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I. Introduction 

Experience with multilateral debt restructurings with official 
creditors and with international banks in the second half of the'1970s 
was described‘in Occasional Paper No. 3, issued in 1981. l/ The present 
paper reviews recent developments, covering the period through early 
October 1983. It discusses the external debt problems which countries 
have experienced, and the arrangements made for restructuring official 
and commercial bank debt. The paper does not deal with the"broad 
economic conditions which are essential if debtor countries are to be 
successful in their'adjustment efforts over the medium term. These 
conditions 'will include;inter alla, adequate flows -of official and 
private capital on 'reasonable terms, economic policies in the 
industrialised countries that.will promote a noninflationary recovery 
and a resurgence of world trade, and'greater access to markets for 
developing countries. 

The balance of payments and external debt situations of many 
developing countries have come under increasing strain in recent years. 
While most of the countries experiencing such difficulties have been 
"non-oil developing countries," 2/ debt servicing problems have also' 
been encountered by several oil~xporting countries and by ,certain 
centrally planned economies which are not Fund members. The growing 
severity of debt servicing difficulties has been manifest in two 
notable developments.; First, external payments arrears ,rose to 
USS18 billion at end-1982, compared with an average level,of around 
US$5-6 billion over the preceding five years. The increase in arrears 
is all the more striking since, during the course of 1982, a substantial 
amount of arrears was formally rescheduled by various creditor groups. 
Second, there have been significant increases in both the number of 
countries seeking debt relief and the frequency of their requests. 

While in the second half of the 1970s only four countries per 
year on average undertook multilateral debt renegotiations, this number 
increased to 13 in 1981 and 18 in 1982. In 1983, through early October, 

l/ International Monetary Fund, 
Co&ries (May 1981). 

External Indebtedness of Developing' 

2/ "Non-oil developing countries" 
"industrial" and 

include all Fund members except 
"oil'exporting countries." This latter group covers 

those countries where oil exports account for at least two thirds of 
total exports. Thus "non-oil developing countries" include certain 
countries classified as "net oil exporters" who export 'oil, though 
in relatively small amounts. Several of these net oil exporters (in 
particular, Ecuador, Gabon, Mexico, and Peru) have encountered debt 
difficulties during the period under review. For a comprehensive 
definition of the classification of countries adopted by-the Fund, 
see International Monetary Fund, World Economic Outlook; Occasional 
Paper No. 21 (May 19831, pp. 168-69. 
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29 official and bank debt restructurings were completed--involving 
22 countries-- while others remain under negotiation. Increasingly, 
debt servicing problems have affected large borrowers. The amount 
of bank debt of Fund member countries that was restructured has 
increased from an annual average.of USS1.5 billion during the period ._: 

.' '1978781 to about US$5 billion in 1982 and USS60 billion, through 
early,?ctober, in 1983. As regards official debt reschedulings, the 
yearly amount restructured averaged USS2.2 billion during the period ; 
1978-81.‘ ,In 1982 USSO. billion was restructured and in 1983, to 
early October; 'a further USS4.8 billion. During 1982 and so far in 
1983, 9.of the 20 largest non-oil developing country borrowers, as 
measured by.their bank debt outstanding, either completed or were in 
the-process of negotiating the rescheduling or refinancing of their 
external debts, .Several countries'have restructured also debt with 
nonbank private,creditdrs , .mainly nonguaranteed suppliers' credits.. 
While such rest&cturings were often,parallel to restructurings with 
official creditors and commercial banks, information is ,limited and 
this paper does not cover such debt renegotiations. 

ri 

\ 
_. ,Section II 'of the present study provides a background to the 

current,difficulties. Following a,description of trends in the growth 
of external indebtedness and debt service of developing countries, with 
particular emphasis on debt to commercial banks, the major,sources of - 
recent debt servicing difficulti,es are discussed. ,Section III then 
provides an overview of recent experience with multilateral debt 
restructurings ,-including a comparison of recent developments in 
commercial debt 'restructurings with the findings of the earlier study. 
Section IV describes in detail experience with official multilateral,: 
debt reschedulings (which were most usually conducted under the 
auspices of. th,e Paris‘Club). The section reviews, inturn, the 
institutional.arrangements,adopted, the framework of renegotiations, 
the terms of rescheduling, the,linkage between.the rescheduling exercise 
and the adoption of economic adjustment programs, and, finally, the' 
balance, of payments impact of the debt relief, obtained. Section V 
contains a similar, detailed review of recent experiencd.with commer-- 
cial bank debt restructurings. The terms of ,bank debt reschedulings. 
and the-relationship to economic adjustment programs. are described. 
A country-by-country summary of the coverage and terms of individual 
bank debt- reschedulings is provided in Annex Table,S.l,and 2. 

P I' ._ 4 
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.!.. , , II.-" Background to the Recent Problems :, 

1. ' 
,- 1 

Overyiew'of the growth in external ,_ ; -. 
. 

\ : 
indebtedness and debt service 

., . . . 
a. .%pid expansion; 1974 to 1981 \ " . . 'a 

. : .' 
The shaTp increase in the frequency.'an,d severity of external debt 

servici,ng difficulties has taken place against the background of a 
rapid rise in foreign borrowing by-developing countries in$recent 

T? \ 
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; 
0 years. Over the seven years from the end of 1974 through the end of 

1981, i.e., prior to the emergence of widespread major debt servicing 
difficulties, the total external debt of non-oil developing countries 
increased at a compound annual rate of 20 percent (Table 1). In 
real terms--deflated by the unit value index for the exports of these 
countries, for example L/ --this debt increased at an annual rate of 
10 percent. As a result the ratio of external debt to exports of 
goods and services rose from 1.0 to 1.2, and the ratio of external 
debt to GNP from 0.22 to 0.30. 

A major development during this period was the increasing importance 
of international banks as a source of funds for the developing countries. 
Thus, the share of debt owed to financial institutions in the total 
outstanding medium- and long-term public and publicly guaranteed debt 
of non-oil developing countries increased from 19 percent to'32 percent 
between 1974 and 1981. This was accompanied by a decline in the rela- 
tive shares of debt to official creditors (which is usually of longer 
maturities) and debt to other private creditors. At the same time, 
short-term debt with an original maturity of one year or less increased 
at an unusually rapid pace. Between 1979 and 1981, short-term debt of 
non-oil developing countries rose twice as fast as medium- and long-term 
obligations, and by end-1981 it accounted for nearly one fifth of 
total debt outstanding of the non-oil developing countries. Over the 
same period, the rate of growth of short-term debt also' exceeded by a 
substantial margin the rate of expansion of trade. 

Debt service payments-- comprising interest payments on total 
outstanding debt and amortization on long- and medium-term debt--of the 
non-oil developing countries increased at an annual rate of 23 percent 
over the seven years through 1981, somewhat faster than either their 
outstanding debt or their exports of goods and services, and the ratio 
of their debt service to their exports of goods and services rose from 
14 percent to 20 percent. This rapid growth of debt service,reflected 
primarily the rise in external debt outstanding and, to a lesser extent, 
the increasing share in total debt of bank credits at variable interest 
rates, combined with the sharp rise in international interest rates in 
recent years. 

The relationship between the growth of medium- and long-term debt 
and debt service, on the one hand, and the growth of exports, on the 
other, varied considerably among various subgroups of non-oil developing 
countries. These differences may help explain in part the much greater 
incidence of debt.servicing difficulties among some groups than others. 
Asia was the only region where exports of goods and services of non-oil 
developing countries actually grew faster than their medium- and long- 
term debt over 1974 to 1981. Although these countries faced the same 
difficult international environment as did other developing countries, 

0 

l! The identification of the appropriate deflator for external debt 
is, however, a complex question; see Occasional Paper No. 3, Chapter III, 
pp. 12-16. 



Table 1. External Debt: Non-Oil Developing Countries, 1973-1982 L/ 

- 
Average 

Annual Compound 
Rate of Change 

1973-1982 
1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 (Percent) 

Total debt outstanding 21 130.1 160.8 190.8 

By maturity 
Short-term 3/ ‘ 
Medium- and-long-term 

18.4 22.7 27.3 33.2 42.5 -49.7 56.8 83.1 99.2 111.9 22.2 
111.8 138.1 163.5 194.9 235.9 286.6 334.4 384.4 451.6 502r3 18.2 

By creditor 
Government 
International insti- 

tutions 
Private 

Debt service payments 
Interest 
Principal 

37.3 

13.7 
60.8 

17.9- 
6.9 

11.1 

Ratio of debt.to exports 
of goods and services 

Ratio of debt to GDP 
Ratio of debt service 

payments 41 to exports of 
goods and-services 15.9 

43.4 50.3 

16.6 20.3 
77.9 95.1 

22.1 25.1 
9.3 10.5 

12.8 14.6 

115.4 
22.4 

104.6 122..4 125.5 126.4' 130.2 
21.8 23.8 25.7 27.4 27.9 

14.4 16.1 150.3 15.4 '19.0 19.0 ,17.6 20.1 23.4 : 

(In billions of U.S. dollars) 

228.0 278.5 336.3 -- 

57.9' 67.6 79.1 

24.8 31.0 38.4 
114.8 137.3 ,169.l 

27.8 34.7 50.3 -- 
10.9 13.6 19.4 
16.8 21.1 30.9 

(In percent) 

391.1 467.6 550.8 614.2 18.8 

89.1 101.7 

45.6 53.2 
199.7 229.5 

65.0 76.2 
28.0 40.4 
36.9 35.8 

113.4 125.7 

62.7 71.0 
275.5 300.8 

14.5 

I 
20.1 CI 
19.4 I 

93.1 105.0 21.7 
54.0 57.4 26.5 
39.1 47.6 17.6 

., 
117;2 111;o 
26.8' 26.9. 

123.8 143.6 
30.4 3'5 .8 

Source: International Monetary Fund. . . 

-11 See footnote 2 on p. 1 'for a definition of "non-oil developing countries." 
21 Covers public and publicly guaranteed debt and, where available, private nonguaranteed debt. 
71 Debt with an original maturity of one year or less; series excludes data for a number of nonreporting debtor - 

countries. 

..I 
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their aggregate debt service ratio rose only from 8 percent to 9 per- 
cent over this period, although there were important differences among 
individual countries. For the African countries, by comparison, 
medium- and long-term debt increased over 80 percent faster than 
exports and, as a result, their debt service ratio more than doubled 
from 7 percent to 15 percent. The Latin American countries, which 
had entered this period with by far the Iargest debt and the highest 
debt service ratio, recorded the most rapid increase in debt of any 
region during 1974 to 1981. Their debt increased 27 percent faster 
than their exports, and their debt service ratio rose from.28 percent 
in 1974 to 42 percent in 1981. By the end oi 1981, Latin American 
countries, which accounted for 43 perCent of the debt of non-oil 
developing countries, were paying 57 percent of the debt service of 
that group of countries. 

By country classification, the major exporters of manufactures 
among the non-oil developing countries accounted for 37 percent of the 
debt and 46 percent,of the debt service by end-1981, and the corres- 
ponding figures for the net oil exporters were 23 percent and 27 per- 
cent. The low-income countries in this group of non-oil developing' 
countries accounted for 17 percent of the outstanding debt, but only 
4 percent of the debt service, since official creditors provided the 
great bulk of lending to these countries. At end-1981, the 20 major 
developing country borrowers 11 owed 72 percent of the total'outstanding 
debt of all developing countries and 81 percent of'the debt service 
obligations due in 1981. For this group, 63 percent of their debt was 
owed to banks. The rapid increase in short-term debt noted above was 
largely attributable to these countries; at the end of 1981, one 
quarter of their debt was short term, compared to less than 10 percent 
for other developing countries. 

b. The onset of difficulties, 1982 

The total external debt of non-oil developing countries is 
estimated to have increased by only 12 percent in 1982, considerably 
less than the average rate of expansion over the preceding seven years. 
New disbursements on medium- and long-term loans fell by 20 percent 
compared to 1981, while principal repayments rose sharply. The growth 
of short-term debt outstanding continued to decline, largely as a 
result of the slowdown in commercial bank lending, the causes of which 
were discussed in detail in Occasional Paper No. 23. 21 The reduction 
in gross flows to the developing countries extended across all types 
of debt, all regions, and all classes of creditors. 

11 The countries included are Algeria, Argentina, Brazil, Chile, 
Egypt, Hungary, Indonesia, Israel, Korea, Mexico, Morocco, Peru, the 
Philippines, Poland, Portugal, Romania, Thailand, Turkey, Venezuela, 
and Yugoslavia (selected according to stock of debt outstanding at 
end-1981). 

21 InternationalMonetary Fund, International Capital Markets, 
developments and Prospects, 1983, Chapter III, pp. 21-32. 
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'The rate of increase in the debt service payments of non-oil 
developing countries also slowed in 1982, although the effects of a 
fall in the average nominal interest rate on outstanding debt of almost 
1 percentage point was offset by a 22 percent increase in the amorti- 
zation due on medium? and long-term loans. However, despite the slowing 
in the growth of total debt service payments, the aggregate debt service 
ratio for non-oil developing countries rose from 20 percent in 1981 to 
23 percent in 1982, as export earnings actually declined by 3 percent. 
The increase in the aggregate ratio was accounted for almost entirely 
by Africa and Latin America, as the debt service ratios,for other regions 
were broadly unchanged. By economic subgroup, the debt service ratio 
rose most sharply for net oil exporters and for the low-income countries. 

