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FRONTIER MARKETS QUARTERLY – 2Q20

Frontier Market Credit Risks Still 
High, after Record Negative Actions 

Key Sovereign Rating Actions
Kenya’s Outlook Revised to 
Negative; Rating Affirmed at ‘B+’

Namibia Downgraded to 
‘BB’; Outlook Stable

Costa Rica Downgraded to 
‘B’; Outlook Negative

Tunisia Downgraded to 
‘B’; Outlook Stable

Jordan’s Outlook Revised to 
Negative; Rating Affirms at ‘BB-’

Georgia’s Outlook Revised to 
Negative; Rating Affirmed at ‘BB’

Sri Lanka Downgraded to 
‘B-’; Outlook Negative

Global lockdowns of varying lengths and degrees curtailed domestic economic 
activity and hampered international trade, tourism and remittances during 1H20. This, 
combined with plummeting commodity prices, currency depreciation and a drop in 
investor appetite, has led frontier markets (FMs) to experience an unprecedented wave 
of negative rating actions, mostly in April and May.  

Of the 19 FM sovereigns that experienced rating and/or outlook changes during 1H20, 
half saw ratings downgraded, while the other half experienced a negative change 
in Outlook (either from Stable to Negative or from Positive to Stable). Most of these 
changes affected sovereigns in the Middle East and Africa (7 in SSA and 3 in MENA), 
while in the Americas, three sovereigns were downgraded (Suriname 3x, Guatemala 
and Costa Rica) and one experienced a change in Outlook to Negative (El Salvador)1. 

FM Asia experienced the lowest proportion of negative actions (2:4) among all regions, 
with 1 downgrade (Sri Lanka) and 1 Outlook revision from Positive to Stable (Vietnam). 
Europe recorded zero FM downgrades, but of the five European FMs included in the 
NEXGEM index, three (Armenia, Azerbaijan and Georgia) had Outlooks revised to 
Negative in April. (For more information on these and other rating actions that took 
place during the first four months of this year, please refer to our previous edition - the 
link can be found at the bottom of this page). 

Weakened Pre-Pandemic Fiscal Positions Deteriorating Further. As the impact 
of containment measures and commodity price shocks became clearer throughout 
the second quarter, Fitch continued to revise its projections for economic growth 
downward and government debt ratios upward, reflecting the severe effect these 
shocks are having on both fiscal and external accounts. Many FMs, particularly in MEA 
and LatAm, started the pandemic with an already weakened fiscal position, limiting 
their countercyclical policy flexibility and ability to support post-crisis recoveries. In 
2019, all LatAm & Caribbean countries, except for Jamaica, reported fiscal deficits, 
which in many cases were large (Bolivia, Costa Rica, Suriname), and all countries except 
Jamaica reported higher government debt compared to 2008. In SSA, government debt 
burdens are rising at a faster pace and to a higher level than in any other FM region, 
with Angola, Mozambique and Zambia expected to surpass 100% of GDP by the end of 
this year. 

Sub-Saharan Africa (SSA) will experience its first contraction in decades as a result of 
the coronavirus pandemic and the commodity price shock. Six out of 11 SSA frontier 
markets will experience a decline in GDP this year. While the main oil-exporting FMs 
Angola, Gabon and Nigeria will be hit particularly hard, sovereigns dependent on 
tourism and remittances, mining and agricultural products will also face significant 
challenges. Repeated droughts in Namibia and Zambia and locust infestations in 
Ethiopia and Northern Kenya have damaged crops in these countries. Disruptions to 
mining activity, for example in Namibia and Zambia, and potential disruptions caused 
by terrorism or political instability (Mozambique, Cameroon, Ethiopia, Tunisia) add 
further pressure. 

Quarterly Frontier Markets Recap

1

www.fitchratings.com  |  April 2020

FRONTIER MARKETS QUARTERLY – 1Q20

Coronavirus and Commodity Shock Add to Frontier Market Vulnerabilities

Key Sovereign Rating Actions
Outlook on Vietnam Revised to Stable; Rating Affirmed at ‘BB’
Nigeria Downgraded to 
‘B’; Outlook Negative
Gabon Downgraded to ‘CCC’
Outlook on Armenia 
Revised to Negative
Guatemala Downgraded to ‘BB-’
Angola Downgraded to 
‘B-’; Outlook Stable
Suriname’s Ratings 
Downgraded to ‘CCC’

As drastic measures are being implemented to contain the spread of the coronavirus outbreak across the globe, frontier markets (FMs) are particularly vulnerable to the economic, social and political fallout of the pandemic. A slump in commodity prices is adding further pressure, as many of these countries are highly dependent on commodity exports. However, the fall in oil prices will have mixed effects, serving as a mitigating factor 
for oil importers. 

