Nigeriens), social issues remain a pressing issue. The government is committed not only to scale
up programs, but also ensure efficient delivery. To this end, the government will closely monitor
the execution of the main programs, including spending and progress toward achieving
objectives. A tracking system will be put in place by mid-year and results shared with IMF staff
(proposed structural benchmark for end-June 2019).

Increased reliance on public-private partnerships (PPPs) within the new legal PPP framework
will take off pressure on scarce public resources. The focus will remain on build-operate-transfer
projects free of government financial contributions or guarantees. We will also keep close tabs
on exemptions granted in the context of PPPs and will publish the conventions for PPPs, as well
as other large private investment projects, on the Ministry of Finance’s website for those signed
since the beginning of 2018.

The government remains committed to improving debt and cash management:

Avoiding the re-emergence of domestic payment arrears after their clearance at end-2018 is of
utmost importance. From 2019 onward, the stock will be subject to a close-to-zero ceiling
(proposed continuous performance criterion from January 2019).

TSA implementation is entering its final stretch and all remaining eligible accounts will be
transferred by end-2018, thereby overperforming on the associated structural benchmark. The
opening of new accounts by public entities at banks will be strictly forbidden, compliance
monitored, and banks and public entities sanctioned in case of violations. The competent
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government authorities will push ahead with remaining tasks, such as upgrading the TSA
account structure, making the Treasury’s newly established banking unit operational, digitalizing
Treasury banking services, and upgrading the electronic interfaces between the Treasury and the
BCEAO.

e The government remains committed to preserving the upgraded functionality of the Inter-
Ministerial Committee on Public Debt and Budgetary Support. Quarterly meetings will
continue to be held, compliance with procedures for the selection of projects will be validated,
and its decisions, notably regarding newly-approved loans, will be reported in the quarterly debt
management reports as set out in the associated recurrent structural benchmarks.

e Consolidating the management of all public debt in a dedicated unit at the Treasury with a
front-middle-back office structure remains an important objective. The recent organizational
change that attaches debt management to the Directorate of Financial Operations and Reforms
of the Ministry of Finance is only an interim step.

20. Finally, fiscal transparency will be upgraded, not least to improve communication with
the public. In a break with the past, this year's draft budget was published when it was submitted to
parliament. Additional steps include the preparation and publication of a citizen budget in January
2019 and the publication of preliminary budgetary outcomes for 2018 in the first quarter of 2019,
ahead of the presentation of audited accounts to Parliament in late 2020.

STRUCTURAL REFORMS

21. Developing a strong private sector is indispensable for a lasting increase of living
standards and job creation. Over the last couple of months, Niger has made considerable progress
in attracting foreign investors, but development of a strong independent domestic private sector
remains work in progress. The government will push ahead with its focused effort to improve the
readings of the World Bank’s Doing Business Indicators but will also tackle other impediments for
businesses. Monitoring of key indicators, such as the frequency of power outages, the availability
and quality of communication services, customs clearance times, export certificates, or VAT refunds,
will be stepped up. Developing reforms that tackle such bottlenecks directly or indirectly is
paramount. It is also important to review and possibly consolidate the various government
institutions and programs tasked with promoting the private sector.

22. Deepening Niger’s shallow financial system should help provide critical financing and
banking services to the private sector. To this end the government is bankifying its own activities.
With cash payments at DGD almost completely phased out and DGI not far behind, attention is now
shifting to salaries of civil servants and government workers. Those are planned to be paid via bank
transfers or mobile money from January 2019. A commission for bankification is in place. A
whitepaper on bankification will be provided by end-December 2018 (proposed reset structural
benchmark for end-December 2018). Phasing out salary payments in cash to civil servants and
government workers is envisaged from the beginning of 2019.

INTERNATIONAL MONETARY FUND 39



NIGER

23. Financial inclusion remains an important objective. Microfinance experienced a setback
when the largest institution was put under receivership in May 2018, with a restructuring plan now
under preparation. Capacity and governance issues, as well as funding challenges, in the sector need
addressing. The supervisory body, ARSM, is using new tools with a view to consolidate the sector
and restore trust. The government will present a new financial inclusion strategy and convene a
donor round table to secure financing for its implementation in the first half of 2019 (proposed
structural benchmark for end-June 2019). It will also push ahead with developing mobile banking,
working with the telecommunications sector to lay the physical infrastructure.

24. Improving governance remains high on the policy agenda. Following the strengthening
of the institutional and legal frameworks against corruption, implementation is now the main
challenge. HALCIA will publish its annual reports on its website going forward, which will include a
list of the cases that it has taken up and the tracking of their progression through the judicial
system, and the fund to help finance HALCIA will be established as mandated by law. In addition, the
legal framework for asset declarations will be clarified by submitting to parliament draft legislation
in consultation with IMF staff covering high-ranking government officials and by strengthening
enforcement through sanctions for non-compliance (proposed structural benchmark for end-
September 2019). The government will also redouble its effort to rejoin the Extractive Industry
Transparency Initiative (EITI), if possible still in 2018. Regarding AML/CFT, Niger will act upon the
recommendations of the just completed National Risk Assessment required by the 2012 FATF
standard.

25. The government is committed to addressing Niger’'s demographic challenges to attain
the objectives laid out in the PDES 2017-2021. Leveraging the updated National Gender Policy
and the decree on the Education of Girls, awareness campaigns, geared toward religious leaders and
the public at large, will be stepped up. The donor community will be invited to expand various
projects in the areas of gender and demographics. There are also important synergies between
social protection spending on the one hand and demographic and gender issues on the other. For
example, an expanded school lunch program would help keep girls in school longer, thereby
discouraging early marriage and child bearing.

PROGRAM MONITORING

26. In view of the progress made in implementing the ECF-supported program and the
policies envisaged under the MEFP, the government requests a waiver for non-compliance with
the end-June 2018 target on the clearance of domestic payment arrears, the approval of the third
review under the arrangement, and the disbursement of SDR 14.1 million. The government also
requests an augmentation of access to IMF resources from 75 percent to 90 percent of quota to be
added to the proposed disbursement available as of April 30, 2019 under the ECF arrangement.

27. Program monitoring will be based on performance criteria (Tables 1 and 2) and
structural benchmarks (Tables 4 and 6). The authorities will provide IMF staff with the statistical

40 INTERNATIONAL MONETARY FUND



NIGER

data and information identified in the attached Technical Memorandum of Understanding, and any
other information they deem necessary or that IMF staff may request for monitoring purposes.

28. The program will be monitored through semiannual reviews. The fourth and fifth
program reviews are expected to take place at or after end-April 2019 and at or after end-October
2019, respectively.
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Table 1. Niger: Quantitative Performance Criteria and Indicative Targets (March — December 2018)
(Billions CFA Francs)

End-Mar. 2018
Indicative Targets

End-Jun. 2018

Performance Criteria

End-Sept. 2018
Indicative Targets

End-Dec. 2018
Performance Criteria

Prog. Actual Status Prog. Actual Status Prog. Actual Status Prog. Actual Status
A. Quantitative performance criteria and indicative targets’
(Ceiling on the cumulative from beginning of year)
Net domestic financing of the government, without IMF net financing 46.1 70.6 140.4 123.8
Adjustment for shortfall in external budget support 0.0 0.0
Adjustment for shortfall/excess of arrears clearance in 2018 -33 -7.4
Adjusted net domestic financing criteria 2 42.8 -13.2 Met 63.2 47.6 Met 140.4 123.8
Change in domestic payment arrears of government obligations™* -15.0 -30.0 -45.0 -64.7
Adjustment for overperformance in 2017 10.3 103
Adjusted domestic payment arrears of government obligations -4.7 -1.4 Not met -19.7 -12.3  Not met -45.0 -64.7
Memorandum items:
External budget support® 0.0 23.2 23.0 26.7 68.4 146.9
B. Continuous quantitative performance criteria
(Ceiling)
Accumulation of external payments arrears 0.0 0.0 Met 0.0 0.0 Met 0.0 0.0
New external debt contracted or guaranteed
by the government with maturities of less than 1 year ° 0.0 0.0 Met 0.0 0.0 Met 0.0
New non concessional external debt contracted or guaranteed
by the government and public enterprises with maturities of 1 year or more ” 0.0 0.0 Met 0.0 0.0 Met 0.0
Present Value (PV) of new public and publicly-guaranteed external debt contracted na 75.4 n.a. 225.0
from January 1, 2018
C. Indicative Targets
(cumulative for each fiscal year)
Basic budget balance (commitment basis, excl. grants), floor* -61.2 12.0 Met -123.5 -6.7 Met -169.7 -210.0
Basic budget balance (commitment basis, incl. budget grants), floor * -61.2 35.2 Met -100.5 20.0 Met -132.4 -100.3
Total fiscal revenue, floor 172.7 192.2 Met 369.5 440.0 Met 567.0 803.3
Spending on poverty reduction, floor 108.0 115.3 Met 2379 300.1 Met 3459 538.4
Ratio of exceptional expenditures on authorized spending (percent), ceiling ® 5.0 4.4 Met 5.0 2.8 Met 5.0 5.0

Sources: Nigerien authorities; and IMF staff estimates and projections.
Note: The terms in this table are defined in the TMU.

1 Program indicators under A and B are performance criteria at end-June and end-December; indicative targets otherwise.

2 The ceiling on domestic financing of the budget will be adjusted if the amount of disbursements of external budgetary assistance, as defined in footnote 4, falls short of program forecasts.
If disbursements are less than the programmed amounts, the ceiling will be raised pro tanto, up to a maximum of CFAF 30 billion at the end of each quarter of 2018.

Net domestic financing of the government will also be adjusted up (down) for any excess (shortfall) in domestic payment arrears clearance. The upward adjustment is capped at CFAF 30 billion.

3 Minimum; for the PC/IT on the reduction in domestic payments arrears, negative sign means a reduction and positive sign means an accumulation. Targets will be adjusted for over- and

underperfomance in 2017, subject to a cap of zero. Updated adjustment amount to account for revisions to 2017 data after the second review of the ECF arrangement.

4 Corrected indicative target for September 2018. Targets inadvertantly shown on a non-cumulative basis in the second review of the ECF arrangement. Now correctly shown on a cumulative basis.

5 External budgetary assistance (excluding net financing from the IMF).
6 Excluding ordinary credit for imports or debt relief.
7 Excluding debt relief obtained in the form of rescheduling or refinancing.

8 Maximum, exceptional expenditures refer to payment made by the treasury without prior authorisation, excluding debt service payments and expenditures linked to exemptions.
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Table 2. Niger: Quantitative Performance Criteria and Indicative Targets (March — December 2019)
(Billions CFA Francs)

End-Mar. 2019 End-Jun. 2019 End-Sept. 2019 End-Dec. 2019
Indicative Targets Performance Criteria Performance Criteria Projections
Prog. Actual Status Prog. Actual Status Prog. Actual Status Prog. Actual Status

A. Quantitative performance criteria and indicative targets’

(Ceiling on the cumulative from beginning of year)

Net domestic financing of the government, without IMF net financing 69.7 74.0 11341 219

Adjustment for shortfall in external budget support
Adjusted net domestic financing criteria 2
Memorandum items:
External budget support? 0.0 282 28.2 160.1

B. Continuous quantitative performance criteria

(Ceiling)

Accumulation of external payments arrears 0.0 0.0 0.0 0.0

Stock of outstanding domestic payment arrears on government obligations 5.0 5.0 5.0 50

Present Value (PV) of new public and publicly-guaranteed external debt contracted 225.0 225.0 225.0 225.0

from January 1, 2019

C. Indicative Targets

(Cumulative from beginning of year)

Basic budget balance (commitment basis, excl. grants), floor -56.1 -99.0 -124.7 -157.9

Basic budget balance (commitment basis, incl. budget grants), floor -56.1 -70.8 -96.5 -394

Total fiscal revenue, floor 195.2 417.6 652.1 889.8

Spending on poverty reduction, floor 150.7 3014 452.2 602.9

Ratio of exceptional expenditures on authorized spending (percent), ceiling* 5.0 5.0 5.0 5.0

Sources: Nigerien authorities; and IMF staff estimates and projections.
Note: The terms in this table are defined in the TMU.
1/ Program indicators under A and B are performance criteria at end-June and end-September, indicative targets for end-March, and projections for end-December.
2/ The ceiling on domestic financing of the budget will be adjusted if the amount of disbursements of external budgetary assistance as defined in footnote 3 falls short of program forecasts.
If disbursements are less than the programmed amounts, the quarterly ceiling will be raised pro tanto, up to a maximum of CFAF 30 billion.
3/ External budgetary assistance (excluding net financing from the IMF).
4/ Maximum, exceptional expenditures refer to payment made by the treasury without prior authorization, excluding debt service payments and expenditures linked to exemptions.
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Table 3. Niger: Recurrent Structural Benchmarks for the Program, June - September 2018

Measure Timetable Macroeconomic
Rationale

Release the quarterly budget allocation Quarterly Met for Q2 Improve budget and

in the first month of each quarter based cash flow

on the proposal of the regulation management.

committee.

