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The bimonthly PDM Network Newsletter features 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. These documents are also available on the PDM Network website. The most

noteworthy documents, as determined by the PDM Network Secretariat, are highlighted in grey.

The PDM Network Newsletter is released every two months (January, March, May, July, September, and
November). We welcome suggestions for relevant documents, news, and events. Please contact the
PDM Network Secretariat, and we will be happy to share selected resources with our Network.
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PDM Webinar Series

NEW! PDM WEBINAR #6: Launching a Sovereign Retail Debt Programme: Insights from Debt Managers
and Key Takeaways from an OECD Study

PDM Network

Join us for an insightful webinar where we delve into the intricacies of launching and managing a
sovereign retail debt programme. Drawing on the latest OECD study and experiences from selected
public debt managers, this session aims to provide insights on different approaches that may help
practitioners and policymakers design and implement effective retail debt programmes. More details
soon here
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Summary 5th Webinar of the PDM Network: How Can Green Budgeting Support the Emission of Green
Bonds?

PDM Network

The 5th webinar, titled "How can green budgeting support the emission of green bonds?", featured as
speakers Camila Vammalle, Senior Policy Analyst, Public Management and Budgeting Division, OECD,
moderating the event, joined by Maria del Carmen Bonilla Rodriguez Head of the Public Credit and
International Affairs Unit, Ministry of Finance, Mexico, Maria Paz Gutierrez, Head of the Sustainable
Finance Office, Ministry of Finance of Chile, and Victoire Corre Responsible for Sustainable Finance,
French Treasury. [...]

Post-Event Summary: 3rd Biennial Public Debt Management Conference

PDM Network

The 3rd edition of the biennial Public Debt Management Conference, organized by the Public Debt
Management (PDM) Network—a collaborative initiative of the Italian Treasury, the OECD, and the World
Bank—was a resounding success. Held at the World Bank headquarters in Washington DC on October 3-
4, 2024, the conference focused on the theme “Risks and Challenges for Public Debt Management:
Inflation, Markets, and Climate.” The event saw robust participation, with over 250 attendees joining
both in-person and remotely from across the globe. The conference brought together public debt
managers, representatives from international institutions, leading academics, and the authors of 23
papers selected from a pool of 64 submissions. This diverse group engaged in rich discussions,
underscoring the importance of blending theoretical research with practical insights. [...]

Special Focus

Sovereign Retail Debt Programmes and Instruments - A Review of Country Practices

Sam Foxall, Luca Policino - OECD

Retail investors are an increasingly important source of funding for sovereign issuers due to a confluence
of factors including higher interest rates, higher gross borrowing requirements and the withdrawal of
central banks as large net buyers. This paper examines the key features of sovereign retail programmes
and instruments currently offered by OECD member and partner countries. It assesses the costs and
benefits to issuers, and analyses recent trends in retail demand for sovereign debt, based mainly on
OECD survey findings. The analysis provides insights on different approaches that may help policy

makers design and implement effective retail debt programmes and instruments. TAGS: OECD Sovereign
debt market Debt Policy Sovereign retail debt Interest rates Retail Debt Retail investors Debt instruments Financial inclusion
Buybacks & Exchanges Redemption Tax-incentives

The Future of Official Development Assistance: Incremental Improvements or Radical Reform?
Masood Ahmed at al. - Center for Global Development

Over the last decade, donor country governments have faced new and additional demands for financing
international challenges, including providing global public goods (GPGs) and addressing historically high
numbers of refugees and humanitarian crises. They have partly done so by re-allocating their official
development assistance (ODA) away from its original aim: to support poverty reduction and growth in

developing countries. This has led to questions about the integrity and credibility of ODA. [...] TAGS: Debt
relief Debt Crisis ODA Sustainable Finance Multilateral Financing
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2024 Global Debt Monitor
IMF
Global debt (public plus private debt) amounted to almost USD 250 trillion in 2023. As a share of GDP,

its value remained high at 237 percent of GDP, although slightly below its level in 2022. [...] TAGS: Debt
and fiscal/monetary policies Debt-to-GDP Debt sustainability Public debt auctions Global public debt Sovereign debt Debt
composition Debt Forecasts Debt statistics Fiscal risks Economic forecasts Sovereign bonds yields Sovereign debt risk Debt
distress Cost and risk

Incorporating Political Risk into Analysis of Sovereign Debt Sustainability

Samantha Ajovala et al. - University of Palermo

Debt sustainability analysis (DSA) is a tool used by institutions such as the International Monetary Fund
and the European Commission to assess whether countries can continue with their fiscal policies without
running into debt that is too large to service without major corrections. Under European Union fiscal
rules updated in April 2024, the European Commission uses DSA to assess whether countries are likely
to breach debt and deficit limits of 60 percent and 3 percent of GDP, and if countries that already exceed

those levels are likely to be able to rein in their debts within a reasonable timeframe. [...] TAGS: Debt
sustainability Debt and fiscal/monetary policies

Guidance on Sovereign SDG Bonds for Countries and Investors Z

Financing for Sustainable Development, UNDP, GISD Alliance

Achieving the Sustainable Development Goals (SDGs) necessitates a substantial scaling up of finance and
investment. Sovereign SDG bonds are a subset of thematic bonds that are anchored in the SDGs and can
help governments finance their sustainable development priorities. The Global Investors for Sustainable
Development Alliance, under the leadership of the UN Department of Economic and Social Affairs (UN
DESA) and the United Nations Development Programme (UNDP), have developed this integrated

guidance for the benefit of the global financial community interested in these instruments. [...] TAGS:
Primary market Green finance Bond market development

International Debt Report 2024

World Bank

For more than five decades, the World Bank’s premier annual publication on debt, now titled the
International Debt Report (IDR), along with the associated International Debt Statistics (IDS) database,
have helped shape policies in development finance by sharing timely and comprehensive external debt
data and analysis with the international community. Drawing on data collected through the World Bank’s
Debtor Reporting System, this publication has kept pace with evolving borrowing patterns and new
lending instruments, measured the impact of initiatives to relieve debt burdens, and promoted best
practices in debt recording and reporting. [...] TAGS: World Bank Debt Statistics Foreign Debt Debt Transparency
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Debt Policy

Good Debt or Bad Debt?

Roberto Tamborini - University of Trento

The public debt overhang spread across advanced
countries, and the reform of the Stability and
Growth Pact in the Euro Zone, have revived the
polarization between those who think that debt is
always good and those who think that debt is
always bad. This paper presents a normative
model of endogenous growth with debt-financed
public capital. It is shown that no meaningful
assessment of debt and its effect on growth and
sustainability at any point in time is possible
without reference to the whole debt trajectory
and the specific state of the economy along the
trajectory. An orderly and consistent analysis may
be developed along two coordinates of debt:
sustainability/unsustainability, and efficiency/
inefficiency. "High" and "low" debt/GDP ratios
may equally be efficient and sustainable. On the
other hand, debt may be sustainable but
inefficient (sub-optimal growth), or sustainable
and efficient ex-ante but unsustainable ex-post,

or inefficient and unsustainable. TAGS: Debt Policy
Debt-to-GDP Debt sustainability Debt and growth

What is the Federal Debt Ceiling?

Sage Belz et al. — The Brookings Institution

When the federal government runs a deficit—that
is, spends more than it collects in revenue—it
borrows money to cover the difference, usually by
issuing 10Us in the form of U.S. Treasury
securities. The debt ceiling is a legal limit on the
amount of borrowing the Treasury can do. Before
1917, each loan issued by the Treasury required
authorization from Congress. When the U.S.
entered World War |, however, Congress changed
the law to allow the Treasury to sell war bonds
(Liberty Bonds) as needed, provided that bond
sales didn’t exceed a specific amount—the debt
limit. Over the last three decades, the limit has
precipitated political battles during which some

legislators have used the vote on the debt ceiling
to try to slow the growth of federal spending [...]
TAGS: Debt Policy Debt Sustainability Financial stability
Debt and fiscal/monetary policies

Why do we Need a Framework Convention on
Sovereign Debt?

