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     Rating and Investment Information, Inc. (R&I) has announced the following:

RATIONALE:

R&I Downgrades to B, Negative: Republic of Tunisia, Central Bank of Tunisia

ISSUER: Republic of Tunisia
Foreign Currency Issuer Rating: B, Previously B+
Rating Outlook: Negative

Central Bank of Tunisia
Foreign Currency Issuer Rating: B, Previously B+
Rating Outlook: Negative

     Tunisia has been going through a challenging economic situation in the face of deteriorating external 
environment and rising inflation triggered by Russia's invasion of Ukraine. In light of mounting fiscal 
pressures caused by this, it will likely take time for the government to ensure a steady reduction in the 
government debt ratio, which had jumped up to the current level under the COVID-19 pandemic. Taking 
these factors into account, along with the increased current account deficit and the growing vulnerability to 
the external factors, R&I has downgraded the Foreign Currency Issuer Rating for Tunisia to B. R&I takes 
the view that, in order for Tunisia to restore stability in terms of rating assessment, it is a minimum 
requirement to reach an agreement with International Monetary Fund (IMF) in the talks over the financial 
assistance sought by the Tunisian government. Although the talks are in process at this point, it is difficult 
to see whether the government can ensure continuous access to the financial assistance of IMF even if 
they could reach an agreement, given the deepening political and social uncertainty. In this regard, the 
Rating Outlook is Negative.
     The real gross domestic product (GDP) saw a 3.1% growth in 2021, marking a rebound from the 
considerable contraction in 2020 because of the negative impact of the COVID-19 pandemic. However, 
the GDP remains at a level well below that of the pre-pandemic days. In 2022, the country's economic 
growth is hampered under a strain placed by restrictive factors such as the acceleration of inflation fueled 
by the rising global energy and food prices, as well as the economic slowdown in Europe, which is a 
major importer of Tunisian goods and products. Russia's military invasion of Ukraine is casting a shadow 
on the future of tourism, an important source of foreign exchange for the country. The economy will likely 
slow down in comparison with the previous year and the government announced a downward revision on 
the forecast of real GDP growth rate for this year, which is now projected at 2.6%. The forecast of IMF is 
2.2%. From 2023 onwards, the country is expected to see a GDP growth at a moderate pace of 2-3%, 
while it may change depending on the trend of external demand and the state of domestic politics.
     The price hikes of energy and food will likely push the current account deficit up to the level of nearly 
10% of GDP in 2022, in marked contrast to 2021 when the deficit had fallen to a 6% level reflecting the 
decrease in trade deficit resulting from the weak domestic demand under the COVID-19 pandemic among 
other factors. The deficit could persist at a high level depending on the trend of commodity prices. The 
external debt is huge with the short-term external debt standing at a level which weighs very heavily on 
the foreign exchange reserve.
     The fiscal deficit fell to 7.7% of GDP in 2021, after ballooning to 9.7% in 2020 under the stagnant 
economy and due to the fiscal spending in response to the COVID-19 pandemic. For 2022, the 
government had projected a fiscal deficit of 6.7%. Rising energy prices are pushing up the related tax and 
non-tax revenue, which is accompanied by the increased spending for subsidies. Although the 
government is trying to curb the expenditure, the deficit will likely increase to a level well above the 
government's initial projection. The fiscal deficit is expected to persist at a high level from 2023 onwards, 
unless some bold measures be taken to curb the spending on subsidies and wages of government 
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workers, in order to ease pressures on the fiscal balance.
     The central government debt jumped to 79.4% of GDP as of the end of 2021, resulting from the 
deterioration in fiscal balance during the past several years. It is expected to exceed 80% by the end of 
2022. R&I holds the view that it will take a certain period of time before the government debt ratio should 
start falling at a steady pace, partly because the economy is less likely to secure high sustainable growth 
due to the restriction of structural problems.
     The Tunisian government is seeking a financial support of IMF. For a country which runs fiscal and 
current account deficits simultaneously, it is critical to ensure a financial support of IMF in order to 
maintain a stable funding environment. The government is planning to introduce a program of economic 
policies to reduce the spending on subsidies, cut the wages of government workers and reform the state-
owned enterprises, among other measures. If implemented on a full scale, the program could produce 
positive outcomes by alleviating the fiscal burden and bolstering up the growth potential of economy. 
However, it is difficult to foresee at this stage whether the government led by the president in pursuit of 
greater authority under the new constitution is able to press ahead such measures as planned while 
maintaining the social stability. Eyes are on how the talks with IMF over financial assistance will develop, 
along with the political and socio-economic state of the country.

     The primary rating methodology applied to this rating is provided at "R&I's Analytical Approach to 
Sovereigns". The methodology is available at the web site listed below, together with other rating 
methodologies that are taken into consideration when assigning the rating.
     https://www.r-i.co.jp/en/rating/about/rating_method.html

R&I RATINGS:
ISSUER: Republic of Tunisia

Foreign Currency Issuer Rating
RATING: B, Previously B+
RATING OUTLOOK: Negative

ISSUER: Central Bank of Tunisia

Foreign Currency Issuer Rating
RATING: B, Previously B+
RATING OUTLOOK: Negative

Global Japanese Yen Bonds 
due 2030

Issue Date Maturity Date Issue Amount (mn)

Aug 02, 2000 Aug 02, 2030 JPY 15,000
RATING: B, Previously B+
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Global Japanese Yen Bonds 
due 2031

Issue Date Maturity Date Issue Amount (mn)

Mar 15, 2001 Mar 17, 2031 JPY 20,000
RATING: B, Previously B+

Japanese Yen Bonds No.7 Issue Date Maturity Date Issue Amount (mn)
Aug 09, 2007 Aug 09, 2027 JPY 30,000

RATING: B, Previously B+
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