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Cp This note shows that the crisis in Senegal stems
less from excessive debt than from a crisis of
fiscal credibility, which has shifted the constraints
towards liquidity and refinancing.

1t emphasises that a way out of the impasse requires
a credible sequence of measures combining the
stabilisation of the accounting framework, regular
transparency, IMF anchoring, concessional bridge
financing and active liability management.

G 1t highlights the risks associated with the use of
complex financing, rising tensions in the WAEMU
regional market, and the need to make the
adjustment not only economically coherent but also
politically manageable.




Senegal’s problemis no longer simply one of a high
debt stock. It has become a crisis of fiscal credibility
that has raised the risk premium, weakened access
to financing, and shifted the constraint toward li-
quidity — that is, the ability to refinance maturities
on time and at a sustainable cost. The IMF estimates
total public sector debt at 1329 of GDP at end-2024,
including about 4% of GDP in domestic arrears, and
discussions on a new program are ongoing following
the suspension of the previous $1.8 billion Extended
Credit Facility arrangement.

In this context, the priority is not indiscriminate
fiscal consolidation, but a rapid reduction in the risk
premium through a credible and verifiable sequence:
adefinitive stabilization of the accounting framework,
routine transparency, an IMF anchor, concessional
bridge financing to address liquidity pressures, and
active liability management. The authorities do main-
tain that debt figures are now aligned with those of
the IMF. However, residual discrepancies in official
publications — particularly in the macroeconomic
assumptions underpinning the fiscal path — together
with the use of complex financing instruments such
asTotal Return Swaps (TRS"), whose contractual impli-
cations remain only partially documented, continue
to fuel lender uncertainty>.

A political fragility has now been added to this finan-
cial fragility. The dismissal of Prime Minister Ousmane
Sonko by President Bassirou Diomaye Faye on May
22, 2026, precisely as discussions with the IMF are
due to resume in June, heightens uncertainty about

1. ATotal Return Swap (TRS) is a derivative contract that allows
the economic performance of an asset, often a bond, to be
transferred in exchange for a financial payment, and can in
some cases serve as a form of indirect financing backed by
public securities.

2. Dakar was projecting growth of 2.5% and a fiscal deficit of 5.4%
of GDP in 2026, while the IMF was using a growth forecast of
2.2% and a more cautious macroeconomic framework. At the
same time, some complex financing operations, such as TRS
transactions — which, according to the Ministry of Finance,
were carried out through seven transactions between April
and November 2025 — remain visible mainly in the aggregate
amounts raised on the regional market, without detailed public
transaction-by-transaction disclosure. In parallel, press reports
first identified at least €650 million in financing structured
through these arrangements, before market estimates relayed
by Reuters and the Financial Times suggested that the total vol-
ume could have reached as much as $1 billion in 2025.

the executive’s ability to carry out the adjustment.
Senegal’s crisis has thus become fiscal, financial, and
political at once.

The central challenge is therefore twofold. On the
one hand, it is to prevent a credibility crisis from
turning into a payment crisis. On the other hand, it
is to prevent a strained refinancing strategy — based
on the regional market and on complexinstruments
— from further deteriorating debt quality and in-
creasing regional vulnerabilities. This note argues
that Senegal can still break the deadlock without
a hard restructuring, but only at the cost of a rapid
restoration of credibility and a clearer political line
on how the adjustment will be managed.

>

The starting point of the crisis is informational. The
revision of debt and deficit figures has profoundly
undermined the confidence of investors, donors, and
the IMF. In such a context, markets do not penalize
only a high debt ratio; they penalize, above all, un-
certainty about the true perimeter of public obliga-
tions, arrears, contingent liabilities, and the quality
of fiscal information. When credibility is weakened,
the state may still be able to finance itself, but at
a higher cost, on shorter maturities, and under far
more fragile conditions.

This question of transparency and readability does
not concern only explicit debt, arrears, or complex
refinancing instruments; it also extends to commit-
ments across the broader public sector, especially
when they are linked to large strategic projects. In
this respect, the Grand Tortue Ahmeyim (GTA)? proj-

