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1. Introduction

“Surcharges” are a fee levied by the International Monetary Fund (IMF) on loans to countries
whose outstanding credit to the IMF exceeds certain time-based and/or level-based thresholds.
This fee adds two to three percentage points to lending rates, on top of regular interest rates and

service fees.

Surcharges have been widely criticized for their procyclical nature, effectively punishing
countries that are facing severe liquidity constraints, increasing the risk of debt distress, and
diverting scarce resources that could otherwise be used to boost struggling economies, fund
health care, or support climate action,among other essential measures. The IMF has provided no
evidence that surcharges achieve their stated aim of disincentivizing reliance on the Fund, nor

does the IMF currently require the income generated from the policy. (See “IMF Surcharges:

Counterproductive and Unfair” for amore complete discussion of the policy and its

consequences.)

For many years, these surcharges were applied in an opaque manner; the IMF did not publish

information on which countries paid surcharges or how much they paid. It was therefore left to third

parties to come up with estimates of surcharge payments. In September 2021, the Center for
Economic and Policy Research (CEPR) published afirst estimate; later that year the European Network

on Debt and Development published their own. CEPR published an updated estimatein April 2023.

The IMF finally began publishing data on surcharge payments viaits Financial Data Query Tool in

2023 (the authors’ initial analysis of this data can be found here). The move was a step forward
for transparency. But it had a significant limit: while the retrospective data is presumably

accurate, the future projections are incomplete. As we wrote at the time:

The IMP’s Query Tool appears to only project surcharge payments on existing loans that
were effectively disbursed. It does not include surcharge payments derived from
commitments — loans under existing arrangements that have yet to be disbursed (also
referred to as “prospective credit”). [While disbursement schedules sometimes change,
this prospective credit is typically ultimately disbursed.] This discrepancy means that the
IMF’s Query Tool projections of future surcharge payments are significantly lower than

what countries will end up paying.
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For example, according to the most recent relevant country report, which does project

prospective credit, Ukraine is expected to receive more than $10 billion in GRA loans in the
next five years. By 2028, the outstanding level of this prospective credit will represent 81
percent of Ukraine’s total outstanding credit. Excluding this prospective credit from

projections is likely to greatly underestimate future surcharge payments.

Given thisincomplete data, it is still necessary to calculate independent estimates of future

surcharge payments in order to have a complete picture of the amount that countries can be
expected to pay in surcharges. Using the methodology our colleagues developed in previous
publications,' we present an estimate of IMF surcharges updated as of February 2024. Key

findings include:

e Twenty-two countries are now subject to surcharges. This is a net increase of six since our
2023 estimate and a 175 percent increase from the pre-pandemic figure of eight. These
figures are confirmed by official IMF data.

e Seven countries only began paying surcharges within the last year: Benin, Cote d'lvoire,
Kenya, Moldova, North Macedonia, Senegal, and Sri Lanka.

o Fifteen countries previously paid surcharges and continue to do so: Angola, Argentina,
Armenia, Barbados, Costa Rica, Ecuador, Egypt, Gabon, Georgia, Jordan, Mongolia,
Pakistan, Seychelles, Tunisia, and Ukraine. The only nation that fell off the list of countries
paying surcharges is Albania.

e Anadditional three countries are at high risk, and five countries are at moderate risk, of
soon being subject to surcharges.

e Inaddition toregularinterest and fees, 10 countries are paying both level-based and
time-based surcharges amounting to 300 basis points, and 12 countries are paying only
level-based surcharges of 200 basis points.

e Inthe next five years, the IMF will charge an estimated $9.8 billion in surcharges. This
amounts to nearly $2 billion in total surcharge payments per year.

o Ukrainealoneis expected to pay the IMF roughly $2.9 billion in surcharges in the coming decade.

e From2024t02028, Argentinais expected to pay $4.9 billion in surcharges, Ukraine $1.8
billion, Ecuador $752 million, Egypt $646 million, and Pakistan $445 million.

e Onaverage, surcharges make up 28 percent of the non-principal payments that
surcharge-paying countries will make to the IMF over the next five years.

