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EXTERNAL DEBT CRISIS ANALYSIS!

Objectives:

1. Examining debt-driven growth and the sources of vulnerability
2.Tackling the volume & structure of external liabilities

3. Assessing debt servicing sustainability, i.e., liquidity &
solvency prospects, and crisis thresholds

4.dentifying warning indicators of upcoming debt crisis?
5. Analyzing debt restructuring options
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Roots of external financial crisis

Rising money supply . . _
«home-made » | +Jarge and cheap bank credit| =————> C(?nsumptlon > Savings
+ budget & CA deficit excessive “absorption” of local &

Inflationary pressures ’ forelgn goods
+ exchange rate overvaluation

+ declining FX reserves + flight capital -——— Mounting twin deficits

Balance of payments crisis 5. DEBT DEFAULT

9

- Exchange rate depreciation + A- money supply: interest

ADJUSTMENT rate rise + A reserve requirements = declining bank credit
- Fiscal adjustment= A taxes + cuts in public spending
IMF’s financing i - Structural measures to stimulate competitiveness
macroeconomic
stabilization
G BOUCHET) :> Debt restructuring + return to market access (?)
3
WHAT ARE THE TRIGGERS OF A DEBT CRISIS? -
HOW MUCH IS TOO MUCH? g °/"
&
» Home-made crisis » Exogenous shocks
® Coup d’état & political turmoil " War
" Inflation ® Global/regional recession
" Drop in savings ® Competitive devaluations
® Exchange rate overvaluation " Worsening terms of trade
® Current account & budget deficits ® Rating agency downgrading
" Drop in GDP & deflation " Higher interest rates
" Loss in export competitiveness " Rising ST Liabilities
® Banking crisis ® Currency mismatch S/€ evolution
" Drop in reserve assets " Drop in commodity prices
MH BOUCHET/SKEMA-CIFE 2025-26
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THE MECHANICS OF A DEBT CRISIS

Determinants of a debt crisis : » While a particular debt ratio cannot be
defined as unsustainable, on empirical
or theoretical grounds, the higher the
initial ratio and the faster it is likely to
grow, the less sustainable the debt is

1. The relationship between the rate
of interest on debt (r) and the rate
of growth of the economy (g)

2. The ratio of the primary fiscal likely to bet

deficit (the deficit before interest

payments) to GDP.
The most important point is that debt » Crucial to observe the composition and
must not grow explosively r>g structure of the country’s debt

(currencies, maturities, creditors, types
of liabilities...) and the structure of
export revenues (with the level of
incompressible imports!)

3. The sustainability of the current
account deficit

4. The level of the country’s official
reserve assets!

MH BOUCHET/SKEMA-CIFE 2025-26

Some countries have run huge primary deficits for a long time
Primary fiscal balance (% of GDP), average 2008-23

Germany .

Italy
Canada

France

Japan _

us

Source: IMF
© FT
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2025-26: FINANCIAL HEADWINDS AHEAD!

Global borrowing costs have risen
Ten-year bond yield (%)
= US = UK Germany

74

3

2

AL

o

2020 2021 2022 2023 2024 2025
Source: LSEG
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2024-25: ON THE EVE OF A MAJOR AND PROTRACTED DEBT CRISIS?

Sovereign debt is close to historic highs
General government debt as a % of GDP

= Advanced economies == Emerging and developing economies
120

Financial
crisis

100

80

60

40

20

1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

1880-2020 based on constant sample of 27 advanced and 27 emerging economies, weighted by GDP at purchasir
power parity. 2021-2023 = all advanced and emerging economies

Source: IMF

©FT
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Rising debt
Instead of Public debt hit a high in 2020 and is still rising in some countries.

dEVE|eraging :Zibnc debt; percent of GDP)
policies after JS
the 2008 GFC, '
oublic debt | w0 oo e e
ratios kept

75
INncreasing : EMEs
/_J/\—/— ex. China
unabated! >0
25
0 T T T T
2005 10 15 20 25 27
Source: IMF staff calculations.
MNote: Averages weighted by nominal GDP. Shaded area denotes forecast period.
Sample comprises a balanced panel of 32 advanced economies, 45 emerging
market economies, and 12 low-income countries. AEs = advanced economies;
EMs = emerging market economies; LICs = low-income countries. ]M F
MH BOUCHET/SKEMA-CIFE 2025-26
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Government indebtedness has mostly soared in the past two decades
General government net debt as a % of GDP
- US - Japan France == Germany - |taly —_— UK
160
/\ 40
120

