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 Highlights 
 

CALL FOR PAPERS NOW OPEN! 4th Public Debt Management Conference, September 10–11, 2026 | 
Paris, France 

PDM Network 
Building on the success of previous editions (2019 in Paris, 2022 in Rome, and 2024 in Washington DC), 
the Public Debt Management Network  - a joint initiative of the OECD, the Italian Treasury, and the 
World Bank - is pleased to announce the Call for Papers for the 4th Public Debt Management Conference, 
to be held in Paris on September 10-11, 2026. […] 

 
Summary 7th Webinar of the PDM Network - Managing Government Cash: Countries’ Evolving 
Approaches 
PDM Network 
The 7th webinar of the Public Debt Management Network brought together international experts to 
explore the evolving landscape of sovereign cash management. While debt management practices have 
become increasingly harmonized across countries, cash management remains a more diverse and 

https://twitter.com/pdmnet
https://www.linkedin.com/in/pdm-network-962946240/
https://www.publicdebtnet.org/pdm/index.html
https://www.publicdebtnet.org/pdm/index.html
mailto:publicdebtnet.dt@mef.gov.it
https://www.publicdebtnet.org/pdm/highlights-archive/
https://www.publicdebtnet.org/pdm/highlights-archive/highlight-detail/CALL-FOR-PAPERS-NOW-OPEN-br4th-Public-Debt-Management-Conference-brSeptember-1011-2026-Paris-France/
https://www.publicdebtnet.org/pdm/highlights-archive/highlight-detail/CALL-FOR-PAPERS-NOW-OPEN-br4th-Public-Debt-Management-Conference-brSeptember-1011-2026-Paris-France/
https://www.publicdebtnet.org/pdm/pdm-conferences/
https://www.publicdebtnet.org/pdm/highlights-archive/highlight-detail/Summary-7th-Webinar-of-the-PDM-Network-Managing-Government-Cash-Countries-Evolving-Approaches/
https://www.publicdebtnet.org/pdm/highlights-archive/highlight-detail/Summary-7th-Webinar-of-the-PDM-Network-Managing-Government-Cash-Countries-Evolving-Approaches/
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context-dependent field. This session examined how different countries define liquidity, manage cash 
buffers, and adapt to shifting financial and policy environments, including the aftermath of the COVID-
19 pandemic and changes in monetary policy. […] 

 
 

 Special Focus 
 

Now is the Time for Eurobonds: A Specific Proposal 
Olivier Blanchard, Ángel Ubide - PIIE, Citadel 
Given the new geopolitical environment, there is wide agreement that Europe needs to achieve 
strategic autonomy. Autonomy has many dimensions. The most obvious today is military autonomy, 
building a solid European defense system. A less obvious one, but equally important, is achieving 
financial autonomy, creating a European financial ecosystem that can compete with that of the United 
States. And a necessary condition for such a system to function is to have at its base a deep and liquid 
Eurobond market. […] TAGS: Debt Policy Eurobonds Debt Sustainability Debt-to-GDP Primary market Sovereign debt 

Sovereign bonds yields Market Liquidity Financial stability Debt and fiscal/monetary policies Debt sustainability Blog 

 
Sovereigns on Thinning Ice: Debt Sustainability, Climate Impacts and Adaptation  
Matteo Calcaterra et al. - Bruegel, University of Palermo, Politecnico di Milano, Durham University 
A fundamental problem for sovereigns enacting climate policies is whether they can manage increasing 
debts as their economies suffer from adverse climate impacts. We develop stochastic debt sustainability 
analysis integrating a coupled climate-economy model with debt financing scenario optimisation, and 
stress test sovereign debt for representative countries globally under the Intergovernmental Panel on 
Climate Change marker narrative scenarios of climate change. The stress test combines socioeconomic 
and climate pathways with calibrated aleatory scenario trees of economic, fiscal and financial variables 
to generate forward-looking debt projections over the century […] TAGS: Debt Sustainability Cost And Risk 

Economic Forecasts Financial Stability Green Finance Sovereign Debt Risk Debt Forecasts Sovereign Risk Premia 

 
Debt-at-Risk 
Davide Furceri et al. - IMF 

This paper proposes a novel framework for analyzing the risks surrounding the public debt outlook, the 
“Debt-at-Risk.” It employs a quantile panel regression framework to assess how current macrofinancial 
and political conditions impact the entire spectrum of possible future debt outcomes. Many of these 
factors—including financial conditions and economic variables such as initial debt and GDP growth—
predict both the expected level and the uncertainty of future debt, implying pronounced variations in 
risks, especially in the upper tail of the distribution. By combining the roles of these factors, we find that 
in a severely adverse scenario—the 95th percentile of the future debt distribution, or debt-at-risk—
global public debt could be approximately 20 percentage points higher than currently projected. The 
magnitudes and sources of debt risks vary over time and across countries, with high initial debt 
amplifying the effects of economic and financial conditions on debt-at-risk. Furthermore, empirical 
estimates indicate that debt-at-risk is a key variable for predicting fiscal crises. TAGS: Cost and Risk Debt-At-

Risk Debt and Fiscal/Monetary Policies External Debt Debt and Growth Debt Sustainability Debt Forecasts Economic 
Forecasts Financial Stability 
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Climate-Linked Bonds as a Catalyst for the Green Transition  

Dirk Broeders, Daniel Dimitrov, Niek Verhoeven - ECB, De Nederlandsche Bank 
This policy brief examines climate-linked bonds as an innovative financial instrument for managing and 
mitigating climate risks. These bonds can be issued by governments or supranational organizations to 
enhance market completeness and facilitate climate risk pricing and trading. Climate-linked bonds are 
designed so that their payouts are linked to the realization of specific climate variables, such as average 
land temperature or atmospheric greenhouse gas concentrations. These bonds thereby ensure that 
governments have a direct fiscal incentive to accelerate the green transition. Climate-linked bonds also 
make explicit the government’s implicit role as the ultimate insurer of long-term climate risks. […] TAGS: 

Primary Market Financial Stability Debt and fiscal/monetary policies Green Finance Green Bonds Sustainable Finance 

 
Radical [Debt] Transparency 

World Bank 
Debt transparency is essential to safeguarding and monitoring debt sustainability. Yet too often, the 
world learns of unsustainable debt only when it’s too late. In recent years, several countries gained full 
market access—only to see their economies unravel as hidden debts surfaced. Without decisive action, 
future debt crises will continue to occur not only due to economic factors, but also because of 
undisclosed or poorly understood debts. This raises a pressing question: What more must be done—by 
borrowers, creditors, and the global financial community—to close transparency gaps and prevent such 
crises from reoccurring? […] TAGS: Transparency Debt Policy Best Practices Sovereign Risk Premia Reporting And 

Auditing Structural Policies Debt Restructuring Accounting World Bank Debt Restructuring 

 
The Future of Ocean Finance: Scaling Blue Bonds  

Abhishree Pandey - Centre for Economy and Growth in New Delhi 
Once a niche asset, blue bonds are riding a wave of climate urgency and investor interest—but scaling 
them demands stronger rules and broader buy-in. The global bond market, the largest asset class in the 
international financial market, was valued at US$ 141.34 trillion in 2024. By 2030, the figures are 
expected to reach US$ 166.81 trillion. On the other hand, the blue economy is valued at US$3 trillion 
annually.  […] TAGS: Primary Market Green Finance Green Bonds Sustainable Finance Structural Policies Financial Stability 

 

 Documents
 

 Debt Policy 
 

Why a One-Size-Fits-All Approach to Global 
Debt Doesn’t Work 
Vera Songwe - Liquidity and Sustainability Facility/ 
Brookings Institution 
In her decades-long career, Dr. Vera Songwe has 
seen firsthand the importance of tackling the 
global debt crisis not with a single tool but with 
different instruments tailored to each specific 
economy’s challenges—and the importance of 
knowing how to pivot when those instruments 
are not working. […] TAGS: Debt Policy Debt Crisis Debt 

Sustainability Debt Sustainability Analysis (Dsa) Debt Relief 
Climate Change Sustainable Finance Multilateral Financing 

 
Sub-Saharan Africa. Pushed to the brink: 
Fragility and conflict in Sub-Saharan Africa 
Wenjie Chen et al. - IMF 
Sub-Saharan Africa is home to nearly half of the 
world’s fragile and conflict-affected states, 
where weak institutions and social cohesion, 
governance failures, and economic instability 
trap millions in poverty. Some countries have 
transitioned out of extreme fragility by 
implementing sound macroeconomic policies, 
diversifying the economy, and strengthening 
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https://www.publicdebtnet.org/pdm/reports-archive/?searchmode=tags&tags=Debt+Restructuring
https://www.publicdebtnet.org/pdm/reports-archive/?searchmode=tags&tags=Accounting
https://www.publicdebtnet.org/pdm/reports-archive/?searchmode=tags&tags=World+Bank
https://www.publicdebtnet.org/pdm/reports-archive/?searchmode=tags&tags=Debt+Restructuring
https://www.publicdebtnet.org/pdm/focus-archive/focus-detail/The-Future-of-Ocean-Finance-Scaling-Blue-Bonds-00001/
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Primary+Market
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institutions. […] TAGS:Debt Crisis Debt and Growth 
Multilateral Financing Debt and Fiscal/Monetary Policies 
Structural Policies Debt Policy Financial Stability Debt 
Sustainability Institutional and Organizational Framework 

 
Bridging the Climate Finance Gap in Africa 

through Debt Swaps  

Anika Chhillar - Observer Research Foundation 
(ORF) 
As international climate finance retreats, Debt-
for-Climate swaps offer African countries a 
promising pathway to reconcile fiscal constraints 
with urgent adaptation and resilience needs. 
Many African economies are at the convergence 
of two crises, soaring debt burden and climate 
vulnerability. Over the past decade, public debt 
levels have risen sharply across the continent, 
and climate shocks, such as devastating floods 
and prolonged droughts, have exacerbated the 
vulnerable situation African economies face. […] 
TAGS: Climate Change Buybacks & Exchanges Cost and Risk 
Debt Sustainability Derivatives 

 
Debt is Higher and Rising Faster in 80 Percent of 
Global Economy 

Era Dabla-Norris, Davide Furceri - IMF 
Global public debt could increase to 100 percent 
of global gross domestic product by the end of 
the decade if current trends continue, according 
to projections in our latest Fiscal Monitor. The 
rising ratio of public debt to GDP reflects 
renewed economic pressures as well as the 
consequences of pandemic-related fiscal 
support, according to our report. This trend 
raises fresh concerns about long-term fiscal 
sustainability as many countries face rising 
budget challenges. […] TAGS: Blog Debt and 

fiscal/monetary policies Debt-to-GDP Financial Analysis 
Debt Policy 

 
 

 

 

 

 

