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Debt sustainability in the 
context of the COVID-19



Objective 

 Situation of developing countries’ debt sustainability on the eve of the COVID-19 crisis. 

 The impact of this crisis on developing countries’ external situation

 The international initiatives already taken to relieve developing countries’ debt burdens

 UNCTAD recommendations
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On the eve of Covid-19 crisis, 

debt sustainability in most 

developing countries was 

already under pressure 
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Debt sustainability on the eve of the 
COVID-19 crisis 

Source: UNCTAD calculations based on World Bank International Debt Statistics.
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Increased in the 

share of private 

creditors
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The impact of the COVID-19 crisis: 
transmission channels
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Increased in the 

share of private 

creditors

• Fall in international trade 

and commodity prices

• Drop in remittances

• Slump in tourism
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The impact of the COVID-19 crisis: 
a wall of debt payments



International Initiatives so far

• IMF Catastrophe Containment and Relief Trust (CCRT) cancelled debt repayments due to it 

by the 27 poorest developing economies for six months, estimated to around USD 215 

million

• G20 - Debt Service Suspension Initiative (DSSI) for 73 LDCs – official bilateral creditors, not 

private creditors or multilateral banks (around $20 billion) – 43 of which have applied

• Nothing for 106 other middle- and high-income developing countries. IMF estimate emerging 

market countries have a funding need of $2,5 trillion. 37% of emerging market bond index 

tipped to default (JP Morgan).
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UNCTAD recommendations

• Improvements to market-based approaches (e.g., state contingent bonds) are important,

but not sufficient. It is also necessary:

• Extended and broader temporary standstills

• Long-term debt sustainability assessments to define the debt relief and restructuring needed to
restore this sustainability

• Debt-swaps: lesser form of debt relief to countries with high but sustainable debt burdens,
struggling to address the immediate impacts of the COVID-19 crisis.

• Establishment of an International Developing Country Debt Authority to oversee the
implementation of these initiatives and others to prevent future debt crisis (e.g., UNCTAD soft law
principles on responsible lending)

• ODA Marshall Plan: unfulfilled ODA commitments in the past could finance immediate debt relief
to mobilize and/or provide exceptional funding for Covid-19-related health expenditures
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Debt management in the 
context of the COVID-19



Objective 

Share the insights of UNCTAD’s Debt Management & Financial Analysis System (DMFAS) 

Programme from its experience of providing technical assistance in debt management during the 

COVID-19 pandemic

DMFAS has been supporting countries in debt management for almost 40 years and is a major 

provider of technical and advisory services. The overall development objective of the programme 

is to strengthen governments’ capacity to manage their debt effectively and sustainably in support 

of poverty reduction, development, transparency and good governance

Currently supporting debt management offices (DMOs) of 87 institutions in 60 countries
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ISSUE - Importance of debt management

International community recognizes that an effective response to COVID-19 by governments 

requires effective management of a country’s public finances, including its public debt

New financial vulnerabilities and increased risks of debt distress faced by developing countries, 

particularly the poorest, as a result of the COVID-19 health and economic crises, reinforce the 

need for effective debt management as an intrinsically important component of Public Financial 

Management

The effective management of public resources and liabilities has become even more necessary in 

the face of increasing pressures on public finances 

The availability of comprehensive, accurate timely information on public debt and contingent 

liabilities is critical for policy decisions and risk management in the context of the pandemic
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CHALLENGES – weak capacity

Many developing and transition countries lack the appropriate human and technical capacity for handling 
public resources and liabilities effectively. Weak capacity of DMOs to:

 Maintain comprehensive, accurate and timely information on public debt

 Report effectively in accordance with international standards

 Process eventual new debt instruments and conditions related to COVID-19 responses

 Record, process and report the results of debt restructuring and eventual relief measures

 Sustain debt operations during the COVID-crisis

 Provide opportunities for training and update of skills. 

Many pre-existing weaknesses such as high staff turnover, lack of training opportunities, poor integration of 
systems, inadequate organizational structure and procedures etc. have been aggravated by the crisis
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SOLUTIONS – available support

Important that governments address these capacity weaknesses

TA providers offer support in both ‘downstream’ (debt recording, reporting, monitoring etc.) and 

‘upstream’ (debt strategy, debt sustainability analysis etc.) debt management 

For example, UNCTAD’s Debt Management & Financial Analysis Systems (DMFAS) Programme is 

providing tailored support in ‘downstream’ debt management:

o Capacity-building in debt reporting as preparation for debt reorganization and debt relief negotiations 

o Recording, reporting and monitoring COVID-related debt reorganization initiatives using DMFAS 

o Online support for remote access to the DMFAS system in countries which require debt office staff to 

work remotely as a result of the pandemic can sustain their debt operations

o Continued delivery of capacity-building activities remotely when traditional face-to-face training is 

impossible due to travel restrictions. 
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SOLUTIONS – role of auditors

Suggestions for key related areas where auditors can provide valuable support for DMOs during the 

COVID-19 crisis - diagnosis and recommendations for :

Business Continuity – improving capacity of DMO to continue operations in crisis situations,    

including remote working

Information Systems – comprehensive, reliable, secure, connected debt management systems

Debt databases – comprehensive, accurate, reliable debt databases

Operational risk management – procedures, security of operations and data
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Thank you!
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