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The PDM Network Bimonthly Newsletter offers a carefully curated selection of recent papers, reports,
commentaries, blog posts, job opportunities, training courses, calls for papers, and upcoming events
related to public debt management worldwide. All featured documents are also accessible on the PDM
Network website. The most significant resources, as identified by the PDM Network Secretariat, are

highlighted in grey for easy reference. The Newsletter is published every two months (in January, March,
May, July, September, and November).

We welcome your suggestions for relevant documents, news, and events. Please contact the PDM
Network Secretariat, and we will gladly share selected contributions with our Network.
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CALL FOR PAPERS: February 27, 2026 - Deadline Approaching!

4th Public Debt Management Conference September 10-11, 2026 | Paris, France

PDM Network

The Public Debt Management Conference brings together debt managers, policymakers, academics, and
market participants to discuss key developments, challenges, and innovations in sovereign debt
management. [...]

Summary 8th Webinar of the PDM Network — Public Debt Transparency: Flavor of the Month and a

Menu of Options

PDM Network

The 8th webinar of the Public Debt Management Network examined the evolving and multifaceted

concept of public debt transparency. The session explored why transparency has become central in

international policy debates, the operational challenges it presents, and the new opportunities it offers
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for debt managers and stakeholders. Featured speakers included Anna Gelpern (Scott K. Ginsburg
Professor of Law and International Finance, Georgetown University; Senior Fellow, Peterson Institute for
International Economics) and Diego Rivetti (Senior Debt Specialist, Global Macro and Debt Unit, World
Bank).

Special Focus

Unpacking Repo Haircuts and their Implications for Leverage

Felix Hermes, Maik Schmeling, Andreas Schrimpf - BIS

Haircuts vary with repo trading motives, notably whether market participants primarily seek to raise
cash or gain access to a specific security. Haircuts tend to increase with repo maturity and are lower for
less volatile collateral assets. Benchmark sovereign bonds are often associated with subdued haircuts.
Zero-haircut borrowing is common in hedge fund repo activity, with the largest hedge funds benefiting
from the lowest haircuts, enabling very high levels of leverage. [...] Keywords: Financial Analysis; Repo
Market; Statistics

Sovereign Transition: Unlocking the Investment Opportunity 7

Climate Bonds Initiative

This report presents a set of best practice recommendations on sovereign transition planning to support
sustainability investors in their sovereign engagement strategies. It can also inform sovereigns on the
transition planning processes they can implement to improve their ability to drive and finance the
transition. Robust planning will not only improve the sustainability credentials of the sovereign itself,
but also provide the corporate and financial sectors with more transition investment opportunities [...]
Keywords: Green Bonds; Green Finance; Primary Market; Transparency; Best Practices; Bond Market
Development; Accounting; Debt Management; Structural Policies; Debt Policy

Building an Effective Sovereign Borrowers’ Club

Homi Kharas, Mahmoud Mohieldin - Center for Sustainable Development (Brookings Institution), UN
Special Envoy on Financing Sustainable Development and Co-Chair Expert Group on Debt

Even though creditor coordination has long been institutionalized, borrower countries have often been
discouraged from sharing information. Creating a mechanism that enables these countries to discuss
technical issues, access capacity-building assistance, and coordinate actions would improve debt
sustainability. One of the most promising ideas in the Seville Commitment (Compromiso de Sevilla),
which heads of state and government adopted in July, is the creation of a platform for borrower
countries, supported by existing institutions and facilitated by a United Nations secretariat. This simple
but potentially transformative concept could shift the balance of information and influence, which has
long favored creditors. [...] Keywords: Institutional and Organizational Framework; Transparency; Debt Policy;
Debt Sustainability; Financial Stability; Structural Policies

The Complex Linkages Between Euro Area Insurers and Sovereign Bond Markets 7

Stefano Corradin et al. - ECB, EIOPA

Over the past decade, euro area insurers have been challenged by the prolonged period of low interest
rates until 2022 and climate-related risks, particularly for property and casualty insurers. This column
shows that the balance sheets of euro area insurers have become less liquid and more sensitive to
market conditions. However, insurers still rely heavily on holdings of sovereign bonds — particularly
domestic ones — and tend to sell these assets to fund large claims after natural disasters. [...] Keywords:
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Financial Analysis; Structural Policies; Debt Sustainability; Institutional Investors; Debt and fiscal/monetary
policies; Financial Stability

China's Lending to Developing Countries: From Boom to Bust

Sebastian Horn, Carmen M. Reinhart, Christoph Trebesch - University of Hamburg, Harvard Kennedy
School, Kiel University

This paper provides a comprehensive overview of China's lending to developing countries—a central
feature of today's international financial system. Building on our previous research and the work of
others, we document the scale, destination, and terms of China's overseas lending boom, as well as the
lending bust and defaults that have followed. We compare China's lending boom to past boom-bust
cycles and discuss the implications of China's rise as an international creditor on recipient countries and
sovereign debt markets. The evidence indicates that Chinese state banks are assertive and commercially
sophisticated lenders. For recipient countries, however, the jury is still out: it remains to be seen
whether the gains from China's lending—through growth and improved infrastructure—will outweigh
the more immediate burdens of debt service or the multifaceted costs of default. Keywords: Cost and
Risk; Sovereign debt market; Debt Crisis; Multilateral Financing; Debt distress; Sovereign defaults; Debt-to-GDP;
Statistics; Transparency

International Debt Report 2025

World Bank

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

Debt Policy of GDP in two years, while spending levels were

not adjusted. [...] Keywords: Blog; Debt Policy; Debt

Oman’s Fiscal Reform: How a Gulf Nation is and fiscal/monetary policies; Debt Reduction;
Strengthening its Public Finances Structural Policies

Jasmin Chakeri et al. - World Bank
What happens when an oil-rich country suddenly Exorbitant Politics? The Future of U.S. Debt and
sees oil prices cut in half? This is what many Gulf Fiscal Polic

Cooperation Council (GCC) countries faced in  -@yna Mosley - Princeton University
2014, when crude oil prices tumbled from over By virtue of the global role of the U.S. dollar and

$100 a barrel to just around $50. In Oman, a the U.S. leadership of the global financial system,
' the U.S. government has been able to borrow

large amounts, on generous terms. The United
States has therefore avoided politically fraught
decisions related to taxation and spending, while

country that has long relied on hydrocarbon
exports and revenue, the oil price drop was a
painful shock to its public finances. Government
revenues dropped from 40 percent to 26 percent
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exercising political leverage globally. Now, U.S.
government actions generate uncertainty and
instability; they undermine the rules-based liberal
international order from which the U.S.
benefitted greatly. Eroding rule of law,
accountability and transparency raise the specter
of political risk in U.S. sovereign bond markets. As
a result, servicing the large U.S. federal
government debt and maintaining dollar
dominance will become more difficult. Keywords:
Debt Policy; Debt Sustainability; Debt Crisis; Debt and
fiscal/monetary policies; Debt-to-GDP ratio; Cost and
Risk

How  the Swiss Debt Brake can
Improve the US Debt Ceiling

David K. Young, John Gardner, Luis Bourgeois -
The Conference Board

The United States is one of only two countries that
restricts the amount of outstanding debt that the
Federal government can hold; despite this, the US
national debt continues to grow rapidly. The
experience of the Swiss debt brake is a positive
example of a reform the US can consider to
constrain the growth in the national debt. [...]
Keywords: Best Practices; Debt Policy; Debt
Sustainability; Financial Stability; Structural Policies

Cost and Risk

The Future of Public Debt Management in an Era
of Digital Finance

Ramil Abbasov - Modern Diplomacy

Public debt has always been a central concern of
governments, economists, and financial
institutions. In the 20th century, the question
was whether sovereign debt could be sustained
without triggering inflationary spirals or default.
In the early 21st century, the conversation
shifted toward fiscal rules, transparency, and
sustainability in the face of crises like the 2008
global financial meltdown and the COVID-19
pandemic. [...] Keywords: Cost and Risk; Structural
Policies; Institutional and Organizational Framework;
Fintech; Financial Stability; Tokenisation;
Transparency; Debt Sustainability; Debt Management

