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2023 IMF Annual Meetings: A recap  
The Annual Meetings of the World Bank Group (WBG) and International Monetary Fund (IMF) convene finance 
ministers and central bank governors to participate in the highest-level decision-making bodies of the two 
institutions, as well as in various committees and groups that drive the agenda on issues related to the 
international monetary system and development policy. The 2023 Annual Meetings took place in Marrakesh, 
Morocco from 9 to 15 October 2023 in a difficult economic and geopolitical context. This paper summarises 
the main developments and outcomes of the 2023 Annual Meetings, focusing on IMF-related issues.  

Parliamentary dimension 

Six Members of the European Parliament’s Committee on Economic and Monetary Affairs (ECON) 
attended the Annual Meetings in Marrakesh. At the margins of the Annual Meetings, the ECON 
delegation met IMF and World Bank Group officials as well as representatives of other international 
organisations, businesses and civil society organisations.  

The 2023 Global Parliamentary Forum, organised by the Parliamentary Network on the World Bank 
& IMF, was held on 9 October. Parliamentarians from countries across the globe met and discussed with 
IMF and World Bank officials issues such as climate finance and digitalisation. In addition, the World 
Development Report 2023 was presented by the World Bank and discussed with participants. 

Economic and geopolitical context 
The global economy has been gradually recovering from significant challenges posed by the COVID-
19 pandemic, Russia's invasion of Ukraine, and the cost-of-living crisis. Despite all of the challenges, 
such as fragmentation in energy and food markets (see Box 1) caused by Russia’ s invasion of Ukraine and 
tightening of global monetary policies to fight the highest inflation rates in more than a decade, resilience 
of the global economy has been (and still is) is remarkable. While latest economic data point out that the 
global economy is in a slowdown, yet it has not come to a complete halt. Downside risks, especially on 
the geopolitical front, have been more pronounced. 

https://www.europarl.europa.eu/news/en/press-room/20231010IPR06805/european-parliament-delegation-travels-to-marrakech
https://www.parlnet.org/events/global-parliamentary-forum-marrakech-2023/
https://www.worldbank.org/en/publication/wdr2023
https://www.worldbank.org/en/publication/wdr2023
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The ongoing conflict between Israel and Hamas, which erupted on 7 October, a couple of days before 
the Annual Meetings started, is not just a regional issue.  Considering that the Middle East has historically 
been an important energy supplier and a key shipping route, the conflicts and potential escalation in the 
region can disrupt the global economy. Bloomberg’s analysis from October 13 suggests different scenarios 
for global growth and inflation given the evolving conflict. For instance, if the situation were to escalate to 
a point where Israel comes into direct conflict with Iran (a key supporter of Hamas) oil prices could soar to 
USD 150 per barrel, potentially causing a global recession with a drop in GDP growth of 1.7% or USD 1 
trillion reduction in world output in 2024. Excluding the impacts of both the COVID-19 pandemic and the 
global financial crisis, this would mark the most severe world economic downturn since 1982, the time when 
the Federal Reserve had to aggressively raise interest rates to combat the high inflation resulting from the 
oil shocks of the 1970s. 

The conflict in the Middle East has elevated geopolitical uncertainties within commodity markets, 
further adding to already high global uncertainties. According to the World Bank’s chapter of the 
“Commodity Markets Outlook” on the “Potential Near-Term Implications of the Conflict in the Middle East”, 
conflicts tend to worsen food insecurity “by disrupting market access, destroying infrastructure, reducing 
incentives to invest, and rendering contracts unenforceable and property rights insecure”. In addition, apart 
from the immediate consequences on oil markets, an escalation would further exacerbate already very 
high global food insecurity (number of people experiencing severe food insecurity has increased from 624 
million in 2017 to an estimated 900 million in 2022, according to the Food and Agriculture Organisation 
[FAO]). Other possible near-term implications of an escalation of the conflict for energy markets can be 
found in the report. In short, further escalation would result in a spike of oil and food prices, rise in the 
production costs of energy-intensive metals with a subsequent rise in the demand for gold as a safe haven 
asset. 

Today's world economy, which is particularly vulnerable after being exposed to such shocks, is still 
recovering from inflationary pressures exacerbated by Russia's invasion of Ukraine last year. In the 
event of production disruptions among major oil producers or another conflict in an energy-producing 
region in the Middle East, further upward pressure on inflation can be expected (e.g., Bloomberg estimates 
a 6.7% increase in global inflation in 2024) which would complicate decisions related to ongoing monetary 
policy normalisation. 

Key takeaways from recent IMF publications 

During the Annual Meetings, the Managing Director of the IMF, Ms Kristalina Georgieva, presented 
the Global Policy Agenda. The Managing Director outlined two key policy priorities:  

i) “safeguard macroeconomic stability and rebuild buffers while enhancing prosperity through 
growth-oriented and green reforms”, and  

ii) “bolster international cooperation to strengthen the global financial safety net and debt 
architecture and to support ongoing fundamental transitions that transcend borders and 
require joint action”.  

In particular, the Agenda stresses the policy trade-offs that emerge at the current juncture in simultaneously 
bringing inflation under control, maintaining financial stability, rebuilding fiscal buffers and pursuing 
sustainable and inclusive growth.   

https://www.bloomberg.com/news/features/2023-10-12/israel-hamas-war-impact-could-tip-global-economy-into-recession
https://openknowledge.worldbank.org/server/api/core/bitstreams/d458fda1-20b0-4d57-b651-351f8612f559/content
https://www.imf.org/en/Publications/Policy-Papers/Issues/2023/10/11/The-Managing-Director-s-Global-Policy-Agenda-Annual-Meetings-2023-Building-Shared-540479
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Latest World Economic Outlook (WEO) 
According to the IMF’s October 2023 World 
Economic Outlook (WEO)1, the global economy is 
expected to grow by 3.0% in 2023 and 2.9% in 2024, 
down from 3.5% in 2022. The IMF notes, “[..] despite 
economic resilience earlier this year, with a reopening 
rebound and progress in reducing inflation from last 
year’s peaks, it is too soon to take comfort. Economic 
activity still falls short of its pre-pandemic path, 
especially in emerging market and developing 
economies, and there are widening divergences 
among regions”.  

