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The bimonthly PDM Network Newsletter is a short report including a selected list of recent papers,
reports, blog articles, job vacancies, courses, call for papers and other upcoming events concerning
public debt management worldwide. Such documents have been also published on the PDM Network
website during the previous two months. The documents the PDM Network Secretariat deems most
interesting are grey highlighted. The PDM Network Newsletter is published every two months (January,
March, May, July, September, and November). Please feel free to suggest any relevant documents,
news, and events by contacting the PDM Network Secretariat. We will be happy to share selected

resources with our Network.
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PDM Webinar Series

Summary: 4th Webinar of the PDM Network: The Role of Parliament in the Oversight of Public Debt
Management

PDM Network

The fourth webinar of the PDM Webinar Series entitled The Role of Parliaments in the Oversight of Public
Debt Management successfully concluded on June 10, 2024, featuring as speakers Lars Jessen, Lead
Debt Specialist, Macroeconomics, Trade & Investment, World Bank and Mitchell O’Brien, Fiscal
Governance Lawyer. The PDM Network webinar provided an in-depth exploration of the role of
parliaments in shaping the legal framework for public debt management. It emphasized the importance
of checks and balances, transparency, and accountability in the practices of debt management. The
webinar underscored the need for explicit guidance on the role of parliaments in this context, a topic
that has received comparatively less attention than the role of governments in the framework on public
debt management. [...]
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REGISTRATION: 3rd PDM Conference October 3-4, 2024, Washington, DC

PDM Network

The Public Debt Management Network, an initiative jointly fostered by the OECD, the Italian Treasury,
and the World Bank, is organizing the 3" Public Debt Management Conference, which will be held at
the World Bank Headquarters, Washington D.C. USA, on October 3-4, 2024. The main themes of the
Conference are disaster risk finance, climate risk, debt sustainability, inflation and debt
management. The Conference will be held in-person and online. If you are interested in participating (in
person or online), please fill out the registration form. While all are welcome to register, please note
that acceptance for in-person participation at the conference is not guaranteed due to limited space
available in the meeting venue. Your application is thus an expression of interest. Deadline for in-person
participation registration is extended to August 13, 2024. Participants are responsible for obtaining
a visa and any other documentation required to enter the United States. Should you need to obtain the
official letter to support your visa application, kindly contact: Ms. Oumi Himid
at uhimid@worldbank.org. The event promotes dialogue among policymakers (debt managers, central
bankers, regulators), academia and practitioners (investors, dealers, market infrastructure managers),
to encourage knowledge-sharing and collaboration across organizations and disciplinary boundaries,
and to foster the development and dissemination of best practices in public debt management and
related policy issues. The program includes paper presentations along with contributions by prominent
moderators and speakers. Keynote speaker will be Prof. Ugo Panizza.

Conference Agenda coming soon.

Special Focus

Riding the Rollercoaster: Subnational Debt in Turbulent Times

Acaua Brochado, Sean Dougherty - OECD

With interest rates at their highest levels in two decades, subnational governments (SNGs) are grappling
with growing debt sustainability concerns. This paper investigates SNGs’ financing vulnerabilities by
examining their debt levels and sensitivity to interest rate fluctuations. It provides an in-depth analysis
of SNG debt portfolios, with a particular focus on marketable debt or bonds. While most SNG bonds have
fixed rates and long maturities, some jurisdictions are significantly exposed to interest rate and foreign
currency risks. Simulations reveal that interest expenses could rise substantially for some SNGs. Yet,
worryingly, the variation in borrowing costs among SNGs within countries is often limited, suggesting
potential weaknesses in market discipline [...] TAGS: Subnational Debt Debt sustainability Debt Policy Best Practices

Trends in Allocation & Impact Reporting. Ensuring Transparency in Emerging Market Sovereign
Green, Social, and Sustainability Bonds

World Bank

Green, social, and sustainability (GSS) bonds have emerged as a key financial instrument through which
emerging market sovereigns attract private investment to meet their environmental and social
objectives. Twenty-three emerging market sovereigns had issued GSS bonds as of December 2023,
including inaugural issuances by Argentina, Brazil, India, and Tirkiye in 2023. Good allocation and impact
reporting helps maintain the integrity of the market and facilitates its growth. Good impact reporting
requires the use of best practices, as outlined in the Core Principles and Recommendations for Reporting
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in the Handbook: Harmonized Framework for Impact Reporting (ICMA 2023a; 2023c.). Allocation and
impact reports should be publicly disclosed, easily accessible, and well structured. Where possible,

impact metrics used should align with the sector-specific core indicators identified in the handbook. [...]
TAGS: Accounting, statistics, Reporting and Auditing Transparency Bond Market Development Multilateral financing World
Bank ESG

Sovereign Green Bonds: A Catalyst for Sustainable Debt Market Development?

Gong Cheng, Torsten Ehlers, Frank Packer, Yanzhe Xiao - IMF

In traditional bond markets, sovereign bonds provide benchmarks and serve as catalysts for the
corporate bond market development. Contrary to the usual sequence of bond market development,
sovereign issuers are latecomers to sustainable bond markets. Yet, authors empirical study finds that
sovereign green bond issuance can have quantitative and qualitative benefits for the development of
private sustainable bond markets. Authors’ results suggest that both the number and the size of
corporate green bond issuance increase more in a jurisdiction after the sovereign debut. The results are

more pronounced in countries with stronger climate policies. [...] TAGS: Primary market Bond Market
Development Financial Stability ESG Green bonds

Restructuring Sovereign Debt: The Need for a Coordinated Framework

Sean Hagan, Brad Setser - PIIE, Council on Foreign Relations

When a sovereign's debt is unsustainable, all stakeholders—the sovereign, its official creditors, and most
private creditors—share an interest in a restructuring that quickly restores sustainability.
Notwithstanding this general alignment of interests, the current restructuring process is subject to delay
and unpredictability. Concerns regarding intercreditor equity have been exacerbated by the "sequential
nature of the restructuring process, where official creditors are generally expected to commit to debt
relief terms before private creditors. To speed up the restructuring process, this Policy Brief proposes
that the restructuring of official claims and private claims proceed in a parallel yet coordinated manner.
[...] TAGS: Debt Restructuring Debt relief Debt crisis Debt sustainability Debt Sustainability Analysis Multilateral financing

A Turning Point for Monetary Policy

Charles Goodhart, Manoj Pradhan - London School Of Economics And Political Science, Talking Heads
Macroeconomics

Monetary policy measures have an effect on public sector debt management, not only quantitative
easing/tightening but also the pattern of interest rate changes. As public sector debt ratios rise, the
sensitivity of debt management issues to monetary policy decisions will increase. This column explores
some of the likely consequences of this by comparing the pattern of official rate changes in the period
1975-1980, when debt management played a major role in the attainment of monetary targets, with the
period 2008-2023, when there was no such concern about interactions between debt management and
monetary policies. [...] TAGS:Debt and fiscal/monetary policies Financial stability Debt sustainability

Uruguay Pioneers World Bank's First Loan with Built-in Climate Incentives

World Bank

Uruguay secured a $350 million development policy loan from the World Bank with an innovative, built-
in interest reduction mechanism. Under this pioneering loan, interest payments will be reduced if
Uruguay meets its ambitious targets for lowering the methane emissions intensity of beef production.
[...] TAGS: World Bank Climate finance
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Accounting, Statistics, Reporting and

Auditing

How Transparency Makes Debt Sustainability
Analyses a Trusted and Effective Tool

Gail Hurley - Friedrich-Ebert Stiftung (FES), New
York and Jubilee USA

This paper analyses the extent to which the Debt
Sustainability Analyses (DSAs) carried out by the
International Monetary Fund (IMF) and World
Bank are sufficiently transparent, and what
measures have been taken to improve their
transparency. It identifies three key pillars of
transparency: (i) public disclosure; (ii) openness
in the data, methodology and assumptions used;
and (iii) processes for engagement and looks at
how well DSAs measure up against them. Overall,
it finds that while recent steps have been taken
to improve key foundational aspects of
transparency, particularly those related to public
disclosure, more qualitative aspects of
transparency, such as access to key data and
understanding how key assumptions have been

derived, are still lacking. TAGS: Accounting, Statistics,
Reporting and Auditing Transparency Debt Sustainability
Debt Sustainability Analysis Debt Transparency Debt