EuroDad

The world is experiencing another debt crisis.
More than three billion people live in countries
that spend more on interest payments than on
education or health.1 In 2024, external debt
service payments reached an all-time high for
countries in the global south, with 45 nations
dedicating over 15 per cent of government
revenues to debt servicing. This crisis has also
reached several European countries, including
Ukraine, the Republic of Moldova, and
Uzbekistan, which have reached critical debt
levels in the last three years. At the heart of the
problem is the absence of a fair and equitable
debt resolution mechanism, which leaves
countries with limited options to avoid default. An
agreement on the need for a debt convention
would open up an intergovernmental process
towards the debt architecture reform needed to
prevent unsustainable and illegitimate debt
accumulation and provide fair and sustainable
solutions to sovereign debt crises across the globe

[...] TAGS: Structural policies Financial stability Debt
sustainability Debt Policy

Sovereign Debt: Is the Austerity Versus Growth
Dilemma Back?

Frank Gill, Lisa M Schineller, Riccardo Bellesia -
S&P Global

The EU's reactivation of its fiscal rules should help
stabilize sovereign debt in member states. At the
same time, by reinforcing low private investment
and consumption, the return to austerity could--
as was the case for Greece between 2009 and
2013--worsen the outlook for debt sustainability
and hence prove to be self-defeating. This is
because the EU, particularly Germany, faces
structural challenges to its export-driven growth
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model and underinvests, compared with the U.S.

and China. [...] TAGS: Sovereign debt market Debt
sustainability Debt and fiscal/monetary policies Debt and
growth Debt-to-GDP

Fiscal Policy and Public Debt: Government
Investment is Most Effective to Promote
Sustainability

Giovanna Ciaffi, Matteo Deleidi, Lorenzo Di
Domenico - University of L'Aquila, University of
Bari Aldo Moro, Catholic University of the Sacred
Heart

This paper aims to quantify the effects of
government expenditure and its components, i.e.
government consumption and investment, on
output and public debt sustainability. The Local
Projections approach is applied to a dataset of 14
OECD countries considered for the 1981-2017
period. Fiscal policy shocks have been identified
using the Blanchard and Perotti strategy and the
narrative approach based on fiscal consolidation

episodes. [..] TAGS: Debt policy Debt and
fiscal/monetary policies Debt sustainability Debt-to-GDP

Cost and Risk

Approaches to Prognosing the European
Economic Crisis through a New Economic—
Financial Risk Sensitivity Model

Monica Laura Zlati et al. - Dunarea de Jos
University
This paper presents a novel approach to

prognosing European economic crises through
the development of an economic—financial risk
sensitivity model. The model integrates key
macroeconomic indicators such as government
deficit (NETGDP), GINI coefficient, social
protection expenditure (ExSocP), unemployment
rate (UNE), research and development spending
(RDGDP), and tax structures (TXSwoSC), assessing
their role in predicting economic vulnerability
across European countries. By applying the
Kruskal-Wallis non-parametric test on data from
324 observations across multiple countries,
significant differences were identified in the
distribution of these variables. The results show

that government policies related to social
protection, R&D, and taxation play an important
role in a country’s resilience to economic shocks

[...] TAGS: Economic Forecasts Financial stability Cost and
Risk Fiscal Risks

A Hidden Dragon: China’s Spillovers on the
Financial Markets of Emerging Economies
Rodolfo Campos et al. - Bank of Spain

Global financial markets are becoming
increasingly intertwined. This column analyses
the potential spillovers of shocks originating in
China on the financial markets of emerging
economies, distinguishing between disturbances
stemming from monetary policy and those
related to China's macroeconomic developments.
The findings reveal that macroeconomic
disturbances in China have significant lasting
effects on financial variables of emerging
economies, suggesting that such shocks could
influence economic cycles and financial stability in
those markets. In addition to equity markets,
authors also quantify the impact that shocks
originating in China have on key financial variables
of other emerging economies. Results are very
similar: the impact of macroeconomic shocks on
the cost of sovereign external debt of these
economies, as well as on their exchange rates

versus the US dollar, is significant [...] TAGS: Cost and
Risk Financial Analysis Debt and fiscal/monetary policies
Spillover Effects Sovereign risk premia Economic Forecasts
Financial stability

How Does the “Belt and Road” Initiative Affect
Debt Sustainability?

Henglong Zhang, Yitong lJiang, Conglei Hou -
Shanghai University

The Belt and Road Initiative (BRI) has opened new
financing channels, promoting sustainable debt
management and high-quality economic growth
in China and BRI-participating countries. This
paper, using sample data from 64 BRI-
participating countries and 40 non-BRI countries
from 2002-2021, employs the difference-in-
differences (DiD) method to examine BRI impacts
on government debt sustainability. Empirical
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results passing robustness tests reveal
heterogeneous effects. Findings indicate: first,
the BRI enhances government debt sustainability
in participating countries; second, government

spending, foreign direct investment, and
international trade moderate  economic
development; third, the BRI exhibits

heterogeneity by income, debt levels, and growth
rates. [...] TAGS: Cost and Risk Debt sustainability

Pollution, Public Debt, and Growth: The
Question of Sustainability 7

Marion Davin, Mouez Fodha, Thomas Seegmuller
- Univ Montpellier, University Paris 1, Aix
Marseille Univ

This paper examines an endogenous growth
model that allows us to consider the dynamics
and sustainability of debt, pollution, and growth.
Debt evolves according to the financing
adaptation and mitigation efforts and to the
damages caused by pollution. Three types of
features are important for our analysis: The
technology through the negative effect of
pollution on TFP; The fiscal policy; The initial level
of pollution and debt with respect to capital.
Indeed, if the initial level of pollution is too high,
the economy is relegated to an endogenous
tipping zone where pollution perpetually
increases relatively to capital. If the effect of
pollution on TFP is too strong, the economy
cannot converge to a stable and sustainable long-

run balanced growth path [...] TAGS: Climate change
Debt and fiscal/monetary policies Cost and Risk Financial
stability Debt Policy Financial stability Debt sustainability

Accounting, Statistics and Auditing

New Fiscal Transparency Index and Public Debt
Borrowing Costs

Theo Metz - University of Strasbourg

This study examines the determinants of public
debt borrowing costs, focusing particularly on
the impact of fiscal transparency on sovereign
bond rates. To assess this relationship, we
construct a new Fiscal Transparency Index (FTI)

inspired by the concepts of monetary
transparency, incorporating the roles of all
budgetary entities including independent fiscal
institutions  (IFls), the government, the
legislature, and the supreme audit institutions
(SAl). This index encompasses dimensions of
political, economic, procedural, policy, and
operational transparency. Our analysis spans 27
developed and developing countries from 2006
to 2023. Findings indicate enhanced fiscal
transparency correlates with reduced sovereign
bond rates, especially regarding developing
economies' long-term interest rates. Results are
also robust to several controls, alternative

measures, and modelisations. TAGS: Accounting
Debt Statistics Reporting and Auditing Transparency
Sovereign bonds yields

Primary Markets

Treasury Auctions and Long-Term Bond Yields
Fabricius Somogyi, Jonathan Wallen, Lingdi Xu -
D’Amore-McKim School of Business, Harvard
University

From 1994 to 2021, the supply of long-term
sovereign debt has increased seven-fold from 2.8
trillion to 18.7 trillion dollars across G10 currency
countries. Despite this increase in supply, we find
that long-term bond yields have declined over US
Treasury auctions. This decline has been strongly
integrated across countries and is cumulatively
large, 497 basis points for US yields and 452 basis
points for G10 yields. These global declines in
long-term yields are unique to US Treasury
auctions and do not occur over foreign sovereign
debt auctions, even those with comparable size.
We show evidence that global investors'
participation is pivotal for the special role that US
Treasury auctions have in revealing persistent
and mildly positive shifts in the global demand
for long-term bonds. TAGS: Primary markets Sovereign
bond yield
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Climate-Linked Bonds ?