— 100
Forecast
60
- 40
2001 2005 2010 2015 2020 2025 2028
Source: IMF
©FT
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WORLD INDEBTEDNESS IN 2025

300%

250%

200%

150%

100%

50%

0%

Total debt/GDP ratios OECD and EMCs
TOTAL |
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OECD EMCs

WORLD
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MOUNTING DEBT

Global government debt has
increased by $42.4 trillion
since 2015, when it was
$59.7 trillion.

A WORLD OF

UNITED STATES
SHARE OF GLOBAL DEBT: 34.55%
With over $36T in government debt, U.S.

debt is mare than double the next-highest
country’s debt (China, $16.5T).

Mexico
1.04% M

Rest of
the World
214%

Brazil
1.88%

Argentina
05

Poland  Russia
Bolgium | i
0.48%

MH BOUCHET/SKEMA-CIFE 2025-26 ( :) Source: IMF World Economic Outlook October 2024

Total Global

Government Debt

3.16%

*

CHINA
16.12%

China's government debt
as a percentage of GDP
stands at 90%, up from
40% a decade ago.

Germany
2.89%

France
3.49%

Conflict-stricken
0.43% Sudan has the highest

government debt as a
percentage of GDP, at 344%.

12



30/12/2025

PUBLIC DEBT RATIOS ON THE RISE IN 2025

Public Debt/GDP ratios
250% H Public Debt/GDP 2019
W Post-virus debt 2024
200%
150%
100%
0%
Japan Greece Italy France Spain  Portugal € Zone China  Germany
MH BOUCHET/SKEMA-CIFE 2025-26
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AFTER A DECADE OF ULTRA-LOW INTEREST RATES AND QE
TOTAL DEBT IN 2025 HOW MUCH IS TOO MUCH?
- Overall debt/GDP % (source: IvF, Bis, IF 2024)
o0 W Public WPrivate
350%
300%
250% <« = - T =kt et CEEE EEEE CEEE TR RN R e e >
200%
150%
100%
50%
0%
Japan Ireland  Portugal Spain Italy France China €Zone Germany  OECD
MH BOUCHET/SKEMA-CIFE 2025-26
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GLOBAL SOVEREIGN DEBT IN DEFAULT 2025= $425 BILLION (BK OF CANADA 2025)

US$ millions

= 50,000.0

<10.0

2024

1990 1 T T T Tttt 2024
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Total sovereign debt in default 1960-2023 $million (BOC)
500000 ﬂ
400000
300000
200000
Ecuador, Argentina, Belize, Lebanon,
100000 Mozambique, Nauru, Puerto Rico,
Suriname, Venezuela and Zambia.
Tunisia? South Africa?
0
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Chart 1: Total share of debt in default by creditor

100%

80%

650%

40%

20%

1990 1995 2000 2005 2010 2015 2020

— IMF —— IBRD — 1DA — 1A

- Paris Club —— China Other official creditors —— FC bank loans

reditors - - LC debt

FC bonds
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What are the largest emerging market countries’ risks in 2025?
Distressed and Defaulted EMs Lead Returns
Riskiest credits are handing investors the biggest gains in year-to-date
——————— L
Lebanon
Sri Lanka 19.1
Argentina
Pakistan
Bahamas : Additional candidates
Ethiopia . for debt default:
Maldives . *  Tunisia
Tajikistan ¢ South Africa
* Ecuador
Zambia . + Belarus
Source: Bloomberg
Total returns on sovereign dollar debt from emerging markets Bloomberg
18
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Volatility of EMCs average credit default premium 2022-24

merging-Market credit-default premium erases post-Ukraine-war spike
W Markit CDX Emerging Markets Index
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Source: IHS Markit, Bloomberg Bloomberg @

19

Despite the low global interest rates of the past decade, the external debt-
DOMINO EFFECT OF DEBT CRISES servicing burden of EMDEs has been steadily climbing, with a sharp rise in 2020.