Engendering Fiscal Space: External Debt, 
Concessional Finance and Special Drawing 
Rights 

Ilene Grabel - UN Women 
The challenges of the present moment are 
overwhelming. Right-wing nationalist and 
authoritarian political movements have 
weakened post-war traditions of cooperation 
and institutions of multilateralism. To be sure, 
modernization of these practices and institutions 
was long overdue. But it is difficult today to see 
how we can sustain the political will necessary to 
construct a revitalized, relevant, permissive, 
inclusive and feminist multilateralism. This 
political project is essential if we are to meet the 
challenges of our time, including Sustainable 
Development Goal (SDG) on gender equality. This 
goal is a central driver of this paper. The miseries 
of that period amplified already existing deficits 
in the care economy and increased the burdens 
on and threatened the life chances of women 
and girls the world over. […] TAGS: Structural policies 

Debt and fiscal/monetary policies Foreign Debt 
Concessional finance Financial Stability Debt Sustainability 

 
Monetary-Fiscal Policy Interactions in Public 
Debt Consolidation: the Role of Fiscal Rules and 
Inflation Targeting 
Yunhan Zhang, Zhixin Liu, Hao Jina - Beihang 
University 

This paper examines how the interactions of 
monetary and fiscal policy affect the 
consolidation of public debt. Using data across 86 
countries from 1982 to 2021 and a debt 
decomposition framework, we find that the 
adoption of inflation targeting significantly 
strengthens the role of primary surplus on debt 
consolidation, whereas the joint implementation 
of fiscal rules and inflation targeting further 
increases the contribution of primary surplus in 
debt consolidation while weakening the 
contribution of inflation. […] TAGS:  Debt and 

fiscal/monetary policies Debt Sustainability Sovereign Debt 
Financial Stability Debt and Growth COVID-19 Quantitative 
Easing Statistics 
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Putting US Fiscal Policy on a Sustainable Path 
Karen Dynan, Douglas Elmendorf - Harvard 
University 
Even allowing for substantial uncertainty 
regarding projections, current US fiscal policies 
are almost certainly unsustainable. Therefore, 
policymakers must decide when and in what 
ways to change policies. Changing policies sooner 
rather than later would put debt on a lower 
trajectory and thereby increase national savings 
and provide insurance against adverse 
developments by expanding fiscal space, 
protecting against a persistent shortfall in 
economic growth, and reducing the chance of a 
fiscal crisis. […] TAGS: Debt Policy Debt and 

fiscal/monetary policies Debt and Growth 

 
Cost and Risk 

 

Liquidity Dependencies in the Euro Area 
Carla Soares - Banco de Portugal 
This study investigates to what extent the 
significant liquidity injections by the ECB over the 
past 15 years may have created a dependency by 
banks on central bank liquidity itself. Following 
Acharya et al. (2024), I examine whether the 
ECB’s liquidity provision changed banks’ 
incentives to increase liquid deposits, potentially 
heightening their susceptibility to liquidity 
shocks. Using both aggregate and bank-level 
data, I find that euro area banks tend to increase 
demand deposits and decrease time deposits 
with their holdings of excess reserves over the 
liquidity expansion phase and do not revert when 
aggregate liquidity starts to shrink. However, this 
is contained to specific periods, when interest 
rates were low and stable. The differences 
relative to the US could be related to distinct 
sources of liquidity and regulatory frameworks 
governing liquidity. TAGS:   Central Bank Liquidity 
Monetary Policy  Liquidity Risk Financial Stability Sovereign 
Debt Risk Debt and fiscal/monetary policies Cost and Risk 
Economic Forecasts 

 
 

Is the Risk-Free Rate Still Risk-Free? And are 
There any Viable Alternatives? 
Financial Fables 

In Greek mythology, Atlas is a condemned Titan, 
cursed to hold up the sky. His stained shoulders 
and bowed back bear the weight of the heavens. 
He stands at the edge of the world, silent and 
eternal - the forgotten pillar that keeps 
everything above from crashing down. No one 
questions him or asks how long he can bear the 
load. The world works because he keeps 
standing. […] TAGS:  Financial Analysis Interest Rates 

Sovereign Debt Market Cost and Risk 

 
Debt and an Oversized State: The Real Threat to 
Western Democracies 
Prince Michael of Liechtenstein - GIS 
Global debt has reached staggering figures, 
totaling more than $300 trillion in 2024. Most of 
this debt is concentrated in the older, 
industrialized democracies, as well as China. It 
comprises public sector (sovereign) debt, 
corporate borrowings and household liabilities. 
Collectively, it represents roughly 300 percent of 
the world’s gross domestic product. […] TAGS:  
Structural Policies Debt Sustainability Financial Stability 
Cost and Risk Debt Statistics Debt Policy 
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Communication Tools: a Genealogy of 
Quantitative Easing 
Will Bateman - Australian National University 

For most of the twenty-first century, the world’s 
largest central banks have been acquiring vast 
quantities of government debt. From the 1930s–
1970s, identical operations formed the financial 
backbone of deficit-funded public sector 
expansion. […] TAGS: Debt and fiscal/monetary policies 
Debt Sustainability Sovereign Debt Debt Management 
Financial Stability Quantitative Easing Best Practices 
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Primary Markets 
 

Retail Investors and Sovereign Debt: Why Now 
and What Next? 

Sam Foxall, Luca Policino, Sébastien Boitreaud – 
OECD, World Bank 

Recent years have seen a notable resurgence in 
the role of retail investors in sovereign debt 
markets. This has been driven by both supply and 
demand factors, including rising interest rates, 
increased government borrowing needs, new 
technologies, and strategic efforts to diversify 
investor bases. However, there are limitations 
and drawbacks to the role of retail investors in 
these markets. […] TAGS: Blog Financial Analysis 

Sovereign Debt Market Primary Markets Fintech Interest 
Rates 

 
Are Hedge Funds a Hedge for Increasing 
Government Debt Issuance? 

Adam Epp, Jeffrey Gao - Bank of Canada 

This paper studies the rapid increase since 2019 
of Government of Canada (GoC) debt issuance 
alongside greater hedge fund participation at 
GoC bond auctions. We find a systematic 
relationship between GoC debt stock and hedge 
fund bidding shares at auction. We attribute this 
to hedge funds’ business models, which are 
based on volume and leverage. We also use bid-
level auction data and find that hedge funds are 
more willing than other investor types to buy 
bonds at lower auction yields (higher auction 
prices). These two results i) help explain why GoC 
auction performance has remained steady 
despite greater issuance and ii) affirm the 
importance of hedge funds in supporting 
Canada’s cost-effective debt distribution in 
recent years. […] TAGS: Financial Stability Sovereign 

Debt Management Market Liquidity Institutional Investors 
Cost and Risk Debt Management 

 
 
 
 
 
 
 

Active Debt Management 
 

Testing the Liquidity Support Effects of the U.S. 
Treasury Buyback Program 

Jing Zhou - IMF 
The U.S. Treasury’s recently introduced liquidity 
support buyback program offers a natural setting 
to evaluate whether providing a regular 
mechanism for selling less liquid off-the-run 
Treasury securities can enhance market liquidity. 
In this paper, I present a direct test of this 
mechanism and quantify the liquidity support 
effects at both the individual security level and 
the aggregate balance sheet level of primary 
dealers. I utilize operational considerations 
related to the Treasury's selection of buyback 
securities that are independentof the securities’ 
liquidity conditions—notably, whether a security 
matures in a month characterized by significant 
cash inflows to the Treasury—to construct an 
instrumental variable for the Treasury’s buyback 
selection decisions. […] TAGS: Active Debt 

Management Treasury Bills and Bonds Buybacks & 
Exchanges Primary Dealers Secondary Markets Market 
Liquidity Cost and Risk Financial Analysis 

 
 

Financial Analysis 
 
Surges in the Shadows: Stock-Flow Adjustments 
and Public Debt Spikes 
Leandro Andrian, Cesar M. Rodriguez, Oscar M. 
Valencia - IADB, Portland State University 
This paper investigates the drivers of public debt 
surges in 172 countries from 1980 to 2021, 
focusing on stock-flow adjustments (SFA)—
discrepancies between annual debt changes and 
budget deficits. Using survival analysis methods, 
we find that a one percentage point increase in 
the SFA to GDP ratio raises the hazard rate of a 
debt surge by 16%, with stronger effects in 
advanced economies (28%) compared to 
emerging markets (15%). Conditional on an 
increasing debt trend, higher SFA significantly 
increase the probability of a debt spike 
materializing […] TAGS: Financial Analysis Sovereign 
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Steady Amid the Storm 
Anna Hughes - AOFM Australian Office of 
Financial Management 
Against a backdrop of heightened volatility and 
uncertainty, the last 12 to 18 months has been 
particularly challenging for the market. Changes 
to excise tax and the implementation of various 
subsidy schemes, while supporting households, 
have affected measured inflation adding more 
disruption and uncertainty to the TIBs market. 
Unlike the UK, there is no natural buyer because 
current legislation means that linkers remain off-
benchmark for defined contribution 
superannuation schemes. The market also has 
fewer active participants resulting in a more 
concentrated investor base.  While the AOFM 
does not rely on or need TIBs for funding, we 
believe that well-developed financial markets 
should have a market-based measure of inflation 
expectations.  […] TAGS: Financial Analysis Economic 

Forecasts Primary Market Debt Composition Debt 
Management Debt Statistics 

 
The 2025 U.S. Debt Limit Through the Lens of 
Financial Markets 
Luca Benzoni, Marisa Wernick - Federal Reserve 
Bank of Chicago 
We examine the 2025 U.S. debt limit episode 
through the lens of financial markets. First, we 
document an increase in trading activity in the 
U.S. sovereign CDS market, and we infer a 
probability of default from CDS premiums. We 
find that default risk reached 1% by the 
November 6 Presidential election, fell quickly 
after that, and progressively climbed back up in 
subsequent months to the current 1.1% level. 
Overall, these estimates are well below the 
default risk estimates for the debt-limit episodes 
of 2011, 2013, and 2023, which range from 4% to 
6%. Second, so far we only find small distortions 
in the market for Treasury bills that mature 
around the "X-date," when Treasury is expected 
to extinguish its existing resources, and thus 

would be most affected by a hypothetical 
default.[…]. Financial Analysis Debt Ceiling Sovereign 

Defaults Sovereign CDS Derivatives Sovereign Debt Risk 
Debt and fiscal/monetary policies Cost And Risk Secondary 
Markets Financial Stability Economic Forecasts 

 
The Dynamics of Greenium in Italian Sovereign 
Green Bonds: Evidence from the Secondary 

