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GRCOSS™ IMF — cont’d

* Process: In general, the IMF encourages its members to engage in a
collaborative process with their creditors when seeking a restructuring.
Beyond that, the IMF leaves the specific details of the debt restructuring
strategy to the debtor and its legal and financial advisors. In pre-default cases,
the IMF does not insist on any particular form of dialogue between the debtor
and its creditors. In post-default cases, the IMF is guided by its arrears policies,
which set more specific standards for dialogue between creditors and debtors,
including assessing whether the member is making a good faith effort to reach
a collaborative agreement with its creditors.

* Inter-creditor equity: The IMF does not intervene on issues of inter- creditor
equity. Its arrears policies, however, do imply stronger protections for official
creditors than for private creditors. Creditors have also accepted, in
restructurings undertaken in the context of IMF-supported programs, some
intra-group differentiation in the treatment of their claims, to help limit the
extent of economic dislocation, maintain market access, and pre- serve
financial stability.




GRCOCAS5S*

The IMF’s Role in Restructuring

Because of its oversight and financing roles enshrined in its Articles of Agreement, the IMF is often central
to the debt restructuring process

Financing: The IMF provides balance of payments financing “under adequate safeguards” (e.g.,
conditionality) to a member country imple- menting an economic adjustment program. The success of that
program is meant to assist the member in overcoming its balance of payments problem, enable it to repay
the IMF, and foster stability more generally, including by preventing or mitigating spillovers to other
countries.

The “trigger”: Whether a country requires a debt restructuring will depend on a debt sustainability analysis
(DSA), the feasibility of policy adjustment and the availability of financing from all available sources. The
IMF’s DSA hence plays a role in the decision whether a debt restructuring will take place (whether in the
context of an IMF-supported adjustment program or outside).

The financing envelope: The IMF’s DSA also effectively identifies the envelope of resources available for
debt service payments to official and private creditors, which is crucial to anchor deliberations between the
debtor and its creditors.
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GRCOCAS5S*

The Paris Club

* The principal international forum for restructuring official bilateral claims is the Paris Club
(G20 Leaders Declarations, 2016, 2018, and 2019), an informal group of twenty-two
creditor countries that have worked together since the 1950s to find coordinated and
sustainable solutions to countries’ debt problems.

* The Paris Club has six main principles
* solidarity (members shall act as a group);
» consensus (decisions are taken by consensus);
* information sharing (members share views and infor- mation);
* case-by-case approach (decisions will be tailored to each individual debtor);
* conditionality (in particular, the country must have an appropriate IMF-supported
program),
* comparability of treatment (The Six Principles).
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