(average total external debt service, EMDEs, as a percent of goods, services, and primary income)

Common feature of debt crises= sudden .

jump in debt levels, often driven by large % | Ext DS/GDP%
exchange rate depreciations in countries

with  foreign currency debt, and 2

governments’ assumption of contingent

liabilities amassed by SOEs, subnational 15

governments, banks, or corporations.

Share of countries in

default > 20% shaded

With lower growth, higher inflation, and

setbacks in the fight against poverty, 5

protracted  defaults damage the

H H H 0 T T T T T

economic and social fabric of the debtor . i g i i i

country.
Sources: World Bank, International Debt Statistics; and Reinhart and Rogoff (2009).
Note: Default shares based on all countries (193 as of 2020). Debt servicing is an
average for 123 EMDEs. EMDEs = Emerging market and developing economies.

20
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THE KEY ISSUE OF THE RISING SHARE OF PRIVATE CREDITORS
IN THE POOR IDA-ELIGIBLE DEVELOPING COUNTRIES

Sbn

Bl Bilateral creditors
Multilateral creditors™

I Bondholders

H Other private creditors

200 > <
N,

&S00

L£00

200

J i
2012 2014 2016 2018 2020 2022

/ ; Source: World Bank International Debt Statistics database » “including IMF. IDA refers to the
FINANCIAL TIMES International Development Association, which is the soff-loan arm of the world Bank

MH BOUCHET/SKEMA-CIFE 2025-26
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AFRICA’S BOND Africa, Eurobond amortisation, $bn

By credit-rating group
DEBT WALL
M Higher (BB and above) M Lower (B and below)

15

2020 25 30 35

MH BOUCHET/SKEMA-CIFE 2025-26 Source: M&G Investments
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EXTERNAL DEBT
VULNERABILITY

IN AFRICA
(LIQUIDITY, SOLVENCY,
SPREADS AND REFINANCING
CHALLENGES)

MH BOUCHET/SKEMA-CIFE 2025-26

04| Ranking of African countries’ debt vulnerability impacting
the sovereign credit ratings

1
Mauritania |

Burundi

Debt vulnerability ranking

Low HIGH

Seychelles

= International boundary

@ Claims, dispute, estimate or
unilateral boundary

]
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Off the radar
The boom in hidden debts has given way to a rise in the number of unrecorded
debt restructurings.
TH E WAV ES O F DE BT (number of external sovereign debt restructurings)
CRISES , DEFAULTS ; & 25 DS:I: 2ozo—tzgz1
ocumente
DEBT RESTRUCTURING - fem g
1 9 80 - 2 O 2 1 Restructurings with
private external creditors
15 (bondholders and banks)

MH BOUCHET/SKEMA-CIFE 2025-26

10 - Restructurings with
Chinese state-owned
entities
5
0 -

1980 1990 2000 2010 2020

Sources: Horn, Reinhart, and Trebesch (forthcoming).

Note: This chart combines data on distressed debt restructurings of private external
creditors (bondholders and banks) with those of Chinese creditors. The Chinese cases
include 33 debt reschedulings with countries at high risk of or in debt distress in the
wake of the 2020-21 Debt Service Suspension Initiative (DSSI). To avoid bias, 149

“symbolic” restructurings of minor, zero-interest loans are excluded.

24
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TACKLING THE
OPACITY OF
CHINA’S LOANS TO
EMCS

<

Y PR ES——————

RNV <5
supan

CHE 3::  Heavily

s Poor Countries

© ZAMBIA
<l G
@ BOLIVIA
S Bk
q r @ CHAD

$3.28B

® SENEGAL
Il $55%
T

® NIGER

£ $2.78B
@ MALIL
O 226

® CAMEROON
L) Bws

@ GHANA

$31.18B

@ GUINEA

$21.98B

Total Loans from China ¢ )

Ty and World Bank launched the
S Indebted Poor Countries (HIPC)
Init in 1996 to provide debt relief to

cligible countries.

