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Fiji 

(2019) 

Public debt is expected to increase steadily under the baseline, posing 

major risks to debt sustainability. Natural disasters and contingent 

liabilities from state-owned enterprises pose further risks to public debt 

sustainability. 

Staff assess debt to be sustainable—but subject to significant 

risks—under a scenario where the authorities deliver on fiscal 

consolidation at least as ambitious as that envisioned in the baseline 

scenario. As a small island economy, Fiji remains vulnerable to 

macroeconomic shocks, particularly those related to natural 

disasters and contingent liabilities. 

 

  

Kiribati 

(2018) 

The 2018 Debt Sustainability Analysis (DSA) indicates that Kiribati 

remains at high risk of debt distress, although the debt burden 

indicators improved somewhat thanks to the improved fiscal position 

and associated increase in fiscal buffers over the last few years. 

The 2021 Debt Sustainability Analysis (DSA) indicates that Kiribati’s 

debt is sustainable, but it remains at high risk of debt distress. Stress 

tests confirm the vulnerability of the debt position to plausible 

shocks. Nonetheless, Kiribati’s vulnerability to debt distress is 

significantly mitigated by several factors: (i) grant-only status for 

MDB financing; (ii) the government has large cash buffers which it 

can draw on to finance deficits in the near term; and (iii) the 

breaches occur only in the long term. 
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Marshall 

Islands 

(2018) 

The 2018 Debt Sustainability Analysis (DSA) assesses that the 

Republic of the Marshall Islands (RMI) remains at high risk of debt 

distress. Containing the risk of debt distress requires continuation of 

grants to support the country’s large development needs, and 

implementation of fiscal and structural reforms to promote fiscal 

sustainability and growth. 

The 2021 Debt Sustainability Analysis (DSA) indicates that the 

Republic of the Marshall Islands (RMI)’s debt is sustainable but 

remains at high risk of debt distress. 

  

 

Micro-

nesia 

(2019) 

The Federated States of Micronesia (FSM) remains at high risk of debt 

distress under the Debt Sustainability Framework (DSF). Unless the 

Compact Agreement with the United States or parts of it are renewed, 

the FSM will face a fiscal cliff when the U.S. Compact grants amounting 

to 20 percent of GDP are expected to expire in FY2023. 

The Federated States of Micronesia (FSM) remains at high risk of 

debt distress under the Low-Income Country Debt Sustainability 

Framework (LIC DSF). The expected expiration of the U.S. Compact 

grants in FY2023 could result in a fiscal cliff. 

 

 

 

Palau 

(2018) 

 

Palau’s public debt is expected to remain sustainable despite the AsDB 

loans of about US$53 million which started to be disbursed in FY2016. 

GDP growth shocks and associated fiscal costs arising from high 

volatility in the tourism sector or natural disasters are the major risks to 

debt sustainability. 

While Palau’s public debt remains sustainable, a sharp deterioration 

of the fiscal position due to the pandemic has significantly increased 

debt sustainability risks. Considering Palau’s susceptibility to 

shocks, including high growth volatility and natural disasters, 

rebuilding fiscal buffers over the medium term once the post-

pandemic recovery is fully entrenched should be a priority. 
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Papua 

New 

Guinea 

(2018) 

The Debt Sustainability Analysis (DSA) indicates that Papua New 

Guinea (PNG) faces a moderate risk of debt distress based on an 

assessment of public external debt, with limited space to absorb 

shocks; and moderate overall risk of public debt distress. 

Papua New Guinea (PNG) remains at high risk of debt distress 

under the Low-Income Country Debt Sustainability Framework (LIC 

DSF), with weak debt-carrying capacity. While the planned fiscal 

consolidation helps address debt vulnerabilities exacerbated by the 

global COVID-19 shock, the risk of both external and public debt 

distress continues to be assessed as high. 

 

  

Samoa 

(2019) 

 

Samoa remains at high-risk of external debt distress under the revised 

Debt Sustainability Framework (DSF). Given Samoa’s vulnerability to 

natural disasters, strategies to strengthen Samoa’s resilience to 

economic shocks should continue to be implemented. 