In this environment of a marked reduction in new lending,.a 
continued-- albeit slower-- rise in debt service, and declining export 
earnings, the number of developing countries experiencing external 
payments difficulties increased significantly. .?ayments arrears, 
which had remained at about US$5-6 billion over the preceding five 
years, rose to USS18 billion at end-1982; and many countries, including 
some of the largest debtors, approached their creditors for a resche- 
duling of.debt service payments. , 

In light of the role of commercial bank financing, and growing 
importance of bank debt restructurings, the following section reviews 
some salient characteristics of bank lending during this.period. 

2. The evolution of commercial bank financing L/ 

While the individual country experiences which form the basis 
for,this paper are quite diverse. some generalizations may be useful 
regarding the evolution of bank finance. Of the non-oil developing, 
countries that either have restructured or were in the process of 
restructuring their bank debt between 1978 and the third quarter of 
1983, all experiesnced a period of very rapid increase in international 
bank loans prior to the development of debt service difficulties. The 
bank debt of countries engaged in restructuring grew by 25 percent per 
annum in the .five years to 1981, as compared to about 19 percent for 
the remaining non-oil developing countries (Table 2). As regards the 
most recent cases of countries that have commenced negotiations or 
reached agreement with banks on debt restructuring since the end of 
19.82, their bank debt had risen even faster--by 28 percent annually-- 
during this period. 

For the group of non-oil developing countries there was a marked 
and sustained increase in bank debt of less tharione year remaining to 
maturity during the 1978-82 period, with the share of such debt in 
total bank debt rising from 41 percent to 46 percent. While short-term 

l/ Annex Table 3 provides an overview of developments in bank 
fi;ancing as regards certain nonmember countries. 



'-'7 - 
: 

Table 2.'. Growth'Rates of Banks' Claims on Selected Group of 1 
Countries, 1978-82 l-1 

(Percentage) 

. 
. 

Average 11 
over the 
Period 

1978 1979 1980 1981 .1982 1977-81 

Non-oil developing countries 23 26 23 18 7 
Countries reviewed 30 28 25 _I. '9 5 

Of which: 
Rescheduled or negotiated 

first in 1983 31 32 28 23 6 
Other countries" 13 23 .20 18 11 

’ 23 
25 

28 
19 

Oil exporters 44 14' 9 '2 .lO. 16 
Countries reviewed 69 44 17 9 10 33 
Other countries 37 2' 4 -2 9 9 

e Source: Calculations based on data from the Bank"for International Settlements, 
International Banking Developments. 

l-/ Weighted average of rates of growth for each country group. Derived from data 
on the stock of claims, which were not adjusted for exchange rate variations. 

2/ Average annual compound rate of change; 
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debt, no doubt, had increased,substantially for some countries 
subsequently‘involved in bank debt restructurings; Table '3 suggests (1 
that the share of debt with less than one year remaining to maturity 
was not very different, at least in aggregate, for the groups of 
countries engaged in restructurings and other countries. However, if 
short-term debt to banks is related to countries' claims on banks--which 
is an important component of their foreign exchange reserves--very--.. 
striking differences become apparent (Table 4). The increase in the 
ratio of short-term debt relative to claims on banks and the high 
values of this ratio for countries involved in bank debt restructurings 
suggest.that these countries had generally become vulnerable to any 
disruption or even a temporary slowdown in new finance. Scaling debt 
service payments by export earnings-or import payments yields similar- - 
results. I .' , . ,: 

In a number of casesi‘bank funding accompanied a surge in export' ,';" 
receipts associated with the rise in commodity prices which charadter- 
ized the late 1970s. 'With the subsequent stagnation or decline in ". 
many commodity prices, the' willingness of banks to accommodate further 
large increases in their exposure to a number of countries declined; ‘ 
More specifically, an important source of subsequent financing diffi-, . 
culties for some oil exporting countries may be found in the i.nitial'." .; ' 
overestimation of future oil revenues by both the country and the " ., 
lending banks involved. On average, debt of'-oil exporting developing' 

.- countries to banks grew by 16 percent annually-between- 1977 and 1981. . 
. . Howeve,r,- the debt of, the two oil e,xporting countries included in this- 

review had grown on average at an annual rate of 33. percent,' well' . (. (--) ..( 
above the rate of any other group of countries. ._ _ . 

I -'. 
. .-In almost.'every instance-of debt service'p&blems, bank lending '. 

expanded'very rapidly'prior to the onset of payments difficulties, and ' 
often financed a widening current account defi&t associated,'inter I" ' 
alia, with expansionary fiscal policies. Particularly in some of the 
more recent cases, capital flight and rising interest payments pre- 
empted a growing part of the commercial financing inflows. In many 
cases, the emergence of payments difficulties was anticipated by a 
sharp slowdown in the rate of growth in bank lending, sometimes 
accompanied by a pronounced shortening of maturities,'which eventually 
led to a request to negotiate a debt relief arrangement. In previous 
periods, these developments often took place over several years, and 
there was generally a marked slowdown in the growth of bank lending 
well before the commencement of difficulties. 

However, the emergence of serious bank debt problems since 
mid-1982 occurred much more abruptly, and as a result it was not 
generally accompanied by a marked slowdown in the growth of bank lending 
over the calendar year prior to the commencement of difficulties. For 
more than half of the non-oil developing countries for which data are 
available, debt restructuring discussions started after a year in 
which bank credit growth either approached or exceeded the average 
rate of expansion for the non-oil developing.country group as a whole. 
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Table 3. Rank Debt of Less Than One Year Remaining to Maturity 
as a Percentage of Total Bank Debt, 1978-82-l/ - 

(End of Period) 

1978 1979 1980 1981 1982 

Non-oil developing countries 41 38 43 44 46 
(mean> 2/ 47 45 45 44 44 
(median) 47 46 43 44 45 

Countries reviewed (mead 2/ 46 44 45 42 42 
(median) 49 46 44 39 40 

Other countries. (mean> A/ 48 47 45 46 46 
(median) 46 48 41 - 45 46 

Oil exporting countries .48 51 53 57 55 
(mead 2/ '55 57 >60., 63 62 
(median) .. 54 .59 62 58 60 

.' 
Countries reviewed 31 (mean> 21 - 45 45 45 48, 47 4 
Other countries' (mean) 2/, 57 59 .63 66 65 

(median) 55 59 72 66 71 

Source: Calculations based'& data from the Bank for International 
Settlements, The Maturity Distribution of International Bank Lending. 

l! For countries with more than US$lOO million in total debt to banks. 
T/ Unweighted average. 
z/ The sample size of two makes the median a meaningless concept. 
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.Table 4, Bank Debt of Less Than One Year.Remaining to.Maturity 
as a,Ratio to Total Claims on Banks, 1978-82 l/ 

. - 

1978 1979 1980 1981 1982 

Non-oil developing countries '0.81 
(mean> 2/ 0.54 
(median7 0.57 

Countries reviewed (mean) / 1.40 
: (median) 1.14 

Other (mean) 2/ 0.89 - 
(median) 0.43 

Oil exporters 0.43 
(mean) 0.54 
(median) 0.57 

Countries reviewed (mean) 2/3/ 0.96 
Other (mean> -2/- 0.49 

(medianJ 0.48 

0.85 1.12 1.25 1.35 
0.38 0.30 0.38. 0.53 
0.38 0.31 0.32 -0.38 

,1.48 1.78 .' '1.58 1.61 
1.16 1.18 1.27 1.43 

,,0.73 0.82, 0.98 1..19 
0.49 0.44 0.62 0;64 

0.36 0.28 0.3'1 0.'38 
0.38 0.30 0.38 0.53 
0.38 0.31 0.32 0.38 
0.70 0.56 1.03 1.65 
0.32 0.25 0.24 0.31 
0.29 ' 0.25 0.22 0.30 

n 

Source: Calculations based on data from the Bank for International. 
Settlements, The Maturity Distribution of International Bank Lending. 

1/ For countries with more than US$lOO million in total debt to banks. 
?/ Unweighted average. 

' z/ The sample size of two makes the median a meaningless concept. 

,, ; \ , 
.' 

* . .I . 
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In some other cases , .the rate of expansion in bank debt,in the year 
prior to the restructuring discussions was relatively low but still 
positive. This is in sharp contrast with the findings in Occasional 
Paper No. 3, since all countries then reviewed had experienced a year 
of negative growth in net bank credit prior to requesting a bank debt 
restructuring. 

Regardless of the speed with which a debt restructuring was sought, 
experience shows that additional bank credit became difficult to obtain 
once negotiations were under way. As a result, undisbursed commitments 
to countries reviewed in this study declined very sharply in recent 
years relative to total debt outstanding.(Table 5). As a large number 
of negotiations took place since the second half of 1982, and since 
many countries which had rescheduled debt in earlier years have 
subsequently negotiated new restructuring arrangements, it is not 
possible to draw firm conclusions at this stage regarding future access 
to international capital markets once bank debt has been restructured. 

3. Sources of debt servicing difficulties 

While the causes of debt servicing problems are not the principal 
focus of this study, some specific factors which contributed to the 
recent intensification of difficulties are discussed briefly below. 
However, it must be emphasized at the outset that the economic and 
financial circumstances, as well as the policies pursued, have differed 
widely among those countries that have sought a rescheduling or 
refinancing of their'external debt obligations. These differences were 
apparent both in the period immediately preceding the onset of debt 
servicing problems and also in respect of underlying developments and 
policies pursued over a longer period. While it is, possible to identify 
certain sources of debt servicing difficulties which were present in,a 
large number of cases, or which played a major role in specific country 
groupings, firm conclusions cannot be drawn regarding the relative 
importance of the various factors involved. 

In the case of most of the countries concerned, the emergence of 
debt servicing difficulties reflected a combination of adverse external 
developments and inadequate domestic economic.management, including 
insufficient adjustment to external events. As regards adverse 
exogenous shocks, starting in 1979, many non-oil developing countries 
and centrally planned economies were affected by the second large 
increase in oil prices, the prolonged recession of the early 198Os, 
and the rise in real interest rates. The oil price increase led to a 
marked deterioration in the terms of trade of the non-oil developing 
countries as a group. It should be noted however that, reflecting 
different degrees of dependence on energy imports, the effects were 
far from uniform among individual countries; indeed several countries' 
in the group experiencing difficulties were a.ctually net oil exporters. 
The severe and prolonged recession in industrial countries induced 
an overall decline in nominal prices of primary commodities, which 
exacerbated the deterioration in the terms of trade of many non-oil' 
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1. 'Table 5. Undisbursed Commitments as a Percentage 
' of Total Bank Debt, 1978-82 _ . .' .' 

., 1 1979" 
1980 

, 

1978 1981. 1982 

Non-oil,developing countries 30 26 ; 23 ' 19 14 
*.., (mean) l/ ,. 52 41 34 .. 27 21 

..I (medianJ 37 :' 26 23. 19 13 

Countries,reviewed (mean) l/ 
t 

40. -.21. . 19 15 'I 19 
(median7 31 19 16 13 .9 

Other ' . (mean) l/ .60 54 ' .44.. 35. 29 
(median7 .I 49 38 .33- 27 ,21 

. i 3 
Oil exporters 33 24 '25 25 '22 

(mean) .l,/ 48 I. 41 146.. 2": '38 
(median7 35 ‘39 34 22 

Countries reviewed (mean) l/2/. 36 42 34 a 36. .: 27 -- 
Other (mean) ,l/ 5 l- 41 '.49. 50 , -40 

(median7 35 t 39 .34- 28 : .22 
. , : _.a 
- * 

Source: Calculations based on data from the Bank for International 
Settlements, The Maturity Distribution of International Bank Lending; 

Lf Unweighted average. 
2/. The sample size of two makes the median a meaningless concept. 1 
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0 developing countries and also affected directly the growth of export 
markets. More recently, the softening of world oil prices, together 
with product$on cutbacks, intensified already existing balance of 
payments pressures in some of the oil exporting countries, although it 
hashad a positive effect for the countries which are net oil importers. 

A common and important'factor present in varying degrees in all 
cases of debt difficulties was the evolution of real interest rates'. 
Low or negative real interest rates through much of the 1970s were 
an i.mportant influence in encouraging the uptake of debt. By contrast, 
the sharp increase in nominal rates from 1979 was subsequently sustained 
at a time when world inflation was declining, and this resulted in 
very high real rates of interest; this was particularly the case when 
the nominal rate of interest'paid by some countries on their external 
debt is viewed in relation to changes in their export prices. Although 
there has been a decline in nominal rates in the period since 1982, 
real interest rates have remained close to historically high levels, 
especially for this point in the trade cycle. While during the 1970s 
high nominal rates combined with high rates of inflation had implied 
an "accelerated amortization" of debt, L/ the high ex post real 
interest rates of the early 1980s have implied a transfer of resources 
for which many borrowing countries were unprepared. 