BOUCHET/SKEMA-CIFE 2025-26 s US-China Economic and ecurity Revies Commission (v 2023) (g
25
2020 2021
LTK 1225 1300
Hello CIFE Master Students! Imports -4650 250
Ukraine’s BOP is messy' Deb.t repayments -985 -1200
° Services revenues 625 500
Let’s improve it! E&Os -275 -950
Exports 5550 4150
Official Transfers 300 125
‘ Current account
FDI 375 100
Portfolio 200 150
Interest payments -1450 -1855
Private unrequited transfers 125 100
ST Kinflows 325 1000
ST K Outflows -465 -800
Trade Balance
Counterpart items 100 125
Change in reserves
CA/GDP%
GDP 12500 14550
R/M ratio (months)
Reserve level 12/2019 .
- 3500_H
MH BOUCHET/SKEMA-CIFE 2025-26
26
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" 020 2021
Good Job! Exports 5550 4150
Now calculate the liquidity Imports -4650 -5250
and solvency ratios! Tr:?\de Balance 900 -1100
Services revenues 625 500
Interest payments -1450 -1855
Official Transfers 300 125
Private unrequited transfers 125 100
Current account 500 -2230
FDI 375 100
Portfolio 200 150
LT K 1225 1300
Debt repayments -985 -1200
ST K inflows 325 1000
ST K Outflows -465 -800
E&Os -275 -950
Counterpart items 100 125
Change in reserves -1000 2505
CA/GDP% 4,00% -17%
GDP 12500 12950
R/M ratio (months) 8,1 3,2
Reserve level 12/2019 4500 1995
3500

MH BOUCHET/SKEMA-CIFE 2025-26

27
2020 2021
Very good Job, Liquidity ratios
GEGPA! DSR (P+1)/XGS 47% 83%
= Interest/XGS 23% 40%
4 . Solvency D/GDP 101% 100%
Reserves 4500 1995
Gross inflows 8725 7425
Net Inflows 2350 -775
Net transfers 900 -2630
R/M months 8,1 3,20
Trade openness 87% 76%
- CA/GDP 4,0% -17,2%
= Average rate 12% 14%
Debt stock 2019 12600 12900
» 12500
MH BOUCHET/SKEMA-CIFE 2025-26
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CAPITAL MARKET GLOBALIZATION & DEBT STRUCTURE=
INVESTMENT FUNDS AND RATING AGENCIES IN THE DRIVING SEAT
Share of Public Debt held by foreign investors %

100%

90% -

80% -

70% -

60% -

50% 4 -

40% -

30% -

20% -

0% - T T T T T
Cyprus Austria Ireland France Belgium  Germany Netherlands Spain Italy Denmark UK Sweden
Source: FT, IMF, Natixis, US Treasury, EU 2023 MH BOUCHET/SKEMA-CIFE 2025-26

29

WHAT MATTERS? HOW LARGE IS THE DEBT, HOW HIGH IS THE DEBT/GDP
RATIO, OR WHO HOLDS THE DEBT?

. . . . Main holders of Japanese bonds (2021)
Main holders of Italian public debt (€ billions)
Bank of Japan
280 100
Life and non-Iif t

400 = Households
Banks, etc.**

= |talian banks
Foreigners

400
= ltalian insurance

companies Public pensions

I f
310 nvestment funds Pension funds
= Foreign (banks, I
insurance, etc.) cuseee
[ Banca de Italia Others
. ECB General government
(excluding public pensions)

bource: Own calculations based on Banca d'ltalia statistics. 0% 10% 20% 30% 40% 50% 60%
ote: Total public debt (debt of all levels of the Italian government together) amounts to about €2,250 billion Share of JGE holders
Italy’s public debt to GDP= 155% GDP Yen denominated bonds= 252% of GDP

MH BOUCHET/SKEMA-CIFE 2025-26
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Holders of Italian sovereign debt
€bn