Even prior to the global outbreak, FMs were facing multiple challenges, with many countries 
already exhibiting sluggish growth (Nigeria, Angola, Namibia, Gabon, Jordan, Jamaica, El Salvador, Costa Rica, Sri Lanka, Pakistan, Belarus and Azerbaijan), difficulties in consolidating 
fiscal accounts and stabilizing public debt burdens (Suriname, El Salvador, Angola, Gabon, Mozambique, Zambia, Tunisia, Sri Lanka and Pakistan), as well as experiencing rising political 
and social pressures (Iraq, Ethiopia and Bolivia, among others).In Latin America and the Caribbean, Fitch now forecasts 2020 real GDP to decline across the board, with Guatemala (zero growth) and Paraguay (+1% growth) being the only exceptions among Fitch-rated sovereigns. However, this could change quickly as the 

pandemic evolves, due to major downside risks to our projections after already dramatic cuts. Suriname and Jamaica are expected to weaken the most among the region’s FMs, as 
domestic policies create short-term risks for the former and the slump in travel & tourism causes significant disruptions for the latter. Fiscal positions were already weak for many Americas FMs, particularly Bolivia, Costa Rica and Suriname, and fiscal support packages will 
push debt higher across the region. 
External debt service was already difficult for Suriname pre-coronavirus, triggering its downgrade in mid-January to ‘CCC’. Guatemala’s diminishing fiscal flexibility due to weak tax collections and lower growth prospects stemming from the global pandemic, led to its 
downgrade to ‘BB-’ in April. The country’s revenue-to-GDP ratio is the lowest of all Fitch-rated sovereigns except Bangladesh and Nigeria. Central American & Caribbean FMs are particularly vulnerable to the expected fall in remittances and tourism revenues. Workers’ remittances from the U.S. represent nearly 20% of GDP for El Salvador and 14% for Guatemala. The loss in foreign currency revenues will partly be offset by lower oil prices, as 

these countries are net oil importers.
In the Middle East and Africa (MEA), the sharp drop in oil prices has added rating pressures to oil-exporting FMs with vulnerable public and external finances. Among African 
oil producers, the impact on government revenues will be strongest in Angola and Gabon, 
followed by Nigeria. All three countries have been downgraded since the beginning of March, with Gabon’s downgrade to ‘CCC’ from ‘B’ reflecting that sovereign’s heightened probability of default.  

While the oil price shock may benefit the region’s oil importers, this will be more than offset 
by the adverse effects linked to the coronavirus pandemic, including a slump in tourism, weakening demand for non-oil exports and lower remittances, which are sensitive to activity in GCC countries and the eurozone. 
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Political and Social Pressures Pose Challenges for Frontier Markets in 2020

Key Sovereign Rating ActionsNigeria’s Outlook Revised to Negative; Rating Affirmed at ‘B+’Sri Lanka’s Outlook Revised to Negative; Rating Affirmed at ‘B’Armenia Upgraded to ‘BB-’; Outlook Stable
Bolivia Downgraded to ‘B+’; Outlook Remains Negative

Cote d’Ivoire’s Outlook Revised to Positive; Rating Affirmed at ‘B+’Namibia Downgraded to ‘BB’; Outlook Stable

Webinars/Podcasts
2020 Outlook for Asia-Pacific Sovereigns

2020 Outlook: Emerging Europe Sovereigns
Asian Frontier Markets

Weaker economic growth, increasing social pressures, and idiosyncratic political, policy and 

reform uncertainties led to a directional change in frontier market rating actions in 2019. 

Eleven Fitch-rated frontier markets saw negative actions in 2019 compared to just six in 

2018, while only eight sovereigns saw positive actions compared to 13 the previous year. 

The Middle East & Africa (MEA) and Latin America & the Caribbean exhibited the same 

number of negative rating actions (2 downgrades and 4 outlook revisions to negative), but 

these represented a much larger share of the total for the Americas (almost two thirds, 

versus one third for the MEA region). MEA frontier markets recorded one positive outlook revision (Côte d’Ivoire) and two 

upgrades, Egypt and Mozambique, with the latter reflecting the curing of an almost 3-year 

long default. In the Americas, Jamaica was upgraded to ‘B+’ as its large primary surpluses 

led to a significant cut in general government debt/GDP. Ecuador’s outlook was stabilised 

as financing risks eased following the launch of its IMF programme and subsequent liability 

management efforts, but political volatility late in the year highlights persisting risks. Both 

Egypt and Ecuador formed part of the NEXGEM index in early 2019 but were later removed 

in exchange for Uzbekistan and Papua New Guinea. In Emerging Europe, the positive rating momentum continued, with the upgrade of 

Georgia in 1Q19 reflecting the country’s macroeconomic resilience against regional 

shocks and Armenia’s upgrade in 4Q19 supported by its commitment towards a stable 

macropolicy agenda and the implementation of structural reforms, including the fight 

against corruption. Armenia’s institutions allowed for a peaceful and orderly political 

transition in 2019. After last year’s rating actions, the outlooks for European frontier 

markets are now stable across the board. Rating changes were balanced in Asia, with one Outlook revision to Positive (Vietnam) and 

one to Negative (Sri Lanka). Although Vietnam had been upgraded in 2018, persistent 

current account surpluses, falling government debt and high growth led to another 

positive action in 2019. Sri Lanka’s negative outlook revision in December was driven 

by a significant shift in fiscal policy and the potential for a roll-back of reforms after 

November’s Presidential election. Mongolia and Pakistan’s ratings remained unchanged. 

Pakistan was able to secure a 39-month IMF programme in mid-2019, which should ease 

external financing pressures, but reserves will take time to rise and the programme faces 

implementation risks.
Political and social pressures are significant in both MEA and the Americas, but many 

Sub-Saharan Africa (SSA) frontier markets are benefiting from rapid growth (Kenya, Ghana, 

Ethiopia and Côte d’Ivoire are expected to grow by as much as 6%-7.5% in 2020). This is 

not the case in the Americas, where growth has generally softened or come to a standstill. 