In the words of Pierre-Olivier Gourinchas, the 
Chief Economist of the IMF: “the global economy 
is limping along, not sprinting”. The slowdown is 
more noticeable in advanced economies compared 
to emerging market and developing economies. 
Within advanced economies, growth prospects for 
the United States (US) have been adjusted upward 
owing to robust consumption and business 

investment, while outlook for economic activity in the Europe (notably the euro area) has been revised 
downward. Several emerging market economies are showing unexpected resilience, apart from China, 
which is trying to address issues linked to its real estate crisis.2  

Overall, global growth projections for the medium term are the weakest they have been in decades 
and many countries still face significant challenges in improving their living standards. Figure 1 
shows the relative contribution to world GDP of the European Union (EU), US and China - jointly accounting 
for almost 50% of global GDP. China’s share has been increasing significantly in recent years, while the EU 
and the US shares have been declining. This trend is projected to continue over the forecast horizon. Real 
GDP and inflation forecasts for the world and selected countries can be found in Table 1. 

The IMF recognises that global headline inflation has come down from its peak in 2022 and is 
expected to continue on such a declining path. However, core inflation is proving to be more persistent 
than previously expected, driving the upward revision of global inflation projections. The WEO notes that 
“Nearly three-quarters of economies are expected to see lower headline inflation in 2023, but the pace of 
disinflation is especially pronounced for advanced economies”3, though important divergences exist among 
them. Global headline inflation, according to the IMF, will be subject to a steady decline in 2023 to 6.9% in 
2023 and 5.8% in 2024. 

                                                             
1  The IMF publishes its World Economic Outlook four times a year. In their April and October publications, the IMF publishes projection updates 

for all countries, while the January and July publications are only interim and include projection update only for the entire EA (but not for each 
country individually).  

2  See IMF. (2023). “IMF Staff Completes 2023 Article IV Mission to the People’s Republic of China”, Press release 23/380. 
3  One of the assumptions that has been adopted for the projections presented in WEO is that projected oil price is expected to be USD 80.49 per 

barrel for 2023 and USD 79.92 per barrel for 2024. 

Figure 1: Contributions to world GDP growth 

 
Source: IMF WEO October 2023 database.  
Note: Dashed line refer to IMF estimates. 

https://www.imf.org/en/Publications/WEO/Issues/2023/10/10/world-economic-outlook-october-2023
https://www.imf.org/en/Publications/WEO/Issues/2023/10/10/world-economic-outlook-october-2023
https://www.imf.org/en/Blogs/Articles/2023/10/10/resilient-global-economy-still-limping-along-with-growing-divergences
https://www.imf.org/en/News/Articles/2023/11/07/pr23380-imf-staff-completes-2023-article-iv-mission-to-the-peoples-republic-of-china
https://www.imf.org/en/Publications/WEO/weo-database/2023/October


POL | Economic Governance and EMU Scrutiny Unit 
 

 

 4 PE 747.876 

In most countries, inflation will not return to target before 2025. Furthermore, core inflation persistence 
is reflecting a tighter labour market and “stickier-than-expected services inflation”. The IMF highlights that 
central banks are “haunted” by the prospect of inflation levels becoming embedded in people's 
expectations and influencing pricing decisions in a way that sustains high inflation. When faced with a 
persistent cost-push shock and backward-looking expectations, IMF analysis suggests it might be advisable 
to “use a more extended timeline over which inflation is brought to target.” 

 
The risks to the outlook remain tilted to the downside. In particular, the IMF warns of the risks of high 
commodity prices becoming more volatile under renewed geopolitical tensions and disruptions linked to 
climate changes. Furthermore, in spite of both headline and core inflation have been decreasing, they are 
still above the central banks’ targets, and rising near-term inflation expectations pose a major risk to the 
outlook. Financial market risks remain at the horizon as potential repricing could lead to a rise in interest 
rate expectations and a fall in asset prices. Tighter financing conditions are putting up pressure on housing 
markets, investment, and economic activity, particularly in countries with a larger share of variable rate 
loans. Finally, the erosion of fiscal buffers might increase vulnerabilities to future crises, particularly for 
countries with elevated debt levels and slowing growth.  

  

Box 1: Fragmentation trends in commodity markets 
Though commodity (especially food) fragmentation has been increasing in the last couple of years, Russia’s 
invasion on Ukraine had a profound impact on major commodity markets. Trade restrictions on commodities rose 
significantly in 2022 - double compared to 2021 (Figure 2, left). More recently, according to earnings calls, 
concerns about fragmentation have risen as well (Figure 2, right). Commodities which are vital for green transition 
and highly traded agricultural goods, are at high risk from increased geoeconomic fragmentation, as outlined by 
the IMF. This fragmentation could lead to significant market disruptions, causing substantial price fluctuations. 
Although long-term global economic impact is projected at around 0.3 %, low-income countries would be hit the 
most. In a highly stylised risk scenario (commodity trade between two geopolitical blocs is disrupted), main 
findings show that vulnerable nature of commodities in the situation of fragmentation leads to higher volatilities 
and price changes. In an environment of slowing global growth and tightening of financing conditions, commodity 
market fragmentation would have a consequence for the long-term output, while fragmentation in mineral 
markets could be costly for clean energy and green transition. 

Figure 2: Signs of fragmentation (left) and fragmentation keywords in earnings cells (right) 

        

Source: IMF. 