Market  
Enrico Pulieri, Alexander Dryden - SOAS 
University of London 
Italy, constrained by high public debt, faces 
challenges financing the green transition. Green 
bonds offer a potential advantage if they carry a 
yield premium (“greenium”). We examine 
whether Italian sovereign green bonds capture 
this benefit. While no significant greenium is 
observed at issuance, we find that it grows by ap- 
proximately 0.91 basis points per day in 
secondary markets. This suggests persistent 
investor demand for green-labelled debt and 
implies that the Italian Treasury may be 
underpricing its green bonds. Refining the 
issuance strategy could help internalise the 
greenium, lower borrowing costs, and improve 
the fiscal case for sustainable investment. TAGS: 

Green Bonds Climate Change Greenium Sovereign Debt 
Sovereign Spread Secondary Markets Green Finance Cost 
And Risk Financial Analysis 

 
The Euro Area Bond Market 
Philip R. Lane - ECB 
At last week’s meeting, the Governing Council 
decided to lower the deposit facility rate (DFR) to 
two per cent. The baseline of the latest 
Eurosystem staff projections foresees inflation at 
2.0 per cent in 2025, 1.6 per cent in 2026 and 2.0 
per cent in 2027; output growth is foreseen at 0.9 
per cent for 2025, 1.2 per cent in 2026 and 1.3 per 
cent in 2027. The lower inflation path in the June 
projections compared to the March projections 
reflects the significant movements in energy 
prices and the exchange rate in recent months […] 
TAGS: Financial Analysis Primary Market debt and 
fiscal/monetary policies Sovereign Debt Market Sovereign 
Spread Eurobonds 
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Bond Convenience Yields in the Eurozone 
Currency Union 
Zhengyang Jiang et al. - Northwestern Kellogg, 
NBER, UT Austin McCombs 
In a monetary union, the risk-free rate cannot 
respond to country-level fiscal positions, leaving 
only default spreads and convenience yields to 
respond. Empirically, we find that convenience 
yields explain a large share of the variation in 
Eurozone sovereign bond yields. Eurozone 
countries earn larger convenience yields when 
they experience larger surpluses, suggesting 
convenience yields are important fiscal shock 
absorbers. Since convenience yields generate 
substantial seigniorage revenue from debt 
issuance, our estimates imply economically large 
fiscal costs from low convenience yields for 
peripheral countries in the Eurozone. […] TAGS: 

Financial Analysis Sovereign Bonds Yields Sovereign Spread 
Sovereign Risk Premia 

 
African Countries are bad at Issuing Bonds, so 
Debt Costs More Than it Should: What Needs to 
Change 
Misheck Mutize - University of Cape Town 
Over the past two decades, African countries 
have increasingly turned to international capital 
markets to meet their development financing 
needs. For example, Kenya and Benin raised a 
combined US$2.5 billion through bond issuances 
during the first half of 2025. Proceeds were used 
to repay maturing bonds. This means new bonds, 
with unfavourable terms, are being issued to pay 
previous lenders. Yet African bonds are 
substantially mispriced, resulting in excessively 
high yields that are not justified by fundamentals 
– based on economic, fiscal and institutional 
strengths. […] TAGS: Financial Analysis Cost and Risk 

Sovereign Bonds Yields Sovereign Risk Premia Debt Crisis 
Debt Policy Debt Sustainability Institutional Investors 
Secondary Market 

 
Sovereign Bonds, Convenience Yields, and the 
Resurgence of Supply Shocks 
Matthias Gnewuch, Jacopo Orlandi, Giovanni 
Callegari - ESM, LUISS University 

Many sovereign bonds trade at a premium for 
being safe assets that retain their value even in 
deep recessions. This premium, or ‘convenience 
yield’, allows governments to borrow cheaply. 
This column argues that sovereign bonds remain 
particularly valuable in comparison to other 
assets, such as stocks, only in disinflationary 
demand recessions. In inflationary supply 
recessions, their real value erodes due to 
inflation and rising interest rates. Therefore, the 
recent resurgence of supply shocks has 
contributed to the erosion of the ‘convenience 
yield’ premium in sovereign bonds. […] TAGS: Debt 

and Fiscal/Monetary Policies Financial Stability Debt Policy 
Cost and Risk Sovereign Risk Premia Sovereign Bonds Yield 
Financial Analysis 

 
Sovereign CoCos and Debt Forgiveness 
Juan Carlos Hatchondo et al.  - University of 
Western Ontario 
We study a sovereign default model in which the 
government issues CoCos (contingent 
convertible bonds) that stipulate a suspension of 
debt payments upon a sizable increase of the 
global risk premium (and thus, of the 
government’s borrowing cost). We find that 
CoCos allow the government to smooth out the 
effects of risk-premium shocks on consumption, 
but they increase the default frequency. By 
suspending debt payments, CoCos imply higher 
debt levels and, thus, higher default probabilities 
after adverse shocks. We also study CoCos that, 
in addition to the payment suspension, stipulate 
debt forgiveness after adverse shocks. In contrast 
with no-forgiveness CoCos, debt-forgiveness 
CoCos reduce debt levels after adverse shocks, 
thereby reducing default probabilities. Debt-
forgiveness CoCos also yield larger welfare gains. 
TAGS: Sovereign Default Debt Relief Financial Analysis 

 
Rethinking the Risk-Free Rate in a Volatile 
World 
The Global Treasurer 
The risk-free rate, often benchmarked against 
government bonds, is a cornerstone of financial 
valuation and risk management. However, in an 

https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-0435345435.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-0435345435.html
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Financial+Analysis
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Sovereign+bonds+yields
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Sovereign+spread
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Sovereign+risk+premia
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-3543553.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-3543553.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-3543553.html
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Financial+Analysis
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Cost+and+Risk
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Sovereign+bonds+yields
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Sovereign+risk+premia
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+crisis
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+Policy
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+sustainability
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Institutional+Investors
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Secondary+Market
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-4245235342.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-4245235342.html
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+and+fiscal%2Fmonetary+policies
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+and+fiscal%2Fmonetary+policies
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Financial+stability
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+Policy
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Cost+and+Risk
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=+Sovereign+risk+premia
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Sovereign+bonds+yield
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Financial+Analysis
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-29052025.html
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Sovereign+default
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Debt+relief
https://www.publicdebtnet.org/pdm/documents-archive/?searchmode=tags&tags=Financial+Analysis
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-27052025-5.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/MARKETS/Financial-Analysis/Documents/Document-27052025-5.html


 
Bimonthly Newsletter 

 

 

9 
 

era of unprecedented economic uncertainty, are 
traditional proxies still truly 'risk-free'? Here are 
the limitations of relying solely on government 
bonds and explores alternative perspectives and 
considerations for determining a more robust 
risk-free rate in today's volatile global landscape. 
[…] TAGS: Financial Analysis Sovereign Bonds Yields Cost 

and Risk 

 
From Safe Haven to Fault Line: How Japan’s 
Bond Crisis threatens Global Markets 
IndraStra 
The global bond market, long a bastion of 
stability, is trembling under the weight of 
unprecedented shifts in Japan and the United 
States, where rising yields signal deeper concerns 
about inflation, fiscal sustainability, and the 
fragility of interconnected financial systems. 
Japan’s government bond market, the world’s 
third-largest, is experiencing a historic upheaval, 
with 30-year yields soaring to 3.15%—a record 
since their debut in 1999—and 40-year yields 
hitting an all-time high of 3.635%. […] TAGS:   
Financial Analysis Spillover Effects Sovereign Bonds Yields 
Financial Stability Debt Sustainability Debt and 
fiscal/monetary policies Debt Crisis 

 
Fostering Core Government Bond Market 
Resilience – Analysis 
Tobias Adrian, Kleopatra Nikolaou, Jason Wu - 
IMF 
The smooth functioning of government bond 
markets is important for the safety and 
soundness of broader capital markets, especially 
amid heightened financial market volatility. Bond 
markets recently adjusted sharply to an abrupt 
re-assessment of the global macroeconomic 
environment and elevated trade policy 
uncertainty. […] TAGS:  Market Liquidity Sovereign Debt 

Market Structural Policies Financial Stability Sovereign 
Debt Market 

 
 

 

 

Understanding the Fiscal Drivers of French 
Sovereign Bond Yields 
Eléonore Herfurth, Hugo Le Damany - Axa 
Investment Managers 
Since the emergence of political uncertainty 
around July 2024’s snap parliamentary elections, 
the risk premium on the French bond market – 
reflected in the 10y spread relative to Germany – 
has unsurprisingly increased. Most recently, the 
government’s success in passing a 2025 budget 
bill has triggered some narrowing of the spread, 
though it remains above its preelection level. In 
this paper, authors aim to look beyond the 
political ‘noise’ to provide a fundamental, 
macroeconomically grounded evaluation of the 
French 10-year OAT fair value against a 
background of a deteriorating fiscal outlook. 
They estimate a model explaining the gyrations 
of the French government bond (OAT) 10-year 
bond yield with a selection of macro-financial 
variables including the French fiscal deficit […] 
TAGS:  Financial Analysis Sovereign Bonds Yields Sovereign 
Risk Premia Financial Stability Debt Sustainability 
Sovereign Debt Market 

 
Output Gap Uncertainty, Sovereign Risk Premia 
and the Contingent Importance of the Bond 
Vigilantes 
Christian R. Proaño, Jonas Dix - University of 
Bamberg, University of Würzburg, Germany 
This paper investigates the implications of output 
gap uncertainty for the conduct of fiscal policy 
using a small-scale macroeconomic model with 
boundedly rational agents. Specifically, agents 
use an adaptive updating mechanism to 
approximate the unobservable potential output 
that suffers, similarly to the Hodrick and Prescott 
(1997), from an end-point bias. This generates an 
unintendedly procyclical fiscal policy that affects 
the government’s credibility and by extension 
the sovereign risk premium. Our simulations 
highlight the importance of this so-called bond 
vigilantes channel, as well as of the government’s 
credibility among financial markets, for the 
sustainability of government debt and for 
macroeconomic stability […] TAGS: Debt and 
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fiscal/monetary policies Financial Analysis Sovereign Risk 
Premia Sovereign Bonds Yields Structural Policies Debt 
Sustainability Financial Stability 

 
The German and Italian Government Bond 
Markets: The Role of Banks Versus Non-Banks 
Puriya Abbassi et al. - Deutsche Bundesbank, 
Banca d’Italia 
Government bond markets are pivotal for the 
functioning of the financial system, the trans-
mission of monetary policy, and economic 
stability; investors, moreover, consider 
government bonds as a safe haven, and such 
bonds also influence bank liquidity creation. 
Since the global financial crisis, issuance has 
surged in advanced economies. While 
government bonds are typically characterized by 
high liquidity levels, recent events like the March 
2020 ‘dash for cash’ and the September 2022 UK 
Gilt crisis showed that also these markets may be 
subject to liquidity shocks. Changes in market 
structure, such as the shift from bank-centric to 
hybrid models and technological advancements, 
may have increased the sensitivity of 
government bond markets to stress. Against this 
background, Banca d’Italia and Bundesbank 
initiated a joint project to analyse German and 
Italian government bond markets using granular 
data across cash, repo, and futures segments. […] 
TAGS: Financial Analysis Sovereign Debt Market Market 
Liquidity Sovereign Spread  Derivatives Repos 