Debt servicing difficulties reflected, to an important'extent; 
the unfavorable external circumstances described above, but these were 
often compounded by inadequate economic policies (including weak external . 
debt management policies) in many of the countries concerned. While, 
in general, countries had sought to adjust to adverse external events, 
the adjustment undertaken was-in many cases either unduly delayed or' 
was not on the scale necessary to restore external viability. Excess 
demand and balance of payments pressures often originated in the area 
of public finances and were reflected in large fiscal imbalances. 
Most frequently, this resulted from insufficient control over current 
expenditures. Furthermore,, in several instances where capital 
expenditures. were a major element underlying expanded domestic demand, 
projects were often not viable, involving low rates of return and 
financing terms inconsistent with the gestation period. The financing 
of budgetary imbalanc'es, apart from leading to sharp and unsustainable 
increases in external borrowing, frequently took pl.:ce by means of 
domestic credit expansion which resulted in inflationary pressures.', 
As a result, exchange rates often became unrealistic, and domestic 
cost-price distortions tended to become more prevalent. The consequent 
loss in competitiveness strained the external current account position, 
while the internal and external imbalances were also encouraging 
speculative capital outflows and thus further increasing pressures 
on the country's external reserve position. 

_’ 

A/ For a discussion of this point see Occasional Paper No. 3, 
Appendix II. 



-,14 - 

. 
- 

The importance of bank borrowing in financing current account ~ 
deficits in those countries encountering debt servicing difficulties 
differed.markedly. Broadly, the countries concerned.fell into two 
groups. The group comprising the African countries and some of the'. 

, smaller Latin American countries had made,relatively.lim+ted‘use of 
access to bank credit to finance their current account-deficits. 
Except for occasional large inflows associated with major,project.s, 
bank borrowing generally financed 1ess:than 25 percent of the current. 
account deficits of,this group. For the remaining second grbup‘of 
countries.; such borrowing accounted for 50 p,ercent or<more of, the 

. current deficits and, in some instances, 
the current account deficit., 

approached or even exceeded ., 

'It might have been assumed that the increase in the relative. 
reliance by developing countries on commercial bank credit to-.finance 
growing balance of payments current account deficits ,wduid have , .: 
influenced economic policy management, in view of the growing.-,, . . 
importance of maintaining perceived market creditworthiness to.help ,-, 
ensure continued private financing. More typically, however;access 
to substantial and growing net lending flows from commercial banks in 
many instances has tended to facilitate the'expansionary,demand and 
incomes policies described above, and in some cases-the maintenance 
of an unrealistic exchange rate. In several instances 'recourse td 
external finance delayed.the necessary adjustment,,of domestic policies. 

As regards the sequence.of events immediately preceding the debt 
re'structuring operation, experiences again,varied considerably. In 
sdme instances, 'countries experienced a gradual drying up of external 
medium-term financing flows over a number of years and had recourse to 
shorter term credits and exceptional financing :on relatively less , 
favorable ferms;.while running down foreign exchange reserves. and 
frequently building up payments arrears on debt service and imports. 
The underlying,deterioration in their external 'debt situation often 
became acute,with the disruption in normal trade-related' financing and 
the inability.to secure normal rollovers of short-term, financial debt. 

( ’ 

r\, ‘_ 

-’ 

,In other cases, how'ever, 
.: 

the onset of debt servicing'difficulties 
was rather more sudden and was sometimes brought on--or at least 
triggered--by regional event,s. This was the case, first,, for some ; 
countries in Eastern Europe and, later on, for some Latin American ; 
countries where banks' perception of lending risks was influenced by 
the difficulties experienced by neighboring countries.. In particular, 
even though in some instances major banks may have .concluded that su.ch. 
countries were following prudent policies, uncertainty regarding the 
willingness of smaller lenders to continue to&expand or even maintain 
their exposure in light of problems in neighboring countries, led 
gradually to the view that there was an increase in the riskiness of 
continued net lending. The large reliance of some of the countries 
in the affected regions on bank financing for their current account 
financing needs, and the large rollover requirements associated with 
the high share of short-term debt relative to foreign reserves and 
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export earnings, made many countries quite vulnerable to even a 
slowdown or temporary interruption of bank lending flows. In these 
circumstances, fears became, to some extent, self-fulfilling as bankers' 
concerns resulted in a marked decline in net inflows and in some cases 
in net withdrawals of funds. This latter type of situation was more 
typical of countries which had relied relatively heavily on bank 
financing--generally the higher income developing countries. 

The following section summarizes the efforts of debtor countries 
to seek a resolution of the debt servicing difficulties just described 
by approaching official creditor groups and international banks for a 
rescheduling or refinancing of their external debt obligations. 

III. An Overview of Recent Multilateral Restructurines 

1. Objectives of the multilateral approach 

The approach taken by most countries experiencing severe 
difficulties in servicing their external debt has been to request 
creditors to restructure debt service payments falling due or in 
arrears. Typically, the external debt accumulated by a country had 
been incurred against a relatively large number and a wide range of 
creditors, such as private suppliers, commercial banks, governments 
(either directly or indirectly, through export insurance schemes or 
other forms of official guarantee), and multilateral development 
institutions. Since debt service problems experienced by countries 
generally did not relate to specific loans by individual creditors but 
were symptomatic of more general balance of payments problems, the 
requests for debt rescheduling were normally directed to most creditors 
having significant claims on the country. 

A multilateral approach to debt restructuring permitted the 
negotiations to proceed according to practices and policies which--in 
the case of official debt at least--were well established. This was 
advantageous to the parties concerned since it helped ensure that 
broadly comparable treatment was accorded to all creditors within a 
particular multilateral framework, as well as to different debtor 
countries over time. The adoption of a cooperative approach provided. 
assurance that a debtor would not negotiate its debt on widely divergent 
terms with its various creditors, an eventuality that the latter 
would not have found acceptable. In the absence of a multilateral 
framework that embodied this principle of uniformity of treatment, it 
would have been possible for the foreign exchange saved by the debtor 
as a result of a bilateral rescheduling with one creditor to have 
been used to meet payments due to another. 

Conducting debt renegotiations on a multilateral rather than 
bilateral basis also avoided some of the logistical problems inherent 
in the debtor negotiating with each creditor separately, and allowed 
the restructuring process to be conducted in a timely manner. The 
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convenience associated with a multilateral,,approach.was evident in a,,,,, 
: 

number of recent restructurings of commercial bank debt.which have, 
involved'the participation of several hundred different creditors. 

.,,:. 

_ 

Furthermore, the multilateral approach pr0vided.a mechanism by 
which the creditors could be assured that an adequate adjustment effort 
was being undertaken by the debtor country to restore the viability of 
its external economic position. So far as the debtor countries were 
concerned, the advantage of this approach was that it helped ensure 
that the debt 'relief provided would be inte,grated with their adjustment 
effort and other forms of external financing. .In this respect, the. 
linkage thatvevoived between multilateral-debt r,est,ructurings and : 
Fund-supported economic adjustment programs was of importance. Debt 
servicing difficulties were often a manifestation of broader and 
more deep-rooted balance of payments problems reflecting in part the 
adoption .of inappropriate external and domestic economic policies. 
Success in attaining a sustained improvement in the ,debtor's balance 
of payments position usually necessitated the adoption of new policy 
initiatives by-the country concerned. For this reason, official and 
commercial bank creditors generally required that.a .financial program: 
supported by the conditional use of Fund resources be in place-at ;or .,.: 
before the time that the debt renegotiations were concluded. Other.,. 
multilateral fora, notably aid consortia and commercial bank groupings, 
also provided a framework in which coordinated flows of new finance to 
the debtor country could be arranged at a time when such support -was 
often crucial to the success of its adjustment efforts. L 

Official debt restructurings 
., 

2. ( . . 

Official multilateral debt renegotiations dealt with the 
rescheduling of payme,nts on debt owed to, or guaranteed by, the . ,, 
government or the official agencies of the participating creditor 
countries; They were.normally, though by no means, exclusively, under- 
taken under the aegis of the Paris Club. The rescheduling exercise, 
brought 'together the debtor country and all official creditors who 
were willing to participate , .although in! practice the participating .*; 
creditorshave generally been confined to OECD members with significant 

Typically, both principal and : claims against the debtor country. 
interest payments on medium- 

; ', 
and long-term loans falling due during a 

given period,, including those already in arrears, were rescheduled, . . 
though not on terms that might be regarded as con&essibnary. Asa : 
matter of principle, the Paris Club was extremely reluctant to-. 
reschedule payments on short-term debt with an initial maturity of 
one year or less since this might have disrupted normal trade-financing 
and jeopardized continued guarantee cover of.fered by official .export 
credit insurance agencies. Similar.ly , ,as a matter of principle-,,pre- 
viously rescheduled debt normally was excluded from the restructuring. 

To achieve a durable improvement in t,he debtor .country's balance 
of payments consistent with the resumption of.debt se'rvice.payments, 
the official creditors have held the view that, concurrent with debt, 
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rescheduling, the debtor must take measures to restore its financial 
viability. For this purpose, each debtor country which was a Fund 
member was required, as a precondition for the initiation of debt 
renegotiations, to conclude a financial arrangement with the Fund 
subject to upper credit tranche conditional'ity. In addition, when 
creditors agreed, to consider additional debt relief in the period 
after the consolidation period, the country was asked to have a 
Fund-supported program in place at the time the discussion of such 
relief took place. 

The consolidation period (i.e., the period in which the payments 
to be restructured fall due) normally was 12 months. However, certain 
countries obtained debt relief on successive occasions and'the length 
of the consolidation period thus became de facto medium term. 

The terms for the repayment of rescheduled debt typically were 
structured as follows. Repayment of the tot& amount (principal and 
interest) falling due during the consolidation period was broken down 
into three parts. The first, a formally rescheduled portion covering 
on average 80'percent to 90 percent of the total, usually carried a 
maturity of seven to nine years, including a grace period of three to' 
four years. The second represented an unconsolidated, but postponed, 
portion, the maturity of which was relatively short (around one,to 
two years), with little or no grace period. The third segment comprised 
a downpayment which had to be paid during the consolidation period. The 
amount effectively rescheduled (i.e., the total amount due less the 
downpayment) typically covered 90-100 percent of total payments. As 
regards rescheduled arrears, the terms of repayment have normally been 
more stringent and the proportion rescheduled was less than that for 
payments falling due; very often, repayments of arrears were required 
during the grace period for repayments of rescheduled principal payments. 

The terms agreed upon in the multilateral rescheduling meeting 
were embodied in a set of Agreed Minutes. These Minutes provided the 
guidelines for the details of the debt relief that subsequently was 
arranged on a bilateral basis between the debtor and each creditor 
country. The interest rate to be paid on the consolidated debt also 
was determined on a bilateral basis. The restructuring only attained 
legal status once these bilateral agreements were concluded. 

As noted above, an important aspect of the multilateral approach 
to debt rescheduling was that it ensured that the rescheduling terms 
were broadly uniform across participating creditors. This'principle 
of comparable treatment for all creditors and for all types of debt 
was a feature common to the recent multilateral debt renegotiations. 
In the case of the Paris Club, for example, the renegotiation agree- 
ments stipulated that the debtor country would seek to obtain from 
nonparticipating creditors debt relief on terms comparable to those 
granted by the Paris Club itself. Accordingly, many of the recent 
Paris Club reschedulings have been accompanied by a parallel commercial 
bank debt restructuring and, in a few cases, a consolidation of debt 
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owed to commercial nonbank creditors; the exceptions to this related 
to cases where the amount of debt owed to private.creditors was 
comparatively small. 

The economic impact of debt relief, in the consolidation period 
can be measured in a number of ways. Relative to export earnings and 
current account imbalances, the scale of official debt relief extended 
during the period under review was quite substantial; In about two 
fifths of the cases surveyed, debt relief represented in excess of 
20 percent of exports of goods and services. Measured against the 
current account deficit of the countries concerned, the,relief 
provided was'equivalent to more than 40 percent of the deficit in , 
around two fifths of the cases. Similarly, in terms of debt service 
payments, the impact of debt restructuring was marked, particularly 
when the agreement covered payments in arrears'. For example, in about 
two fifths of the cases, the amount of relief was equivalent to over 
100 percent of total debt service payments (after debt relief) due to 
official creditors, multilateral creditors, and private creditors. 

Often, however, the true impact of debt relief cannot be.fuliy 
assessed in these ter'ms. In many instances, the debtor countries woul'd' 
have been unable to meet maturing commitments had the' reschedulings 
not taken place., Consequently, the regularisation of debt service 
payments facilitated by t,he restructuring permitted debtor countries 
to avoid a further deterioration in their international credit standing 
and their ability to borrow in the future. 

3. Commercial bank debt restructuring .' 

a. Earlier experience 

Occasional Paper No. 3 focused on the experience of the six I' 
countries which undertook debt restructurings with banks during the 
period 1975-78. It 'found that in all the cases bank lending had 
expanded very rapidly'over a relatively short period and then declined 
sharply, with net bank lending turning negative at some point prior to' 
the restructuring. That review also indicated that bank lending‘ " 
flows generally were large relative both to the borrowing country's- 
ecpnomy and nonbank sources of external financing; and that lending 
frequently had been,procyclical relative to movements in export receipts 
which had usually originated from fluctuations in export prices. 
Frequently, these variations in bank lending were associated with 
serious.problems of economic management. External bank loans in many 
cases finan,ced unsustainable increases in public sector expenditure 
and were linked to expansionary domestic policies. In many of those 
cases where bank lending was directly associated with development 
projects, the productivity of the projects was low, or the payback 
period long, relative to the service of the corresponding.debt, given 
the overall demand management and pricing policies which were pursued. . 
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Regarding the terms of bank debt restructuring, it was noted that 
while banks were prepared to reschedule principal payments in arrears 
as well as those falling due' for various future periods, interest 
payments were expected to be made on,a current basis, and that arrears 
in respect of interest payments had to be cleared as a precondition 
for signing most arrangements. It had become apparent also that banks 
generally preferred a comprehensive "multilateral" restructuring of 
bank debt rather than the provision of additional credits to countries 
subject to payments difficulties. Very rarely were there explicit 
understandings on the provision of new bank financing--or even 
maintenance of existing exposure--in these arrangements. Generally, 
as a result of the restructuring, debt service payments were reduced 
during the first year after agreement, but in all of these earlier 
cases there was still a reduction in banks' exposure during the 
immediate postagreement period. 

b. Recent experience 

As mentioned earlier, some of the country cases examined in the 
present review are still under negotiation, while most others were only 
recently completed; and important issues are still evolving. Neverthe- 
less, some major trends can be observed. In comparing the findings of 
the present study with those of the previous paper, one notes, perhaps 
most importantly, the different economic environment in which the, 
recent bank debt restructurings took place. As discussed in Section II 
above, the sharp increase in the number of countries which have . 
approached the banks for relief reflected in part the prolonged and 
severe deterioration of the global economic conditions which placed 
demand management, investment, and external debt policies of borrowing 
bountries under extreme pressure. 