3. The Grand Tortue Ahmeyim (GTA) project is an ultra-deepwa-
ter gas field located on the maritime border between Senegal
and Mauritania. It is operated by a consortium composed of
two international oil companies and the two national oil com-
panies of Senegal and Mauritania. The development of the
hydrocarbon projects, including GTA, follows a three-phase
structure. For Phase | alone, Petrosen’s investments are esti-
mated at $1.14 billion, of which $425 million is for GTA and $715
million for SNE. This estimate represents a significant revision
for the debt sustainability analysis (DSA), which had previous-
ly taken into account only part of Phase |, amounting to $600



ect deserves to be explicitly incorporated into the
analysis of contingent liabilities. It is a major energy
project, structurally important for the Senegalese
economy and potentially capable, over the medi-
um term, of improving the state’s ability to generate
budget revenues and foreign exchange inflows. At
the scale of the project itself, Phase 1 represents an
investment of about $4.6-4.8 billion, or roughly 11
to 12 percent of Senegal’s 2024 nominal GDP, which
illustrates its macroeconomic significance. For sover-
eign risk analysis, however, the more relevant order
of magnitude is public exposure. According to the
IMF and the World Bank, Petrosen’s total investment
in GTA is estimated at $1.452 billion, equivalent to
about 3.6 percent of Senegal’s nominal GDP in 2024.

At the same time, the project’s highly capital-inten-
sive nature — given the very large volume of capital
required for its development — the complexity of
its structure, the involvement of public enterprises,
and the possible use of explicit or implicit guaran-
tees make it a potential source of off-balance-sheet
commitments and deferred fiscal risks. This is not
unusual; it is characteristic of large offshore oil and
gas projects, particularly those developed in deep
water. Over the medium term, GTA could contribute
to public finances through royalties, profit taxation,
dividends, and foreign exchange earnings, with pos-
sible indirect effects on the current account, growth,
and the broadening of the tax base. However, these
effects remain delayed, uncertain, and dependent
on several factors, including the pace of production
ramp-up, gas prices, contractual terms, operating
costs, and the quality of governance both in gen-
eral and in the project specifically. These potential
benefits can therefore neither alleviate immediate
liquidity pressures nor justify any relaxation of fiscal
discipline today. The issue is thus neither to overstate
nor to understate GTA, but to integrate it clearly into
the framework for managing contingent liabilities
through better visibility on guarantees, explicit insti-
tutional monitoring of fiscal risk, greater transparency
on the commitments of the public entities involved,
and a gradual and prudent incorporation of future
revenues into debt sustainability frameworks.

million. By now incorporating the full set of Phases 1 to 3, the
DSA puts Petrosen’s total investment at $1.452 billion for GTA
and $1.641 billion for SNE.

The value of this example lies precisely in showing
that the credibility challenge extends to the full range
of public commitments, both explicit and implicit.
Even so, the mostimmediate constraint today remains
refinancing. Put differently, the central question is
no longer simply “how much does Senegal owe?”
but rather “under what conditions can it continue
to refinance itself?” It is this shift from solvency to
liquidity that makes the situation particularly dan-
gerous. A fiscal crisis does not become critical only
when debt is too high. It becomes critical when the
state can no longer roll over its maturities on time
and at a sustainable cost.

>

Senegal has reached a turning point because it
must absorb a refinancing wall in a context where
credibility has not yet been fully restored. Reuters
reported that annual liquidity needs were estimat-
ed at around CFAF 6 trillion. This represents rough-
ly 30% of 2024 nominal GDP based on IMF data,
while debt service projections for 2026 have been
revised sharply upward. S&P downgraded Sene-
gal’s sovereign rating to CCC+ in November 2025,
citing high refinancing needs and fragile public fi-
nances, and then lowered the local-currency rating
to CCC+/C in March 2026 because of the country’s
growing reliance on short-term domestic debt and
the deadlock in talks with the IMF.

Beyond the sheer volume of financing needs,
what has now become decisive is the actual ca-
pacity of the remaining accessible financing
channels to absorb them under sustainable con-
ditions. The WAEMU regional market has so far
acted as a buffer, allowing Senegal to continue
raising funds while access to international mar-
kets has remained closed. Since the beginning
of 2026, Senegal has already raised around CFAF
510 billion there, or roughly 2.6% of 2024 nomi-
nal GDP, and it has announced an annual target
of CFAF 4.132 trillion, or a little over 20% of that
same GDP. Reuters had already indicated, at the
end of 2025, that the country had covered 70% of
its financing needs through the regional market,



which gives a clear sense of its growing depen-
dence on this channel.

But this absorption capacity is neither uniform
nor unlimited. It now appears stronger at the
short end of the curve than at longer maturities.
In January 2026, a regional auction closed at 6.9%
for 12 months, 7.3% for 36 months, and 7.7% for
60 months. Since then, three-year yields have ex-
ceeded 8% on several occasions, while one-year
rates have reached about 7.5%, signaling a rapid
increase in the cost of domestic financing. This
growing preference for short maturities does not
solve the underlying problem; on the contrary,
it may increase rollover risk by concentrating re-
financing on nearer horizons, while intensifying
the interdependence between sovereign risk and
the stability of financial-sector balance sheets
within WAEMU. In other words, Senegal may still
be able to refinance part of its needs locally, but
only at the cost of higher borrowing costs, greater
dependence on short maturities, and a growing
concentration of sovereign risk in regional bal-
ance sheets. The regional market therefore re-
mains a valuable buffer, but it cannot be treated
as an indefinitely expandable source of refinanc-
ing compatible with a sustainable trajectory.