 
A New Approach on Country Risk Monitoring 
Christos E. Kountzakis, Christos Floros - University 
of the Aegean, Hellenic Mediterranean University 
Most of indexes regarding Credit Rating of the 
national debt bonds are associated to Gross 
National Product, which involves the well-known 
Keynesian Multiplicator of the IS-LM Equilibrium. 
Specifically, a common way of Sovereign Debt 
evaluation is its percentage of the Gross National 
Product in terms of a spot value. Another index is 
the spot value of the percentage of the annual 
interest rate payments of the state to the owners 
of sovereign debt. These indexes provide an 
inefficient evaluation of the national debt and 

moreover they are sensitive in their calculative 
aspect. Hence, we propose another index of 
national debt evaluation, which is more realistic, 
since public debt is a part of the balance sheet of 
the state itself. […] TAGS: Sovereign Credit Ratings 
Financial Analysis Credit Rating Sovereign Risk Premia Debt 
Statistics Statistics 

 
Public Debt Burden and Crisis Severity 
Álvaro Fernández-Gallardo, Iván Payá - Banco de 
España, Universidad de Alicante 
Recent theoretical studies have highlighted that 
both the level of public debt and the unit cost of 
servicing the debt (r - g) play a role in the 
sustainability of public finances. This paper builds 
on this literature and introduces a new approach 
to analysing the relationship between economic 
downturns and sovereign debt risks by 
considering the total public debt burden, that is, 
the interaction between the level of debt and (r - 
g). We conduct this analysis for 18 advanced 
economies over a span of 150 years, uncovering 
three novel findings. First, we document that the 
level of public debt and the interest-growth 
differential convey distinct information about 
public finances conditions, reinforcing the 
argument for incorporating both measures in the 
assessment of sovereign debt sustainability risks. 
Second, we offer a long-term historical 
perspective on the role of the total public debt 
burden in shaping the severity of recessions and 
the pace of subsequent recoveries. […] TAGS: 
Financial Analysis Debt Sustainability Debt and growth Cost 
and Risk Macroeconomic Analysis Debt Policy 

 

Debt Crisis 
 

Tackling the Global Debt Crisis - Proposed 
Solutions Must Be Politically Feasible, Quick to 
Implement 
Mahmoud Mohieldin - UN Special Envoy on 
Financing the 2030 Agenda for Sustainable 
Development 
With economic instability threatening a growing 
number of debt-saddled low- and middle-income 
countries, the United Nations Expert Group on 
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Debt was established in late 2024 and four 
experts were tasked with finding actionable 
solutions to the global debt crisis. The group’s 
work culminated in a June 2025 report, 
Confronting the Debt Crisis: 11 Actions to Unlock 
Sustainable Financing, which complements the 
outcome document of the International 
Conference on Financing for Development (FfD) 
in Seville, Spain. […] TAGS: Debt Crisis Debt Policy 
Debt-to-GDP Debt Sustainability Analysis (DSA) Debt 
Restructuring Debt Relief Debt Distress Multilateral 
Financing 

 
Confronting the Debt Crisis: 11 Actions to 
Unlock Sustainable Financing 
UN 
What has been called a "silent” debt crisis is 
silent no more. Across the Global South, debt 
burdens are not only reducing prospects for 
economic growth and long-term resilience but 
are also crushing sustainable development.  The 
Fourth International Conference on Financing for 
Development (FfD4), set to take place in Seville, 
Spain, presents an opportunity to address these 
adverse debt dynamics and assist in getting 
development back on track. Once it is formally 
presented and endorsed by heads of state and 
governments at FfD4, the Compromiso de 
Sevilla will reflect a multilateral commitment to 
renew the global financing for development 
framework in the face of serious geopolitical 
tensions, conflicts, increasing macroeconomic 
challenges and growing systemic risks. The 
eleven policy priorities summarized in this 
document have been identified by the Expert 
Group on Debt appointed by the UN Secretary-
General António Guterres in December 2024 […] 
TAGS: Debt Relief Debt Policy Debt Crisis Multilateral 
Financing Structural Policies Debt Restructuring Debt 
Sustainability Financial Stability Debt Distress Contract 
Standards Buybacks & Exchanges Transparency 

 
 

 

 

 

Debt and Precarious Stagnation in the EU and 
Germany 
Enrico Colombatto - GIS 

Germany’s shift to deficit spending threatens 
broader EU fiscal stability. High public debt and 
low growth fuel public distrust and political 
shifts. EU institutions struggle to manage fiscal 
imbalances and market confidence. […] TAGS: Debt 

Policy Debt and fiscal/monetary policies Debt sustainability 
Financial stability Statistics Debt-to-GDP 

 
Time to Reprice African Debt 
Rafiq Raji - ISPI 
Countries face high costs in managing their 
foreign liabilities. Initiatives to mitigate the 
situation, such as the new continental rating 
agency, have recently emerged. External debt 
servicing will cost African countries US$89 billion 
in 2025, according to estimates by the 
G20. South Africa, which holds the presidency of 
the Group this year, established a committee of 
experts in early March to recommend measures 
to reduce the cost of external borrowing for 
African countries, especially as at least 20 of 
them are imminently vulnerable to debt 
distress.  […] TAGS: Debt Crisis Debt Sustainability 
Sovereign Risk Premia Credit Spreads Foreign Debt 
Multilateral Financing Debt Restructuring Debt Distress 
Sovereign Credit Ratings Financial Stability 

 
Crisis on Repeat: The IMF, Pakistan, and Failed 
Reform 

Soumya Bhowmick, Shashank Shekhar - Centre for 
New Economic Diplomacy (CNED), Observer 
Research Foundation 
Pakistan’s relationship with the International 
Monetary Fund (IMF) reflects a deeper pattern of 
structural dependence. The US$ 7 billion 
Extended Fund Facility (EFF) approved in 2024 is 
not merely a financial lifeline but an attempt to 
manage entrenched dysfunction. The IMF, acting 
as a lender of last resort, demands reforms in 
exchange for support: fiscal discipline, subsidy 
cuts, and transparency. Yet in politically resistant 
environments like Pakistan, these reforms often 
remain superficial. This dynamic is not unique to 
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Pakistan. From Lebanon to Sudan, several fragile 
economies are accumulating unsustainable debt 
burdens, not only due to exogenous shocks or 
administrative inefficiencies, but because of 
deliberate political decisions—ranging from 
military adventurism to strategic ambiguity. 
Nevertheless, IMF conditionalities revolve 
around technical indicators such as fiscal 
consolidation, subsidy reform, and governance 
diagnostics, with limited consideration of the 
political economy of conflict and control.  […] 
TAGS: Multilateral financing Debt crisis Conditionality Debt 
and fiscal/monetary policies Debt sustainability Debt 
Restructuring Financial stability Comparability of 
treatment 

 
How do Creditors Respond to Defaults? (part 3) 
Maxime Perriot - CADTM 
Faced with the crisis, governments (notably 
China) and international financial institutions are 
taking the place of the private sector. The 
countries of the Global South were thus 
encouraged to take on debt during the 2010s, be-
fore seeing their access to financing from private 
creditors reduced from 2022 onwards, and then, 
for some of them, defaulting on their debts or 
coming close to doing so. As was the case during 
the 1980s, public lenders – especially multilateral 
ones – took the place of private creditors who 
were no longer willing to lend because it 
represented too great a risk of not being repaid 
or because it was more attractive to lend to the 
North.  […] TAGS: Statistics Multilateral Financing 
Structural Policies Conditionality Comparability of 
treatment Debt Sustainability 

 
Sub-Saharan Africa and Sri Lanka: Examples for 
Understanding the Debt Crisis in the South [Part 
4] 
Maxime Perriot - CADTM 
Sub-Saharan Africa is the region most affected by 
the debt crisis outlined above, along with South 
Asia. It is the region of the world most affected 
by the mechanisms described above. Faced with 
an influx of capital seeking higher interest 
rates than in the North, many private creditors 

from the North (banks, investment funds, 
insurance companies, etc.) decided to lend to the 
South for better returns, leading several 
countries in the region to borrow for the first 
time in the financial markets […] TAGS: Multilateral 

Financing Sovereign Debt Market Sovereign Bonds Yields 
Debt Crisis 

Argentina: Examples and Alternatives for 
Understanding the Debt Crisis in the South [Part 
5] 
Maxime Perriot - CADTM 
When it comes to the IMF’s influence on the 
countries of the Global South, Argentina is a 
must. During Juan Domingo Perón’s presidency, 
Argentina initially declined to join the IMF and 
World Bank, but eventually did so in 1956 during 
the “Liberating Revolution” dictatorship. Since 
then, successive Argentine governments have 
signed 22 agreements with the International 
Monetary Fund. […] TAGS: Multilateral Financing 

Sovereign Debt Market Sovereign Bonds Yields Debt Crisis 
Debt Restructuring Debt Sustainability 
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Debt Sustainability Analysis: Re‑evaluating Debt 
Sustainability Analyses in the Context of 
Hegemonic Power and Sovereign Debt 
Restructuring 
John Oduk, Catherine Mithi - AFRODAD 
This article critiques the limited scope and 
potential biases of the Debt Sustainability 
Analysis (DSA) framework, particularly as 
employed by the International Monetary Fund 
(IMF). Despite its widespread use in assessing a 
country’s debt sustainability, the DSA has been 
criticized for its inherent limitations in accurately 
measuring its true debt capacity. […] Debt 

Restructuring Debt Sustainability Sovereign Debt Debt 
Distress Multilateral Financing Debt Crisis Institutional and 
Organizational Framework International and 
Macroprudential Regulations Debt Policy Financial Analysis 
Statistics 
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From Debt Reset to Growth Onset? Sovereign 
Debt Restructuring and Firm Performance in 
Developing Countries 
Marin Ferry, Luc Jacolin, Quentin Dufresne - 
Université Gustave Eiffel, Banque de France 

Leveraging a unique dataset that combines 
country-level information on debt restructuring 
with firm-level data from the World Bank 
Enterprise Surveys (WBES) spanning from 2004 
to 2023, we analyze the effects of debt 
restructuring on firm sales growth. […] TAGS: Debt 

Restructuring Sovereign Debt Debt Distress Debt And 
Growth Debt Management Foreign Debt Financial Analysis 
Institutional and Organizational Framework 

 
Institutional and Organizational 
Framework 

 