By early October 1983, five of the ten largest borrowers among the 
developing countries had either completed or were engaged in formal 
multilateral debt restructurings with commercial banks. 1/ Total bank 2 
debt of these five countries amounted to US$188 billion at the end of 
1982 (Table 6). 2/ With the sharp increase in the number of debt' 
renegotiations, the process itself appears to have become more stand.ard- 
ized and in'some regards more efficient over time. Where countries 
have had successive reschedulings, negotiations often have been 
expedited by the statistical work already completed, the precedents 
set previously, and the prior.existence of bank steering groups. 

l/ In addition, in early October 1983 the Philippine authorities 
requested major banks to act as an advisory committee in connection 
with a request to extend for 90 days all principal payments on short- 
and medium-term bank debt falling due in the period commencing 
October 17, 1983. The debt owed to banks by the Philippines amounted 
to USS12.6 billion at the end of 1982. 

21 A ranking of developing countries by outstanding debt to banks 
is-shown in Occasional Paper No. 23, p. 14. 
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I. Table 6. Countries Reviewed-YRanked by Debt,to-.Banks: 
. as of..end-December 1982. l! : :', ,.v ,.: - __ ::. . 

.* I : (In millions 0f'U.S. dollars):. ". 
: . , 
, I ,-: 

I . : . : .:I 
. 

1. Mexico " 62,888 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

Brazil 

Venezuela 

Argentina : 

Chile 11,610 

Yugoslavia 

Nigeria 

Peru 

Ecuador 4,488 

Romania 

Turkey. 
_ 

Morocco 

Uruguay .- 

60,453 

'27,474 
_ 

25,681 

9,821 

8,527 

.5,353 

. 
4;243 

3,971 

3,882 

1,531 

. . , , - 

15. . ' .-, Sudan (, .' I.,119 
( .f '_ 

16. Bolivia , ,I 940 
'. , .', c : ,.; I ‘ _ :. 

17. Zaire .. . ,,,'. . 873 
-1 ,. 

18. 'Dominican .Republic . 866 
,‘.. * 

19. Nicaragua 814 
. . . ., . 

20.'. Zambia - ..- 590 
I - 0 ' ..,', ,i .' , . 

21; Jamaica :. -c . . . 521 
_, . : .;: 

<.22. : Honduras; ,::,. .' ,469 
. . 1 

23. Senegal : '. 1* . . .'. 410 
., . . . I .' ': _/ . .,' 

24. Madagascar- I._ _ . 299 
~;,: . _I .' . . 

25. ..Togo G. _ ; : .:253 
" .._. :.: r. I 

26.,.Malawi:. : _,_ 202 

_ 27. .Guyana.. . .; 129 
. . - / ,".J. 

.; : ,' 
. . 

.  .  1,261 14. Costa Rica 

. '. I ' : '8.; 
Sources: Rank for International Settlements;.The Maturity.Distribution of 

International Bank Lending. - ', I. _ 
,I ;. 

L/ .Included in this table are Fund member countries which currently are in 
the process of formal multilateral debt restructuring (i.e.; rescheduling or 
refinancing) with commercial banks or have completed such a process since 
1978. Liberia also completed. such a renegotiation in 1982; however, it is not 
included in this table because of rts status as an of.fshore financiai.center. 

. .' . I '_',_. . 
.'. '_ r . ,.. . . I, I 

i !.'I : . . : 
: : ,* ..I I :. ?\ ,'I L. 

. , ,.~ u 
1.: . . , ,.( _'. ', 
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Another important aspect iu contrast to previous experience was 
the suddenness with which debt servicing difficulties of some countries 
in a region affected banks' perception of the creditworthiness of other 
countries in the area. This phenomenon was observed first in$Eastern 
Europe and then on an even larger scale in Latin America. In a few 
cases, the perception of regional risks, together with a,heightened 
awareness of cross-border lending risks in general, may have contributed 
to the need of some countries to approach the banks for debt relief, 
although their economic management had been judged by the market up to 
that moment to be relatively sound. 

Regarding the terms of restructuring of bank debt, banks remained 
unwilling to reschedule payments at less than market-related interest 
rates. However, due to the magnitude of the external payments dis- 
equilibrium in a number of recent cases, debt restructuring on market 
terms appeared feasible only if the banks were willing to provide 
additional financing or at least assure maintenance of their existing 
"exposure." The banks firmly decided to restructure debt on commercial 
terms, while recognizing that this might require continued growth'of 
their exposure in a number of instances. Thus, in some recent 
negotiations, the banks have been willing to agree to proposed under- 
standings on maintaining (or restoring) short-term exposure together 
with commitments to provide net new medium-term financing in association 
with the restructuring arrangements. 

Generally speaking, agreements in recent bank debt restructurings 
have applied to principal payments falling due within approximately 
12 months from the onset of negotiations, although there were consolida- 
tion periods of up to two years and three years in exceptional cases. 
In a number of instances, arrears on principal payments were also 
rescheduled, but this has been less of an issue in some of the more recent 
large-scale restructurings to the extent that debtors had approached 
banks on a timely basis. Interest payments in arrears were rescheduled 
only in exceptional cases, and none of the concluded agreements included 
a restructuring of future interest payments. 

In all but two of the completed agreements examined, at least 
80 percent of the principal payments falling due was restructured, 
and in over half of the cases, the total amount was rescheduled. 
The restructuring loans for principal payments falling due typically 
carried seven years' to eight years' maturity and two years' to three 
years' grace, but there were a number of exceptions and, in some cases, 
new maturities have ranged to over 10 years. On occasion, the maturity 
of restructuring loans for short-term debt was shorter than that 
applicable to medium-term debt. In those exceptional instances where 
arrears were rescheduled, the terms were similar to those applied to 
rescheduled short-term debt falling due. Regarding the interest 
charged on 'consolidated debt, in the majority of restructuring agree- 
ments concluded during the period 1978 through early October 1983, the 
spread over LIBOR or the U.S. prime rate ranged between 1 3/4 percent 
and 2 l/4 percent. To the extent that restructuring agreements have 
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incorporated new lending;commitments, these ,often involved spreads, 
:grace periods;,:and final maturities.quite sjmilar to the rescheduling 

., agreements:per+sei*;-.Increasingly, published information has. become, 
available.:regarding.the..f,ees-and charges involved.in,the.restructurings, 
and,in I9.83 fees appeartto have ranged between.1 per,cent and l'l!? per- 
cent of: t<he,.amounts, restructured, ': ,, : .,. .'. ., . . .' ;>: I 

IC, ,.. .:. ;. ‘. ,,' . 
i<.Finally,. an imp.ortant..new element in assisting the.debtor country 

du‘ring the..debt renegotiation period frequently has ,been the provision 
of bridging finance pending agreement ,on newmediurprterm finance. In 
some cases this has been provided by commercial banks and governments. 
,Moreover )I .the;BTa,nk for ,International Settlements (BIS) has .played a 
significant role in the.provision of bridge finance, including,, 
impo.rtantly,, to non-BIS member countries, ,_ representing a.new:denarture. 

.I, ,(.. , ( '- . .- 
Since in,quantitative terms many'of the.'Important'init'iatives in 

the:area of commercial bank debt restructuring have,come within. the 
last year or -even the past .few months, generalizations,would be ,pre- 
mature at,-this stage. ,Nevertheless,. an: examination of.the.n,rincipal 
issues which have arisen can aid in.understanding some of the dif.fi.5 
culties,which have emerged in attempts. to find a resolution,o,f theirs 
external,debt.-problems and. their.implicatibns fbr, countries' adjustment .' 
efforts. :i.L ,_ : 1 _. ;r '.<, -, ;:. .- ,, -*I- ;: 

” . . 

C. Selected issues 
I- _! *: .-, , : I 

; , ” *: 

.::.'One $:-the most significant 
,-. 

issues'concerns"the timing of a' 
' , .dountry:'s ,approach to commercial banks., In general, it.cannot be in 

the best; .interest. of ,any, of the,parties,:involved t,o,ent,er lightly into. 
negotiations. for a restructuring of commercial bank debt pr.otherwise 
seek relief from.,contractual obligations. ,However, in instances where 
such an approach had become inevitable, experience has shown that delays 

: in, initiating and concluding discussions -frequently exacerbated the.. 
..emerging.debt; servicing difficulties.'.. A decline in creditor' confidence 
has tended to occur and creditors (includ,jng:commercialLbanks) typically 
have slowed new lending and have withdrawn short-term financial.credfts, 
interbank -deposits; and trade credits,.;-,'Ih,is ,acted.to j,eopardize the 
quality,of, assets of, lenders who did, not, or.qould not reduce their . 
exposure. ,:It also made the formulation of.a,viable balance of, payments 
program more,.difficult. In light of these.considerations, it is not, 
surprising,.that,.in general, the more dependent-aicquntry .,was on market 

( borrowing for externa,l finance, the more rapidly it; initiated negoti- 
ations inthe face.:of a perceived or actual change,in ,market sentiment. 

' t .., r 
Without a.timely and,,coherent resolution of'an emerging debt-, .(I 

problem,sbanks"attempts to re,duc.e .their!,exposure may,give rise to' 
difficult ,questions about the,dis,tributionof the-restructuring "burden" 
and,.lead to significant delays in reaching.agreement. .Banks have often 
placed great emphasis on maintaining ;"market discipline,'" i.e.,, pre- f 
venting anluneven reduction in exposure by,.a large ;number of different 
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lenders during the period when restructuring arrangements were being 
negotiated. Inseveral very recent instances, commercial banks were 
willing to accept --or even welcomed--a "standstill"--in some cases 
unilaterally imposed by the country-- on the repayment of.principal on 
most categories of loans in order to maintain the total exposure of 
all institutions and to prevent a further aggravation of balance of 
payments pressures. However, both during the standstill period and 
subsequently, the maintenance of short-term exposure has proven 
difficult to enforce in practice. 

Complex and important issues of intercreditor equity have also 
arisen in the context of determining the coverage of restructuring 
agreements themselves. Of particular significance has been the 
treatment of short-term debt and interbank deposits, as well as the 
treatment of bank credits relative to nonbank commercial debt, 
including nonguaranteed export credits, floating rate notes, bonds 
and officially guaranteed debt. The restructurings of debt to 
nonbank private creditors, primarily unguaranteed suppliers credits, 
were important and difficult aspects of the Turkish and Romanian 
reschedulings. l/ In some major recent cases, the proposed agree- 
ments include undertakings not to reduce short-term credits and 
interbank deposits. In most of the instances where arrears had been 
permitted to accumulate, particularly on interest payments, bank debt 
restructuring agreements have been considerably more difficult to 
complete. With few exceptions, the banks have resisted the rescheduling 
of interest in arrears and have generally insisted on an elimination 
of such arrears as a precondition to a debt restructuring. This 
attitude reflects, inter alia, constraints imposed by bank supervisory 
authorities.on the classification of assets, as well as by questions 
of profitability, and the'banks' own funding activities. In certain 
cases, significant problems have arisen due to the initial drain on 
the debtor's external resources associated with the clearing up of 
arrears when the agreement was signed. In some instances, the banks 
agreed to help overcome this problem by committing new funds along 
with the restructuring agreement. In some other cases, banks have 
been willing to reschedule short-term debt 'in arrears. 

Sustaining commercial lending flows to countries undertaking 
economic adjustment programs, through the commitment of new banking I, 
funds, has become of great importance in some recent major instances 
of bank debt restructurings. Although any predetermined level of net 
financing could be achieved by various combinations of new lending 
commitments together with appropriate ,rescheduling terms on outstanding 
obligations, banks have been extremely reluctant, lest the earning 
capacity of their existing assets be eroded, to reschedule on less 

l/ As noted in the introduction, 
private debt restructurings. 

this paper does not review nonbank 



.-i 24 - 

than."market" terms; 1The:market perception-that‘it:.wo,uld be Counter: 
productiveSfor a country to-seek "nonmarket" terms on:reschedule,d 
amounts has been .based on's concern.that the country's access,to normal 
credit facilities .could.be seriously. impeded.for a sign+ficant periad 
after the rescheduling ,@rocess Ss completed. At the same time, there 
is growing,recognition-that rescheduling. terms need to be consistent 
with-debtor countries'.adjustment potential and should not-undermine-,' 
their ability to restore-normal payme,nts relations.in the future. -,-. 