Note: Fragmentation indices measure the average number of sentences, per thousand earnings calls, that mention at least one 
of the following keywords: deglobalization, reshoring, onshoring, nearshoring, friend-shoring, localization, regionalization. 

https://www.imf.org/en/Blogs/Articles/2023/10/03/geoeconomic-fragmentation-threatens-food-security-and-clean-energy-transition
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Regional Economic Outlook for Europe4  

In recent IMF blogpost, the Director of the European Department, Alfred Kammer depicted latest 
trends in economic outlook for Europe. According to Mr Kammer, one might say that things are going 
well so far for Europe, considering the monetary policy tightening cycle that the European Central Bank 
(ECB) and other central banks have embarked on. Since last summer, central banks have expressed their 
commitment to keeping these rates high for as long as necessary, and inflation has significantly decreased 
from the double-digit levels seen last year - inflation was highest in the EU reaching 11.5% in October 
according to Eurostat. In 2024, average headline inflation is expected to decrease to 3.3% from 5.8% in 2023 
for European advanced economies and to 5.8% from 11.9% for emerging market economies 5. In the current 
scenario, [..] monetary policy should “remain data dependent. Under the baseline, this means it should stay 
the course and remain restrictive in most countries. [..] The policy rate should remain the ECB’s primary policy 

                                                             
4  Report focuses on European countries from a geographical perspective. 
5  Russia, Turkey, Belarus and Ukraine are not included. 

Table 1: Real GDP and headline inflation forecasts (annual changes) 

  2023 2024 2025 

Real GDP 

World 3.0% 2.9% 3.2% 

European Union 0.7% 1.5% 2.1% 

United States 2.1% 1.5% 1.8% 

United Kingdom 0.5% 0.6% 2.0% 

Japan 2.0% 1.0% 0.7% 

China 5.0% 4.2% 4.1% 

India 6.3% 6.3% 6.3% 

Ukraine 2.0% 3.2% 6.5% 

Russia 2.2% 1.1% 1.0% 

Inflation 

World  6.9%   5.8%   4.6%  

European Union  6.5%   3.7%   2.4%  

United States 4.1% 2.8% 2.4% 

United Kingdom 7.7% 3.7% 2.1% 

Japan 3.2% 2.9% 1.9% 

China 0.7% 1.7% 2.2% 

India 5.5% 4.6% 4.1% 

Ukraine 17.7% 13.0% 8.6% 

Russia 5.3% 6.3% 4.0% 
Source: IMF, WEO October 2023. 

 

https://www.imf.org/en/Blogs/Articles/2023/10/13/europe-must-succeed-in-restoring-price-stability
https://ec.europa.eu/eurostat/databrowser/view/prc_hicp_manr/default/table?lang=en
https://www.imf.org/en/Publications/WEO/Issues/2023/10/10/world-economic-outlook-october-2023
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tool.” He also mentions that the time for implementing interest rate cuts will come eventually, and when it 
does, it's preferable to avoid reversals. In any case it is crucial for central banks to remain patient. 

According to the Regional Economic Outlook for Europe, a gradual slowdown in growth is envisaged, 
accompanied by a gradual decrease in inflation. This general decline in Europe differs from the situation in 
the US and China (Figure 3, right). IMF notes that GDP growth in Europe will slow down to 1.3% in 2023 
from 2.7% in 2022, and slightly improve to 1.5% in 2024. In comparison to economies with larger 
manufacturing sectors that are more exposed to energy price fluctuations, service-oriented economies 
should recover swiftly. On a similar note, emerging market economies are expected to undergo a modest 
recovery in 2024. Furthermore, advanced economies and emerging market economies in Europe will 
experience growth rates of 0.7% and 2.4%, respectively. Disparities in growth dynamics are significantly 
influenced by distinct economic structures of economies and different macroeconomic policies in place. 

Short term growth prospects in Europe give a mixed picture. While some countries are exiting technical 
recessions, others are experiencing upward revisions in growth projections for 2023 due to improved trade 
conditions. In the context of the ongoing Russian invasion, it is worth noting that Ukraine is undergoing a 
gradual economic recovery owing to resilience of private sector amid war, with a growth projection of 1-
3% in 2023 (Table 1), with pronounced upside risks. Russia's growth outlook for 2023 has been revised 
upwards, driven by a significant shift from reliance on external demand to increased domestic demand. 

The overall growth outlook for Europe can be attributed to the interaction of opposing 
macroeconomic forces, with implementation of more restrictive monetary policies on one hand and the 
recovery of real incomes on the other. This is accompanied by a gradual reduction in inflation as wages 
continue to rise. Inflation is expected to gradually decrease over the forecast period. This reduction will be 
influenced by various factors, including subdued domestic demand in 2023 and the decline in commodity 
prices impacting core inflation (Figure 3, left). However, real incomes are projected to rebound and given 
the strength and resilience of labour markets, rate of disinflation is under certain risks. Most significant risk 
of disinflation is associated with scenarios where sustained nominal wage growth outpaces both inflation 
and productivity growth rates, particularly in emerging markets across Europe. In such cases, inflation may 
become deeply entrenched, which might lead Europe to stagflation. In that manner, IMF highlights that “[...] 
overall, downside risks to growth dominate. A stagflation scenario with higher inflation and stagnant growth 
is a key risk that could lead to adverse macro-financial spillovers to financial stability and debt sustainability”. 

Figure 3: EU27 inflation dynamics (year-on-year change, left) and GDP growth contributors (right) 

  
Source: IMF. 
Note: Country abbreviations are International Organization for Standardization (ISO) country codes. CESEE = Central, Eastern, 
and Southeastern Europe; EA = euro area; EE = European emerging market economies; EUR = Europe. 

https://www.imf.org/en/Publications/REO/EU/Issues/2023/10/13/regional-economic-outlook-for-europe-october-2023
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The IMF recognises that Europe is confronting these risks in a period marked by structural changes 
resulting from geopolitical fragmentation and climate change, which are exacerbating pre-existing, 
persistent growth issues. Europe's prospects for medium-term growth have been diminishing over an 
extended period, with declining productivity growth playing a pivotal role.  