Debt, Distrust, and Democratic Dilemmas: How

Public Perceptions Can Shape Fiscal Policy

Francesco Bianchi, Era Dabla-Norris, Salma Khalid
- Johns Hopkins University, IMF

Public debt has surged globally in the aftermath
of the COVID-19 pandemic. As governments face
mounting pressure to consolidate budgets,
public support for fiscal reform becomes critical.
Yet, new cross-country evidence from a large-
scale international survey reveals that citizens
often misjudge debt levels, misunderstand fiscal
mechanics, and anticipate personal losses from
consolidation efforts. These perceptions are
shaped by both cognitive biases and historical
experience and pose considerable challenges for
policymakers as they grapple with bringing debt
down. This note synthesizes findings from a
recent survey of 27,000 respondents across 13
countries with varying levels of public debt,
highlighting the role of misperception, memory,
and mistrust in shaping the politics of debt. It
concludes with policy recommendations for
improving fiscal communication and rebuilding
public trust. Keywords: Cost and Risk; Debt and
fiscal/monetary policies; Debt Policy; Transparency;
Behavioural Finance

African Debt, Climate Change and the I1CJ Z
Daniel Bradlow - SAIIA

The negotiations pertaining to sovereign debt
crises place African sovereign debtors on the
horns of a dilemma. On the one hand, there is the
obvious truism that sovereign debt transactions
are based on binding and enforceable contracts.
Consequently, it is unsurprising that creditors
insist negotiations relating to sovereign debt
crises focus primarily on the financial and legal
terms of the contract. On the other hand, it has
long been recognised that sovereign debt crises
are not purely financial or contractual in nature.
[...] Keywords: Cost and Risk; Debt Crisis; Climate
change; Debt Restructuring; Contract standards;
Sovereign debt; Institutional and Organizational
Framework
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Financial Fragmentation as a Vulnerability in
Euro Area Bond Markets

Benjamin Mosk, Nander de Vette - IMF, De
Nederlandsche Bank

As European governments scale up investment,
bond market stability is more critical than ever.
This column shows that financial fragmentation
can undermine that stability by amplifying the
sensitivity of both sovereign and corporate credit
markets to global risk shocks. Crucially, this
vulnerability affects jurisdictions across the euro
area [..] Keywords: Structural Policies; Financial
Stability; Sovereign Debt Market; Sovereign Debt
Risk; Financial Stability; Financial Analysis

Using China’s Central Government Balance
Sheet to “Clean up” Local Government Debt is a
Bad Idea

Micheal Pettis - Carnegie China

By the end of June 2025, China’s total social
financing—the most widely-used measure of
total credit in the Chinese economy—stood at
RMB 430.2 trillion, up 8.9% vyear-on-year. In
comparison, nominal GDP grew just 4.1% over
the same period. As a result, China’s total social
financing climbed from 303% of GDP at the end
of 2024 to 309% six months later. According
to the IMF, debt has grown so rapidly in China
that the nation accounts for more than half of the
increase in the global economy’s debt-to-GDP
ratio since 2008 [...] Keywords: Subnational Debt;
Cost and Risk; Debt Distress; Debt and
fiscal/monetary policies; Financial Stability; Debt
Sustainability; Debt Statistics; Buybacks & Exchanges;
Accounting

Dynamics of Sovereign Debt: Credit Risk and
Sustainability Analysis

Karolina Bassa, Rama Cont - University of Oxford
Authors propose an empirically grounded
guantitative framework for modeling sovereign
credit risk and evaluating the sustainability of
sovereign debt. They study the impact of fiscal
and public investment policies on the sovereign’s
borrowing cost and credit risk in the presence of
stochastic output shocks and credit-sensitive

funding from investors, with a focus on the
dynamics of liquidity flows and the sustainability
of sovereign debt. The model is able to replicate
a range of empirical observations on sovereign
credit risk and sovereign defaults, in particular
Argentina’s 2001 default and Greece’s 2012 debt
restructuring events, with realistic dynamics for
debt, spreads and credit ratings conditional on
output. The framework is useful for debt
sustainability analysis and to estimate the impact
of fiscal policy on debt and output. Finally,
authors propose a transparent methodology for
sovereign credit ratings based on this approach.
[...] Keywords: Sovereign Debt; Debt Sustainability;
Financial Stability; Debt and fiscal/monetary; Cost
and Risk; Sovereign Risk Premia; Sovereign Debt Risk;
Sovereign Credit Ratings; Transparency; Sovereign
Defaults

Accounting, Statistics, Reporting and

Auditing

Why Care about Debt-to-GDP

Jonathan B. Berk, Jules H. van Binsbergen -
Stanford University, University of Pennsylvania
We construct an international panel data set
comprising three distinct yet plausible measures
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. [..]
Keywords: Debt-to-GDP; Accounting; Debt Statistics;
Debt Sustainability; Statistics; Accounting Standards



https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/GOALS/Cost-and-Risk/Documents/Document-346536345.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/GOALS/Cost-and-Risk/Documents/Document-346536345.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/GOALS/Cost-and-Risk/Documents/Document-07112025_2.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/GOALS/Cost-and-Risk/Documents/Document-07112025_2.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/GOALS/Cost-and-Risk/Documents/Document-07112025_2.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/GOALS/Cost-and-Risk/Documents/Document-07112025.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/GOALS/Cost-and-Risk/Documents/Document-07112025.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/TRANSPARENCY/Accounting-Statistics-Reporting-and-Auditing/Documents/Document-452352423432.html

PDM
NETWORK
Bimonthly Newsletter

What Makes Debt Data Transparent? Standards,
Coverage, and Timely Reporting

Kifaye Didem Bayar, Prateek Samal - World Bank
Debt transparency is frequently cited, but rarely
defined with precision. Aggregated totals are
frequently presented as disclosure, with periodic
headline figures cited as proof; others point to
press statements that offer little detail. Real
transparency goes further. It is not a label, but a
quality standard of debt information that enables
policymakers, markets, citizens, and other
stakeholders to see the whole picture and make
informed  decisions. [...] Keywords: Blog;
Accounting, Statistics, Reporting and Auditing;
Transparency; Statistics; World Bank

Primary Markets

The Case for a New Floating Rate Treasury Note
Darrell Duffie, Donald R. Wilson, Jr. - Stanford
University, DRW

The accelerating digitization of financial markets
creates a clear and immediate need for a
sovereign instrument that combines the safety of
U.S. Treasury credit, the liquidity of overnight
funding, and the transparency of on-chain
settlement. The Treasury has an opportunity to
meet this demand and to increase financial
stability in digital-asset markets by issuing a new
security, Perpetual Overnight Rate Treasury
Securities (PORTS). These notes would be issued
and redeemable at par, daily. [..] Keywords:
Primary Market; Financial Analysis; Financial Stability;
Sovereign Debt

Financial Analysis

Sovereign Default and the Decline in Interest
Rates

Max Miller, James D. Paron, Jessica A. Wachter -
Harvard Business School, Stanford Graduate
School of Business, Wharton University of
Pennsylvania

Sovereign debt yields have declined dramatically
over the last half-century. Standard explanations,

including aging populations and increases in asset
demand from abroad, encounter difficulties when
confronted with the full range of evidence. We
propose an explanation based on a decline in

inflation and default risk [...] Keywords: Sovereign
Defaults; Sovereign Bonds Yields; Interest Rates;
Sovereign Debt Risk; Financial Analysis

Bond Outlook: A Robust Market Underscores
Nimble Investing

Chitrang Purani, Damien McCann, Xavier Goss -
Capital Group

The bond market is riding into 2026 on powerful
tailwinds: a resilient economy, strong
investments in Al and rate cuts from the Federal
Reserve. Yields that remain elevated relative to
levels seen in the decade following the global
financial crisis also point to solid return potential.
[...] Keywords: Sovereign Debt Market; Financial
Analysis; Sovereign Bonds Yields: Market Liquidity:
Interest Rates; Economic Forecasts