Restructuring

Primary Markets

The Effect of Primary Dealer Constraints on
Intermediation in the Treasury Market

Falk Brauning, Hillary Stein - Federal Reserve
Bank of Boston

Using confidential micro data, the authors show
that shocks to primary dealers' risk-bearing
constraints have significant effects on the
Treasury market. In response to tighter
constraints, dealers reduce their Treasury
positions, triggering a reduction in aggregate
turnover and an increase in bid-ask spreads.
These effects are more pronounced in securities
that contribute more to the utilization of risk

constraints. The impaired intermediation also
affects Treasury yields, amplifying the vyield
response to net demand shifts. Moreover, tighter
dealer constraints weaken Treasury auction
outcomes: Bid-to-cover ratios decline, driven by
dealers' less aggressive bidding, and the highest
yield accepted by participants rises, thereby
increasing the government's cost to issue debt.
Using their estimates, the authors back out key
elasticities to show that the shadow cost of
dealer constraints is as high as a third of their

intermediation margin. TAGS:  Primary market
Primary dealers Market liquidity

Local Government Debt, Local Government
Financing Platforms, and Green Development
Efficiency

Yonghao Guan, lJingjin Wu, Yigi He - Nanjing
University of Finance and Economics

Local government debt (LGD), an important
financing tool for local governments to achieve
high-quality development, especially through the
expansion of urban investment bonds led by local
investment and financing platforms, has a
significant impact on green development
efficiency (GDE). This article starts from LGD,
selects data from 30 provinces from 2010 to
2019, and uses a two-way fixed-effect model and
mediation-effect model to empirically analyze
the impact of LGD on GDE. The research results
show that LGD has a significant inhibitory effect
on GDE, and LGD can indirectly affect GDE
through the degree of industrialization and the
number of the urban population. This article
suggests that the government should make even
fuller use of LGD funds, optimize the use of
relevant funds, standardize the operation of local
government investment and financing platforms,
reduce debt risks, promote industrial structure
upgrading, promote urban population
resettlement measures, and improve China’s

GDE. [...] TAGS: Subnational debt Debt and growth
Financial stability Climate change
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Development of New Products for Climate
Change Resilience _in __South _ Africa-The
Catastrophe Resilience Bond Introduction
Thomas Mutsvene, Heinz Eckart Klingelhofer -
Tshwane University of Technology

Climate change has brought several natural
disasters to South Africa in the form of floods,
heat waves, and droughts. Neighbouring
countries are also experiencing tropical cyclones,
almost on a yearly basis. The insurance sector is
faced with an increased level of climate change
risk with individuals, corporates, and even the
government approaching it for financial cover.
However, with an increased level of competition
in the insurance sector, (re)insurers must engage
in massive product research and development.
Therefore, this paper looks at the possibility of
the insurance industry developing new products
in the form of catastrophe resilience bonds (CAT
R Bonds). A qualitative approach is used

following content analysis of (re)insurers’
product development policies, marketing
documents, company reports, and risk

management reports as well as the Conference
of Parties 27 and 28 resolution papers. The
findings reveal that (re)insurers’ underwriting
capacity, reinsurance protection, and innovative
and creative product development increase
because of CAT R Bonds. CAT R Bonds enhance
the interaction between the capital market and
money market, thereby giving speculative
investors another investment option. Increased
investment into new product development such
as CAT R Bonds must continue in South Africa in

pursuit of climate change resilience goals. [...]
TAGS: Primary Market Bond market development Debt

and growth Climate change

Sovereign Green Bond Market: Drivers of Yields

and Liquidity

Kamila Tomczak - Edge Hill University

The aim of this study is to analyse and assess the
yields and liquidity of sovereign green bonds in
selected countries and to compare the yields

between sovereign green bonds and
conventional bonds. Sovereign green bonds are
issued by governments to finance environmental
and social projects and represent a relatively new
and growing asset class. This study seeks to
analyse the financial performance of sovereign
green bonds by examining yields and liquidity
metrics, such as bid—ask spreads. The findings of
this research suggest that the yield to maturity
(YTM) of sovereign green bonds is influenced by
conventional bond return, while conventional
sovereign bonds are affected by the financial
market return. Furthermore, the results confirm
that the liquidity of sovereign green bonds can be

explained by bond maturity. [...] TAGS: Sovereign
risk premia Financial Analysis Primary Market Bond market
development ESG

Secondary Markets

The Fundamental Role of the Repo Market and
Central Clearing

Cristina Di Luigi, Antonio Perrella, Alessio
Ruggieri - Bank of Italy

The repo market plays a crucial role in terms of
central bank policies and of the funding of the
banking system. In this paper, after reviewing the
different economic functions of repo contracts,
the authors provide an overview of the structure
of government bond repo markets in core
advanced economies. The authors then analyse
the main drivers of euro-area repo market
dynamics in the last decade: collateral quality,
excess liquidity and collateral scarcity, as well as
regulatory reforms. Finally, the authors explore
the role of central clearing services - whose
extensive use can help increase the stability and
efficiency of the repo market - and the impact of
the development of new client clearing models in
the repo market, arguing that greater use of
these models may lead to greater market

efficiency and resilience. TAGS: Secondary markets
Repo market Market Liquidity Central Clearing Central
Counterparties
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Outages in Sovereign Bond Markets

Mark Kerssenfischer, Caspar Helmus - ECB,
Deutsche Bundesbank

The authors use outages as natural experiments
to study sovereign bond market functioning.
When the euro area futures market goes down,
trading activity on the cash market declines,
liquidity evaporates, and transaction prices
deviate from fundamental values. Tracing back
this macrolevel market breakdown to the micro-
level, the authors show that particularly dealers
withdraw from the cash market during outages.
While most of their remaining trades remain
fairly priced, dealer’s capacity to intermediate
trades on the cash market is reduced, forcing
more clients to trade directly with each other,
leading to substantial mispricing. Lastly, outages
on cash trading venues barely affect the futures
market, suggesting that price formation and
liquidity provision is a one-way street, and
outages on the US and euro area futures market
barely affect each other, in stark contrast to the
significant price spillovers. Authors’ results reveal
the trade-offs between a (de)centralized market
structure, they support cross-asset learning
models to explain the link between liquidity and
arbitrage, and they demonstrate how financial
intermediaries can impose important limits to

arbitrage. TAGS: Sovereign bond market Secondary
Markets Primary dealers Liguidity Yield curve Derivatives
Pricing Trading venues

Financial Analysis

Making the Market Access Countries’ Debt
Sustainability Framework  Relevant _ for
Emerging Markets

Indermit Gill, Brian Pinto - World Bank

The debt sustainability framework for market
access countries has been designed by the
International Monetary Fund for all market
access countries, a set that includes emerging
markets and advanced economies. The debt

sustainability framework for market access
countries was reviewed in 2021 and renamed the
“sovereign risk and debt sustainability
framework for market access countries.” A new
public debt sustainability analysis template was
rolled out in 2022 and became operational in
2023. This paper examines the framework from
the perspective of emerging markets, which
borrow from and have a policy dialogue with the
World Bank. While the debt sustainability
analysis template is based on government
borrowing in both the home, or local, currency
and foreign currency, advanced economies
predominantly borrow only in the local currency.