Large new ex ante lending commitments have formed‘an integral 
I. 

part of therestru.cturing process in-,some ,major recent cases, and.in 
some others (eig., Yugoslavia) an attempt has been-made to avoid a 
formal rescheduling by negotiating an increase.in the* banks! exposure 
through significant new lending commitments. In some.recent instances, 
the weight ,of scheduled,:interest payments has proven.to,be s.o burden-,.. 
some that any.rescheduling.of;principal payments oncomme,rcial-terms.- 
has required.a commitment of new funds if in.terest were to be paid as 
scheduled., . '; “-1 4' t L I \ . . a, "., : ' _ 

:. ;. ., .J'. .., ‘r.,d '. ., 
-The role:of .the Fund xis-&is the, resolution if ba&,de.bt 

payments difficulties and its.relations,with commercial.qbanks continue, 
to evolve in response to the.changing circumstances of.member countries. 
This .evolutipn~also reflects the relative' flexibility of:procedures 
for bank .debt restructuring; As .in the case of restruqturings,of '. 
official-.credits;:private bank creditors generally had required 
countries. experiencing payme'nts difficulties to.negotiate upper credit 
tranche arrangements.with the.Fund prfor t6Gthe conclusion of their 
negotiations.' In ,almost .a11 cases this was done,,-:w!ith:the Nicaraguan 
resche"dulings.being the -major exception. I Ne'gotiations'with ,the,banks . 
and the Fund typically took place simultaneously' and:in;some'of the, ' 
major recent cases-their successful conclus5ons:were -closely inter- f 
related.- _ '_I ':'I .J ;. I. ;- '( ":., , 

' . . _'. : .I ~!..!, .:. .-,I : ., . 
Res'cheduling:agreements general1y.contai.n provis.&,ons 'outlining the 

condit$ons.under, which.creditors.have the right- to declare: rescheduled 
loans due and repayable ,on,demand. These provisions, which cover a 
wide variety of circumstances, often include nonfulfillment of "equal 
treatment" clauses with,re.spect to other creditors. Recent agreements 
have also provided ,for.the;possibility of accelerated repay,ment in the, 
event that the. debtor .becomes. ineli-gible to draw under an,arrange.ment 
with the Fund. .: I; ! '. 1 c-; . . I. a' ,, " 

_. 
.~' _ _ _'. ; ". I' 1. -,,I ..I 

I. 'In the recent'difficulties facingsthe larger debtors,;Eund 1 .. : 
management and.staff~have.played an important role in, coord,i.nating ,the 
international response to these events; The,evolving role of Fund,. . 
officials has taken several forms. On some occasions, the Fund has 
been instrumental in assisting negotiations between the parties when 
i.t became evident that a feasible stabilization program would require 
some'kind .ofJ-debt rearrangement. In some..recent cases, it -.&as.necess'ary 
to establish a close link between official,and comme.rcial: bank,de,bt. 1, 
restructuring arrangements and Fund-supported programs by seeking 
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confirmation.of financing assumptions from official creditors and .._ 
commercial banks. These were instances where in the absence of such 
assurances on debt restructurings and new intergovernmental and bank 
1ending;i.t would not have been possible to recommend approval of a 
member's request for the use of Fund resources because of the existence 
of an othe,rwise unfinanced balance of payments gap. 

As already mentioned above, adding to the banks' assessment of the 
risk of cross-border lending in general has been the percep,tion of 
regional risk. Both in Eastern Europe and later in Latin America, 
certain countries found their access to capital markets restricted, 
partly because the debt problems in neighboring countries had changed 
bankers' assessment of their creditworthiness. In some such cases, 
the Fund, at .the request of the debtor authorities, has been a conduit 
of information between the countries and their creditors, in aneffort 

'to help ensure that market sentiments be guided by more comprehensive 
and reliable economic information. 

Finally, it can he noted that the restructuring terms applied to 
official and bank debt have become increasingly harmonized in recent 
years, even though official creditors in general have not always drawn 
a sharp distinction between rescheduling arrears on payments of 
principal and on interest. In some instances, where the debt to 
governmental creditors was relatively large, the debtor country made 
simultaneous approaches to official and commercial lenders. 

IV. Official Multilateral Debt Renegotiations 

1. Institutional arrangements 

The history of official multilateral debt renegotiations dates 
back to 1956 when a number of European countries met in Paris to 
reschedule .Argentina's foreign debt. Between 1975 and eariy October 
1983 (the period reviewed in this section), there were 37 official 
multilateral debt reschedulings involving 19 debtor countries that are 
members of the Fund (Table 7). These countries were all non-oil 
developing countries, including 11 classified as low income., While 
basically all geographic areas were represented in the group, by far 
the largest group consisted of African countries. The amount of debt 
relief provided amounted to less than US$500 million in all cases, s 
except for Mexico, Romania, Sudan, Turkey and Zaire. 

A notable recent development has been a sharp increase in the 
frequency of multilateral reschedulings. ,Seven agreements were signed 
in 1981, six in 1982, and nine during the first nine months of 1983. 
This compares with between one to four agreements each year during 
1975 through 1980. However, of the total of 22 reschedulings between 
1981 and September 1983, only 10 involved countries which had not 
sought debt relief on a previous occasion. The Paris Club creditors 
havti agreed to'consider rescheduling requests by Morocco and Malawi in 
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Table 7. Official Multilateral Debt Renegotiations Involving Fund Members. 1975-1983: Summary l/2/ -- 

. . 
\_ 

: , 

Dare of 
Alnount 'Type Of 

Number of 
Debtor ’ Agreement 

‘Rescheduled Debt 
Consoli- erOQOrtiOfl Of 
datloa due Payments Terms 51 

Participating (In millions of Consoli- Period Rescheduled 41 Grace Maturity 
country Mo. /Day/h. PON!ll Creditors U.S. dollars) dated A/ (In months) (In percent)-,(Ip yrs.) (In yrs.) 

Chile 516175 Paris Club, : 7 230 

Zaire 6116176 Paris Club 11 270 

Zaire 717177 Paris Club 11 170 
Sierra Leone 9/15/77 Paris Club 6 39 
Zaire 12/1/77 ,Parls Club 10 .40 

Turkey 5120178 
Gabon 6120178 

OECD 
Special task 

force 
Paris Club 

14 i.300 

Peru nl3i78 
5 63 

14 420 

Togo 
Turkey 
Sudan 
Zaire 

6115179 Paris Club 
7125179 OECU 
u/13/79 
12111179 

Paris, Club 
Paris Club 

260 
1,200 

487 
I.040 

Sierra Leone 2/8/80 Paris Club 7 
Turkey 7123iao OECD 17 
Liberia 12/19/80. Parls Club 8 

37 
3.000 

35 

Togo 2/20/81 Paris. Club 11 
Madagascar 413018~ Paris Club 11 
Cen. Afr. Rep. 6/12/81 Paris Club 6 
Zaire 719181 Paris Club 12 
Senegal 10/12/81 Paris Club 13 
Uganda -, 11/~8/81 Paris Club 6 
Liberia 12/16/81 ‘Paris Club a 

232 PI 
140 PIAt ’ 
72 PIA 

500 PI / 
75 PI 
30 PIA 
30 PI 

Sudan 3/18/82 Paris Club 13 
Madagascar 7h3la2 Paris Club 11 
Romania 7/28/82 Paris Club 15 
Malawi 9122182 Paris Club _, 6 
Senegal U/29/82 Paris Club 12 
Uganda 12/1/82 Paris Club 4 

80 PIA 18 
107 PIAt 12 
234 PI 12 

25 PI 12 
74 PI 12 
19 PI 12 

Togo 

Costa Rica 
Sudan 

1111l83 Paris Club 
Z/4/83 Paris Club 
4/12/83 Paris Club 

10 
15 
11 
12 
11 

15 
5 

20 
13 

200 
536 
300 
375 
736 

Zambia 5116183 Paris”Club 
Romania 5118183 Paris Club: , 
Mexico 6/22/83 _ Creditor Group 

tieting 
Cen. Mr. Rep. 7/7/83 ‘: .Paris Club 
Peru 7126183. Paris Club 
Ecuador ” 7/28/83 i Paris Club 

PI .12.. 70 

PA 18 

PA ’ s 12 
PIA 12 
I 6 

PIA; 12 

85 
, 

85 
80 
75 

AQ . . . 

P 24 

PIA 21 
Pus 1.2 
PIA . 21 
PIAtR 18 

PIA 30 
PtItAtR 36 

. . . 
90: .’ 

80 
85.. 

.85 . 

90 _ 

PIA U 
. . . 

L 24 
. 18 

12 
24 

-. 12 
12 

.: 8. 

90 
90 

,90 

, 
85 

‘. .a5 
85 
90 
85 - 
90 
90 

90 
85 
80 
05 
85 
90 

PIA 18 
PtItAtR 12 
PIAR 12 
PIAt 12 
P 12 

85 
100 

90 
90 ‘- 
60 

2.000 ’ PAt. 6 90 
- 13 1 PIA 12 90 

400 PI 12 90 
200. ‘PI 12 85 

2 

1 

3 
1 l/2 
3 

2 

. . . 
3 

.3 
3 
3 
3 LIZ 

4 
4 l/2 
3 114 

4 
J 314 
4 
4 
4 
4 
4 l/4 

* 

4 112 
4 314 
3 
3 l/2 
4 
4 l/4 

3 314 
5 112 
5 
5 
3 

3 
5 
3 
3 

‘, 

a 

7 112 

a 112 
a 112 
9 

6 LIZ 

. . . 
7 112 

8 l/2 
7 Lj2 
7 l/2 
9 

9 l/2 
9 
7 314 

a l/2 
a l/4 
a 112 
9 l/2 
a l/2 
a 112 
a l/2 

9 112 
9 114 ‘-yj 

6 
a 
a l/2 
9 

a 114 
15 
9 l/2 
9 112 
6 

5 l/2 
9 1/z 
7 l/2 
7 112 

Source: ‘Agreed Minutes of ‘debt rescheduling.’ 
, ’ : , 

L/ Situation as of October 21, 1983; offidal debt negotiations for Malawi and Horof‘co are scheduled to take’ 
place at the end of October 1983. .’ ,.k . 

2/ Excludes debt renegotiations wtiith were conducted under’the auspices of aid cohsortia (India on three 
occasions during 1975-77 and Pakistan in 1981). Official debt reschedulings which involved non-Fund members during 
this period were (a) Poland in 1981 (90 percent of principal and Interest due duiing an E-month consolidation period 
rescheduled over a period of 7 l/2 years with total relief equivalent to USS2.200 million); and (b) Cuba in 1983 
(95 percent of princ;Qal and interest due during a 12-month consolidation period rescheduled over a period of 
7 years). 

Al Key: P -’ Pri+pal, mediunr aid long-term debt 
et - Principal, debt of all maturities 
I - ., Interest, medium- and long-term debt 

‘It ‘- Interest, debt of all maturities 
1 ‘.: A’ _ Arrears on’ principal and inteiest. mediunr and long-term debt’, ’ .’ .- ,; I 

Ae - Arrears on principal and interest, short-term debt : 
At - Arrears on pr+ncfpal and Interest, debt of all maturities 
Ap :’ Arrears-on principal, medium- and long-term debt 
R - Preyiously rescheduled debt ‘. . 

A/ Excludes cases where payments falling due were not Eormally consolidated but may have been postponed. 
tyuically vlth a maturity of one to two years and little or no grace period. 

>I Grace and maturity periods are defined to begin at the end of the consolfdntion period. 

r) . 
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late October 1983. In addition, Brazil has requested a rescheduling 
of debt service on medium- and long-term debt owed to official creditors 
and due in the period August 1983 to December 1984. The debt relief 
sought would be in support of Brazil's adjustment program and form 
part of a total financing package also involving contributions by 
commercial banks and official export credit agencies. Before initiating 
debt renegotiations with a country that is a member of the Fund, 
official creditors required that the member had adopted an economic 
adjustment program supported by the use of Fund resources subject to 
upper credit tranche conditionality. 

Most of the reschedulings were undertaken within the framework of 
the Paris Club, which meets in Paris under the chairmanship of a senior 
official of the French Treasury. Debt relief was also provided through 
other multilateral fora such as aid consortia, L/ the Organization for 
Economic Cooperation and Development (OECD), and special creditor 
groups. However, irrespective of the auspices, the framework for the 
negotiations has been essentially the same. The practices and proce- 
dures of the Paris Club (and other creditor clubs) have evolved on a 
pragmatic basis within an informal framework. There is no fixed 
membership for creditor countries and there are no written operating 
rules. All rescheduling cases are dealt with on a case-by-case basis 
and, while due regard is accorded to precedent, the approach has 
remained flexible and adaptable. As a consequence, there has been 
some diversity in the scale and terms of the relief granted, largely 
reflecting differences in the severity of the balance of payments 
difficulties facing the debtor countries. 

