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Welcome to the PDM Network Newsletter! Published every two months (January, March, May, July,
September, and November), this newsletter offers a curated selection of recent papers, reports, blog
articles, job vacancies, courses, calls for papers, and other upcoming events related to public debt
management worldwide. All featured documents are also available on the PDM Network website.

The most noteworthy ones are highlighted in grey.

We encourage you to share any relevant documents, news, or events with the PDM Network
Secretariat. Selected contributions will be shared with our Network.
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REGISTER NOW! 3rd Public Debt Management Conference: Risks and Challenges for Public Debt
Management: Inflation, Markets and Climate

PDM Network

The 3rd Public Debt Management Network, titled “Risks and Challenges for Public Debt
Management: Inflation, Markets and Climate” will be held in Washington DC on October 3-4, 2024,
in hybrid format. The Conference covers a broad spectrum of issues, including public debt
sustainability, market dynamics, inflation, and climate change, providing a comprehensive overview
of the current challenges and strategies in public debt management. The program consists of paper
presentations along with contributions by prominent speakers, including national experts, academics,
representatives of international organizations, and the private sector. Keynote speaker is Prof. Ugo
Panizza. The event promotes dialogue and discussion among policymakers (debt managers, central
bankers, regulators), academia and practitioners (investors, dealers, market infrastructure
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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. Registration for in-person participation has closed. Deadline
for registering for remote access is October 1st at 6 pm EDT. If you are interested in remote
participation, please fill out the registration form registration form.

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. [...]

Special Focus

The green transition and public finances: Balancing climate mitigation and fiscal sustainability Z
CEPR

The need to mitigate climate change has never been more urgent. Governments play a critical role
in the green transition, through green public investment, subsidies, and implementing carbon
pricing policies. This column uses a macro-climate model to examine the interplay between
mitigation policies and fiscal sustainability considerations. It highlights a key trade-off between
limiting transition economic costs and maintaining public debt sustainability associated with
different policies. It finds that an optimal policy mix features immediate involvements of the private
sector and a growing contribution from the public sector over time.

Multilateral Development Finance 2024

OECD

The multilateral system channels a growing share of official development assistance (ODA), reflecting
its increasing significance in an era of overlapping crises and development challenges. However, as
the system is pressed to address an expanding array of humanitarian and development issues, its
limitations are becoming apparent, prompting a strong push for reforms to enhance its capacity. This
fourth edition of the Multilateral Development Finance report sheds light on the aid flows directed
to and from the multilateral development system and assesses the impact of ongoing reforms.
Highlighting the need to manage the risky trade-offs introduced by recent evolutions, such as the
growing reliance on financial innovation, the report proposes solutions to make the system fit for the
future. This edition is enriched with online data visualisations showing how members of the OECD

Development Assistance Committee (DAC) use the multilateral system. TAGS: Multilateral financing Debt
relief Statistics Debt sustainability Concessional finance



https://survey.alchemer.com/s3/7718251/Public-Debt-Managment-Conference-2024-Washington-D-C
https://www.publicdebtnet.org/pdm/pdm-webinar-series/
https://www.publicdebtnet.org/pdm/highlights-archive/highlight-detail/4th-Webinar-of-the-PDM-Network-The-Role-of-Parliament-in-the-Oversight-of-Public-Debt-Management/
https://www.publicdebtnet.org/pdm/highlights-archive/highlight-detail/4th-Webinar-of-the-PDM-Network-The-Role-of-Parliament-in-the-Oversight-of-Public-Debt-Management/
https://www.publicdebtnet.org/pdm/focus-archive/
https://www.publicdebtnet.org/pdm/focus-archive/focus-detail/The-green-transition-and-public-finances-Balancing-climate-mitigation-and-fiscal-sustainability/
https://www.publicdebtnet.org/pdm/focus-archive/focus-detail/Multilateral-Development-Finance-2024/
https://www.publicdebtnet.org/pdm/focus-archive/?searchmode=tags&tags=Multilateral+financing
https://www.publicdebtnet.org/pdm/focus-archive/?searchmode=tags&tags=Debt+relief
https://www.publicdebtnet.org/pdm/focus-archive/?searchmode=tags&tags=Debt+relief
https://www.publicdebtnet.org/pdm/focus-archive/?searchmode=tags&tags=Statistics
https://www.publicdebtnet.org/pdm/focus-archive/?searchmode=tags&tags=Debt+sustainability
https://www.publicdebtnet.org/pdm/focus-archive/?searchmode=tags&tags=Concessional+finance

PDM
NETWORIK
Bimonthly Newsletter

Taming Public Debt in Europe: Outlook, Challenges, and Policy Response

Saioa Armendariz et al. - IMF

Public debt ratios in Europe increased significantly in response to the pandemic and energy shocks
and have remained higher than before the pandemic in most countries. Going forward, the projected
public debt trajectories are broadly flat overall in advanced Europe but have a rising profile in
emerging Europe. Government financing needs are still elevated, and the unwinding of quantitative
easing by major central banks adds to financing pressures. Moreover, there are important medium-
to long-term spending pressures from defense, climate transition, and aging, which are not fully
reflected in the projected baseline trajectories. Against this backdrop, the risk that debts will not
stabilize in the medium term has increased. Debt stabilization will hinge critically on achieving
ambitious fiscal consolidation and sustained growth. Facing these elevated risks, policymakers need
to implement carefully-calibrated fiscal adjustments that ensure debt sustainability while supporting
growth. They could target debt stabilization over a longer, 10-year, horizon—while adhering to
credible fiscal rules such as the reformed EU Economic Governance Framework—but with a high

probability to reassure markets that debts will indeed be tamed. TAGS: Financial Analysis Debt-to-GDP Debt
and fiscal/monetary policies Quantitative Easing Fiscal risks

The Ten Questions of Sound Public Debt Management

Marcelo Giugale - Georgetown University

Analyzing the debt crisis facing developing and emerging countries, this brief sets out 10 questions
that can offer a snapshot of how governments are managing their public debt and guide multilateral
lenders on ways to direct funds to drive maximum impact. The brief outlines how countries are facing
heavy debt repayments amid waning investor risk appetite and limited capital market access. It shows
how raising questions over issues including public debt transparency, government contingent
liabilities, and thematic bond issuance can help assess how debt management practices are leading

to actual outcomes. TAGS: Debt sustainability Contingent Liabilities Transparency Multilateral financing Debt Crisis
Debt distress Debt Restructuring Fiscal Risks Thematic Bonds

Scaling DLT-based Capital Markets - A Policy Roadmap for the EU

Association for Financial Markets in Europe (AFME)

The recent years have witnessed an acceleration of the development of Distributed Ledger
Technology (DLT) and its use in capital markets. It is widely acknowledged that the use of DLT can
bring many transformative benefits and efficiencies for capital markets, through decentralised
processing, validation and authentication of transactions and other types of data exchange.l
Policymakers and regulators have acknowledged and highlighted the benefits of the use of DLT to
capital market (see Part | — Benefits), and created Sandbox regimes to test the deployment of new
technologies. However, the current European financial regulatory regime — which follows the G20
reform programme introduced after the 2009 global financial crisis —is based on a largely centralised
system of financial transactions and data recordings. While this was appropriate for the aftermath of
the crisis, it has also given rise to the concentration of critical market and post-trade operations in
few actors that can lead to single-points-of-failures. DLT offers a vision for a more innovative,

accessible and resilient decentralised financial market infrastructure. [...]TAGS: Sovereign bond market DLT
Institutional and organizational framework Primary markets Secondary markets Trading platforms Clearing Settlement
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Debt Policy