Prepare a quarterly commitment plan Quarterly Met for Q2 Improve budget and

consistent with the corresponding cash cash flow

plan. management.

Prepare quarterly debt management Quarterly Met for Q2 Improve debt

reports to be validated by the National management.

Public Debt Management Committee.

Hold at least monthly meetings of the Quarterly Safeguard control

Inter-Ministerial Debt Management from Q3 over the contracting

Committee. Publish its decisions, a list of | onward of new public debt.

newly approved loans, and the view
taken by the Ministry of Finance in the
quarterly debt management reports.

44 INTERNATIONAL MONETARY FUND




NIGER

Table 4. Niger: Recurrent Structural Benchmarks for the Program, December 2018 -

September 2019
Measure Timetable Macroeconomic Rationale
Release the quarterly budget allocation | Quarterly Improve budget and cash
in the first month of each quarter flow management.
based on the proposal of the
regulation committee.
Prepare a quarterly commitment plan Quarterly Improve budget and cash
consistent with the corresponding cash flow management.
plan.
Prepare quarterly debt management Quarterly Improve debt management.
reports to be validated by the National
Public Debt Management Committee.
Hold at least monthly meetings of the Quarterly Safeguard control over the
Inter-Ministerial Debt Management contracting of new public
Committee. Publish its decisions, a list debt.
of newly approved loans, and the view
taken by the Ministry of Finance in the
quarterly debt management reports.
New: Provide Fund staff with a tally of | Quarterly Protect revenue base.

newly granted tax exemptions.

Prepare a revised borrowing plan.

At end-June 2019

Improve debt management.
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Table 5. Niger: Structural Benchmarks, June-September 2018

Measure

Timetable

Progress

Macroeconomic

Rationale

Fiscal Policy and Revenue Administration

Provide IMF staff with a whitepaper on the
streamlining of tax exemption for discussion. In the
meantime, provide Fund staff with monthly data on

newly-granted discretionary tax exemptions.

Send legislation overhauling tax and customs
exemptions to the National Assembly.

End-June

End-

September

Not met,
white
paper
provided
, data
provided
with
delay

Met

Support revenue
generation and simplify
tax and customs

administration.

Support revenue
generation and simplify
tax and customs

administration.

Public Financial Management

Regarding TSA implementation, establish, and share
with Fund staff, a timetable for account closures of
public administration and public entities that

reduces still-to-be-transferred balances to less than

Improve liquidity

End-June Met management and
10 percent of the level established in the BCEAO expenditure control.
study; implement new TSA account structure at the
BCEAO.

Other Structural Reforms

Send to the National Assembly a new law on public
private partnership (PPP) consistent with the
investment code and the 2012 budget law, and in End-June Met Align with existing laws.
line with good international standards as laid out in
the 2017 IMF TA report.
Discontinue tax and customs duty payments to the Not met, | Improve governance in
DGE and the ten largest customs offices in cash by End-June only cash | public administration and
issuing a circular; transform bankification plan into payment | promote financial
a whitepaper. sended | deepening.
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Table 6. Niger: Prior Actions and Structural Benchmarks, December 2018 - September 2019

Measure Timetable Progress Macroeconomic Rationale
Prior Actions
Submit to the National Assembly a draft 2019
budget broadly in line with this MEFP and make a . . Ensure sound public
o ) ) Prior Action i
communication to government setting aside CFAF finances.
17.1 billion in authorized spending.
Fiscal Policy and Revenue Administration

New: Assess compliance with 2018 performance
plans of DGD and DGlI, take corrective actions as
needed, and establish 2019 performance plans for
DGD and DGI. New plans should feature at least
five indicators covering administrations’ key
functions, set ambitious numerical quarterly targets
for the indicators, and assign responsibility within

the administrations at the functional level.

Link the IT systems of DGl and DGD and make the

access to pertinent information operational.

New: Submit legislation that cuts back exemptions

to the National Assembly.

End-January
2019

End-March
2019

End-June 2019

Support revenue
generation through
systematic strengthening of
tax and customs

administrations.

Support revenue
generation.

Support revenue
generation.

Public Financial Management

Regarding TSA implementation, reduce still-to-be-
transferred balances of public administration and
public entities to less than 10 percent of the level
established in the BCEAO study; digitalize Treasury's

banking services.

End-December
2018

Improve liquidity
management and

expenditure control.

Other Structural Reforms

Reset from end-June 2018: Provide IMF staff with a
whitepaper on the bankification of fiscal payments,

including action plan for next steps.

Discontinue tax and customs duty payments to the
DME and the twenty largest customs offices in cash

by issuing a circular.

End-December
2018

End-December
2018

Improve governance in
public administration and
promote financial

deepening.

Improve governance in
public administration and
promote financial

deepening.
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Table 6. Niger: Prior Actions and Structural Benchmarks, December 2018 - September 2019
(concluded)

Measure Timetable Progress Macroeconomic Rationale

Other Structural Reforms (concluded)

New: Establish tracking system for major social )
Improve effectiveness of

programs, including spending and progress toward | End-June 2019 . .
social protection.

meeting objectives.

Improve access to financing
End-June 2019 and the business

environment

New: Publish new strategy on financial inclusion

and hold donor round table.

New: Submit to parliament draft legislation in

consultation with IMF staff on asset declaration
) ) ) o End-September Improve governance and
requirements for high-ranking government officials
. o . . 2019 transparency.
and introduce sanctioning non-compliance with

asset-declaration requirements.
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Table 7. Niger: Proposed Disbursements Scheduled Under the ECF Arrangement, 2017-20

Amount (Millions)

Conditions Necessary for Disbursement

Date Available"

SDR 141

Executive Board Approval of the ECF
Arrangement

January 23, 2017

SDR 141

Observance of continuous and end-June 30,
2017 performance criteria, and completion
of the first review under the arrangement

December 15, 2017

SDR 141

Observance of continuous and end-
December 31, 2017 performance criteria,
and completion of the second review under
the arrangement

June 1, 2018

SDR 14.1

Observance of continuous and end-June 30,
2018 performance criteria, and completion
of the third review under the arrangement

October 31, 2018

SDR 33.84

Observance of continuous and end-
December 31, 2018 performance criteria,
and completion of the fourth review under
the arrangement

April 30, 2019

SDR 14.1

Observance of continuous and end-June 30,
2019 performance criteria, and completion
of the fifth review under the arrangement

October 31, 2019

SDR 14.1

Observance of continuous and end-
September 30, 2019 performance criteria,
and completion of the sixth and last review
under the arrangement

January 8, 2020

SDR 118.44

Total

1/ With respect to previously completed reviews, the date indicated refers to the date of the Executive Board meeting.

Source: International Monetary Fund.
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Attachment Il. Technical Memorandum of Understanding

Niamey, November 21, 2018

1. This technical memorandum of understanding defines the performance criteria and
indicative targets of Niger's program under the Extended Credit Facility (ECF) arrangement
for the period Q2-2018 to Q1-2020. The performance criteria and indicative targets for 2018 and
for 2019 are set out in Tables 1 and 2 of the Memorandum of Economic and Financial Policies
(MEFP) attached to the Letter of Intent of November 21, 2018. Structural benchmarks appear in
Tables 3 to 6. This technical memorandum of understanding also sets out data-reporting
requirements for program monitoring.

DEFINITIONS

2. For the purposes of this technical memorandum, the following definitions of
“government,” “debt,” “payment arrears,” and “government obligations” will be used:

a) Government refers to the central government of the Republic of Niger; it does not include
any political subdivision, public entity, or central bank with separate legal personality.

b) As specified in paragraph 8 of the Guidelines on Public Debt Conditionality in Fund
Arrangements, adopted by the Decision No. 15688-(14/107) of the Executive Board of the
IMF of December 5, 2014, debt will be understood to mean a current, i.e., not contingent,
liability, created under a contractual arrangement through the provision of value in the form
of assets (including currency) or services, and which requires the obligor to make one or
more payments in the form of assets (including currency) or services, according to a specific
schedule; these payments will discharge the obligor of the principal and/or interest liabilities
incurred under the contract. Debts can take a number of forms, the primary ones being as
follows: (i) loans, i.e., advances of money to the obligor by the lender made on the basis of
an undertaking that the obligor will repay the funds in the future (including deposits, bonds,
debentures, commercial loans, and buyers' credits) and temporary exchanges of assets, that
are equivalent to fully collateralized loans, under which the obligor is required to repay the
funds, and usually pay interest, by repurchasing the collateral from the buyer in the future
(such as repurchase agreements and official swap arrangements); (ii) suppliers’ credits, i.e.,
contracts where the supplier permits the obligor to defer payments until sometime after the
date on which the goods are delivered or services are provided; and (iii) leases, i.e.,
arrangements under which property is provided that the lessee has the right to use for one
or more specified period(s) of time that are usually shorter than the total expected service
life of the property , while the lessor retains the title to the property. For the purpose of this
guideline, the debt is the present value (at the inception of the lease) of all lease payments
expected to be made during the period of the agreement, excluding those payments
necessary for the operation, repair, or maintenance of the property. Under the definition of
debt set out above, arrears, penalties, and judicially awarded damages arising from the
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failure to make payment under a contractual obligation that constitutes debt are debt.
Failure to make payment on an obligation that is not considered debt under this definition
(e.g., payment on delivery) will not give rise to debt.

c) Present value (PV) of new public and publicly-guaranteed external debt contracted discounts
at a five percent annual rate the future payment stream, except for loans with a negative
grant element, in which case the PV is set equal to the value of the loan. The calculation of
the PV is based on the loan amount contracted in a given year, independent on when
disbursements take place.

d) Domestic payment arrears are domestic payments owed by the government but not paid.
They include committed and authorized fiscal year expenditures that are not paid within 90
days. External payment arrears are external payments due but not paid.

e) Government obligation is any financial obligation of the government accepted as such by
the government (including any government debt).

A. Quantitative Performance Criteria
Net Domestic Financing of the Government
Definition

3. Net domestic financing of the government is defined as the sum of (i) net bank credit
to the government; (ii) net nonbank domestic financing of the government, including
government securities issued in CFAF on the WAEMU regional financial market and not held by
resident commercial banks, proceeds from the sale of government assets, and privatization
receipts.

4. Net bank credit to the government is equal to the balance of government claims and
debts vis-a-vis national banking institutions. Government claims include cash holdings of the
Nigerien Treasury, secured obligations, deposits with the central bank, and deposits of the Treasury
(including regional offices) with commercial banks. Government deposits with commercial banks are
excluded from government claims insofar as they are used solely to finance externally financed
capital expenditure.

