AN INNOVATIVE PLANNING AND
RISK MANAGEMENT TOOL FOR
SOVEREIGN DEBT MANAGERS
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HORIZON...AN INNOVATIVE DECISION SUPPORT SYSTEM
Horizon, a product of the Commonwealth Secretariat, is an innovative decision support
system for countries seeking to undertake prudent sovereign debt management.
– Unique tool that integrates the formulation and implementation of a debt management strategy
within a risk management framework.
– Supports governments to undertake debt operations to meet core debt management objectives.
– Enables governments to transform their debt management operations in a professional manner and
place it on a sound footing.
– Embraces internationally accepted sound practices in sovereign debt management.
– Facilitates country initiatives to reform their debt management within a strategic framework.

HORIZON

AN ESSENTIAL PUBLIC DEBT ANALYTICAL TOOL FOR MIDDLE AND FRONT OFFICES
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HORIZON

HORIZON...A RISK MANAGEMENT SYSTEM
Horizon is a risk management system that assists countries to manage their government debt within a cost-risk
framework to better shape their debt structure within a medium term framework.
– Identifies, quantifies and analyses a host of risk metrics associated with the debt portfolio like market and
refinancing risks.
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PLANNING THE FUTURE OF SOVEREIGN DEBT

– Informs on the preferred debt management strategy by evaluating the cost-risk trade-off under various deterministic
scenarios for alternative borrowing strategies.
– Consistent with the IMF-World Bank’s MTDS framework for strategy formulation.
One of the major challenges of a debt manager is to shape a debt structure and its financial terms that seek to mitigate its risks within tolerable
levels while ensuring stable long-term cost of debt service.

PROVIDING RICH INFORMATION TO ACHIEVE A PRUDENT DEBT STRUCTURE
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HORIZON

HORIZON...A TOOL FOR CONTROLLING RISK

– Covers LMOs like buybacks and switches on bond issuances, currency and interest rate swaps, embedded options
available on loans provided by multilateral institutions, and prepayment on loans.
– Analyses the impact of various liability management operations on debt stock, cash flows and key indicators.
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PLANNING THE FUTURE OF SOVEREIGN DEBT

– Supports risk analysis based on asset-liability management framework, analysing risks on both debt liabilities as well
as fixed income assets.
– Useful tool for governments engaged in on-lending operations or investment in other fixed income instruments.
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HORIZON

HORIZON…AN ANALYTICAL TOOL SUPPORTING DEBT RESTRUCTURING
Allows debt managers to readily analyse various debt restructuring mechanisms including refinancing,
conversion and write-offs.

– Analyses impact on debt stock, debt flows and
debt ratios.
– Readily computes the present value for pre and post
restructuring including hair cut involved.
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HELPS DEBT DISTRESSED COUNTRIES TO PREPARE
A BLUEPRINT FOR DEBT RESTRUCTURING

PLANNING THE FUTURE OF SOVEREIGN DEBT

HORIZON...A PLANNING TOOL FOR FUNDING
STRATEGY
Horizon supports debt managers to implement their debt
management strategy through comprehensive planning.
– Empowers debt managers to plan their debt operations
in a structured fashion.
– Supports the formulation of an annual borrowing plan
and monitoring its implementation.
- Ensures consistency between formulation and
implementation of strategy

Debt managers need to plan ahead their response mechanism
under various market conditions to adequately deal with market
uncertainty and ensure timely fund raising at reasonable costs.
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HORIZON

HORIZON…INTEGRATING CASH AND DEBT
MANAGEMENT
Horizon attempts to optimize on government’s
cash position by integrating cash flow forecasts and
debt management.
– Provides a granular analysis of governments net cash
requirement after borrowings.
– Informs on cash management possibilities by avoiding
idle cash balances of the government.
– Delineates between short-term cash financing
requirements and long-term borrowings by pointing
to short-term cash requirements for cash
management purpose.

PAGE 8

PLANNING THE FUTURE OF SOVEREIGN DEBT

HORIZON…DEVELOPMENT OF THE GOVERNMENT SECURITIES MARKET
Horizon supports the development of the government
securities market by focusing on several sound practices
related to issuance of securities.