Under these conditions, avoiding restructuring
will not make adjustment disappear. It will instead
shift its modalities, timing, and distribution. Rath-
er than explicitly sharing part of the losses with
creditors, the state is choosing to continue ser-
vicing its debt in full, while placing the burden of
adjustment on taxation, expenditure, subsidies,
potentially arrears, and increasingly on complex
refinancing mechanisms that remain insufficient-
ly documented publicly. These instruments may
provide short-term liquidity relief, but they do not
remove the adjustment constraint; they may in-
stead defer its cost, complicate its interpretation,
and alter how it is distributed across creditors,
taxpayers, and the domestic economy. The real
question, therefore, is not whether adjustment
will take place, but who will bear it, in what form,
and with what degree of transparency.

The refusal to restructure is often presented as an
economic stance. In reality, it also reflects a political
choice about how to distribute the cost of the crisis.
Accepting a restructuring means publicly acknowl-
edging that the country can no longer honor its
obligations under current conditions, at the cost of
stigma, greater external oversight, and an explicit con-
frontation with creditors over loss-sharing. Refusing
restructuring, by contrast, helps preserve, in the short
term, a narrative of sovereignty and uninterrupted
debt service, but at the price of a heavier adjustment
burden for the domestic economy.

The real risk is not a mechanical collapse, but a
gradual collision with the refinancing wall. In 2026,
according to the budget law, the government’s fi-
nancing needs amount to CFAF 6.0752 trillion, equiv-
alent to 30.5% of nominal GDP. Since the revelation
of previously undisclosed obligations now estimated
at close to $13 billion, Dakar’s options for accessing
capital have narrowed sharply: the IMF's $1.8 billion
program has been suspended, normal access to in-
ternational capital markets remains closed, and the
country has become more dependent on the regional
market and alternative financing mechanisms.

From this perspective, the Senegalese case first
evokes Mozambique. In both cases, the initial shock
did not stem from a simple high level of debt, but from
the discovery of hidden obligations that destroyed
fiscal credibility, led to the suspension of IMF sup-
port, and broke the relationship of trust with donors
and markets. The Mozambican case showed how
expectations of future hydrocarbon revenues could
encourage a rapid and weakly transparent accumu-
lation of debt. The major difference is that Senegal
still benefits from a buffer that Mozambique did not
have: the WAEMU regional market, monetary union
membership, and the CFA franc peg. This buffer re-
duces the risk of animmediate exchange-rate crisis
or a disorderly external financing shock, but it does
not eliminate the constraint; above all, it buys time,
while shifting part of the pressure to the regional



level — notably onto the common pool of foreign
exchange reserves and the absorption capacity of the
regional market. As Senegal relies more heavily on the
regional market and the common monetary frame-
work, the strain may spread to the shared reserve
base, the market’s ability to absorb further issuance,
and, more broadly, the Union’s financial balances.

A useful parallel is also Ghana. The Ghanaian case
shows that avoiding or delaying an external restruc-
turing does not eliminate adjustment; it may even
raise its domestic cost, insofar as that cost is borne
primarily by domestic actors — or, in Senegal’s case,
increasingly by domestic and regional actors alike. At
the end of 2022, Accra was forced to launch a domestic
debt exchange as part of its IMF-backed stabilization
program, after the debt-service burden had become
excessive. Instead of immediately making external
creditors bear part of the adjustment cost, the state
may choose to continue servicing its debt in full while
shifting more of the burden onto taxation, expendi-
ture cuts, subsidies, arrears, and, more broadly, onto
the domestic economy — and, in Senegal’s case,
potentially onto the regional economy as well.

It is in this sense that refusing restructuring
constitutes a political gamble. It does not elim-
inate adjustment; rather, it changes its timing,
channels, and distribution. It allows the authori-
ties, in the short term, to preserve a narrative of
sovereignty and uninterrupted debt service, but
it assumes that the domestic economy, taxpay-
ers, state suppliers, and the regional market will
be able to absorb a growing burden. When large
foreign-currency needs are increasingly covered
through refinancing in local currency, the pres-
sure does not disappear. It can instead shift onto
the pool of shared external reserves and contrib-
ute to a tightening of regional monetary condi-
tions, thereby regionalizing part of the liquidity
constraint. The risk is that a strategy designed to
avoid the stigma of restructuring may ultimately
generate another kind of political cost: higher
taxes, expenditure compression, tensions around
subsidies, an accumulation of arrears, a gradu-
al weakening of domestic consensus, and rising
tensions at the regional level.