Using Public Debt to Deliver Long-Term
Investments and Reforms

Pierre Boyer, Brian Roberson - Ecole
Polytechnique, Purdue University

Political incentives often push leaders toward
policies that prioritise short-term gains over
long-term benefits. This column argues that
the decision to raise public debt plays a key
role in shaping political incentives around
implementing reforms. Beneficial reforms are
more likely if sufficient debt can be raised and
if enough of the future gains are of private
good nature. Furthermore, soft debt limits are
preferable over hard limits for efficient reform
provision. Empirical evidence on debt capacity,
public investment, and transfers from OECD
countries is consistent with the theoretical
predictions. [...] TAGS: Debt Policy Structural policies

Debt for Development Swaps: An Approach
Framework

IMF — World Bank

Debt for development swaps (“debt swaps”)
are agreements between a government and
one or more of its creditors to replace
sovereign debt with one or more liabilities that
entail a spending commitment over time
towards a development goal, for example,
nature, conservation, climate action,
education, nutrition, support to refugees,
among others. The spending commitment
funds are usually required to be ringfenced,
typically through the establishment of a new
government trust fund or entity to manage
projects funded by the earmarked
commitment spending. Debt stocks are
reduced and, if the new expenditure
commitments are lower than the original debt
service, claims on budgetary resources (and

thus liquidity pressure) are reduced. [...] TAGS:
Buybacks & Exchanges Debt Policy Cost and Risk
Financial stability

How to Truly Fix the Federal Debt

Brian Riedl - Manhattan Institute

Donald Trump and Kamala Harris—whose
stints as president and vice president saw a
cumulative $12 trillion in deficit-expanding
legislation enacted—are competing to see
who best can pander to voters with even more
expensive spending hikes and tax cuts.
Regardless of which one wins the presidency,
Panderfest 2024 will likely be followed by
annual budget deficits surging toward $4
trillion within a decade. What would it actually
take to cut the budget deficit and stabilize the
national debt? The solutions aren’t anything a
politician would want to tout on the campaign
trail, because they are painful for everyone. A
comprehensive plan will involve some
changes to our existing entitlement programs

and higher taxes for most Americans. [...]
TAGS: Debt and fiscal/monetary policies Debt Policy
Debt sustainability

The Double Sustainability: The Link Between

Government Debt and Renewable Energy 7
Monica Auteri, Marco Mele, Isabella Ruble, et
al - Roma Tre University, Niccold Cusano
University, Department of Energy Washington
DC, USA

This paper innovatively explores the
relationship between a country’s government
debt and the use of renewable energy.
Incorporating key socio-economic and
financial variables, critical to the United
Nations SDG-7, authors build a panel dataset
for G7 countries from 1990-2021. Using
cointegrating regression methods (FMOLS and
DOLS), Quantile Regressions (QR) and
pairwise panel causality tests, we find
bidirectional causality between government
debt and renewable energy
consumption (REC). The empirical findings
emphasize the important policy implications
for sustainable economic development.
Escalating government debt can hinder
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investment in renewable energy
infrastructure, while increased renewable
energy has a positive impact on government
debt dynamics. Policymakers are encouraged
to prioritize fiscal responsibility to secure
resources for renewable energy investments.
Moreover, incentivizing renewable energy
deployment promotes long-term fiscal
benefits and creates a positive feedback loop.

[...]TAGS: Green finance Debt sustainability Financial
Analysis Debt and fiscal/monetary policies

Energizing Sustainable Bond Markets in Asia
[ 4

Shu Xuan Tan, Ramnath N. lyer - lIED Institute
for Energy Economics and Financial Analysis
The development of sustainable bond markets
in the ASEAN+3 (the Association of Southeast
Asian Nations, China, South Korea, and
Japan) region is inconsistent and lags behind
Europe. Unlike the conventional bond
markets, the public sector’s involvement in the
ASEAN+3 sustainable bond markets s
significantly limited, which has impacted
market depth and investor confidence. The
role of the public sector is critical in advancing
sustainable bond markets. The presence of
sovereign and government-related issuances
fosters a more robust market environment,
particularly when supported by strong
regulatory frameworks and well-designed

taxonomies. [...] TAGS: Bond market development
Debt and growth Debt Policy Climate finance
Sustainable bonds Sustainability-linked bonds Social
Bonds Green Bonds Institutional and Organizational
Framework

Cost and Risk

Developed Market Public Debt: Risks and
Realities

Peder Beck-Friis, Richard Clarida - PIMCO

In the post-pandemic fiscal landscape,
government debt trajectories may be volatile,
but appear broadly sustainable. The public
sector has borne the brunt of post-pandemic
financial strain, worsening government debt

sustainability in many developed economies.
For many countries, government debt levels
are not a major concern. However, countries
with higher debt face more precarious fiscal
dynamics, though debt will likely remain
sustainable, conditional on planned fiscal

tightening. [..] TAGS: Economic Forecasts Debt
sustainability Financial stability Debt and
fiscal/monetary policies

Echoes of Instability: How Geopolitical Risks
Shape Government Debt Holdings

Antonio Afonso, José Alves, Sofia Monteiro -
ISEG Lisbon School of Economics and
Management, Universidade de Lishoa
Recognizing the profound influence of
geopolitical risks and world uncertainty on
financial investment behaviour, this study uses
a comprehensive approach to assess the
impact of rising geopolitical risk on sovereign
debt holdings for a panel of 24 OECD
economies from Q1 2004 to Q4 2023. To do so,
we employ Ordinary Least Squares (OLS) fixed
effects and Quantile Regression techniques
within a panel data framework to capture the
nuanced effects on both domestic and foreign
entities. We find that escalating geopolitical
tension decreases government debt holdings
among domestic entities, notably domestic
Banks, while foreign investors increase their
ownership. This phenomenon is more
pronounced for high proportion levels of debt
in investor’s portfolios. Our results allow us to
conclude that while domestic economic agents
display clearer risk aversion, foreign economic
agents have a more risk-taking behaviour in
what concerns the financial investment on

government debt. TAGS: Cost and Risk Sovereign
debt Sovereign debt risk Geopolitical risk

Are Sovereign Debts Sustainable Under

Energy Transition? 4

Veronica Mammetti, Stavros A. Zenios,
Giacomo Morelli - Sapienza University of
Rome, Durham University Business School
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We quantify the energy transition risk to
sovereign debts, linking integrated assessment
models  (IAM)  with  stochastic debt
sustainability analysis. We obtain forward-
looking projections of the risk premia for a
sample of diverse major economies and
eurozone countries under orderly and
disorderly transitions from an ensemble of
IAMs and document adverse transition effects
manifested from the mid-2030s. We compute
fiscal adjustments to stabilize debts with high
confidence, averaging about 1% GDP p.a. for
both orderly and disorderly transitions but
significant country differences. Our findings
are qualitatively robust to the cross-IAM
guantitative differences and muted under low
interest rates. Green growth of 0.4-0.7% could

offset the debt increases in the long run. TAGS:
Cost _and Risk Debt sustainability Sovereign debt
Sovereign debt risk Sovereign risk premia Climate
change

Government Debt in Mature Economies. Safe
or Risky?