Dirk Broeders, Daniel Dimitrov, Niek Verhoeven -
ECB

Climate-linked bonds, issued by governments
and supranational organizations, are pivotal in
advancing towards a net-zero economy. These
bonds adjust their payoffs based on climate
variables such as average temperature and
greenhouse gas emissions, providing investors a
hedge against long-term climate risks. They also
signal government commitment to climate action
and incentivize stronger policies. The price
differential between climate-linked bonds and
nominal bonds reflects market expectations of
climate risks. This paper introduces a model of
climate risk hedging and estimates that
approximately three percent of government debt
in major economies could be converted into

climate-linked bonds. [..] TAGS: Primary market
Financial Analysis Green finance Contingent liabilities

Bonds—focusing on their contributions to
emissions  reduction, renewable energy
expansion, and technological innovation. The
analysis reveals that these bonds play a pivotal
role in enabling Japan to advance its carbon
neutrality goals by financing key decarbonization
projects. However, significant challenges persist,
including the limited scalability of emerging
technologies, disparities in economic benefits
across sectors, and governance inefficiencies
that may hinder optimal outcomes. The findings
underscore  the necessity of refining
collaborative  governance frameworks to
enhance transparency, stakeholder inclusivity
and regulatory oversight in the deployment of

these bonds [...] TAGS: Primary market Bond market
development Cost and Risk Climate change

What Role do Catastrophe Bonds Play in
Managing the Physical Risks from Climate

Thematic _bonds Sovereign bonds yields Cost and Risk
Sovereign debt market Sovereign risk premia

Exploring New Funding Markets — November
2024

GlobalCapital

European sovereign issuers and African
multilateral institutions are among those focused
on how to achieve future funding goals. But
expanding their investor base is also critical. That
is why sukuk, Panda bonds and sustainability-
linked products are commanding their attention

as they look for more innovation. [..] TAGS:
Sovereign debt market Multilateral financing Primary
markets Thematic bonds

Assessing the Role of Climate Transition Bonds
in Advancing Green Transformations in Japan Z
Zhiying Zhao et al. - Keio University

This study investigates the potential of Climate
Transition Bonds as strategic financial
instruments in promoting green transformations
within Japan’s carbon-intensive sectors. Through
a qualitative case study approach, we assess four
prominent bond issuances—Japan Government
Bonds, MUFG Bonds, TEPCO Bonds, and SMBC

Change? 7

LSE The London School of Economics and Political
Science

Extreme weather events such as severe
droughts, heatwaves, tropical cyclones, heavy
rainfall and floods are increasing in frequency
and intensity due to climate change. This is
amplifying the substantial physical risks they
pose to humanity, nature and the built
environment. Rising vulnerability to climate-
related impacts is in turn raising the cost of debt
for developing countries. Emergency responses
to natural hazard-related disasters can also lead
to a reallocation of government budgets for the
provision of aid, possibly away from other
priority investment areas. In light of these
challenges, policymakers are increasingly
considering how to ensure financial stability and
climate resilience in their fiscal and economic
policies and risk management practices. More
traditional options employed under the umbrella
term ‘disaster risk finance’ include extending
insurance protection and setting up reserve
funds, but an additional, more specialised,
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attention in this context: catastrophe bonds. [...]
TAGS: Primary market Bond market development Cost and
Risk Climate change

Subnational Debt

Bank Deregulation and the Rise of Local
Government Debt: Evidence from Joint-Equity
Bank Entry in China

Rongjie Chen et al. - Central University of Finance
and Economics

Recent decades have seen the rise in government
debt turn into a global phenomenon, and yet few
studies have explained it from the perspective of
bank deregulation. Using joint-equity bank
branch entry after bank deregulation as a shock
and as a proxy, this study examines the impact of
bank deregulation on local government debt in
China. We find that joint-equity bank entry leads
to a 13.75% increase in local government debt
per capita. The mechanism analysis shows that
the effect is not only driven by an increase in loan
supply but also by a rise in government debt
demand relevant to the real estate market.
Further analysis shows that a cross-industry
crowding-out effect of local government debt on
private firms exists, and that this effect may
offset the effect of infrastructure investment

growth in regional economic growth. TAGS:
Subnational Debt Debt-to-GDP

Financial Analysis

The Scalability of Credit Enhanced EM Climate
Debt 7

Peter Lindner, Ananthakrishnan Prasad, Jean-
Marie Masse - IMF, EuroGreenCapital

This paper reviews the main types of credit
enhancement approaches used to support
climate debt issuances by EMDE borrowers.
Fragmentation on the part of the providers of
credit enhancements was identified as a major
factor impeding scalability of credit-enhanced
debt. The acceptance of credit-enhanced debt is
also hampered by the structural characteristics

fragmentation of the investor base. To place
significant amounts of credit-enhanced climate
debt with private sector investors, MDBs, DFls,
and other stakeholders should focus on simple
and replicable debt structures. Securitizations
and investment funds could help fund private

sector climate investments in EMDEs. [...] TAGS:
Bond market development Financial Analysis Climate
Change Sovereign Credit Ratings Contract standards Cost
and Risk Structural policies Multilateral financing Debt
swaps

The Global
Correlation
Maria Nikitanova, Dane Smith - State Streets
Global Advisors

Inflation soared in the post-COVID period, and
markets became laser focused on inflation data
and its potential impact on central bank policy.
Higher interest rates coinciding with a lower
equity risk premium, causing stock/bond
correlation to turn from negative to positive. This
trend has made it harder for investors to use
fixed income as a hedge against equity beta risk.
In this paper, authors dig deeper into the reasons
behind positive correlation across various

regional markets, including the US. [...] TAGS:
Financial Analysis Debt and growth Cost and risk

Trend of Positive Stock/Bond

Navigating  Liquidity  Stress: Operational
Readiness for Central Bank Support

Rodrigo Coelho et al. - Financial Stability Institute
(BIS)

The 2023 banking turmoil demonstrated once
again the potentially systemic consequences of
liquidity stresses and the need for effective
central bank lending operations to contain
financial instability. For such operations to be a
reliable source of contingency funding, banks
need to be ready and able to access them. And
while central bank liquidity cannot, and should
not, prevent a non-viable bank from failing,
access to central bank lending operations can
give authorities time to prepare a resolution and
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may help limit broader system-wide stress. [...]
TAGS: Financial stability Market Liquidity

Portfolio Rebalancing: Investors’ Safe Asset
Substitution Patterns

Tsvetelina Nenova - BIS

When returns on safe assets fall, investors move
some of their money to riskier assets. This ECB
Blog shows: US Treasuries are replaced by global
bonds, while substitutes for Bunds are mostly
from Europe. This effect is smaller in times of

market stress. TAGS: Blog Financial Analysis Sovereign
debt market Debt crisis

U.S. Treasuries and Macro-enhanced Trend
Following

Regis, Glenn, Sueppel - Macrosynergy
Trend-following  strategies rely on the
persistence of market trends. Such persistence
can arise from the gradual dissemination of
information or behavioural biases. In light of
these inefficiencies, trends that coincide with
supporting economic information (macro
tailwinds) are more likely to persist than those
accompanied by opposing macro information
(macro headwinds). As a result, a macro-
enhancement of standard trend-following signals
should produce better investment returns.
This post supports this proposition for the U.S.
Treasury market over the past 32 years. It tests
simple macro enhancement types for directional
return trends and curve-flattening return trends.
In all cases, macro enhancement would have
materially improved predictive power and

backtested trading profit [..] TAGS: Secondary
Markets Financial Analysis

Market Volatility vs. Economic Growth: The Role
of Cognitive Bias

Neha Parashar et al. - Deemed University

This study aims to investigate the interaction
between market volatility, economic growth, and
cognitive biases over the period from April 2006
to March 2024. Market volatility and economic
growth are critical indicators that influence
economic stability and investment behavior.