Disclosing Public Debt Boosts Investor 
Confidence, Cuts Borrowing Costs 
Yan Liu – IMF 
Public debt is projected to reach nearly 100 
percent of global gross domestic product by the 
end of this decade, surpassing even pandemic-
level highs. Governments, particularly those in 
emerging market and developing economies, 
face both mounting debt service costs and 
shrinking room to maneuver in government 
budgets. The result is fewer resources for social 
programs or investments, reduced capacity to 
respond to shocks, and higher borrowing costs. 
In addition to issuing more debt, countries are 
increasingly using complex and opaque forms of 
financing […] 
TAGS: Blog Transparency Best Practices Sovereign Bonds 
Yields Contract Standards Debt Policy 

 
Contested Authority: The Legal Framework for 
Ultra Vires Sovereign Debt and its Implications 
for Public Debt Transparency 
Sebastian Grund, Roshak Momtahen - IMF, 
Columbia University 
Despite the absence of a dedicated legal or 
institutional framework governing sovereign 
debt, the interests of government debtors and 
their creditors are balanced through a plethora of 

private and public ordering mechanisms. This 
Article looks at ‘ultra vires’ debt, or debt issued 
beyond the powers of the issuer, as an important 
element of the debtor-creditor relationship, and a 
potential source of tension. It describes a 
situation whereby a sovereign debtor issues a 
financial obligation in violation of its own 
domestic laws. […] TAGS: Institutional and 

Organizational Framework Accounting, Statistics, Reporting 
and Auditing Transparency 

 
Contract Standards 

 
Debt Pause Clauses Confront Their First Disaster: 
From Hurricane Beryl to Broader Policy 
Momentum 
Shakira Mustapha - Centre for Disaster Protection 
This policy brief examines the first real-world use 
of debt pause clauses - contractual mechanisms 
that allow sovereign borrowers to temporarily 
defer debt payments in the wake of a disaster. 
Following Hurricane Beryl in 2024, Grenada and 
St. Vincent and the Grenadines became the first 
countries to trigger these clauses, securing vital 
liquidity to support their crisis response. The brief 
explores how the clauses functioned in practice, 
their relationship with other financing 
instruments and offers critical guidance to 
improve how these instruments are designed, 
implemented and scaled as momentum builds 
toward broader adoption. […] TAGS: Escape Clauses 

Contract Standards Debt Sustainability Cost and Risk 
Financial Stability Sovereign Debt Transparency Sovereign 
Debt Risk Multilateral Financing Best Practices 

 

Macroeconomic Analysis 

 
Yet Another Potential Economic Shock to 
Emerging Economies 
Steven T. Kargman - Kargman Associates 
Tariffs have been front-page news for the last few 
months, virtually since the moment that the 
Trump Administration came into office. Along 
with this news has come considerable 
commentary on the impact the tariffs may have 
on the U.S. and the global economy and relations 
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between the U.S. and important trading partners 
such as China, Canada, Mexico, and the European 
Union (EU).  What has not been as widely 
discussed is the impact that the new tariffs and 
related trade tensions might have on the 
economies of emerging markets and developing 
economies (EMDEs) and, in particular, the extent 
to which the economic fallout from these 
developments creates the potential for 
heightened sovereign debt distress among these 
countries. […] TAGS: Blog Debt Sustainability Debt 

Distress Economic Forecasts 

 
The Deficit Narrative May Find its Cure in 
Artificial Intelligence 
Lance Roberts - RIA Advisors 
The “deficit narrative” has dominated the media 
lately as President Trump’s “Big Beautiful Bill” 
winds its way through Congress. The immediate 
concern is that this bill will add further to the 
U.S.’s current debt and deficit levels, like before. 
As we discussed recently in “Ray Dalio Predicts A 
Financial Crisis,” much of the concern stems from 
the recent CBO scoring of the bill, which projects 
a never-ending rise in debt. […] TAGS: Blog 

Macroeconomic Analysis Transparency Comparability Of 
Treatment Debt Statistics Debt Sustainability Debt and 
fiscal/monetary policies Debt Forecasts 

 
Fiscal Policy: Financing and Indebtedness 
Jing Cynthia Wu et al. - University of Illinois 
Urbana-Champaign 
We conduct a large-scale information randomized 
controlled trial (RCT) in five Eurozone countries to 
examine how households change their 
expectations regarding macroeconomic variables 
in response to a fiscal policy shock. While a 
positive shock to government spending is 
generally stimulative, we find its effects vary 
depending on the financing method and the 
country's level of public debt. When tax financing, 
fiscal multipliers are similar across countries with 
different debt-to-GDP ratios. However, a novel 
finding is that countries with higher debt levels 
exhibit smaller multipliers when fiscal policy is 
financed by issuing debt, and the relative 

effectiveness of debt-versus tax-financed 
spending hinges on a country's debt burden. To 
formalize the mechanisms behind this finding, we 
propose a New Keynesian model featuring fiscal 
discipline and proportional taxes. TAGS: 
Macroeconomic Analysis Debt-to-GDP Debt Burden Debt 
and fiscal/monetary policies Debt Sustainability Economic 
Forecasts Fiscal Risks Economic Policies Financial Analysis 

 
Partial Default and Exogenous Exchange Rate 
Shocks 
Joao Alejando Hernandez Calderon - Washington 
University in St. Louis 
Sovereign default decisions occur both in the 
extensive margin (whether or not to default) and 
in the intensive margin (how much to default). 
This paper focuses on the latter and builds on a 
partial default structural model with endogenous 
intensive margin decisions. In particular, I 
consider a fixed exchange rate regime 
environment where all nominal depreciations 
happen exogenously, and countries can decide 
how much to optimally default on their sovereign 
debt (partial default). I calibrate the model to the 
African Financial Community (CFA) franc zones,+ 
where the domestic currencies have been pegged 
to a foreign currency since 1945 (first the French 
franc and then the euro) with only one domestic 
nominal devaluation. The model demonstrates 
that nominal depreciations increase the debt 
burden on the economy, resulting in a higher 
percentage of partial defaults, which aligns with 
empirical evidence. In addition, a robust analysis 
shows that the existence of a sovereign default 
intensive margin reduces negative welfare effects 
of nominal depreciations by about 25%. TAGS: 
Macroeconomic Analysis Sovereign Defaults Debt Burden 
Debt-to-GDP Sovereign Debt Sovereign Debt Risk Debt and 
fiscal/monetary policies Exchange Rates Debt Sustainability 
Cost And Risk 
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Does Corruption Hinder the Contribution of 
Government External Debt to Economic Growth? 
Umida Yakubjanova - Institute for 
Macroeconomic and Regional Studies Uzbekistan 
The aim of this paper is to empirically investigate 
the impact of government external debt on 
economic growth while controlling corruption 
effect in Central Asia. The study also intends to 
determine whether or not the relationship 
between external government debt and 
economic growth represent any non-linear 
relationship. Methodology: To evaluate the effect 
of public debt on growth, the underlying research 
aims to comparatively consider the application of 
the bootstrap-based bias correction Fixed-effect 
and Generalized method of moments (GMM, 
Arellano-Bond, 1991) models based on the 
growth regression technique developed by Kumar 
and Woo (2010). The study employs data 
between 2000 and 2020. Findings: The impact of 
government external debt on growth is estimated 
to be negative in those countries where the level 
of corruption is high, but the effect is positive 
when it is true in the opposite order. In other 
words, the effect of public debt on growth is a 
function of corruption. TAGS: Macroeconomic Analysis 
Debt-to-GDP External Debt 

 
May Tax Evasion Help Control Public Debt? 
Rosella Levaggi et al. - University of Brescia 
We study the relationship between tax evasion 
and public debt in a dynamic macroeconomic 
framework with incomplete financial markets. In 
the model, utility-maximising entrepreneurs 
invest their endowments in risk-free government 
debt and risky capital production. The 
government finances unproductive spending 
using income taxes and debt. Entrepreneurs can 
evade taxes at the risk of audits and fines. We 
show that tax evasion opportunities increase 
entrepreneurs' consumption by reducing their 
precautionary motive and, consequently, their 
capital investments. As a result, tax evasion leads 
to slower economic growth and higher debt 
financing costs, increasing the debt-to-GDP ratio 

in equilibrium. Nevertheless, reducing effective 
tax rates through tax evasion results in a smaller 
increase in the debt-to-GDP ratio--but also slower 
growth--than an equivalent nominal tax cut under 
perfect tax enforcement. This difference arises 
because, unlike tax evasion, nominal tax cuts 
directly raise the marginal productivity of capital 
(and thus the risk-free rate) in equilibrium. TAGS: 
Macroeconomic Analysis Debt-to-GDP Debt Sustainability 
Debt and fiscal/monetary policies Fiscal Risks Debt 
Sustainability Economic Policies Financial Analysis 

 
The ECB's Pandemic Emergency Purchase 
Programme and Fiscal Policy: Synergies or 
Conflict? 
António Afonso, Jorge Braga Ferreira - ISEG 
We assess how countries’ fiscal policies during 
COVID-19 pandemic influenced the effects of the 
Pandemic Emergency Purchase Programme 
(PEPP) on sovereign bond Option-Adjusted 
Spreads. Using a cross-sectional regression model 
with country and time-fixed effects, we analyse a 
sample of 1,368 euro-denominated sovereign 
bonds issued between Q1:2018 and Q1:2022 in 19 
Eurozone countries. We consider the PEPP net 
purchases by country, and the fiscal policy is 
measured through changes in debt-to-GDP ratio 
and net lending/borrowing as a percentage of 
GDP. The results indicate that PEPP’s 
effectiveness in reducing spreads was strongly 
conditional on fiscal conditions, and then fiscal 
fundamentals condition the effectiveness of ECB 
interventions. In high-debt countries, PEPP did 
not lower spreads, which suggests that fiscal 
concerns remained dominant. […] TAGS: 
Macroeconomic Analysis Debt and fiscal/monetary policies 
Sovereign Bonds Yields Covid-19 Sovereign Debt Sovereign 
Spread Sovereign Debt Risk Cost And Risk Debt 
Sustainability 

 
Why Care About Debt-to-GDP? 
Jonathan Berk, Jules H. van Binsbergen - Stanford 
University and NBER, University of Pennsylvania 
and NBER 
We construct an international panel data set 
comprising three distinct yet plausible measures 
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of government indebtedness: the debt-to-GDP, 
the interest-to-GDP, and the debt-to-equity 
ratios. Our analysis reveals that these measures 
yield differing conclusions about recent trends in 
government indebtedness. While the debt-to-
GDP ratio has reached historically high levels, the 
other two indicators show either no clear trend or 
a declining pattern over recent decades. We 
argue for the development of stronger theoretical 
foundations for the measures employed in the 
literature, suggesting that, without such 
grounding, assertions about debt 
(un)sustainability may be premature. TAGS:   
Macroeconomic Analysis Debt-to-GDP Debt Sustainability 
Debt and fiscal/monetary policies Financial Analysis 