Roberto Gomez Cram, Howard Kung, Hanno N.
Lustig - New York University, London Business
School, Stanford Graduate School of Business
Governments and central banks can protect
either taxpayers or bondholders from
government spending shocks. When they
choose to insulate taxpayers, government
bond vyields need to increase in response to
unfunded fiscal expansions as the government
debt is marked to market. The risks of
unfunded spending shocks are then borne by
bondholders who demand a bond risk
premium. This risky debt regime is a better fit
for the recent experience of the U.S. and other
mature economies. We provide high-
frequency evidence from the COVID episode
that links U.S. Treasury yield increases to bad
news about future government surpluses. In
this risky debt regime, large-scale asset
purchases in response to large government
spending provide temporary price support to

government bonds, a net loss for taxpayers.
TAGS: Cost and Risk Public debt Sovereign bonds yields

Managing Foreign Exchange Rate Risk:
Capacity Development for Public Debt
Managers in _Emerging Market and Low-
Income Countries

Thordur Jonasson et al. - IMF

This paper presents some sound practices for
foreign-currency  risk  management in
developing countries and outlines instruments
for managing sovereign debt portfolio
currency exposures. Adoption of a debt
management strategy with well-defined
targets for foreign exchange risk is a critical
element of public debt risk management. To
this end, public debt managers often need to
face with complex strategic and operational
matters related to public debt hedging
practices, including the use of derivatives. In
this context, we highlight the main institutional
challenges in the management of foreign
exchange risk in sovereign debt portfolios and
discuss the overall implementation of a foreign

exchange risk-management strategy. TAGS: Cost
and Risk Debt composition Exchange Rate Risk Interest
rates Asset and Liability management Foreign Debt

Emerging Market Sovereign Issuers Address
Demand for Transparency and Rigor in Capital

Market Transactions Z

Farah Imrana Hussain, Abhishek Joseph -
World Bank

Emerging market economies require USD 6.9
trillion to USD 7.6 trillion between 2023 and
2030 in order to achieve the Sustainable
Development Goals. Additionally,
intergovernmental organizations and research
institutes worldwide estimate that global
investments up to USD 275 trillion will be
required between 2020 and 2050 to reduce
greenhouse gas (GHG) emissions to net zero by
2050. Sovereigns in emerging markets are
recognizing the need for additional finance and
exploring a myriad of options, including
borrowing from the capital markets through
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dedicated sustainable financing instruments
that earmark proceeds for specific types of

projects. [...] TAGS: Blog Reporting And Auditing
Transparency Primary Markets Sustainable Finance
Green Bonds ESG

Central clearing in government bond markets:
keeping the "safe asset" safe?

Matteo Aquilina, Martin Scheicher, Andreas
Schrimpf - BIS

Government bond trading is typically over the
counter, with dealers playing a key role as
intermediaries. Pressure on their
intermediation capacity is set to increase as
government debt continues to grow.
Enhancing the volume of centrally cleared
transactions could help mitigate risks to
market functioning by freeing up the balance
sheet of dealers and encouraging all-to-all
trading. The need for liquidity management
will remain. Fixing the "plumbing" alone may
have limited impact in a market-wide
deleveraging episode with one-sided flows.
Hence central clearing of government bonds
and repos would not fully eliminate financial
market risks but would change their nature.

[...] TAGS: Central clearing Financial stability Cost and
Risk

Primary Markets

An Alternative Source of Funding to Mitigate
Flood Losses through Bonds: A Model for

Pricing Flood Bonds in Indonesian Territorv’
Sukono, Monika Hidayanti, Julita Nahar, et al -
Universitas Padjadjaran, Universiti Sultan
Zainal Abidin

Indonesia suffers significant economic losses
from floods, and state budget allocations are
often inadequate. Flood bonds provide an
alternative funding source, but the pricing
framework is complex due to simultaneous
flood and financial risk considerations.
Therefore, this study aims to model flood bond
prices as an alternative flood funding in
Indonesia. The model is formulated using the

risk-neutral-pricing  measure  with  the
stochastic assumption of the force of interest.
The claim trigger is represented as maximum
rainfall, which is modeled as a continuous-
stochastic process with a discrete-time index.
Given the varying patterns of rainy and dry
seasons, we assume both durations are
dynamic. Then, we provide the approximate
model solution for the government to estimate
bond prices quickly. This estimation shows that
the bond’s trigger point is proportional to the

bond prices. [...] TAGS: Climate Resilient Debt
Clauses Climate change Primary market Bond market
development

Climate Change: Implications for Monetary
Policy 7

Labanya Prakash Jena, Dhruba Purkayastha -
IEEFA Institute for Energy Economics and
Financial Analysis

Central banks can design their monetary policy
to push for low interest rates for low-carbon
technologies. Further, monetary policy can
also direct credit to green investments by
tilting the playing field with differential pricing
for borrowers supported by green collaterals.
As sovereign green bonds have already been
introduced, the RBI can incentivise banks to
hold more sovereign green bonds in their
sovereign bond portfolio. Commercial banks
holding more sovereign green bonds can be
incentivised - the RBI can pay them higher

interest rates in open market operations. [...]
TAGS: Debt and fiscal/monetary policies Secondary
Markets Climate change

Financial Analysis

Which Exchange Rate Matters to Global
Investors?

Kristy Jansen, Hyun Song Shin, Goetz von Peter
- Marshall School of Business (University of
Southern California), BIS

How do exchange rates affect the portfolio
decisions of global investors? We examine
detailed statistics to measure how bond
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investors respond to changes in the US dollar,
the euro and the currencies of emerging
markets and advanced economies. Our
findings show that euro-based investors
respond differently to various exchange rates
and currency mismatches. To explain these
findings better, we build a portfolio choice
model that considers the different roles of

local, foreign and reference currencies. [...]
TAGS: Financial Analysis Sovereign debt market
Exchange Rate

The Poisoned Chalice of Debt

Mark Aguiar - Princeton University

Since the 1970s, emerging market and
developing economies have aggressively
tapped into global sovereign debt markets,
seeking to jump-start growth or make up for
transitory shortfalls in output and tax revenue.
Has this borrowing had the intended effect? An
analysis of the data suggests that sovereign
borrowing may actually leave citizens worse
off, increasing volatility and lowering

investment. [...] TAGS: Financial Analysis Sovereign
debt market Foreign debt

Decomposing the Sri Lanka Yield Curve using
Principal Component Analysis to examine the
Term Structure of the Interest Rate

Sanjeewa Dayarathne, Uthayasanker
Thayasivam - University of Moratuwa, Sri
Lanka

In this study, we delve into the dynamics of the
Sri Lankan government bond market, building
upon prior research that focused on the
application of principal component analysis
(PCA) in modelling sovereign yield curves. Our
analysis encompasses data spanning from
January 2010 to August 2022. The study
applied several PCA variants such as
multivariate PCA, Randomized PCA,
Incremental PCA, Sparse PCA, Functional PCA,
and Kernel PCA on smoothed data. Kernel PCA
was found to explain the majority of the
variation associated with the data. Findings
reveal that the first principal component

accounted for a substantial 97.69% of the
variations in yield curve movements, 2nd PCA
accounted for 1.88%, and 3rd for 0.42%. These
results align with previous research, which
generally posits that the initial three principal
components tend to elucidate around 95% of
the fluctuations within the term structure of
yields. [...] TAGS: Financial Analysis Sovereign Bond
yields

Sri_Lanka’s Bond Deal Should Not Set a
Precedent

Brad W. Setser - Council on Foreign Relations
Sri Lanka’s macro-linked bonds (MLBs) are, in
fact, not really macro-linked bonds. After 2027,
they are standard fixed-income instruments
which provide no help in the event of future
shocks. The final restructuring terms are just
left open until just after Sri Lanka’s IMF
program ends, and the creditors and Sri Lanka
have agreed that the final terms will largely be
a function of Sri Lanka's dollar GDP between

2025 and 2027. [...] TAGS: Blog Foreign debt Debt
sustainability Debt-to-GDP Sovereign debt market Debt
and growth

The Central Bank, the Treasury, or the Market:
Which one Determines the Price Level?