Financial market volatility, defined by abrupt and
erratic changes in asset values, can have a big
impact on the expansion and stability of the
economy. According to conventional economic
theory, there should be an inverse relationship
between market volatility and economic growth
since high volatility can discourage investment
and erode trust. Market participants’ cognitive
biases are a major aspect that complicates this
connection. Due to our innate susceptibility to
cognitive biases, including herd mentality,
overconfidence, and loss aversion, humans can
make poor decisions and increase market
volatility. These prejudices frequently cause
investors to behave erratically and irrationally,
departing from reasonable expectations and
causing inefficiencies in the market. [...] TAGS:
Financial Analysis

Optimal Monetary and Fiscal Policies to
Maximise Non-Parallel Risk Premia in Sovereign
Bond Markets

Sanveer Hariparsad, Eben Maré - University of
Pretoria

In this paper, Authors analysed several emerging
market (EM) and developed market (DM)
sovereign yield curves to identify the proportion
of parallel and non-parallel shifts over time. They
found that non-parallel shifts are more prevalent
in EM due to higher political and economic risks.
Key drivers include systemic risk events like wars,
debt distress, and pandemics. By backtesting a
long butterfly strategy to extract non-parallel risk
premia from June 2007 to March 2024, they
observed that steeper slopes and greater
curvature result in higher returns. Authors also
guantified monetary and fiscal regimes to
determine what types of policies are required to
extract non-parallel risk premia from these
sovereign vyield curves. Their research suggests
that countries with opposing monetary and fiscal
policies possess higher return opportunities
whilst countries with complementing policies
require tactical butterfly strategies to optimise

returns. [...] TAGS: Financial Analysis Sovereign debt risk;
Sovereign risk premia Debt and fiscal/monetary policies
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Decentralised Dealers? Examining Liquidity
Provision in Decentralised Exchanges

Matteo Aquilina et al. - BIS

Decentralised exchanges allow participants to
buy and sell assets without the need for
intermediaries, in theory democratising liquidity
provision. However, using data from the largest
decentralised exchange, we show that liquidity
provision — rather than being the purview of a
diffused set of market participants — is instead
confined predominantly to a small group of
sophisticated ones. These participants submit
orders that mimic bids and asks and are able to
extract significantly higher profits (both in
absolute and relative terms) compared to their
unsophisticated counterparts. They also exhibit
considerable skill, extracting higher profits during
periods of high volatility by capturing a higher
share of trading without incurring additional
adverse selection. [..] TAGS: Market Liquidity
Financial Stability

Stable Gilts and Stable Prices: Assessing the
Bank of England’s Response to the LDI Crisis
Nicolo Bandera, Jacob Stevens - Bank
Underground

How should the central bank conduct asset
purchases to restore market functioning without
causing higher inflation? The Bank of
England was faced with this question during the
2022 gilt crisis, when it undertook gilt purchases
on financial stability grounds while inflation was
above 10%. These financial stability asset
purchases could have counteracted the
monetary policy stance by easing financial
conditions at a time when monetary policy was
tightening them. Did a trade-off between price

and financial stability arise? [...] TAGS: Quantitative
easing Debt and fiscal/monetary policies Sovereign bonds
yields,Sovereign debt market Financial stability Financial

Analysis

10

The ‘Doom Loop’ and Default Incentives

Luis Rojas, Dominik Thaler - ECB, Universitat
Autdonoma de Barcelona

The ‘doom loop’, or ‘sovereign—bank nexus’, has
been identified as a key driver of the European
debt crisis. It has been back in the spotlight
recently, as the response to the public health
crisis and the Russian invasion of Ukraine have
caused sovereign debt levels to balloon. This
column explores the impact of default risk on
policies aimed at breaking the doom loop.
According to the authors’ model, factoring in
default risk has major implications for the choice

and calibration of such policies. TAGS: Debt Crisis
Sovereign default risk Sovereign debt

To Fix Africa’s Debt Crisis, Reform Credit Ratings
Daniel Cash - Aston University

Africaisin a debt crisis. On the continent, interest
payments on debt have risen by 132% over the
past decade. Thirty-two African countries now
commit more to servicing debt than they do
investing in healthcare, and 25 spend more on
debt than education. In September, UN
Secretary-General Anténio Guterres warned
about the potential of social unrest across Africa
due to lack of access to effective debt relief. Past
debt crises in Africa have been met with
internationally co-ordinated responses, but this

time, similar efforts have failed. [...] TAGS: Blog Debt
crisis Debt Restructuring

JUBILEE 2025: The New Global Debt Crisis and its
Solutions 7

The Catholic Agency for Overseas Development
(CAFOD)

Economic shocks triggered by the COVID
pandemic and war in Ukraine have pushed
dozens of low-income countries into debt
distress since 2020. Today, more than 50
countries — or 1 in 4 countries globally — are in
debt crisis. This number has more than doubled
since 2015, with many more at significant risk.
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The devastating impacts on people’s lives and
livelihoods has seen the past year marked by
mass protests and riots across the Global South,
from Kenya to Sri Lanka. Existing global debt
structures offer no path to recovery. The
institutions that govern global debt are
overwhelmingly = dominated by  creditor

countries. [..] TAGS: Climate change Debt crisis
Multilateral financing Comparability of treatment Debt and
Recession Debt Statistics Debt sustainability Financial
stability Cost and Risk Sovereign debt risk

Greece, Ireland, Portugal and Cyprus: Crisis and
Recovery

Daniela Filip et al. - ECB

At the height of the financial crisis Greece,
Ireland, Portugal and Cyprus needed help. The
international assistance came under the
condition of economic adjustment aiming to
restore financial stability, debt sustainability and
growth. How did the four countries recover from

their crises? [...] TAGS: Debt crisis Debt sustainability
Debt and growth Debt and fiscal/monetary policies Blog

Debt Restructuring

Climate-Just Debt Swaps: A Mechanism for
Financing Climate Action Z

Andrew Wainwright - University of Bath

We present a mechanism (Climate-Just Debt
Swaps) for funding climate mitigation,
adaptation and "Loss and Damage." It provides
an incentive for advanced economies to commit
large amounts of money to climate action. The
mechanism mobilises finance from both public
and private sectors, includes debt restructuring
and operates at a scale which is commensurate
with the Paris Agreement. Climate-Just Debt
Swaps provide bond markets with a channel for
absorbing green and sustainable finance while
offering developing nations a better deal than

China's Belt and Road Initiative. TAGS: Debt
Restructuring Debt-for-nature swaps Climate change
Sovereign debt Debt sustainability
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The Green Costs of Debt Overhang: Evidence
from Local Government Debt Restructuring Z
Jiayin Hu et al. - Peking University

Public debt burdens constrain a government's
ability to address climate and environmental
issues. We exploit China's local government debt
restructuring in 2015 to investigate the green
costs of debt overhang. We find that cities with
heavier debt burdens prior to the swap
experience larger improvements in air quality
afterwards. These cities are also more likely to
shift away from coal-fired power plants to clean
energy ones. Polluting firms in these cities
experience larger increases in environmental
penalties and green patents. Alternative factors
such as top-down environmental inspection and
other city-level characteristics cannot fully
explain the results. Our findings underscore the
impact of financial constraints on local
governments' tradeoff between economic and

environmental outcomes. TAGS: Debt Restructuring
Debt-for-nature swaps Subnational debt

Paris Club Restructuring and the Rise of China
Cameron Ballard-Rosa, Layna Mosley, B. Peter
Rosendorff - University of North Carolina at
Chapel Hill, Princeton University, New York
University

Governments in low and middle income
countries access finance from an increasingly
diverse set of creditors. These include not only
private investors, but also new official creditors
such as China and its state-influenced policy
banks. We posit that Chinese lending disrupts
established processes of debt renegotiation,
especially that led by the Paris Club grouping of
traditional official creditors. China’s presence as
a lender reduces borrowing countries’ demand
for Paris Club relief, while also reducing western

governments’ willingness to offer such relief. [...]
TAGS: Debt Restructuring Debt relief Debt distress
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Do Countries Default in Bad Times? The Role of
Alternative Detrending Techniques