Steep Curves and Fiscal Crossroads

Ulrich Stephan et al. - Deutsche Bank

Yield curves remain steep across major markets,
driven by fiscal pressures and structural shifts
despite policy easing. Elevated deficits and rising
issuance are shaping long-end vyields globally,
reinforcing the “higher for longer” narrative. In
Europe, spreads reflect national fundamentals,
while UK gilts and JGBs face unique structural and
policy challenges. [..] Keywords: Economic
Forecasts; Debt Forecasts; Financial Analysis;
Sovereign Bonds Yields; Market Liquidity; Cost and
Risk

When High Debt Dampens Fiscal Power: How
Public Debt Shapes iMPCs and Fiscal
Transmission

Stefano Grancini - Nova School of Business and
Economics

Public debt levels have reached historical highs,
reigniting concerns about whether fiscal policy
can still provide effective macroeconomic
stabilization. This Policy Brief presents new
empirical and theoretical evidence showing that
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fiscal multipliers decline when public debt is high
because larger debt stocks lower households’
intertemporal marginal propensities to consume
(iMPCs). Combining reduced-form estimates for
the United States and OECD countries with a
quantitative Heterogeneous-Agent New
Keynesian (HANK) model, the analysis
demonstrates that higher public debt raises
equilibrium real interest rates and shifts wealth
toward low-MPC households. These forces
reduce the responsiveness of consumption and
output to fiscal stimulus. The findings highlight
that the composition of debt holdings and the
distribution of wealth — not merely the average
debt-to-GDP  ratio — are crucial for
understanding the effectiveness of fiscal policy in
high-debt environments. Keywords: Financial
Analysis; Debt and fiscal/monetary policies; Debt-to-
GDP ratio; Debt Composition; Debt Sustainability

The Geopolitics of Debt Sustainability Analysis
Mengfan Cheng, Peter Rosendorff, Sujeong Shim
-NYU

Debt crises in developing countries are becoming
increasingly prominent. To promote sustainable
sovereign  borrowing and lending, the
International Monetary Fund and the World Bank
jointly assess countries’ debt risks and issue Debt
Sustainability  Analysis  (DSA). Since its
introduction in 2005, the DSA framework has
become a cornerstone of sovereign lending and
borrowing, guiding both public and private
lending  practices. [..] Keywords: Debt
Sustainability; Statistics; Financial Analysis; Sovereign
Debt Risk; Sovereign Debt; Multilateral Financing;
Sovereign Credit Ratings; Reporting and Auditing;
Debt Forecasts

Long Read: De-dollarisation Gathering

are impossible to stop. The Chinese yuan is the
leading contender to replace the dollar. Globally
the yuan still accounts for a small share of
international trade, but there are growing
pockets where it dominates. In Russia’s case,
Beijing and Moscow settle almost all their trade
in national currencies now, up from nothing pre-
war. That makes a large patch of land in what was
the Soviet Union that is now almost de-dollarized
already. [...] Keywords: Financial Analysis; Financial

Stability; Debt Sustainability; Cost and Risk; Sovereign
Debt Risk

Impact of Physical Climate Risks on Financing
Costs of China’s Local Government Financing
Vehicle Bonds Z

Chun Tang, Guangjin Chai, Jie Gao - University of
International Business and Economics (UIBE)
Physical climate risks significantly raise financing
costs for China’s local government debt, with
compound extremes posing a particularly severe
threat. Analyzing 19,761 Local Government
Financing Vehicle (LGFV) bonds from 2014 to
2023, this study uses extreme temperature and
precipitation days to proxy for climate risk.
Results show that the individual risks and the
compound risk comprised of the two significantly
increase bond issuance spreads. Crucially, the
economic impact is dramatically amplified when
risks compound, as with “heavy rainfall
accompanied by extreme heat”, reflecting
investor pricing of non-linear climate impacts [...]
Keywords: Sovereign Risk Premia; Subnational Debt;
Sovereign Spread; Sovereign Debt Market; Sovereign
Bonds Yields; Cost and Risk; Primary Market; Climate
Finance

Earthquakes and Emerging Market Sovereign
Bond Spreads

Momentum, Driven by Geopolitics _and
Ballooning Debt Fears

Ben Aris - BNE IntelliNews

De-dollarisation is gathering momentum, but the
process of switching to settling global trade in
multiple currencies is going at a glacial pace. The

problem is that once glaciers start moving, they

Rabah Arezki et al. - Université Clermont
Auvergne

We study how sovereign bond markets respond
to earthquakes in emerging markets, using data
from 96 countries between 2012 and 2023. While
earthquakes raise spreads on average, the effect

depends critically on state capacity. In low-
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capacity countries, spreads rise sharply and
persist; in high-capacity states, they remain
stable or fall. These effects appear immediately,
last several months, and are robust to multiple
controls and placebo tests. Our findings suggest
that markets interpret disasters not simply as
economic shocks but as institutional stress tests,
penalizing fragile states. Institutional quality, in
this context, acts as disaster insurance. Keywords:
Financial Analysis; Sovereign Bond Yield; Sovereign
Spread; Debt Sustainability; External Debt; Sovereign
Debt Risk; Liquidity Risk; Debt and fiscal/monetary
policies

The Sovereign Greenium: Big Promise but Small
Price Effect 7

Ugo Panizza et al. - Geneva Graduate Institute and
CEPR

This paper investigates the existence, magnitude
and drivers of the sovereign greenium: the yield
discount on sovereign and quasi-sovereign green
bonds relative to conventional bonds. Using a
dataset of 332 matched pairs of green and
conventional bonds issued between 2014 and
2023 by sovereigns, sovereign-backed agencies,
and multilateral development institutions, we
analyze secondary-market pricing to capture
both cross-sectional and time-varying
heterogeneity. We find a small but statistically
significant greenium, averaging about 2 basis
points for advanced economies and nearly 13
basis points for emerging markets. The greenium
is larger for lower-rated issuers and increases
when climate transition risks become more
salient or when issuers are more vulnerable to
climate change. Interaction effects indicate that
global awareness of transition risks and domestic
climate vulnerability jointly amplify the
greenium. [...] Keywords: Financial Analysis;
Sovereign Debt Market; Primary Market; Secondary
Markets; Contract Standards; Cost and Risk; Climate
Finance; Green Bonds; Sovereign Bond Yields;
Statistics

Municipal Bonds: Fiscal 2026 State Outlook
John Ceffalio - Northern Trust Asset Management
The economy slowed during the first half of 2025
but avoided recession. Interest rates have
remained higher for longer than expected,
although Federal Reserve cuts are likely in the
coming months. State tax revenues have
remained strong, as the economy stayed resilient
and capital gains boosted income tax revenues.
States are generally well-prepared for potential
economic weakness due to strong reserves,
moderate fixed costs, and their ability to adjust
to changing conditions. [...] Keywords: Subnational
Debt; Financial Stability; Bond Market Development;
Economic Forecasts; Sovereign Debt Market;
Sovereign Bonds Yields; Financial Analysis

Putting Debt-Strapped
Sustainable Path
Indermit Gill - World Bank
A paradox is unfolding across developing
economies. On the bright side, inflation is finally
abating. The oppressive interest rates of the last
five years are beginning to ease, suggesting that
the crushing debt service burdens many
countries have faced might start to shrink. For
the right price, foreign bond investors are once
again willing to provide financing, allowing many
countries to stave off default. [...] Keywords: Blog;
Cost and Risk; Debt Sustainability; Interest Rates;
Debt Crisis; Debt Restructuring; Debt and
fiscal/monetary  policies; World Bank; Debt
Composition

Institutional and Organizational
Framework

Diversifying Sovereign Risk in the Euro area:
Empirical Analysis of Different Policy Proposals

Christian E. Castro, Angel Estrada Garcia, Gonzalo
Ferndndez Dionis - Caixabank, Banco De Espafia,
GWU

The 2010 sovereign crisis in the euro area
brought to light the depth of the monetary

