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1. Ethiopia
General Elections are expected to be held in June-21 and there are fears of political
tensions arising before then. These include border disputes with Sudan, notably
over the Grand Ethiopian Renaissance Dam, and the risk of a resurgence of conflict
in Tigray.
In February-21 Fitch downgraded Ethiopia’s sovereign rating to “CCC” from “B” and
S&P downgraded the rating to “B-“ from “B”, reflecting the government's
announcement that it is looking to make use of the G20 "Common Framework for
Debt Treatments beyond the Debt Service Suspension Initiative (DSSI)", which
although still an untested mechanism, explicitly raises the risk of a default event.
There is also the risk that Ethiopia might include commercial creditors in its
government debt restructuring plans.

3. Turkey
4. Vietnam

Government and government-guaranteed external debt was USD25 billion in fiscal
year 2020. Persistent current account deficits (CAD), low FX reserves and rising
external debt repayments present risks to external debt sustainability. Ethiopia's
external financing requirements, at more than USD5 billion on average in FY21-FY22,
are high relative to FX reserves (now at $3Bln). Reserves cover only around two
months of current external payments.
The IMF assess Ethiopia at high risk of external debt distress.

2. Kenya
In February-21 the International Monetary Fund reached an agreement with Kenya
for a $2.4 billion three-year financing which, as commented by Moody’s, will help
mitigate pressures on the East African economy stemming from liquidity risks and
support the government’s fiscal consolidation efforts over time.
In March-21 Fitch affirmed Kenya sovereign rating at B+, reflecting a track record of
strong growth and relative macroeconomic stability and a favorable government
debt structure. These positive factors are balanced against rising public debt levels
and high net external indebtedness. The outlook on Kenya's ratings remained
Negative, reflecting the underlying weaknesses of the public finances and the
uncertain pace of planned fiscal consolidation.
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3. Turkey
Turkish stability is being challenged by mounting geopolitical risks (following the replacement of the Central Bank Governor) and this is having a
negative effect on the Country’s credit risk as evidenced by higher CDS premiums. 5yr Turkish Sovereign CDS now trading at 470bps p.a., which
nevertheless remains well below the levels reached in 2020 (over 600bps p.a in March-20 and still above 550bps p.a. in October-20).
Fitch has warned that it could cut Turkey's sovereign credit rating (from the current BB-) if the country's new central bank governor swiftly
reverts to cutting interest rates and reignites turmoil in its currency and bond markets.
The Turkish banking system is being affected but remains well capitalized and can handle the FX depreciation (at least in the short term).
Moody’s commented that “risks are somewhat mitigated as Turkish banks have adequate foreign-currency liquidity”.

4. Vietnam
According to the IMF, in 2020 Vietnam recorded GDP growth of 2.9%, which was the highest in Asia (more than China).
In March-21 Moodyʼs aﬃrmed the Government of Vietnam’s rating at BB- and changed the outlook to positive from negative. The drivers of the
positive outlook include signs of improvements in fiscal strength and potential improvements in economic strength that may strengthen
Vietnam’s credit profile over time.
The Vietnamese banking system continues to perform well. The balance-sheets and profitability of most of the banks improved before the onset
of the pandemic, which provided them with sufficient buffers against the unexpected challenges. The banks recorded stable returns on assets in
2020, despite high credit costs and slow revenue growth amid support measures for borrowers. Improving economic conditions will support
banks’ revenue growth and profitability in 2021.
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