Paraguay, the highest-rated Latin America frontier market in our portfolio, is estimated to 

have recorded zero growth in 2019, as weather-related issues and the weak economies 

of its neighboring countries led to a sharp drop in exports. However, Paraguay’s growth is 

expected to rebound to 4% in 2020, representing an outlier in a region where growth is 

expected to remain subdued throughout this year.
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Financing Constraints, Institutional 
Weaknesses a Common Theme

Key Sovereign Rating ActionsSri Lanka Affirmed at ‘B’; Outlook 
Stable

Armenia’s USD Bonds ‘Rated B+(EXP)’
Suriname’s Outlook Revised to Negative; Ratings Affirmed at ‘B-’El Salvador’s 2050 USD Bond Rated ‘B-’Iraq Affirmed at ‘B-’; Outlook Stable

Angola’s Outlook Revised to Negative; Rating Affirmed at ‘B’

WebcastFitch on BelarusJordan First Time Rating and Middle Eastern Sovereign Outlook

Fitch recently held its annual Global Sovereign Conference series in eight major cities 

across the globe, this time including a section specifically dedicated to frontier markets, 

called “The View from the Frontier”. At the first two conferences, hosted in Hong Kong and 

Singapore, Sagarika Chandra discussed the Asian frontier markets Vietnam, Sri Lanka and 

Pakistan, while at the European conferences, Erich Arispe focused on CIS frontier markets 

Belarus, Uzbekistan and Ukraine. Finally, in the U.S., Carlos Morales covered the Central 

American frontier markets Costa Rica, Guatemala and El Salvador. Below are the highlights 

of all three presentations, complemented with published Fitch research and webcasts. 

For CIS frontier markets (here we will focus on Uzbekistan and Belarus, as these 

form part of JP Morgan’s updated NEXGEM index), access to external financing remains 

key, as Uzbekistan grapples with a large current account deficit (7.1% in 2018, versus a 

2.5% surplus in 2017) reflecting public investment and Belarus faces high external debt 

repayments (USD3.1 billion in 2019 alone) and low international reserve coverage (1.9 

months of current external payments, compared to the ‘B’ median of 3.5 months and 

Uzbekistan’s 11.9 months). Currency risk is high for both countries, as over 90% of their debt is FC-denominated. 

Additional challenges for Belarus (‘B’/Stable) include weaker-than-peer GDP growth and 

high dependence on Russia for trade, investment and external financing, despite progress 

towards diversification. On the other hand, Belarus exhibits a significant drop in inflation to 

mid-single-digit figures and lower than ‘B’ median current account deficits and government 

debt (although net external debt remains significantly above the peer median), as well as 

high income per capita and human development indicators relative to its peers. For more 

information on Belarus’ sovereign and banking sectors, please refer to the articles featured 

in this newsletter, as well as the Webcast: Fitch on Belarus.

In many respects, Uzbekistan’s (‘BB-’/Stable) strengths and weaknesses are opposite of 

those exhibited by Belarus, with still high inflation, low income per capita, weak governance 

indicators and high commodity dependence representing its main challenges. This 

is balanced against strong GDP growth (about twice Belarus’), low government debt 

(20pp of GDP below Belarus’) and a robust external balance sheet. In addition to ample 

reserve coverage, Uzbekistan’s external liquidity is among the highest in the ‘BB’ category, 

mitigating the risks related to its high current account deficit, financial dollarization and 

commodity dependence. More information on Uzbekistan and other CIS frontier markets 

can be found in the article following this summary.
We assigned Uzbekistan’s rating in December 2018 and affirmed it in May. For more details 

please refer to the Webcast: Fitch on Uzbekistan - The Newest EM Sovereign Issuer.

For Central American frontier markets, risks are titled to the downside, as evidenced 

by the Negative Outlook on Costa Rica (rated ‘B+’) and Guatemala (rated ‘BB’), and the 

low rating assigned to El Salvador (‘B-’/Stable). Common themes in Central America 

are significant fiscal and financing constraints, as well as ongoing political polarization. 

Legislative assemblies tend to be atomized across the region, with current administrations 

enjoying limited legislative support. This leads to uncertainty over budget and financial 

approvals, with a two-third majority vote in Congress required for external debt issuance in 

El Salvador and Costa Rica.
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Jordan Now Part of Fitch’s Frontier Market Universe: Fitch Ratings expanded its 

Frontier Market (FM) coverage in the second quarter by assigning Jordan a first-time 

Issuer Default Rating (IDR) of ‘BB-’. In assigning the rating we noted Jordan’s record 

of reforms as well as its availability of domestic and external financing. At the same 

time we point out the risks from weak economic growth and a challenging political 

environment. In the Webinar: Jordan’s First-time Rating and Middle Eastern 

Sovereign Outlook, Fitch discusses Jordan’s debt trajectory, large external financing 

needs and commitment to fiscal consolidation. In a separate commentary, Fitch 

highlights the banking sector’s healthy profitability, asset quality and capital metrics in 

the context of the country’s challenges. (See Regional Commentary section below.)