Jean Barthélemy, Eric Mengus, Guillaume
Plantin - Banque de France, HEC Paris, Sciences
Po and CEPR

This paper studies a model in which the price
level is the outcome of dynamic strategic
interactions between fiscal and monetary
authorities that pursue distinct objectives. The
“unpleasant monetarist arithmetic”, whereby
aggressive fiscal expansion forces the monetary
authority to chicken out and to lose control of
inflation, occurs only if the public sector lacks
fiscal space, in the sense that public debt along
the optimal fiscal path gets sufficiently close to
the threshold above which the fiscal authority
would find default optimal. Otherwise,
monetary dominance prevails even though the
central bank has neither commitment power nor
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fiscal backing. TAGS:  Financial Analysis Debt and

fiscal/monetary policies

Fiscal R-Star: Fiscal-Monetary Tensions and
Implications for Policy

Marijn A. Bolhuis, Jakree Koosakul, Neil Shenai -
IMF

Since the Global Financial Crisis, fiscal policy in
advanced economies has become more
“active” — that is, increasingly unresponsive to
rising debt levels. This paper explores tensions
between active fiscal and monetary policies by
introducing the concept of “fiscal r-star,” which
is the real interest rate required to stabilize
debt levels when the primary balance is set
exogenously, output is growing at potential,
and inflation is at target. It is proposed that the
difference between monetary r-star and fiscal
r-star—referred to as the “fiscal monetary
gap”—is a proxy for fiscal-monetary policy
tensions. An analysis of over 140 years of data
from 16 advanced economies shows that
larger fiscal-monetary gaps are associated with
rising debt levels, higher inflation, financial
repression, lower real returns on bonds and
cash, with elevated risks of future debt,
inflation, currency, housing, and systemic
crises. Current estimates indicate that fiscal-
monetary tensions are at historic highs. Given
the tepid growth outlook, growth-enhancing
reforms and fiscal consolidation, among other
policy adjustments, may be needed to
attenuate fiscal-monetary tensions over time.

TAGS: Financial Analysis Debt and fiscal/monetary
policies Debt-to-GDP Debt sustainability

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

Fernando Cerezo, Pablo Giron, Maria T.
Gonzalez- Pérez, Roberto Pascual - Banco de
Espana

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 vyield

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 vyield spread dynamics observed since

2020. [...] TAGS: Sovereign bonds yields Financial
Analysis Debt and fiscal/monetary Quantitative easing

Debt-to-Sustainability Swaps (D2S): A
Practical Framework 2
Martin Kessler, Charles Albinet, Hamouda

Chekir - Finance for Development Lab

Amidst growing liquidity challenges and
mounting debt burdens, governments have to
forego some of their priorities, especially when
they represent long-term commitments, such
as sustainability investment. Debt-To-
Sustainability Swaps (D2S) have become a
popular tool to address this dual tension. Yet,
their limitations are also well known: they are
fit for purpose in a limited number of cases,

and tend to be complex arrangements. [...]
TAGS: Financial Analysis Swaps Debt sustainability
Climate Finance Multilateral Financing Concessional
Finance Liquidity

China, the IMF, and Sovereign Debt Crises
Lauren L Ferry, Alexandra O Zeitz - University
of Mississippi (USA), Concordia University
(Canada)

The rise of China as a major bilateral lender has
transformed the financial landscape for
developing countries and, consequently, the
process of resolving debt crises. We examine
how China’s loans impact the response of the
International Monetary Fund (IMF) to
countries in debt distress. We argue that
China’s lending approach and its absence from
creditor forums, notably the Paris Club, can
complicate the IMF’s efforts in managing debt
crises. When China is a major lender, the IMF
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cannot rely on the Paris Club to coordinate
bilateral creditors, and concerns about
coordination, free-riding, and borrowers’
outside options can make it more difficult to
agree on an IMF program. Therefore, we
expect that countries that have borrowed
more from China will undergo more protracted
negotiations with the IMF in a debt crisis. We
test our argument using data on the number of
negotiating trips by IMF staff to borrowing
countries to prepare IMF loans from 2000 to
2019. We find that countries with higher levels
of outstanding debt to China require a greater
number of IMF negotiating trips if they are in
debt distress at the time. Our findings highlight
the impact of Chinese lending on the sovereign
debt regime and contribute to debates about

China’s engagement with multilateralism.
TAGS: Debt Crisis Debt financing Sovereign debt crises
Debt Restructuring Sovereign debt Debt sustainability
Debt distress

Economic and Political Determinants of
Sovereign Default and IMF Credit Use: A
Robustness Assessment Post 2010

Lina Maddah, Hassan Sherry, Hussein Zeaiter -
Lebanese American University

According to the IMF, the current public debt
makes up nearly 40 percent of the global debt,
marking the highest share since the mid-1960s.
Despite the vast research on alarming levels of
sovereign default, the literature remains
inconclusive.  This  paper investigates
macroeconomic, financial, and political
determinants of IMF credit use in the post-
2010 era. The main contribution of our study
lies in its temporal analysis as we investigate
how the robustness of different factors has
evolved. By utilizing an extensive dataset on
216 countries over the period of 2010-2021
and employing a variant of the Extreme
Bounds Analysis (EBA) method, our study
reveals that fluctuations in the IMF credit to
external debt ratio can be attributed to
changes in the total reserves to external debt
ratio, where this relationship is statistically

10

significant and reliable. However, high political
risks seem to no longer affect the IMF’s
decision, post 2010. Furthermore, our findings
demonstrate that excluding countries with low
debt arrears strengthens the results’

robustness. [...] TAGS: Debt sustainability Debt Policy
Financial stability Debt crisis

Debt Restructuring

China’s Role in Sovereign Debt Restructuring
[ 4

Toshiro Nishizawa - The University of Tokyo
As the world’s largest bilateral lender to low-
and middle-income countries (LMICs), China
faces challenges dealing with some sovereign
borrowers in debt distress under the Belt and
Road Initiative (BRI). The current global
sovereign debt landscape suggests that the
fundamental challenge of sovereign debt
restructuring in the developing world is not
China, but rather how to equitably address
unsustainable debt owed to multiple
categories of creditors. Nonetheless, by
offering early-stage debt relief, China can
alleviate the burden on borrowers who
disproportionately owe significant debt to
China and prevent trapping itself in unpaid
debts. China’s policy decision will determine
whether it can avoid the same mistake that
Western creditors made of eventually losing all
financial claims on many debt-distressed,
heavily indebted poor countries (HIPCs) by the
mid-2000s. Furthermore, a considerate
approach by China is key to achieving the dual
goals of mitigating LMICs’ debt distress and
vulnerabilities to climate change by applying a
climate-centered approach toward sustainable
socio-economic development. China can
contribute to creating better global debt
governance, which should go hand in hand
with global environmental governance and
have critical economic, political, and social

implications. TAGS: Debt Restructuring Sovereign
debt Debt sustainability Debt distress Climate change
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A New Conceptual Framework for African
Sovereign Debt: Finding an Optimal Outcome
that Addresses 5 Challenges