1 With slight modifications. See Appendix 1 for details.
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2. Methodology

The IMF levies two types of surcharges. A 200 basis point “level-based” surcharge is levied on

any outstanding credit from the IMF’s General Resources Account (GRA) that is in excess of 187.5

percent of a country’s quota at the fund. In addition, a 100 basis point “time-based” surcharge is
levied on outstanding GRA credit that has exceeded this threshold for more than 36 or 51

months, depending on the lending facility. Surcharges are only levied on credit from the GRA;

lending via the Poverty Reduction and Growth Trust (PRGT) — the main IMF lending facility for
borrowers from the International Development Association (IDA) category of countries — and

via the Resilience and Sustainability Trust (RST) is not subject to surcharges.

To first determine which countries are paying surcharges, we calculated the outstanding GRA
credit to quota ratio for all IMF member countries as of February 29,2024, using data made
available via the IMF’s online data query tool. This calculation yielded 22 countries with a GRA-
to-quotaratio in excess of 187.5. Countries with a GRA-to-quota ratio below 187.5 but exceeding
150 or 100 are considered t0 be at “high risk” or “moderaterisk,” respectively, of paying
surcharges in the future. We then estimate surcharge payments for each of the 22 surcharge-

paying countries based on data available in IMF staff reports.

The cost of borrowing from the GRA is made up of a few components (See Table 1). The headline
rate, or basic rate of charge, is composed of a fixed 100 basis point lending margin plus a
fluctuating Special Drawing Right (SDR) interest rate (See Figure 1).? The basic rate of charge may

in theory be adjusted upward via the Fund’s “burden-sharing mechanism,” but this rate of

adjustment has been set at zero since at least January 2020. In addition to this basic rate of
charge, the Fund adds a commitment fee (a deposit that is returned if a country maintains its
agreement and all loans are disbursed as planned), a service fee (a small charge applied each time
new funds are disbursed to the borrower), and surcharges. As aresult of arising SDR rate, some

surcharge-paying countries now face an effective lending rate of over 8 percent.

2 Fund lending is denominated in SDRs, the value of which is defined by a basket of five currencies. The SDR interest rate,
inturn, is defined by the interest rate policy of the five central banks that issue these currencies. The SDR rate therefore
fluctuates according to these bank rates. In short, the basic rate of charge is the SDR rate plus 100 basis points.
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Table 1

IMF Cost of Borrowing, in Annual Percentage Rates as of March
2024

Components Rate of Charge First Year Fourth Year
SDRrate Fluctuating basedonbasket - 44, 4104%
of five currencies
Lending margin 100 basis points 5.104% 5.104%
Burden adjustment 0 basis points, but variable if 5.104% 5.104%
arrears
Commitment fee 15-60 basis points, Assuming full
refundable when disbursed disbursement onyear1
Service fee 59 basis points per 5.604% Disbursed in year 1
disbursement
Level-based surcharge 200 basis pointsif >187.5% 7.604% 7.104%
of quota
Time-based surcharge 100 basis pointsif >3 years 8.604% 8.104%

(51 months for EFF)

Source: Arauz (2024).

e

The headline rate is the main component of the reqular charges and interest, and it consists of the SDR rate plus the

lending margin, fixed at 100 basis points.

— Lending margin SDRrate + Lending Margin = SDRrate + Lending margin + Level-based Surcharges
SDRrate + Lending margin + Level- and Time-based Surcharges

8.00
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4.00 \
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Source: Analysis by the authors based on IMF data Finances data.
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IMF staff reports do not disaggregate the charges paid by borrower countries.? Typically, IMF
staff reports present a borrower country’s annualized schedule of payments to the Fund as
“principal” payments and “charges and interest,” which combine all of the above costs. Staff
reports also generally provide projected debt stocks and future loan disbursements, both for
existing and prospective fund credit. The manner in which these figures are labeled, presented,

or broken down, however, is not well standardized across staff reports.