Ugo Panizza - Geneva Graduate Institute
Quantitative models of sovereign debt predict
that countries should default during deep
recessions. However, empirical research on
sovereign debt has found a surprisingly large
share of “good times” defaults (i.e., defaults that
happen when GDP is above trend). Existing
evidence also indicates that, on average, defaults
happen when output is close to potential. This
paper reassesses the empirical evidence and
shows that the detrending technique proposed
by Hamilton (2018) yields results that are closer
to the predictions of standard quantitative

models of sovereign debt. TAGS: Sovereign defaults
Debt Restructuring

Macroeconomic Analysis

Sticky Inflation: Monetary Policy when Debt
Drags Inflation Expectations

Saki Bigio, Nicolas Caramp, Dejanir Silva - UCLA,
NBER, UC Davis, Purdue University

We append the expectation of a monetary-fiscal
reform into a standard New Keynesian model. If
a reform occurs, monetary policy will temporarily
aid debt sustainability through a temporary burst
in inflation. The anticipation of a possible reform
links debt levels with inflation expectations. As a
result, interest rates have two effects: they
influence demand and affect expected inflation
in opposite directions. The expectations effect is
linked to the impact of interest rates on public
debt. While lowering inflation in the short termis
possible through demand control, inflation tends
to rise again due to their impact on inflation
expectations (sticky inflation). Optimal monetary
policy may allow negative real interest rates after
fiscal shocks, temporarily breaking away from
the Taylor principle. We assess whether the
Federal Reserve's "staying behind the curve" was
the right strategy during the recent post-

Pandemic inflation surge. TAGS: Macroeconomic
Analysis Debt sustainability Interest rates Debt and
fiscal/monetary policies
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Conditional Forecast for Public Debt and
Threshold Effects: Evidence from South EU
Countries

Dimitrios Asteriou, Dimitrios N. Koufopoulos, Dr
Konstantinos Spanos - Oxford Brookes
University, University of London

In this study, we employ a Bayesian Seemingly
Unrelated regression (SUR) model for the South
EU countries to make a conditional forecast for
the public debt in a medium term-horizon (six
years ahead). Our forecast is based on multiple
shocks such as fiscal austerity, the international
business cycle and energy cost expressed by US
GDP growth and oil price respectively. Adopting
various scenarios, the results show that lower
budget deficit and higher economic growth lead
to the fastest downward debt trajectory. The
findings also suggest that the optimum level of
the fiscal limit is 2.7% and is achieved when
government expenditures and revenue are lower
than 40.9% and 38.19% respectively.
Interestingly, the international business cycle
plays a fundamental role, since economic growth
of the South EU countries exerts even more
pressure to debt reduction when US GDP growth
is higher than 3%. The effect of inflation on debt
conditioned by energy cost, the results indicate
that inflation may cause more debt when oil price
is high, but this effect seems to be for a short-
term period. The main policy implication from
the results is that the downward trajectory of
debt continues to hinge crucially on prudent

fiscal policy and economic growth. TAGS:
Macroeconomic Analysis Budget deficit Debt-to-GDP

Determinants of Economic Growth and Fiscal
Fragility in a Post-Keynesian Model with Public
Capital and Targeted Debt Accumulation
Hiroshi Nishi - Hannan University

We construct a post-Keynesian public capital
accumulation model with a target public debt
ratio. Our model elucidates the relationships
between economic growth, stability, and fiscal
fragility based on Minsky’s classification of
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hedge, speculative, and Ponzi financing. The
main conclusions are as follows: First, steady-
state stability requires the Keynesian stability
condition, the Domar stability condition, and a
positive labour productivity growth rate. Second,
policy coordination between the government
and central bank is important for preventing
fiscal fragility during high economic growth.
Third, there are three cases of fiscal fragility and
stability. For high economic growth, stability, and
fiscal consolidation targets, it is preferable to
have the hedging position stable. Finally, our
model shows that there may be a threshold for
the public debt ratio above which economic
growth slows down, but the threshold is neither

unique nor universal. TAGS: Macroeconomic Analysis
Debt and fiscal/monetary policies Financial stability

Fiscal Impacts of Climate Anomalies Z
Francesco Pintus, Jan P. A. M. Jacobs, Elmer
Sterken - University of Padova, University of
Groningen

The negative effects of climate change on output
and productivity have been well documented in
recent years. However, its impact on public
finances has received little attention. This paper
attempts to fill this gap by analysing the impact
of climate anomalies on fiscal variables in a
macroeconometric framework that also takes

into account economic activity. [..] TAGS:
Macroeconomic Analysis Climate change Debt-to-GDP

Failures of IMF Structural Adjustment Programs:
Why Devalue Instead of Providing Foreign
Currencies to Relaunch Economies of Emerging
Countries

Kelly Kingsly - Regional Advisory Commision on
Financial Markets, Gabon

At present, emerging countries still express
criticism of the International Monetary Fund’s
Structural Adjustment Programs (SAPs). Since the
end of the Bretton Woods agreements around
1970, many countries have been required to
follow these programs, which have become a
point of contention. Our goal in this discussion is
to delve deeper into what we believe is the main

13

issue at hand. As part of SAPs, the IMF typically
offers emerging countries two possibilities that
shape their economic trajectory. The first option
involves state intervention, often achieved
through the deliberate overvaluation of their
national currencies. By artificially inflating the
value of their currency, these countries aim to
boost economic growth and stabilise their
economies. However, the IMF also can deny the
provision of foreign currencies or devalue the
national currency. This second possibility would
increase the demand for foreign currencies,
ultimately leading to a subsequent jump in the

overall economy. [...] TAGS: Macroeconomic Analysis
Foreign debt Debt and growth

Fiscal Imbalances, Debt Sustainability and
Macroeconomic Challenges in Sub-Saharan
Africa: A Diagnosis of CEMAC Countries (2012-
2022)

Jeremy Taty - Laval University

Using revised 2012-2022 government data from
the six CEMAC economies, this paper provides a
comprehensive analysis of how persistent fiscal
imbalances, coupled with challenging
macroeconomic conditions, have exacerbated
economic vulnerabilities in CEMAC countries.
Evidence from the data highlights that overall
fiscal deficits and current account imbalances
were highly correlated on average over the
period, underscoring the presence of twin
deficits. Additionally, these dynamics have
adversely impacted public debt levels and
constrained the implementation of critical policy
reforms. [..] TAGS:
sustainability

Macroeconomic Analysis Debt

Flexible Majority Rules and Public Deficit
Spending

Bernhard Koster, Felix Mihe -Jade University,
Karlshochschule International University

In general, the public budget can be financed by
taxes or public debt. Governments have an
incentive to finance the public budget with public
debt if current generations do not consider the
consequences of debt financing for future
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generations when making their decisions. In
order to limit the negative consequences for
future generations, many democratic countries
have introduced fiscal rules, such as the debt
ceiling in the United States, the Maastricht 3%-
Deficit-Criterion for EU member states or the
German debt brake. Quite often, these rules
have the disadvantage that they prevent the
financing of cost-intensive, welfare-increasing
long-term projects, e.g. in connection with the
climate change or in the event of an economic or
political crisis. In this paper, we discuss a new
form of fiscal rule, namely a flexible majority rule

on public debt spending. [...]TAGS: Macroeconomic
Analysis Debt-to-GDP Debt financing Fiscal rules

Macroeconomic and Financial Effects of Natural
Disasters 7

Sandra Eickmeier - Deutsche Bundesbank

We examine how the occurrence of natural
disasters impact the US economy and financial
markets using monthly data since 2000. Our
analysis reveals large sustained adverse effects of
disasters on overall economic activity, with
significant implications across various sectors
including labor, production, consumption,
investment, and housing. Our findings suggest
that these effects stem from heightened financial
risk, increased uncertainty, declining confidence
and heightened awareness of climate change,
leading to negative repercussions on the
economy. Additionally, consumer prices increase
temporarily, likely due to rising energy and food
costs. We find a decline in the monetary policy
rate and an increase in government spending,
which  potentially mitigate the adverse
macroeconomic effects. However, we also
observe a prolonged rise in public debt relative
to GDP and a decrease in r-star following the
disasters. With climate change persisting, this
could constrain the flexibility of monetary and
fiscal policies in the future. Overall, our findings
emphasize the urgency of combating climate
change and, in tandem, enhancing economic and

financial resilience. TAGS: Macroeconomic Analysis
Climate change Debt-to-GDP
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Four Years into NextGenerationEU: What
Impact on the Euro Area Economy