Multilateral official debt renegotiations are only convened at 
the request of the government of a debtor country. The participating 
creditors in the renegotiations have typically been members of the 
OECD which have had large claims on the debtor (Chart 1). It should 
be noted, however, that the Paris Club has encouraged and welcomed the 
participation of all official creditors with claims on the country 
seeking debt relief. The number of participating creditor countries 
generally ranged between 10 and 15, although it has been as small as 
4 and as large as 20. In addition to the debtor and participating 
creditors, the rescheduling meetings are also attended by observers 
from a number of international institutions, including the Fund, World 
Bank, UNCTAD, OECD, and the Commission of European Communities. At a 
Paris Club meeting, the debtor country makes a presentation in support 
of its request for debt relief. The representatives from the inter- 
national institutions are normally invited to make a statement. At the 
meeting, the creditors and the debtor reach an understanding between 
themselves on the general terms of the rescheduling which are described 

1/ Typically, debt renegotations conducted under the auspices of aid 
consortia only determined the proportion of due payments subject to re- 
scheduling (for example, 45 percent in the case of India in 1975 and 
1976 and 90 percent in the case of Pakistan in 1981); other terms of 
the rescheduling were left to be determined on a bilateral basis. 
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in the Agreed Minutes. These terms form the basis for the bilateral 
rescheduling agreements between the debtor and each.creditor,country.: 
The exercise is completed when the,bilateral agreements have been 
concluded. 

I 
,' ,- . (. . -. _, , .:. 

.. 
The. Paris Club.approach has reflected the creditbrs': view .that- 1, 

debt relief'should not‘be provided as a vehicle forconcessional 
development #finance but should be designed to assist the debtor..bridge 
temporary.foreign exchange. difficulties. This approach has been;re- 
fleeted in the terms of the restructuring.agreements negotiated within 
the Paris Club framework. Some countries, which experienced acute 
debt difficulties and had Fund-supported adjustment programs in place, 
have successfully sought concessional assistance from other quarters. 

:In these cases, Paris Club reschedulings were also accompanied by a 
meeting of donor countries conducted under the auspicesof the World 
Bank and designed to provide additional aid flows on concessional 
terms. 1/ ? : ,- 

2. ' Framework.of renegotiations , 
' 

Official multilateral debt renegotiations deal with‘fhe 
rescheduling of payments on debt incurred by the public.and private 
sectors of the.debtor country and owed to, or guaranteed by; the. 
government or the.appropriate agencies of,the participating countries'. 
The Agreed Minutes of the debt rescheduling meeting specify the.maturity 
of the debt to be consolidated and,the date by which the debt to be 
consolidated must have been'contracted (Y'cut-off date!')., They also 
stipulate the terms of the consolidation, i.e., the period in which 
payments.to be rescheduled must fall due ("consolidation-period"), 
whether interest as well as.principal is to be.consolidated, the amounts 
to be rescheduled as a proportion of.total repayments, and the repayment 
schedule for the consolidated debt. The rescheduling.agreement generally 
excludes creditors whose eligible.claims for rescheduling are less 
than a specified amount <**de minimis threshold"). Payments in arrears 
are consolidated., if creditors believe this to be appropriate. 

As regards provisions for' future reschedulings, the agreement. I,, 
sometimes.provided for an.extension of,the consolidation period, 
subject to the fulfillment by the debtor country of specified conditions 
("conditional further rescheduling"). However, 
express the creditors' 

the Mi,nutes may only;' 
willingness to consider a future meeting to 

reschedule payments falling due beyond the consolidation.period,: . 
provided.that certain conditions are met ("goodwill clause"). - 

> , 
., . I 

(-3 

. .r 

L/ On four occasions during 1975-1983 (India 1975-77, and Pakistan. 
1981) debt relief was provided ,by aid consortia as a means-of,providing 
concessional as,sistance to help.meet the targets of economic.dcvelopment 
plans. . _' ' _. 
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OFFICIAL MULTILATERAL DEBT RENEGOTIATIONS, 1975-83: 
PARTICIPATING CREDITOR COUNTRIES 

Frequency of participation 

Source: Agreed Minutes of debt renegotiations. 
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It has been a long-standing principle of the Paris Club that the 
participation of a particular creditor'.in the rescheduling exercise 
does not imply any judgment by the Paris Club on the validity of. 
individual claims of the creditor, including those which may be in 
legal dispute. The validity of any claim which is disputed by the 
debtor country is a matter to be resolved bilaterally. 

The Agreed Minutes generally contain two other important 
provisions. First, in order to ensure that the debts to nonpartici- 
pating creditors are not repaid on more favorable terms, the debtor 
government expresses its general intention to seek rescheduling with 
other creditors, including banks and suppliers, on comparable terms. 
Also, the participating creditors require that the debtor country 
(i) not agree to any renegotiation that.would result in more favorable 
treatment being accorded to nonparticipating creditors ("most favored 
creditor clause"); and (ii) seek renegotiation of debt on terms compa- 
rable to those outlined in the Agreed Minutes ("initiative clause"). 
Second, the Agreed Minutes stipulate that the debt relief may take the 
form of either rescheduling (i.e., a stretching out of the original 
repayment schedule) or refinancing (i.e., the provision of new funds 
in an amount equal to the value of consolidated payments). However, 
the economic implications for the debtor of'these two forms df debt 
relief are identical. 

While the Agreed Minutes specify the terms of the'debt rescheduling, 
the legal basis of the rescheduling is not established until the bi- 
lateral agreements between the debtor and each creditor country are 
concluded. The interest rate on rescheduled debt service payments 
(the moratorium rate) is also set on a bilateral basis, although the 
Agreed Minutes usually make,a reference to the market rate and sometimes 
stipulate that each creditor country make the maximum effort to keep 
the rate of interest as'low as market conditions and legal considerations 
permit. There have often been considerable delays in concluding bi- 
lateral agreements and, recently, the Minutes have specified a date 
(usually during the consolidation period) by which the agreement has 
to be signed. 

3. Terms of rescheduling 

a. Coverage of debt consolidated 

During the period under review, the.official multilateral negotia- 
tions rescheduled payments relating to (a) commercial credi.ts guaranteed 
or insured by the government or the official agencies of the part'icipat- 
ing creditor countries; and (b) loans extended directly by governmental 
entities. In general, the reschedulings covered liabilities incurred 
by both public and private debtors. However, in several cases,,only 
debt owed by or guaranteed by the government or official entities of 
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the debtor. country was included in the consolidation, l/.while.in 
another the rescheduling applied only to private sector debt that was 
not covered by a debtor government guarantee. In rescheduling.private 
debt not guaranteed by the debtor country government, creditors maintain 
all conditions contained in the original lo,an contract. Thus, if private 
borrowers did not have local currency to service the debt on the original 
due date as a consequence of commercial liquidity or solvency problems, 
the debtor government would not take.over the responsibility to repay 
the debt. At the.time the bilate,ral agreements are negotiated, the. . 
debtor and creditor governments determine whether the private ,borrowers 
are capable of repaying their debts in local currency. If a favorable 
determination is made and the debt is included. in the rescheduling, the 
debtor government would normally be responsible to make the repayments 
according to the schedule stipulated in the Agreed Minutes. Private 
debt determined to be in commercial.default at the time of the conclu- 
sion of the bilateral agreement is not subject to rescheduling. 

.’ 
The.renegotiation agreements typically covered both principal.' 

'and interest payments falling due on eligible debt including, where-,' 
applicable, those in arrears. However, a limited number of agreements 
excluded &rre,nt interest payments falling due during the consolidation 
period, while in ones case only principal payments in arrears were ,-. 
rescheduled. 7. 

The debts covered by the,rescheduling agreement included all 
eligible debt with an original maturity of more than one year, &though 
in.one‘case the rescheduling was limited to debt with an original 
maturity'of l-40 years. An important general principle governing ; 
official multilateral negotiations has been the exclusion of short-term 
debt with an original maturity of one year'or less‘in order to avoid,. 
impeding the flow of trade financing, particularly that guaranteed 
by official export credit insurance agencies. There have, however, 
been several exceptions to this principle during the review period. 
Arrears on principal as well as interest payments on short-term debt 
were consolidated on seven occasions '(involving four countries), 1 
while in a further two cases the resdheduling covered maturities on . 
short-term debt falling due during the consolidation period. 

c, 

r: 

,. 

Official creditors have also been extreme'ly reticent in rescheduling 
previously consoiidated debt. The four.occasions when this principle 
was not strictly followed involved countries facing particularly severe 

.debt servicing difficulties. In one case the amount involved was small 
and the period of deferral short. In the second' case, the rescheduling, 
which was.conducted outside the framework of the Paris Club, applied to 
90 percent of unpaid principal and interest ,on previous consolidations; 

3 

11 These cases related to countries participating in joint central, 
ba<k arrangements; their debt servicing difficulties, rather than 
reflecting a general shortage of foreign exchange, were due to difficul- 
ties encountered by the public sector in obtaining local currency., 

n 
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in the third case, 80 percent of maturing principal payments on 
previously rescheduled debt was restructured, but not interest. In 
the fourth, highly exceptional case, all due principal and interest 
payments on previously consolidated debt were restructured over a longer 
than normal repayment period, but on overall terms explicitly designed 
to avoid the provision of assistance on concessional terms as defined 
by the Development Assistance Committee (DAC) of the OECD. L/ 

Creditors with claims eligible for rescheduling that are less than 
a specified amount are excluded from the rescheduling agreement under 
the de'minimis clause. During 1975-80, the de minimis amount was set 
at around SDR 1 million, but since then two thirds of the agreements 
have provided for limits of SDR 500,000 or less. The debtor is 
required to pay all claims covered by this clause on the due dates. 

b. 'Cut-off date 

The cut-off date (i.e., the date by which debt to be consolidated 
must have been contracted) is a factor determining the extent of the 
debt relief provided. The closer this date is to the beginning of the 
consolidation period, the greater will be the amount of debt that is 
eligible for consolidation. In virtually all cases during 1975-80, the 
cut-off date was between 5 and 18 months before the date of agreement, 
and between 0 and 12 months before the beginning of the consolidation 
period. However, between 1981 and September 1983, the cut-off date 
was set within a range of 3 to 9 months before the date of agreement 
for almost all cases 21 and, in the majority of cases, the date was fixed 
so as to include allioans contracted up until the beginning of the 
consolidation. As a principle, the cut-off date remains unchanged in 
the case of successive reschedulings. 

c. Consolidation period and goodwill clause 

The length of the consolidation period is an additional factor 
determining the scale of debt relief. In about half of the rescheduling 
agreements reached during the period under review, the length of the 
consolidation period was 12 months. Rowever, a rescheduling of payments 
falling due over a period in excess of 18 months was not uncommon, 

11 The degree of concessionality of a particular loan varies 
positively with its maturity and grace period and negatively with its 
interest rate. Formally, the "concessional value" of a loan is defined 
as its face value minus the stream of debt, service payments, discounted 
at a rate to reflect the opportunity cost of capital. A loan is 
defined as concessional by the DAC when its "grant element" (the 
concessional value of the loan divided by its face value) is at least 
25 percent, as computed using a discount rate of 10 per cent. 

2/ Those instances where'the cut-off date was greater than 9 months 
before the date of agreement related to countries which had undertaken 
previous reschedulings. 
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particularly for several countries that. faced' espe'cially acute'debt-: YL 
servicing difficulties. ‘The official rescheduling that involved:~thee.~fI 
longest consolidation-period (36 months) was held outside the,'framework 
of the Paris Club; All but one. of the cases where&the consolidati&:-': 
period was:longer than 18 months involved conditional further reschedul- 
ing., This provision allows for 'an extension of-the consolidation,period 
if certain conditions are met. These conditions generally::include.'the' 
adoption of a Fund-supported program or continued eligibility to draw 
under a Fund pr,ogram. s ..' .1,.'. 

. :. -* ,' 
Traditionally; the, creditor groups'have,responded to. a request 

from the debtor country for a consolidation. of maturities over a period 
in excess of 12-18 months by agreeing in principle to tiotisider the ;;I.. 
restructuring of debt service. payments falling-due.in a specified::.. '. 
time after the consolidation period (goodwill clause). While a goodwill 
clause was rarely included in the Agreed Minutes during 1975~.80,-it 
was a feature of all subsequent reschedulings, except in those instances 
where the debtor had obtained debt' relief .on.at least one, occasion in 
the preceding one- to two-year period. Implementation of, the goodwill 
clause .has been subject to fulfillment by+ the debtor country of the': 
conditions that it has (a) obtained debt relief fromnonparticipating * 
creditors on comparable terms; and .(b) agreed with the< Fund ori a new 1') 
financial arrangement subject' to upper credit'tranche conditionality; + 
It may be noted, however,*that the creditors, on oc&asion,!have :agreed 
to further debtrelief; irrespective of whethera goodwill clause,'. -.. 
existed in a previous agreement when the debtor country .was experiencing 
intense balance of payments 'pressures and had a Fund-supported adjust-' 
ment program in place. ‘Overall, during the-review period, 19 countries 
undertook.debt renegotiations on successive occasions :and-the cumulative 
consolidation period for these countries ranged from 24 months to as'::: 
long as 60 months. 

d. Structure of the repayment'schedule 
T .-,.; ‘. 