In order to estimate the amount of surcharge payments that countries have to make they must
be disaggregated from the total “charges and interest” — and other relevant stocks and flows —
published in the most recent IMF staff report for each surcharge-paying country. Because the
burden-sharing mechanismis currently set to zero, it isignored. In line with IMF staff reports, we
assume all disbursements for access to Fund credit are effectively made. As “commitment fees”
are essentially deposits that are refunded when disbursements are complete, our calculations
therefore also ignore commitment fees. This leaves “charges and interest,” comprising four
types of charges: costs associated with the basic rate of charge, the service fee, net SDR charges
and assessments,*and surcharges. By calculating and subtracting the former three from the
published annual “charges and interest,” we can estimate surcharge payments. In CEPR’s
previous estimates, SDR charges and assessments were not subtracted from “charges and

interest.” Refer to the Appendix for a more detailed analysis of past estimates.

While the GRA rate of charge fluctuates over time, we use a single rate for projections. When the
staff report does not explicitly state this rate, we use the rate of charge on record for the week
immediately prior to the report’s publication. We calculate the service fee as 50 basis points of
each annual GRA disbursement. When provided, our estimates use existing and prospective

credit, assuming that prospective credit will be disbursed.

In cases where a country is borrowing from both the GRA and RST, “charges and interest”
typically does not distinguish between the two. In these cases, we must therefore repeat the

above process, subtracting the costs associated with the RST rate of charge, as well as RST service

3 Argentina is the exception to this rule.

4 IMF members pay charges when their SDR holdings fall below their cumulative allocation and receive interest when
holdings are above their allocation. The IMF also charges an annual assessment fee to reimburse the cost of operating
the SDR Department. We sourced SDR assessments and charges from the IMF Query Tool when they were not included
in staff reports. For staff reports published before 2023, we estimated SDR assessments and charges, based on the year
of publication, to account for variation in the SDR rate.
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fees, from the overall “charges and interest.” RST costs differ according to whether a country is
categorized as Group A, B, or C — adetermination of the degree of concessionality a country will
receive, roughly corresponding to income levels. Its staff report explicitly states a country’s
grouping. We use the same process to determine the RST rate of charge as the GRA rate of charge,
butinstead of the baseline 100 basis point fixed margin, RST lending uses a 25 basis point margin
for Group A (with a 2.25 percent maximum rate), 75 basis points for Group B, and 95 for Group C.
Similarly, RST service fees differ by group: zero for Group A, 25 basis points for Group B,and 50

basis points for Group C.

The IMF has set the rate of charge for PRGT lending to zero for many years; it has no associated

service fees.

While we calculate Benin to be paying surcharges, the staff report did not include enough
information for our calculations, so its data is excluded from our statistics. Similarly, not all staff
reports included projections through 2033, even in cases where a country is likely to continue
paying surcharges up to that year or beyond. Most reports did include projections up to at least

2028; five-year totals and averages are thus likely to be more accurate.

Given the assumptions noted above, incomplete and non-standardized IMF records, and other
factors, the figures calculated from this process should be understood as merely a rough estimate
of real surcharge payments. However, we assert that they present a more accurate picture than
theincomplete data contained in the IMF Financial Data Query Tool, which fails to include
surcharges applied to prospective credit. The necessarily imprecise process by which we calculate
our estimates would not be necessary if the Fund published all the data related to future

surcharge payments.
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3. Results

We find that, as of March 2024, 22 countries are paying surcharges — more than at any other
moment on record. This is a netincrease of six since our 2023 estimate and nearly triple the
number of countries (eight) that were payingin 2019, as shown in Figure 2. Since our 2023
estimate, Benin, Céte d'lvoire, Kenya, Moldova, North Macedonia, Senegal, and Sri Lanka have
passed the surcharge threshold. Albania is no longer paying but remains at risk. At the time of our
2023 estimate, only three countries in sub-Saharan Africa were paying surcharges. In our latest
estimate, this figure has more than doubled. According to the IMF's most recent published data,
10 countries pay both level-based and time-based surcharges amounting to 300 basis points,

while 12 countries pay only level-based surcharges of 200 basis points.

Figure 2
Number of Countries Paying Surcharges

22
19

20

17
16 16
| | I I I
0 .