Daniel Bradlow - University of Pretoria

The current arrangements through which
African sovereigns raise and manage the
external finance for sustainable and inclusive
development in their countries are functioning
sub-optimally.  This  troubling situation
suggests that Africa needs a new approach to
managing its sovereign debt and to
restructuring the debt when servicing it
becomes too burdensome. This paper argues
that Africa is currently facing five challenges in
regard to its sovereign debt and that
addressing them requires a new conceptual
framework that facilitates reaching an Optimal
Outcome. This is defined as an outcome that,
taking into account the circumstances in which
the sovereign debtor and its creditors are
negotiating their transaction and their
respective rights, obligations and
responsibilities, offers each of them the best
possible mix of economic, financial,
environmental, social, human rights and
governance benefits. To make this case, the
paper will focus on the case of sovereign debt

restructurings [...] TAGS: Debt Restructuring
Sovereign debt Debt Distress Multilateral financing
Concessional Finance Foreign Debt

Coordinating in the Haircut. A Model of
Sovereign Debt Restructuring in Secondary
Markets

Adriana Cobas - Central Bank of Chile

The disintermediation of sovereign debt
markets introduced coordination frictions into
restructuring negotiations. According to the
data, this process coincided with a reduction in
investors’ concessions to defaulting
governments. This paper proposes a model to
understand coordination effects in the
restructuring process that embeds a
coordination game at the investor decision
stage. Multiplicity is addressed using a global
games approach. The main finding is that
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coordination forces the government to ask for
a lower concession, which acts as a signal to
align investors’ first- and second-order beliefs.
Simulations with calibrated parameters
suggest that coordination costs account for a
significant fraction of the haircut reduction (up
to 25%) following the sovereign debt

disintermediation  process.  TAGS:  Debt
Restructuring Sovereign debt

The Legal Contours of Sovereign Debt
Restructuring under the UNCTAD Draft
Principles: Antagonism and Convergence
between Standards of Domestic Insolvency
law and International Investment Protection
Law

Antonis Bredimas, Anastasios Gourgourinis,
Georgios Pavlidis - National and Kapodistrian
University of Athens, Neapolis University Pafos
(Cyprus)

The present paper critically assesses the
relationship between the UNCTAD Draft
Principles on Responsible Sovereign Lending
and Borrowing [hereinafter: UNCTAD Draft
Principles] and their normative environment,
and more specifically, the parallel universes of
domestic insolvency law and international
investment law, focusing on the issue of debt
restructuring. The underlying aim of the paper
is to surface both the antagonism and
convergence between the Draft Principles and
standards of domestic insolvency law and
international investment law regarding the
issue of sovereign debt restructuring. Our
analysis is organized in a three-fold fashion:
the paper first revisits domestic insolvency law
and identifies the drawbacks of the statutory
and the contractual approaches to sovereign
insolvency by juxtaposing them with UNCTAD
Draft Principles 7 (‘Debt Restructurings’), and
15 (‘Restructuring’), combined with Principle 9
(‘Binding Agreements’). Then, the discussion
turns to the corpus of international investment
protection law, which has dealt and continues
to deal with claims from private lenders
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against sovereign borrowers. Finally, an sovereign bonds. [...] TAGS: Debt Restructuring

attempt to put the UNCTAD Draft Principles to
the test in concrete debt-crisis scenarios, such

as the one faced in the Eurozone, is made.
TAGS: Debt restructuring Sovereign debt Institutional
and Organizational Framework Debt Crisis

State-Contingent Debt Instruments:
Prospects for Enhancing Growth

William R. Rhodes et al. - The Bretton Woods
Committee

This paper examines state-contingent debt
instruments (SCDIs) in sovereign debt
restructurings, with a particular focus on value
recovery instruments (VRIs). This technique
provides additional recoveries to creditors if
the debtor’s capacity to pay exceeds that
assumed by the parties at the time of the
restructuring and, in appropriate cases, could
also be used to reduce or delay recoveries if
the debtor’s financial situation worsens. This
report examines the potential advantages and
disadvantages of SCDIs, while highlighting the
real-world challenges that need to be
addressed if SCDIs are to become more
effective and widely used tools of sovereign

debt management. [...] TAGS: Debt Restructuring
Debt sustainability Debt and growth Sustainability-
Linked Bonds

The Pitfalls of Value Recovery Instruments in
Sovereign Debt Restructuring

Ugo Panizza - Geneva Graduate Institute &
CEPR

This policy note delves into the complex world
of state-contingent debt instruments, focusing
on Value Recovery Instruments (VRIs) and the
significant challenges associated with their
issuance, particularly their asymmetric
structure. Starting with an exploration of the
history of VRIs, from their inception in the 1989
Brady exchanges to their involvement in recent
debt restructurings, this paper provides a
comprehensive overview of the theoretical
appeal and practical obstacles of contingent
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Debt relief Debt sustainability

Macroeconomic Analysis

The Economic Ripples of Rising Government
Debt

Abishek Kumar, Sushanta Mallick - University
of Southampton, Queen Mary University of
London

In recent years, governments worldwide
witnessed a surge in debt levels. According to
the Institute of International Finance, global
debt reached a staggering USD 315 trillion in
early 2024, with sizable increases in emerging
market countries. This increase in borrowing,
at least by governments, was partly driven by
efforts to support economic recovery from the
COVID-19 pandemic and increased the
proportion of government budgets devoted to

debt servicing. [...] TAGS: Blog Debt sustainability
Debt and fiscal/monetary policies Sovereign risk premia
Debt Statistics

Debt Shocks and the Dynamics of Output and
Inflation in Emerging Economies

John Beirne, Nuobu Renzhi - ADB, Capital
University of Economics and Business

This paper empirically examines the impact of
public debt shocks on output and inflation in
34 emerging market economies (EMEs) using
panel local projections over the period 2000 to
2022. The estimated results show that real
gross domestic product (GDP) falls significantly
after an unanticipated increase in public debt
while inflation rises. We also examine whether
fundamental characteristics across EMEs could
affect the impact of public debt shocks. The
results suggest that higher initial debt levels,
tighter domestic financial conditions, and
lower income levels amplify the negative
responses of real GDP, while tighter global
financial conditions dampen the negative
impacts of debt shocks. For inflation, the
responses vary depending on economic-
specific characteristics. We also find other
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nonlinearities in the dynamics, with EMEs
facing more severe effects during recessionary

periods. TAGS: Macroeconomic Analysis Public debt
Debt-to-GDP Inflation

Tax Revolts and Sovereign Defaults

Fernando Arce, Jan Morgan, Nicolas Werquin -
Federal Reserve Bank of Chicago

Protests and fiscal crises often coincide, with
complex causal dynamics at play. We examine
the interaction between tax revolts and
sovereign risk using a quantitative structural
model calibrated to Argentina during the Macri
administration (2015-2019). In the model, the
government can be controlled by political
parties with different preferences for
redistribution. Households may opt to revolt in
response to the fiscal policies of the ruler.
While revolts entail economic costs, they also
increase the likelihood of political turnover.
Our model mirrors the data by generating
political crises concurrent with fiscal turmoil.
We find that left-leaning parties are more
prone to default, while right-leaning parties

sustain  higher debt levels [..] TAGS:
Macroeconomic Analysis Sovereign defaults Sovereign
debt Sovereign risk Debt and fiscal/monetary policies
Bond Premium