:. .‘_‘,_. : 

The restructuring (or stretching out) of anoriginal-ischedule of.-:, 
debt repaymentslis typically broken down into three parts:: :(a>:*an.- ,!: 

kamount which is to be repaid during the consolidationperiod'(,the':: .: 
downpayment); (b) an .unconsolidated, but postponed, portion which:: - 
usually carries a maturity of around 1 to 2 years and a short grace 
period;. and (c) a formally rescheduled portion, the maturity--of which ,, 
is generally,between 5 and 10 years, with a grace period of 3 to'4‘-'I. 
years; the repayment period depends -in part .on whether it relates.to./ - 
the restructuring of. current.payments or arrears. The amount of debt 
which is effectively rescheduled,therefore.corresponds ,td,the;t&all *_*_ 
amount due.,less the downpayment. :, .I. ,*_, :" . _ < 

- : -'. : I' .. -, i ',1 ._: 1,"' - 
.In most of~the cases reviewed, .the'repayment terms, for'resaheduled 

arrears were considerably more stringent than for rescheduled-zurrent.: 
payments. F.or example, the average downpayment associated with the! * 
consolidation of arrears was 10 percent between 1975 and early October. 

t ( , ._' 1 : :c,., r ' 
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1983, compared with only 6 percent in the case of current payments. 
In three instances, the downpayment on rescheduled arrears represented 
over one third of the total amount due. 

On average, therefore, the proportion of debt effectively 
rescheduled was higher for current payments than for arrears. Chart 2 
shows that the proportion of cases which involved a rescheduling of 
95 percent.to 99 percent or more of the total amount due was noticeably 
greater for current payments. A more obvious difference in the repay- 
ment terms between the two types of debt is evident in.Chart 3, which 
shows the average repayment schedule for current payments and arrears 
in the years following the consolidations. A/ On average, half of the 
arrears covered by the restructurings were.to be repaid within four 
years, whereas the repayment of rescheduled current payments was longer, 
with half of the total repayment not due until six years after the 
consolidation. It is also worthwhile noting that, since 1981, a 
backloaded repayment scheme .(i.e., where the bulk of the repayments 
fall due during the second half of the repayment period) has'been used 
in an increasingly large number of cases. 

As is clear from Chart 3, however, the scale of debt relief as 
measured 'by the proportion of payments rescheduled, was by no means 
uniform across countries. Generally speaking, those instances where 
100 percent of payments was rescheduled involved countries that would 
have found it very difficult to make any downpayment during the consoli- 
dation period on account of the acuteness of their balance of payments 
problems. Similarly, there were significant differences between 
countries as regards the maturity of the consolidated debt. Again, 
those debtors whose foreign exchange position was considered particularly 
grave, generally obtained a rescheduling of current payments normally 
over a period of up to nine to ten years, while, in cases where the 
balance of payments problems were regarded as less pressing, debt was 
consolidated over a period of seven years or less. The repayment terms 
for rescheduled arrears were even more varied. .Around one third of 
such reschedulings carried a maturity of five years or less, while, in 
two fifths of the cases, repayments were stretched out over a period 
of eight years or more. 

e. Nondiscrimination clauses 

In order to ensure that debt owed to nonparticipating creditors 
is not repaid on terms more favorable than those for the participating 
creditors, the Agreed Minutes incorporated two provisions to avoid 
discriminatory treatment of different groups of creditors. These 
provisions, the "most favored creditor clause" and the "initiative 
clause" (see page 29 above), were included in all agreements during 
the review period with the exception of three restructurings which 
took place outside the framework of the Paris Club. 

L/ It ,should be noted that Chart 3 excludes one exceptional agree- 
ment involving the rescheduling of previously consolidated debt. 
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Since ,1979;most multilateral.commercial bank debt renegotiations 
have been.initiated and/or doncluded at around the time of.the official 
rescheduling. ,Those instances where there has not been a parallel 
commercial bank rescheduling have generally involved countries whose 
indebtedness ,to banks is comparatively small. In a few instances, the 
nondiscriminatory clauses were also made applicable to a rescheduling 
of private'nonguaranteed.debt owed ,to suppliers and which would not be 
covered by a commerCia1 bank,rescheduling. On a number of occasions, 
greater emphasis was placed on the need for equitable treatment by 
explicitly specifying a date in-the Agreed Minutes by which rescheduling 
agreements with nonoff.icial creditors had to be concluded. 

I . . 
4. Linkage with economic Jadjustment programs .* I 
_' ..:. I . 

External debt problems are.general1y.symptomati.c of underlying 
balance-of payments difficulties arising, in part, from the adoption of 
inappropriate economic and financial policies on the part of the debtor 
country. C+Where Fund resources are made avaflable-to a country facing 
balance of payments problems, policies to constrain debt service 
payments within appropriate bounds constitute an integral element in 
the overall framework of .economic policies designed to restore external 
viability. For example, Fund-supported adjustment programs include 
undertakings by the,-member to strengthen its external debt management 
policies; including ceilings.directly limiting the growth in the 
members' external indebtedness. 

, . I . 

The-importance of a Fund-supported program as a complement to the. 
provision of debt relief has been recognised by the various official 

'. creditor groups and this is .reflected in the structure of rescheduling 
agreements. 'As .a precondition for the. consideration by official 
creditors of a,.request for debt relief by a Fund member country, the 
debtor country is required to have reached agreement with the Fund 
involving the use of Fund resources in the upper credit tranches. 
There have:been no exceptions to this practice since 1977. Also, 
implementation of the goodwill clause has been made conditional on the 
debtor,country having an upper credit tranche program agreed with the 
Fund at the time a further rescheduling is to be considered. L/ 

L/ On the occasions when the restructuring agreement covered debts 
incurred #by non-l?und members, the. countries concerned.were asked to 
submit to the creditors a description of the economic policies that 
would be implemented in the effort to, redress their balance of payments 
problems. A special.task force consisting of the representatives of the 
participating creditors was established to monitor the'progress .under 
the adjustment plans. 'One of the agreements relating to a .non-Fund 
member. also contained a goodwill clause, activationof which was subj‘ect 
to (a) satisfactory implementation of the economic.program and achieve- 
ment of its targets; and (b) adoption during the period covered by the 
goodwill clause.of aneconomic program containing a set-of targets 
agreed upon with-the,.participating creditors. 
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CHART 2 ’ 

OFFICIAL MULTILATERAL DEBT RENEGOTIATION’ 1978-83: 
PROPORTlOti OF PAYMENTS RESCHEDULED 

In percent of rescheduling cases In percent of rescheduling cases 
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a 5. Balance of payments measures of the scale of debt relief 

In the reschedulings concluded during the period. under review, 
the amount of official debt relief,provided varied widely from : 
USS13 million in the case of the Central African Republic (1983) to 
US$3 billion for Turkey (l980). The importance of debt relief. can 
be measured in a number of ways, for example, in relation to export 
earnings, the current account deficit, external debt service payments, 
and the stock of outstanding debt. 

For most of the debt reschedulings, the amount of relief extended 
was quite substantial relative to both export earnings and the current 
account deficit (Chart 4).. In about 40 percent of the cases surveyed, 
debt relief represented more than 20 percent of exports of goods and 
services in the year of the rescheduling, and, for'one country, the 
amount of debt relief provided was greater than the value of its export 
earnings. The impact of debt relief was even more pronounced relative 
to the size of the current account deficit. Debt relief amounted to 
more than 50 percent of the current account deficit in over one third 
of all cases, and exceeded it in one fifth. 

In agreements concluded in 1982, the scale.of debt relief relative 
to both export earnings and the current account deficit fell signifi- 
cantly. This was largely attributable to the fact that four of the 
six debtor countries involved in restructuring agreements had had debt 
rescheduled on previous occasions, and such debt was not eligible for 
further rescheduling. However, in January-early October 1983, two 
agreements involved the consolidation of previously rescheduled debt, 
thus increasing the amount of effective debt relief. 

A particularly important measure of the scale of official debt 
relief is the ratio of the amount rescheduled to total'debt service 
payments (after debt relief) due to official, multilateral, and private 
creditors in the year of the rescheduling. This ratio was generally 
less than 30 percent in those cases where only current maturities were 
rescheduled. On the other hand, the extent of debt relief was quite 
substantial when the rescheduling covered arrears as well as current 
maturities; debt relief was equivalent to 100-200 percent of actual 
debt service payments in about one fifth of the cases surveyed and 
more than 200 percent in a further quarter. However, relative to the 
outstanding stock of total external debt the scale of ,official debt 
relief was in general rather limited since, for a number of countries, 
indebtedness to official creditors represented a relatively low propor- 
tion of their total foreign debt, and the consolidation periods were 
normally limited to 12-18 months. In around 60 percent of the resche- 
dulings during 1975 to early October 1983, debt relief was equivalent 
to less than 10 percent of total debt outstanding. In all.but two of 
the 15 cases involved where this ratio exceeded 10 percent, the 
rescheduling agreementscovered arrears as well as current payments. L 

a * 
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The rescheduling'of payments'falling due during any.:given Period' 
provides real savings in foreign exchange if the debtor country 
otherwise would have fulfilled its maturing commitments, Quite often, 
however, because of acute foreign'exchange difficulties'ethese payments' 
might not have been made and .external arrears would have been 'accumulated. 
In this sense, the regularization of debt service Payments reduces.for 
the debtor country the unfavorable impact on its international credit 
standing that arises'from inability to service obligations.,on .a timely 
basis. Debt relief, therefore, can provide important. balance' of-payments 
assistance by facilitating a continuation of capital inflows at'a 
critical phase in the debtor country's economic' adjustment process. 

. .a -. '2 , . ..' r. 
. :. : .., , . *, 

V. Multilateral Bank Debt Restructuring' . - 
. ? '3 ', 

1. Introduction -.. i :.. . . . . _ L ,i I. : 
-/ ' '. 'I _ " -. 

As noted in Section II above, the balance of.payments position of. 
many developing countries.has become increasingly. difficult in.recent 
years for a number of reasons, and debt servicing difficulties have .' 
become widespread. As a result, there has been a sharp increase since 
1980 in the number‘of.countries which have approached 'commercial banks, 
either for formal debt restructuring in the form of refinancing.or. I.. 
rescheduling, or for other forms of relief arrangements such as.rollovers 
and informal extensions of maturing loans. This trend,intensified in. 
late 1982 and the first .partof 1983, when in.rapid.succession some of 
the largest developing country borrowers in the international capital 
markets, including two major oil exporting countr$es, s.tarted negotia- 
tions with their creditor banks. As a result, -the amount of member 
countries' commercial bank debt that was restructured has risen dramati- 
cally from an annual average of about USS1.5. billion during the period 
1978 to 198I to about US$5 billion in 1982 and nearly USS60: billion& 
by early October,- in 1983 (Table 81.. _. I 

, . . - ‘I ., '; 
. This section'reviews the experience of the 28 member, countries--. 

26 non-oil developing countries and 2 oil exporting, countries--which 
have sought a restructuring of their bank debt,, from the 'beginning of;: 
1978 to early October 1983. As of December 1982, claims, of ,banks--in ; 
the BIS reporting.area. on the non-oil developing countrkes examined in 
this study were equivalent to 61 percent of total external.claims on 
all non-oil developing countries and 57 percent.of total external : 
claims on all developing countries; The experience with bank debt : 
restructuring, whether completed or still continuing, is .examined.with 
a view to establishing a, reasonably comprehensive factual record .of : 
the developments through early October 1983. .Because several countries 
have negotiated a bank debt restructuring more than once;the number 
of case studies is significantly larger than the number$.of.countries:- 
(Table 9>.' As of early October 1983, 43 negotiations had already.' . ..I 
been.completed by 24 Fund member countries. Thirt'eeneof .these agree:' 
ments were concluded since the end of June 1983 alone, resulting for 
the first time in recent years in a very significant reduction in the 
number of bank debt renegotiations in process. 
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a 
CHART 4 

OFFICIAL MULTILATERAL DEBT RENEGOTIATIONS, 1975-83: 
MEASURES OF THE SCALE OF DEBT RELIEF 

In percent of rescheduling cases 
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Source: Agreed Minutes of debt rescheduling. 
‘Countries reporting current account surpluses. 
2After incorporating the effects of rescheduling. 
3At end of calendar year preceding consolidetion period. 
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.*- 
0 Table 8. Incidence of Bank Debt Restructurings, 

1978-October 1983 L/ 

-Jan.-Early 
October 

1978 1979 .1980 1981 1982 1983 

Number of country 
cases 2 &I 221' 5 '6 6 20 

Estimated amount, of 
debt restructured 
(millions of U.S. dollars) 449 '2,847 1,243 :1,656 4,867 A/ 59,288 21 

Source: Annex Table 2. 
;. 

11 Signed or agreed in principle; excluding two non-Fund members. 
21 Peru rescheduled twice in the year. 
/ Turkey rescheduled twice in the year. 
4/ Excluding the two Polish reschedulings (April and November) with a 

0 

cozbined total of USS4.6 billion. 
z/. Excluding the Polish rescheduling for an amount of USS1.4 billion. 



Table 9. Chronology of Bank Debt Restructuring Cases, 1978-October 1983 L/ 

:. '. F, , . .-, : , 
. . ; 

Completed 

. . . (Classified by month of agreement) 21 _ _ _- -.. I 

1978 1979 .I Peru - June (rollover and refinancing) Jamaica - April (refinancing) 
I Jamaica - September (refinancing) Turkey - June (rescheduling) 3/ 

Peru - December (rollover and rescheduling) , Turkey - ,August (rescheduling7 z/ , . L 

1980 1981 .I -_ 
Peru - January (refinancing)' - Bolivia - April (rescheduling 
Togo - March (rescheduling) Jamaica - June (refinancing) 21 
Zaire - April (refinancing) Madagascar - July - Nov. (rescheduling)! . - 
Bolivia - August (temporary deferment)' Turkey - August (rescheduling) 
Nicaragua - December (rescheduling) Nicaragua - September (rescheduling) 

Sudan - December (rescheduling) 
I,.. 