Ratings Mostly Stable; High Debt Levels Pose Risks: Fitch undertook 15 

FM sovereign rating actions during the second quarter, including one downgrade 

(Zambia), two Outlook revisions to Negative (Bolivia and Guatemala) and one Outlook 

revision to Positive (Vietnam). The bulk of the actions were rating affirmations, with 

seven of them taking place in the MEA region. However, debt ratios in Sub-Saharan 

Africa have risen faster than for emerging markets as a whole over the past 10 years, 

leading the region’s average sovereign rating to decline by one notch to ‘B+’ between 

2012 and 2018. Further increases in public debt burdens may trigger additional rating 

downgrades. (More details can be found in Fitch’s Podcast: Sub-Saharan African 

Debt, as well as in a Newsreel commentary below.)Negative Rating Actions: Zambia, the government’s skyrocketing debt, combined 

with high external financing needs, falling FX reserves and limited access to domestic 

and external financing, have already led to the sovereign’s downgrade to ‘CCC’. 

Bolivia’s eroding external and fiscal buffers, due in part to adverse developments 

and uncertainties in the gas sector, led to the revision of the Outlook to Negative. 

In Guatemala, a similar action was triggered by heightened political tensions and 

uncertainty as well as a steady erosion in tax revenues. Guatemala’s general elections 

in June resulted in a fragmented congress, and low voter turnout may weaken the 

next administration’s mandate. The second round in the presidential election, held in 

August, will be key to watch.Bright Spot: Vietnam was a bright spot. Its Outlook revision to Positive in May reflects 

the country’s strengthening external buffers resulting from consistent current account 

surpluses, as well as its falling government debt, high economic growth and stable 

inflation. The government’s key reforms to expand the role of private enterprises, as 

well as its recently unveiled landmark development strategy for the banking sector, 

both aimed at sustaining its current growth momentum, were among the topics 

discussed at the “Fitch on Vietnam Forum” held in June.IMF News Positive in Asia and Latam: Positive developments in Asia included 

Pakistan’s 39-month USD6 billion EFF with the IMF, agreed at a staff level meeting 

in May and approved by the executive board in early July. The programme will 

reduce external financing pressures and facilitate the rebuilding of FX reserves, while 

improving the sovereign’s access to global capital markets and acting as a catalyst 

for financing from the World Bank and the Asian Development Bank. In Sri Lanka, 

the challenges that arose from the Easter bombings have increased the importance 

of its IMF programme in assisting in funding support. The completion of the board’s 

fifth review in June released USD164 million in funding, for a total of USD1.2 billion 

under the EFF agreement, and extended the programme by a year, to June 2020. In 

addition, following the review, Sri Lanka issued USD2 billion of bonds in the global 

capital markets, similar to Kenya’s USD2.1 billion total issuance of senior unsecured 

notes in May. This was significantly larger than Guatemala’s USD1.2 billion in notes, also 

Key Sovereign Rating ActionsZambia Downgraded to ‘CCC’Bolivia’s Outlook Revised to NegativeJordan’s ‘BB-’ Rating Published; Outlook StableArmenia Affirmed at ‘B+’; Outlook PositiveVietnam’s Outlook Revised to Positive; Ratings Affirmed at ‘BB’Guatemala Affirmed at ‘BB’; Outlook Revised to Negative

WebcastJordan First Time Rating and Middle Eastern Sovereign OutlookFitch on Azerbaijan and Kazakhstan

Previous ReportsFrontier Market Newsletter - 1Q19

Previous ReportsFrontier Market Newsletter - 2Q19

Previous Reports
Frontier Market Newsletter - 3Q19

Previous Reports
Frontier Market Newsletter - 4Q19

Webinars
CFA Franc Reform and 
Francophone African Sovereigns
Impact of COVID-19 and oil 
price collapse on Middle East 
and Africa Sovereigns
Latin America Sovereign Overview

Previous Reports
Frontier Market Newsletter - 1Q20

Webinars
Global EM Sovereign Rating 
Vulnerabilities and Outlook

Impact of COVID-19 and oil 
price collapse on Middle East 
and Africa Sovereigns

Latin America Sovereign Outlook

1 Jamaica’s change in Outlook to Positive in January was reversed to Stable in April, leaving the outlook 
unchanged by the end of 1H20 versus Dec.’19.
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In the Middle East and North Africa (MENA), all three FMs are 
expected to record a sharp contraction in GDP during 2020, ranging 
from -4.5% in Tunisia and -5% in Jordan, to -9% in Iraq. Low growth 
and high unemployment present risks of social unrest, adding to 
the region’s already high geopolitical and security issues. While 
these countries’ government debt/GDP is expected to exceed 
80% this year, Jordan and Iraq boast high albeit declining levels of 
international reserves, and all three sovereigns enjoy strong support 
from international donors and official creditors, which mitigates 
high current account deficits and increasing net external debt. 
However, official support was not sufficient to offset Tunisia’s large 
macroeconomic imbalances, leading to its downgrade in May.    

Large External Financing Needs Rising in MEA and LatAm. 
Widening current account deficits in many countries are 
increasing external funding pressures, with MEA’s external 
financing needs expected to nearly double over 2020-2021.
These needs will largely be met through a combination of official 
borrowing and reserve drawdowns, as global capital markets 
have become prohibitively costly for many FMs (Guatemala 
and Paraguay are some of the exceptions) and local markets 
are generally shallow. Borrowing constraints and a steep 
amortization schedule were among the factors that triggered 
Costa Rica’s downgrade in May. Financing constraints from 
increased reliance on short-term debt, limited additional local 
market funding and uncertain access to external markets also 
played a major role in El Salvador’s Outlook revision to Negative. 