Downward Nominal Rigidities and Bond
Premia

Frangois Gourio, Phuong Ngo - Federal Reserve
Bank of Chicago, Cleveland State University
We develop a parsimonious New Keynesian
macro-finance model with downward nominal
rigidities to understand secular and cyclical
movements in  Treasury bond premia.
Downward nominal rigidities create state-
dependence in output and inflation dynamics:
a higher level of inflation makes prices more
flexible, leading output and inflation to be
more volatile, and bonds to become more
risky. The model matches well the relation
between the level of inflation and a number of
salient macro-finance moments. Moreover, we
show that empirically, inflation and output
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respond more strongly to productivity shocks
when inflation is high, as predicted by the

model. TAGS: Macroeconomic_Analysis Debt and
fiscal/monetary policies Bond premium

The French Public Debt in the Nineteenth
Century

Francois R. Velde - Federal Reserve Bank of
Chicago

In this article | review the history of French
public debt during the “long” nineteenth
century, from Napoleon Bonaparte’s accession
to power in 1800 to the outbreak of World War
| in 1914. | discuss the size of the debt, its
evolution in relation to government surpluses,
the array of financial instruments, and the
main methods of debt management used by

the French state. TAGS: Macroeconomic Analysis
Public debt Sovereign debt

The Impact of Public External Debt and Debt
Servicing on _Economic Growth in Morocco:
ARDL Economic Model

Sallok Abdellatif, Mohamed Talal Lahlou
- International Islamic University of Minnesota
Pole Morocco

The relationship between public debt and
economic growth in many countries has been
a topic of debate for a long time. Despite
extensive research, the connection between
debt and growth is still controversial,
especially in developing nations where
growing public debt has been a persistent
issue. This article aims to conduct an empirical
analysis of the impact of public external debt
on growth. We utilized a deductive
methodology based on a detailed literature
review that included both theoretical and
empirical information. Subsequently, we
conducted an economic study that employed
the ARDL model to investigate the impact of
public debt (domestic and foreign debt) on

Morocco's economic growth [..] TAGS:
Macroeconomic Analysis Public debt Economic growth
Foreign Debt
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Currencies in__Turbulence: Exploring the
Impact of Natural Disasters on Exchange
Rates 7

Anh Thi Ngoc Nguyen, Ha Minh Nguyen — IMF
This paper investigates the impact of natural
disasters on exchange rate movements in
different country groups with different
exchange rate regimes. Using a panel local
projection model with a high-frequency
monthly dataset of 177 countries during
1970M1-2019M12, we find that exchange rate
movements are more sensitive to natural
disasters in emerging markets and developing

countries (EMDEs) than in advanced
economies (AEs). Furthermore, exchange rate
reactions to natural shocks depend on

exchange rate regimes adopted by EMDEs. On
average, both nominal and real exchange rates
could depreciate up to 6 percents two years
after the disasters in non-pegged regimes. Our
findings suggest that EMDEs with flexible
exchange rate regimes would observe a faster
recovery through nominal and real
depreciations, although they should be
mindful about policy implications that may
arise from large exchange rate fluctuations

caused by natural disaster shocks. TAGS:
Macroeconomic Analysis Interest rates Climate change
Debt and fiscal/monetary policies

Foreign or Domestic Public Debt for
Cameroon’s Development? An Externality
Approach

Nelson Derrick Nguepi, Ibrahim Ngouhouo,
Irina Bilan - University of Dschang, Cameroon,
Alexandru loan Cuza University of lasi,
Romania

Public debt plays a major role in financing
projects that support economic growth and
sustainable development. As governments
may choose between domestic and external
borrowing, a comprehensive assessment of
their effects would support this choice. Our
study provides an integrative view of economic
and social outcomes and compares, through
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externalities, the impacts of external and
domestic public debt as methods of financing
development, with a focus on the
Cameroonian economy. Utilizing a dynamic
computable general equilibrium (CGE) model
and a microsimulation analysis, we find that
domestic debt has more advantages for
Cameroon compared to external debt, as it
increases the large-scale economic impact by
improving household welfare, boosting GDP
growth, and progressively reducing poverty
and inequality. It is therefore recommended
that the Cameroonian government focus on
increasing the use of domestic debt as a
method of financing development by
implementing policies that support domestic
saving and promote the development of

domestic debt markets. [...] TAGS: Debt Policy
Debt and fiscal/monetary Structural policies Debt
sustainability Cost and Risk Foreign Debt

The Challenge of Debt and Deficits in Small
States

Mattia Coppo, Sam Hill, Yi Ji, Jeetendra Khadan
- World Bank

Fiscal positions in small states, those with a

population of 1.5 million or less, have
deteriorated significantly over the past
decade. The COVID-19 pandemic and

subsequent global shocks have worsened fiscal
and debt positions in small states, intensifying
their existing fiscal vulnerabilities. Forty
percent (14) of the 35 emerging market and
developing economies (EMDEs) that are small
states are at high risk of debt distress or
already experiencing it, roughly twice the
share for other EMDEs.
Despite recent fiscal consolidation efforts that
have helped narrow deficits in some cases, the
precarious fiscal positions of many small states
pose increased risks to fiscal sustainability.
These risks are likely to be exacerbated by a
projected slowdown in growth for these

countries this year and next. [...] TAGS: Blog Debt
and fiscal/monetary Debt crisis Debt Policy Debt
sustainability
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Economic Policies

Debt Sustainability Analysis in Reformed EU
Fiscal Rules: The Effect of Fiscal Consolidation
on Growth and Public Debt Ratios

Philipp Heimberger et al. - Vienna Institute for
International Economic Studies

Debt Sustainability Analysis (DSA) relies on
macroeconomic and fiscal policy assumptions;
it plays an essential role in providing an anchor
for bilateral negotiations and surveillance in
the context of reformed EU fiscal rules. While
the European Commission assumes a constant
short-run fiscal multiplier of 0.75, the literature
highlights that there is no single fiscal
multiplier for all countries and all times.
Furthermore, the European Commission’s DSA
framework assumes a fast dissipation of the
output effect of fiscal adjustment, and that
fiscal consolidation efforts by trading partners
do not spill over into domestic economic

activity. [...] TAGS: Economic Policies Debt
Sustainability Debt and fiscal/monetary policies

Growth Stabilises Debt and Reduces Fiscal
Inflation: A New Perspective on Monetary-
Fiscal Interactions

Michaela Elfsbacka-Schmdller, Nigel McClung -
ECB, Bank of Finland

Traditional  views on  monetary-fiscal
interactions suggest that fiscal deficits can be
stabilised through changes in taxes,
government spending, or inflation. This
column examines how economic growth
driven by technological innovation affects
price stability and the sustainability of public
debt. It argues that there is another
stabilisation channel for public debt: economic
growth. Increased demand boosts research
and development, leading to technology
growth which acts as a self-financing
mechanism for unfunded deficits. Thus, debt-
driven inflation can be less severe than
commonly believed. Monetary policy should
focus on the dynamics of the real interest rate
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vis-a-vis the long-term growth rate, rather than

considering only the real rate. [...] TAGS: Debt and
fiscal/monetary policies Debt sustainability

Does Monetary Policy Influence Euro Area
Fiscal Sustainability?