Countries on a
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union’s structural weaknesses. In particular, it
highlighted the dangers of the sovereign-bank
nexus — the amplification effect resulting from
sovereign debt being held primarily by domestic
banks. In response, important changes have been
put in place. From a crisis management
perspective, new institutions were created, such
as the European Stability Mechanism which acts
as a lender of last resort for euro area countries
in difficulties. [...] Keywords: Institutional and
Organizational Framework; European Stability
Mechanism; Sovereign Debt; Sovereign Defaults;
Sovereign Debt Exposure

bank loans, and alternative finance. We analyze
the size, roles, and economic impacts of these
instruments and evaluate the effects of major

institutional reforms—such as interest rate
liberalization,  debt-swap  programs, and
enhanced regulatory oversight—on credit

allocation and risk management. [...] Keywords:
Transparency; Fintech; Subnational Debt; Buybacks &
Exchange; Bond Market Development; Debt
Sustainability; Financial Stability; Cost and Risk;
Structural Policies; Sovereign Debt Risk; Debt Policy;
Sovereign Debt Market

Debt, Climate, and Geopolitics: What Really

A European Safe Asset Will Require Bolder Steps

Giovanni Bonfanti - Columbia University

The EU aims to finance common priorities in
defence, energy transition, and digital
infrastructure with supranational EU bonds. This
column argues that the current exclusion of
these supranational bonds from main sovereign
indices limits their investor base and translates
into worse behaviour during crises. Coordination
problems among countries and the reliance on
perceived ECB support create further structural
challenges for EU bonds. A more coherent
approach would involve a European Debt Agency
that consolidates the existing issuance of
multiple EU institutions and would lead to lower
borrowing costs on these EU bonds. [..]
Keywords: Institutional and Organizational
Framework; Primary market; Sovereign Debt Market;
Sovereign Debt Risk; Financial Analysis; Structural
Policies; Debt and Growth; Debt-to-GDP; Debt
Statistics

China's Debt Market: Evolution, Regulation, and
Global Integration

Feiyang Cheng et al. - Beijing Jiaotong University
This  review article for the  Pacific
Basin Finance Journal's Special Issue on the
Chinese Capital Market examines the literature
on China's debt markets. We review the
development of the debt market from a centrally
controlled system to a multifaceted framework,
including government debt, corporate bonds,

Moved the G20 and COP307
Sarah Ribbert - Heinrich Boll Stiftung

The G20 Summit and COP30 converged at a time
of exceptional strain on the multilateral system.
As geopolitical divides widened, coalitions of the
willing nonetheless succeeded in keeping debt
sustainability and climate- and development-
related ambitions on the international agenda.
[...] Keywords: Institutional

and Organizational

Framework; Structural Policies; Debt Sustainability;
Debt Crisis; Multilateral Financing

International and Macroprudential
Regulations

Sovereign Debt, Climate Clauses, and
Development Strategy 7

Hassan Khalid Ranjha - Academic and Researcher
The intersection of sovereign debt and climate
change has redefined financial justice. Developing
countries, least responsible for emissions yet
most affected by climate disasters, face debt
crises that erode resilience. Climate-resilient debt
clauses offer a legal innovation automatically
suspending payments after disasters, aligning
contractual fairness with climate equity. This
paper examines their evolution, legal structure,
and policy implications for countries like Pakistan.
It argues that embedding climate risk into debt
contracts transforms international finance from
reactive relief to proactive justice, bridging
environmental ethics and fiscal law. Keywords:
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Debt Restructuring

Guidance for Sovereigns, Private Bond Creditors
and Multilaterals: IMF _maps Weaknesses in
Today’s Restructuring Architecture

Evan Koster, Juan D. Moreno - Baker Botts

In October 2025 the IMF released the 2025 Debt
Stocktaking Policy Paper. This represents the first
comprehensive review of documentation
relating to international sovereign restructurings
since 2020. The paper provides a technical
assessment of the strengths and weaknesses in
the current system governing sovereign debt
resolution with private creditors and highlights
areas where the restructuring architecture
continues to lag behind the realities of today’s
creditor base, instruments and legal dynamics.
[...] Keywords: Debt Restructuring; Debt
Composition;  Institutional and  Organizational
Framework; Cost and Risk; Contract Standards;
Collective  Action Clauses; Comparability Of
Treatment; Transparency

Sovereign Debt Restructuring Mechanisms:
Trends, Tools, and Global Case Studies

Mykhailo Hantsiak - State Scientific Research
Institute for Informatization and Economic
Modeling

In Ukraine, the debt crisis has intensified,
manifested in the growth of public liabilities, an
expanding budget deficit, and increasing
pressure on public finances. Limited domestic
funding sources compel the state to actively
borrow on the debt market, exceeding safe limits
and heightening insolvency risks. Under these
conditions, debt restructuring emerges as a key
tool to prevent financial destabilization. Global
experience provides insights into effective
mechanisms that can be adapted to Ukraine’s
realities to restore debt sustainability. Keywords:
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Debt Restructuring; Debt Sustainability; Debt-to-GDP;
Debt Crisis; Macroeconomic Analysis

Britain’s Debt Restructuring, 1717-22

Francois Velde - Federal Reserve Bank of Chicago
Britain’s debt was nil in 1688 and 60% of GDP in
1717. From 1717 to 1722 the debt was
restructured, including through the South Sea
operation of 1720. | discuss the reasons for the
restructuring and the tensions it revealed
between taxpayers and creditors. The South Sea
bubble turned the operation into an ex-post Ponzi
scheme and redistributed among creditors, from
late to early entrants, and from creditors to
taxpayers. Parliament intervened to redistribute
among creditors (but far less than was feasible)
and, very reluctantly, from taxpayers to creditors.
Commitment to honor the debt was still weak
thirty-five years after the Glorious Revolution.
Keywords: Debt Restructuring; Debt Burden;
Government Debt; Sovereign Defaults; Debt Crisis;
Macroeconomic Analysis

Trade Dynamics in Sovereign Debt Crises
Tamon Asonuma et al. - IMF

Sovereign debt restructurings can have large
impacts on trade, with a significant compression
of imports and a more ambiguous effect on
exports. We show that the magnitude of that
impact depends on whether restructurings
preempt a default or take place after payments
have been missed, with the latter associated with
longer and deeper crises. Import compression is
significantly  higher following post-default
restructurings, which also tend to be associated
with higher exports relative to preemptive
restructurings. This is consistent with the need
for a larger external adjustment following a
default. We also show how the effect varies
across types of goods, and a larger impact when
initial aggregate domestic demand in the
debtor’'s economy is high. Keywords: Debt
Restructuring; Sovereign Defaults; Sovereign Bond
Yield Spread; Debt Sustainability; Transparency;
Macroeconomic Analysis
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Macroeconomic Analysis

Public Debt on the Run: The Role of
Macroeconomic Shocks, State Dependence and
Non-linearities

Olegs Tkacevs, Karsten Staehr - Bank of Latvia,
Tallinn University of Technology

This Policy Brief examines the effects of
macroeconomic and budget balance shocks on
public debt trajectories in the euro area. A
positive GDP shock leads to a persistent decline
in the debt-to-GDP ratio, while a positive GDP
deflator shock reduces the debt ratio only
temporarily. A positive primary balance shock,
reflecting discretionary austerity, lowers the
debt ratio considerably, albeit with a lag of
around one vyear. Fiscal austerity is more
effective in reducing debt after periods of
economic expansion than after recessions, and
more effective when the initial public debt is low
than when it is high. Moreover, a positive GDP
shock reduces the debt stock to a larger extent
when the debt stock is large than when it is low.
Finally, the response of debt to a positive budget
balance shock is more persistent and statistically
significant when the shock is large. Keywords:
Macroeconomic Analysis; Debt and fiscal/monetary

policies; Debt-to-GDP ratio; Structural Policies;
Statistics

Mean-Reversions in the Debt-to-GDP Ratio and
Predictability of Treasury Debt Returns and
Surpluses

Mingtao Zhou, Deshui Yu, Li Chen - Changsha
University of Science and Technology; College of
Finance and Statistics, Hunan University; WISE
and School of Economics, Xiamen University