Krzysztof Bankowski et al. - European Central
Bank (ECB)

This paper takes stock of the implementation of
the Next Generation EU (NGEU) programme in
the euro area four years after its inception,
focusing on its principal instrument, the Recovery
and Resilience Facility (RRF). The paper provides
an updated quantitative assessment of its past
and future impact on the euro area economy,
using a set of models and scenarios to account for
the wuncertainty that still surrounds the
implementation of this programme. The public
expenditures and structural reforms linked to the
RRF have the potential to increase the level of
euro area gross domestic product (GDP) by
around 0.4-0.9% by 2026 and 0.8-1.2% by 2031,
depending on capital productivity and the degree
of absorption of RRF funds. The contribution of
structural reforms to these output effects is
expected to increase over time, while the initially
prevailing impact of RRF-funded public
expenditures fades away. We provide tentative
empirical evidence that reforms have started to
modestly improve the growth outlook of some
euro area Member States by increasing their
institutional quality. The expected long-run
increase in output is in turn a key factor behind
the decline in the government debt ratios we
project for the main NGEU beneficiary euro area

Member States. TAGS: Macroeconomic Analysis NGEU
debt Debt and growth Debt and fiscal/monetary policies
Debt forecasts Debt-to-GDP

Risk  Explain
International

Does  Sovereign  Default
Cryptocurrency Adoption?
Evidence from Mobile Apps
Rashad Ahmed, Stephen A. Karolyi, Leili Pour
Rostami - Government of the US - OCC, University
of Massachusetts Boston

We study the macroeconomic drivers of
cryptocurrency adoption using mobile app data
for the G20 countries. Among several factors,
sovereign default risk is identified as a key
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determinant of crypto adoption. A 10% increase
in sovereign CDS spreads is associated with a 2.9-
4% increase in crypto app downloads and usage,
and crypto adoption jumps in the months
following news related to sovereign risk. These
effects are larger in emerging markets and when
ex ante sovereign default costs are high. We also
find that the impact of inflation on crypto
adoption is significantly influenced by the level of

ex ante default costs. TAGS: Macroeconomic Analysis
Sovereign defaults Sovereign debt Debt-to-GDP Debt and
growth

After the Fall: China’s Economy in 2025

Daniel H. Rosen, Logan Wright, Jeremy Smith,
Matthew Mingey, Rogan Quinn - Rhodium Group
By our estimates, China’s GDP growth in 2024
improved modestly to around 2.4% to 2.8%, well
below target. If it stimulates domestic demand
with some urgency and ramps up debt, we think
China could get to 3-4.5% growth in 2025. [...]

TAGS: Economic Forecasts Financial stability Debt and
growth Debt and fiscal/monetary policies

Forecast 2025: Roaring or Tepid?

CATDM

It’s time to make some forecasts on what will
happen to the world economy and its major
countries in 2025. Many people reckon that it is
waste of time making such forecasts as they are
never accurate and quite often the opposite
happens. Of course, forecasts are wrapped in
error, given the many variables involved that

drive economies. [...] TAGS: Economic Forecasts Debt
sustainability Financial stability Debt Forecasts

Africa’s Macroeconomic Performance and
Outlook - November 2024 update

AFDB

Africa’s economic prospects have improved but
growth remains fragile amidst multiple global and
domestic shocks. The continent’s average real
GDP growth is now projected at 3.2% in 2024,
compared to 3.0% in 2023 (figure 1). The revised
growth outlook represents a downgrade of 0.5

percentage points relative to the May 2024 AEO
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projections. Growth in Africa is projected to
rebound to 4.1% in 2025, but this projection
remains 0.2 percentage points lower relative to

the previous forecast period. [...] TAGS: Economic
Forecasts Financial stability Debt sustainability Debt and
growth Foreign Debt Fiscal risks

Structural Drivers of Eurozone
Underperfomance

Robin Brooks - The Brookings Institution

Markets are focused on the European growth
model, which is suffering after Russia’s invasion of
Ukraine. The damage caused by the loss of access
to cheap Russian energy is material, but there is a
deeper, structural reason why Europe lags the
U.S. in the post-COVID recovery. Lack of fiscal
union and debt overhangs mean countercyclical
stimulus is insufficient after every adverse shock,
which is why Europe also lagged the U.S. recovery
after the global financial crisis. Fiscal union will
require hard compromises on debt and transfers,
without which the risk is high that the eurozone
heads for Japanification, where high debt is
sustainable—amid low growth—only due to

central bank yield caps. [...] TAGS: Economic Forecasts
Financial stability Debt and fiscal/monetary policies
Structural policies Debt sustainability

Bond Supply, Yield Drifts and Liquidity Provision
before Macroeconomic Announcements

Dong Lou et al. - HKUST & LSE

Two of the most important drivers of nominal
interest rates are the arrival of macroeconomic
news and changes in the supply of government
bonds. These two factors have become more and
more intertwined as bond issuances have
increasingly occurred near scheduled
macroeconomic announcements. Yet, how the
interaction between these two forces affects
investor behaviour, bond market liquidity and
ultimately interest rates is not well understood.

We fill this gap in the literature. [..] TAGS:
Macroeconomic Analysis Sovereign debt market Sovereign
bonds yields Market Liquidity
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2025 Global Economic Outlook: U.S. Policies
May Temper Global Growth

Morgan Stanley

Global growth is likely to be around 3% in 2025
and 2026, as tariff and immigration policies begin
to slow the U.S. economy late next year, and
China’s underperformance restrains emerging

markets. [...] TAGS: Economic Forecasts Financial stability
Debt Policy Cost and Risk Debt and fiscal/monetary policies
Debt sustainability

Economic Research: Global Economic Outlook
Q1 2025: Buckle Up

Paul F Gruenwald - S&P Global

The global macroeconomic outlook is hostage to
the policy implementation of the new U.S.
administration. The recent macro pattern
featuring an outperforming U.S. economy
continues. But potentially large changes in fiscal,
trade, and immigration policy from the U.S. are
significant unknowns at this juncture. Specifically,
it is unclear to what extent campaign promises
will translate into policy, and when. Given the size
of the U.S. economy, policy action on any of these
fronts can move the global needle, affecting some
economies more than others. For now, S&P
Global Ratings has taken a probabilistic approach
and is assuming partial implementation of U.S.

campaign promises. [..] TAGS: Economic Forecasts
Financial stability Debt Policy Cost and Risk Debt and
fiscal/monetary policies Debt sustainability

Economic Policies

Public Debts Stability and the Policy-Mix in the
Euro Area

Frangois Langot, Hugo Minnella - Le Mans
University, Banque nationale de Belgique

This paper explores the challenges of the
Eurozone's monetary union, focusing on the
coordination issues between its unified monetary
policy and diverse fiscal policies, which
significantly influence public debt and price
stability. It further investigates the extent to
which a fiscal union issuing Eurobonds could
address this coordination issue. The key finding is

16

that the policy-mix consistent with a unique
equilibrium critically depends on the structure of
financial markets and on the level of financial
frictions. While Eurobonds can effectively resolve
the coordination issue in complete markets,
achieving a unique equilibrium in incomplete
markets proves to be more complex. TAGS:
Economic Policies Debt and fiscal/monetary policies

Impact of Climate Risk on Fiscal Space - Do
Political Stability and Financial Development
Matter Z

John Beirne et al. - ADB

We analyze the relationship between climate risk
and fiscal space in a systematic and rigorous way.
To do so, we use panel local projections to
examine the role of political stability and financial
development in the relationship. For a sample of
199 economies in 1990-2022, we first empirically
confirm that climate risks adversely affect fiscal
space. We find that such effects are most
pronounced for the economies that are most
vulnerable to climate change. However, our
evidence indicates that political stability and
financial development can mitigate such effects.
We also identify nonlinearities in the climate risk—
fiscal space nexus. More specifically, the impact of
climate risk on fiscal space is greater when fiscal
space is most constrained—i.e., in the upper
quantile of the distribution. While fiscal
consolidation is the key to mitigating the adverse
effect of climate risks on fiscal space, our results
suggest both political stability and financial

development can contribute as well. TAGS: Climate
finance Climate change Financial stability Sovereign bond
yields Sovereign credit ratings