Antonio Afonso, Francisco Gomes Pereira -
University of Lisbon

This paper studies the impact of monetary
policy on fiscal sustainability in the Euro area.
Our sample includes 12 Euro area countries
and covers the period from 2003: Q1 to 2022:
Q4. We extend a fiscal reaction function
(Bohn’s rule) by including the monetary policy
stance as an interaction term. Our findings are
as follows: First, a  contractionary
(expansionary) monetary stance tends to lead
to an increase (decrease) in the primary
balance. Second, the ECB’s monetary policy
stance significantly influences the fiscal
reaction function coefficient. In other words,
contractionary monetary policy induces a
larger increase in primary balances in response
to an increase in the debt-to-GDP ratio than if
monetary policy was neutral or expansionary.
Our findings suggest that expansionary
monetary policy has the potential to help fiscal
sustainability, and potentially mitigate fiscal
fatigue. Conversely, contractionary monetary
policy can exacerbate the fiscal effort required
to satisfy the government intertemporal

budget constraint. TAGS: Economic Policies Debt
sustainability Debt and fiscal/monetary policies Debt-
to-GDP

Marrying Fiscal Rules & Investment: a Central
Fiscal Capacity for Europe

Christopher Schang, Francesca
European University Institute, ECB
The European fiscal governance framework
remains  incomplete, hindering  policy
coordination during economic shocks and
affecting the transmission of the single
monetary policy. High public debt and low
public investment worsen resilience across
Member  States. Many  policymakers,

Vinci -
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institutions, and academics support
establishing a central fiscal capacity (CFC) as a
solution. Against this backdrop, we propose a
framework to assess a CFC in the euro area,
aimed at stabilizing the business cycle,
promoting sovereign debt sustainability, and
reducing procyclicality in public investment.
Our two-region DSGE model with a permanent
CFC allocates resources based on the relative
output gap while earmarking funds for public
investment and imposing fiscal adjustment
requirements for the high-debt region. The
CFC enhances business cycle stabilization for
both regions and significantly reduces the
welfare cost of fluctuations. We also explore
European bond issuance and a supranational
investment strategy to address investment

needs through European Public Goods. TAGS:
Economic Policies Public debt Debt and fiscal/monetary
policies Debt sustainability

ECB Spillovers to Emerging Europe: The Past
and Current Experience

Philipp Engler et al. - IMF

We provide new evidence on the spillover
effects of ECB monetary policy shocks to
emerging European economies, using a
combination of empirical methods and model-
based simulations and focusing on spillovers
from interest rate and balance sheet policies
implemented by the ECB. We consider an
event study set around the ECB policy
announcement in June 2022 and also use local
projections to estimate regional spillovers in a
panel of 16 Emerging European countries
spanning 1999 to 2022. Identifying ECB
monetary policy shocks as the unexplained
component of changes in the three-month
Euribor futures rate, we find that ECB
monetary policy tightening induces more than
one-for-one changes in government bond
yields in Emerging Europe, as well as sizable
increases in sovereign spreads, domestic
currency depreciations, and significantly lower
output. Model simulations using a two-country
DSGE calibrated to the euro area and its
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Eastern European neighbors reveal that a
conventional tightening, achieved through
interest rate increases, provides a more
favorable inflation-output trade-off compared

to balance sheet tightenings|...] TAGS: Economic
Policies Interest rates Debt and fiscal/monetary policies
Sovereign debt Quantitative Easing

Re-Emerging Markets: Investors Will be Back

Kaan Nazli, Jahangir Aka - Neuberger Bergman

There were record-breaking investor outflows
from emerging markets debt in 2022 and 2023.
So far, 2024 hasn’t seen much of that capital
rushing back. A peak and decline in US interest
rates has typically been a favourable backdrop
for the asset class, however, and it is only a
matter of time before investors turn their
spotlight back onto its attractive inflation and
growth dynamics, strong corporate
fundamentals and notable turnaround stories.

[...] TAGS: Economic Forecasts Sovereign defaults Cost
and Risk

Multilateral Financing

Now is the Time to Help Countries Faced with
Liquidity Challenges

Pablo Saavedra, Ceyla Pazarbasioglu - World
Bank

With elevated debt service squeezing the
space available to finance much needed
investment in many countries, urgent action is
needed to boost fiscal space, maintain
adequate international support, and reduce
debt servicing costs. Many countries are being
squeezed by increasing interest payments and
high debt redemptions. The economic scarring
of the pandemic, conflicts around the world,
and the abrupt rise in global interest rates have
hit low-income countries the hardest. The
median low-income country is spending over
twice as much on debt service to foreign
creditors as a share of revenue than it did ten
years ago—roughly 14 percent at end-2023

from 6 percent 10 years earlier. [...] TAGS: Blog
Macroeconomic Analysis Debt Restructuring Debt
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distress Market Liquidity Multilateral

Concessional Finance

Financing

The Role of IMF Arrangements in Restoring

Access to International Capital Markets
Joseph Kogan et al. - IMF

Using a database of emerging market
fundamentals and bond index spreads across
56 frontier and emerging market countries
rated below investment grade during the

period 2002-22, we assess whether IMF
arrangements can restore access to
international capital markets (ICM) for

countries in distress through liquidity and
conditionality channels. We find that global
financial conditions and debt/GDP are the
most important determinants of access to ICM
within the horizon of a typical IMF
arrangement. Using an event study
methodology, we show that spreads increase
prior to the start of an IMF arrangement and

then decrease gradually. By exploiting
different characteristics of IMF arrangements,
we find evidence that the reforms

implemented under the IMF arrangement, as
measured by rounds of successful IMF reviews,
matter more in the medium term than the
IMF’s role as a liquidity provider. These results
are consistent with our

analysis of 55 credit rating upgrades to ICM
access levels, which suggests that debt
reduction plays the largest role and that IMF

arrangements lend credibility to reforms. TAGS:
Foreign Debt Debt sustainability Debt Restructuring
Debt crisis Multilateral financing Conditionality
Concessional finance

Reintroducing Concessional Loans into the
Development Toolbox

Daniel F. Runde, Rafael Romeu, Austin
Hardman - Center for Strategic and
Institutional Studies

Global indebtedness has soared to

unsustainable levels and requires a long-term

17

solution, not an endless series of bailouts. The
process for helping indebted countries is
inefficient and does not serve U.S. interests. To
be part of the solution for countries facing a
debt crisis, the United States must refresh its
lending practices and learn from the mistakes
and successes that China has made in its
lending to the Global South. It is time to
seriously reconsider how the United States
may be a part of the solution. Is there a role for
concessional loans in the U.S. development
portfolio? Is the current U.S. strategy of
funding foreign assistance exclusively through

grants always the right one? [..] TAGS:
Concessional finance Multilateral financing
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Supplement to 2018 Guidance Note on the Bank-Fund Debt Sustainability Framework for Low
Income Countries ?