The debt-to-GDP (DG) ratio should predict
Treasury returns and primary surpluses
according to the present-value identity, yet
empirical support remains elusive. This paper
resolves this puzzle by decomposing the DG ratio
into a slow mean-reversion component and a
local mean-reversion component. We show that
the local mean-reversion of the DG ratio delivers
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substantially improved out-of-sample forecast
gains of Treasury debt returns and surpluses,
outperforming the original DG ratio, the
historical average benchmark, and the adjusted

ratios subject to structural breaks. [...] Keywords:
Macroeconomic  Analysis;: Debt-to-GDP; Debt
Reduction

Debt Maturity and Government Spending
Multipliers

Morteza Ghom et al. - Banco De Espaiia
Government spending effectiveness depends
critically on how it is financed. Using state-
dependent SVAR models and local projections on
post-war US data, we show that fiscal expansions
financed with short-term debt generate
significantly larger output multipliers than those
financed with long-term debt. This difference
mainly stems from private consumption
responses: short-term financing crowds in
consumption while long-term financing does not.
To rationalize this finding, we construct an
incomplete markets model in which households
invest in short-term and long-term assets.
Keywords: Macroeconomic Analysis; Debt and
fiscal/monetary policies; Debt and fiscal/monetary
policies; Debt-to-GDP; Debt Issuance; Debt Financing

Public Debt and Economic Growth in Africa: The
FDI Effect
Emmanuel
University
This study examines the desirable public debt
threshold for African economies and the effect of
foreign direct investment (FDI) on economic
growth, using secondary data from 1995 to 2019.
The analysis employed panel-data threshold
regression, and the results indicate that the debt
threshold desirable for economic growth ranges
from 22% to 85% of GDP, depending on the kind
of model employed. Also, the results conclusively
show that FDI always has a negative effect on
economic growth when the economy operates
below the bottom-debt threshold, with the
negative FDI coefficient remaining significant
across most of the analysis. [...] Keywords: Debt

Oluwafemi, Libo Xu - Lakehead


https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-4223422321.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-4223422321.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-4223422321.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-191220251312.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-191220251312.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-191220251312.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-191220251306.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-191220251306.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-202512181620.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-202512181620.html

PDM

NETWORK

Bimonthly Newsletter
Statistics; Statistics; Debt and Growth; Debt Revisiting the Fiscal Drivers of Subnational
sustainability; Debt-to-GDP; Debt and Borrowing: A Comparative Analysis of Italian

fiscal/monetary policies; Structural Policies

The US is in Worse Fiscal Shape than Italy
Laurence Kotlikoff - Boston University

By the standard debt-to-GDP measure, the US is
in somewhat better fiscal shape than Italy, but
this excludes the present value of myriad off-the-
books obligations. This column employs fiscal gap
accounting and generational accounting to
reveal a very different story. While both
countries are running unsustainable fiscal
policies, the immediate adjustments needed to
restore US fiscal solvency are far greater than
those required of Italy. The findings suggest that
Congress must mandate the Congressional
Budget Office to do fiscal gap accounting and
generational accounting on a routine basis and
immediately adjust policy to eliminate the
country’s massive fiscal gap. [..] Keywords:
Economic Forecasts; Financial Stability; Cost and Risk;
Reporting and Auditing; Debt and fiscal/monetary
policies

What’s the Outlook for European Bonds in
2026?

Sara Silano - Morningstar

More eurozone government bond issuance is
expected next year, as well as credit rating
upgrades. Government debt will continue to rise
in the eurozone. France is expected to remain the
“weak point” of the euro area.

Despite rising public debt, eurozone government
bonds should continue to provide stability within
investors’ portfolios into 2026, fund managers
and analysts say. [...] Keywords: Primary Market;
Debt Forecasts; Financial Stability; Economic
Forecasts; Debt and Fiscal/Monetary Policies;
Sovereign Debt Market
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Regions and the American States

Chiara Oldani, Temirlan Moldogaziev - University
of Viterbo “La Tuscia”, Indiana University
Existing literature suggests that subnational level
borrowing is contingent on revenue structure
and fiscal balance factors. At the same time,
contexts play a role, whereby debt burdens of
subnational governments may be higher or lower
depending on fiscal institutions or market
structure. Comparative evidence on how
contexts shape subnational borrowing, however,
is lacking. To this end, we revisit how fiscal
factors relate to subnational government
borrowing from a comparative perspective using
two distinct cases, based on data from the Italian
regions and American states in 2008-2018.
Bayesian analyses of panel data show that the
revenue burden in both Italy and the U.S,,
marginally, matters for long-term borrowing, but
not for short term debt. [..] Keywords:
Subnational Debt; Debt and fiscal/monetary policies;
Financial Stability; Debt Sustainability

Japan's Debt Puzzle: Sovereign Wealth Fund
from Borrowed Money

Yili Chien, Wenxin Du, Hanno Lustig - Federal
Reserve Bank of St. Louis, Harvard Business
School, Stanford Graduate School of Business
We analyze the risks associated with Japan's
prolonged low-interest rate policies amid a
global environment of rising rates. To finance its
persistent deficits, the Japanese public sector
depends on inexpensive domestic funding to
invest in risky assets both domestically and
internationally, effectively creating a sovereign
wealth fund fueled by borrowed money.
Ultimately, these risks fall on Japanese
bondholders, depositors, and taxpayers. While
the United States faces similar fiscal pressures, it
is unlikely to adopt Japan's approach. Keywords:
Macroeconomic Analysis; Interest Rates; Sovereign
Debt Market; Economic Forecasts; Asset and Liability
Management; Debt and fiscal/monetary policies; Cost
and Risk, Debt Management; Statistics; Debt
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How Debt Relief Paves Africa’s Path to Climate
Resilience 7

Sarah Ribbert - Heinrich Boll Stiftung

High debt and climate vulnerability reinforce
each other. Yet with targeted relief and reforms,
Africa could break this vicious cycle and enter a

positive cycle of green growth. [...] Keywords:
Debt Relief; Debt Sustainability, Structural Policies;

Sovereign Debt; Multilateral Financing; Green
Finance
Public Debt, Oil Rent, and Financial

Development in MENA Countries: A Fractional
Response Model Approach (FRM)

Mashael Fahad Alkhurayji, Hamed Mohammed -
King Saud University

The rapid accumulation of public debt raises
global concern over its implications for financial
markets. This study examines the effect of
domestic public debt on financial development in
Middle East and North Africa (MENA) countries,
a region marked by sharp heterogeneity in
institutions, debt dynamics, and oil dependence,
using annual panel data for 16 countries over the
period (2000-2020). Our analysis employs a
fractional response model (FRM), which accounts
for the bounded nature of the dependent
variable, corrects for heteroskedasticity, and
incorporates country fixed effects. The findings
reveal a significant negative effect of domestic
public debt on financial development, consistent
with the lazy banks and crowding-out
hypotheses. [..] Keywords: Debt Management;

Financial Stability; Sovereign Debt; Economic
Forecasts; Debt Sustainability; Macroeconomic
Analysis
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Deterministic and Stochastic Macrodynamic
Models for Developing Economies’ Policies: An
Analysis of the Brazilian Economy

Milton Biage, Pierre Joseph Nelcide, Guilherme de
Ferreira Lima, Jr. - Federal University of Santa
Catarina, Federal University of Acre

This work verifies the interactions between fiscal
and monetary policies in Brazil, involving real
GDP, the Interest index, Inflation index, real
Exchange rate, and actual public debt, using
empirical data from January 1998 to December
2018 to calibrate the model. In the analyses, we
employ macrodynamic deterministic and
stochastic models of differential equations to
examine the interconnection of the endogenous
variables and the stability of Brazilian economic
policy. In the stochastic model, we introduced
stochastic perturbations in the uncontrollable
coefficients and additive random walks affecting
the endogenous variables. [..] Keywords:
Economic Forecasts; Statistics; Debt Sustainability;
Debt Forecasts; Financial Stability