[...] TAGS: Debt sustainability Debt Sustainability Analysis
Debt-to-GDP ratio Interest Rates Transparency

The Asymmetric and Persistent Effects of Fed
Policy on Global Bond Yields

Tobias Adrian, Gaston Gelos, Nora Lamersdorf,
Emanuel Moench - BIS

How monetary policy is transmitted through
bond markets is a central question in
macroeconomics and finance. The impact of
monetary policy actions on the yield curve
shapes domestic financial conditions, borrowing
costs and savings returns, and thereby the effects
on real activity. In the case of the United States,
the centrality of its financial markets in the global
financial system means that assessing the effects
of US monetary policy on global bond markets is
also key to gauging its overall impact. Authors
examine the impact of US monetary policy on US
and international bond yields focusing on longer

time horizons. [...] TAGS: Sovereign bonds yields Debt
and fiscal/monetary policies

Euro Interest Rate Swap Yields: Some ARDL
Models

Tanweer Akram, Khawaja Mamun - Citibank,
Sacred Heart University

This paper examines the dynamics of euro-
denominated (EUR) long-term interest rate swap
yields. It shows that the short-term interest rate
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has an economically and statistically significant
effect on EUR swap yields of different maturity
tenors, after controlling for various key
macroeconomic variables. It presents several
autoregressive distributive lag (ARDL) models of
the dynamics of EUR swap yields. The estimated
econometric models of EUR swap vyields of
different maturity tenors imply that the
European Central Bank (ECB) exerts substantial
influence on interest rate swap yields, primarily
through the effect of its actions on the current
short-term interest rate. Examining the case of
EUR interest rate swaps, the findings of the paper
lend additional credence to John Maynard
Keynes’s hypothesis concerning the ability of a
central bank to influence long-term market

interest rates. [..] TAGS: Financial Analysis Swap
Interest rates Keynes Debt management

Sovereign Credit Ratings: A Critique

Manya Khanna - Observer Research Foundation
To address the challenges posed by existing
credit rating agencies and their biases against the
Global South, particularly India, several
operational changes need to be implemented.
For years, the Sovereign Credit Ratings (SCR)
assigned by the top three financial agencies—
Moody's, S&P, and Fitch—have had a tangible
impact on access to global capital and varied
investor perceptions of individual countries.
However, concerns have been raised about the
subjectivity and bias influencing the accuracy of
these ratings. This article attempts to discuss the
bias present in the sovereign credit rating
methodologies, with a particular focus on India’s
case. TAGS: Sovereign Credit Ratings Financial stability

Sovereign Haircuts: 200 Years of Creditor Losses
Clemens M. Graf von Luckner et al. - Sciences Po
The authors study sovereign external debt crises
over the past 200 years, with a focus on creditor

losses, or "haircuts". Authors’ sample covers 327
sovereign debt restructurings with external
private creditors over 205 default spells since
1815. Creditor losses vary widely (from none to
100%), but the statistical distribution has
remained remarkably stable over two centuries,
with an average haircut of around 45 percent.
The data also reveal that 'serial restructurings',
meaning two or more debt exchanges in the
same default spell, are on the rise. To account for
this trend toward serial renegotiation, the
authors introduce the 'Bulow-Rogoff haircut' - a
cumulative measure that captures the combined
creditor loss across all restructurings during a
single debt crisis. Using this measure, the authors
show that longer debt crises deliver larger
haircuts and that interim restructurings provide
limited debt relief. They further examine past
predictors of the size of haircuts and identify
'rules of thumb' applicable to future defaults.
Poorer countries, first-time debt issuers, and
those that borrowed heavily from external
creditors all record significantly higher haircuts in
case of a default. Geopolitical shocks - such as
wars, revolutions, or the break-up of empires -
deliver the deepest haircuts. Sovereign debt
investment disasters are often linked to (geo-

)political disasters. TAGS:_ Debt crisis Foreign Debt
Sovereign Default Debt Restructuring External debt
Multilateral financing

Debt is Dragging Down the Developing World
Mark Suzman - Foreign Affairs

The violent protests that began in Nairobi in June
appeared to erupt suddenly, a direct response to
government’s proposal of a contentious finance
bill the month before. But the economic crisis
that motivated the legislation, which would have
raised taxes in part to pay off the country’s debt,
has been years in the making. Kenya’s debt
burden has forced its leaders to face a series of
impossible choices. Last year, they slashed the
federal budget, including health spending, to
provide funds for debt servicing; the government
also delayed salary payments to civil servants. In
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February, despite these measures, Nairobi had to
issue an international bond at an eye-watering
ten percent interest rate, compared with roughly
six percent on bonds it issued in 2021, to
refinance its existing debts and meet
development needs. Kenya is now spending 75

percent of its tax revenue on debt service. [...]
TAGS: Debt Policy Debt sustainability Debt crisis Debt and
fiscal/monetary policies Multilateral financing Debt
restructuring Debt relief

Beyond Debt Relief: Navigating Somalia's Path
to Sustainable Economic Resilience and Growth
in the Post-HIPC Era

Mohamed Ibrahim Nor - Simad University

This paper explores Somalia's trajectory
following its participation in the Heavily Indebted
Poor Countries (HIPC) Initiative, scrutinizing the
implications of debt relief and delineating a
roadmap for sustainable economic resilience and
growth in the post-HIPC era. By leveraging a
comprehensive analysis of Somalia's experience
within the HIPC framework, this study
underscores the necessity of sustained reforms,
fiscal prudence, and strategic investments to
bolster long-term economic stability and
advancement. The HIPC Initiative, heralded as a
catalyst for debt reduction, has substantially
alleviated Somalia's external debt burden, from
$5.2 billion to $600 million, through stringent
economic and governance reforms, emblematic
of Somalia's commitment to fostering
sustainable economic policies and poverty

alleviation strategies. [...] TAGS: Debt relief Financial
stability External debt Debt sustainability Debt and growth

Emerging Public Debt Challenges in Sub-Saharan
Africa

Maureen Were - Central Bank of Kenya
Sub-Saharan Africa (SSA)’s public debt burden
remains a challenge to development. Key drivers
of public debt include large-scale financing of
infrastructure development, adverse impact of
multiple shocks including COVID-19 pandemic,

maturity mismatches, and high vulnerability to
exchange rate and interest rate volatility. The
tight financial conditions following interest rate
hikes in advanced economies have exacerbated
the debt burden and heightened debt
sustainability risks. Half of the SSA low-income
countries are either in debt distress or at high
riskof it. Countries in debt distress include
middle-income economies. Given the high cost of
debt servicing and lack of fiscal space,
achievement of sustainable development goals is
in jeopardy. A long-term sustainable solution
requires a multi-pronged approach. The G20
Common Framework for debt treatment remains
limited in scope, coverage, and impact. More
needs to be done including consideration for
debt relief. Other strategies include access to
long-term  concessional finance, domestic
resource mobilization, and improved efficiency in

public spending and fiscal management. TAGS:
Debt crisis Debt sustainability Interest rates

Distributional Crowding out Effects of Public
Debt on Private Investment in Developing
Economies

Asif M. Islam, Ha Nguyen - World Bank, IMF

The Covid-19 pandemic, followed by financial
tightening due inflationary pressure, has raised
public debt in developing economies as
governments grapple with public health
investments to curb the pandemic and collapse
in revenues due to slower economic activity. The
rise in debt may further disrupt the formal
private sector in developing economies. Using
two to three waves of panel firm-level data
across developing economies, this study finds
that higher public debt is correlated with low
investment by formal private sector firms. The
finding is largely driven by small and medium-size
enterprises, domestic firms, and non-exporters
— raising concerns about the distributional
impacts. Potential channels are uncovered. High
levels of debt reduced the accessibility of finance
for private sector firms, limiting investment.
Furthermore, a regulatory channel is observed.
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As public debt rises, firms spend more time with
regulatory and tax officials, which is possibly
indicative of higher efforts of governments to
raise revenues. This channel is stronger for small

and medium-size enterprises. TAGS: Debt crisis
Domestic debt

The IMF Must Lead on Debt Sustainability

Mia Amor Mottley - Barbados Prime Minister
Reform of its lending arrangements for middle-
income countries is overdue When considering
the economic and development challenges of
developing economies in the face of the climate
crisis, most people tend to view debt as a
complicating factor at best and a source of many
of our problems at worst. There are good reasons
for this. Rising public debt across the developing
world—and the surging interest bills that
accompany it—is diverting public funds from
already underfunded health and education
programs. It threatens to push more countries
into outright distress and more people back into

poverty. [..] TAGS: Debt Sustainability Interest rates
Debt distress Debt Crisis

A Better Way to Induce Creditor Cooperation in
Sovereign-Debt Workouts

Lee C. Buchheit, Indermit Gill - University of
Edinburgh, World Bank

The idea travels under different names—“burden
sharing,” “intercreditor equity,” “fundamental
fairness,” and “comparability of treatment.” But
the underlying proposition is the same. All
creditors, of whatever stripe, caught up in a
distressed sovereign-debt situation share one
thing in common: Whatever is disproportionately
good for any one creditor or group of creditors
will probably be disproportionately bad for all the

others. [...] TAGS: Financial Analysis Debt distress Debt
relief Sovereign debt market |Institutional and
Organizational Framework Blog