Samoa remains at high risk of external and overall debt distress. 

Given Samoa’s vulnerability to natural disasters and external 

shocks, debt sustainability hinges upon the government’s efforts to 

build fiscal and external buffers and enhance resilience. 
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Solomon 

Islands 

(2019) 

The overall risk of debt distress remains moderate, reflecting a 

deteriorating fiscal position. The external risk of debt distress rating for 

Solomon Islands has been maintained at moderate. To rebuild fiscal 

buffers and to enhance resilience against shocks, both stronger 

revenue mobilization measures and expenditure rationalization are 

needed. Although the DSA suggests there is space to absorb a shock, 

Solomon Islands often faces fiscal liquidity problems due to weak public 

financial management and the cash balance is currently at a low level. 

External and overall public debt have increased as a result of the 

COVID-19 pandemic, but Solomon Islands remains at moderate risk 

of external and overall debt distress. With pronounced uncertainty 

around the economic outlook, debt sustainability needs to be 

anchored by a prudent fiscal policy to rebuild fiscal buffers, while 

creating fiscal space for meeting development spending needs 

through stronger revenue mobilization measures and expenditure 

rationalization. 

 

 
 

Tonga 

(2017) 

The 2017 Tonga’s debt sustainability analysis (DSA) increases the 

external debt distress rating from moderate to high risk, as the indicative 

thresholds for debt-to-GDP and debt-to-exports are breached in the 

projection horizon, given the large expected impact on economic growth 

and fiscal balances posed by future natural disasters. 

The risk of debt distress rating for Tonga remains high. Long-term 

debt sustainability hinges on fiscal adjustment, continued donor 

grant inflows, and debt relief to finance fiscal and external gaps. 

Under such policies, continued grant financing consistent with 

historical levels would help stabilize external debt dynamics. To 

rebuild fiscal buffers and enhance resilience against shocks, 

stronger revenue mobilization measures, expenditure rationalization, 

and effective debt management strategies are needed. 

  

 

Tuvalu 

(2018) 

The DSA concludes that Tuvalu remains at a high risk of debt distress, 

in line with the 2016 DSA conclusion. External debt has breached 

several thresholds as of 2017, including for the present value of debt-to-

GDP. Risks to debt sustainability remain high due to elevated current 

Tuvalu remains at a high risk of debt distress, unchanged from the 

2018 DSA. While government’s fiscal position in 2020 remained in 

surplus, under the current policies Tuvalu is projected to face 

persistent fiscal deficits going forward. This assessment is based on 
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spending, a projected decline in fishing revenue and grants, and risks of 

natural disasters. This underscores the importance of containing the 

fiscal deficit and maintaining buffers. 

the assumption of a continued access to external budget support on 

concessional terms from the development partners, low debt service 

ratios throughout the projection horizon, and significant cash buffers 

in Consolidated Investment Fund. 

  

 

Vanuatu 

(2019) 

Vanuatu’s overall risk of debt distress is assessed as moderate. 

Although the PV of the public-debt-to-GDP ratio remains below the 55 

percent benchmark under the baseline scenario, the public-debt to GDP 

ratio would breach the authorities’ debt ceiling of 60 percent by 2025. 

Further, a tailored natural disaster shock would lead to a significant 

deterioration in debt sustainability, breaching the benchmark. When 

contracting new public infrastructure projects, the authorities are 

encouraged to seek grants or concessional loans as much as possible 

to contain its debt burden. 

The 2021 Debt Sustainability Analysis (DSA) indicates that the risk 

of debt distress rating for Vanuatu remains moderate with limited 

space to absorb shocks and has not changed from the 2019 DSA. 

The most extreme shock in terms of the public debt-to-GDP ratio is 

growth. The DSA results indicate the need for rebuilding fiscal 

buffers and enhancing resilience against shocks, including from 

natural disasters. Such needs would require early formulating a 

medium-term fiscal strategy, particularly revenue mobilization 

measures. 

 

 
 

 