A Tale of Two Debts in France and the UK
Thomas Mayer - Deutsche Bank

France and the UK are struggling with excessive
national debt and political disaffection. But one
is forced to make a virtue of necessity, while the
other is tempted into inaction. Charles Dickens
would have recognised the irony: the nation that
praises freedom is shackled by its debts; the
nation that suffers from market constraints could
be renewed precisely because of them. The
European Economic and Monetary Union
protects France from the global financial market,
while Britain stands alone. With this protection,
the pressure to adapt is much less on France than
on the UK, which is likely to prove a serious
disadvantage for France. [...] Keywords: Debt
Policy; Debt and fiscal/monetary policies; Sovereign
Debt Market; Debt Sustainability; Financial Stability;
Interest Rates
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Sovereign Debt and Fiscal Integration in the

European Union

Zsolt Darvas, Lennard Welslau, Jeromin
Zettelmeyer - Bruegel, University of Copenhagen
This paper examines sovereign debt risks in the
European Union, which has centralized monetary
policy within the euro area, while fiscal policies
remain national. Institutional reforms, including
common banking supervision, the European
Stability Mechanism, the European Central Bank's
market-stabilisation instruments, and a new set
of fiscal rules, have mitigated vulnerabilities
arising from the interdependence between banks
and sovereigns. Stochastic debt sustainability
analysis suggests that debt remains sustainable in
most EU countries, although substantial fiscal
adjustments will be required in some cases. Fiscal
reaction function estimates, however, reveal a
weakening policy response to rising debt,
signalling increased medium-term risks. [...]
Keywords: Macroeconomic Analysis; Debt and
fiscal/monetary policies; Financial Stability; Sovereign
Debt Exposure; Structural Policies; Debt Sustainability;
Debt Statistics; Economic Forecasts; Primary Market

Quantifying Uncertainty in France's Debt

Trajectory: A VAR-Based Analysis

Kéa Baret, Frédérique Bec, Marion Cochard -
Banque de France, CY Cergy Paris University

We propose a simple, simulation-based
framework for stochastic debt-sustainability
analysis. Estimating a parsimonious vector
autoregression (frequentist and Bayesian) on
quarterly French data (1990:Q1-2023:Q4) for the
debt's key drivers, we generate predictive fan
charts and probability statements for debt-to-
GDP outcomes. Median VAR projections are
close to a hypothetical deterministic baseline
derived from the deterministic  debt
sustainability analysis framework. Assuming this
illustrative central scenario, historical
relationships estimated by our VAR models imply
a corresponding confidence band around the
debt trajectory. [..] Keywords: Macroeconomic

Analysis; Debt-to-GDP; Government debt; Debt
Sustainability Analysis (DSA); Debt Statistics;
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Economic Forecasts; Debt and fiscal/monetary

policies; Interest Rates

Quantitative Easing and Government Debt
Sustainability

Wenhao Li, Sebastian Merkel - University of
Southern California, University of Exeter

We show that quantitative easing (QE) worsens
government debt sustainability. In our model,
the government runs a primary deficit with
elastic debt demand that makes interest rates
endogenous. The central bank has long-term
capital and remits profits to the fiscal authority.
QE depletes this capital stock, reducing future
remittances and crisis-fighting reserves. Contrary
to Sargent and Wallace (1981), where greater
monetary accommodation lowers the
steadystate debt level, we show that QE
increases the steady-state level of debt and shifts
the default boundary inward, thus heightening
fragility and reducing debt sustainability. [...]
Keywords: Macroeconomic Analysis; Quantitative
Easing; Debt Sustainability; Sovereign Defaults; Debt
and fiscal/monetary policies; Interest Rates;
Monetary Policy

Monetary—Fiscal Interactions and the Liquidity
Channel of Debt Sustainability

Cristiano Cantore et al. - Sapienza University of
Rome

This paper examines how the steady-state debt-
to-GDP ratio shapes the transmission of fiscal and
monetary policy shocks in a tractable
heterogeneous-agent New Keynesian model.
When households value government debt for its
liquidity services for self-insurance, higher debt
levels amplify the adverse fiscal consequences of
expansionary government spending shocks. With
debt already high, fiscal expansions require the
central bank to maintain higher real interest
rates for longer to sustain liquid-asset demand
and clear bond markets, raising debt servicing
costs and reducing fiscal space. By contrast, the
transmission of monetary expansions is largely
insensitive to steady-state debt levels. [...]
Keywords: Macroeconomic  Analysis; Debt



https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-202512011230.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-202512011230.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-011220251220.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-011220251220.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-011220251131.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-011220251131.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-011220251129.html
https://www.publicdebtnet.org/pdm/.content/PaginaInternaConDocuments/ECONOMIC-ANALYSES-AND-POLICIES/Macroeconomic-Analysis-/Documents/Document-011220251129.html

PDM

NETWORK

Bimonthly Newsletter
Restructuring; Debt-to-GDP; Debt and bilateral sovereign debt. Keywords:
fiscal/monetary  policies; Debt  Sustainability; Macroeconomic Analysis; Debt Dilution; Official Debt;

Government Debt

Fiscal Consolidation and Sovereign Debt
Restructurings

Tamon Asonuma, Hyungseok Joo - IMF, University
of Surrey

Sovereigns implement fiscal consolidation, i.e.,
expenditure consolidation around debt crises. We
compile data on fiscal expenditure consolidation
around debt restructurings with private external
creditors in 1975-2020. We find that expenditure
consolidation precedes preemptive
restructurings or prevents restructurings-"ex
ante"-, while occurs upon defaults/post-default
restructurings-"ex post". We build sovereign long-
term debt model with endogenous choice of
preemptive and post-default renegotiations and
public capital accumulation. The model
guantitatively shows when both public capital and
debt are high, the sovereign implements ex ante
fiscal expenditure consolidation which, in turn,
results in preemptive restructurings or avoiding
restructurings. Data  support theoretical
predictions. Keywords: Macroeconomic Analysis;
Debt Restructuring; Debt Distress; Debt Sustainability;
Sovereign Defaults; Cost and Risk

Sovereign Debt Market; Debt Sustainability;
Sovereign Defaults; Transparency; Institutional and
Organizational Framework

Maximum Sustainable Debt Across Countries: An
Assessment Using P-Theory

Yongquan Cao et al. - IMF, Cheung Kong Graduate
School of Business; University of Science and
Technology, Hong Kong

This paper provides a parsimonious yet tractable
approach to evaluating maximum sustainable
debt across countries and over time within the p-
theory framework developed by lJiang et al.
(2024). By incorporating tax distortions, asset-
pricing components (risk-free rates, convenience
yields, and jump-risk premia), and sovereign
default risks into the model, we calibrate it for a
large sample of over 170 countries. Our
illustrative findings show that while current debt
levels in many economies remain within
maximum sustainable debt levels, debt burdens
in many emerging markets and low-income
countries are near their respective sustainable
levels. [...] Keywords: Macroeconomic Analysis; Debt
Limit; Debt Sustainability; Debt Distress; Debt-at-Risk;
Transparency; Cost and Risk

The Perils of Bilateral Sovereign Debt
Francisco Roldan, César Sosa-Padilla -
University of Notre Dame

We study the interaction between private and
official sovereign debts. We develop a
guantitative sovereign default model featuring a
senior creditor with whom borrowing terms are
negotiated. We use this model to evaluate
implications of the emergence of new official
lenders not bound by the Paris Club framework.
The dynamics of bilateral bargaining lead the
government to issue more market debt, raising
default risk and creating welfare losses. This
relational overborrowing effect arises in the
model due to an endogenous cross-elasticity of
bilateral terms to market debt, which can be
assessed in practice to evaluate new forms of

IMF
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Foreign Public Debt and Regional Economic
Growth: A Systematic Literature Review and
Research Agenda

Bunde Aggrey Otieno, Kehl Danie - University of
Pécs

The study analyzes the relationship between
public debt and regional economic growth using
peer-reviewed publications selected via the
PRISMA framework. The literature synthesis
suggested a negative relationship between high
public debt and economic growth in both
advanced, emerging and low-income countries.
This relationship is predominantly pronounced in
regions where institutional capacity is limited
and debt management practices are deficient.
Conversely, emerging markets exhibit weaker
and more inconsistent effects, highlighting the
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necessity for country-specific debt The Budget and Bond Markets: ‘When You're in
assessments. [...] Keywords: Debt and Growth; a Hole, Stop Digging’