– Provides a priori information on possible liability
management operations like buybacks and switches to
control refinancing risks and for enhancing liquidity.
IT SUPPORTS GREATER PREDICTABILITY AND TRANSPARENCY IN
MARKET BORROWINGS THEREBY ENABLING GOVERNMENTS TO
ACHIEVE LOWER COST OF BORROWING.
– Simulates an issuance calendar based on the auctioning
and issuance conventions, and utilizing opportunities for
building benchmark bonds through re-openings.
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HORIZON…SOPHISTICATED BOND MARKET
ANALYSIS
Horizon supports sophisticated bond market analysis for
developing yield curve projections and valuation of securities.
– Supports the creation of the risk-free yield curve that
investors use as a reference in pricing other financial
assets, thereby ensuring that savings are allocated to
their most productive use.
– The system comes with in-built yield curve fitting
capability and can populate curves for zeros, par yield
and forward rates for future projection of cash flows
and valuation of securities.
– The system employs a number of curve fitting
methodologies frequently used by most debt
management offices including Nelson-Siegel,
Svenson, Cubic Spline, VRP (Variable Rate Penalty)
and Polynomial methodologies.
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HORIZON…RICH REPORTING CAPABILITY
Horizon provides comprehensive information through user friendly reports and pivot grids.
– The debt portfolio can be sliced and diced in a user defined manner to provide a complete perspective of the
debt portfolio.
– Information is neatly presented over future maturity in a pivot grid with the facility for users to drag-in/drag-out
dimensions and data types, drill up/down specific dimensions and aggregation periods, group/ungroup data, etc.
– Information can also be visualised in the form of charts.
– Standard built-in reports are also available to complete a fuller debt analysis.
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HORIZON…STATE-OF-THE-ART TECHNOLOGY PLATFORM
Horizon employs a state of the art technology platform.
– The software is web based and is accessible through Microsoft Internet Explorer, Firefox and Google Chrome
web browsers.
– Its robust technological architecture is supported by the globally renowned Matlab tool as its backend engine
to carry out many of its analytical computations.
– It runs on Windows Server operating system and supports Oracle and Microsoft SQL Server databases. The software
is available in English but has a language-independent design to facilitate translation to other languages.

HORIZON…SEAMLESS INTERFACE WITH EXTERNAL SYSTEMS
Horizon provides seamless interface with other systems.
– It is designed to interface with any debt recording software for electronic upload of debt portfolio data.
– Electronic links are also available for importing historical as well as projections of various macroeconomic
and market variables.
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THE COMMONWEALTH SECRETARIAT IS A PIONEER IN SUPPORTING DEBT
MANAGEMENT.
The Commonwealth Secretariat, an inter-governmental voluntary
organisation comprising 54 member countries, is a pioneer in providing
technical assistance on debt management. Through its flagship debt
management programme which assists more than 45 member countries,
the Secretariat provides policy advice, capacity building support and a suite
of systems on debt management.
The Secretariat provides a complete suite of systems solutions on debt management: The
Secretariat had earlier developed its globally renowned Commonwealth Secretariat Debt Recording
and Management System (CS-DRMS) in the mid-1980s. The system is currently used in 60
countries including 15 non-member countries. As a back office system, CS-DRMS is a debt recording,
accounting and reporting system that serves as a rich repository of debt data and supports timely
debt service payments. In 2008, the Secretariat released another management information system,
the Commonwealth Secretariat – Securities Auctioning System (CS-SAS) to support auctioning of
government securities. With the development of PDAT in 2012 as a decision support system to
strategically plan debt management operations, the software suite on debt management developed
by the Secretariat now attends to the entire cycle of business process on debt management.

For further enquiries please contact
Head of Debt Management Section
Debt Management Section
Special Advisory Services Division (SASD)
Commonwealth Secretariat
Marlborough House
Pall Mall
London SW1Y 5HX
Phone
Fax

+44 (0)20 7747 6430 / 6437
+44 (0)20 7747 6450

www.thecommonwealth.org
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