Debt Restructuring

Sustained Debt
Exception
Serkan Arslanalp, Barry Eichengreen, Peter Blair
Henry - IMF, Stanford University, University of
California

Reducing high public debts is key for countries
seeking to restore fiscal capacity and resilience in
the wake of recent crises. But large debt
reductions are rare. Jamaica stands out for
reducing its debt from 144 percent of GDP to 72
percent over the last decade, a record achieved
by running large, persistent primary budget
surpluses. Well-designed fiscal rules combined
with social partnership agreements making for
fiscal ownership are at the root of its

achievement. TAGS: Debt Restructuring; Debt-to-GDP
Debt Debt and fiscal/monetary policies Debt reduction

Reduction: The Jamaica

Sovereign Debt Restructuring Process is
Improving Amid Cooperation and Reform -
Analysis

Ceyla Pazarbasioglu - IMF

The global economy avoided what could have
been a systemic debt crisis during the turbulence
of recent years, but vulnerabilities remain amid
high debt servicing costs that pose an important
challenge for low and middle-income countries.

Some may yet confront major tests. [...] TAGS: Debt
Restructuring Financial stability Multilateral financing Blog

A G20 Common Framework for the Common
Person: Why Addressing Global Inequality
Hinges on Effective Debt Relief

Tim Hirschel-Burns - Boston University

The case of Zambia’s highlights the complexities
and consequences of global debt dynamics,
demonstrating that comprehensive debt relief is
not only crucial for economic stability — but also
for reducing global inequality. Reforming the
G20’s Common Framework would be a key place

to start. [...] TAGS: Debt Restructuring Debt relief
Sovereign debt market Sovereign defaults
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Power in Sovereign Debt Markets: Explaining

Fiscal Sustainability and Policy Interactions

the Uneven Debtor—Creditor Landscape and its

Implications
Martin  Guzman, Maia Colodenco, Anahi
Wiedenbriig - Columbia University,

Suramericana Vision, Latin American University
for Social Sciences

Many developing countries are currently facing
debt distress, and sovereign debt restructurings
often occur with delays. Emerging market debt
composition has shifted away from Paris Club
creditors and toward private lenders. This
column argues that the asymmetry in
coordination between private creditors and
emerging market debtors has equity and
efficiency implications. Private creditors are
often better coordinated and able to extract
power rents, suggesting that sovereign debt

markets are not perfectly competitive [...] TAGS:
Debt Restructuring Financial stability Emerging Markets

Macroeconomic Analysis

The Impact of Sovereign Debt Purchase
Programmes. A Case Study: the Spanish-to-
Portuguese Bond Yield Spread

Fernando Cerezo - Banco De Espafia

This paper studies the impact of the sovereign
bond purchase programmes implemented by the
ECB since 2014, focusing on the dynamics of
Spain to Portugal’s sovereign bond yield spread.
The analysis confirms  that, although
fundamental fiscal, macroeconomic, and
financial factors effectively explain the bond yield
spread dynamics for most of the period, the ECB
asset purchase programmes and the stock of
long-term debt outstanding in bonds in both
countries contribute to explaining the bond yield

spread dynamics observed since 2020. TAGS:
Sovereign bond yield spread Quantitative easing
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Francesco Bianchi et al. - Johns Hopkins
University

The authors build a model to study the
interaction between default risk, policy changes,
and financial frictions within a monetary union.
The model features a centralised central bank
and decentralised fiscal authorities. Countries
have different reputations for fiscal stability,
modelled as different probabilities of moving to
a Default regime. Borrowing costs for the fiscal
authority and firms are affected by the possibility
of default. This creates a feedback effect
between debt accumulation, reputation, and the
depth of a recession following adverse shocks. In
this context, the authors discuss the benefits and
limitations of a coordinated monetary and fiscal
policy response that removes the risk of default.
Adverse energy shocks generate more benign
outcomes if accommodated, while a fiscal crisis
leads to a vicious circle of debt accumulation,
recession, and inflationary pressure. In this case,
default and inflation risks can reinforce each

other. TAGS: Debt and fiscal/monetary policies Fiscal
Sustainability Sovereign defaults Public debt

Sovereign Green Bonds: A Catalyst for
Sustainable Debt Market Development?

Gong Cheng et al. - BIS

In traditional bond markets, sovereign bonds
provide benchmarks and serve as catalysts for
the corporate bond market development.
Contrary to the usual sequence of bond market
development, sovereign issuers are latecomers
to sustainable bond markets. Yet, authors’
empirical study finds that sovereign green bond
issuance can have quantitative and qualitative
benefits for the development of private
sustainable bond markets. Authors’ results
suggest that both the number and the size of
corporate green bond issuance increase more in
a jurisdiction after the sovereign debut. The
results are more pronounced in countries with
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stronger climate policies. Sovereign green bond
issuance also improves the quality of green
verification standards in the corporate bond
market more generally, consistent with the aim
of fostering third-party reviews and promoting
best practice in green reporting and verification.
Finally, authors’ work provides evidence that the
sovereign debut increases liquidity and
diminishes vyield spreads of corporate green

bonds in the same jurisdiction. TAGS: Green bonds
Sovereign bond market Sovereign debt

Beyond Debt: Net Worth Fiscal Anchors

Hua Chai, Jason Harris, Alexander F. Tieman - IMF
This paper proposes anchoring medium- to long-
term fiscal policy in a Public Sector Net Worth
(PSNW) target. Such a target widens the scope of
fiscal policy to include public sector assets, in
addition to liabilities—the focus of debt-based
rules. A PSNW target is directly relevant to
ongoing policy debates on green fiscal rules and
more generally, the reform of fiscal frameworks
(such as the Euro Area’s) to allow for public
investment in a high debt environment.
Modeling a small open economy with public
investment and endogenous growth, the authors
show that, compared to debt-based anchors, a
PSNW anchor is more conducive to public
investment and economic growth, while
providing for sensible policy reactions to changes
in long-term interest rates. The net worth anchor
also precludes unsustainable debt dynamics.
Simulated transition dynamics show that
replacing a debt anchor with a net worth anchor
does not necessarily lead to higher debt-to-GDP
ratios. In addition to the merits of a net worth
anchor, the paper also discusses some

operational challenges. TAGS: Debt and
fiscal/monetary policies Debt-to-GDP Public debt
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Resilience in Emerging Markets: What Makes It,
What Could Shake It?

