
DEBT MANAGEMENT FACILITY STAKEHOLDERS’ 
FORUM 2026

Domestic Debt in LICs: Why It Matters Now?

April 2026



Domestic debt has doubled in a decade
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• Public domestic debt in 
LICs rose from 8% to 17% of 
GDP over the last decade.

• Over this period, the median 
LIC raised its share of public 
domestic debt by 10 
percentage points 

• Share of LICs with public 
domestic debt larger than 
external debt doubled 
(2014–2024).

Share of Domestic Public Debt in LICs



LICs increasingly rely on domestic markets to 
meet financing needs
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Change in Domestic and External Government Debt, 
Selected Low- and Middle-Income Countries, 2023–24



Evolution of Public Domestic Debt Service-to-
Revenues * median

Source: WB and IMF LIC DSF database as of June 2025.

* Revenues including grants.   

Average nominal interest rate on 
domestic debt 2024

Source: WB-IMF LIC DSF database as of end-June 2025. 
Nominal interest rate is estimated based on the interest 
payments over total domestic debt.

Domestic debt is more expensive—and draining 
revenues



• An increasing reliance on short-term 
domestic debt is heightening 
refinancing risks :
• 41 percent of new debt in 2025 

issued at short maturities.
• Maturity of new medium and LT 

borrowing in 2025 (median):
• LICs: 4.5 years
• LICs Frontiers: 5 years
• LICs Small economies: 3 years

Composition of Public Domestic Debt in 2024 
(average shares)

Short maturities make domestic debt risky



LICs with Claims on the Sovereign 
Exceeding 25% of Balance Sheet

• LICs commercial banks have 
increased exposure to the 
sovereign

• 2014-23: the share of LICs 
with more than a quarter of 
banks’ assets with the 
Sovereign more than 
doubled.

• While the share of LICs with 
more than a quarter of 
banks’ assets with the 
private sector declined

The sovereign-banking nexus has intensified