 
The Caribbean Challenge: Fostering Growth and 
Resilience amidst Global Uncertainty 
Nigel Clarke - IMF 
After a series of shocks over the past five years, 
the global economy seemed to have stabilized—
at steady but underwhelming rates, as compared 
with recent experience. However, the landscape 
has now changed. Major policy shifts have 
signaled a resetting of the global trading system. 
In early April, the US effective tariff rate jumped 
to levels not seen in a century. As a result, we 
significantly downgraded our most recent global 
growth projections in the April World Economic 
Outlook—by 0.5 percentage point for this year, 
from 3.3 to 2.8 percent; and 0.3 percentage point 
in 2026, from 3.3 to 3.0 percent. This represents 
the lowest global growth in approximately two 
decades, outside of 2020, the year of the 
pandemic. A natural question is: if trade tensions 
and uncertainty persist, what could be the impact 
on global growth? […] TAGS:  Multilateral Financing 

Financial Analysis Debt and Fiscal/Monetary Policies 
Structural Policies Sovereign Bonds Yields Economic 
Forecasts Financial Stability 

 
 

 

 

 

Fiscal Sustainability and Budgetary Inertia: When 
Checks and Balances Really Matter 
Facundo Piguillem, Alessandro Riboni - Einaudi 
Institute for Economics and Finance (EIEF), Ecole 
Polytechnique 
Public spending programmes, once established, 
become entrenched, making it hard for the next 
administration to cut them. For many, this inertia 
leads to bloated spending and makes debt 
unsustainable. This column argues that the link 
between budget inertia and fiscal sustainability is 
surprisingly not straightforward. It examines 
when fiscal reforms might be ineffective, showing 
that inertia may improve fiscal sustainability – 
especially when coupled with more consensual 
legislative decision-making. In the case of the US, 
it argues that enforcing the Senate’s 60% 
supermajority rule would lower US debt. […] TAGS: 

Structural Policies Debt Policy Debt and fiscal/monetary 
policies Debt Sustainability Financial Stability Cost and Risk 

 
The Feedback Effects of Sovereign Debt in a 
Country’s Economic System: A Model and 
Application 
Yaseen Ghulam, Sheen Liu - Al Yamamah 
University, Washington State University 
Many of the existing theoretical and empirical 
studies ignore the two-way relationship between 
a sovereign’s credit risk and economy. To address 
this gap, we develop a theoretical model that 
incorporates the feedback effects of sovereign-
debt credit risk on a country’s economy and then 
provide empirical implications. The model links 
the risks of sovereign debt and economic 
fundamentals through a two-way transmission 
mechanism. In doing so, it demonstrates how 
economic-fundamentals-driven sovereign-debt 
credit risk can have a significant impact on 
economic fundamentals through a feedback 
effect that has the potential to significantly raise 
the sensitivity of a country’s economic 
performance to shocks from both the credit risk 
associated with sovereign debt and economic 
fundamentals. […] TAGS: Debt And Fiscal/Monetary 

Policies Debt Policy Financial Stability Sovereign Credit 
Ratings Sovereign Risk Premia Financial Stability 
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The Impact of Public Debt on Interest Rates 
Jack Salmon - George Mason University 
When low interest rates persisted throughout the 
2010s, many economists began to view them as 
the new normal. As recently as 2020, Harvard 
economists Larry Summers and Jason Furman 
noted: “Markets suggest that five years out there 
is a 72 percent chance that nominal rates will be 
at their current level of effectively zero or even 
negative.”[1] In fact, after an upward trajectory in 
2021, the 10-year Treasury yield has averaged 
about 4.1 percent since 2022. While various 
structural factors, such as an aging population and 
foreign demand for Treasuries, did place 
downward pressure on interest rates for decades, 
the upward pressure on interest rates caused by 
a different set of factors has been downplayed—
particularly the upward pressure caused by 
growing public debt. […] TAGS: Macroeconomic 

Analysis Interest Rates Debt-to-GDP Debt Forecasts Debt 
and fiscal/monetary policies Debt sustainability Debt Policy 
Financial stability Sovereign bonds yields  Economic 
Forecasts Cost and Risk 

 
Peak Repayment: China’s Global Lending 
Lowy Institute 
Soaring debt repayments and a sharp reduction in 
lending have transformed China’s role in 
developing country finances from capital provider 
to debt collector. Mounting pressures from 
Chinese debts are especially severe for many of 
the world’s poorest and most vulnerable 
countries. A retrenchment in Western aid and 
trade is compounding these challenges while 
undermining any geopolitical advantage for the 
West. […] TAGS: Statistics Debt sustainability Financial 

stability Debt and fiscal/monetary policies Debt Statistics 
Cost and Risk Debt Policy 

 
Net Financing Flows to Developing Countries 
Remain Precariously Low 
Sara Harcourt et al. - One Data 
For the last few years, developing countries have 
been spending more money on debt repayments 
to official and private lenders than they are 

receiving in new loans. Investments in official 
development assistance have kept most countries 
above water. With countries like the US, France, 
Germany, and the UK announcing drastic cuts to 
development assistance – at least 23% by 2027 – 
low- and middle-income countries will struggle to 
access the affordable capital needed to stay 
afloat. The world is in the midst of a debt crisis. 
[…] TAGS: Statistics Concessional Finance Debt Crisis 
Multilateral Financing Debt Sustainability Financial Stability 
Debt Distress 

 
Europe’s Debt (Un)Sustainability: Looking 
Through Bohn’s Magnifying Glass 
Aleš Bulíř, Khyati Chauhan - IMF 
No large European countries and only few small 
ones have met the so-called Bohn rule during the 
past 40 years or so. The Bohn rule specifies that 
past increases of public debt need to be 
systematically compensated with current and 
future fiscal surpluses to stabilize debt at some 
steady-state level. We find that post-1980 
European fiscal primary balances have been 
driven by spending growth and consumption 
smoothing. The results change little between 
periods before and after the global financial crisis. 
[…] TAGS: Debt Sustainability Sovereign Debt Debt and 

fiscal/monetary policies Debt-to-GDP Debt Forecasts Fiscal 
risks Economic Forecasts Statistics Debt Statistics 

 
Long-term Projections of the World Economy 
Weifeng Larry Liu, Warwick Mckibbin - Australian 
National University 
This paper surveys long-term projections of global 
GDP per capita and presents our own projections 
through 2050 using a multi-country-multi-sector 
general equilibrium model (G-Cubed). Existing 
studies generally agree that global GDP per capita 
growth will continue to slow in the coming 
decades, driven by several global challenges such 
as rapid population ageing, slower technological 
progress, weaker capital investment, and 
stagnating educational attainment. […] TAGS: 

Economic Forecasts Structural policies Climate Change Debt 
and fiscal/monetary policies Debt and Growth Debt 
Sustainability Debt Policy Institutional and Organizational 
Framework 
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Monetary Policy and Fiscal Space: Evidence on 
Government Debt Sustainability 
Hakan Yilmazkuday - Florida International 
University 
This paper investigates the dynamic impact of 
monetary policy shocks on fiscal space measured 
by government debt sustainability across 20 
advanced and emerging economies from 1990-
2023. Employing a Bayesian panel structural 
vector autoregression model with eight robust 
fiscal measures, the study reveals critical insights 
into the evolving monetary-fiscal nexus. […] 
TAGS:Debt and fiscal/monetary policies Debt Sustainability 
Debt Policy Interest Rates Debt-to-GDP Structural Policies 
Debt and Growth Debt and Recession Debt Statistics 

 
Geopolitical Risk and Emerging Market 
Sovereign Risk Premia 
Fredy Gamboa-Estrada, José Vicente Romero - 
BIS, Banco de la República 
This study examines the determinants of 
sovereign risk, focusing on the impact of 
geopolitical risk in emerging market economies 
(EMEs) sovereign risk metrics. Using local 
projection techniques, we evaluate the effects of 
geopolitical risk on sovereign credit default swaps 
(SCDS) and emerging market bond indexes (EMBI) 
in EMEs, including the recent war between 
Ukraine and Russia. Our findings highlight the 
significance of considering geopolitical risk when 
analyzing risk premiums for emerging markets. 
Notably, we find that the impact of geopolitical 
risk shocks on SCDS is higher than the effect on 
EMBI spread dynamics. […] TAGS: Financial Analysis 

Cost and Risk Sovereign Risk Premia Sovereign Bonds Yields 
Sovereign Debt Risk Debt Sustainability 

 
Macroeconomic Developments and Prospects in 
Low-Income Countries—2025 
IMF 
The 70 low-income countries (LICs) in the IMF’s 
membership experienced steady but modest 
growth in 2024, with marked divergence across 
countries. While 11 of the 20 fastest-growing 
countries in 2024 were LICs, many of the poorer 

and often also fragile and conflict-affected 
countries saw virtually no progress in per capita 
incomes over the past 15 years. Gradual fiscal 
consolidation proceeded in about half of the LICs,  
supporting further stabilization of public debt 
levels, but elevated debt service continues to 
constrain priority spending in many LICs. Growth 
is expected to accelerate over the medium term, 
while recent policy announcements on trade 
measures and official development aid will add to 
already elevated uncertainty and downside risks 
surrounding the outlook. […] TAGS: Economic 

Forecasts Fiscal Risks Debt Sustainability Debt Policy 
Structural Policies Debt and fiscal/monetary policies 
Financial Stability 
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Policies to Reduce Federal Budget Deficits by 
Increasing Economic Growth 
Douglas W. Elmendorf, R. Glenn Hubbard, Zachary 
Liscow - Harvard University, Columbia University 
Could policy changes boost economic growth 
enough and at a low enough cost to meaningfully 
reduce federal budget deficits? We assess seven 
areas of economic policy: immigration of high-
skilled workers, housing regulation, safety net 
programs, regulation of electricity transmission, 
government support for research and 
development, tax policy related to business 
investment, and permitting of infrastructure 
construction. We find that growth-enhancing 
policies almost certainly cannot stabilize federal 
debt on their own, but that such policies can 
reduce the explicit tax hikes, spending cuts, or 
both that are needed to stabilize debt. We also 
find a dearth of research on the likely impacts of 
potential growth-enhancing policies and on ways 
to design such policies to restrain federal debt, 
and we offer suggestions for ways to build a 
larger base of evidence. TAGS:  Economic Policies 