Bryan Hardy, Deniz Igan, Enisse Kharroubi - BIS
In earlier decades, it was not uncommon for
monetary tightening in advanced economies to
usher in a period of stress in emerging market
economies (EMEs). During the late 1970s and
early 1980s which featured tighter monetary
policy in the United States and elsewhere, many
EMEs experienced financial stress and a collapse
in GDP growth (Graph 1.A). A similar wave
unfolded following the 1994-95 tightening cycle.
By comparison, the experience since 2000 has
been much more benign.1 The “taper tantrum”
in May 2013 was only a partial exception: the
mere anticipation of such tightening was
sufficient to cause severe strains in EME financial
markets (Graph 1.B), but these were short-lived

and did not hit GDP. [...] TAGS: Macroeconomic
Analysis Debt and fiscal/monetary policies Debt crisis
Sovereign debt market

Public Investment Quality and its Implications
for Sovereign Risk and Debt Sustainability

Amat Adarov, Ugo Panizza - World Bank, Geneva
Graduate Institute

This paper introduces a novel index to measure
public investment quality, utilizing the World
Bank’s investment project performance data
from 120 countries over the period 2000-2021.
After detailing the construction of the index, the
paper examines how public investment quality
influences the relationship between the level of
public investment and sovereign risk. The
authors find that high levels of public investment
are linked to lower sovereign risk in countries
with high investment quality, and conversely, to
higher sovereign risk in countries with low
investment quality. This relationship is especially
pronounced in sub-investment grade countries.
The authors corroborate these results by
showing that when public investment quality is
high, scaling up public investment enhances fiscal
sustainability by reducing the debt-to-GDP ratio
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in the long run: high-quality public investment is
self-financing. However, the opposite is true
when public investment quality is low, where
increased public investment results in a

deterioration of fiscal fundamentals. TAGS:
Macroeconomic Analysis Debt sustainability Debt-to-GDP
ratio Debt distress

Stochastic Debt Sustainability Analysis in
Romania in the Context of the War in Ukraine
Gabriela Dobrota, Alina Daniela Voda - University
of Targu Jiu, General Regional Directorate of
Public Finances

Public debt is determined by borrowings
undertaken by a government to finance its short-
or long-term financial needs and to ensure that
macroeconomic objectives are met within
budgetary constraints. In Romania, public debt
has been on an upward trajectory, a trend that
has been further exacerbated in recent years by
the COVID-19 pandemic. Additionally, a
significant non-economic event influencing
Romania’s public debt is the war in Ukraine. To
analyze this, a stochastic debt sustainability
analysis was conducted, incorporating the
unique characteristics of Romania’s emerging
market into the research methodology. The
projections focused on achieving satisfactory
results by following two lines of research. The
first direction involved developing four scenarios
to assess the risks presented by macroeconomic

shocks. [...] TAGS: Debt Forecasts Economic Forecasts
Debt sustainability

Persistent Inflation and Financial Instability. A

years. Should the government spending
expansion continue at the same pace, these
conditions will lead to financial instability and
output volatility. The author focuses on John
Cochrane models with long-term debt, sticky
prices, discount rates and policy rules and adapt
different AR(1) plot variations of his models to
get a sense of the responses to the fiscal shock in
the the post-pandemic financial cycle, including
the delayed reaction in the application of the
policy rule. The author draws implications of the
model when we consider extended fiscal
spending in this cycle and the Treasury

preference for short term debt financing. TAGS:
Debt and fiscal/monetary policies Debt financing

Government Debt, Limited Foresight, and
Longer-term Interest Rates

Christopher Gust, Arsenios Skaperdas - Board of
Governors of the Federal Reserve System

The authors study the relationship between
government debt and interest rates in an
environment where financial market participants
have limited foresight about the future path of
government debt. The authors show that limited
foresight substantially attenuates estimates of
the effect of government debt on longer-term
yields relative to the benchmark of rational

expectations often used in empirical analysis.
TAGS: Sovereign debt |Interest rates Debt and
fiscal/monetary policies

Between Keynesianism and Neoclassicism: A

Study on John Cochrane's Fiscal Monetary Policy
Models

Cesar Garcia Perez de Leon - Institut d'Etudes
Politiques de Paris (Sciences Po)

The author relies on the Fiscal Theory of the Price
Level (FTPL) (Cochrane 2023) to argue that, under
the umbrella of fiscal spending, the US is likely to
have persistent inflation linked to a period of
tightening financial conditions in the the next
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Comparative  Analysis of Public Debt-
Unemployment Nexus Across Continents
Swapnanil  SenGupta, Jayanta  Talukder,

Aakansha Atal - The University of Manchester,
National Council of Applied Economic Research
(NCAER), Jawaharlal Nehru University

Purpose — the authors aim to empirically analyse
the relationship between public debt and
unemployment, shedding light on the debate of
three different schools of thought (Keynesian,
neoclassical and neo-Keynesian) and offer a
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comprehensive understanding of the global
debt-unemployment dynamic.

Design/methodology/approach — the authors
suitably employ fixed and random effects
estimation, as well as the dynamic two-step
system GMM (SGMM) using a panel of 162
countries divided into four continental groups—
Africa, the Americas (North and South
collectively), Asia Pacific (Asia and Oceania
collectively), and Europe, covering the period

1996-2022. [...] TAGS: Sovereign debt Unemployment
Debt and growth Debt and fiscal/monetary

Evaluating the Spring Budget and the UK’s Fiscal
Rules

Ethan llzetzki, Suryaansh Jain - London School of
Economics and Political Science

With his 2024 Spring Budget, UK Chancellor
Jeremy Hunt intends to deliver long-term growth
through “more investment, more jobs, better
public services and lower taxes.” The latest CfM-
CEPR survey asked its panel to forecast the short-
run effect of the announced national insurance
contribution cut on the UK’s GDP, to predict
whether the next government would have to
raise taxes to make public debt sustainable, and
to evaluate the current set of fiscal rules. Most
panellists believe the national insurance cut will
not stimulate the UK economy and the
subsequent government would need to raise
taxes to ensure the sustainability of public debt.
The majority believe the current fiscal rules are
either ineffective or counterproductive in

limiting public debt build-up. [...] TAGS: Debt and
fiscal/monetary policies Cost and Risk Economic Forecasts
Financial stability Debt Sustainability

Macroeconomic Effects of a Government
Overdraft on its Central Bank Account

Tarron Khemraj - New College of Florida

The Guyana government, from 2015 to 2021,
accumulated a large overdraft on its central bank
account. It owed this overdraft to a binding debt
ceiling limit and fractious political environment

13

that prevented an increase in the ceiling,
allowing for the auctioning of Treasury bills to
create the liquidity reflux necessary to refill the
account. This paper studies the macroeconomic
effects of reflux (one-sided sales of Treasury bills)
and broken or incomplete reflux (base money
expansion) by focusing on domestic inflation, the
foreign exchange (FX) rate, and the quantity of FX
traded in the local market. The empirical results
suggest that the inflation rate is largely driven by
foreign price and oil shocks. Nevertheless, the
broken reflux adversely affected the local FX
market by increasing the demand for foreign
currencies, marginally depreciating the exchange
rate, and slightly increasing the inflation rate. The
latter finding has important implications for the
enormous post-2020 budget spending since the
discovery of offshore oil. However, reflux was
found to have a stabilizing effect on the demand
for FX and inflation. Granger predictability tests
provide strong evidence that the government
spends first from its central bank account before
reflux occurs. Finally, the paper discusses a few
novel institutional features of Guyana which
resemble the monetary circuit framework (with

government) of neo-chartalists [..] TAGS:
Macroeconomic Analysis Debt and fiscal/monetary policies
Treasury Bills Market Liquidity

Africa’s Chronic Liquidity Challenges and the
Role of SDR Allocations

Abebe Shimeles, Kevin Gallagher - University of
Cape Town, Boston University Global
Development Policy Center

The triple and overlapping global shocks faced by
African countries have caused severe liquidity
challenges in recent years. Many countries are
currently experiencing low real GDP growth,
higher inflation, exchange rate instability,
balance of payments crisis, and a high risk of debt
distress. The most critical is the increasing
disruption that climate change risks pose to the
macroeconomy, including worsening conditions
of conflict and instability. In this regard, Africa is
at a significant historic moment to resolve its
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development finance challenges to ensure a
transition to a low-carbon economy while
achieving the targets set in the Sustainable
Development Goals. This paper outlines
potential areas of reform in both the domestic
and global arenas. It argues that the existing debt
resolution mechanisms are obsolete, requiring
novel and bold approaches, such as revising the
role of Special Drawing Rights in relieving
liquidity challenges in developing countries,
mainly in Africa. In addition, the paper also notes

that African governments need to seize
opportunities created by the shocks to
implement  long-overdue  structural and

governance reforms to realize the continent’s

enormous development potential. [...] TAGS: Debt
policy Climate finance Exchange rates Debt-to-GDP Cash