A Further Examination of Sovereign Domestic
and External Debt Defaults

Yaseen Ghulam - University of Portsmouth
Theoretical and empirical studies have generally
ignored interactions between political, economic
and financial factors, in determining or predicting
external sovereign debt defaults across
geographic clusters. In addition, investigating and
predicting defaults on domestic debt is relatively
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uncommon. This study looks into both domestic
and external debt defaults of sovereign countries
from diverse regions by interacting political,
financial and economic factors and draws broad
conclusions that domestic and sovereign debt

significant heterogeneities also exist. The findings
of this study have significant policy implications in
predicting and managing sovereign domestic and

external debt defaults. TAGS: Economic Policies
Sovereign defaults Foreign Debt Debt sustainability

defaults share some common features, although

Beyond Green Tagging: How can Public Budgeting Support Climate Goals? 2

OECD

Green budgeting can help governments ensure that their countries’ medium-term budget frameworks
and annual budgets align with their international climate-related commitments, such as net zero
emissions commitments, as well as national plans and strategies. However, to do so, green budgeting
needs to go beyond mere green tagging. This paper discusses new instruments to better link budgets
and results, the challenges involved in linking budget and emissions, and the steps needed to overcome
them. Finally, it presents the next generation of practices that are being developed in some OECD
countries. TAGS: Climate risk Climate change Green bonds Green finance

The Green Bond and ESG Chartbook — January 2025 7

Jonathan Schroer - Unicredit

Global issuance of green, social, sustainability and sustainability-linked bonds (ESG) was soft on
December due to seasonal factors but ended the year with moderate volume growth. Volumes for the
year were up 3.7% to USD 976bn, which compared to an increase of 3.9% for the year through
November. Green bond issuance was up 5.8% to USD 600bn for the year. Social bond issuance showed
volume growth of 6.1% to USD 146bn while sustainable bond issuance rose 13.8% to USD 200bn.
Sustainability linked bonds (SLBs) were by far the weakest bond category with a volume decline of 50.7%
yoy to USD 30bn as issuers and investors increasingly shifted their preference to use-of-proceeds bonds
[...] TAGS: Primary market ESG Financial Analysis Sovereign bonds yields Debt Statistics Economic Forecsats Bond market
development

Experts Forecast US Stock and Bond Returns: 2025 Edition

Christine Benz - Morningstar

Long-term return expectations drop across major asset classes, and some firms are now forecasting
higher returns for bonds than US stocks over the next decade [..] TAGS: Economic Forecasts Financial Analysis

How do Climate Change-Induced Hurricanes Affect Sovereign Debt in the Caribbean? Z

Eduardo A. Cavallo et al. - IDB

A survey of relevant literature identifies a direct link between anthropogenic climate change and
increased hurricane intensity, notably through a 10% increase in rainfall and associated damages.
Caribbean countries are particularly vulnerable, as severe hurricanes lead to notable increases in public
debt, compounded by climate change impacts. The study underscores the urgency of integrating climate
change considerations into economic and fiscal policies because the impact of climate change is
pronounced and immediate. [...] TAGS: Climate change Disaster risk finance Sovereign debt market
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Labeled Bonds Market Update - November 2024 7

World Bank

The cumulative amount of green, social, sustainability, sustainability-linked, and transition (labeled)
bonds issued in the market reached USD 6 trillion as of September 2024. Strong performance in the third
quarter of 2024 resulted in the cumulative annual issuance reaching USD 921 billion as of September
2024. Green bond issuances continue to dominate the labeled market in 2024, representing 57% of the
annual issuance as of September 2024. The labeled market is expected to comfortably achieve USD 1
trillion in annual issuance by the end of this year. [...] TAGS: Green finance Statistics Green bonds Thematic Bonds

Memo to the Commissioner Responsible for the European Union Budget

Marco Buti, Zsolt Darvas, Armin Steinbach - Robert Schuman Centre for Advanced Studies, Bruegel

You take over responsibility for the European Union budget at a time of climate emergency, a war near
the EU’s border, heightened security risks, increased global protectionism, slow productivity growth and

a weak European economic outlook. Demands for new EU spending are mounting. [...] TAGS: Structural
policies Financial stability Best Practices Cost and Risk

Climate Bonds Resilience Taxonomy Methodology 7

Climate Bonds Initiative

Climate Bonds has been addressing the need for clarity by steadily expanding the universe of eligible
projects that are aligned with climate goals; from clean energy to a broad range of mitigation
investments, and now to adaptation and resilience (A&R). Central to this effort is the development of
science-based and ambitious taxonomies and standards that guide, shape, and grow the market.
Published in 2012 and regularly updated, the Climate Bonds Taxonomy was the first sustainable finance
taxonomy. Additionally, the Climate Bonds Standard and Certification Scheme remains the only global
green bond certification programme. Sustainable finance taxonomies and standards are essential for
directing private and public investments toward sustainability goals by providing clear definitions and a
common framework for issuers and investors [...] TAGS: Climate change Financial stability Structural policies

Central and Eastern Europe Sovereign & Public Sector Outlook 2025

Scope Ratings

The credit Outlook for Central and Eastern European (CEE) sovereigns is broadly balanced, reflecting
three Positive, 12 Stable and zero Negative Outlooks on our 15 rated sovereigns in the region entering
2025. This follows several rating adjustments in 2024, which have resulted in a convergence of ratings

for CEE sovereigns in the euro area, which are now all rated in the A+ to A- range. [...] TAGS: Sovereign
Credit Ratings Economic Forecasts

State of Play of Debt Burden in Africa 2024
Afreximbank Research
The report examines recent debt dynamics and related sustainability in African countries. It documents

that debt levels remain elevated despite the optimistic outlook. [...] TAGS: Debt sustainability Debt Statistics
Debt and fiscal/monetary policies Sovereign bonds yields Financial stability Cost and Risk Foreign Debt Financial stability

BoC—BoE Sovereign Default Database: What’s New in 2024?

David Beers, Obiageri Ndukwe, Alex Charron - Center for Financial Stability (New York), Bank of Canada
Since 2014, the Bank of Canada (BoC) has maintained a comprehensive database of sovereign defaults
to systematically measure and aggregate the nominal value of the different types of sovereign
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government debt in default. The database draws on published datasets compiled by various public and
private sector sources. It combines elements of these sources with new information to develop
comprehensive estimates of stocks of government obligations in default. These include bonds and other
marketable securities, as well as bank loans and official loans, valued in US dollars, for the years 1960 to
2023, on both a country-by-country and a global basis. The database is posted on the BoC’s website and
is updated annually in partnership with the Bank of England (BoE). Regular updates of the BoC—BoE
database are useful to researchers analyzing the economic and financial effects of individual sovereign
defaults and, importantly, the impacts on global financial stability from episodes involving multiple
sovereign defaults [...] TAGS: Sovereign defaults Debt Statistics Financial stability

Questions & Answers on China as a Major Creditor Power

Eric Toussaint - CATDM

China has been demonized by several commentators: it is said to be the main creditor of many countries
of the South and to get the most of them through ruthless exploitation whereas the World Bank, the
IMF, the Paris Club, that bring together traditional creditor powers, are supposed to do their best to help
those countries burdened by too much debt. China also uses propaganda. It parades as an ally of
countries of the South, regularly announces debt cancellation and debt relief, and claims that it does not
enforce neoliberal conditionalities as do the IMF and the World Bank. It also stresses its efficiency. [...]
TAGS: Debt Statistics Concessional finance Multilateral financing Debt sustainability Foreign Debt Cost and Risk