= Central bank = Other residents incl households . Financial institutions
= Mon-residents

v ' so0
600
£00
200
2000 2005 2010 2015 2018
Source: Jefferies
31
Foreign investors held $7.3T in U.S. debt in @
2022. This is in the form of Treasuries, one As the U.S. dollar A rising U.S. dollar
of the most liquid markets in the world. strengthened in 2022, and higher interest
foreign Treasury holdings rates made owning
WH 0 ARE TH E MAI N sank almost 6%. these bonds less
profitable.
HOLDERS OF US DEBT? =
., 3 P
— - The Cayman Islands
Luxembourg :'“ o held the sixth-largest
} Rty G stockpile of U.S. debt,
$3298 S48 Cayman at $283.8B.
Islands
l $2848
Belgium
Taiwan s\sn;alulla
o 22268 S. Korea
Hong Kong @ $1038
$2218
g > e
ol - Thatland
Germany Singapore S668
$1018 1798
o Japan
S1aT
5
China
/ $8678
In 2022, Brazil shed $23B 3 p Since 2018, China's U.S. debt
in U.S. debt. The country's holdings have declined 30%,
high government debt leaves it or about $256B.
vulnerable to interest rate hikes.
—
MH BOUCHET/SKEMA-CIFE 2025-26 = @
Represents major foreign holders of Treasury securities. Data os of December 2022, Source: LLS. Department of the Treosury

32
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CENTRAL BANKS” ACCOMODATIVE MONETARY POLICY AND SOVEREIGN DEBT

Fed is holding 20% of US government bonds outstanding LZ]
% Government bonds held by central banks as a %%
percent of goverment debt securities ocutstanding
40 40
35 35
30 30
25 25
20 20
15 15
10 10
§S5 5§ $ €5 FE8sE55s585¢E8¢E 5
5 35:if3c " £73F:3REQ
2 3
Source: OECD, DB Global arkeis Ressarch
SOURCE: Deutsche Bank BUSINESS INSIDER
MH BOUCHET/SKEMA-CIFE 2025-26
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I Biggest outstanding amounts on residents of Russia,
by country of foreign bank (in billion U.S. dollars)
Where . S
banks hOId :, \\ I, \\ ;’ \\ /’ \\
] \ | \ i \ ! ‘
1 1 1 1 I 1
most . 25%3 ; ‘ 25.2 ! £ 17.5 0 14.7
A} ! LY r N\ ’, \ F
Russian N el S - -
? Italy France Austria u.s.
bonds? O O 5 =
-— —
!/’ —h\\ ,"_"’\ ,/"'-.\ e
& b ' \ 4 "
'\ 9.6 : 8.1 \ 6.6 ! 1 3.7
A I o y; Y 4
S ’ Q ’ o =7
Japan Germany Netherlands Switzerland
. Y
® ® - )
Consolidated claims on an immediate counterparty basis, as of Sept 30, 2021
Source: Bank of International Settlements

34
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DEBT CRISIS IS A
MATTER OF
THRESHOLD AND
TRIGGER POINT!

Breaking point

Many emerging market and developing economies have encountered crises at
lower debt levels than those prevailing in 2021.

(public debt as a percentage of GDP, 1900—2021, unweighted average, 46 EMDEs)

100

Pre COVID-19.
) Pre-Depression 2017-19
default wave, Debt buildup
:)9i9—bs11d Pre GFC, 200608 2019 avg. 55.9%
80 - ebt buildup Deleveraging

1931 avg. 47.2%

2008 avg. 37.6%

60 - Pre 1980s debt crisis,
1980-82
Debt buildup
1982 avg. 45.8%

40

20

0 -
1900 1920 1940 1960 1980 2000 2020

Sources: IMF, World Economic Outlook; and Reinhart and Rogoff (2009).

Note: Dotted lines cover four crisis episodes: 1929-31 and 1980-82, the onset of major
debt crises in EMDEs; 2006-08, the onset of the GFC, primarily affecting advanced
economies; and 2017-19, the pre-COVID-19 debt buildup in EMDEs. EMDEs = emerging
market and developing economy; GFC = global financial crisis.