2019 2020 2021 2022 2023 2024

Source: IMF Finances.
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Figure 3
Countries Currently Paying Surcharges

A country is subject to pay surcharges when outstanding GRA (General Resource Account) credit is equal or above 187.5 percent

of its quota.

Member Outstanding GRA Credit to Quota Ratio
Argentina 1018%
Ecuador 841%
Egypt 539%
Ukraine 445%

Jordan 436%

Angola 416%

Seychelles 399%

Barbados 376%

CostaRica 367%

Gabon 295%

Pakistan 294%

Benin* 265%

Kenya* 247%

Senegal* 228%

Mongolia 228%

Georgia 212%

Tunisia 210%

North Macedonia* 208%

Armenia 203%

SriLanka* 202%

Moldova* 200%

Coted'lvoire* 188%

* indicates new surcharge-paying country

Source: IMF (2024). Data as of February 29,2024,
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In addition to the 22 countries currently paying surcharges, we identify three countries that are
at high risk of surpassing the surcharge threshold in the near future, and five countries that are at

moderate risk of doing so, as shown in Figure 4 below.

Figure 4

Countries at High or Moderate Risk of Paying Surcharges in the
Future

Countries with outstanding GRA credit to quota ratio at or above 100 percent.

High Risk of Outstanding GRA Moderate Risk of Outstanding GRA
Paying Surcharges Credit to Quota Ratio Paying Surcharges Credit to Quota Ratio

Colombia 183% Serbia 145%
Suriname 153% Albania 128%
Morocco 150% Honduras 114%

Cameroon 103%

Namibia 100%

Source: IMF(2024).

Our results indicate that, over the next five years, the IMF will levy $9.8 billion in surcharges
(excluding Benin). Argentina alone is expected to pay roughly half of this total — $4.9 billion —
but a number of other countries are heavily impacted. Ukraine, for example, will pay $1.8 billion
and Ecuador over $750 billion. Table 2 provides five- and 10-year total estimates for each

country for which calculation was possible.
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Table 2

Estimated Surcharge Payments to the IMF

Total payments Total payments
Annual average payments in USD millions 2024-2028 2024-2033
InSDR InUSD InSDR InUSD
2024-26 2027-29 2030-32 millions  millions  millions  millions
Total Obligation to IMF 19,957 19,797 15,019 75,653 100,603 127,023 168,916
Principal 273l 13,800 12,279 48,635 64,674 89,565 Al Falfo)e]
Charges and Interest 7,606 5,097 2,740 27,018 35,029 37,459 49,813
of which, Surcharges 2,083 1,614 577 7,360 9,788 9,758 12,976
Annual average surcharges per country in USD millions (CEPR estimates)
Angola 53 17 2 150 199 162 215
Argentina* 1,028 799 201 3,663 4,870 4,574 6,082
Armenia** 1 1 0 4 6 6 7
Barbados 8 4 2 25 33 33 43
CostaRica 46 43 chl 174 231 294 391
Coted'lvoire 41 52 39 171 227 297 395
Ecuador 173 98 12 565 752 637 847
Egypt 179 54 0 485 646 526 699
Gabon 8 1 0 20 27 20 27
Georgia 6 1 0 15 21 15 21
Jordan 28 38 15 122 163 184 244
Kenya 26 27 4 102 136 131 174
Moldova** 3) 4 3 19 25 29 39
Mongolia 1 0 0 4 5 4 5
North Macedonia 7 4 2 22 30 27 36
Pakistan 118 30 0 335 445 335 445
Senegal** 0 8 11 13 17 53 71
Seychelles 1 2 1 7 9 9 12
SriLanka** 18 50 30 116 155 232 308
Tunisia 1 0 0 2 3 2 3
Ukraine 333 381 225 1,345 1,788 2,189 2,911

Foramounts expressed in USD, we use the SDR exchange rate as of March 6, 2024; (*) For Argentina, we compute surcharge projections by the IMF's Staff Report; (**) For
Armenia, Moldova, Senegal and Sri Lanka, principal payments are authors' calculations according to IMF Staff Reports.