5. Government debt to the banking system includes assistance from the central bank
(excluding net IMF financing under the ECF), the CFAF counterpart of the 2009 General SDR
Allocation, assistance from commercial banks (including government securities held by the central
bank and commercial banks) and deposits with the CCP (postal checking system).

6. The scope of net bank credit to the government, as defined by the BCEAO, includes all
central government administrations. Net bank credit to the government and the amount of
Treasury bills and bonds issued in CFAF on the WAEMU regional financial market are calculated by
the BCEAO.
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7. Net nonbank domestic financing includes: (i) the change in the stock of government
securities (Treasury bills and bonds) issued in CFAF on the WAEMU regional financial market and not
held by resident commercial banks; (ii) the change in the balance of Treasury correspondents’
deposit accounts; (iii) the change in the balance of various deposit accounts at the Treasury; and (iv)
the change in the stock of claims on the government forgiven by the private sector. Net nonbank
financing of the government is calculated by the Nigerien Treasury.

8. The 2018 and 2019 quarterly targets are based on the change between the end-
December 2017 and end-December 2018 levels, respectively, and the date selected for the
performance criterion or indicative target.

Adjustment

9. The ceiling on net domestic financing of the government will be subject to adjustment if
disbursements of external budgetary support net of external debt service and external arrears
payments, including disbursements under the ECF, fall short of program projections.

10. If disbursements of external budgetary support fall short of the projected amounts at the
end of each quarter, the corresponding quarterly ceilings will be raised pro tanto, up to a maximum of
CFAF 30 billion.

11. For 2018, but not 2019, the ceiling on net domestic financing will also be adjusted for
deviations from programmed domestic payment arrears clearance. Specifically, the ceiling on
domestic financing will be adjusted up (down) one-for-one for arrears clearance in excess (in deficit)
of programmed levels. The upward adjustment is capped at CFAF 30 billion.

Reporting Requirement

12. Detailed data on domestic financing of the government will be provided monthly, within
six weeks after the end of each month.

Reduction of Domestic Payment Arrears
Definition

13. For 2018, the reduction of domestic payment arrears is equal to the difference between
the stock of arrears at end-2017 and the stock of arrears on the reference date. For 2019, there is a
continuous ceiling on the stock of outstanding domestic payment arrears.

14. The Centre d’amortissement de la dette intérieure de I'Etat (CAADIE) and the Treasury
are responsible for calculating the stock of domestic payment arrears on government obligations
and recording their repayment.
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15. Data on the stock, accumulation (including the change in Treasury balances
outstanding), and repayment of domestic arrears on government obligations will be provided
monthly, within six weeks after the end of each month.

Adjustment

16. Programmed arrears clearance in 2018 will be adjusted up (down) one-for-one for any
shortfall (excess) relative to programmed arrears clearance programmed for end-2017. The adjusted
target on domestic payment arrears clearance shall not be negative.

17. For the purpose of evaluating performance against the end-December 2018 target,
domestic payment arrears clearance includes arrears’ reduction during the supplementary budget
period.!

18. For the purpose of evaluating performance against the targets in 2019, the stock of
outstanding domestic arrears will be assessed excluding the arrears’ reduction during the
supplementary period.

External Payment Arrears
Definition

19. Government debt is outstanding debt owed or guaranteed by the government. For the
program, the government undertakes not to accumulate external payment arrears on its debt
(including Treasury bills and bonds issued in CFAF on the WAEMU regional financial market), with
the exception of external payment arrears arising from debt being renegotiated with external
creditors, including Paris Club creditors.

Reporting Requirement

20. Data on the stock, accumulation, and repayment of external payment arrears will be
provided monthly, within six weeks after the end of each month.

External Non-Concessional Loans Contracted or Guaranteed by the Government
Definition

21. The government and the public enterprises listed in paragraph 25 undertake not to
contract or guarantee external debt with an original maturity of one year or more and having
a grant element of less than 35 percent. For program purposes, a debt is concessional if it
includes a grant element of at least 35 percent, calculated as follows: the grant element (the

" The fiscal accounts for the current year are revised to incorporate transactions for expenditure engagements made
in the current fiscal year but not finalized until the supplementary period (January and February) in the subsequent
fiscal year.
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difference between the present value (PV) of debt and its nominal value) expressed as a percentage
of the nominal value of the debt. The PV of debt at the time of its contracting is calculated by
discounting the future stream of payments of debt service due on this debt. The discount rate used
for that purpose is 5 percent.?

22. This performance criterion applies not only to debt, as defined in paragraph 8 of the
Guidelines on Public Debt Conditionality in Fund Arrangements, adopted by the Decision No.
15688-(14/107) of the Executive Board of the IMF of December 5, 2014, but also to any
obligation contracted or guaranteed for which no value has been received. However, this
performance criterion does not apply to financing provided by the IMF and to debt rescheduling in
the form of new loans.

23. For the purposes of the relevant performance criteria, the guarantee of a debt arises
from any explicit legal obligation of the government to service a debt in the event of nonpayment
by the debtor (involving payments in cash or kind).

24. For the purposes of the relevant performance criterion, external debt is defined as
debt denominated, or requiring repayment, in a currency other than the CFA franc. This
definition also applies to debt contracted among WAEMU member countries and with WAEMU
financial institutions.

25. For the purpose of this performance criterion, the public sector includes the
government, as defined in paragraph 2 above, and the following public enterprises:

(i) Société Nigérienne d’Electricité (Nigelec); (ii) Société de Construction et de Gestion des Marchés
(Socogem)); (iii) Société Nigérienne des Produits Pétroliers (Sonidep) ; (iv) Société Nigérienne des
Télécommunications (Sonitel); (v) Société de Patrimoine des Mines du Niger (Sopamin); and

(vi) Société propriétaire et exploitante de ['Hotel Gaweye (SPEG).

Reporting Requirement

26. Details on all external public-sector debt will be provided monthly, within six weeks
after the end of each month. The same requirement applies to guarantees granted by the
central government. The Ministry of Finance will regularly forward to Fund staff a list of loans in
process of negotiation. It will also prepare semiannual reports on any external debt contracted or in
process of negotiation and the terms thereof, as well as on the borrowing program for the next six
months including the terms thereof and will forward them to Fund staff.

2 On October 11, 2013, the Executive Boards of the IMF and of the World Bank adopted a new methodology setting a
single, unified rate to calculate the grant element of individual loans. The new unified rate is set at
5 percent (see http://www.imf.org/external/np/pdr/conc/calculator/gecalcf.aspx).
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Short-Term External Debt of the Central Government
Definition

27. The government will not accumulate or guarantee new external debt with an original
maturity of less than one year. This performance criterion applies not only to debt as defined in
paragraph 8 of the Guidelines Public Debt Conditionality in Fund Arrangements, adopted by the
Decision No. 15688-(14/107) of the Executive Board of the IMF of December 5, 2014, but also to any
obligation contracted or guaranteed for which no value has been received. Short-term loans related
to imports are excluded from this performance criterion, as are short-term securities issued in CFAF
on the regional financial market.

Reporting Requirement

28. Details on all external government debt will be provided monthly, within six weeks after
the end of each month. The same requirement applies to guarantees granted by the government.

Present Value of Public and Publicly-Guaranteed External Debt
Definition

29. For program purposes, the definition of debt is set out in paragraph 8(a) of the
Guidelines on Public Debt Conditionality in Fund Arrangements attached to IMF Executive

Board Decision No. 15688-(14/107), adopted on December 5, 2014.
(http://www.imf.org/external/pp/longres.aspx?id=4927)

(a) For the purpose of these guidelines, the term “debt” will be understood to mean a current, i.e.,
not contingent, liability, created under a contractual arrangement through the provision of value
in the form of assets (including currency) or services, and which requires the obligor to make
one or more payments in the form of assets (including currency) or services, at some future
point(s) in time; these payments will discharge the principal and/or interest liabilities incurred
under the contract. Debts can take a number of forms, the primary ones being as follows:

(i) loans, i.e., advances of money to the obligor by the lender made on the basis of an
undertaking that the obligor will repay the funds in the future (including deposits,
bonds, debentures, commercial loans and buyers’ credits) and temporary exchanges of
assets that are equivalent to fully collateralized loans under which the obligor is required
to repay the funds, and usually pay interest, by repurchasing the collateral from the
buyer in the future (such as repurchase agreements and official swap arrangements);

(i) suppliers’ credits, i.e., contracts where the supplier permits the obligor to defer payments
until sometime after the date on which the goods are delivered or services are provided;
and
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(iii) leases, i.e., arrangements under which property is provided which the lessee has the
right to use for one or more specified period(s) of time that are usually shorter than the
total expected service life of the property, while the lessor retains the title to the
property. For the purpose of these guidelines, the debt is the present value (at the
inception of the lease) of all lease payments expected to be made during the period of
the agreement excluding those payments that cover the operation, repair, or
maintenance of the property.

(b) Under the definition of debt set out in this paragraph, arrears, penalties, and judicially awarded
damages arising from the failure to make payment under a contractual obligation that
constitutes debt are debt. Failure to make payment on an obligation that is not considered debt
under this definition (e.g., payment on delivery) will not give rise to debt.

30. External debt is defined as debt contracted or serviced in a currency other than the
franc of the Financial Community of Africa (CFAF).

31. The performance criterion (PC) is a ceiling and applies to the present value of all new
external debt (concessional or non-concessional) contracted or guaranteed by the central
government, including commitments contracted or guaranteed for which no value has been
received. This performance criterion does not apply to:

(@) Short-term supplier or trade-related credit with a maturity of up to three months;
(b) rescheduling agreements; and
(c) IMF disbursements.

32. Applicable contractual date. For program monitoring purposes, external debt is deemed to
be contracted or guaranteed at the date of effectiveness of the contract, including its approval,
where required, by the member(s) of the government of Niger with authority to do so.

33. Currency Denomination. For program purposes, the value in CFAF of new external debt of
2018 is calculated using the average exchange rate for January 2018 in the IMF's International
Financial Statistics (IFS) database.

34. PV Calculation. Present Value of new external debt is calculated by discounting all
projected disbursements and debt service payments (principal and interest) on the basis of a
program discount rate of 5 percent and taking account of all loan conditions, including projected
disbursements, the maturity, grace period, payment schedule, front-end fees and management fees.
The PV is calculated using the IMF "DSA template,” which is based on the amount of the loan and
the above parameters. In the case of loans for which the grant element is zero or less than zero, the
PV is set at an amount equal to the face value.
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Reporting Requirement

35. The authorities will inform IMF staff of any planned external borrowing and the
conditions on such borrowing before the loans are either contracted or guaranteed by the
government.

B. Quantitative Targets
Definitions

36. Total revenue is an indicative target for the program. It includes tax, nontax, and special
accounts revenue, but excludes proceeds from the settlement of reciprocal debts between the
government and enterprises.

37. The basic fiscal deficit is defined as the difference between (i) total tax revenue, as
defined in paragraph 36; and (ii) total fiscal expenditure excluding externally financed investment
expenditure but including HIPC-financed expenditure.

38. According to the WAEMU definition, the basic fiscal deficit is defined as the basic
balance described under paragraph 37 plus budgetary grants.

39. The floor on poverty-reducing expenditure is an indicative target for the program. This
expenditure comprises all budget lines included in the Unified Priority List (UPL) of poverty-reducing
and HIPC-financed expenditures.

40. A limit is set on the amount of expenditures paid through exceptional procedures
(without prior commitment) excluding debt service payments and expenditures linked to tax
exemptions. The limit is 5 percent of total authorized expenditures during the quarter for which the
target is assessed.

Reporting Requirement

41. Information on basic budget revenue and expenditures will be provided to the IMF
monthly, within six weeks after the end of each month.

42. Information on UPL expenditures will be provided to the IMF quarterly, within six
weeks after the end of each quarter.

43. Information on exceptional expenditure will be provided to the IMF quarterly after six
weeks after the end of the quarter.
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ADDITIONAL INFORMATION FOR PROGRAM MONITORING

A.