35
EXTERNAL FINANCING PROFILES IN 2025
* — -
— BN
RATIOS VIETNAM GABON ECUADOR
oeneor | Gaso | Cand | 2%
2| Public Debt/GDP 33% 55% 60%
3. Coface B/B c/D c/B
s GDPpc$ (37200 9500 6000
5. R/M 4 2 2,4
6. FDI/GDP C 9% ) 4% CL10
7. Doing Bus/190 o @
Source: IMF 2025 MH BOUCHET/SKEMA-CIFE 2025-26
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FX Reserves as % of  FX reserves as
short term debt % of GDP

India 427% 15%
FX RESERVES |china 399% 27%
Mexico 334% 16%
AS BU PFER OF Korea 330% 26%
Taiwan 277% 22%
L‘ Q U ‘ D |TY Switzerland 63% 96%
C Q | S \ S Japan 45% 23%
Canada 13% 5%
Italy 5% 2%
UK 2% 4%
Germany 2% 1%
France 2% 2%
eserves an or y short-term deDt as 0

Sources: National Authorities; World Bank; International
Monetary Fund; Haver Analytics

MH BOUCHET/SKEMA-CIFE 2025-26
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4.8 8. 2.1 35.0 31
11.9 _92.9 | 0.6 50.0 32
20.7  ©3 73.6 4.3 55.6 33
=31 3.2 £0.0 0.6 47.9 34
10.6 3.2 89.7 1.7 50.2 35
23.4 2.4 76.3 2.1 54.3 36
9.4 3.7 76.1 2.0 48.3 37
12.6 2.2 82.3 2.8 53.9 38
6.9 4.7 70.6 1.5 40.5 39
7.3 4.2 63.3 2.2 42.8 40
2.3 5.1 2.2 57.6 43
3.2 5.1 72.3 1.5 40.4 42
2.7 4.4 87.9 S 2.4 67.0 a3
6.5 2.9 60.3 [ -0.2 33.9 44
5.2 2.2 73.1 i3 15 1.5 28.6 45
2.7 5.0 638.5 a6 2.0 ¥ 46
5.2 2.2 67.2 17 1.1 7
18.5 1.5 57.3 18 1.8
3.3 4.3 62.0 19 1.3
3.8 2.6 63.3 20 2.1
2.3 5.1 63.5 21 1.0
1.9 5.1 77.9 22 1.5
1.7 - _88.4 23 0.6
3.0 3.2 58.3 24 . 1.4
6.5 2.3 38.8 25 i 1.0 0.3
0.6 37.0 26 -0.1
1.9 3.1 73.2 27 0. 0.6
2.1 2.3 68.3 28 X0 M 0.5
2.6 2.9 49.3 29 1.0
11.3 0.7 ES2US I 30
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THE DEBT TRAP IN A NUTSHELL DURING AND AFTER THE GLOBAL FINANCIAL CRISIS

« Austerity + deficits »

P Deficit shrinking with
spending cuts + wage
reduction + tight fiscal
and monetary policy =

GDP fall =

P solvency ratios worsening
= Rating downgrading
= Higher borrowing costs

« Deficit-driven stop & go »

P Large primary fiscal
deficit = higher
consumption = larger
external deficit = larger
unfunded financing
requirements =

» GDP rises = « stop & go »

» Rating downgrading!

= Higher borrowing
requirements

;

MH BOUCHET/SKEMA-CIFE 2025-26
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FISCAL DEFICITS + LOOSE
MONETARY POLICY =
INFLATIONAY EXPECTATIONS
+ RISING INTEREST RATES
2022 AND BEYOND

9
8
7
6
B
4
3
2
1
0

Yields moving up
10-year US Treasury yield has increased 70 basis points in 2021.

(global sovereign bond yield curves, in percent)

-1 -

MH BOUCHET/SKEMA-CIFE 2025-26

Emerglng Markets
=
................ o
us
.................................... el
1 year 2 year 5 year 10 year o

Sources: Bloomberg and IMF staff calculations.
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DEBT CRISES DO NOT Domestic debt

from 31 to 46 percent of their total sovereign debt.

EXTE R NAL | N D E BTE D N ESS ! (domestic debt as a percent of total debt)

Over the past two decades the share of domestic debt in
ALWAYS STEM FROM emerging market and developing economies (EMDEs) has risen