Debt Sustainability; Cost and Risk; Debt and
fiscal/monetary policies; Financial Stability; Foreign
Debt; Spillover Effects; Debt Management; Fiscal Risk

Stochastic Fiscal Gap and Debt Dynamics: The

Case for the Colombian Economy

Gerardo Reyes-Tagle, Jorge Mufioz-Ayala - IADB
Traditional fiscal gap analysis is only based on
assumptions about discount and interest rates
supplemented by demographic projections to
value future government revenues required to
cover the current and future obligations to honor
the debt. In this paper, we offer an alternative
approach. By employing a macroeconometric
model, we mimic the empirical functioning of the
Colombian economy traced back over the last 40
years. Then, we developed a computer program
embodying all the equations describing the
economy and used it to simulate the stochastic
process for the period 2023-2070 with 100
replications. (For us, simulating the model for
more than 100 replications was computationally
costly.) [..] Keywords: Macroeconomic Analysis;
Debt and fiscal/monetary policies; Debt-to-GDP ratio;
Debt Forecasts; Economic Forecasts; Debt
Sustainability

Is U.S. Government Debt Unsustainable?
Pierpaolo Benigno - University of Bern

The $38 trillion U.S. Treasury debt is under close
scrutiny by markets and academics alike.
Assessing its sustainability, however, is far from
straightforward. It wouldn’t be for any debtor —
but it is particularly complex for the U.S.
Treasury. It is tempting to approach the question
as one would a corporate or household balance
sheet: by asking whether the current value of the
debt can be repaid in the future through dollars
raised from taxation, net of public spending. [...]
Keywords: Debt Sustainability; Macroeconomic
Analysis; Debt Policy; Debt and fiscal/monetary
policies; Financial Stability; Structural Policies
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Moyeen Islam - Barclays

The UK is not a fiscal outlier among advanced
economies when measured by traditional debt
and deficit metrics. Projections from the
International Monetary Fund show that the stock
of UK government debt as a share of GDP and the
UK’s fiscal balance are relatively favourable
compared to peers, with projections indicating
that the UK will undertake a larger fiscal
consolidation (2.2% of GDP) between 2025 and
2030 than the average across advanced
economies (0.3%). The UK is also expected to see
a smaller rise in gross government debt (2.2% of
GDP) than most advanced economies (3.2% on
average). [...] Keywords: Debt and fiscal/monetary
policies; Structural Policies; Financial Stability; Debt
Sustainability; Cost and Risk; Sovereign Bonds Yields;
Sovereign Debt Market

Fiscal Consolidation Lessons for the United
States

William Gale, lan Berlin, Sam Thorpe - Brookings,
LSE

How should the U.S. respond to its unsustainable
fiscal outlook? How and when a country should
fiscally consolidate depends on its existing
circumstances, policies, and institutions. We
review the experiences of other countries that
attempted consolidations and highlight lessons
applicable to the U.S. We find that (a) the U.S.
does not face a short-term crisis, so it can employ
gradual adjustments, which may minimize short-
term harm, (b) consolidation should occur in a
strong economy with monetary accommodation,
and (c) tax increases (spending cuts) could
plausibly play a larger (smaller) role in US
consolidations than in European adjustments.
[...] Keywords: Debt and fiscal/monetary policies;
Structural Policies; Financial Stability; Debt Policy;
Cost and Risk; Debt Sustainability; Economic
Forecasts
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Economic Policies

Deficits and Debt in the Lens of History

Barry Eichengreen - Berkeley University

U.S. debt and deficit problems look increasingly
intractable. Federal government debt in real
(inflation-adjusted) terms has increased for 24
consecutive years.1 Expressed in constant 2025
dollars, it is more than three times its value
nearly a quarter century ago. Prior to passage of

the One Big Beautiful Bill Act (OBBBA), the
Congressional Budget Office (CBO) estimated
that debt held by the public would rise from its
current 100 percent of gross domestic product
(GDP) to 117 percent of GDP by the end of 2034,
on the assumption that nothing was done
legislatively to address the problem. [..]
Keywords: Debt Policy; Economic Policies; Debt-to-
GDP ratio; Debt and fiscal/Monetary Policy; Debt
Statistics, Statistics; Debt Sustainability

Governing Sovereign Risk in the Euro Area

European Parliament

This paper analyses the ECB’s treatment of sovereign debt in its collateral framework and market
stabilisation instruments. The ECB’s treatment of sovereign debt sits at the core of Europe’s financial
stability, yet its legal mandate leaves the central bank with wide discretion. This paper analyses the
political stakes and design choices in the ECB’s sovereign debt policies and how the European Parliament
can respond. [...] Keywords: Transparency; Sovereign Spread; Sovereign Bonds Yields; Conditionality; Secondary
Markets; Structural Policies; Debt and fiscal/monetary policies; Financial Stability; Institutional and Organizational
Framework; Cost and Risk; Sovereign Debt

Country Platforms in the Context of Rising Sovereign Debt Levels 7

Archie Gilmour et al. - ODI

Climate change's impacts are escalating globally. Embattled countries need enormous investment to
allow them to transition to clean energy and adapt to a rapidly changing climate. While finance for
sustainable, low-carbon development is critical, it must be channelled in a way that does not increase
the debt burdens of countries already in significant distress. [...] Keywords: Cost and Risk; Multilateral
Financing; Climate Finance; Climate Change; Debt Policy; Structural Policies; Debt and Growth; Financial Stability;
Sovereign Debt Risk; Debt Statistics; Debt Composition; Buybacks & Exchanges

Unpacking the Drivers of Public Debt Dynamics in Kenya

Duncan O. Ouma, Martin Wafula Nandelenga -African Development Bank

Kenya’s public debt has risen significantly over the years, from about 42.2% of GDP in 2013 to 72.0% in
2023 before declining to 65.7% in 2024 largely due to strengthening of Kenya shilling. Kenya continues
to access both domestic and international markets, issuing a new Eurobond in February 2024. External
debt stood at USD 38.70 billion (52.9% of total debt or 38.2% of GDP) and domestic debt at USD 34.46
billion (47.1% of total debt or 33.3% of GDP). External debt is dominated by multilateral borrowing,
accounting for more than half of total debt (50.5%), followed by commercial debt at 25.4%, while
bilateral lenders and suppliers’ credit account for 23.8% and 0.3%, respectively. [...] Keywords: Debt Policy;
Debt Distress; Debt Sustainability; Institutional and Organizational Framework; Foreign Debt; Debt Composition;
Debt Management; Debt Statistics
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Public Loans, Private Gains

Transparency International

The rising levels of public debt, especially in developing countries, have exposed deep vulnerabilities in
both the international financial architecture and domestic public financial management systems. Public
debt levels have significantly increased globally over the past decade, as has the cost of servicing debt.
United Nations Trade and Development (UNCTAD) reports that globally, public debt reached US$102
trillion in 2024, up from USS$S97 trillion in 2023, signifying escalating budgetary difficulties in both
developed and developing nations. [...] Keywords: Transparency; Debt Restructuring; Climate finance; Debt
Swaps; Cost and Risk; Contract Standards; Contingent Liabilities; Sovereign debt risk; Debt Policy

OTC Derivatives Statistics at End-June 2025

BIS

The notional value of outstanding over-the-counter (OTC) derivatives rose to $846 trillion at June 2025,
up 16% from June 2024. This marks an acceleration from the moderate 5% annual upward trend since
end-2016. [...] Keywords: Derivatives; Statistics; Financial Stability

and Risk; Financial stability; Institutional Investors; Primary Market; Market Liquidity

BIS Quarterly Review, December 2025

BIS

Despite volatility from tariffs, high Al valuations and a possible slowdown, resilient risk assets prompt
concerns over their trajectory as sentiment shifts. [...] Keywords: Financial Stability; Economic Forecasts;
Statistics; Debt and fiscal/monetary policies; Cost and Risk