Suriname’s debt sustainability has been a concern for a while, 
as debt/GDP approaches 90% this year and the government’s 
USD1 billion debt was issued at a steep interest rate of 9.5%. 
Distressed financing conditions and the “consent solicitation” to 
defer a 30 June principal payment, an effective debt restructuring, 
led to a third downgrade of Suriname this year to ‘RD’ on 13 July. 
The sovereign was upgraded to ‘CC’ on 16 July, following the 
completion of the “consent solicitation”.

Official Creditors Provide Some Relief. In response to the crisis, 
the IMF has announced emergency balance-of-payment support, 
besides providing additional funding under its more normal lending 
arrangements, which could pave the way for renewed market 
access and crowd-in financing from other official lenders. A G20 
Debt Service Suspension Initiative (DSSI) covers bilateral debt 
service in 2020 and is open to 77 eligible developing nations. While 
helpful, these initiatives are small in scale (around 1% of GDP each) 
and not designed to address debt stock and medium-term risks 
to debt sustainability. However, China’s involvement in the G20 
initiative could play a substantial role in easing liquidity strains, as 
China accounts for over 25% of total external debt of DSSI-eligible 
countries, making it their single largest bilateral creditor.

In frontier market Asia, to date, only Pakistan & Mongolia have 
accessed emergency funding from the IMF. The ratings of both 
sovereigns were affirmed with a Stable Outlook during 1H20. In 

the case of Pakistan, continuing support from the IMF and other 
official creditors should help finance the country’s large fiscal 
deficit, estimated at 9.5% of GDP for FY20 (general government 
balance), and contain risks with its fragile external position. For 
Mongolia, the impact of the coronavirus shock should largely 
be temporary, with the economy rebounding strongly (by about 
7.9%) due to rising commodity exports as China recovers, 
and government debt/GDP starting to decline again in 2021. 
The strong majority retained by the incumbent party in June’s 
parliamentary election bodes well for policy continuity, favouring 
continued access to multilateral credit facilities.

Sri Lanka’s prospects are more precarious, as its stressed external 
liquidity position is set to remain a credit weakness. The country’s 
external liquidity ratio, at around 60% in 2019, is among the lowest 
in its rating category. After its downgrade in April, Sri Lanka’s 
rating Outlook remains Negative, as the country faces hurdles in 
securing external financing. Sri Lanka’s three-year EFF with the 
IMF expired in early June, after going off track late last year, when 
the new government’s tax cuts went against the programme’s 
revenue-based consolidation strategy. Vietnam, on the other hand, 
continues to stand out among Asian frontier markets, with GDP 
growth projected at 2.8% this year and general government debt/
GDP estimated at 42% in 2020, which, while rising, is still well below 
the ‘BB’ median of  59%. With only one out of four FMs on Negative 
Outlook, Asia is currently the most stable of all FM regions.

In frontier market Europe, only Belarus and Uzbekistan’s ratings 
were affirmed with Stable Outlook, with the rest of the FMs’ Outlooks 
revised to Negative (see 1Q20 edition for more details). Despite its 
heavy commodity dependence, Uzbekistan is the only European FM 
forecast to record positive growth this year. The rating is supported 
by robust fiscal and external buffers, with higher gold prices 
cushioning the drop in external demand and boosting international 
reserves. In addition, external funding has been secured, supporting 
the government’s anti-crisis response. Belarus’ rating (‘B’) is lower 
than Uzbekistan’s (‘BB-’), reflecting weak growth prospects, low 
FX reserves, government debt that is highly exposed to foreign 
currency risks, a weak banking sector, high external indebtedness 
and weak governance indicators relative to peers.

Heightened Downside Risks Remain. FMs’ unprecedented wave 
of negative rating actions during 2Q20 has led to an exceptionally 
high number of sovereigns rated ‘CCC’ or lower and a record 
share of Negative Outlooks, suggesting heightened risk of further 
downgrades and/or outright defaults. This risk is most acute in MEA, 
as 10 out of 14 MEA sovereigns are either on Negative Outlook 
or rated ‘CCC’ or lower, where Fitch does not assign Outlooks. FM 
Europe has the second-highest proportion of Negative Outlooks 
(3:5), but ratings there tend to be much higher, typically falling in 
the ‘BB’ category. In the Americas, 3 out of 7 FMs are on Negative 
Outlook while 1 is rated ‘CC’ with no outlook assigned. Globally, only 
one frontier market, Côte d’Ivoire, is currently on Positive Outlook.

Frontier Market Credit Risks Still High, after Record Negative Actions (continued)
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Frontier Vision – 2Q20

Economic activity indicators for frontier markets have 
deteriorated significantly in recent months as the coronavirus 
crisis has disrupted domestic economies and reduced external 
demand and trade, says Fitch Ratings in its latest “Frontier 
Vision” chart pack. GDP fell year on year in 1Q in Belarus, 
Belize, Honduras, Jamaica, Mongolia, Namibia and Tunisia.

The economic impact of the coronavirus pandemic in 
frontier markets has become even more pronounced 
with exports and imports declining dramatically in 
Armenia, Azerbaijan, Barbados, Belarus, El Salvador, 
Jordan, Mongolia, Sri Lanka, Uzbekistan and Vietnam.

