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1. The2021 SDR issuance is estimated tohave savedhundreds of thousands of lives, if
weuse, e.g., theBank for International Settlements’ research on the relationbetween
recessions andmortality.

2. Yet theUSTreasuryDepartmenthas “ruledout anewallocationof IMFSpecial
DrawingRights resources and said the Fundneeded to stick to its core activities of strong
surveillance, policy advice and reforms required in its lending.”But theworld economy is
vastlyworsenow than itwas onAugust 2, 2021,when the SDR issuancewas approved
by the IMF.

The IMFpredicts that global growthwill slow to 3.2 percent in 2024—about half that of
2021. About 80 low- andmiddle-income countries are in, or at risk of, debt distress. The
most recent five-year growthprojection from theWorld EconomicOutlookwas just 3.1
percent annually, the lowest projection since 1990. And IMFManagingDirector Kristalina
Georgieva has issued gravewarnings about the high risks of global economic shocks, and
the lack of a global economic safety net.

3. AnewSDR issuance,whichwould comeat no cost to theUS taxpayer, couldmakea
significant difference in theUSeconomy in the immediate future bypreventing some
of the loss of export-related jobshere, as demand forUS exports fallswith recessions
in other countries.

TheUS economy lost an estimated 2.2million export-related jobs from January 2020 to
May2021 due to the loss of demand forUS exports in the rest of theworld because of the

https://cepr.net/report/special-drawing-rights-the-right-tool-to-use/
https://www.bis.org/publ/work910.htm
https://www.reuters.com/business/us-treasury-supports-increase-imf-quota-resources-shambaugh-2023-09-07/#:~:text=Shambaugh%20ruled%20out%20a%20new,reforms%20required%20in%20its%20lending.
https://www.imf.org/en/Publications/WEO/Issues/2024/04/16/world-economic-outlook-april-2024
https://cepr.net/report/the-rising-cost-of-debt-an-obstacle-to-achieving-climate-and-development-goals/
https://www.imf.org/-/media/Files/Publications/WEO/2023/October/English/text.ashx
https://www.imf.org/-/media/Files/Publications/WEO/2023/October/English/text.ashx
https://www.foreignaffairs.com/world/price-fragmentation-global-economy-shock


pandemic recession.1While someof these have since been recovered, the risk of global
economic disruption is high. SDRs could help to stabilize theworld economyandprotect
export-related jobs for USworkers.

4. The2021 SDR issuancewasby far the largest source of any aid todeveloping
countries in any year since thepandemic.

Figure 1 showshowmuch larger the SDRallocation is for eachgroupof developing
countries, as comparedwithwhatwas received (often adding to countries’ debt) by
countries covered by other initiatives (theDebt Service Suspension Initiative, DSSI; and
theCatastropheContainment andRelief Trust).

Source: Figure 2, Kevin Cashman, Andrés Arauz, and LaraMerling, “Special DrawingRights: The
Right Tool toUse toRespond to the Pandemic andOther Challenges,” Center for Economic and
Policy Research, April 7, 2022.

1 SeeKevin Cashman, “Special DrawingRights CouldHelp RecoverMillions of Export-RelatedUS Jobs, and
Create EvenMore,” Center for Economic andPolicy Research, August 2021. Note also that the International
TradeAdministration estimates the number of US jobs supported by exports fell by 1.6million from2019 to
2020.
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Whilemore than70 countries are eligible for theG20CommonFramework for Debt
Treatments, the debt restructuring process has proved to be very difficult to access and
prone to delays. Just four countries have applied since it began in 2020, andnegotiations
have beenprotracted, the length of time in the process averaging two years and eight
months.2Unlike other forms of support, SDR issuances are rapid anduncomplicated; they
donot require any budget expenditures or government appropriations from theUnited
States (or other IMFmember countries).3

5. SDRs create nodebt andhaveno conditions attached,making them100percent net
positive, unlike, e.g., IMFor other loans.

This is especially important right now, given the rise in sovereign debt since the pandemic.
While rates arefinally beginning to comedown, the average couponpaid by developing
countries on dollar-denominated debt is expected to continue to rise as existing debt is
refinanced.4

Weakmedium-termgrowthprospectsmake the current debt burdenmore damaging, as
IMFManagingDirector KristalinaGeorgieva remarked at the opening of this year’s Annual
Meetings (October 17):

medium-termgrowth is forecast to be lackluster—not sharply lower than
pre-pandemic, but far fromgood enough.Not enough to eradicateworld
poverty. Nor to create the number of jobswe require. Nor to generate the tax
revenues that governments need to service heavy debt loadswhile attending
to vast investment needs, including the green transition.