44.

45.

Government Finance
The authorities will forward the following to IMF staff:

Detailed monthly estimates of revenue and expenditure, including priority expenditure, the
payment of domestic and external arrears, and a breakdown of customs, DGI, and Treasury
revenue.

The Table of Government Financial Operations with comprehensive monthly data on domestic
and external financing of the budget, and changes in arrears and Treasury balances outstanding.
These data are to be provided monthly, within six weeks after the end of each month.

Comprehensive monthly data on net nonbank domestic financing: (i) the change in the stock of
government securities (Treasury bills and bonds) issued in CFAF on the WAEMU regional
financial market and not held by resident commercial banks; (ii) the change in the balance of
various deposit accounts at the Treasury; (iii) the change in the stock of claims on the
government forgiven by the private sector.

Quarterly data on expenditure for UPL lines (statement of appropriations approved, disbursed,
and used).

Quarterly reports on budget execution, including the rate of execution of poverty-reducing
expenditure and, in particular, the use of appropriations by the line ministries concerned
(National Education, Public Health, Equipment, Agriculture, Livestock).

Monthly data on Treasury balances outstanding, by reference fiscal year, with a breakdown of
maturities of more than and less than 90 days.

Monthly data on effective debt service (principal and interest) compared with the programmed
maturities provided within four weeks after the end of each month; and

List of external loans contracted in process of negotiation and projected borrowing in the next
six months, including the financial terms and conditions.

Monetary Sector

The authorities will provide the following information each month, within eight weeks

following the end of each month:
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Consolidated balance sheet of monetary institutions and, where applicable, the consolidated
balance sheets of individual banks;

Monetary survey, within eight weeks following the end of each month, for provisional data;

Borrowing and lending interest rates; and
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Customary banking supervision indicators for banks and nonbank financial institutions (where
applicable, these same indicators for individual institutions may also be provided).

Balance of Payments
The authorities will provide IMF staff with the following information:

Any revision of balance of payments data (including services, private transfers, official transfers,
and capital transactions) whenever they occur;

Preliminary annual balance of payments data, within six months after the end of the reference
year.

Real Sector
The authorities will provide IMF staff with the following information:

Disaggregated monthly consumer price indexes, within two weeks following the end of each
month;

The national accounts, within six months after the end of the year; and
Any revision of the national accounts.
Structural Reforms and Other Data
The authorities will provide IMF staff with the following information:
Any study or official report on Niger's economy, within two weeks after its publication;

Any decision, order, law, decree, ordinance, or circular with economic or financial implications,
upon its publication or, at the latest, when it enters into force.

Any draft contract in the mining and petroleum sectors, including production and sales volumes,
prices, and foreign investment; and

Any agreement with private sector stakeholders having economic or financial repercussions for
the government, including in the natural resources sector.
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Summary of Data to be Reported

Type of Data

Table

Frequency

Reporting Deadline

Real sector

Government

finance

National accounts.

Revisions of the national accounts.

Disaggregated consumer price indexes.

Net government position vis-a-vis the banking

system.

Complete monthly data on net nonbank
domestic financing: (i) change in the stock of
government securities (Treasury bills and
bonds) issued in CFAF on the WAEMU
regional financial market and not held by
resident commercial banks; (i) change in the
balance of various deposit accounts at the
Treasury; (iii) change in the stock of claims on

the government forgiven by the private sector.

Provisional TOFE, including a breakdown of
revenue (DGI, DGD and DGTCP) and
expenditure, including the repayment of
domestic wage and nonwage arrears, as at
end-1999, and the change in Treasury

balances outstanding.

Data on Treasury balances outstanding (RAP),
by reference fiscal year (total and RAP at more
than 90 days).

Monthly statement of Treasury

correspondents’ deposit accounts.

Execution of the investment budget.

Annual

Variable

Monthly

Monthly

Monthly

Monthly

Monthly

Monthly

Quarterly

End-year + 6 months

8 weeks after the revision

End-month + 2 weeks

End-month + 6 weeks

End-month + 6 weeks

End-month + 6 weeks

End-month + 6 weeks

End-month + 6 weeks

End-quarter + 6 weeks
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Type of Data  Table Frequency  Reporting Deadline
Table of fiscal expenditure execution, unified Monthly End-month + 6 weeks
list expenditure, and HIPC-financed
expenditure.

Treasury accounts trial balance.

Monthly statement of the balances of accounts ~ Monthly End-month + 6 weeks

of the Treasury and of other public accounts at (provisional)

the BCEAO. End-month + 10 weeks

(final)

Petroleum products pricing formula, petroleum  Monthly End-month + 6 weeks

products tax receipts, and pricing differentials.

Monetary survey

Consolidated balance sheet of monetary Monthly End-month + 8 weeks
Monetary and institutions and, where applicable, consolidated

financial data balance sheets of individual banks.

Borrowing and lending interest rates. Monthly End-month + 8 weeks
Banking supervision prudential indicators. Quarterly End-quarter + 8 weeks

Balance of Balance of payments Annual End-year + 6 months

payments
Balance of payments revisions Variable At the time of the revision.

External debt Stock and repayment of external arrears. Monthly End-month + 6 weeks
Breakdown of all new external loans signed and End-month + 6 weeks
projected borrowing, including the financial
terms and conditions.

Table on the monthly effective service of Monthly End-month + 4 weeks

external debt (principal and interests),

compared with the programmed maturities.
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Niger: Joint Bank-Fund Debt Sustainability Analysis
Risk of external debt distress Moderate
Overall risk of debt distress Moderate
Granularity in the risk rating Moderate risk tool: Limited space to absorb shocks
Application of judgement No

Niger's risk of external and overall public debt distress is rated “moderate” as in the previous
DSA. While all thresholds are observed in the baseline, the PV of external debt-to-exports
ratio still breaches its threshold under stress test scenarios. Debt-carrying capacity continues
to be rated “medium” according to the new methodology. The analysis shows that Niger has
limited space to accommodate negative shocks. It remains particularly vulnerable to
adverse developments of its exports, which are dominated by uranium and oil products. The
debt sustainability assessment is predicated on the government continuing to implement its
reform program: fiscal consolidation; structural reforms, including measures to boost
revenue mobilization, to contain expenditures, and to diversify the economy; and timely
completion of several large-scale investment projects. Identified weaknesses call for further
strengthening of debt management, prioritizing concessional borrowing, strengthening
private-sector development, and expanding the export base to mitigate the risks associated

with commodity price fluctuations.
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PUBLIC DEBT COVERAGE

1. The coverage of the public sector is in line with the previous DSA. It includes the central, state
and local governments, the social security fund and extra budgetary funds, the central bank, and state
guarantees extended to the public and private sectors (Text Table 1). The state and local governments are
not holding debt although they are able to directly borrow. The authorities also confirmed the absence of
extra budgetary funds and external borrowing by the social security fund (CNSS). Private external debt
guaranteed by the government is limited to the guarantee issued to CNPC (China) for the construction of
the refinery SORAZ" Government-guaranteed SOE debt mainly consists of loans contracted by the
electricity (NIGELEC), water (SPEN) and telecom (Niger Telecom) companies with Exim Bank China, as well
as borrowing from the World Bank by ABK, a public administrative entity set up for implementing the
Kandadji dam project. External debt is defined on a currency basis.

Text Table 1. Niger: Coverage of Public-Sector Debt and Design of Contingent Liability
Stress Test

Subsectors of the public sector Sub-sectors covered
1 Central government X
2 State and local government X
3 Other elements in the general government X
4 o/w: Social security fund X
5 o/w: Extra budgetary funds (EBFs) X
6 Guarantees (to other entities in the public and private sector, including to SOEs) X
7 Central bank (borrowed on behalf of the government) X
8 Non-guaranteed SOE debt
1 The country's coverage of public debt The general government, central bank, government-guaranteed debt
l Used for the
Default analysis Reasons for deviations from the default settings
2 Other elements of the general government not captured in 1. 0 percent of GDP 0.0
3 SoE's debt (guaranteed and not guaranteed by the government) 1/ 2 percent of GDP 20
4 PPP 35 percent of PPP stock 0.0 New PPP law closely scrutinizing any new PPP arrangement.
5 Financial market (the default value of 5 percent of GDP is the minimum value) 5 percent of GDP 5.0
Total (2+3+4+5) (in percent of GDP) 7.0
1/ The default shock of 2% of GDP will be triggered for countries whose government-guaranteed debt is not fully captured under the country's public debt definition (1.). If it is already included in the
government debt (1.) and risks associated with SoE's debt not guaranteed by the government is assessed to be negligible, a country team may reduce this to 0%.
. . ope . . .
2. The contingent liability tailored stress tests exclusively reflect uncertainty about the

vulnerabilities associated with non-guaranteed SOE debt and financial market risks (Text Table 1).
For the latter, the shock is kept at the minimum default value of 5 percent of GDP given the small size and
depth of the financial sector in Niger. The contingent liabilities shock from SOE debt is set at the default
value of 2 percent to reflect risks associated with non-guaranteed SOE debt, currently excluded from the
baseline analysis due to data constraints. Coverage will be expanded as the Ministry of Finance collects and
processes SOE financial statements with the expected launch of a survey of financial indicators in 2019.
Finally, following the adoption of the new PPP law in May 2018, the degree of exposure to PPP-related risks
going forward is expected to be well contained. The legislation is in line with good international practices,
fully integrates PPPs into the budget cycle, and requires any additional PPP to be subjected to
parliamentary approval after being closely scrutinized for value-for-money, and consistency with sectoral

T CNPC extended a USD 880 million (CFAF 486.7 billion, 9.3 percent of GDP) loan for the construction of SORAZ
refinery in 2008, of which USD 352 million (CFAF 194.7 billion, 3.7 percent of GDP) is guaranteed by the government.
The outstanding stock of CFAF 28.3 billion at end-June 2018 is scheduled to be fully repaid by 2019. The baseline
stock of debt includes SORAZ debt.
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strategies and financial affordability. The debt stock of PPP arrangements contracted under the previous
regime amounts to CFAF 214.6 billion (4.5 percent of GDP) at end-December 2017 and is expected to be
fully repaid by 2033.

I BACKGROUND

A. Evolution and Composition of Debt

3. Niger's PPG debt stood at CFAF 2,115 billion in June 2018, with external debt accounting for
72 percent of the total according to the latest government publication (Text Table 2). Multilateral
creditors represent the lion’s share of total public debt, with Niger borrowing most from the World Bank
(IDA). Bilateral debt is dominated by China and France (AFD). Around three-quarters of external debt is
foreign-currency denominated with relatively low exposure to exchange rate risk given the CFAF's peg to
the euro (Text Figure 1). The average weighted interest rate came to 1.6 percent for external debt due to
the preponderance of concessional borrowing, and 6 percent for domestic debt. The latter consists mostly
of government issued securities, with the role of arrears and statutory advances from the regional central
bank declining over time as Niger clears its remaining domestic payments arrears in 2018 and gradually
repays loans from the BCEAO. However, debt reported in the government publication does not cover debt
related to commercial PPPs and the latest update of IDA debt.

Text Table 2. Niger: Public and Publicly-guaranteed Debt, 2016-June 2018
Dec-16 Dec-17 Jun-18
t of t of t of
crAFbin PEEMOT cpappin PEEEMOT cpappin  PEIEETHO
GDP

A. Public debt contracted and disbursed (B+C) 1793 39.8 1986 41.0 2087 40.6

B. Public External debt 1292 28.7 1405 28.7 1493 29.1

Multilateral 1051 233 1177 249 1232 24.0

Bilateral 242 54 228 4.8 262 5.1

Paris Club 46 1.0 54 1.1 59 1.1

Non-Paris Club 196 43 174 37 203 39

C. Public Domestic debt 501 111 581 12.3 593 11.6

Tbills and Bonds 422 94 519 11.0 541 10.5

Domestic arrears 44 1.0 37 0.8 35 0.7

Other 34 0.8 26 0.5 17 0.3

D. Publicly-guaranteed external debt (SORAZ) 78 1.8 Y| 0.9 28 0.5

Total PPG debt (A+ D) 1871 41.5 2027 41.9 2115 41.2
Source: IMF staff calculations based on Nigerien authorities’ June 2018 debt report.
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Text Figure 1. Niger: External Debt by Currency
(share of total external debt as of June 2018)
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muUsD

EUR

m XOF

CNY

Other

Sources: Nigerien authorities; and IMF staff calculations.