EMDE contrast with increasing public debt in AE,
primarily due to fiscal stimulus. Secondly, it is
argued that the ongoing pandemic has
intensified the widening economic gap between
the North (AE) and the south (EMDE). Thirdly, a
review is presented of both orthodox and
heterodox policies identified in existing literature
that are considered capable of mitigating
external vulnerabilities in EMDE. Findings
highlight the critical need for multifaceted
measures to address debt vulnerability and
promote sustainable economic recovery in a
post-pandemic world. [...]TAGS:Debt sustainability
Financial stability

On the Inflation-Debt-Bubble “Vicious Cycle” in

Management Debt sustainability Market Liquidity

The Widening of the North—South Divide: Debt
Sustainability in a World Weakened by COVID-
19

Sandra Bernardo, Maria Luisa Vasconcelos,
Fatima Rocha - Fernando Pessoa University,
Centro de Estudos Politicos, Econédmicos e Sociais
This research compares the global debt trends in
the aftermath of the COVID-19 pandemic,
focusing on economies that frame the North and
South divide. The research centers on debt
ratios, which serve as indicators of countries’
ability to finance recovery and development
projects. The study period runs from 2015 to
2022 and follows the IMF’s country classification,
which divides the world into advanced
economies (AE) and emerging market and
developing economies (EMDE). The research
employs panel data regressions to assess three
key debt ratios—external debt to Gross Domestic
Product (GDP), external debt to exports, and
public debt to GDP—against various pandemic-
related indicators and control variables. The
analysis provides three major contributions.
Firstly, an examination of external and public
debt burdens is conducted, showing that
escalated external and public debt burdens in
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times of Evolving Money - A Memorandum of
Forward-Looking lessons

Edoardo Beretta - Institute of Economics,
Universita della Svizzera Italiana

The global financial crisis (2008—2009) represents
a notable example of a generally unpredicted
crisis in economic history. Nevertheless, it
presented features comparable to almost any
previous (monetarily related) crisis episode. For
instance, it was characterized by a “vicious cycle”
made by over-issued money and/or over-granted
loans nourishing private and public indebtedness
and—eventually—affecting asset prices with
stable consumer price indexes. While the post-
COVID-19 inflation presents different
characteristics because of being a crisis
“exogenous” to the economic system, the
present Communication claims that future crises
(if endogenous to the economic system) are likely
to follow usual patterns. The approach used to
analyse the transmission channels contributing
to economic and financial crises is theoretical.
Nevertheless, the present Communication still
contains statistical evidence in support of the
predictability of such crises as soon as their usual
dynamics is understood. The statistical analysis
carried out is rather descriptive than causal in
nature. Finally, this Communication reminds that
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typical” economic and financial crises in different policy announcements affect economic
advanced economies behave along some growth in situations of fiscal consolidation. The

consolidated patterns. At their origins, there are
mostly over-issued money and/or over-granted
loans by central and/or commercial banks

financing private and public debt. [..] TAGS:
Economic Forecasts Debt Forecasts Financial stability Debt
sustainability

Public Debt and Economic Growth: A Panel Kink
Regression Latent Group Structures Approach
Chaoyi Chen, Thanasis Stengos, Jianhan Zhang
- Magyar Nemzeti Bank (Central Bank of
Hungary), MNB Institute, John von Neumann
University, University of Guelph

This paper investigates the relationship between
public debt and economic growth in the context
of a panel kink regression with latent group
structures. The proposed model allows us to
explore the heterogeneous threshold effects of
public debt on economic growth based on
unknown group patterns. The authors propose a
least squares estimator and demonstrate the
consistency of estimating group structures. The
finite sample performance of the proposed
estimator is evaluated by simulations. Authors’
findings reveal that the nonlinear relationship
between public debt and economic growth is
characterized by a heterogeneous threshold
level, which varies among different groups, and
highlight that the mixed results found in previous
studies may stem from the assumption of a

homogeneous threshold effect. [...] TAGS: Debt and
growth Financial stability Debt Sustainability

Economic Policies

On_the Output Effect of Fiscal Consolidation
Plans: A Causal Analysis

Carbonari Lorenzo, Farcomeni Alessio, Maurici
Filippo, Trovato Giovanni - University of Rome
Tor Vergata

Using data from 16 OECD countries over the
period 1981-2011, this paper studies how

15

authors focus on government announcements
regarding reductions in expenditure and
increases in taxation. The authors use a
mediation analysis to uncover the direct and
indirect effects elicited by such announcements.
The authors find that during debt consolidation
periods, announcements related to consolidation
plans have no direct impact on GDP growth.
However, spending cuts announcements have
substantial negative indirect effects, resulting in
overall negative total effects, while tax increases
have negligible indirect and overall impacts.
Authors’ findings propose a new interpretation
of the results of Alesina et al. (2015b): in terms of
announcements, once accounting for indirect
effects, spending cuts are more harmful to

growth than tax hikes. TAGS: Debt and
fiscal/monetary policies Debt-to-GDP Debt and growth

Fiscal Stimuli: Monetary Versus Fiscal Financing
Marco Lorusso, Francesco Ravazzolo - University
of Perugia, Free University of Bozen-Bolzano

In this paper, the authors investigate the use of
money supply issued by the central bank to
support expansionary fiscal interventions. The
authors develop and estimate a New Keynesian
model using US data for the sample 1960Q1 -
2019Q4. The authors conduct a quantitative
counterfactual analysis to assess the effects of a
fiscal stimulus that does not result in an increase
in public debt, as it is financed by money supply.
Authors’ impulse response analysis indicates that
both increases in government spending and
transfers that are monetary financed have
positive effects on private consumption,
investment and output. However, the
expansionary impact of monetary-financed fiscal
shocks comes at a cost: an increase in inflation.
Authors’ sub-sample analysis indicates that
monetary-financed fiscal stimuli would have had
a greater positive impact on the economy during
the Great Moderation. Lastly, the authors find



https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Economic+Forecasts
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+Forecasts
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Financial+stability
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+sustainability
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+sustainability
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-202406130920.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-202406130920.html
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+and+growth
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+and+growth
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Financial+stability
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+Sustainability
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Economic-Policies/Documents/Document-11072024_04.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Economic-Policies/Documents/Document-11072024_04.html
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+and+fiscal%2Fmonetary+policies
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+and+fiscal%2Fmonetary+policies
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt-to-GDP
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+and+growth
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Economic-Policies/Documents/Document-11072024_03.html

PDM
NETWORK
Bimonthly Newsletter

that as the debt burden increases, the positive
effects of a monetary-financed fiscal stimulus
diminish. TAGS: Debt and fiscal/monetary policies

Budgetary Constrained Governments: Drivers of
Time Varying Fiscal Sustainability in OECD
Countries

Antonio Afonso, José Carlos Coelho - ISEG

The authors assess the drivers of fiscal
sustainability in 20 OECD economies between
1950 and 2019. The authors find stable long-term
relationships between government revenues and
expenditures as well as between the primary
budget balance and past public debt ratio for the
full panel. Performing an expanding window
analysis, the authors conclude that the
differential between the long-term real interest
rate and the real GDP growth rate (r-g) plays a
crucial role in fiscal sustainability, as well as the
existence of fiscal rules in terms of the budget
balance, and also the output gap. The effects of
inflation, external accounts balance and fiscal
rules on sustainability coefficients a la Hakkio and
Rush (1991) and Bohn (1998) are heterogenous.
Furthermore, before the global financial crisis of
2008, the effects of the (r-g) differential were
particularly strong, and depended on its sign as

well as on past debt-to-GDP ratios. TAGS: Debt and
fiscal/monetary policies Fiscal Sustainability Interest rates
Debt-to-GDP