Worsening economic conditions and fears of unprecedented 
recession have prompted many central banks to cut interest 
rates, with easing almost across the board, including in 
Armenia, Cameroon, Costa Rica, Gabon, Guatemala, Mongolia, 
Nigeria, Papua New Guinea, Paraguay and Uzbekistan.

Fitch’s quarterly “Frontier Vision” chart pack tracks high-
frequency macroeconomic data for the 36 countries included 
in NEXGEM. The charts cover five years of historical data 
and the choice of data series has been harmonised as far as 
possible across all countries to facilitate comparisons. The index 
comprises 36 countries representing sub-Saharan Africa, Latin 
America, the Caribbean, the Middle East, Europe and Asia.

Newsreel

Remittances: Transmission of US Economic 
Shock to Central America and the Caribbean

The decline of remittances will magnify the economic 
downturn in emerging countries. Remittance flows into low-
income countries support household consumption, finance 
trade deficits, maintain reserve level adequacy and provide 
fiscal revenue by boosting value-added and sales tax. In the 
case of LatAm, these flows come predominantly from the U.S, 
with the largest FM receivers relative to economic size being El 
Salvador (21% of GDP), Jamaica (15.2%) and Guatemala (13.7%).

Paraguay Fiscal Rule Suspension May 
Herald Permanent Changes

The government suspended the fiscal responsibility law, 
which sets a deficit limit of 1.5% of GDP and growth in current 
expenditures at 4%, after announcing a fiscal package worth 
close to 4% of GDP to combat the coronavirus pandemic. 
The package includes measures to support the healthcare 
system, to expand the social safety net through cash transfers 
and to provide loans to small and medium-sized enterprises.

Pakistan’s Public Finances Set to 
Remain a Rating Weakness

Pakistan’s fiscal consolidation targets presented in its FY21 
budget will be challenging to meet amid the economic shock and 
health crisis associated with the coronavirus pandemic. Public 
finances were a key credit weakness even before the health crisis. 
Nevertheless, continuing support from the IMF and other official 
creditors should help the government finance its budget and 
contain risks associated with the country’s fragile external position.

Debt Distress Rising in Sub-Saharan Africa

SSA government debt burdens are rising at a faster pace and to 
a higher level than for other EMs, heightening the risk of further 
downgrades and defaults. The agency forecasts the median 
government debt/GDP ratio for the 19 Fitch-rated SSA sovereigns 
to reach 71% at end-2020, from 57% at end-2019 and 26% in 
2012. Fitch forecasts median real GDP to fall by 2.1% in 2020 
and the budget deficit to widen to 7.4% in 2020, from 4.9% in 
2019, causing a 14pp jump in the median debt ratio this year.

https://www.fitchratings.com/research/sovereigns/frontier-market-economies-see-coronavirus-fallout-20-07-2020
https://www.fitchratings.com/research/sovereigns/remittances-transmission-of-us-economic-shock-to-central-america-and-caribbean-09-07-2020
https://www.fitchratings.com/research/sovereigns/remittances-transmission-of-us-economic-shock-to-central-america-and-caribbean-09-07-2020
https://www.fitchratings.com/research/sovereigns/paraguay-fiscal-rule-suspension-may-herald-permanent-changes-22-04-2020
https://www.fitchratings.com/research/sovereigns/paraguay-fiscal-rule-suspension-may-herald-permanent-changes-22-04-2020
https://www.fitchratings.com/research/sovereigns/pakistans-public-finances-set-to-remain-rating-weakness-18-06-2020
https://www.fitchratings.com/research/sovereigns/pakistans-public-finances-set-to-remain-rating-weakness-18-06-2020
https://www.fitchratings.com/research/sovereigns/debt-distress-rising-in-sub-saharan-africa-30-06-2020
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Regional Commentary

Europe
Belarus Affirmed at ‘B’; Outlook Stable

Outlook on Azerbaijan Revised to Negative; Ratings 
Affirmed at ‘BB+’

Uzbekistan Affirmed at ‘BB-’; Outlook Stable

Outlook on Armenia Revised to Negative

Middle East & Africa
Jordan’s USD Bonds Rated ‘BB-’ 

Mozambique Affirmed at ‘CCC’ 

Ethiopia Affirmed at ‘B’; Outlook Negative 

Namibia’s Outlook Revised to Negative; Rating 
Affirmed at ‘BB’

External Funding Pressures Rise for High-Yield  
MEA Sovereigns

Outlook on Sub-Saharan Sovereigns is Negative

Locusts Create Additional Downside Risk for East 
African Sovereigns 

Outlook on MENA Sovereigns Turning Negative

Cote d’Ivoire’s Affirmed at ‘B+’; Outlook Positive 

Private Sector Access to FX in WAEMU and CEMAC

Coronavirus Darkens Fiscal Outlook for  
MEA Sovereigns

Nigeria’s Oil Output Cap to Weigh on Growth, 
External Finances

Namibia’s National Rating Upgraded to ‘AAA(zaf)’; 
Outlook Stable

Oil Price Slump Raises Pressure on CEMAC’sCurrency Peg 

Cameroon’s Outlook Revised to Negative; Rating 
Affirmed at ‘B’