6. TheUSTreasuryDepartment (beginningwith former secretary StevenMnuchin,who
immediately killed the proposal for a newallocation of SDRs at the IMFwhen itwasfirst
madeby themanaging director inMarch 2020), has offeredonly twoarguments against
an issuance of SDRs. First, they have argued thatmore than60percent of the issuance
goes to high-income countries, and that therefore it ismore reasonable to “rechannel”
those SDRs rather than issue newones. This argument is deeply flawed:

i. It has beenmore than three years since the last issuance of SDRs, and fewSDRs
have been effectively rechannelled. This ismuch too slow; 309million people are

4 See Figure 1.17, panel 4, IMF, “Global Financial Stability Report: The LastMile: Financial Vulnerabilities and
Risks,” April 2024.

3 See alsoAndrés Arauz andKevin Cashman, “Special DrawingRightsOneYear Later, By theNumbers,”August
2022.

2Of the four countries—Chad, Ethiopia, Zambia, andGhana—only Chad andZambia have fully completed
the process. Ghanahasfinalized aMemorandumofUnderstandingwith its creditors, but it is not fully signed
off.Despite requesting debt treatment in February 2021, Ethiopia is still in the initial stages of the process.
Average time in the process calculated by author fromParis Club, “TheG20CommonFramework for Debt
Treatments beyond theDSSI.”
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nowat risk of starvation, up from 135million before the pandemic and from276
million at the start of 2022. As soon as the TreasuryDepartment gives the
go-ahead to a newSDR issuance, they canbe unlocked for transfer to IMFmember
countrieswithinweeks.

ii. Unlike a new issuance, rechanneling theUS’s SDRs requires congressional
approval. In the current Congress, this is extremely unlikely, if not impossible.

iii. There is nowaste, creation, or use of resources involved in the SDRs distributed
to high-income countries, because these countries cannot use themunder IMF
rules. Nor canChina use them, as it hasmore than$3 trillion in reserves.5Only
countries that can showneed canmake active use of the SDRallocation.

iv. Perhapsmost importantly, the proposed rechannelingwould convert SDRs from
an international reserve asset that carries no debt andno conditions to a loan that
both creates debt andhas conditions attached.6

Second, the Treasury has recently put forth the argument that the Poverty Reduction and
GrowthTrust (PRGT) is a sufficient alternative to a new issuance since its interest rate is
cheaper than the SDR interest rate. This argument is also seriously flawed:

i. Developing countries donot have to pay interest on SDRs unless they convert
them tohard currency and fall below their original allocations but they receive
substantial benefits even if they donot convert them tohard currency. The
additional reserves that are received bymember countries in a new issuance by
themselves reduce the risk of balance of payments and other economic crises, as
well as lowering borrowing costs.

ii. As they are substitutable for other reserves, SDRs can also free up other liquid
reserves that can be sold and spent. They therefore help create badly neededfiscal
space– including for necessities such as food,medicine, and life-savinghealth
infrastructure, even if they are not converted directly to hard currency.

iii. The SDR interest rate is theweighted average of the short-term interest rates
from the currencies in the SDRbasket (US dollar, euro, Chinese renminbi, Japanese
yen, andBritish pound). It rose because of tightermonetary conditions, but is now
falling; it is down0.6 percentage points since June, to 3.5 percent currently. This is
still far cheaper than the coupon thatmost developing countrieswould pay
elsewhere.

6 IvanaVasic-Lalovic, “TheCase forMore Special DrawingRights: Rechanneling IsNo Substitute for aNew
Allocation,” Center for Economic andPolicy Research, October 2022.

5 See IMF, “Questions andAnswers on Special DrawingRights,” August 2021.
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iv. The PRGT is an inadequate alternative to a newSDR issuance. In the past five
years only $30billion has been lent through this vehicle, which is also not
accessible tomiddle income countries. In contrast, developing countries (excluding
China) received$209billion in SDRs from the2021 issuance alone.

7. There is nodownside risk to anew issuance, andno economists have put forth credible
economic arguments against an issuance.

8. There is no cost to theUSbudget or theUS taxpayer, at present, or in the future, from
anew issuance.

9.Note: IMF-member countries underUS sanctions (e.g., Iran, Venezuela, Russia,
Myanmar, Belarus, Afghanistan, and Syria) have not been able to access their holdings of
Special DrawingRights.7

7 Seefigure, “SDRHoldings forMember Countrieswith SanctionedCentral Banks orUnrecognized
Governments, August 2021 and July 2022,” inAndrés Arauz andKevin Cashman, “Special DrawingRightsOne
Year Later, By theNumbers,”August 2022.
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