
Explanatory Note on Increase in Public Sector Debt for Quarter Ended 

 March 2021 

The increase in the public sector debt to GDP ratio for the quarter ended 

March 2021 is attributable, among others, to the contraction in output 

compared to the last quarter of December 2020.  In fact, following the second 

wave of the COVID 19 pandemic, GDP, in nominal terms, for the period ended 

March 2021 is estimated to be lower at Rs 425.2 billion as against Rs 429.4 billion 

for the period ended December 2020. 

2. Other factors accounting for the increase in public sector debt as at end 

March 2021 include the following: 

(i) The continued operation and further extension of the wage support 

scheme and assistance to self-employed to safeguard the life and 

livelihood of the population in the wake of the COVID 19 pandemic; 

(ii) Decline in Government revenue following the economic downturn; 

(iii) Drawdown of a budget support loan for the equivalent of 

Rs 11.1 billion from the Government of Japan towards the end of 

March 2021; 

It may be noted that this loan is highly concessional, with interest 

at the rate of 0.01% and payable in 11 years after a grace period of 

4 years. 

(iv) Increase in Government securities, held by non-residents, by                     

Rs 5.7 billion from Rs 9.3 billion to Rs 15 billion. This is classified as 

external debt; and 

(v) Increase in public enterprise debt by some Rs 2.4 billion, due, among 

others, to (a) disbursement from the Line of Credit from EXIM Bank of 

India for financing the Metro Express Project and (b) loans raised from 

the domestic market by Airport Terminal Operation Ltd for settlement 

of its debt obligations to EXIM Bank of China.   

3. In fact, the period ended March 2021 marks a full year during which the 

COVID 19 pandemic has necessitated the closure of national borders, severely 

impacted on various sectors of the local economy, led to contraction of GDP and 

laid strains on public finances.  
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