A First Look at Euro Area Government Finances in 2026

Jussi Hiljanen et al. - SEB Resarch

Global macro and risk appetite. Equities reached new all-time highs in October despite periods of
increased uncertainty linked to US credit concerns and the US-China trade dispute. The Fed cut rates on
29 October but sounded more hawkish than markets had hoped [...] Keywords: Economic Forecasts;
Financial stability; statistics; Debt Statistics; Cost and Risk; Debt and fiscal/monetary policies; Debt Forecasts;
Structural policies

2026 European Macroeconomic Report

European Commission

The euro area and the European Union are navigating an increasingly complex international landscape.
Shifting geopolitical dynamics, rapid technological advancement, rising climate risks, an ageing society,
and low productivity are affecting economic prospects. These developments present significant
challenges but also transformative opportunities for the euro area and the EU, underscoring the critical
importance of robust macroeconomic policy frameworks. This new European Macroeconomic Report
(EMR) analyses these challenges, and it provides a comprehensive overview on these aspects. By
providing solid analysis it aims to inform strategic policy choices to strengthen the euro area and EU’s
resilience in the face of a rapidly evolving global order. [...] Keywords: Economic Forecasts; Financial Stability;
Statistics; Debt Statistics; Cost and Risk; Debt and fiscal/monetary policies; Debt Forecasts; Structural Policies
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Nordic Outlook December 2025

Las Olsen et al. - Danske Bank

In most places, we expect economic growth close to potential levels, inflation at or approaching target
and low and stable unemployment. However, the potential growth level has declined in the US and
remains low in the euro area, and there are still plenty of risks to the outlook. In some Nordic countries,
there is room for more of an acceleration than we see elsewhere in the world. [...] Keywords: Economic

Forecasts; Financial Stability; Debt Forecasts; Interest Rates; Debt and fiscal/monetary policies; Sovereign Debt;
Structural Policies

Mapped: Government Debt to GDP by Country in 2025

Niccolo Conte - Visual Capitalist

Global debt levels continue to rise, with 2025 marking another year of fiscal strain across both advanced
and developing economies. This map shows how much each country’s government debt compares to its
economic output, measured as debt-to-GDP ratio, offering insight into fiscal resilience and vulnerability
worldwide [...] Keywords: Debt Statistics; Debt-to-GDP; Debt Sustainability; Statistics

The What's New section of the PDM Network website offers a curated selection of daily news on public
debt management from leading online newspapers and information providers. In addition to the
bimonthly Newsletter, subscribers receive the weekly Emerging Markets Sovereign Debt News, which
focuses on sovereign debt developments in emerging market and developing economies. All weekly
news items are carefully selected by the PDM Network Secretariat from the © Thomson Reuters Eikon
2025 and © LSEG 2025 information services.

Events and Courses

26 January-6 February 2026: Joint Vienna
Institute - Vienna, Austria

External Debt Statistics and the World Bank
Debtor Reporting System (DRS)- Enhancing
Greater Transparency and Sustainability —
Blended course

JANUARY

19-23 January 2026: Weforum.org - Davos,
Switzerland
World Economic Forum Annual Meeting

27 January 2026: ICMA - London, UK
European Primary Bond Markets Regulation
Conference

21 January 2026: ISDA - London, UK
The Next Wave in Derivatives Reporting:
Regulation, Simplification, and Technology
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FEBRUARY

1 February 2026: Japan Securities Dealers
Association (JSDA), Japan Exchange Group, Inc.
(JPX) and International Capital Market
Association (ICMA) - London, UK

15th Japan Securities Summit 2026

2 February 2026: ICMA - Dubai, EAU
ICMA MENAT Primary Market Forum

9-20 February 2026: Joint Wien Institute -
Wien, Austria and Online

Cohort Training on Financial Programming and
Policies and Macroeconomics Diagnostics -
Blended

11 February 2026: ICMA — London, UK
15th Japan Securities Summit 2026

19-20 February 2026: JRC Princeton Edu -
Princeton, NJ, USA

15th JRCPPF Annual Conferences Debt, Deficits
& Global Imbalances

23-27 February 2026: Joint Wien Institute -
Wien, Austria and Online
Securities Statistics

25-26 February 2026: LMA & ICMA - Cape
Town, South Africa
LMA & ICMA Annual Africa Summit 2026

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

MARCH

6 March 2026: NBER - Online
Monetary Economics Program Meeting, Spring
2026

20

17 March 2026: SUERF - Online
Trading firms: The new Masters of the Universe

19 March 2026: OMFIF - Paris, France
European SSA sovereign, supranational and
agency forum (spring)

23 March - 3 April 2026: Joint Wien Institute —
Online
Macroeconometric Forecasting and Analysis

27-28 March 2026: TEHA Group - Cernobbio,
Italy
The Outlook for the Economy and Finance 2026

27 March 2026: NBER - Cambridge, MA
International Finance and Macroeconomics
Program Meeting, Spring 2026

31 March 2026: ICMA - Beijing, China
ICMA China Debt Capital Market Annual Forum
2026

APRIL

13-19 April 2025: World Bank Group and
International Monetary Fund - Washington,
D.C., USA

2026  World Bank  Group/International
Monetary Fund Spring Meetings

15-16 April 2025: Princeton - Washington DC,
USA

The Third Annual Politics of Sovereign Finance
Conference

16-17 April 2025: NBER - Cambridge, MA
41st Annual Conference on Macroeconomics,
2026

20-24 April 2025: Joint Vienna Institute — Wien,
Austria

Government Debt Management Performance
Assessment Tool - Course
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27 April 2026: ICMA - Riyadh, Saudi Arabia
Saudi Arabia's Evolving Capital Markets: Focus

on Repo & Securities Lending

28-29 April 2026: BIS, BoE, ECB, IMF, and JIE
Spillover Conference - Washington D.C, United
States

Global Spillovers Amid Shifting Policies

MAY

27-29 May 2026: ICMA - London, UK

58th ICMA Annual General Meeting &
Conference

JUNE

2-3  June 2026: Banque Centrale du
Luxembourg, Bank of Canada, Deutsche

Bundesbank, Euronext-MTS, the European
Central Bank - Luxembourg City, Luxembourg
Sovereign Bond Markets in Geopolitical Storms

15-16 June 2026: CEPR - Naples, Italy
CEPR Public Economics Annual Symposium
2026

16-17 June 2026: FT Live - London, UK
The Global Borrowers & Bond Investors Forum

JULY

6-10 July2026: Joint Vienna Institute - Vienna,
Austria

21-22 July 2026: The Hutchins Center on Fiscal
and Monetary Policy - Washington, DC, USA
15th JRCPPF Annual Conferences Debt, Deficits
& Global Imbalances

AUGUST

23-24 August 2026: WASET - Rome, Italy
International Conference on Public Finance and
Fiscal Policy ICPFFP on August 23-24, 2026 in

Rome, Italy

SEPTEMBER

10-11 September 2026: PDM Network - Paris,
France
4t public Debt Management Conference

OCTOBER

8-9 October 2026: National Bank of Belgium -
Brussels, Belgium

International Biennial Research Conference
2026 - The Theme for the 2026 Conference is
“Fiscal-Monetary Policy Interactions in the 21st

Century”

16-18 October 2026: World Bank Group and

International Monetary Fund - Bangkok,
Thailand
2026  World Bank  Group/International

Monetary Fund Annual Meetings

26-30 October 2026: IMF - Singapore

Designing Government Debt Management Sovereign Risk and Debt Sustainability
Strategies — Course Framework for Market Access Countries
(SRDSF-MAC)

13-17 July 2026: EBRD - Joint Vienna Institute
Wien, Austria

Implementing Government Debt Management
Strategies
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Call for Papers

DL 31 January 2026: CEPR - Naples, Italy
Call for Papers: CEPR Public Economics Annual
Symposium 2026
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DL 27 February 2026: PDM Network - Paris,
France
Call for Papers 4t Public Debt Management

Conference

DL 27 February 2026: The Hutchins Center on
Fiscal and Monetary Policy — Washington, DC,
USA

Call for Papers: 15th Annual Municipal Finance
Conference
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