Ghana Affirmed at ‘B’; Outlook Stable

Zambia Downgraded to ‘CC’

Outlook on Iraq Revised to Negative; Rating Affirmed at ‘B-’

Oil and Coronavirus Shocks Add Pressure for  
MEA Sovereigns

Kenya Coronavirus Measures Lead to Faster  
Increase in Debt

Nigeria Downgraded to ‘B’; Outlook Negative

Gabon Downgraded to ‘CCC’

Coronavirus Poses Downside Risks to Jordanian Banks

Nigerian Banks at Severe Risk from Oil Price  
Slump, Coronavirus

Latin America & The Caribbean
Suriname’s LT-FC IDR Upgraded to ‘CC’

Suriname’s LT-FC IDR Downgraded to ‘RD’

El Salvador’s 2052 USD Bonds Rated ‘B-’ 

Suriname’s Long-Term Foreign Currency IDR 
Downgraded to ‘C’

Presentation: Bolivia: Sovereign Rating Outlook 2020

El Salvador Affirmed at ‘B-’; Outlook Revised to Negative

Paraguay’s USD1 Billion Bond Rated ‘BB+’

Guatemala’s 2032 USD Bonds Rated ‘BB-’

Jamaica’s Outlook Revised to Stable; Ratings Affirmed at B+

Guatemala Downgraded to ‘BB-’

Coronavirus Hits Central America, Caribbean via 
Tourism, Remittances

Asia Pacific
Vietnam Outperforms Among Asia’s Frontier Sovereigns

Mongolian Election Result Eases Policy Uncertainty 

Sri Lanka’s External Strains Set to Persist Beyond Elections

Coronavirus Compounds Sri Lankan Banks’ Stresses

Mongolia Affirmed at ‘B’; Outlook Stable

Outlook on Vietnam Revised to Stable; Rating  
Affirmed at ‘BB’

Sri Lankan Banks’ Risks to Persist Despite  
Regulatory Measures

https://www.fitchratings.com/research/sovereigns/fitch-affirms-belarus-at-b-outlook-stable-15-05-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-outlook-on-azerbaijan-to-negative-affirms-at-bb-10-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-outlook-on-azerbaijan-to-negative-affirms-at-bb-10-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-affirms-uzbekistan-at-bb-outlook-stable-10-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-outlook-on-armenia-to-negative-affirms-at-bb-03-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-rates-jordan-usd-bonds-bb-13-07-2020
https://www.fitchratings.com/research/sovereigns/fitch-affirms-mozambique-at-ccc-09-07-2020
https://www.fitchratings.com/research/sovereigns/fitch-affirms-ethiopia-at-b-outlook-negative-30-06-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-outlook-on-namibia-to-negative-affirms-at-bb-22-06-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-outlook-on-namibia-to-negative-affirms-at-bb-22-06-2020
https://www.fitchratings.com/research/sovereigns/external-funding-pressures-rise-for-high-yield-mea-sovereigns-18-06-2020
https://www.fitchratings.com/research/sovereigns/external-funding-pressures-rise-for-high-yield-mea-sovereigns-18-06-2020
https://www.fitchratings.com/research/sovereigns/outlook-on-sub-saharan-sovereigns-is-negative-12-06-2020
https://www.fitchratings.com/research/sovereigns/locusts-create-additional-downside-risk-for-east-african-sovereigns-11-06-2020
https://www.fitchratings.com/research/sovereigns/locusts-create-additional-downside-risk-for-east-african-sovereigns-11-06-2020
https://www.fitchratings.com/research/sovereigns/outlook-on-mena-sovereigns-turning-negative-04-06-2020
https://www.fitchratings.com/research/sovereigns/fitch-affirms-cote-d-ivoire-at-b-outlook-positive-03-06-2020
https://www.fitchratings.com/research/sovereigns/private-sector-access-to-fx-in-waemu-cemac-29-05-2020
https://www.fitchratings.com/research/sovereigns/coronavirus-darkens-fiscal-outlook-for-mea-sovereigns-22-05-2020
https://www.fitchratings.com/research/sovereigns/coronavirus-darkens-fiscal-outlook-for-mea-sovereigns-22-05-2020
https://www.fitchratings.com/research/sovereigns/nigerias-oil-output-cap-to-weigh-on-growth-external-finances-18-05-2020
https://www.fitchratings.com/research/sovereigns/nigerias-oil-output-cap-to-weigh-on-growth-external-finances-18-05-2020
https://www.fitchratings.com/research/sovereigns/fitch-upgrades-namibia-national-rating-to-aaa-zaf-outlook-stable-29-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-upgrades-namibia-national-rating-to-aaa-zaf-outlook-stable-29-04-2020
https://www.fitchratings.com/research/sovereigns/oil-price-slump-raises-pressure-on-cemac-currency-peg-28-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-cameroon-outlook-to-negative-affirms-at-b-22-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-cameroon-outlook-to-negative-affirms-at-b-22-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-affirms-ghana-at-b-outlook-stable-21-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-downgrades-zambia-to-cc-16-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-outlook-on-iraq-to-negative-affirms-at-b-16-04-2020
https://www.fitchratings.com/research/sovereigns/oil-coronavirus-shocks-add-pressure-for-mea-sovereigns-10-03-2020
https://www.fitchratings.com/research/sovereigns/oil-coronavirus-shocks-add-pressure-for-mea-sovereigns-10-03-2020
https://www.fitchratings.com/research/sovereigns/kenya-coronavirus-measures-lead-to-faster-increase-in-debt-08-04-2020
https://www.fitchratings.com/research/sovereigns/kenya-coronavirus-measures-lead-to-faster-increase-in-debt-08-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-downgrades-nigeria-to-b-outlook-negative-06-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-downgrades-gabon-to-ccc-03-04-2020
https://www.fitchratings.com/research/banks/coronavirus-poses-downside-risks-to-jordanian-banks-01-04-2020
https://www.fitchratings.com/research/banks/nigerian-banks-at-severe-risk-from-oil-price-slump-coronavirus-01-04-2020
https://www.fitchratings.com/research/banks/nigerian-banks-at-severe-risk-from-oil-price-slump-coronavirus-01-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-upgrades-suriname-lt-fc-idr-to-cc-16-07-2020
https://www.fitchratings.com/research/sovereigns/fitch-downgrades-suriname-lt-fc-idr-to-rd-13-07-2020
https://www.fitchratings.com/research/sovereigns/fitch-rates-el-salvador-2052-usd-bonds-b-09-07-2020
https://www.fitchratings.com/research/sovereigns/fitch-downgrades-suriname-long-term-foreign-currency-idr-to-c-02-07-2020
https://www.fitchratings.com/research/sovereigns/fitch-downgrades-suriname-long-term-foreign-currency-idr-to-c-02-07-2020
https://www.fitchratings.com/research/sovereigns/presentation-bolivia-sovereign-rating-outlook-2020-08-06-2020
https://www.fitchratings.com/research/sovereigns/fitch-affirms-el-salvador-b-idr-outlook-revised-to-negative-30-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-rates-paraguay-usd1-billion-bond-bb-24-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-rates-guatemala-2032-usd-bonds-23-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-jamaica-outlook-to-stable-affirms-at-b-10-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-downgrades-guatemala-to-bb-outlook-stable-03-04-2020
https://www.fitchratings.com/research/sovereigns/coronavirus-hits-central-america-caribbean-via-tourism-remittances-01-04-2020
https://www.fitchratings.com/research/sovereigns/coronavirus-hits-central-america-caribbean-via-tourism-remittances-01-04-2020
https://www.fitchratings.com/research/sovereigns/vietnam-outperforms-among-asias-frontier-sovereigns-05-07-2020
https://www.fitchratings.com/research/sovereigns/mongolian-election-result-eases-policy-uncertainty-07-07-2020
https://www.fitchratings.com/research/sovereigns/sri-lankas-external-strains-set-to-persist-beyond-elections-24-06-2020
https://www.fitchratings.com/research/banks/coronavirus-compounds-sri-lankan-banks-stresses-15-06-2020
https://www.fitchratings.com/research/sovereigns/fitch-affirms-mongolia-at-b-outlook-stable-28-05-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-outlook-on-vietnam-to-stable-affirms-at-bb-08-04-2020
https://www.fitchratings.com/research/sovereigns/fitch-revises-outlook-on-vietnam-to-stable-affirms-at-bb-08-04-2020
https://www.fitchratings.com/research/banks/sri-lankan-banks-risks-to-persist-despite-regulatory-measures-07-04-2020
https://www.fitchratings.com/research/banks/sri-lankan-banks-risks-to-persist-despite-regulatory-measures-07-04-2020
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Country Current Ratings Last Rating Action Outlook Rating Action Type