Table: Center for Economic and Policy Research
Source: Calculations by the authors based on IMF Staff Reports for selected countries.
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Table 3
IMF Historical Data on Surcharge Payments and Estimates of

Surcharge Payments for Five Most Indebted Countries, in SDR

millions
Annual average payments Total payments
2018-20 2021-23 2024-26 2027-29 2018-23 2024-29
(IMF hist. (IMF hist. (updated (updated (IMF hist. (updated
data) data) estim.) estim.) data) estim.)
Charges and interest 1,188 2,937 4,657 3,570 12,374 24,682
payments
Of which surcharges 496 1,211 1,377 1,024 5,112 7,204
Annual average surcharge payments for the five most indebted countries (IMF historical data and CEPR estimates)
Argentina* 311 708 773 601 3,059 4,121
Ecuador 5 77 130 73 236 610
Egypt 70 260 134 41 990 526
Pakistan 19 50 89 23 206 335
Ukraine 91 116 250 287 621 1,611

(*) For Argentina, we compute surcharges projections by the IMF's Staff Report.
g ) p ges proj y p

Table: Center for Economic and Policy Research
Source: Calculations by the authors based on IMF Staff Reports for top 5 largest borrowing countries; historical data
from IMF Finances.

Surcharges can significantly increase the costs of borrowing from the Fund. On average,
surcharges constitute 28 percent of the total “charges and interests,” as published in the IMF
staff reports, for surcharge-paying countries from 2024 to 2033. For Ecuador, this figure reaches

41 percent (See Figure 5).
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Accumulated Charges and Interest Payments and Estimates of

Surcharges in 2024 — 2033, in USD millions

Charges and

Interest (IMF Surcharges (CEPR  Surcharges,asa
Country projections) estimates) percentage
é"")' lf;t’ff::d 49,813 12,976 [ 26.0%
Argentina* 22,464 6,082 |27
Ukraine 10,052 2,911 [ 20.0%
Pakistan 2,538 445 5%
Egypt 2,169 699
Ecuador 2,064 847
Sri Lanka** 1,944 308 [
Kenya 1,598 174 [Jfro.9%
Jordan 1,346 264 s
Cote d'Ivoire 1,324 395 [ 20.8%
Angola 1,118 215 o2
CostaRica 1,082 391
Senegal 645 71 [Jro.9%
Moldova 448 39 Psw
Barbados 291 43 o
North Macedonia** 231 36 . 15.6%
Armenia** 136 7 ISA%
Georgia 120 21 2%
Gabon 105 27 I 25.7%
Seychelles 82 12 . 14.8%
Mongolia 30 5 -16.8%
Tunisia 27 3 .11.4%

SDR to USD exchange rate as of March 6, 2024; (*) For Argentina, we compute surcharge projections by the IMF, as included
in the latest Staff Report; (**) For Armenia, North Macedonia and Sri Lanka, charges and interest are authors' calculations.

Table: Center for Economic and Policy Research

Source: Calculations by the authors based on IMF Staff Reports for selected countries.
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4. Conclusion

Ourresults support widespread concerns that the IMF’s surcharge policy presents a significant
burden on heavily indebted countries. Furthermore, the net increase of six surcharge-paying
countries since our previous update less than one year ago demonstrates that this burdenis
affecting anincreasing number of countries and strongly suggests that surcharges are not
effective in achieving their purported goal of disincentivizing reliance on IMF lending. In effect,
the IMF is profiting from the fact that countries have been forced to turn to the Fund as a result of

the COVID-19 crisis, subsequent monetary tightening, and other exogenous shocks.

In recent years, numerous world leaders, the G77 group of developing countries, UN officials, UN

human rights experts, leading economists, civil society organizations, and more have called for

the suspension or complete elimination of the IMF’s surcharge policy. The fact that the Fund has
thus far failed to heed these calls is often attributed to the resistance of the US government,
which exercises a majorinfluence over policy decisions at the IMF. Members of the US Congress,
however, have repeatedly urged surcharge reform,and in 2022, the House of Representatives
passed legislation directing the US executive director at the IMF to support areview and
suspension of the policy. Similar legislation, titled the Stop Onerous Surcharges Act, was
introduced in April 2024.