4. The estimation and analysis of private external debt is complicated by data issues and
requires further follow up. The BCEAO does not yet compile external debt stock statistics. Efforts to
gather information on the coverage and composition of private external debt will continue, with technical
support from the IMF’s Statistics Department.

B. Macroeconomic Forecast

5. The baseline scenario is predicated on macroeconomic assumptions reflecting recent
economic developments and expected effects of ongoing and new policy measures (Text Table 3).
The framework assumes fiscal consolidation in line with the government’s ongoing reform program and
the goal to meet the WAEMU deficit target of 3 percent of GDP by 2020. Compared to the previous DSA,
the commencement of crude-oil exports and the resumption of activities at the Imouraren uranium site
have been pushed back by two and four years to 2022 and 2025, respectively, to account for delays in the
start of the oil pipeline construction and unfavorable uranium prices. Medium and long-run real GDP
growth is expected to be higher relative to the previous DSA on the back of a booming construction sector
driven by large investment projects, and the completion of the Kandadji dam and MCC-related activities
expected to enhance agricultural productivity. Revenue projections have been dialed back somewhat, but
revenue mobilization is expected to gather steam with the implementation of various tax measures
included in the past and current budgets, the collection of tax arrears, the consolidation and streamlining of
tax exemptions, the fight against petroleum smuggling, and a comprehensive program to overhaul
customs and tax administrations. On average, inflation is expected to be somewhat higher over the
medium term owing to transitory shocks in 2018, but longer-term projections remain largely unchanged
from the previous DSA.
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Text Table 3. Niger: Key Macroeconomic Assumptions, 2016-38

2016-2017 2018-2023 2024-2038 "

Real GDP growth (percent)
DSA 2018 49 6.9 6.0
Previous DSA 5.0 6.2 5.1

Inflation (CPI)
DSA 2018 13 17 2.0
Previous DSA 1.5 2.0 2.0

Primary fiscal balance (percent of GDP)
DSA 2018 -4.9 -2.0 -1.3
Previous DSA -6.0 -1.4 04

Total revenue excluding grants (percent of GDP)
DSA 2018 143 174 19.7
Previous DSA 15.7 19.2 219

Exports of goods and services (percent of GDP)
DSA 2018 16.7 19.0 25.6
Previous DSA 174 214 239

Oil export price (US dollars per barrel)
DSA 2018 45.4 59.5 60.2
Previous DSA 44.6 427 54.3

Uranium price (Thousands of CFAF per kg)
DSA 2018 54.2 375 712
Previous DSA 58.2 61.2 753

Source: IMF staff calculations.
1/ Averages for the previous DSA are up to 2036.

6. Financing assumptions imply a gradual shift from domestic funding sources to foreign ones.
In the short and medium term, Niger is expected to benefit from continued foreign support in line with the
pledges made during the December 2017 donor roundtable and investors’ forum in Paris.2 However, in the
very long run as economic and structural reforms bear fruit and the country develops, domestic financing
should start playing a somewhat larger role again.

7. The composition of foreign and domestic borrowing is also assumed to change over time.
For foreign debt, new disbursements are expected to be covered by external funding sources based on
historical financing patterns. Over the longer term, the weights of external creditors are adjusted so that
external borrowing moves toward less concessional financing and toward commercial loans. For domestic
borrowing, debt instruments are assumed to gradually shift from T-bills to medium- and long-term bonds.
Consistent with the borrowing terms of recent government securities issuances on the regional market, the
average interest rate on domestic debt is assumed at 6.25 and 6.5 percent for bonds maturing in 1 to 3 and
4 to 7 years respectively. The interest rate on T-bills is set to 6 percent.

2 Niger obtained more funding than sought for its five-year economic and social development plan (PDES 2017-
2021), with a total of USD 12.7 billion pledged by official bilateral and multilateral donors while private investors
expressed a commitment of USD 10.3 billion.
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8. Realism tools flag some deviations from historical experience which reflect mainly a
strengthening of Niger's macroeconomic performance.

a. Drivers of debt dynamics (Figure 3). Differences between the current and previous DSA reflect
updated debt stock data through end-2017, with Niger having taken on less external public debt in
the last few years than previously expected. The contributions of past and projected debt-creating
flows remain broadly unchanged, although prices and exchange rates are expected to negatively
contribute to external debt accumulation relative to historical experience. Relatedly, the projected
contribution of real GDP growth to public debt reduction is higher than what the past five years
would suggest, due to an upward revision of medium- and long-run growth. Continued fiscal
consolidation should curb the contribution of the primary deficit to public debt accumulation more
than in the past. For PPG external debt, past forecast errors were mainly driven by unexpected
current account, FDI, and price changes, as well as the residual. For public debt, unexpected
changes in the primary deficit and the residual mostly accounted for past forecast errors. A
comparison with the distribution of past forecast errors for LICs shows that unexpected changes in
debt for Niger are within the interquartile range for both public and PPG external debt. .

b. Realism of planned fiscal adjustment (Figure 4). The projected 3-year fiscal adjustment in the
primary balance (3 percentage points of GDP) lies at the lower end of the top quartile of the
distribution of past adjustments of the primary fiscal deficit (above 2.5 percentage points of GDP)
derived from the sample of LICs, hence alleviating any concerns of credibility of baseline
assumptions. The realism of the expected adjustment is predicated on the authorities’ commitment
to boost revenue mobilization through the implementation of existing and new measures, to clear
domestic payments arrears, and to contain expenditures.

c. Consistency between fiscal adjustment and growth (Figure 4). The realism tool flags
potentially overoptimistic growth projections considering pronounced fiscal consolidation built
into the baseline. However, real GDP growth is expected to reach 5.2 and 6.5 in 2018 and 2019,
respectively, in the baseline scenario, on the back of strong activity in the construction and services
sectors in the runup to the AU summit and the commencement of large donor-financed
investment projects, notably the Kandadji dam and the export pipeline for crude oil.

d. Consistency between public investment and growth (Figure 4). The tool shows a similar
contribution of public investment to growth across the previous and the current DSAs. Public
investment is expected to remain at around 15 percent of GDP in the medium term.
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C. Country Classification and Determination of Stress Test Scenarios

o. Niger’s debt-carrying capacity remains rated “medium” according to the October 2018
vintage of the World Economic Outlook (WEO). The debt-carrying capacity classification was solely
informed by a CPIA rating of 3.41 in the previous framework. The new methodology relies instead on a
composite indicator (Cl) combining the CPIA score, external conditions as captured by world economic
growth and country-specific factors. Based on data from the October 2018 WEO vintage, it yields a Cl value
of 2.92, reflecting positive contributions from the CPIA (45 percent) but also international reserves (34
percent), and country and world real growth rates (5 and 17 percent respectively) (Text Table 4). This score
falls within the medium debt-carrying capacity thresholds defined as 2.69 < Cl < 3.05. Debt burden
thresholds implied by the medium debt-carrying capacity under the previous and new frameworks are
summarized in Text Table 5.

Text Table 4. Niger: Cl Score

Components Coefficients (A) 10-year average values Cl Score components Contribution of
[(5))] (A*B) = (C) components
CPIA 0.385 3.388 1.30 45%
Real growth rate
(in percent) 2.719 5.625 0.15 5%
Import coverage of reserves
(in percent) 4.052 40.208 1.63 56%
Import coverage of reserves”"2

(in percent) -3.990 16.167 -0.65 -22%

Remittances

(in percent) 2.022 0.000 0.00 0%

World economic growth

(in percent) 13.520 3.579 0.48 17%
Cl Score 2.92 100%
Clrating Medium

Source: IMF staff calculations. The CI cutoff for medium debt-carrying capacity is 2.69 < Cl < 3.05.

10. The debt sustainability analysis relies on the six standardized stress tests and a tailored
commodity price shock stress test. The standardized stress tests use the default settings. While Niger
does not qualify for the market financing shock stress test, the commodity price shock stress test is relevant
and helps assess the sensitivity of projected debt burden indicators to a sudden one standard deviation
decline in commodity export prices.?

3 Niger's moderate risk rating of external and overall public debt distress remains robust to larger customized price
shocks including up to two standard deviations.

INTERNATIONAL MONETARY FUND 7




NIGER

Text Table 5. Niger: Medium-Debt Carrying Capacity and Debt Thresholds

PPG external debt PV of total public
service in percent of debt in percent of

PV of PPG external
debt in percent of

GDP Exports Exports Revenue GDP
Previous framework 40 150 20 20 56
New framework 40 180 15 18 55

Source: IMF staff calculations.

M DEBT SUSTAINABILITY

A. External Debt Sustainability

11. External debt is projected to fall gradually, with public and private debt both declining in
the long run (Table 1). Under the baseline scenario, PPG external debt is expected to increase from 34 to
36.6 percent of GDP over 2018-21 owing to significant foreign borrowing to finance Niger's economic and
social development agenda, before falling to 28.5 percent of GDP by 2038. The non-interest current
account deficit remains the main driver of external debt dynamics, with the goods and services balance
likely deteriorating in the short term due to high imports related to the construction boom ahead of the
2019 AU summit. In the medium term, large investment projects, including the Kandadji dam, a cement
factory and the oil export pipeline, and MCC-funded investments in the agricultural sector should entail
higher current account deficits. Once the non-interest current account deficit, net FDI and endogenous
debt dynamics are accounted for, remaining drivers of external debt accumulation/reduction such as
components of the capital account, reserves accumulation, valuation adjustments as well as price and
exchange rate changes are subsumed into the residual.

12. None of Niger's PPG external debt indicators breaches thresholds under the baseline
scenario (Figure 1 and Table 3). Similar to the previous DSA results, all indicators remain below applicable
debt thresholds throughout the projection period. The PV of debt-to-GDP ratio is expected to hover
around 24 percent of GDP in the longer term. After peaking in 2021, the PV of debt-to-exports ratio is
projected to decline with the commencement of crude-oil exports following the completion of the export
pipeline, and the expected resumption of the Imouraren uranium project after 2025. Both the debt service-
to-exports and debt service-to-revenue ratios display similar patterns, declining sharply in 2020 with the full
amortization of debt owed to CNPC, picking up in 2021 owing to principal repayment on IMF and IDA
loans, and decreasing gradually thereafter. For these indicators, the baseline scenario yields a debt path
very close to that in the historical scenario. But longer-term projections of the PV of debt-to-GDP and PV of
debt-to-exports ratios point to a rapidly accumulating debt if key macroeconomic variables were kept at
their historical averages.

13. However, the PV of external debt-to-exports ratio breaches its applicable threshold under
the export shock stress test scenario, thereby signaling a moderate risk of external debt distress. The
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indicator peaks at 253 percent in 2021 before progressively receding below its prescribed threshold, helped
by the anticipated large boost to oil exports. This outcome is consistent across DSA vintages and
underscores Niger's narrow export base concentrated on uranium and oil, generating structural
vulnerability to unfavorable commodity prices and unstable export revenues. The threshold is also
breached under the stress test combining adverse shocks to the current transfers-to-GDP and FDI-to-GDP
ratios, albeit only in 2020 and 2021; the stress test combining the five standardized stress tests in 2021; and
the tailored commodity price shock stress test over 2019-21.