Going forward, rising wage pressures will have important implications for restoring prices stability. 
According to IMF, wage growth in both advanced economies (AEs) and Central, Eastern Europe and 
Southeastern Europe (CESEE) has mainly been driven by catch-up wage increases and secondary impacts 
stemming from cost-push shocks. However, in some CESEE countries, additional factors might also play a 
role. Wage growth projections are shown on Figure 4 - anticipated average nominal wage growth in AEs 
stands at 5%, 4.5%, and 3.5% in 2023, 2024, and 2025, respectively 6. In contrast, projected average wage 
growth in CESEE is notably higher, averaging 9%, 7%, and 5.5% over the projected horizon. Path of future 
real wage adjustments, whether achieved through reduced inflation or accelerated wage growth, largely 
depends on the prevailing labour market conditions and their outlook. Empirically, tight labour markets are 
associated with higher wage growth 7. At the moment, some features that feed into the picture that labour 
markets might actually be tighter than expected are labour market tightness indicators, decomposition of 
labour market flows and their behaviour compared to trends.   

Global Financial Stability Report 
The initial section of the Global Financial Stability Report (GFSR) summary focuses on key aspects 
linked to the ongoing normalisation of monetary policy and current state of play in financial markets. 
Primary question it addresses is whether this transition will result in a "Soft Landing" or an "Abrupt 
Wakening.” These aspects are still not clear. According to the IMF, as inflation remains elevated and is 
gradually decreasing in many advanced economies, central banks may find it necessary to maintain tighter 
monetary policy for an extended period, possibly longer than what is currently anticipated by financial 
market participants. Even though acute stress episode(s) in the banking system have diminished, certain 
countries still have vulnerable banking systems. In that regard IMF notes: “In addition, cracks in other sectors 

                                                             
6  Projections are based on wage Phillip’s curve equation, inflation-wage growth equation, and long-term co-integrating relationship. 
7  Duval et al. (2022). IMF Staff Discussion Note 2022/001. 

Figure 4: Wage growth projections (percentage points, year-over-year log differences) in AEs (left) and 
CESEEs (right) 

 
 
Source: IMF. 
Note: The solid lines report the purchasing-power-parity GDP-weighted average of observed and projected wage growth across 
countries. The dashed lines report inter-quartile ranges. AE = Advanced Europe; CESEE = Central, Eastern, and Southeastern 
Europe. 

https://www.imf.org/en/Publications/GFSR/Issues/2023/10/10/global-financial-stability-report-october-2023
https://www.piie.com/sites/default/files/documents/duval-2022-03-31.pdf
https://www.imf.org/en/Publications/REO/EU/Issues/2023/10/13/regional-economic-outlook-for-europe-october-2023
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may also become apparent and could turn into worrisome fault lines. In the event of an abrupt tightening 
of financial conditions, adverse feedback loops could be triggered and again test the resilience of the global 
financial system.” 

The IMF's "growth-at-risk (GaR)" measure indicates that global growth risks are predominantly 
skewed towards the downside, as it was in the case of April 2023 edition. In a scenario where “soft-landing” 
has not happened and  investors become more risk-averse, while financial conditions (Figure 5, left) move 
closer to long-term averages, the "growth-at-risk" measure suggests that the distribution of growth 
prospects would be even more tilted towards unfavourable outcomes. 

Global increases in mortgage rates have had different effects on borrower repayments and housing 
market dynamics. This effect is different from one country to another and it is more pronounced in 
countries with a significant share of variable-rate mortgages and house prices still above pre-pandemic 
levels. As shown by IMF simulation, in a scenario where interest rates rise by 200 basis points, countries 
with debt-service ratios that already exceed 10% might face increase in servicing costs up to 1.8 
percentage points, while in countries with high house-price-to-income ratios, additional hikes imposed by 
central banks will result in further burden on debt servicing (Figure 5, right). However, one should note that 
household debt levels are lower than before the period of global financial crisis and that lending standards 
(with borrower-based measures in place) are tighter. 

Fiscal Monitor 

After reaching a historical peak of 258% of GDP in 2020, global debt fell over the two subsequent 
years, mainly due to the strong economic recovery from the pandemic and high inflation. In 2022, the 
US and China together accounted for around 50% of global debt (public and non-financial private). China’s 
share rose from 1% in 1995 to 20% in 2022.8  

                                                             
8  Gaspar, V. (2023). Introductory remarks to the Fiscal Monitory press conference, 11 October.  

Figure 5: Financial conditions indices (left) and debt-service ratios (right) 

 
 Source: IMF. 
Note: GFSR = Global Financial Stability Report; Q = quarter.  

https://www.imf.org/en/News/Articles/2023/10/11/introductory-remarks-to-the-fiscal-monitor-press-conference-vitor-gaspar
https://www.imf.org/en/Publications/GFSR/Issues/2023/10/10/global-financial-stability-report-october-2023
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General government debt is projected to 
increase across advanced, emerging market 
and middle-income economies, while 
decreasing in low-income economies. 9 The 
increase is due to “slowing growth, rising real 
interest rates and budget deficits dipping 
further into red (in part reflecting rising 
borrowing costs)”.10 Among major economies, 
the EU stands out with a debt-to-GDP ratio 
forecasted to decrease from 2023 to 2028. On 
the other hand, in the US and China, 
government debt ratios are expected to climb 
significantly by 16.2 and 27.3 percentage 
points, respectively, in the same period 
(Figure 6). The US is expected to run sizeable 
fiscal deficits until 2028, ranging in that period 
from 6.7% to 8.2%, while China’s deficit is 
expected to fluctuate between 7% and 7.8% 

(Figure 7). 

The IMF has identified11 a trilemma facing 
fiscal authorities at the current juncture 
between i) debt sustainability, as debt is 
high and borrowing costs are rising, ii) 
important policy goals that require large 
investments such as climate change,  
digitalisation, competitiveness, poverty and 
others, and iii) political limits on increasing 
taxes.  