Budget Deficit Debt-to-GDP Debt and Growth Debt and 
Fiscal/Monetary Policies Debt Reduction Debt 
Sustainability Economic Forecasts 
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Debt Ceiling Rules under Intermediate 
Commitment: Discussion Paper  
Fernando Arce, Alessandro T. Villa - Inter-
American Development Bank, Federal Reserve 
Bank of Chicago 
Fiscal rules can help countries with long-term 
debt overcome time-inconsistent default 
incentives, but enforcement is often imperfect. 
We integrate an optimal fiscal policy framework 
under partial commitment with a sovereign 
default model featuring long-term debt, 
introducing an endogenously announced debt 
ceiling as a fiscal rule. First, we analyze a baseline 
environment where governments announce a 
ceiling each period and incur a proportional cost 
for issuing above it. Second, we extend the model 
to a political economy setting with 
heterogeneous agents, where competing parties 
renegotiate the inherited ceiling, thereby 
microfounding the cost. The ceiling reduces debt 
dilution but limits fiscal flexibility. Calibrated to 
Argentina, our counterfactual shows that welfare 
gains from such a rule are possible but not 
guaranteed, a finding that persists in the fully 
microfounded model. TAGS:    Economic Policies Debt 

Ceiling Debt and fiscal/monetary policies Sovereign 
Defaults Debt Policy Institutional and Organizational 
Framework Debt Sustainability 

 
No Quick Fix: The Recovery and Resilience Plan 
and External Position in Greece 
Zamid Aligishiev,Robert Blotevogel - IMF, ESM 
European Stability Mechanism 
Greece has coped with large current account 
deficits and negative net foreign assets for a long 
time. Now, the country has an opportunity to 
address this vulnerability through the European 
Union’s Recovery and Resilience Facility (RRF) 
and its associated Recovery and Resilience Plan 
(RRP). The plan involves large public investments 
and reforms, aimed at boosting Greece’s long-
term potential. The crucial question is: can this 
ambitious plan fix Greece's external imbalances 
over the long run? Using a small open-economy 
model, we track how the RRP may affect savings, 
investment, and external balances. We find that: 

(i) a successful RRP/RRF can correct most of 
Greece’s external imbalances, through a large 
increase in public savings; (ii) the RRP/RRF is no 
magic bullet, as prudent macroeconomic policies 
will remain necessary to lock-in the positive 
effects over the long run. TAGS: Debt and 

fiscal/monetary policies External Debt Recovery and 
Resilience Facility Debt Sustainability Macroeconomic 
Analysis Multilateral Financing Structural Policies Cost And 
Risk 

 
Putting US Fiscal Policy on a Sustainable Path 
Karen Dynan, Douglas Elmendorf - Harvard 
University 
Even allowing for substantial uncertainty 
regarding projections, current US fiscal policies 
are almost certainly unsustainable. Therefore, 
policymakers must decide when and in what 
ways to change policies. Changing policies sooner 
rather than later would put debt on a lower 
trajectory and thereby increase national savings 
and provide insurance against adverse 
developments by expanding fiscal space, 
protecting against a persistent shortfall in 
economic growth, and reducing the chance of a 
fiscal crisis. […] TAGS: Debt Policy Debt and 

fiscal/monetary policies Debt Statistics Sovereign Bonds 
Yields Economic ForecastsDebt-to-GDP Debt Sustainability 
Financial Stability Debt and Growth Structural Policies 

 
Sovereign Debt Markets: Post-Pandemic 
Developments and Challenges 
Paolo Angelini - Bank of Italy 
Today, sovereign debt markets continue to be 
the backbone of complex and sophisticated 
financial markets. They are key for the 
transmission of monetary policy and central to 
financial stability, as they serve as a benchmark 
for pricing other bonds, as well as loans to firms 
and households. The resilience and smooth 
functioning of sovereign debt markets is critical 
for policymakers and authorities. Effective fiscal 
and monetary policies as well as financial stability 
hinge on them. Following the extraordinary 
shocks to the global economy in recent years, 
sovereign bond markets are adjusting to new 
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trends, which come with important challenges to 
policymakers, investors and debt managers. […] 
TAGS: Statistics Debt-to-GDP Debt Distress Spillover 
Effects Sovereign Bonds Yields Debt and fiscal/monetary 
policies Eurobonds Financial Analysis Sovereign Debt 
Market Debt Statistics 

 
Currencies Under Pressure: How Currency 
Fluctuations and Climate Risks Impact Debt 

Sustainability in SIDS and LDCs  
Ritu Bharadwaj, N. Karthikeyan, Balakrishnan 
Ananda Kumar - IIED 
Small Island Developing States (SIDS) and least 
developed countries (LDCs) are facing growing 
debt burdens, as volatile exchange rates, 
amplified by climate shocks, inflate the cost of 
servicing external debt. The reliance by SIDS and 
LDCs on US dollars for debt and trade is a critical 
vulnerability, with their fragile economies 
suffering massively from exchange rate volatility 
— fluctuations in currency value driven by global 
markets and local disruptions. Meanwhile, 
climate disasters disproportionately impact SIDS 

and LDCs, with greater frequency and severity 
compared to developed countries, and this 
burden directly undermines their currency 
stability. […] TAGS: Economic Policies Climate Finance 

Debt Sustainability Debt Restructuting Debt Distress 

 
Multilateral Financing 

 

Poorest Countries and Fragile States Are 
Increasingly Falling Behind 
Guillaume Chabert, Robert Powell - IMF 
The significant shocks that have buffeted the 
global economy over the past five years have 
weighed heaviest on low-income countries and 
fragile and conflict-affected states. The post-
pandemic recovery in low-income countries has 
lagged emerging market economies, which 
began their revival in 2021, though with 
significant differences. […] TAGS: Blog Multilateral 

Financing Debt Restructuring Debt and Growth 
Concessional Finance 

 

Reports 
 

Climate Resilient Debt Clauses and Beyond – Providing Breathing Space in Sovereign Borrowing  

Sustainable Sovereign Debt Hub 
The Roundtable on Climate Resilient Debt Clauses (CRDCs) and Beyond, held in Madrid on the 2nd of 
June 2025, brought together country representatives, bilateral and private creditors, Multilateral 
Development Banks (MDBs), and other stakeholders, including Credit Rating Agencies and civil society 
representatives, to build shared understanding around CRDCs and broader Debt Pause Clauses and 
advance the implementation of these clauses across the capital stack of borrowing countries. […] TAGS: 

Green Finance Climate Finance Climate Change Climate Resilient Debt Clauses Credit Rating Debt Sustainability Multilateral 
Financing Transparency Contract Standards Institutional and Organizational Framework Best Practices 

 
Drowning in Debt - Strategies to Overcome the Debt-Development Crisis  
Angeli Juani, Isabel Schmidt, Mayesha Alam - FP ANALYTICS 
The year 2025 marks a critical juncture for global development. With just five years until the 2030 
deadline, only around one-fifth of the UN Sustainable Development Goals (SDGs) targets are on track. 
Record-breaking global temperatures and carbon and fossil fuel emissions demonstrate a lack of 
progress on climate goals and pledges, with 2024 being the hottest year on record. Additionally, the 
impacts of the COVID-19 pandemic are still being felt across societies and sectors, not only impeding 
health outcomes but also reversing development gains more broadly. […] TAGS: Debt Crisis Debt Distress Debt 
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Ten Challenges Facing China’s Economy 
Alicia García-Herrero - Bruegel 
According to Chinese policymakers, the economic outlook is positive, despite the trade war ignited by 
President Donald Trump, and China’s growth target has been kept at 5 percent. However, to reach that 
level in 2024, China needed a massive $1 trillion trade surplus. Chinese trade is now threatened by a 
more protectionist external environment. Laxer fiscal policies have seen the official deficit eased from 3 
percent to 4 percent of GDP, the largest on record, and a less strict monetary policy. However, no 
stimulus has been announced – a rather conservative response to the external environment. […] TAGS: 

Structural Policies Debt and Fiscal/Monetary Policies Debt Sustainability Financial Stability Debt and Growth Debt-to-GDP 
Statistics 

 
The Jubilee Report: A Blueprint for Tackling the Debt and Development Crises and Creating the 
Financial Foundations for a Sustainable People-Centered Global Economy 
The Pontifical Academy of Social Sciences (PASS) 
The developing world is facing dramatic debt and development crises. A debt crisis should not be 
narrowly defined as a matter of countries defaulting on their obligations to creditors. For many nations, 
the real default is not a legal or financial one, but a social and development one: They are defaulting on 
their people, their environment, and their future. The historic commitments made in 2015 with the 
Sustainable Development Goals (SDGs), solemnly resolved by the UN General Assembly, are being 
voided. In the current geopolitical context, they are being repudiated by many governments in practice, 
and by some even in principle. To meet obligations to their external creditors, debt-distressed countries 
are sacrificing investments in education, healthcare, infrastructure, and climate resilience. Core aspects 
of national sovereignty are put into question as economic policy serves creditors rather than citizens. 
National politics is delegitimized if fiscal and financial policies are in the service of finance rather than in 
the service of development. […] TAGS: Contract Standards Institutional and Organizational Framework Debt 

sustainability Multilateral Financing Debt Distress Structural Policies Debt Restructuring Financial Analysis Debt and 
fiscal/monetary policies Cost and Risk Debt crisis Sovereign defaults Foreign Debt Sovereign Defaults Statistics Debt Policy 

 
The Resilience of Green Finance Markets: 2021-2025  
Jean-François Pons - Alphalex-Consult 
The purpose of this article is to assess the recent evolution of green financial markets and to consider 
their possible future. Financial markets offer a variety of instruments to finance green projects or 
activities, or the transition of companies to decarbonise their activities: Green bonds, Sustainable bonds 
(which finance both green and social projects), Sustainable linked bonds, Transition bonds […] TAGS: Green 

Finance Primary Market Statistics Economic Forecasts Sustainable Finance 

 
Update of the Public Financing of the Green Deal in 2024: European Union Budget, Next Generation 

EU and European Investment Bank  

Olivia Trinh, Jean-François Pons - Alphalex-Consult 
The analysis of public financing for the European Green Deal in 2024 highlights a mixed trend. On the 
one hand, the overall budget dedicated to climate and environmental objectives under the Multiannual 
Financial Framework (MFF) has experienced a 4.4% decline compared to 2023. This suggests that 
budgetary constraints and shifting political priorities may be impacting financial commitments towards 
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the Green Deal. On the other hand, the Next Generation EU (NGEU) instrument continues to play a 
significant role in financing the green transition, with a rather small increase in disbursements compared 
to previous years. As of March 2025, total RRF payments have reached €306.15 billion, with €58 billion 
directly allocated to the green transition pillar. This underscores the continued relevance of the Recovery 
and Resilience Facility (RRF) in supporting climate-related investments. Despite the importance of these 
funding mechanisms, access to precise and up-to-date information on the overall amount of public funds 
disbursed remains a challenge. […] TAGS: Green Finance Debt and Fiscal/Monetary Policies Structural Policies 
Financial Stability Debt And Growth  Statistics 