Total return swaps (TRS) have become one of the
clearest symbols of the current refinancing crisis. Eco-
nomically, they function as a form of international
financing backed by domestic bonds. The state, or
its intermediary, uses public securities issued in local
currency as the basis of the structure and, in return,
obtains financial resources whose cost is presented as
lower than that of a conventional Eurobond issuance.

In the Senegalese case, TRS are thus economically
akin to internationally sourced financing collater-
alized by domestic CFA-franc-denominated gov-
ernment securities. The authorities indicate that
these transactions were carried out through seven
operations between April and November 2025 on
the government securities market, at an announced
cost of around 7% t0 7.1%, compared with 11% to 12%
on the Eurobond market. Yet their economic sub-
stance is closer to an external borrowing operation
secured by local debt than to a standard domestic
issuance. The IMF considers that, as a general rule,
such instruments should be treated as external debt.
Market estimates suggest that Senegal’s TRS in 2025
amounted to between $750 million and $1 billion,
backed by domestic collateral equivalent to 1.3 to
1.5 times that amount.

The authorities maintain that these transactions
were carried out within the legal framework govern-
ing public debtissuance, in line with the issuance cal-
endarand parliamentary authorizations. They present
them as a financing diversification instrument, less
costly than Eurobonds and embedded within the
aggregate amounts raised on the regional market.

But the real issue is not simply the apparent cost
of these operations. It lies in the quality of the debt
they produce and in the readability of the refinancing
strategy they imply. The Financial Times identified
around €650 million of financing of this kind obtained
by Senegal from Africa Finance Corporation and First
Abu Dhabi Bank. At the same time, the IMF indicated



that it had not received the full contractual terms of
these transactions and that, in general, such instru-
ments would be treated as external debt in debt
sustainability analysis. TRS therefore raise questions
of classification, contractual transparency, and com-
parability with Senegal’s other sovereign obligations.

The deeper problem is that TRS provide short-term
liquidity relief, but at the cost of debt that may be
more opaque, more complex contractually, and
more difficult to deal with if conditions deteriorate
further. This is not a difficulty unique to Senegal. In
his 2002 shareholder letter, Warren Buffett described
derivatives as“financial weapons of mass destruction”
and “time bombs," not because every derivative is
inherently toxic, but because such instruments can
make real exposures harder to measure, shift risk out-
side conventional analytical frameworks, and create
interdependencies that are poorly understood until
aperiod of stress arrives. He explicitly referred to TRS
as structures capable, in practice, of circumventing
the spirit of margin requirements. In the Senegalese
case, the issue is not to equate TRS mechanically with
a systemic threat, but to recognize that an insuffi-
ciently documented financing instrument can blur
the measurement of the sovereign’s true exposure
and complicate the market’s assessment of risk.

As long as their structure is not documented pub-
licly in greater detail — including full cost, collateral,
protective clauses, and any potential trigger condi-
tions — they sustain the perception that Senegal’s
refinancing strategy relies in part on mechanisms that
other creditors and markets still struggle to assess fully.

Two oversimplified interpretations should therefore
be avoided.The first would be to portray TRS as merely
anew version of hidden debt. That would ignore the
fact that the authorities now openly acknowledge
them as an integral part of their financing strategy.
The second would be to see them only as a technical
instrument that is cheaper than Eurobonds; that would
underestimate their possible effects on debt gover-
nance, on the perception of subordination among
creditors, and on the future cost of refinancing. TRS
do not eliminate the adjustment constraint; they can
only alter its timing, postpone part of its cost, and
make it harder to interpret. Thatis why they should be

analyzed not simply as a financial innovation, but as a
test of the state’s ability to reconcile short-term liquid-
ity, debt transparency, and medium-term credibility.

>

One of the least visible, but potentially most sensi-
tive, issues lies in the emergence of an implicit hierarchy
among creditors. When financing is based on public
securities pledged as collateral, on collateralization mech-
anisms, or on protective contractual clauses, some lend-
ers may in practice find themselves in a more favorable
position than ordinary creditors, even in the absence
of formally recognized legal seniority. The risk therefore
does not stop at a technical issue; it also concerns the
clarity of the debt structure and creditors’ perception
of the balance of treatment they are likely to receive.