Climate change was the special focus of this 
issue of the Fiscal Monitor.12 In order to deliver 
on net zero commitments by scaling up the 
current policy mix, the IMF estimates that public 
debt would need to increase by 40-50% of GDP 
by 2050, both for a representative advanced 
and emerging market economy. The IMF argues 

that, by designing a better policy mix (that includes, for instance, carbon pricing complemented with 
measures that address market failures, distributional impacts and mobilise private investment), the impact 
on public debt would be limited to a more manageable 10-15% by 2050. Table 2 shows the desirability, 
feasibility and effectiveness of the different policy instruments available to tackle climate change, as 
presented in the Fiscal Monitor.  

                                                             
9  IMF. (2023). “Climate crossroads: Fiscal policies in a warming world”, October 2023 Fiscal Monitor. 
10  Gaspar, V. (2023). Foreword to the October 2023 Fiscal Monitor. 
11  Gaspar, V. (2023). Introductory remarks to the Fiscal Monitory press conference, 11 October.  
12  IMF. (2023). “Climate crossroads: Fiscal policies in a warming world”, October 2023 Fiscal Monitor.  

Figure 6: General government gross debt, 2008-2028,  
% of GDP 

 
Source: EGOV elaboration based on IMF, WEO October 2023. 
Note: Dotted lines represent estimates. 

Figure 7: Overall fiscal balance, 2008-2028, % of GDP 

 
Source: EGOV elaboration based on IMF, WEO October 2023. 

Note: Dotted lines represent estimates. 

https://www.imf.org/en/Publications/FM/Issues/2023/10/10/fiscal-monitor-october-2023
https://www.imf.org/en/Publications/FM/Issues/2023/10/10/fiscal-monitor-october-2023
https://www.imf.org/en/News/Articles/2023/10/11/introductory-remarks-to-the-fiscal-monitor-press-conference-vitor-gaspar
https://www.imf.org/en/Publications/FM/Issues/2023/10/10/fiscal-monitor-october-2023
https://www.imf.org/external/datamapper/datasets/FM
https://www.imf.org/external/datamapper/datasets/FM
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IMF institutional and policy issues 

The IMFC has not issued a communiqué following its 48th meeting. The Board of Governors of the IMF 
and the WBG are advised by two committees: i) the International Monetary and Financial Committee (IMFC), 
and ii) the Development Committee. See Figure 12 in the Annex for an overview the IMF’s governance 
structure. The IMFC13 typically strives to adopt and issue a communiqué during the Annual Meetings that 
reflects a consensus opinion among member countries and that provides guidance to the work of the IMF 
and the WBG. Since the start of the Russian invasion of Ukraine, the IMFC has not been able to adopt a 
communiqué, now for the fourth consecutive meeting. Instead, the current IMFC Chair, Ms Nadia Calviño, 
First Deputy Prime Minister and Minister of Economic Affairs and Digital Transformation of Spain, 
summarised views expressed in a Chair’s Statement.  

16th general review of IMF quotas 

Quotas are a central element in the governance structure of the IMF, defining the decision-making 
power of member countries, their financial commitments and access to financing in case of need. 
Periodically (at least every five years), the IMF’s highest decision-making body, the Board of Governors, 
undertakes a general review of quotas in order to make sure that: i) the IMF has sufficient resources (overall 
size of quotas), and ii) that the allocation of quotas among member countries reflects their relative positions 

                                                             
13  Composed of 24 members, mirroring the composition of the IMF’s Executive Board. Current members include representatives from: Algeria, 

Brazil, Canada, Chile, China, Cote d’Ivoire, Denmark, France, Germany, Hungary, India, Indonesia, Italy, Japan, Korea, Netherlands, Nigeria, Russia, 
Saudi Arabia, Spain (current Chair of IMFC), Switzerland, United Arab Emirates, United Kingdom and United States.  

Table 2: Comparison of climate change mitigation instruments 

 

Source: IMF. (2023). “Climate crossroads: Fiscal policies in a warming world”, October 2023 Fiscal Monitor. 

Note (from source document): Environmental effectiveness reflects the extent to which policies exploit various potential 
behavioral responses for reducing emissions within a sector (based on economic theory and model simulations). CH4 = methane; 
NOX = nitrogen oxides; R&D = research and development. 

https://www.imf.org/en/News/Articles/2023/10/14/pr23353-chairs-statement-forty-eighth-meeting-of-the-imfc
https://www.imf.org/en/About/Factsheets/Sheets/2022/IMF-Quotas#:%7E:text=What%20are%20IMF%20quotas%3F,the%20IMF%27s%20unit%20of%20account.
https://www.imf.org/en/Publications/FM/Issues/2023/10/10/fiscal-monitor-october-2023
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in the world economy (distribution among members). See Figure 8 for an overview of the distribution of 
voting power at the IMF.  

The IMF is a quota-based institution, 
meaning that its lending capacity 
has historically been primarily 
derived from members’ quota 
subscriptions. Quota-based financing 
is considered by the IMF as a first line of 
defence. General quota increases have 
been agreed on a number of occasions 
in the IMF’s history, with the last one 
that doubled overall quotas decided as 
part of the 14th general review in 2010 
and implemented only in 2016, due to 
a lengthy ratification process by the US 
Congress. The 15th general review14 
concluded in 2020 brought no decision 
on quotas. Besides quotas, the IMF, 
however, also relies on backstops in the 
form of two supplementary 
arrangements with certain member 
countries: the new arrangements to 
borrow (NAB) as a second, and bilateral 
borrowing agreements as a third line of 
defence.  

Today, out of the IMF’s overall financial envelope of SDR 983 billion (about EUR 1.2 trillion), less than 
50% is derived from quotas. The possible lack of agreement on increasing overall quotas as part of the 
16th review and the temporary nature of bilateral borrowing agreements (expiring end-2023, extendable 
for one year) and the NAB (current period expires end-2025) could undermine the IMF’s capacity to act as 
an essential part of the global financial safety net.    