Public Debt Bubble and Deflation: Evidence on
the Relationship Between Chinese Government
Debt and the Financial System

Xinda Li, Xuefeng Shao, Hualu Shao - lilin
University

In the post-epidemic era, the global economy is
mired in recession, with concurrent government
debt crises and financial fragility. Conventional
monetary policy adjustments prove insufficient
in addressing prevailing fiscal and financial
challenges. This paper utilizes the DAG-SVAR and
NARDL models to analyze both short-term
dynamic interactions and long-term
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asymmetrical relationships among monetary-
banking-market liquidity and government debt
risk. The objective is to elucidate how changes in
money supply impact the assets and liabilities of
government sector via liquidity transmission
mechanisms. Contingent claim analysis (CCA) is
employed to delineate the asset-liability
dynamics between fiscal and financial sectors,
shedding light on how market liquidity and asset
loss amplification may precipitate
financialization of fiscal risk. Findings suggest
that the asset value surge driven by excessive
liquidity from expansionary monetary policies,
post-epidemic, fails to effectively alleviate
government debt pressure. Instead, government
departments tend to increase their debt
exposure, driven by expanded fiscal space, thus

engendering a 'debt-bubble' accumulation path.
TAGS: Debt and fiscal/monetary policies Market Liquidity
Sovereign debt risk

New Perspectives on Quantitative Easing and
Central Bank Capital Policies

Tobias Adrian et al. - IMF

Central banks have come under increasing
criticism for large balance sheet losses associated
with quantitative easing (QE), and some
observers have also argued that QE helped fuel
the post-COVID-19 inflation boom. In this paper,
the authors reconsider the conditions under
which QE may be warranted considering the
recent high inflation experience. The authors
emphasize that the merits of QE should be
evaluated based on the macroeconomic stimulus
it provides and its effects on the consolidated
fiscal position, and not simply on central bank
profits or losses. Using an open economy DSGE
model with segmented asset markets, the
authors show how QE can provide a sizeable
boost to output and inflation in a deep recession
and improve the consolidated fiscal position—
even if the central bank experiences considerable
losses. However, the commitment-based
features of QE and the possibility that upside
inflation risks are bigger than recognized pre-
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pandemic call for more caution in using QE closer
to full employment. The authors then consider
how central banks might modify their policies for
allocating profits to the government in light of
large-scale losses. In short, the authors suggest
that a more forward-looking and risk-based
approach may be desirable in helping protect
central bank financial autonomy and ultimately

independence. TAGS: Debt and fiscal/monetary
policies Interest rates Quantitative easing

Financing our Future: How Subnational
Governments can Mobilise the Resources to
Deliver on the SDGS

Stefano Marta, Isabelle Chatry, Lorenz Gross,
Guillaume Lafortune , Eamon Drumm - OECD, UN
Sustainable Development Solutions Network
(SDSN)

The world is off course to achieve the Sustainable
Development Goals (SDGs) by 2030. Various
shocks, such as the COVID-19 pandemic and
geopolitical tensions, alongside climate change,
have left us on track to meet only 15% of SDG
targets. About 48% are moderately or severely
behind schedule, while 37% are stagnating or
have even regressed. None of the seventeen
SDGs are on track to be achieved, with major
challenges related to SDG11 (Sustainable cities
and communities). Alarmingly, more than 80% of
regions in OECD countries have not achieved any
of the 17 goals, while 70% of cities have not yet

achieved more than two. [..] TAGS: Blog
Subnational Debt Debt and growth Debt Policy

Debt Financing European Air Defence

Armin Steinbach, Guntram B. Wolff - Bruegel
Sidestepping the fiscal rules that govern
European Union countries by exceptionally
issuing EU debt would provide resources for this
costly air-defence roll-out, which is necessary to
respond to mounting external security threats.
This act of mutual assistance would free national
budgetary resources and provide long-term
funding stability, while also boosting the
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domestic defence industry. The authors discuss
how such EU debt could be justified in EU law and

implemented. [...] TAGS: Debt sustainability Primary
Market Bond Market Development Cost and Risk

The Implications of the European Union’s New
Fiscal Rules

Zsolt Darvas, Lennard Welslau, Jeromin
Zettelmeyer - Corvinus University, Bruegel
European Union countries are required by the EU
Treaty to keep their budget deficits within 3
percent of GDP, and their public debt within 60
percent of GDP. A new framework to enforce
these rules is based on country-specific debt
sustainability analyses (DSA) and uses a single
indicator, a measure of public expenditure, as the
annual fiscal policy target. These changes are
welcome. To assess the sustainability of public
finances, it is much better to focus on the likely
evolution of the debt path than to rely on simple

numerical rules. [....] TAGS: Debt and fiscal/monetary
policies Financial stability Structural policies

Tough Trade-Offs: the big Strategic Issues for
the Next EU Term

Marco Buti, Marcello Messori -
University Institute

In the wake of last week’s elections, the
European Union is entering a new phase. One of
the first main tasks for the new European
Parliament — with strengthened Eurosceptic
political parties — will be to scrutinise candidates
for the roles of European Commission president
and commissioners. Three overarching economic
policy trade-offs will set the context for the new
Commission from the beginning of its mandate,
and lawmakers should push nominees on how
they will handle these. The first is how to
combine, at a macroeconomic level, support for

growth and financial and fiscal stability [...] TAGS:
Structural policies Debt and fiscal/monetary policies
Financial stability

European
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Quantitative Easing and the Functioning of the

How Strategic Litigation Exposed the Maneuver

Gilt Repo Market

Mahmoud Fatouh, Simone Giansante, Steven
Ongena - Bank of England, University of
Palermo, University of Zurich

The authors assess the impact of quantitative
easing (QE) on the provisioning of liquidity and
the pricing in the UK gilt repo market. The
authors compare the behaviour of banks that
received reserves injections via QE operations to
other similar banks in terms of the amounts lent

and pricing [..] TAGS: Repo market Debt and
fiscal/monetary policies Sovereign bonds yields Secondary
market Derivatives

Multilateral Financing

Making Sense of the IMF’s Interim Review of the
Resilience and Sustainability Trust

Jwala Rambarran - Financial Futures Center

The International Monetary Fund (IMF)
celebrates its 80th anniversary in July amid
various proposals on how to reform the global
financial architecture to make it fitfor-purpose in
the 21st century. Climate change poses a
particular, and urgent, opportunity for reform.

[...] TAGS: Blog Climate change
Sustainability  Macroeconomic _ analysis
Financing

Resilience and
Multilateral

of the International Monetary Fund and
Argentina's Government to Reach the Stand-by
Credit of 2018 (the Biggest Credit in IMF's
History)

Francisco Verbic - UNLP School of Law and Social
Sciences

In this paper the author will address the full
strategy developed by the Coordinadora de
Abogadxs de Interés Pubico (CAIP), together with
different NGOs and social movements, to access
public information about the Ilegal and
procedural conditions under which, in 2018, the
International Monetary Fund (IMF) granted the
Argentine Republic the largest loan in the history

of that financial institution. [...] TAGS: Multilateral
financing Sovereign debt Sovereign defaults

Multilateral Lenders, Led by the World Bank,
Are Set to Boost Support for the World’s Poorest
Countries

Kifaye Didem Bayar, Matthew Benjamin - World
Bank

Multilateral lenders like the World Bank are
absolutely critical to the world’s poorest
countries. Since its founding in 1960, the World
Bank’s International Development Association
(IDA), which serves these nations, has provided
USS533 billion to 115 low-income countries. It
has lifted entire communities out of poverty,
protected children from disease, connected
homes to electricity, and brought water access to

villages. [...] TAGS: Blog; Foreign debt Debt distress Debt
Restructuring Multilateral financing Concessional finance

