Jubilee 2025: Hope in the Signs of the Times
PASS, Vatican City

Addressing the Debt Crisesin [\ \

the South in the Jubilee Year




A series of events with global debt distress

consequences
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The external debt of poorer countries has surged since 2000
External public debt of low and lower-middle income countries, by creditor ($Sbn)
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The proportion of poor countries at risk of debt distress has soared
Risk of debt distress (% of DSSI countries with DSA*)
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* G20 Debt Service Suspension Initiative countries with Debt Sustainability Analyses
Source: IMF
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Figure 8: Developing countries use more resources to pay interest on their public debt
Net interest payments of developing countries as a share of GDP and government revenues
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Sources: UN Global Crisis Response Group calculations, on IMF World Economic Outlook (April 2023).
Note: Median shares across developing countries.



Addressing debt sustainability problems under the &

current global financial architecture — ‘
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A “no-system” for sovereign debt restructuring
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- Too Little, Too Late — since 1970, more than half of soverei

debt restructurings with private creditors were followed by =——
another restructuring or default within five years N———
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Evolving inter-creditor coordination prob
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Some regions spend more on servicing
debt than serving their people

Public expenditure per capita on net interest, education and health in
US$ (2020-2022)

Latin America
Asia and Oceania Asia and the
Africa (excl. China) and Oceania Caribbean
Health
¥ |39 I62 . -

Education

60 110 203 364
Interest

70 84 94 280

Source: UN GCRG - technical team calculations, based on IMF World Economic Outlook (April 2024) and World
Bank World Development Indicators.
Note: Aggregate expenditures for developing countries. Interest refers to net interest payments.



live in countries that spend
more on interest than education or health

Population in developing countries where spending
on interest exceeds education or health (2020-2022)
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Bank World Development Indicators.



SDR Rate

SDR Rate
in % points
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An environment of higher global interest rates
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A recent reform discussed at the PASS:

IMF’s interest charge and surcharge policy

IMF lending rate = margin (set by the IMF Board of directors) + SDR

rate +/- burden sharing + Surcharges

1. Reduction of margin from 100bp tp 60bp
2. Increase in threshold that activates surcharges

3. Reduction of time-based surcharge rate from 100bp to 75bp



Next steps: addressing debt crises and IFA Reform in

the year of the Jubilee




And going beyond debt in the year of the Jubilee
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