14. Alternative scenarios incorporating delays in the commencement of crude oil exports or the
resumption of activities at the Imouraren uranium site do not change Niger’s external and overall
debt ratings. If uranium operations resume in 2025 as in the baseline but crude-oil exports only start in
2023 instead of 2022, the PV of external debt-to-exports ratio would breach its prescribed threshold
through only an extra year to 2023 under the export shock stress test scenario and would subsequently
decline as in the baseline case without the delay. While the breach is prolonged through 2033 in the
extreme scenario where the pipeline construction is not completed over the DSA horizon and the expected
boost to exports does not materialize, the PV of external debt-to-exports ratio remains below its debt
threshold applicable under the baseline scenario so that the rating of external debt distress would remain
“moderate”. Assuming that crude oil exports commence in 2022, a similar exercise with uranium exports
delayed by one year to 2026 shows that the threshold is respected under the export shock stress test from
2022 onwards. If the recovery of the uranium sector is postponed to after 2038, the PV of external debt-to-
exports ratio remains below its threshold applicable under the baseline scenario. Also, the breach of the
threshold under the export shock stress test scenario is ended in 2022 as in the baseline, though the
indicator stays close to its threshold.

B. Domestic Debt Sustainability

15. Public sector debt is projected to build up somewhat in the medium term, driven by foreign
borrowing before declining over the longer term (Table 2). While public debt is expected to increase
with the spending of donor funds, it should recede with the government’s commitment to fiscal
consolidation and meeting the WAEMU fiscal convergence criterion by 2020. Accordingly, the primary
deficit is expected to decline over time with the improvement of domestic revenue mobilization,
enhancement of spending quality, and continued expenditure control, further helped by favorable
automatic debt dynamics.

16. The PV of public debt-to-GDP ratio breaches its benchmark neither under the baseline, nor
the stress test scenarios (Figure 2 and Table 4). Similar to the previous DSA, public debt indicators in the
baseline scenario remain below their levels suggested in the historical scenario. Again, the commodity price
shock emerges as the most extreme stress test among all alternative scenarios, emphasizing the
vulnerability of the public debt path to commaodity price fluctuations.

C. Risk Rating and Vulnerabilities

17. Niger’s debt sustainability analysis finds a moderate risk of external and overall debt
distress. The baseline scenario indicates a sustainable debt path for both PPG external debt and public
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debt, but the prescribed thresholds are breached in the event of a negative shock to export growth or
commodity prices.

18. A granular assessment of the moderate risk rating shows that Niger has limited space to
absorb shocks (Figure 5). While the debt service-to-revenue ratio is well below its threshold, such that
only shocks in the upper quartile of the observed distribution of shocks, i.e. larger than 35 percent of the
threshold, would push the ratio above its prescribed limit, the occurrence of the median shock suffices to
downgrade Niger's risk rating to “high” by pushing the PV of debt-to-exports ratio above its threshold in
2020 and 2021. The remaining indicators are sensitive to shocks larger than the median, albeit to different
degrees. Such shocks would jeopardize the debt path by pushing the PV of debt-to-GDP ratio above its
threshold from 2020 onward, while the debt service-to-exports ratio would breach its threshold in 2018
and 2019 only.

19. Debt sustainability is contingent on the reforms built into the baseline being implemented.
Commitment to fiscal consolidation and steadfast implementation of the structural reforms are
instrumental to contain debt accumulation and preserve macroeconomic stability. The baseline also
presumes that Niger's large investment projects are successfully completed on time. Economic
diversification supported by private-sector development and financial deepening is crucial for expanding
the export base and mitigating the risks associated with commodity price fluctuations. Identified
weaknesses call for further strengthening of debt management and sticking to a prudent borrowing
strategy that prioritizes concessional borrowing.

D. Authorities’ Views

20. The authorities broadly agreed with the assumptions and results of the DSA and made a few
observations. While noting that the envisaged commencement of crude-oil exports would further increase
Niger's reliance on oil, they acknowledged the importance of diversifying the export base, mostly at the
intensive margin, by raising the value-added content of existing exports. Developing manufacturing
industries and modernizing existing value chains would allow exporting transformed products instead of
low value-added primary commodities. They highlighted the mitigating role of Niger's access to WAEMU's
pooled reserves. They also noted that the default size of 2 percent of GDP used in the contingent liability
stress test tailored to capture SOE debt appears rather large given their assessment of a negligible risk
associated with SOE borrowing from the domestic banking system, the limited number of SOEs that are
able to borrow abroad (due to their small size and poor capacity to produce reliable financial statements),
and the inclusion of government-guaranteed external debt of major SOEs in the analysis. They expressed
their commitment to extend public sector coverage by providing the end-December 2017 debt stocks of
major SOEs vis-a-vis the banking sector for the next review.
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Table 1. Niger: External Debt Sustainability Framework, Baseline Scenario, 2015-2038
(In percent of GDP, unless otherwise indicated)

Actual jecti Average 8/
2015 2016 2017 2018 2019 2020 2021 2022 2023 2028 03  Mistorical  Projections
External debt (nominal) 1/ 61.4 64.4 62.5 61.0 60.6 60.2 59.3 55.8 54.2 50.2 55.2 Definition of external/domestic debt
of which: public and publicly guaranteed (PPG) 30.1 326 324 340 349 361 366 354 352 285 235 354

Is there a material difference between the Y
es
two criteria?

Change in external debt 10.3 3.0 -1.9 -16 -04 -04 -0.8 -3.6 -1.6 -1.1
Identified net debt-creating flows 205 9.2 83 111 10.5 10.9 9.6 29 4.8 33 6.7 63
Non-interest current account deficit 204 15.5 16.2 187 206 22.8 18.9 14.1 13.3 1 185 152
Deficit in balance of goods and services 224 17.0 18.7 210 233 254 213 148 128 10.1 211 15.8
Exports 183 162 172 167 17.0 17.0 171 225 237 258 )
Imports 407 332 359 378 403 225 384 374 365 359 Debt Accumulation
Net current transfers (negative = inflow) 41 37 47 -40 43 43 40 36 35 31 40 36 120 380
of which: official 22 18 29 20 25 24 21 18 18 18 1 375
Other current account flows (negative = net inflow) 2.1 2.1 2.1 17 1.7 1.7 1.6 28 4.0 4.0 13 3.0 100
Net FDI (negative = inflow) 6.8 a5 E 96 6.0 © 370
Endogenous debt dynamics 2/ 7.0 -2.9 80
Contribution from nominal interest rate 00 00 00 05 05 05 05 05 05 05 1365
Contribution from real GDP growth -25 29 29 -28 -37 -33 31 58 35 -28 0 360
Contribution from price and exchange rate changes 95 00 12 .. .. ’ )
-102 62102 4] 23 75 o o3ss
of which: exceptional financing 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0 40
1 350
Sustainability indicators 20
PV of PPG external debt-to-GDP ratio w2 225 237 246 250 242 242 247 206 1348
PV of PPG external debt-to-exports ratio . 1344 1347 1398 1441 1461 1075 1023 95.9 827 00 340
PPG debt service-to-exports ratio 32 40 43 101 105 82 2.4 7.0 6.6 63 63 2018 2020 2002 2024 2006 2028
PPG debt service-to-revenue ratio 33 a5 52 103 1.2 83 9.1 85 82 84 77
Gross external financing need (Million of U.S. dollars) 10286 967.5 10735 14075 15498 16506 16378 13116 13803 15503 29111 s Rate of Debt Accumulation
. ) = = =Grant-equivalent financing (% of GDP)
Key macroeconomic assumptions ——— Grant element of new borrowing (% right scale)
Real GDP growth (in percent) 43 49 49 52 65 60 56 1.0 68 60 61 5.8 6.4
GDP deflator in US dollar terms (change in percent) -156 00 19 85 1.0 33 26 23 24 20 24 11 27
Effective interest rate (percent) 4/ 0.0 0.0 0.0 08 08 09 09 09 10 12 13 0.8 10 External debt (nominal) 1/
Growth of exports of G&S (US dollar terms, in percent) -235 71 136 1.1 92 99 88 494 15.1 98 76 75 139 of which: Private
Growth of imports of G&S (US dollar terms, in percent) 79 -14.4 156 200 147 155 -21 105 69 75 74 10.0 2.4 70
Grant element of new public sector borrowing (in percent) 374 365 36.0 36.2 36.0 358 354 354 35.9
Government revenues (excluding grants, in percent of GDP) 179 143 144 164 159 16.9 176 187 191 194 203 15.6 183 60
Aid flows (in Million of US dollars) 5/ 7480 7990 8639 10030 11539 12489 11861 12329 12584 16093 31844
Grant-equivalent financing (in percent of GDP) 6/ 94 10.1 98 85 78 72 63 58 78 50
Grant-equivalent financing (in percent of external financing) 6/ . 759 742 754 752 744 738 736 784 743
Nominal GDP (Million of US dollars) 7,255 7610 8136 9284 9990 10941 11853 13463 14725 21,654 48,097 40
Nominal dollar GDP growth -120 49 69 141 76 95 83 136 94 81 86 7.0 93
30
Memorandum items:
PV of external debt 7/ 532 495 494 486 478 446 432 387 287 20
In percent of exports . . 3097 2960 2911 2851 2790 1981 1822 150.2 1153 0
Total external debt service-to-exports ratio 32 40 43 101 105 82 94 70 66 63 63
PV of PPG external debt (in Million of US dollars) 18793 20932 23710 26872 29649 32600 35679 53545 9896.5 0
(PVE-PVL-1)/GDPt-1 (in percent) 26 30 32 25 25 23 19 11 2018 2000 2000 2004 2006 2008
Non-interest current account deficit that stabilizes debt ratio 101 125 180 203 210 233 198 176 149 121 13

Sources: Country authorities; and staff estimates and projections.

1/ Includes both public and private sector external debt.

2/ Derived as [r - g - p(1+9)}/(1+g+p+gp) times previous period debt ratio, with r = nominal interest rate; g = real GDP growth rate, and p = growth rate of GDP deflator in U.S. dollar terms.

3/ Includes exceptional financing (i.e., changes in arrears and debt relief); changes in gross foreign assets; and valuation adjustments. For projections also includes contribution from price and exchange rate changes.
4/ Current-year interest payments divided by previous period debt stock.

5/ Defined as grants, concessional loans, and debt relief.

6/ Grant-equivalent financing includes grants provided directly to the government and through new borrowing (difference between the face value and the PV of new debt).

7/ Assumes that PV of private sector debt is equivalent to its face value.

