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SRI LANKA REACHED DEBT RESTRUCTURING AGREEMENT WITH OCC
Key highlights Report date: 29.11.2023

Sri Lanka has moved closer to finalizing the first review of its International Monetary Fund (IMF) program, as the Official Creditor
committee (OCC) has agreed on a preliminary debt restructuring proposal. The country owes USD 4.36 Bn to Paris Club creditors
and USD 1.68 Bn to India, which is also in the Official Creditor Committee. The deal is said to cover debt worth USD 5.9 Bn.
Additionally, Sri Lanka has an agreement with China, operating independently from the Paris Club, with restructuring terms
reportedly resembling those negotiated with the OCC.

The latest development
Sri Lanka has taken a significant stride in its economic recovery by reaching an initial agreement to restructure its debt with Official
Creditor Committee (OCC), including India and the Paris Club.

Masato Kanda, the vice minister for International Affairs at Japan’s Ministry of Finance, confirmed that the deal, though without
specifics disclosed, doesn’t involve a debt haircut. The deal is said to include rate cuts and tenure extensions.

The agreement revolves around defining key parameters for debt restructuring, mirroring an earlier agreement between Sri Lanka
and China and aligning with the conditions outlined in the International Monetary Fund’s $3 billion bailout package.

Significance to the IMF program

Despite initial doubts, Sri Lanka has navigated this process successfully, raising expectations for the IMF board to conclude the first
review of Sri Lanka's EFF program by December and proceed to release the USD 333 Mn second tranche. The restructuring
agreement is reportedly consistent with parameters laid out in the International Monetary Fund’s $3 billion bailout.

Implementing a viable restructuring plan can enhance Sri Lanka's credibility with the IMF and other international lenders, potentially
solidifying support for the ongoing IMF program.

Impact on Interest rates
Initially, an agreement for debt restructuring might alleviate immediate financial pressures, potentially leading to short-term
stabilization in interest rates. Creditors may offer more favorable terms or defer payments, providing temporary relief.

Depending on the nature of the restructuring, if it leads to a more manageable debt burden and increases confidence in Sri Lanka's
ability to repay, it could positively influence long-term interest rates, causing the rates to decline.

Impact on sovereign credit rating

The debt restructuring agreement have a positive impact on Sri Lanka's sovereign credit rating in the short term. Rating agencies
would view it as a proactive step to address fiscal challenges. Sustainable implementation of the restructuring terms, improved fiscal
discipline, and economic stability are crucial for maintaining or improving the sovereign credit rating in the long run.

Debt sustainability

A well-structured debt restructuring plan that reduces the overall debt burden, extends repayment schedules, or secures more
favorable interest rates could enhance Sri Lanka's debt sustainability. This could create space for investment in development
initiatives and economic growth.

Challenges remain

The restructuring plan is likely linked to broader economic reforms that Sri Lanka needs to undertake. The sustainability of these
reforms and their effectiveness in addressing underlying economic issues, such as fiscal discipline and revenue generation, remain
crucial challenges.

If the restructuring plan doesn’t effectively address the root causes of Sri Lanka's debt issues or if the country's economic
performance doesn't improve, debt sustainability could remain a concern. Overreliance on further borrowing or inability to meet
repayment obligations could exacerbate the situation.

Source: Bloomberg, Economynext, Press releases
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DISCLAIMER

Ambeon Securities has taken reasonable steps to ensure the accuracy and reliability of the information presented in this Report. While
we strive for accuracy, we do not guarantee the completeness or correctness of the information. The information may be subject to
change without notice, and Ambeon Securities is not obligated to update or revise the Report after its initial publication. Any updates or
revisions will be made at the sole discretion of Ambeon Securities.

Ambeon Securities, its employees, and affiliates shall not be held liable for any direct or indirect loss or damage that may arise from the
use of the information contained in this Report. This includes, but is not limited to, financial losses, lost profits, direct, indirect, incidental,
punitive or any other consequential damages.

The information and opinions presented in this Report are for informational purposes only and should not be construed as any offer,
investment advice, a recommendation to buy or sell any securities, or an endorsement of any investment strategy. Ambeon Securities
does not provide personalized investment advice, and you should consult with a qualified financial advisor before making any investment
decisions. This Report may contain forward-looking statements that involve risks and uncertainties. These statements are based on our
current expectations and assumptions and are subject to various factors that may cause actual results to differ materially from those
expressed or implied in the Report.

This report does not take into account the specific financial situation, investment objectives, or risk tolerance of individual readers.
Consequently, investments discussed in this report may not be suitable for all investors. Each reader is responsible for determining the
suitability of any investment based on their own circumstances.

Ambeon Securities, its employees, and affiliates may have financial interests in the securities mentioned in this Report. These interests
may change without notice, and such positions may have an impact on the opinions expressed in the Report.

This Report is intended solely for the use of the recipient and may not be reproduced, redistributed, or otherwise disseminated to any
other person or entity without the express written consent of Ambeon Securities. All rights, including copyright, are reserved.

Investing in securities involves risks, including the risk of loss of principal. Past performance is not indicative of future results, and the
value of investments may go up or down. These risks may include, but are not limited to, market risk, liquidity risk, credit risk, geopolitical
risk, and other factors that can impact the performance of investments.

By accessing and reading this Report or downloading the report electronically, you acknowledge and agree to the terms and conditions
outlined above. If you do not agree with these terms, please refrain from using this Report. Ambeon Securities assumes no responsibility
for any unauthorized use of this Report or its contents.
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