 
EuroFi Monetary Scoreboard April 2025 
Jacques de Larosière, Didier Cahen - EuroFi 
This Scoreboard aims to analyse the evolution of monetary policy and central bank decisions and their 
impact on financial stability and the real economy over the last two decades, using a comprehensive set 
of data1 . The size of central banks’ balance sheets in relation to GDP has never been so high. This 
document opens the debate on monetary policy and the need to change course by presenting key figures 
and charts. During the Global Financial Crisis (GFC), the EU Sovereign Debt, and Covid-19 crises, central 
banks played a crucial role, intervening on an unprecedented scale to keep financial markets liquid, 
stabilise the financial system, and prevent the economy from falling into a tailspin. In addition, in Europe, 
the ECB’s actions mitigated financial fragmentation in sovereign and corporate bond markets. […] TAGS: 
Structural Policies Debt and Fiscal/Monetary Policies Financial Stability Debt Sustainability 

 
EuroFi Macroeconomic Scoreboard April 2025 
Jacques de Larosière, Didier Cahen, Elias Krief - EuroFi 
During the past 25 years, the European Union (EU) has accumulated a significant economic performance 
gap with the rest of the world, particularly the United States (US). One of the most striking aspects of 
this disparity, as this scoreboard shows, is the persistent difference in growth, productivity, and 
investment levels. Consequently, the Euro area needs to get on the right track: strengthen fiscal 
responsibility, fight persistent inflation, implement more supply-side reforms aimed at raising 
productivity and promote equity financing, as well as take steps to complete the Banking Union and 
implement the Capital Markets Union. But these steps can only be contemplated if sufficient discipline 
begins to reverse the trend of ever-increasing economic heterogeneity across Member States […] TAGS: 
Structural Policies Debt and Fiscal/Monetary Policies Financial Stability Debt Sustainability 

 
U.S. Treasury Market Functioning from the GFC to the Pandemic 
Tobias Adrian, Michael Fleming, Kleopatra Nikolaou - Federal Reserve Bank of New York 
This article examines U.S. Treasury securities market functioning from the global financial crisis (GFC) 
through the Covid-19 pandemic given the ensuing market developments and associated policy 
responses. We describe the factors that have affected intermediaries, including regulatory changes, 
shifts in ownership patterns, and increased electronic trading. We also discuss their implications for 
market functioning in both normal times and times of stress. We find that alternative liquidity providers 
have stepped in as constraints on dealer liquidity provision have tightened, supporting liquidity during 
normal times, but with less clear effects at times of stress. We conclude with a brief discussion of more 
recent policy initiatives that are intended to promote market resilience.  TAGS: Market Liquidity Debt policy 
Institutional and Organizational Framework Sovereign Bond Yield 
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Ukraine’s Narrow Path to Debt Sustainability 

Volker Ziemann - OECD 
While the economy has shown remarkable resilience, soaring defence expenditures of over 25% of GDP 
annually and weaker revenues have put the fiscal position under significant strain. Ukraine’s public debt 
is rising sharply, surging from less than 50% as a share of GDP in 2021 to almost 90% of GDP in 2024 and 
will most likely exceed 100% of GDP in 2025 and the coming years. As of end-2024, concessional 
financing constitutes nearly 60% of outstanding debt.  […] TAGS:    Debt sustainability Financial stability Debt and 

fiscal/monetary policies Foreign Debt Structural policies Blog 

 
OTC Derivatives Statistics (May 2025) 
BIS 
The over-the-counter (OTC) derivatives statistics capture the outstanding positions of derivatives 
dealers, mainly banks. They cover the outstanding notional value, market value and credit exposure of 
OTC foreign exchange, interest rate, equity, commodity and credit derivatives, as well as Herfindahl 
concentration measures. Dealers report on a worldwide consolidated basis, including the positions of 
their foreign affiliates and excluding intragroup positions. The statistics are collected under the auspices 
of the Committee on the Global Financial System and reported to the BIS at a country, rather than 
individual dealer, level. […] TAGS:   Statistics Derivatives Financial Stability 

 
Addressing Domestic Accountability Challenges in Public Borrowing and Debt Management 

International Budget Partnership 
Public debt is a powerful tool for development when managed responsibly. It can fund essential 
investments like infrastructure, healthcare, and education, driving economic growth and social progress. 
However, poorly managed debt leads to severe consequences, including economic stagnation, debt 
crises, and reduced spending on critical public services. These impacts disproportionately harm 
vulnerable populations and deepen inequality. […] TAGS: Accounting, Statistics, Reporting and Auditing 

Transparency 

 
America's National Debt Challenge 
Peter. G. Peterson Foundation 
America’s fiscal health and economic strength are closely linked. The national debt is also an issue of 
fairness for the next generation. Young Americans will be saddled with the weight of decisions made by 
those that came before them, unless thoughtful, forward-looking fiscal decisions are made to strengthen 
the country’s economic future. […] TAGS: Debt and fiscal/monetary policies Financial Stability Debt Sustainability 

Economic Forecasts Debt Policy 

 
Project Pine: Central Bank Open Market Operations with Smart Contracts 

BIS, Federal Reserve Bank of New York 
Continue implementing monetary policy operations in a tokenised world. Project Pine is a joint research 
study by the New York Fed's New York Innovation Center and the BIS Innovation Hub Swiss Centre that 
explores if and how central banks can implement monetary policy in a potential future state where the 
financial sector widely adopts tokenisation in wholesale markets. The project team successfully built a 
toolkit prototype using smart contracts. The prototype has the capability to pay interest on reserves and 
create facilities that temporarily exchange reserves for collateral (and vice versa), swap assets, and 
execute asset purchases and sales. […] TAGS: Debt and fiscal/monetary policies Financial stability Cost and Risk 
FinTech 
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Diversifying Client’s Debt Portfolios Through Japanese Yen (JPY) Financing 
World Bank 
IBRD Flexible Loan enables clients to borrow and convert existing loans in a variety of currencies, 
including JPY. After 2022, driven by the widening interest rate gap between USD and JPY, there was an 
eightfold increase1 in clients seeking JPY-denominated financing. […] TAGS: World Bank Sovereign Debt Market 

Multilateral Financing 

 

 News 
 

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 cover 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. 

 

 Events and Courses
 

JULY 
 
9-10 July 2025: SOAS University of London, ADB 
- Tokyo, Japan 
Conference on “Accelerating Climate Action in 
Asia: Fiscal Policy Solutions” 

 
14-18 July 2025:  Joint Vienna Institute, IBRD 
sponsoring organization – Wien, Austria 
Government Debt Management Performance 
Assessment Tool (by invitation) 

 
25-26 July 2025: CESifo - Munich, Germany 
CESifo Area Conference on Macro, Money, and 
International Finance 2025 

 
AUGUST 
 
4-8 August 2025: Joint Vienna Institute. 
Sponsoring Organization: IMF - Wien, Austria 
Public Sector Debt Statistics – Fundamental 

 
 
 
 

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

 
SEPTEMBER 

 
1-2 September 2025: Climate Bonds 
Mumbai: Climate Bonds CONNECT 2025 

 
4-5 September 2025: Banca d’Italia - Rome, 
Italy 
XXIII Banca D’Italia Public Finance Workshop 

 
9-10 September 2025: OECD  - Paris, France 
OECD Global Forum on Public Debt 
Management 

 
11 September 2025: Climate Bonds - Hong Kong 
Maritime Museum, Hong Kong 
Hong Kong: Climate Bonds CONNECT 2025 

 
11-12 September 2025: The Hong Kong 
Institute for Monetary and Financial Research 
(HKIMR), the Hong Kong Academy of Finance 
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and Hong Kong Monetary Authority - Hong 
Kong 
20th Central Bank Conference on the 
Microstructure of Financial Markets 

 
16 September 2025: OMFIF, Luxemburg 
European Sovereign, Supranational and Agency 
Forum 

 
23-25 September 2025: ADB - ADB 
Headquarters, Manila Philippines 
5th Asia Finance Forum 

 
24 September 2025: Bank of England, Banque 
de France, Banca d’Italia, IMF, OECD - Banque 
de France, Paris, France 
6th Joint Bank of England – Banque de France – 
Banca d’Italia – IMF – OECD Workshop on 
International Capital Flows and Financial 
Policies 

 
25-26 September 2025: World Bank, ODI 
Global, IFS – London, UK 
7th World Bank/ODI Global/IFS Public Finance 
Conference 

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

 
OCTOBER 

 
13-15 October 2025: Georgetown Law, Institute 
of International Economic Law, Sovereign Debt 
Forum, Princeton Sovereign Finance Lab - 
Washington DC, USA 
DebtCon8 

 
22 October 2025: Climate Bonds - London, UK 
Global: Climate Bonds Connect 2025 

 
 
 

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

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

 
DECEMBER 
 
1 December 2025: Finance for Development 
Lab and the Shanghai Institutes for 
International Studies (Siis) - Shanghai, China 
2025 Shanghai Workshop 

 

2026 
 

FEBRUARY  
 
26-27 February 2026: National Bureau of 
Economic Research - Cambridge, MA 
Long-Term Fiscal Policy: The Economics of Debt 
and Deficits 

 
SEPTEMBER 
 
10-11 September 2026: PDM Network - Paris, 
France 
4th Public Debt Management Conference 

 

 Call for Papers 
 

DL 11 July 2025: Central Bank of Trinidad and 
Tobago - Hybrid 
Call For Papers: Research Review Seminar 2025 
- Navigating the Triple D’s: Implications of De-
Globalisation, Decarbonisation and 
Digitalisation for the Caribbean Region 
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DL 15 July 2025: ASB/Banco Central de 
Chile/CEPR/ERSA - Santiago de Chile, Chile 
Call for Papers: 4th Workshop on 
Macroeconomic Policy in Emerging Markets (8 
Jan 2026 - 9 Jan 2026) 

 
DL 17 July 2025: NBER - Cambridge, 
Massachusetts 
Call for Papers: Inflation: Frontiers of Research 
and Policy 

 
DL 31 August 2025: Zzf-Potsdam – Potsdam, 
Germany 
Call for Papers, Conference: Age of Finance? 
Money, Government and Society since the 
1970s 

 
DL 16 October 2025: NBER - Cambridge, 
Massachusetts 
Call for Papers: Long-Term Fiscal Policy: The 
Economics of Debt and Deficits 

 
DL 31 October 2025: Science Direct - Journal of 
Macroeconomics 
Call for Papers: Fiscal Policy, Monetary Policy, 
and Debt Sustainability 

 
DL 27 February 2026: PDM Network - Paris, 
France 
Call for Papers 4th Public Debt Management 
Conference 
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