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It is a pleasure to be here to address you on an issue that is critical to the United States and to the
world.
We all know the importance of global financial stability. We cannot have a robust American economy
and a strong global economy in a world of financial instability.2 The 2008 global financial crisis illustrated
how easily global instabilities can move from one country to another, and how grave the consequences
can be. These are issues that can best—and in some cases can only—be addressed multilaterally, in
particular through the IMF. And it is appropriate that they be addressed multilaterally because global
financial stability is a global public good that needs to be tackled through global collective action.
This is especially important now, as the world faces a multiplicity of risks: the pandemic and its
economic aftermath; the climate crisis; and the inequality crisis3. Let me make clear that all these crises
touch directly on the core mission of the IMF, which is to promote and ensure global macroeconomic
and financial stability. It would be a dereliction of responsibility if the IMF were to have paid insufficient
attention to these three crises. Indeed, the IMF has responded impressively well to fulfilling its mandate
as circumstances have changed.
The consequences of the pandemic should be obvious. The speed and magnitude of the downturn in the
US were unprecedented. It would have been an economic and financial disaster if our government had
not responded with the force that it did. But the economic and financial consequences in some other
countries have been even greater, and most did not and do not have the resources with which to
respond as effectively. The result is that in many places the magnitude and impact of the downturn is far
greater.
Moreover, even though their responses were more limited, debt has grown enormously in these
countries, both because tax revenues plummeted as GDP declined and because expenditures on health
and social protections had to increase. Many in the developing world and emerging markets have had to
pay high interest rates even when the T-bill rate is near zero. There is a growing concern that rising
interest rates combined with high levels of debt could precipitate debt as well as balance-of-payments
crises. The concern is exacerbated for oil-importing countries by the increased price of oil. This crisis
would be much harder to manage, with possibly greater global repercussions than earlier such crises.
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Over the intermediate term, the consequences of the climate crisis could be even greater. In 2008, we
saw what could happen to global financial markets as a result of the mispricing of the US mortgage
market. It is clear that there is a significant risk of a mispricing of a much greater part of the global asset
base, both fossil fuels and real estate. The correlated risks would be hard to contain.
The inequality crisis too has macroeconomic and financial consequences. The growth in inequality has
depressed global aggregate demand,4 and has adverse effects on economic performance of a kind that
are at the center of the Fund’s mandate.
Obviously, there are no simple solutions to the multiplicity of challenges facing the global financial and
economic system today. Still, what the IMF can and should do for international financial stability and
shared economic prosperity is vital. In the remaining time I would like to call attention to a few areas.
First, the $650 billion issuance of Special Drawing Rights was of extraordinary importance.5 I am pleased
that several of the advanced countries that did not need these funds agreed to recycle them to those
that did (some desperately), including through the proposed Resilience and Sustainable Trust for lowincome and vulnerable middle-income countries. I hope more countries will do this, and that the final
design of the RST will enable all developing countries and emerging markets to get access to sufficient
funds at reasonable terms and without counterproductive and stiff conditionalities.
It is important that there be more issuances of Special Drawing Rights, and not just in response to
emergencies such as pandemics. SDRs can be an important tool for sustaining global aggregate demand
during periods when global demand is insufficient.6 The international community has made a
commitment to help developing countries and emerging markets make the green transition. We won’t
achieve the internationally recognized goals without the efforts of all countries, and such financial
assistance is absolutely essential. Yet the advanced countries have not yet fulfilled their promise of $100
billion, an amount that by itself is insufficient. An annual emission of $200 to $300 billion of SDR’s would
be a reliable way to achieve our climate commitments in a world of budget stringency. I must emphasize
that issuances of SDRs do not cost the US government anything, either in present or future costs.
Second, as I noted above, many countries will need to restructure their debt, or at the very least obtain
debt stays. Every country has a bankruptcy law to facilitate debt restructuring; yet there is no
international framework, even though cross-border debt restructuring is more difficult than withincountry debt restructuring. It is imperative that we work to create such a framework. As the IMF has
recognized, the Common Framework for Debt Restructuring has not been functioning as well as had
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been hoped7. The private sector, unfortunately, was not as helpful in the Debt Service Suspension
Initiative as it could or should have been.8 If we are to avoid the too-little-too-late syndrome9 that has
proven so costly, it is imperative that all creditors cooperate.
The Debt Sustainability Analyses, which are the cornerstone of debt restructurings, have to be
improved. For instance, there are analyses that don’t recognize that making excessive demands on a
country will reduce growth.10 That’s one of the reasons that programs based on DSA’s that take growth
rates and other key variables as exogenous so often go awry.11
Third, for many countries facing debt crises, IMF programs can play a helpful, even vital role. But that
requires that they be structured appropriately. The question is not about whether conditions should be
imposed, but what conditions, and how they should be determined. In the IMF’s 2018 loan to Argentina,
the failure to impose conditions that money could not be used to finance capital flight was a major
mistake and the IMF recognized that. The country now owes more than $40 billion with nothing to show
for it. On the other hand, austerity has almost always and everywhere led to economic contraction,
worsening government budgets, and more difficulty in repaying what is owed. 12 This was a major and
damaging result of the 2018 loan agreement.13
In some of its more recent programs, the IMF has shown more sensitivity to what I will call simply, for
lack of time, “good economics.” That includes ensuring that the burden of economic adjustments do not
fall disproportionately on workers or harm the most vulnerable. Most importantly, the preliminary
agreement reached between Argentina and the IMF last month allows for economic recovery to
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continue, rather than be stifled by unnecessary and counter-productive fiscal tightening. Hopefully this
reflects a change in IMF policy that will continue in the future.
Fourth, the IMF is to be commended for its new institutional view on capital account management. It is
an important step forward. But the Fund needs to go further. Such techniques should not be viewed
only as a last resort. They are among the instruments that many countries will need to draw upon in this
world of financial instability.
Fifth, unfortunately, the IMF has come to increasingly rely on surcharges on borrowing countries to
finance its operations. 14 This is inappropriate and counterproductive. The IMF was supposed to help
countries deal with foreign exchange problems. It is now contributing to their foreign exchange
problems. Helping countries requires putting in place countercyclical policies. The surcharges go in
exactly the opposite direction: they are procyclical. And while they are highly burdensome for the
countries from which they are extracted, they can and should easily be replaced by other sources of
income.
I have focused my remarks on global economic and financial risks and the pivotal role that the IMF plays
in addressing them. But I hardly need to remind any of you of the perilous times we live in. With so
much turmoil in the world, it is in our interest to strengthen our allies and our friendships. The US plays
a critical role at the IMF. We are the only country with veto power. Rightly or wrongly, we will be held
accountable for the successes and failures of the IMF. What I shall for shorthand call the “old” IMF won
few friends and made many enemies. It was marked by hypocrisy, with the advanced countries, for
instance, employing countercyclical policies as they demanded that others engage in procyclical policies.
We live in a different world than we did two or three decades ago, with different geopolitics and
geoeconomics. It is imperative that we adapt to these new realities, and that multilateral institutions do
as well. It is in our interest that they do. We are lucky that last year the IMF responded to global needs
with the largest issuance of Special Drawing Rights in its history, but there are many challenges ahead. I
hope my brief remarks will have pointed the way to how they might best be addressed.
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