The allocation of quotas between member countries is contentious, due to competing interests and 
the zero-sum nature of the issue. The current allocation of quotas is widely seen as outdated and 
misaligned considering the respective positions of countries in the world economy (see Figure 9). 
Discussions on quota allocations are guided by an official formula agreed in 200815. While the formula guides 
the discussions, the final decision on quotas is at the discretion of the Board of Governors.  

                                                             
14  For details on the 15th review see Rakic, D. (2019). “The International Monetary Fund: 15th General Review of Quotas”, European Parliament.  
15  The formula takes into account countries’ GDP (blend method, based on both market and purchasing power parity exchange rates), openness 

(current payments and receipts), variability (of current receipts and net capital flows) and official reserves. 

Figure 8: Voting power at the IMF 

  
Source: EGOV elaboration based on IMF, Members’ Quota and Voting Power. 
Notes: Red dotted line shows voting share needed for veto power (15%). 
Blocks/groups of countries shown in green on the right-hand side are merely 
for illustrative purposes. As far as Executive Board decisions go, countries are 
not organised in such way but rather in so-called constituencies sharing one 
Executive Director, with some larger countries having their own Executive 
Directors. *As agreed in the XV Brics Summit in South Africa in August 2023, six 
countries are scheduled to join BRICS on 1 January 2024: Argentina, Egypt , 
Ethiopia, Iran, Saudi Arabia and United Arab Emirates. 

https://www.imf.org/en/News/Articles/2015/09/14/01/49/pr1625a
https://www.imf.org/en/News/Articles/2020/02/13/pr2050-imf-board-of-governors-approves-a-resolution-on-quota-reviews
https://www.imf.org/en/News/Articles/2021/01/08/pr214-imf-concludes-steps-to-maintain-its-lending-capacity
https://www.imf.org/en/News/Articles/2021/01/08/pr214-imf-concludes-steps-to-maintain-its-lending-capacity
https://www.imf.org/en/About/Factsheets/Where-the-IMF-Gets-Its-Money#:%7E:text=The%20IMF%27s%20current%20total%20resources,as%20at%20end%2DJune%202023.
https://www.imf.org/en/About/Factsheets/Sheets/2022/IMF-Quotas
https://www.europarl.europa.eu/RegData/etudes/BRIE/2019/631059/IPOL_BRI(2019)631059_EN.pdf
https://www.imf.org/en/About/executive-board/members-quotas
https://www.imf.org/en/About/executive-board/eds-voting-power
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The US is the only country with 
veto power for major decisions  
(see Figure 6)16. Taken together, EU 
countries have 25.5% of the voting 
share, although in different 
constituencies in the Executive 
Board. It is often said that emerging 
market economies are 
underrepresented at the IMF and that 
advanced (in particular European) 
economies are overrepresented.17  

BRICS countries jointly had a 
voting share just below the veto 
threshold. However, with the BRICS 
enlargement by six countries from 1 
January 2024, the block will 
effectively have a veto power for 
major decisions at the IMF (see 
Figure 6), even if it is questionable if 
there will be an effort to coordinate 
their positions, given the diversity of 
the group18.  

The ongoing 16th general review 
of quotas is due to be completed by 
mid-December 2023. 19 The latest 
IMFC Statement shows support for a 
“meaningful quota increase that at 
least maintains the Fund’s current 
resource envelope” and calls on the 
Executive Board to “swiftly bring a 

proposal to the Board of Governors and commit to prioritize a timely implementation by an expeditious 
approval of a quota increase through our domestic processes”, with proposals for transitional arrangements 
if needed.  

On 7 November, following the IMFC guidance, the Executive Board of the IMF approved a proposal 
for a 50% quota increase. 20 The proposal foresees an equivalent decrease of borrowing arrangements 

                                                             
16  Major decisions, including quota adjustments, are made with an 85% majority. The US has a voting share of 16.5%.  
17  E.g. the communiqué of the Intergovernmental Group of Twenty-Four on International Monetary Affairs and Development (G24) adopted for 

the 2023 Annual Meetings stresses the need to address quota realignment as part of the 16th review, calling for a “bolstering the voice and 
representation” of low- and middle-income countries at the IMF. The G24 includes emerging and middle-income countries.  

18  In the Executive Board, the enlarged BRICS will be represented by two single-country Executive Directors (China and Saudi Arabia) and one 
quasi-single country constituency (Russia with Syria). In six other constituencies, BRICS countries have either the majority (Brazil, India) or the 
largest (South Africa + Ethiopia, Egypt + United Arab Emirates, Iran, Argentina) voting share. See IMF, IMF Executive Directors and Voting Power.  

19  For a detailed analysis of the issues at stake and different scenarios related to the 16th quota review, see González, T. (2023). “A Guide to the 
IMF’s 16th Quota Review”, Prepared for the Intergovernmental Group of Twenty Four (G24).  

20  IMF. (2023). “IMF Executive Board Approves a Proposal to Increase IMF Quotas”, Press release 23/383.  

Figure 9: Largest quota misalignments, difference between 
actual and calculated quota shares as of July 2022, percentage 
points 

 

  
Source: EGOV elaboration based on IMF, Updated quota data, July 2022. 
Notes: Left side indicates underrepresented countries (-); Right side indicates 
overrepresented countries (+). 

https://www.imf.org/en/News/Articles/2023/10/10/cm101023-intergovernmental-group-of-twenty-four-on-international-monetary-affairs-and-development?cid=em-COM-123-47264
https://www.imf.org/en/About/executive-board/eds-voting-power
https://www.g24.org/wp-content/uploads/2022/12/A-Guide-to-the-IMFs-16th-Quota-Review.pdf
https://www.g24.org/wp-content/uploads/2022/12/A-Guide-to-the-IMFs-16th-Quota-Review.pdf
https://www.imf.org/en/News/Articles/2023/11/07/pr23383-imf-executive-board-approves-a-proposal-to-increase-imf-quotas?cid=em-COM-123-47417
https://www.imf.org/external/np/fin/quotas/2022/0728.htm
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under the bilateral borrowing agreements and the NAB once the quota increase is in effect, thus maintaining 
the current lending capacity of the IMF. The final decision on the proposed quota increase, requiring an 85% 
majority, will be taken by the Board of Governors by mid-December.  