Likely as aresult of growing global and Congressional pressure, the IMF may be willing to
consider reviewing its surcharge policy. In September 2023, Under Secretary for International
Affairs Jay Shambaugh stated that the Treasury Department is “open to hearing views on
surcharge policy reform.” The following month, the chair of the International Monetary and

Financial Committee, Nadia Calvifio, said that the Fund “will consider areview of surcharge

policies.”

As the 2024 IMF Spring Meetings, scheduled for April 19-21, approach, the evidence is clearer
than ever that the Biden administration should support efforts to reform or eliminate the Fund’s

surcharge policy.
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5. Appendix
CEPR Estimates vs. IMF Official Projections

Our estimates of surcharge payments are, generally, significantly higher than the official
projections that are now, as of 2023, published online via the IMF Financial Data Query Tool. As
explained in the Methodology section, this is because the published IMF projections do not
account for prospective credit, despite the fact that prospective credit is usually ultimately

disbursed, even if the exact disbursement schedule often changes.

Our estimates for the 2024-2028 period are in total 53 percent higher than the official Fund
projections (See Figure 6). In some cases, the difference between our estimates and the IMF’s
projections is much more significant. Ukraine is an instructive example. Ukraine currently has 8.9
billion SDRs in total outstanding GRA credit. From 2024 to 2028, Ukraine is scheduled to receive
another 8.3 billion SDRs in newGRA credit. By 2028, Ukraine’s “existing” stock of GRA credit is
projected to be 2 billion SDRs, but its total “existing and prospective” stock is expected to be
more than five times that, at 10.6 billion. Calculating surcharges based on the 2 billion SDRs in
existing stock alone would be an extreme underestimate of Ukraine’s expected surcharge
payments. Our projections for Ukraine’s future surcharge payments are therefore more than
three times that of the Fund. Our estimates for Angola, in contrast, are quite close to those of the

Fund, as Angola has no scheduled future disbursements.
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IMF Surcharges Projections vs. CEPR Updated Estimate in SDR

millions

IMF projections [JJj CEPR updated estimate

1,500

1,000
50 I I
; I B

2024 2025 2026 2027 2028 2029 2030 2031 2032

o

Source: IMF Finances and authors’ calculations based on IMF Staff Reports.

As noted in the Methodology section, we base our estimates on publicly available dataand a
number of assumptions. However, we believe that these estimates provide a far more complete
picture of countries’ actual future surcharge payments than the IMF’s limited published data. We
encourage the IMF to provide its members and the general public with a more accurate picture of
what surcharges are costing countries by publishing surcharge projections that include

prospective credit.

10. Revised Methodology

In this estimate update, we adjusted our methodology for calculating surcharge payments. We
take into account net SDR charges and assessments, which we also subtract from all charges and
interest in order to arrive at an estimate for surcharges. We apply the annual amount of SDR
charges, interest, and assessments from the year of a staff report’s publication and use that

amount as a projection for future-year estimates. The difference between our previous and
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updated estimates for 2024—2033, as shown in Figure 7 below, can thus be explained by the
subtraction of SDR interest, charges, and assessments, as well as more recent data from newly

available IMF staff reports.

Figure 7
IMF Historical Data, and Previous and Updated Estimates of

Surcharges Annual Payments, in SDR millions

IMF historical data (2019-2023) CEPR previous surcharge estimates (2019-2033) [ CEPR updated
surcharge estimate (2024-2033)

1,500

1,000
500 ‘ I
. I 1

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Chart: Center for Exonomix and Policy Research. Calculations by the authors based on IMF Staff Reports for selected
countries, IMF Finances data and previous estimates as in Arauz et al (2021).

We can now also compare IMF historical data on annual surcharge payments, which was made
availablein 2023, with our previous estimates. Despite variation in country-level predictions,
over the 2019-2023 period, our estimates were, in total, a roughly 6 percent underestimate of
actual. This tendency to underestimate is not unexpected, as we have consistently had to exclude

at least one surcharge-paying country from our total estimates due to lack of data.
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