OTC Derivatives Statistics at End-June 2024

BIS

The value of outstanding derivatives (notional amounts) grew by 2% year on year (yoy) at end-June 2024.
Amounts fell by 6% in the second half of 2023 and increased by 9% in the first half of 2024, in keeping
with a seasonal saw-tooth pattern. The notional value of foreign exchange (FX) swaps and forwards rose
in the first half of 2024. Contracts with the yen on one side saw particularly strong growth (13% yoy in
dollar terms and 26% in yen terms). The notional value of interest rate derivatives remained flat, but

their gross market value declined for a third consecutive reporting period, by 17% yoy. [...] TAGS:
Derivatives Financial Analysis

VantagePoint: Decostructing US Debt Dynamics

Celia Dallas, TJ Scavone - Cambridge Associates

The trajectory of US debt-to-GDP has sharply increased in recent decades, driven by significant fiscal
stimulus in response to the Global Financial Crisis (GFC) and COVID-19 pandemic. Deficit spending
remains elevated compared to typical levels outside of economic crises or wars, with official estimates
predicting continued escalation, particularly if Trump’s presidential campaign promises are fulfilled. In
this edition of VantagePoint, we explore the primary drivers of this debt increase, including
demographics and rising net interest costs, and discuss how changes in economic conditions or policy
could alter these projections. [...] TAGS: Debt crisis Debt-to-GDP Debt sustainability Debt and fiscal/monetary policies

Unpacking Africa’s Debt - Towards a Lasting and Durable Solution

United Nations Office of the Special Adviser on Africa (OSAA)

The 2024 OSAA Flagship Report unpacks some of the myths associated with debt in Africa and proposes
avenues for sustainable solutions, based on the United Nations Secretary-General’s calls to accelerate
the implementation of the Sustainable Development Goals (SDGs), the need to deploy an SDG stimulus
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package for this purpose and to create the financing environment to achieve climate resilience. The
report shows that contrary to popular belief that Africa suffers a debt overhang, in fact, the continent
requires an additional $1.3 trillion to $1.6 trillion to meet the SDGs and Agenda 2063 Aspirations. Faced
with compounding crises such as financial distress, climate change, food insecurity and persistent
conflict and unrest, African countries will continue needing to turn to borrowing to build back better and

close their development financing gap. [...] TAGS: Debt crisis Debt relief Debt and growth Transparency Foreign Debt
Debt sustainability

Asia Bond Monitor - November 2024

Asian Development Bank

Financial conditions in emerging East Asia slightly weakened from 2 September to 31 October.1 While
financial conditions improved in September amid monetary easing in advanced and some regional
economies, this trend was interrupted in October over uncertainty in the United States (US) Federal

Reserve’s monetary easing path (following stronger September labor market data) and US elections. [...]
TAGS: Bond market development Debt Policy Green bonds Institutional and Organizational Framework ESG

Global Debt, Interest Rates, and Inflation: Navigating the Path to 2025

Geoff Cook, Jonathan Rigby - Mourant

As we approach the midpoint of the decade, global debt, elevated inflation, and fluctuating interest rates
dominate the economic landscape. The world continues to grapple with the aftermath of pandemic-
induced fiscal policies, geopolitical tensions, and structural shifts in global supply chains. Together, these
factors present a formidable set of challenges, creating uncertainty for policymakers, investors, and
corporations alike. Understanding the dynamics of debt, inflation, and interest rates is essential for
navigating this complex environment, particularly for international finance centres (IFCs) and global
financial markets. [...] TAGS: Economic Forecasts Financial stability Cost and Risk

Fiscal Monitor October 2024: Putting a Lid on Public Debt

IMF

Global public debt is elevated. It is projected to exceed US$100 trillion in 2024 and will rise over the
medium term. This chapter shows that risks to the debt outlook are heavily tilted to the upside. In a
severely adverse scenario, global debt is estimated to be nearly 20 percentage points of GDP higher

three years ahead than the baseline projection, reaching 115 percent of GDP. [..] TAGS: Debt and
fiscal/monetary policies Cost and risk Global sovereign debt trends Fiscal risks Debt management strategies

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 2025 and © LSEG 2025 information
services.
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Events and Courses

JANUARY

29-30 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 February 2025: Center for Global
Development - Virtual
Official Development Assistance at a

Crossroads: Pathways to Reform

12-13 February 2025: BIS - Basel, Switzerland
Quantum-Readiness for Central Banks and

Supervisors

13 February 2025: Environmental Finance -
Virtual
Sustainable Debt Roundup: Q4 2024

19 February 2025: ICMA - Riyadh, Saudi Arabia
Capital Markets and the Kingdom of Saudi
Arabia: Delivering Liguidity through
Derivatives, Repo and Securities Lending

MARCH

3 March 2025: Event co-hosted by the Japan
Securities Dealers Association (JSDA), Japan
Exchange Group, Inc. (JPX) and SIFMA - New
York, USA

Explore Japan's Economy and Securities Market

4 March 2025: ICMA - Paris, France

21

10th Anniversary of the Paris Agreement: Is the

Debt Capital Market Delivering on its
Commitments?
17-19 March 2025: UNCTAD - Geneva,

Switzerland
International Debt Management Conference,
Fourteenth Session

18 March 2025: OMFIF - Paris, France
Public Sector Debt Summit

18-21 March 2025: CESifo - Munich, France
CESifo Area Conference on Public Economics
2025

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

14 - 25 April 2025: IMF - Singapore, Singapore
Fiscal Sustainability (FS)

14 - 25 April 2025: Joint Vienna Institute. IMF
sponsoring organization - Wien, Austria
Macroeconomics Diagnostics

MAY

19-30 May: Joint Vienna Institute. IMF
sponsoring organization - Wien, Austria
Vulnerability Diagnostics
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22-23 May 2025: ZEW - Leibniz Centre for
European Economic Research - Mannheim,
Germany

2025 Public Finance Conference: The Future of

Public Sector Debt Statistics — Fundamental

11-15 August 2025: Joint Vienna Institute.
Sponsoring Organization: IMF - Wien, Austria
Quantitative Integrated Policy Analysis: Model,

the EU Budget
JUNE
4-6 June 2025: ICMA - Frankfurt, Germany

57th edition of ICMA’s Annual General Meeting
& Conference

9-20 June 2025: Joint Vienna Institute. IMF
sponsoring organization - Wien, Austria
Systemic Macro-Financial Risk Analysis

9-18 June 2025: Joint Vienna Institute, IBRD
sponsoring organization - Wien, Austria
Government Debt Management Performance
Assessment Tool (by invitation)

10-11 June 2025: Bank of Italy - Venice, Italy
Sovereign Bond Markets: Sailing in Calm and
Stormy Waters

12-13 June 2025: Banco de Espaifia & CEMFI -
Madrid, Spain

Fifth Conference on Financial Stability — Banco
de Espaina & CEMFI

13-18 June 2025: The European Association for
Banking and Financial History e.V (in
cooperation with BNP Paribas and the Monnaie
the Paris) - Paris, France

Public Debt & Financial Stability. From the
Spanish War of Succession to the Present Day

AUGUST

4-8 August 2025: Joint Vienna Institute.
Sponsoring Organization: IMF - Wien, Austria

22

Estimation, and Country Applications

SEPTEMBER

29 September-10 October 2025: Joint Vienna
Institute. Sponsoring Organization: IMF - Wien,
Austria
Monetary and Fiscal Policy Analysis with DSGE
Models

NOVEMBER

10-14 November 2025: Joint Vienna Institute.
Sponsoring Organization: IBRD - Wien, Austria
Desighing Government Debt Management

Strategies

17-21 November 2025: Joint Vienna Institute.
Sponsoring Organization: IBRD - Wien, Austria
Implementing Government Debt Management
Strategies (by invitation)

Call for Papers

DL 14 February 2025: Banco de Espaiia & CEMFI
- Madrid, Spain

Call for Papers: Fifth Conference on Financial
Stability — Banco de Espaiia & CEMFI

DL 15 February 2025: ZEW - Leibniz Centre for
European Economic Research - Mannheim,
Germany

Call _for Papers: 2025 Public _Finance
Conference: The Future of the EU Budget
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