With the current “equiproportional” increase, the discussion on quota realignment between member 
countries has been pushed back to the 17th review. 21 The US position to currently maintain the status 
quo on the quota distribution seems to be at least in part influenced by the cumbersome cooperation with 
“new” creditors, in particular China, on debt restructuring for less developed countries (see next section). 
For instance, US Treasury Under Secretary for International Affairs, Mr Jay Shambaugh, has stated that it will 
be important in the quota allocation discussion “that all countries – especially those that would see an 
increase in share – are respecting the roles and norms of the IMF and working to strengthen the international 
monetary system”.22 

International debt suspension and restructuring initiatives 

Several debt relief initiatives have been implemented at the international level in recent years. In May 
2020, the G20 established the Debt Service Suspension Initiative (DSSI) to help 73 of the world’s poorest 
countries to deal with debt distress by allowing them to postpone debt service payments. The DSSI ended 
in December 2021. In November 2020, the G20 went one step further by endorsing the Common Framework 
for Debt Treatments, to deal also with insolvency problems.  

In recent years, China emerged to become the world’s biggest bilateral creditor (Figure 10). 23 In 
response to this evolving creditor landscape, the G20 Common Framework was conceived as an effort to 
bring together “traditional” Paris Club and “new” non-Paris Club major creditors such as China and India in 
order to coordinate and find solutions for distressed developing countries’ debt. Under the Common 
Framework, using a case-by-case approach, once a country requests debt treatment, an Official Creditor 
Committee is formed. The IMF and the WBG provide support, including through debt sustainability analyses. 
Ultimately, the terms of the debt treatment need to be consistent with the parameters of an IMF-supported 
programme.  

These new initiatives notwithstanding, it should be noted that Chinese bilateral lending to 
developing countries comes with specific conditions that hinder debt treatment through multilateral 
channels. Researchers have found that, besides being covered by a veil of secrecy, such lending agreements 
contain arrangements and promises by the debtors to effectively keep the debt out of the perimeter in 
collective restructuring procedures, and give Chinese authorities influence over the debtor country’s 
domestic and foreign policies.24  

                                                             
21  The IMFC statement and Executive Board decision of 7 November call on the Executive Board to propose possible options on quota realignment, 

including a new quota formula, by June 2025. 
22  US Department of the Treasury. (2023). Remarks at the Center for Global Development on the IMF and Support for Developing Countries by 

Under Secretary for International Affairs Jay Shambaugh, 7 September.  
23  For an in-depth review of China’s expanding role as a lender of last resort in the global financial system, including on People’s Bank of China’s 

swap lines and loans by state-owned banks, see Horn, S., Parks, B.C., Reinhart, C.M. and Trebesch, C. (2023). “China as an International Lender of 
Last Resort”, AidData, William and Mary’s Global Research Institute.  

24  Gelpern, A., Horn, S., Morris, S., Parks, B. and Trebesch, C. (2021). “How China Lends: A Rare Look into 100 Debt Contracts with Foreign 
Governments”, Center for Global Development.  

https://home.treasury.gov/news/press-releases/jy1715
https://docs.aiddata.org/ad4/pdfs/WPS124_China_as_an_International_Lender_of_Last_Resort.pdf
https://docs.aiddata.org/ad4/pdfs/WPS124_China_as_an_International_Lender_of_Last_Resort.pdf
https://www.cgdev.org/sites/default/files/how-china-lends-rare-look-100-debt-contracts-foreign-governments.pdf
https://www.cgdev.org/sites/default/files/how-china-lends-rare-look-100-debt-contracts-foreign-governments.pdf
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In effect, this new constellation of 
creditors brought disruption to 
established multilateral debt 
treatment mechanisms and fora,  
such as the Paris Club, that are an 
essential piece of the international 
financial system. The 
implementation of Common 
Framework, set up as a new platform 
to bridge the gap between new and 
traditional creditors’ interests, has 
been criticised.25 Implementation has 
been slow and requests limited.26 
Under the Common Framework, four 
countries have so far requested debt 
treatments: Chad, Zambia, Ethiopia 
and Ghana. The former two managed 
to reach a restructuring agreement 
with creditors only after protracted 

negotiations: almost 2 years since the request for Chad and 2.5 years for Zambia. For the latter two countries, 
negotiations under the Common Framework are still ongoing, after requests for debt treatment made in 
February 2021 (Ethiopia) and January 2023 (Ghana). Two notable restructurings are taking place in parallel 
outside the Common Framework: Suriname and Sri Lanka.27 In all these cases, China had the largest share of 
debt in default among bilateral creditors, exceeding, in some cases by far, aggregate Paris Club debt.28  

In an effort advance stalled debt treatment discussions, the Global Sovereign Debt Roundtable 
(GSDR) was established in February 2023. The idea was to create another forum to discuss debt treatment 
issues, but in a broader and more horizontal manner, ideally agreeing on a sort of rulebook for debt 
treatments. The GSDR comprises representatives of official creditors (Paris and non-Paris Club), private 
creditors and borrower countries. It is co-chaired by the Managing Director of the IMF, the President of the 
World Bank and the G20 Presidency. The latest GSDR took place during the 2023 Annual Meetings and a 
progress report was produced by the co-chairs.  