A World of Debt - A Growing Burden to Global Prosperity

UNCTAD

Public debt can be a powerful tool for development, enabling governments to finance critical
expenditures and invest in a better future for their people. However, when public debt grows
excessively or rapidly, it becomes a heavy burden, particularly for developing countries. This report
highlights the alarming surge in global public debt, driven by cascading crises in recent years. The
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growing debt burden disproportionately impacts developing countries, as servicing it diverts essential

resources away from their development aspirations. [...] TAGS: Debt sustainability Debt and growth Debt relief
Debt crisis Debt-to-GDP

Financing for Sustainable Development Report 2024. Debt and Debt Sustainability in Numbers

U.N. Inter-agency Task Force on Financing for Development

Developing countries, especially the poorest and most vulnerable, face continued elevated debt
challenges. More than half the countries that use the joint International Monetary Fund (IMF)-World
Bank Debt Sustainability Framework for Low-Income Countries are at high risk of or in debt distress.
Debt service burdens could crowd out vital investments and constrain progress towards the Sustainable
Development Goals (SDGs) in many developing countries. While debt levels have broadly stabilized after
spiking in the first year of the pandemic, the high costs of servicing and refinancing debt amid tight global

financial conditions add to the debt vulnerabilities of many developing countries. [...] TAGS: Debt Statistics
Debt sustainability Debt crisis Financial stability Debt Forecasts Foreign Debt

Intergovernmental Fiscal Outlook for 2024 and 2025

OECD

This document is prepared semi-annually to set the stage for discussions at the OECD Network on Fiscal
Relations across Levels of Government annual and interim meetings. It presents an overview of the
economic outlook and how it translates into the prospective fiscal scenario across levels of government.
It also includes a discussion on relevant themes that impact subnational governments’ (SNGs) fiscal
sustainability and their impacts on central and general government. [...] TAGS: Economic Forecasts Financial
stability

Is this what aid was Meant to be?: A Critical Analysis of Official Development Assistance in 2023
Stephanie Derlich, Matthew Simonds - Eurodad

Aid data from 2023 has called into question the direction in which Official Development Assistance
(ODA) is headed. More worryingly still, some rich countries have already announced budget cuts for
2024. This report provides a basis for discussion and debate at a time when the value of ODA is more
relevant than ever. [...] TAGS: Debt sustainability Debt Policy Transparency Costa and Risk Multilateral financing

Global Small Island Developing States (SIDS) Debt Sustainability Support Service: a New Financial
Compact for Resilient Prosperity

Ritu Bharadwaj - International Institute for Environment and Development (IIED)

Small Island Developing States (SIDS) are experiencing increasingly frequent climate-related disasters
with severe consequent economic impacts. These nations’ financial stability is further compromised by
escalating debt: more than 40% of SIDS are nearing or already in debt distress. This document sets out
the design for a Global SIDS Debt Sustainability Support Service, which will feature a layered approach
to debt sustainability, future protection measures, resilience investment, and advisory and legal
support. The Support Service is a central component of the Antigua and Barbuda Accord for SIDS (ABAS),

a ten-year plan for delivering a resilient future for SIDS. [...] TAGS: Debt Sustainability Debt relief Financial
stability Climate finance Climate change

Financing Development? An Assessment of Domestic Resource Mobilisation, lllicit Financial Flows
and Debt Management
Eurodad
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In mid-2025, the world’s governments will gather in Spain for the 4th United Nations Summit on
Financing for Development (FfD). It will be a key moment to assess the fairness and efficiency of global
economic governance, and for world leaders to address underlying systemic issues and challenges. With
this in mind, it is high time to ask: how is it going with financing for development? In this report, we
assess the situation with a specific focus on debt management, domestic resource mobilisation and
illicit financial flows in nine focus countries: Bangladesh, Ecuador, Grenada, Kenya, Morocco, Nepal,
Peru, Philippines, Zambia. [...] TAGS: Debt crisis Debt distress Debt financing Multilateral financing Transparency

The Post-Pandemic Recovery — Why is the Euro Area Growing More Slowly than the United States?
Malin Andersson, Cristina Checherita-Westphal, Anténio Dias Da Silva, Michel Soudan - ECB

Real GDP growth has been notably weaker in the euro area than in the United States since the start of
the pandemic. Between the fourth quarter of 2019 and the fourth quarter of 2023, the euro area
economy grew by around 3% in cumulative terms, while real GDP in the United States rose by more

than 8% (Chart A), resulting in a cumulative growth differential of around 5 percentage points. [...] TAGS:
Economic Forecasts Financial stability

Measuring Climate-Related Financial Risks Using Scenario Analysis

Lewis Holden, Jordan King, Harriet Richards, Caspar Siegert and Lukasz Krebel - Bank of England
Climate change — through both physical impacts and the effects of economies transitioning to net zero
— poses financial risks in both the short and long term. These risks are relevant to a wide range of
institutions across the financial system. This includes the Bank of England, given its significant financial
operations. However, these risks are challenging to quantify, which could limit financial institutions’
abilities to mitigate against these risks into the future. This article explores how central banks and
financial institutions can use scenario analysis to quantify these risks [...] TAGS: Climate Change Cost and Risk

The What's New area of the PDM Network website proposes a selection of daily news on public debt
management from online newspapers and info providers. In addition to the bimonthly Newsletter,
subscribers receive the weekly newsletter Emerging Markets Sovereign Debt News which covers
sovereign debt news of emerging market and developing economies. The news has been selected by
the PDM Network Secretariat from the © Thomson Reuters Eikon 2024 and © LSEG 2024 information
services.

Events and Courses

SEPTEMBER 10 September 2024: OMFIF - Singapore
Europe: the opportunity for Global Investors

5-6 September 2024: The Bank of Italy - Rome,
Italy 12-13 September 2024: Bank of Finland, CEPR -

XXIl Banca d’ltalia Public Finance Workshop Helsinki, Finland
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PDM
NETWORK
Bimonthly Newsletter

Bank of Finland-CEPR: Back to Basics and
Beyond: New Insights for Monetary Policy

27-31 October 2024: IMF - Kuwait City, Kuwait
Developing Domestic Debt Markets (DDM)

Normalisation

19 September 2024: OMFIF - Luxemburg
European sovereign, supranational and agency
forum

23 September — 18 October 2024: Florence
School of Banking and Finance - Online
Securitisation: regulation and practice

OCTOBER

3-4 October 2024: Public Debt Management
Network - Washington DC, United States
3rd PDM Conference

4 October 2024: IMF - Bank of England in
London, United Kingdom

5th Joint Bank of England — Banque de France —
Banca d’ltalia — IMF — OECD Workshop on
International Capital Flows and Financial
Policies

11 October 2024: OECD - Paris, France
11th OECD Forum on Green Finance and
Investment

25 October 2024: Banca d’ltalia, the Bank of
England and Banque de France — Banque de
France, Paris, France

10th BdF-BoE-BdlI international
macroeconomics workshop: "Structural factors
in the global economy
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NOVEMBER

7-8 November 2024: Centre for Economic Policy
Research (CEPR) - Bonn, Germany

CEPR Macroeconomics and Growth Annual
Symposium 2024

8 November 2024: The Centre for Economic
Policy Research (CEPR), London School of
Economics - London, United Kingdom

The International Macroeconomics
Finance Programme Annual Meeting 2024

and

14-15 November 2024: IMF - Washington D.C.,
USA

25th  Jacques Polak  Annual Research
Conference Rethinking the Policy Toolkit in a
Turbulent Global Economy

18 -22 November 2024: IMF - Ebene, Mauritius
Debt Sustainability Framework for Low-Income
Countries - LIC-DSF

21-22 November 2024: The Federal Reserve
Bank of Cleveland - Cleveland, Ohio and Hybrid
2024 Financial Stability Conference

DECEMBER

9 -18 December 2024: IMF - Abu Dhabi, United
Arab Emirates
External Debt Statistics - Intermediate (EDS-M)
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