Thisis precisely the type of concern raised by TRS. By
providing certain financiers with specific protections,
these structures foster the perception that part of
the debt may benefit from more favorable treatment
in a stress scenario. In sovereign finance, perception
matters almost as much as formal legal rules. If inves-
tors believe that some creditors are better protected
than others, they will reassess the risk on the rest of
the debt portfolio.

For Senegal, the problem is that this perception
may ultimately weaken sovereign credibility itself. An
instrument mobilized to reduce the cost of financing in
the short term may simultaneously increase the future
refinancing cost on other segments of debt, because
of an additional premium linked to opacity, contrac-
tual complexity, and fears of implicit subordination.

>

In the absence of normal access to international
markets, Senegal has turned increasingly toward the
WAEMU regional market and alternative financing



instruments. Reuters reported that the authorities
were openly relying on this strategy while awaiting
a normalization of relations with the IMF and the
return of a more stable financing framework.

This strategy is not without regional costs. It raises
atleast three risks, the most immediate of which now
appears to be the risk of crowding out. The more
Senegal absorbs the savings available on the regional
market, the less financing capacity remains for other
member states and for the private sector.In aregional
market with limited depth, this pressure can quickly
create financing tensions, particularly within a mone-
tary union whose balances remain politically sensitive.
Added to this first risk are a growing concentration of
sovereign risk in regional banking and financial bal-
ance sheets, as well as a broader increase in financing
costs. In the first case, the rising share of sovereign
debt in bank portfolios increases financial institutions’
exposure to public risk and strengthens the link be-
tween fiscal fragility and regional financial stability.
In the second case, when a large stressed issuer must
offer higher yields to keep financing itself, it alters
market conditions for all other issuers. In Senegal’s
case, the recent auctions mentioned above already
point to a sharp rise in domestic borrowing costs. In
a shallow regional market, this increase in yields does
not remain isolated; it tends to raise the implicit return
required by investors or to divert demand toward the
highest-yielding issues. The IMF had already warned
in 2025 that the absorption capacity of the regional
market remained limited and that increased issuance
could pose a risk to external reserves. At the same
time, in its May 2026 discussions with WAEMU, the
Fund emphasized that the Union remained broadly
resilient, with strong growth, inflation back at low
levels, and more comfortable reserve buffers.

Therisk, therefore, is not that of an immediate mon-
etary crisis in WAEMU. Rather, it is one of a gradual
weakening of regional balances if Senegal’s strained
refinancing strategy continues without sufficient
clarification of obligations, without an IMF anchor,
and without a durable decline in the risk premium.
Such a deterioration could increasingly weigh on
the absorption capacity of the regional market, on
bank balance sheets, on pooled external reserves,
and, ultimately, on the Union’s monetary conditions.

>

The first priority is to definitively stabilize debt
accounting and raise the level of transparency.
Senegal must publish a comprehensive, readable,
and reconciled consolidation of debt, arrears, guar-
antees, contingent liabilities, and complex financing
operations. The objective is therefore less to reopen
the statistical exercise from scratch than to consoli-
date it once and for all, especially regarding complex
operations, so that markets no longer continue to
price in permanent uncertainty.

The second priority is to treat the IMF as an
anchor, not as a simple financing window. The
Fund’s role is not only to provide resources, but also
to reduce the risk premium by restoring a coherent,
measurable, and credible framework. This requires
stabilizing the accounting framework, establishing
regular reporting, adopting a plan to deal with ar-
rears, enforcing discipline over guarantees and off-
balance-sheet commitments, and then mobilizing
concessional bridge financing.

The third priority is to buy quality time through
active liability management. If Senegal wants to
avoid restructuring, it must smooth the refinancing
wall, lengthen maturities where possible, and reduce
its dependence on short-term and costly financing.
The goal is not simply to get through the next ma-
turities, but to durably reduce rollover risk.

The fourth priority is to treat domestic arrears
as a macroeconomic problem, not as a mere
accounting detail. They weigh on private sector
cash flow, economic activity, and tax revenues, and
they complicate any normalization strategy. Their
treatment must therefore form an integral part of
the exit strategy.

Thefifth priority is to pursue a targeted and polit-
ically governable consolidation. The most credible
levers remain better targeting of subsidies, reform of
tax exemptions, stronger VAT and customs admin-
istration, improved compliance, and tighter control
of risks linked to public enterprises and guarantees.
But the new political uncertainty adds an additional



condition: reform implementation requires not only
economic coherence, but also a clear decision-mak-
ing chain within the executive. Without that, even a
sound technical plan will remain fragile.
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