Rather than revealing concrete agreement among participants and guidance for future cases, the 
October 2023 GSDR progress report mainly maps out the complexities and points of contention in 
debt restructuring procedures. For instance, the report summarises the complexities and trade-offs 
related to the inclusion of domestic debt in the restructuring perimeter, as an issue that was raised in recent 
cases. Also, issues of comparability of treatment of official bilateral and private creditors and the status of 
government-guaranteed debt of state-owned enterprises was discussed but with no concrete agreement. 
It was recognised that the use of “state-contingent debt instruments” (debt instruments where the 
repayments depend on certain factors, e.g. growth, commodity prices, climate events) could provide a 
solution in some restructuring cases, but they should not become the norm. The report also recognises the 
role of multilateral development banks in providing concessional lending.  

                                                             
25  See Setser, B. (2023). “The Common Framework and Its Discontents”, Council on Foreign Relations, March 26. 
26  Georgieva, K. and Pazarbasioglu, C. (2021). “The G20 Common Framework for Debt Treatments Must Be Stepped Up”, IMF blog, 2 December.  
27  For an overview of progress made in recent debt restructuring cases, see GSDR co-chairs progress report, October 2023. 
28  Source: Bank of England-Bank of Canada Sovereign Default Database. Accessed on 26 October 2023.  

Figure 10: External bilateral debt, low and lower-middle income 
countries, by creditor, USD billion 

 
Source: EGOV elaboration based on World Bank, International Debt Statistics.  
Notes: Includes public and publicly-guaranteed debt of 80 countries classified 
as low and lower-middle income economies. See World Bank country 
classification by income. Paris Club includes 22 permanent member countries. 

https://www.imf.org/en/News/Articles/2023/10/12/pr23348-global-sovereign-debt-roundtable-cochairs-progress-report
https://www.cfr.org/blog/common-framework-and-its-discontents
https://www.imf.org/en/Blogs/Articles/2021/12/02/blog120221the-g20-common-framework-for-debt-treatments-must-be-stepped-up
https://www.imf.org/en/News/Articles/2023/10/12/pr23348-global-sovereign-debt-roundtable-cochairs-progress-report
https://www.bankofcanada.ca/2023/07/technical-report-124/#:%7E:text=The%20database%20is%20posted%20on,of%20government%20obligations%20in%20default.
https://www.worldbank.org/en/programs/debt-statistics/ids
https://datatopics.worldbank.org/world-development-indicators/the-world-by-income-and-region.html#:%7E:text=The%20World%20Bank%20classifies%20economies,%2Dmiddle%2C%20and%20high%20income.
https://clubdeparis.org/en/communications/page/permanent-members
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Surcharge policy 

The latest IMFC Chair’s statement indicates an openness to 
review the IMF’s surcharge policy. As shown in Table 3, besides 
basic charges (SDR rate based on a basket of five countries’ interest 
rates, plus 100 basis points [bps]) applied under its main non-
concessional lending mechanism, the General Resource Account 
(GRA), the IMF applies surcharges29 on outstanding debt that are 
designed to dis-incentivise over-borrowing and incentivise early 
repayment. Such surcharges can amount to an additional 300 bps 
on top of basic charges, meaning that some already heavily-
indebted countries would at the moment borrow from the IMF at 
an interest rate exceeding 8%. See Figure 11 for an overview of 
countries that currently have outstanding credit to the IMF 
exceeding the 187.5% quota threshold applied for surcharges. IMF 
surcharges have been a source of criticism by some observers who 
have called for a reform.30 The oft-cited argument is that IMF 
lending terms are pro-cyclical, which is particularly problematic at 

the current juncture when the global economy faces multiple overlapping economic shocks.31 The IMF’s 
Executive Board already had a broad discussion32 in December 2022 on the role of surcharges and potential 
temporary surcharge relief but decided against exploring such options further at that stage. The October 
2023 IMFC statement might thus give a renewed impetus to the discussion.   

 

                                                             
29  There are two types of surcharges: i) level-based 200 bps on outstanding amounts above 187.5% of quota, and ii) time-based 100 bps when 

outstanding credit remains above 187.5% percent of quota for more than 36 months (or 51 months in the case of Extended Fund Facility 
programmes). 

30  See e.g. Stiglitz, J. and Gallagher, K. P. (2021). “Understanding the Consequences of IMF Surcharges: The Need for Reform”, Global Economic 
Governance Initiative, Boston University Policy Brief 017. 

31  See Tordoir, S. and Krahnke, T. (2023). “Has the IMF’s Lending Become Too Expensive for Its Own Good: The Case for a Lending Rate Cap”. Centre 
for European Reform, Policy Brief, 29 September.  

32  IMF. (2022). “IMF Executive Board Discusses the Adequacy of the Fund’s Precautionary Balances”, Press Release No 22/451.  

Table 3: Example interest rates with 
surcharges under the GRA 

IMF lending rate (GRA) 

Current SDR interest rate: 4.2% 

+ 100 bps margin 

Basic rate of charge: 5.2% 

+ Level-based surcharge: 200 bps 

+ Time-based surcharge: 100 bps 

Interest rate with surcharges: 8.2% 

(+ one-time service charge: 50 bps) 
Source: EGOV elaboration based on IMF. 

Figure 11: Countries with outstanding credit under the GRA 
exceeding 187.5% of quota 

 
Source: EGOV elaboration based on IMF, Financial Data Query Tool. 

https://www.imf.org/external/np/fin/data/sdr_ir.aspx
https://www.bu.edu/gdp/files/2021/10/GEGI_PB_017_FIN.pdf
https://www.cer.eu/publications/archive/policy-brief/2023/imf-lending-too-expensive#FN-13
https://www.imf.org/en/News/Articles/2022/12/20/pr22451-imf-executive-board-discusses-the-adequacy-of-the-funds-precautionary-balances
https://www.imf.org/external/np/fin/tad/query.aspx
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ANNEX 

Figure 12: The governance structure of the IMF 

 
Source: IMF. 
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