8/ Historical averages are generally derived over the past 10 years, subject to data availability, whereas projections averages are over the first year of projection and the next 10 years.
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Table 2. Niger: Public Sector Debt Sustainability Framework, Baseline Scenario, 2015-2038

(In percent of GDP, unless otherwise indicated)

Actual Projections Average 6/
2015 2016 2017 2018 2019 2020 2021 2022 2023 2028 2038 Historical Projections
Public sector debt 1/ 43, 29.8 441
of which: external debt 32.6 235 35.4 Definition of external/domestic debt N<M{ZLR LR
Change in public sector debt 40 e
4 w e Pl -
Primary deficit 5. 37 17 '
Revenue incl. grants 203 213 24.6
of which: grants 6.0 Public sector debt 1/
Primary (noninterest) expenditure 25.4 25.0 26.2
19 07 of which:local-currency denominated
Contribution from interest rate/growth differential -13 -18
of which: contribution from average real interest rate 00 01 B of which: foreign-currency denominated
of which: contribution from real GDP growth 413 419 60
Contribution from real exchange rate depreciation 32 1.1 -2.8 ... . . ...
Y] EET] 34 00 %
Privatization receipts (negative) 0.0 00 -0.1 00 0.0 0.0 00 0.0 00 0.0 0.0 40
Recognition of contingent liabilities (e.g., bank recapitalization) 0.0 00 0.0 00 0.0 0.0 00 0.0 0.0 0.0 0.0 30
Debt relief (HIPC and other) 0.0 00 0.0 00 0.0 0.0 00 0.0 00 0.0 0.0
Other debt creating or reducing flow (please specify) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 20
TR I Y S A T Y ] I 22 01 0
Sustainability indicators 0
PV of public debt-to-GDP ratio 2/ 38.9 39.5 394 381 36.7 335 31.8 276 263 2018 2020 2022 2024 2026 2028
PV of public debt-to-revenue and grants ratio 183.8 164.2 164.2 152.9 149.8 1345 127.7 112.9 103.9
Debt service-to-revenue and grants ratio 3/ 5.5 1.2 19.8 286 335 37.0 354 309 272 141 15.3
Gross financing need 4/ 94 70 89 101 12 1.0 102 88 79 48 52 of which: held by residents
Key ic and fiscal ; B of which: held by non-residents
Real GDP growth (in percent) 43 49 49 52 6.5 6.0 56 1.0 68 6.0 6.1 5.8 6.4
Average nominal interest rate on external debt (in percent) 0.0 00 0.0 15 15 15 15 15 15 16 17 1.4 1.6 1
Average real interest rate on domestic debt (in percent) 43 40 6.2 10 25 31 28 34 30 36 41 19 3.0
Real exchange rate depreciation (in percent, + indicates depreciation) 134 40 9.1 12 1
Inflation rate (GDP deflator, in percent) 1.0 02 -0.1 33 24 19 20 14 20 20 24 28 21 0 na
Growth of real primary spending (deflated by GDP deflator, in percent) 8.0 -16.0 6.6 1.1 6.0 4.6 26 1.2 66 58 64 7.8 6.5
Primary deficit that stabilizes the debt-to-GDP ratio 5/ -07 11 -09 20 29 28 29 48 30 20 17 -0.2 27 0
PV of contingent liabilities (not included in public sector debt) 0.0 00 0.0 00 0.0 0.0 00 0.0 00 0.0 0.0
0
164 159 16.9 176 187 191 194 203 2018 2020 2022 2024 2026 2028

Sources: Country authorities; and staff estimates and projections.

1/ Coverage of debt: The general government, central bank, government-guaranteed debt. Definition of external debt is Currency-based.

2/ The underlying PV of external debt-to-GDP ratio under the public DSA differs from the external DSA with the size of differences depending on exchange rates projections.

3/ Debt service is defined as the sum of interest and amortization of medium and long-term, and short-term debt.

4/ Gross financing need is defined as the primary deficit plus debt service plus the stock of short-term debt at the end of the last period and other debt creating/reducing flows.

5/ Defined as a primary deficit minus a change in the public debt-to-GDP ratio ((-): a primary surplus), which would stabilizes the debt ratio only in the year in question.

6/ Historical averages are generally derived over the past 10 years, subject to data availability, whereas projections averages are over the first year of projection and the next 10 years.
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Figure 1. Niger: Indicators of Public and Publicly Guaranteed External Debt Under
Alternative Scenarios, 2018-2028
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—_— Baseline - ——--. Historical scenario Most extreme shock 1/ = e e mm = Threshold
C ization of Default Settings Borrowing Assumptions for Stress Tests*
Size Interactions Default User defined
Shares of marginal debt
External PPG MLT debt 100%
Tailored Tests Terms of marginal debt
Combined CLs Avg. nominal interest rate on new borrowing in USD 1.8% 1.8%
Natural Disasters USD Discount rate 5.0% 5.0%
Commodity Prices ¥ Avg. maturity (incl. grace period) 26 26
Market Financing Avg. grace period 6 6

Note: "Yes" indicates any change to the size or
interactions of the default settings for the stress tests.
n.a." indicates that the stress test does not apply.

Sources: Country authorities; and staff estimates and projections.

* Note: All the additional financing needs generated by the shocks under the stress tests are
assumed to be covered by PPG external MLT debt in the external DSA. Default terms of
marginal debt are based on baseline 10-year projections.

1/ The most extreme stress test is the test that yields the highest ratio in or before 2028. Stress tests with one-off breaches are also presented (if any), while
these one-off breaches are deemed away for mechanical signals. When a stress test with a one-off breach happens to be the most exterme shock even after
disregarding the one-off breach, only that stress test (with a one-off breach) would be presented.

2/ The magnitude of shocks used for the commodity price shock stress test are based on the commodity prices outlook prepared by the IMF research

department.
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Figure 2. Niger: Indicators of Public Debt Under Alternative Scenarios,
2018-2028
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—_— Baseline — Most extreme shock 1/
- Public debt benchmark —— Historical scenario
Borrowing Assumptions for Stress Tests* Default User defined

Shares of marginal debt
External PPG medium and long-term 55% 55%
Domestic medium and long-term 17% 17%
Domestic short-term 27% 27%
External MLT debt

Avg. nominal interest rate on new borrowing in USD 1.8% 1.8%
Avg. maturity (incl. grace period) 26 26
Avg. grace period 6 6
Domestic MLT debt
Avg. real interest rate on new borrowing 4.6% 4.2%
Avg. maturity (incl. grace period) 3 3
Avg. grace period 1 1

Domestic short-term debt

Avg. real interest rate 3% 3.0%
* Note: The public DSA allows for domestic financing to cover the additional financing needs generated by the shocks
under the stress tests in the public DSA. Default terms of marginal debt are based on baseline 10-year projections.

Sources: Country authorities; and staff estimates and projections.

1/ The most extreme stress test is the test that yields the highest ratio in or before 2028. The stress test with a one-off
breach is also presented (if any), while the one-off breach is deemed away for mechanical signals. When a stress test
with a one-off breach happens to be the most exterme shock even after disregarding the one-off breach, only that
stress test (with a one-off breach) would be presented.
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Table 3. Niger: Sensitivity Analysis for Key Indicators of Public and Publicly Guaranteed
External Debt, 2018-2028

Projections 1/
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

PV of debt-to GDP ratio
Baseline 23 24 25 25 24 24 25 25 25 25 25

A. Alternative Scenarios
AT. Key variables at their historical averages in 2018-2028 2/ 23 21 19 17 19 20 21 23 26 28 30

B. Bound Tests

B1. Real GDP growth 23 25 28 28 28 28 28 28 28 28 28
B2. Primary balance 23 25 28 29 28 28 29 29 29 29 28
B3. Exports 23 26 30 31 29 29 29 29 29 29 28
B4. Other flows 3/ 23 28 33 34 32 32 32 32 31 31 30
B5. One-time 30 percent nominal depreciation 23 30 25 26 25 25 26 26 27 27 27
B6. Combination of B1-B5 23 30 32 32 31 31 31 31 31 31 30
C. Tailored Tests

C1. Combined contingent liabilities 23 26 28 28 28 28 28 28 28 28 28
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 23 26 29 29 28 27 27 27 27 26 25
C4. Market Financing n.a. na. na. na. na. n.a. na. na. na. na. na.
Threshold 40 40 40 40 40 40 40 40 40 40 40

PV of debt-to-exports ratio
Baseline 135 140 144 146 108 102 103 98 98 98 96

A. Alternative Scenarios
AT. Key variables at their historical averages in 2018-2028 2/ 135 122 m 102 83 84 89 93 101 110 118

B. Bound Tests

B1. Real GDP growth 135 140 144 146 108 102 103 98 98 98 96
B2. Primary balance 135 148 165 170 125 120 120 115 114 113 110
B3. Exports 135 180 252 253 185 174 173 165 163 161 156
B4. Other flows 3/ 135 167 196 196 142 134 133 126 123 121 17
B5. One-time 30 percent nominal depreciation 135 140 115 118 88 85 86 83 83 84 84
B6. Combination of B1-B5 135 178 167 204 149 141 141 134 132 131 127
C. Tailored Tests

C1. Combined contingent liabilities 135 155 163 165 123 17 117 m m 110 108
C2. Natural disaster na na. na. na. na. na na. na. na. na. na.
C3. Commodity price 135 182 195 189 131 120 116 109 106 104 101
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Threshold 180 180 180 180 180 180 180 180 180 180 180

Debt service-to-exports ratio
Baseline 10 10 8 9 7 7 6 6 6 6 6
A. Alternative Scenarios

A1. Key variables at their historical averages in 2018-2028 2/ 10 n 8 9 7 7 7 7 6 6 6

B. Bound Tests

B1. Real GDP growth 10 10 8 9 7 7 6 6 6 6 6
B2. Primary balance 10 10 8 10 7 7 7 7 7 7 7
B3. Exports 10 13 12 15 n 10 10 10 10 m n
B4. Other flows 3/ 10 10 9 1 8 7 7 7 8 8 8
B5. One-time 30 percent nominal depreciation 10 10 8 9 7 6 6 6 6 5 5
B6. Combination of B1-B5 10 12 n 12 9 8 8 8 9 9 9
C. Tailored Tests

C1. Combined contingent liabilities 10 10 9 10 7 7 7 7 7 7 7
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 10 13 10 1 8 7 7 7 7 8 7
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Threshold 15 15 15 15 15 15 15 15 15 15 15

Debt service-to-revenue ratio
Baseline 10 1 8 9 9 8 8 8 8 8 8

A. Alternative Scenarios
AT. Key variables at their historical averages in 2018-2028 2/ 10 m 8 9 8 8 8 9 8 8 8

B. Bound Tests

B1. Real GDP growth 10 12 9 10 10 9 9 9 9 10 10
B2. Primary balance 10 1 8 10 9 9 9 9 9 10 10
B3. Exports 10 n 9 10 9 9 9 9 9 10 10
B4. Other flows 3/ 10 m 9 10 10 9 9 9 10 m 1
B5. One-time 30 percent nominal depreciation 10 14 10 1 10 10 10 10 10 9 9
B6. Combination of B1-B5 10 12 10 1 10 10 9 10 10 m 1
C. Tailored Tests

C1. Combined contingent liabilities 10 n 9 10 9 9 9 9 9 9 9
C2. Natural disaster na na. na. na. na. na na. na. na. na. na.
C3. Commodity price 10 13 10 1 10 9 9 9 9 10 9
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.
Threshold 18 18 18 18 18 18 18 18 18 18 18

Sources: Country authorities; and staff estimates and projections.

1/ A bold value indicates a breach of the threshold.