IMF

This Supplement provides additional guidance to IMF and World Bank staff on the implementation of
the Bank-Fund Debt Sustainability Framework for Low Income Countries (LIC-DSF) approved in 2017
by the IMF and World Bank Boards. It complements the 2018 Bank-Fund Guidance Note on the LIC-
DSF. Since the publication of the 2018 Guidance Note, several issues have increased in significance,
requiring more tailored guidance on the implementation of the LIC-DSF to address these issues,
including: e Greater prominence of risks from climate change. ¢ Further increase in borrowing on
commercial terms and in domestic markets. e Increased number and complexity of debt
restructurings. This Supplement to the 2018 Guidance Note on the LIC-DSF provides further guidance
on how to address these issues within the current framework. All aspects of the 2018 LIC-DSF

Guidance Note remain in effect, except as modified in this Supplement. TAGS: Debt sustainability Debt
Restructuring Climate finance Climate change Debt Sustainability Analysis Foreign Debt Asset and Liability Management

Acute Physical Impacts from Climate Change and Monetary Policy 7

Network for Greening the Financial System

Global temperatures are rising and, in the absence of further mitigating actions, are likely to reach
highs over the next few years. The frequency and severity of extreme weather events resulting from
rising temperatures has increased markedly. Annual global damages from weather-related hazards
have more than doubled in real terms in the past twenty years, reaching 275 billion USD in 20221.
Central banks, therefore, need to assess and understand the economic impact of climate change. In
the 2022 NGFS survey, central banks expressed a desire to deepen their understanding of these
effects. This report presents the channels through which the physical impacts of climate change may
affect the economy. It provides monetary policymakers with a framework to evaluate the implications

for key macroeconomic variables that are relevant for their decision-making. [...] TAGS: Climate change
Climate finance Debt and fiscal/monetary policies

Debt Disclosed: A Civil Society Checklist for Debt Transparency and Accountability

Corina Rebegea, Daniela Patifio Pifieros - National Democratic Institute

Debt is a critical component of a country’s public finances. When acquired and managed responsibly,
debt can be an important part of a country’s economy and fiscal health. It can be used to finance the
development of new infrastructure that improves people’s lives and increases economic output.
During times of crisis, such as the COVID-19 pandemic, debt can finance economic stabilization and
recovery efforts, such as stimulus payments to citizens or companies. Debt can also be used for
emergency procurement of medical goods and other items. However, when governments capture
debt for private interests, use it to sustain corrupt practices, mismanage it, hide it from the public
eye, use it to fund “white elephant” projects with little to no value for people and the common good,
or take on more than what they can sustainably repay, it can have disastrous effects on the economy.
[...] TAGS: Transparency Structural policies Cost and Risk
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Embracing Sovereign Sukuk Demystifying Sharia-Compliant Sovereign Finance

Reza Bagir, Ali Hakim - Alvarez & Marsal

Sovereign governments in Asia, Africa, the Middle East and elsewhere are increasingly turning to
sukuk (Islamic or sharia-compliant bonds) to meet their financing needs. These issuers include several
countries experiencing debt challenges, such as Pakistan, Egypt and Nigeria. However, many financial
market stakeholders are less familiar with sukuk compared to traditional debt instruments. This

research note seeks to demystify sovereign sukuk, from both market and legal perspectives [...] TAGS:
Primary market Secondary Markets Bond market development Debt Restructuring

Stay informed with the latest in public debt management through the What’s New section on the
PDM Network website, featuring a curated selection of daily news from top online sources. Alongside
our bimonthly newsletter, subscribers also receive the Emerging Markets Sovereign Debt News
weekly update, providing comprehensive coverage of sovereign debt developments in emerging
market and developing economies. This news is meticulously selected by the PDM Network
Secretariat, utilizing information from ©Thomson Reuters Eikon 2024 and ©OLSEG 2024 services.
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Events and Courses

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

8 November 2024: The Centre for Economic
Policy Research (CEPR), London School of
Economics - London, United Kingdom
The International Macroeconomics and
Programme Annual Meeting 2024

Finance

11-22 November 2024: Asian Development
Bank (ADB) - Baku, Azerbaijan
Climate Finance and Solutions @

Capital Flows and Financial Policies

7-8 October 2024 2024 - Frankfurt, Germany
ECB Conference on Monetary Policy 2024: bridging

12 November 2024: ICMA International Capital
Market Association - London, UK
ICMA European Primary Market Forumeé

science and practice

9 October 2024: Westminster Foundation for
Democracy, AFRODAD - Online

Webinar __ Series:  Transforming  Public
Management - Debt Accountability to Parliament

Debt

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

24 - 25 October 2024: Federal Reserve Bank
of Cleveland - Cleveland and Virtually
Inflation: Drivers and Dynamics Conference 2024

24 October 2024: ABSA_OMFIF — Washington
DC, US
Absa Africa Financial Markets Index 2024 launch

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

10th BdF-BoE-Bdl international macroeconomics

13 November 2024: Sustainable Policy Institute
- Baku, Azerbaijan
Transitioning global public funds

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

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

Economy

15 November 2024: ICMA - Brussels, Belgium
European Repo and Collateral Council (ERCC) General

Meeting

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

20 November 2024: Westminster Foundation
for Democracy, AFRODAD - Online
Webinar Series: Transforming Public Debt Management

workshop: "Structural factors in the global economy

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

NOVEMBER

6 November 2024: Westminster Foundation
for Democracy, AFRODAD - Online
Webinar _ Series: Transforming Public Debt

- Taking the Political Economy of Borrowing Seriously

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

22 November 2024: ICMA - Tokyo, Japan and
Virtual

The 8th Edition of the ICMA & JSDA Annual Sustainable
Bond Conference

Management - The Voice of Civil Society: From the
Margins to the Mainstream

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

CEPR Macroeconomics and Growth Annual Symposium
2024

20

25 November 2024: The Banque de France and
the Université Paris Dauphine - Paris, France
Financial Intermediation and Monetary Policy: Recent
Trends and New Challenges
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25-27 November 2024: UNCTAD - Geneva,
Switzerland

Intergovernmental Group of Experts on Financing for
Development, Eighth Session

27-28 November 2024: ECB - Frankfurt am
Main, Germany

Macroeconomic Modelling Frontiers for Research and
Policy in Central Banks

DECEMBER

9 December 2024: ICMA - London, United
Kingdom
ICMA Secondary Market Forum

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

JANUARY

29 January 2025: World Bank - Kuwait City,
Kuwait

4th Annual Central Bank Conference on Development
Economics in the Middle East and North Africa

FEBRUARY

3-7 February 2025: IMF - Washington, D.C.,
United States
Climate in Macroeconomic Frameworks (CMF) 4
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MARCH

13-19 March 2025:
Switzerland
International Debt Management Conference, fourteenth
session

UNCTAD - Geneva,

18 March 2025: OMFIF - Paris, France

Public sector debt summit

20-21 March 2025:
Switzerland

14th Debt Management and Financial Analysis System
(DMFAS) Programme Advisory Group Meeting

UNCTAD - Geneva,

26 March 2025: ICMA - Beijing, China
ICMA China Bond Market Forum 2025

APRIL

4-5 April 2025: Ambrosetti Think Tank -
Cernobbio, Italy
The Outlook for the Economy and Finance 2025

17-18 April 2025: IMF - Singapore, Singapore
Fiscal Sustainability (FS)

JUNE

4-6 June 2025: ICMA - Frankfurt, Germany
57th _edition of ICMA’s Annual General Meeting &
Conference

Call for Papers

DL 31 October 2024, Springer - Hybrid
Call for Papers: Special Issue on Environmental
Economics and Economic Dynamics
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