Middle East & Africa

Angola B- 06-Mar-2020 Downgrade

Cameroon B 22-Apr-2020 Affitmation

Cote D-Ivoire B+ 03-Jun-2020 Affirmation 

Ethiopia B 30-Jun-2020 Affirmation

Gabon CCC 03-Apr-2020 – Downgrade

Ghana B 21-Apr-2020 Affirmation

Iraq B- 16-Apr-2020 Affirmation

Jordan BB- 08-May-2020 Affirmation

Kenya B+ 18-Jun-2020 Affirmation

Mozambique CCC 09-Jul-2020 – Affirmation

Namibia BB 22-Jun-2020 Affirmation

Nigeria B 06-Apr-2020 Downgrade

Tunisia B 12-May-2020 Downgrade

Zambia CC 16-Apr-2020 – Downgrade

Latin America & The Caribbean

Bolivia B+ 21-Nov-2019 Downgrade

Costa Rica B 08-May-2020 Downgrade

El Salvador B- 30-Apr-2020 Affirmation

Guatemala BB- 03-Apr-2020 Downgrade

Jamaica B+ 10-Apr-2020 Affirmation

Paraguay BB+ 06-Dec-2019 Affirmation 

Suriname CC 16-Jul-2020 – Upgrade

Asia

Mongolia B 28-May-2020 Affirmation

Pakistan B- 13-Jan-2020 Affirmation

Sri Lanka B- 24-Apr-2020 Downgrade

Vietnam BB 08-Apr-2020 Affirmation

Europe

Armenia BB- 03-Apr-2020 Affirmation

Azerbaijan BB+ 17-Jul-2020 Affirmation

Belarus B 15-May-2020 Affirmation

Georgia BB 24-Apr-2020 Affirmation

Uzbekistan BB- 10-Apr-2020 Affirmation

Legend

 (positive),  (stable), or  (negative)

Source: Fitch Ratings
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