50
THE RISE IN EMERGING
45
COUNTRIES’ DOMESTIC
DEBT 2000-2021 w
35
30
25
20
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020
Source: IMF staff calculations.
Note: Values displayed are the median of domestic debt.
MH BOUCHET/SKEMA-CIFE 2025-26 IMF
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REVERSAL IN THE HISTORIC GAP BETWEEN EM LOCAL CURRENCY BOND YIELDS
AND SUPPOSEDLY SAFER US-DOLLAR BONDS
Emerging market bond yields (%)
— JPMorgan GBI-EM Global Diversified index (local currency)
— JPMorgan EMBI Global Diversified index (hard currency)
12
1’~
’ \ A 10
"
8
W
WY "
\ { 'Y W -\V\
W | -
4 " W
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2022
Source: Thomson Reuters Datastream
MH BOUCHET/SKEMA-CIFE 2025-26
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GREECE’S NEW DEBT SUSTAINABILITY ENVIRONMENT

The much improved structure of Greek debt is due in large part to the ESM’s and its predecessor, the EFSF’s, very
favourable lending terms and the liability management exercises.

The ESM holds around 55% of Greece’s public debt and the weighted remaining maturity of the ESM/EFSF loans is 31
years — much longer than that of the remaining debt stock.

Due to the low interest rate on these loans — thanks to the ESM’s own low, AAA rated cost of funding — Greece’s annual
costs for servicing these loans is lower than expected for its total debt level. Thanks to the general decline in interest
rates, the focus is less on the stock of debt (debt-to-GDP%) — but rather on budgetary flows and roll-over risks.

Effective interest rate

(in % of gross government debt)
12%
10%

8%
6%
4%

2%

0%
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

MH BOUCHET/SKEMA-CIFE 2025-2| Source: AMECO, IMF, ESM calculations
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GREECE: PUBLIC DEBT/GDP 2000-2026

Greece: Total DEBT/GDP %
300 (source : IMF 2025)

250
200

150

100

50

20012002 2003 2004 2005 2006 2007 2008 2009 201020112012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

H BOUCHET/SKEMA-CIFE 2025-26
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UKRAINE’S DEBT

IN USS BILLION
END-2021: $125 BILLION
$25 BILLION BOND DEBT
$9 BILLION BANKS
IFIS $16 BILLION

EXPECTED TO REPAY US$4,4
BILLION IN 2022, INCLUDING
$2,3 BILLION TO THE IMF

Ukraine’s debt

to GDP Ratio
End-2021 > 66%

MH BOUCHET/SKEMA-CIFE 2025-26

Total external debt in USS billion

2004 2007 2010 2013 2016

TRADIN

GECONOM]

2019

ICS.COM | NATIOHAL BANK OF UKRAINE

160000

140000

120000

100000

80000

50000

40000

20000
2022

Debt ratio in % of GDP

]

3593l5l5

20.5
148123

70.2

791809

B0
60.9 60.8
60
50.3
40
20

2ms

STRY OF FIN,

100

=]

2020

ANCE, UKRAINE

45

Ukraine.

UKRAINE’S DEBT AFTER DONBASS

Since 2014, the World Bank has lent USS$8.4bn,
the IMF has loaned USS$17bn,

and the European Commission has advanced at least €13bn.
Paris Club claims on Ukraine= S5 billion
Bonds USS 25 billion

MH BOUCHET/SKEMA-CIFE 2025-26

Since the outbreak of the war in Donbas in 2014, IFls engaged deeply in
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UKRAINE’S ECONOMIC AND FINANCIAL CRISIS IN 2015

1.Widening budget and current account deficits
2.No more FDI

3.Economic recession

4.Massive depreciation of the hryvnia

5.Drop in official reserves (R/M = 3 months in 2015)
6.IMF emergency loan

H BOUCHET/SKEMA-CIFE 2025-26

Ukraine foreign exchange reserves
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7.External liquidity crisis! (Ext Debt/GDP=131%in 2015

Source: Thomson Reuters Datastream
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to press ahead with 4-year S40 billion package

Templeton...
P Inclusion of GDP-linked instrument

value of economic growth > 4%

MH BOUCHET/SKEMA-CIFE 2025-26

UKRAINE’S DEBT RESTRUCTURING 09/2015

» 20% write off on S18 billion of bonds, condition for the IMF

» Main creditors: PTG Pactual, T Rowe Price, TCW, Franklin

P Between 2021-40 investors will receive up to 40% of the

! ;s

48

24



30/12/2025

Ukraine 2015-16 A tough and expensive negotiation...