2/ Variables include real GDP growth, GDP deflator (in U.S. dollar terms), non-interest current account in percent of GDP, and non-debt creating flows.
3/ Includes official and private transfers and FDI.
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Table 4. Niger: Sensitivity Analysis for Key Indicators of Public Debt, 2018-2028

Projections
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
PV of Debt-to-GDP Ratio
Baseline 39 39 38 37 34 32 31 30 29 28 28
A. Alternative Scenarios
A1. Key variables at their historical averages in 2018-2038 1/ 39 40 40 39 39 39 39 39 39 39 40
B. Bound Tests
B1. Real GDP growth 39 43 46 46 44 43 43 43 44 45 45
B2. Primary balance 39 42 45 43 39 36 35 34 32 32 31
B3. Exports 39 41 43 42 38 36 35 34 33 32 31
B4. Other flows 2/ 39 44 47 45 41 39 38 36 35 34 33
B6. One-time 30 percent nominal depreciation 39 44 40 37 32 29 27 25 23 21 19
B6. Combination of B1-B5 39 41 41 38 34 32 31 29 28 28 27
C. Tailored Tests
C1. Combined contingent liabilities 39 45 43 41 37 35 34 33 32 31 30
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 39 42 44 46 45 46 47 47 48 49 50
C4. Market Financing na. na. na. na. na. na. n.a. na. na. na. na.
Public debt benchmark 55 55 55 55 55 55 55 55 55 55 55
PV of Debt-to-Revenue Ratio
Baseline 164 164 153 150 134 128 124 120 17 115 113
A. Alternative Scenarios
A1. Key variables at their historical averages in 2018-2038 1/ 164 166 160 162 156 156 157 158 159 161 163
B. Bound Tests
B1. Real GDP growth 164 175 176 180 169 168 170 171 174 177 180
B2. Primary balance 164 177 179 174 155 146 141 136 132 129 126
B3. Exports 164 172 174 170 153 145 141 136 132 129 126
B4. Other flows 2/ 164 183 188 185 166 158 153 148 143 139 135
B6. One-time 30 percent nominal depreciation 164 187 166 156 133 120 m 101 93 86 80
B6. Combination of B1-B5 164 171 166 155 137 129 123 118 115 112 110
C. Tailored Tests
C1. Combined contingent liabilities 164 188 173 168 150 142 137 132 128 125 123
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 164 184 186 198 188 188 190 191 194 198 203
C4. Market Financing na. n.a. na. na. na. na. na. na. na. na. na.
Debt Service-to-Revenue Ratio

Baseline 29 34 37 35 31 27 24 20 17 15 14
A. Alternative Scenarios
A1. Key variables at their historical averages in 2018-2038 1/ 29 34 38 38 36 33 31 28 25 24 23
B. Bound Tests
B1. Real GDP growth 29 35 42 42 39 36 33 30 27 26 25
B2. Primary balance 29 34 41 44 37 32 26 22 19 17 16
B3. Exports 29 34 37 36 31 28 24 20 18 16 15
B4. Other flows 2/ 29 34 37 36 32 28 24 20 18 17 16
B6. One-time 30 percent nominal depreciation 29 33 37 35 31 28 25 21 18 16 15
B6. Combination of B1-B5 29 33 37 39 33 29 25 20 17 15 14
C. Tailored Tests
C1. Combined contingent liabilities 29 34 45 40 35 30 25 21 18 16 15
C2. Natural disaster na. na. na. na. na. na. na. na. na. na. na.
C3. Commodity price 29 36 42 45 43 40 37 33 30 29 28
C4. Market Financing na. na. na. na. na. na. na. na. na. na. na.

Sources: Country authorities; and staff estimates and projections.

1/ Variables include real GDP growth, GDP deflator and primary deficit in percent of GDP.

2/ Includes official and private transfers and FDI.

16 INTERNATIONAL MONETARY FUND




NIGER

Figure 3. Niger: Drivers of Debt Dynamics - Baseline Scenario External Debt
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1/ Difference between anticipated and actual contributions on debt ratios.
2/ Distribution across LICs for which LIC DSAs were produced.

change

change

3/ Given the relatively low private external debt for average low-income countries, a ppt change in PPG external debt should be largely explained by the drivers of the external debt
dynamics equation.
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Figure 4. Niger: Realism Tools
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Figure 5. Niger: Qualification of the Moderate Category, 2018-2028 1/
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Sources: Country authorities; and staff estimates and projections.

1/ For the PV debt/GDP and PV debt/exports thresholds, x is 20 percent and y is 40 percent. For debt
service/Exports and debt service/revenue thresholds, x is 12 percent and y is 35 percent.
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Statement by Mr. Raghani, Mr. Bah, and Mr. Diakite on Niger Executive Board Meeting
December 10, 2018

Introduction

The Nigerien authorities are thankful to Staff, Management and the Executive Board for the
financial support and the constructive policy dialogue they are benefiting from the Fund. As a
landlock country with limited resources, Niger faces tremendous challenges in its efforts to
achieve sustained economic growth to further improve the well-being of the population. The
ongoing ECF-supported program is seen as a main vehicle to help the authorities to better
strengthen macroeconomic stability, improve public financial management and support private
sector development while addressing demographic and poverty issues.

The strong commitment to sound policies and broad-based reforms demonstrated by the
authorities in implementing the ECF-supported arrangement is well reflected in the good
performance achieved since the launching of the program. This strong commitment will be
further sustained, as rightly reiterated by our authorities in their memorandum of economic and
financial policies for the medium-term.

Performance under the Program and Request for an Augmentation of Access

Despite the difficult environment aggravated by low uranium export prices, climate change,
terrorist attacks and capacity constraints, the authorities are steadfastly implementing their
economic program and the outcomes are broadly satisfactory.

Under the third program review, all performance criteria set for end-June 2018 were attained
except the clearing of domestic payments arrears which was delayed due to a tightened regional
financial market. In this regard, the authorities are requesting a waiver for non- observance of
performance criterion. On the other hand, all indicative targets for end-June 2018 were also
reached. As for the structural reform agenda, three structural benchmarks were achieved while
good progress have been made to meet the remaining two in addition to the fulfillment of the
prior action attached to this review.

Based on the good performance achieved in implementing their ECF-supported arrangement and
strong resolve to continue meeting the program’s objectives, our Nigerien authorities are
requesting the Executive Board’s completion of the third review as well as a waiver of
nonobservance of one performance criteria. Moreover, they are also requesting an augmentation
of access to Fund’s resources from 75 to 90 percent of quota to deal with external shocks and
allocate more resources to the health and education sectors to address the fiscal and external
financing gaps that will emerge as a result of the tense security situation and disappointing
uranium export proceeds. This augmentation of access is therefore necessary to help implement
the key social programs which would not be financed otherwise in an environment of tightening
financial conditions.



Recent Economic Developments and outlook

The economy of Niger is projected to grow in 2018 as expected under the ECF-supported
program. The buoyant activity in construction and services sectors will lead growth to reach
more than 5 percent against 4.9 percent in 2017. Although inflation remained higher than
normal, it is on the downward trend as it decreased to 3.1 percent in October from 5.4 percent in
April, despite increases in tax and administrative prices, government’s purchases for strategic
food supplies, and higher prices for imports.

On the fiscal front, the fiscal consolidation is progressing well and has enabled the achievement
of the authorities’ fiscal targets on revenue, domestic financing and budget deficit. Moreover,
domestic payments arrears have been substantially reduced and the clearance of all arrears by
end-2018 is within reach.

The external current account deficit for 2018, based on the revised data for 2017 is expected to
be larger than anticipated. Niger being a member of the West African Monetary Union
(WAEMU) with a common regional central bank (BCEAOQ) benefited from the union’s pooled
reserves currently covering more than four months of the union’s imports.

Policies and Reforms for the remainder of 2018 and the Medium-Term

Going forward, the Nigerien authorities remain fully committed to steadfastly implement the
policies and reforms scheduled for 2019 and beyond to achieve their ECF-supported program’s
objectives. Policy actions for the remainder of 2018 and for 2019 will be focused on boosting the
revenue base, raising the quality of spending, improving public debt management, deepening the
financial system and developing a strong private sector to increase job creation. The authorities
are also aware of potential risks facing the economy including a deterioration of security
conditions and vagaries of weather, although the growth prospects are positive with the start of a
number of large-scale projects in mining and infrastructure sectors as well as the impact of
projects financed and executed by investors in the context of the July 2019 African Union
Summit. On this basis, growth in 2019 is projected to reach 6.5 percent and could remain at this
level over the medium term.

Fiscal Policy

Fiscal consolidation will be pursued through intensive revenue mobilization and necessary
spending restraint to achieve the overall and basic deficits targets of 4.5 percent and 2.8 percent
of GDP respectively. The 2019 budget submitted to Parliament is consistent with the ECF-
supported program. Strong tax policy measures will be implemented to further enhance revenue
mobilization, including raising the VAT threshold, reinstating partially the tax on incoming
international calls, integrating receipts of the telecommunication regulator in the budget, and
better taxing the informal sector. Moreover, efforts to collect tax arrears will be stepped up as
well as the streamlining of tax exemptions. Performance plans for internal revenue
administration (DGI) and customs administration (DGD) will be better closely monitored as



well. As for public expenditures, the focus will be on their containment while increasing their
quality. In this context, delivering better public services will be pursued with the rising share of
social spending in the budget.

The authorities’ measures to improve efficiency of public spending include among others the
pursuit of civil service reform supported by the World Bank, audit of five major public entities
and state-owned enterprises, closely monitoring social programs and increasing the reliance on
public-private partnerships within the new legal PPP framework. The focus will be on build-
operate-transfer projects without government financial contributions or guarantees. Furthermore,
the authorities remain fully committed to avoid the re-emergence of domestic arrears, finalize the
implementation of the Treasury Single Account and upgrading the electronic interface between
the Treasury and the central bank (BCEAO).

While continuing to streamline expenditures, the authorities will also focus their efforts on
addressing poverty and social issues, notably by strengthening safety nets through school lunch
and cash transfer programs. The scaling up of resources for these programs is necessary as Niger
experiences chronic food insecurity and natural disasters which weigh heavily on its efforts to
improve its ranking in the United Nations Human Development Index. In this context, achieving
better outcomes and services from public spending is key and the authorities plan to build on the
implementation of program budgeting introduced two years ago to move to multi-year
budgeting, and increase the efficiency of public investment by improving the quality of project
selection and execution. To this end, they have requested the Fund’s assistance through a Public
Investment Management Assessment (PIMA).

The authorities are also committed to improving fiscal transparency by publishing the draft
budget submitted to Parliament, and budgetary outcomes for 2018 in the first quarter of 2019.
They also plan to present audited accounts to the parliament by the end of 2020.

Debt Policy and Management

Our authorities welcome the recent analysis of Niger’s debt sustainability and broadly agree with
the assumptions and results stating that Niger’s risk of external and overall public debt distress is
moderate. They take note that Niger has limited space to accommodate negative shocks as the
economy remains particularly vulnerable to negative developments of its exports mainly uranium
and oil products. In this context, the authorities remain determined to improve debt sustainability
and increase economic resilience. They will pursue their efforts to further strengthen and
diversify the production and exports base. Intensive development of manufacturing industries
together with the start of oil exports will be helpful in this regard.

The authorities’ borrowing policy will continue to be prudent with the upgraded functionality of
the Inter-Ministerial Committee on Public debt and Budgetary Support. Moreover, to consolidate
the management of all public debt, a dedicated unit is created at the Treasury.



Financial Sector Development

The Nigerien authorities are cognizant of the need to further increase the development of the
financial sector to ensure broad-based financial inclusion. To achieve these objectives while
maintaining the financial sector’ s stability, the authorities will push for continued compliance
with prudential requirements by all banks. They will also increase their efforts to phase out cash
payments at DGD and DGI and, as of January 2019, pay salaries of civil servants and
government workers via bank transfer and mobile money. The authorities will also encourage the
use of the BCEAO support instruments for lending to SMEs and plan to convene in 2019 a donor
round table to fund the implementation of their new financial inclusion strategy.

Structural Reforms

To unleash Niger’s potential growth, the authorities aim at developing a strong private sector for
job creation and sustained vibrant economic activity. They will push ahead the needed reforms to
further improve the business environment as well as Niger’s indicators in the World Bank’s
Doing Business. This will help enhance various institutions and programs put in place to
promote the development of the private sector.

Moreover, the authorities intend to speed up their efforts to strengthen the institutional and legal
frameworks against corruption. On the transparency front, needed steps to rejoin the Extractive
Industry Transparency Initiative in 2019 will be undertaken. The authorities also plan to
continue implementing the FATF standard as regard the AML/CFT together with the
recommendations of the completed National Risk Assessment.

Given Niger’s limited resources, the authorities will continue to address adequately the
demographic challenges they face in their efforts to achieve the objectives laid out in the PDES
2017-2021. Based on their National gender policy and the Decree on Education of Girls, further
efforts will be deployed to increase public awareness on demographic challenges. In this regard,
the continued support of the international community will be needed.

Conclusion

In steadfastly implementing the ECF-supported program, our Nigerien authorities demonstrated
their strong commitment to sound policies and reforms aimed at fostering a broad-based and
inclusive economic growth. They will pursue their efforts to achieve the program’s objectives
and reduce the vulnerability of the economy to shocks. In this regard, our Nigerien authorities
look forward to the continued support of the Fund, and they request the Executive Board’s
support for the completion of the third review and the requests for non-observance of
performance criterion and augmentation of access to IMF resources.
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