Recovery case: National Bank of Ukraine

. Summons to pay to National Bank of Ukraine. No full payment followed

. Concerted attachments were effectuated in France, Germany, Luxembourg
and The Netherlands.

. Assets attached > amount owed
. Main legal proceedings initiated.

. National Bank of Ukraine forced to the negotiating table to reach an amicable
settlement.

. A settlement agreement was signed between the creditor and the National
Bank of Ukraine for the amount of USD 13 million (i.e. full principal amount
plus overdue interest).

MH BOUCHET/SKEMA-CIFE 2025-26
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UKRAINE’S EXTERNAL FINANCING FLOWS IN 2022-25

07/2020: IMF package of S5 billion emergency short-term loan
07/2021: Sale of internationally marketed $ & € bonds: $517 million

02/2022: The U.S. government offered S1 billion of loan guarantees
03/2022: €300 million from the EU + $350 million loan from the World Bank
IMF = Ukraine's request for $S1.4 billion in emergency financing.

Ukraine also has $2.2 billion available through 06/2022 under an existing IMF
stand-by arrangement (mid-2020)

a $2.6 billion bond due in 2032 was quoted at 31 cents, hence a 69% discount!
(Fitch = CCC junk bond)
03 & 04/2022: 1-year LC War Bonds with 11% rate (guarantees?)

MH BOUCHET/SKEMA-CIFE 2025-26

04/2022: $1 billion bond due in 09/22 quoted around 50 cents on the dollar, while
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RISE AND FALL OF UKRAINE’ LOCAL CURRENCY BOND YIELD

13%
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DEPRECIATION OF THE RUBLE AND HRYVNIA AHEAD OF THE RUSSIAN INVASION

Ukrainian hryvnia and Russian ruble vs the U.S. dollar, percentage change
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UKRAINE’S DEBT : RISE IN CDS PRICES

) . . .
Ukraine's CDS Spread Blow Out on Russian Invasion Fears (in bp)
10,000
Ukraine’s CDS spread of 10,000 bp implies that it costs
000 $10 million/year to insure $10 million worth of debt!
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4,000
Ukraine
107
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Source: Bloomberg, BondEvalue - Created with Datawrapper
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EXTERNAL DEBT ANALYSIS |

How to stabilize the Interest/Export ratio?

'”teres'f Necessary condition: the growth rate of exports must be at least

rate equal to the average interest rate on total external indebtedness

Interest payments grow every year at the average interest

LIBOR

rate time x overall indebtedness [y \

1
v
$
Average growth rate of Exports of
Goods & Services )
> Time
MH BOUCHET/SKEMA-CIFE 2025-26
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r = average rate of interest and g = average GDP growth rate
» DEBT t= DEBT t-1 * (1+r) — Primary Budget Balance
»GDPt=GDPt-1*(1+g)
',>' DEBT ts DEBT t-1 * (1+r) — Primary Budget Balance
“.GDP _/ GDPt-1 *(1+g) GDP
DEBT = DEBT /’/1’+r \\\ - Primary Budget Balance
GDP t —eop t1 *i !
\ol+g i GDP
Reducing DEBT= Reducing r, increasing g, or boosting primary surplus
MH BOUCHET/SKEMA-CIFE 2025-26
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EXTERNAL DEBT ANALYSIS I

How to stabilize the Debt/GDP ratio?

Necessary condition: Deficit must be < (Debt/GDP * GDP growth rate)

If Debt/GDP= 85%
If GDP growth = 2%
Then deficit must be < 1,7%

Deficit

Average Debt/GDP

Time

MH BOUCHET/SKEMA-CIFE 2025-26
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External Debt Analysis IV
How to stabilize the Debt/GDP ratio?
Necessary condition: Deficit must be < (Debt/GDP * GDP growth rate)

g = growth rate of GDP and d = deficit/GDP ratio

DEBT t = DEBT t-1 + DEF t-1 IDIEJE = @l = i
DEBTt = DEBTt-1 +d*Yt1

Yt it

DEBT t IDIBIBIE ()l =% Nl ¢ @l
Yt Y t-1 Yt 1+g
=(1 ) = DEBTt1 + d = d/1tg
1+g Y t-1 1+g 1— (1/1+g)
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