1982 1983 
. I., 

,' ' 
Nicaragua.- March (rescheduling) Argentina - January (refikancfng) 3/4/ 

< . Turkey -March (rescheduling) 'Brazil - Pebruary.(refinancing) 31-T - 
Guyana - June (temporary deferment) - Bolivia - March (deferment) 

-Senegal - 'June -(rescheduling) A/ .. Malawi - Harch (rescheduling) -- . 
Liberia - December (rescheduling) Sudan - April (modification of 1981 
Romania - December (rescheduling) agreement) ,; t 

i.. 

,,.. ;, .i(, ’ (\ 

. ..’ 

e.9. : . 
. ‘. 

Jamaica - June (rescheduling) 3/ 4/ 
Romania - June (rescheduling) - - 

: Chile - July (refinancing) / 
Guyana - 
Nigeria - 

July (temporary deferment) 
July-(rescheduling) 31 

Peru - July (rescheduling) 31 "' .' 
', Uruguay.- July (rescheduling) 3/ 

Meexico - August (rescheduling)-?/ 
Costa Rica - September (rescheduling) i/ 
Dominican Republi'c - September (refinancing) A/ 8 
Madagascar - September (refinandng) z/ r; 
Nigeria - September (rescheduling) 
Yugoslavia - September (refinancing) z/ .A $3 

Ecuador - October (rescheduling) 2/ .!. H 

Togo - October (rescheduling) a.0 .; 

Under Negotiation 

(Classified by year of original approach to banke) 

1982 1983 
Honduras (refinancing) z/ Gil (rescheduling) 3/ 

Chile (rescheduling) 
Liberia (rescheduling) 
Morocco (rescheduling) 
Nicaragua (rescheduling) A/ 
Venezuela (refinancing) 

.' Zambia (refinancing) 

,-,I- 

Source: Annex Table 1. 

L/ Fund members only. Bank debt restructuring is defined here to cover either the 
rescheduling or the refinancing, or both, of debt service payments in arrears (generally, 
principal repayments) and/or of future service payments on the short- and medium-term debt.. 
Rescheduling fs a formal deferment of debt service payments over a period exceeding one 
year with new maturities applying to the deferred amounta. Refinancing is either a straight 
rollover of maturing debt obligations or involves the conversion of existing and/or future 
debt service paymenta into a new medium-term loan. 

2/ Agreement either signed or reached in principle as of early October 1983. In addition, 
Poland- a non-Fund member country -completed reschedulings on 1981 maturities in April 1982, 
on 1982 maturities in November 1982, and on 1983 maturities in August 1983. horeover. 
Cuba--also a nonmember country --has been engaged in rescheduling negotiations since 1982. 

3/ The restructuring agreement includes new financing. 
A/ Agreed in prindple but not finally signed. 
Ii Tentative agreement. 

0 

T‘i / 
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2. Institutional arrangements and framework 

In contrast to the arrangements for official rescheduling, no 
formal framework existed for conducting commercial bank debt 
negotiations when the serious problems of major borrowing countries 
became manifest during the course of 1982. As noted above, instances 
of bank debt restructuring in previous years were sporadic and involved 
smaller amounts, and thus posed less serious difficulties for bank 
management or potential strains on the international financial system. 
The problems which emerged in 1982 required effective procedures to 
achieve agreements involving significantly greater amounts and a far 
greater number of banks than in the past. Moreover, creditor banks 
and officials in the borrowing countries needed to find a framework to 
facilitate the maintenance of short-term bank exposure both during and 
after the debt restructuring exercise, and to reach agreement on very 
sizable commitments of new money. Both of these objectives were 
crucial to the success of orderly adjustment in the debtor countries, 
but they raised difficult issues of "burden-sharing" among the creditors 
concerned, including nonbank private creditors and official creditors. 

During the course of restructurings in the second half of 1982 and 
so far in 1983, the recurrent need to resolve the problems of short- 
term debt and new financing, with several hundred creditor banks 
involved in some cases, resulted in some further convergence in the 
framework and approach adopted. While there remained important 
variations in modalities, the major restructuring operations included 
a number of common features. A coordinating or steering. committee of 
bankers was established to act as an advisory and liaison group with 
all bank creditors, to discuss the coverage and terms of the restruc- 
turing and, as required, the maintenance of short-term bank exposure 
and the provision of new financing. Generally there was close linkage 
between the debtor country's negotiation of rescheduling or refinancing 
with the advisory committee and its discussion of a Fund-supported 
adjustment program. In this context the Fund, at the request of the 
interested parties, has participated in meetings with the bank 
coordinating committees in several of the negotiations and, on 
occasion, has sought assurances that the additional financing crucial 
for an orderly adjustment and progress toward a viable balance of 
payments position would be forthcoming. 

Achievement of these objectives has demanded intensive coordination 
among banks, governments, the Fund, and other multilateral agencies on 
the financial requirements associated with the adjustment programs, 
including the provision of new finance as well as liaison by the 
coordinating banks with all creditor banks to secure agreement on 
the restructuring packages. In several cases, the large number of 
creditor banks, and significant differences in their degree of 
involvement in lending to the countries concerned, made it difficult 
to achieve agreement on rolling over short-term debt and commitment 
of new medium-term financing. During these negotiations, bridging 
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finance to debtor countries was prov'ided in var%ous'ways,,'including 0 
loans from commercial banks, interested governments, and the Bank for 
International'Settlements.' + .' , : ; '. ' _ 1' , * 

-. ,'_, . -.I, :.',' , _.' ' 

'Thus, in concluding these major ,negotiations; two elem'ents'in'the 
framework have' proved especially important. The first'is.the role of"' 
the committee of banks--and its regional coordinators--ii'n-'ensuring', '.'.c 
broad financial support for' the package from all banks w'ith“exposure:J-;: 
to the debtor country.' The'second is the contdnuing linkage between.. : 
the commitment of the borrowing country to a viab1e:feConomi.c. program' I.' 
and the assurance by the various official and private creditor groups ': 
of adequate n&W financiqge II . ,. : .' :-.:. ', .I. ;. 't '1 : ,_ 

.,_ .> 9 : * . . ..I -,- .s e ,.:.., .I (: r, ; !- ': ( ,:.:::,rj-. ., .., 

a. Coverage of debt &nsoij&ted '. 'I -. : ': ..*?" :. ", 
, 

L I.. __i_ : _. c,!r-. '. ; _ . ; i : 
,Bank' debt rest'ructuring has evolved-in recent years frbm-'sYmple~‘* 

refinancing of'specific outstanding debt,obligations into' formal; lmulti- 
lateral" ,rescheduling or refinancing arrangements. Increasingly these 
have involved large'future principal'payments on the.nonguaranteed 2/ 
medium-term cdmmercial debt, and the number of individual ln&ks-involved 
has increased significantly. Prior to 1981 ,.'in problem cases ,banks.' 
frequently ref'inanced ou'tbtanding'debt obligations as they‘matured %'...I 
either by simply rolling them over or by,consolidatlng'them'into a.new 
medium-term loan. Banks generally preferred. to avoid .a:forinal debt "'a 
renegotiation (although 'there were exceptions);, to some :extent,-,this*' :: 
view was also shared by debtor'countries. More rece.nt'ly;-however; ;-both 
debtors and creditors have been willing to discuss, ona'mbre.~tlmelyl* 
basis, formal restructuring arrangements, includ‘ing'res‘cheduling 'or‘ '1 
refinancing.of ,principal in arrears and principalapayments falling :.:I 
due. In a-number of the most recent cases, banks, have been discussing 
the restructuring of large amounts of principal'paymetits"fall'ing'due~ ': 
in the future'and, often to support the initiatives underlyXng the 1 " 
country's economic program, the provision of cons%,derable-new,het ': ' 
medium-term financing. .. I r. ..^ , . . : . ' ..‘A(.,' : '- 

' 1 j .~ .I -I .; \ -1. .* , :;:I :.>.' ,'.O. .- ~ 
The bank debt restructuring agreements here .r~~i~~ed.,'coi;~r'i?d:'in ':a 

all cases-- except one A/--principal‘repayments onl'the mediu& or-long' 
term bank debt contracted or guaranteed by the public sector of the 
debtor country. However, these.restructurings exclud~d..~ll."~a;lk-'debt 
gugranteed by a creditor country government'or. expbrt^'insuran'de'.'ag'ency, 
as such debts were restructured--' If at all:-as-part-.of,P Paris Club 'or' 

. . _ . , ) x1 ; .; ! ! "', ',", , .c 
* ,. . . -'*.-'I ; .i 

.j i ..a,. _ 
l/ Detafled country-by-country i:nformation is-'contained ln Annex A 

Tables ,l and.2: . - : ,. ,. . . ? _ I<: “i _. , '.'.': 
2) 'Refers to the'absence 'of'a guarantee by ~~ficial.i~sti~utidns in 

the cre$itor bank's home country. . , ' 1 '. "'.' ', c * ..t : 
31 : In the case of-Nigeria, only trade-related arrears ijer'e' ._ 'i' 

rescheduled. 



other official multilateral agreements. In only a few instances was 
medium- or long-term debt contracted by the private sector in the debtor 
country, and not officially guaranteed by the debtor government, also 
included in the restructuring arrangements. In some such cases where 
debtor country authorities proposed the inclusion of this type of 
private sector debt in the debt restructuring, banks requested that a 
public guarantee be extended. In some instances, private borrowers 
discharged their obligations by effecting debt service payments in 
local currency to the central bank of the debtor country which then 
became the debtor vis-h-vis foreign banks. However, in.most instances 
official entities did not extend guarantees to cover purely commercial 
risks.:Thus, loans to private borrowers which, at the time of the 
agreement, were judged. to be unable to meet the debt service payments 
in local currencies were excluded from the restructuring. 

Short-term debt was covered in about half of'the agreements. 
-As indicated earlier, the maintenance of short-term bank exposure was 
often an important and difficult task, due to the larger number of 
creditor banks, the divergence of interests among them, and the various 
types of short-term debt instruments involved. Often, when short-term 
debt was not formally restructured, it was agreed that it would be 
rolled over on an informal basis, and its level maintained over time. 
This particular approach was taken in a number of cases, both with 
regard to trade-related short-term debt and financial short-term. 
deposits. In some instances, interest spreads were adjusted commen- 
surate with the de facto transformation of short-term into medium-term 
debt. 

An important problem that emerged was the treatment of interbank 
obligations (including private deposits or placements). In one 
important recent case (Mexico), banks initially considered that only 
"true" interbank credits (i.e., money market operations used for 
short-term liquidity management) should be excluded from a restruc- 
turing arrangement. Even though it appears that part of the interbank 
borrowing of foreign branches and subsidiaries of developing country 
banks may have been used to fund lending operations in their home 
country, rather than as an instrument of short-term liquidity management, 
the consensus that eventually emerged was to exclude all interbank 
operations from the debt to be covered in the formal restructuring 
arrangement. However, there was an informal agreement among the banks 
to maintain the prenegotiation level of interbank exposure. In 
another major recent case (Brazil), interbank deposits (placements), 
which were sizable, were specifically covered in the debtor's proposal, 
with a view to restoring the level of such interbank placements as of 
a date some months in the past. However, it proved very difficult to 
ensure that each of the several hundred banks contributed its share 
under these agreements and many questions arose as to the treatment of 
different categories of deposits. In the end, the attempt to restore 
interbank placements fell substantially short of target and new 
solutions were explored. In the financing package for Brazil under 

0 
negotiation in October 1983, it was proposed by the.commercial bank 



advisory comm%ttee.that ,banks:provide some form:of firm,commitment 
'regardfng‘: the maintenance of current levels of exposure'to Brazilian ; ! 
banks' abroad.'.-.' ',:': ., r h s ; . . .: ., '...( nL, .: 

. . I . : -_ : ,_. ',I : 1 : 
The:treatment of: pubiicly issued securities%nd*notes, -including I 

floating.rate notes;.proved to be.,a further difficult issue in .the : 
negotfation of a few recent arrangements. In one case; ,floating. rate 
notes r,and-:other,similar marketable. securities were covered by the. 
agreement.: ‘Inlanother recent case; it was agreed that only bonds-and 
floattngrate notes .held,by financial.institutions .would be covered 
by-.the, arrangement. In a further instance,.the.arrangement covers ., 
publicly issued .bonds and floating rate notes held (for their:own j, 
account)'.by lenders signing' both the .extension and the 'restructuring. 
of maturities due inl1983. . . , , r t 

Most'of.,the recent bank debt restructuring ,agreements 'covered, 
principal-payments. that were falling due within.approximately 12l'months 
from the opening of--negotiation. Given the procedural -delays.ineseveral 
instances;'the -agreements were actually signed well after the.due dates 
of much.of the:'restructured pr5ncipal.payments. '.Since the.beginning of 
1982, there.have' been only two cases tihere no .future: debt, service was. 
covered:. Moreover.,"one of the cases was only a modification of a. 
previous.arrangement. This.was in ,contrast to earlier.years, where it 
was somewhat more frequent‘that debt servicing payments falling due 

.would .not be:covered,-as only overdue 'payments were rescheduled. t, 
.., ._ a., .,- I, .1 ,, .. p, ', 

As a result of regulatory procedures, as well as accounting' L 
;.: 

practices, bankshave been generally unwilling to reschedule either ." 
interest 'in,arrears or interest payments.fallingJ due ,in the:future. 
There have:only beentwo country cases where.interest in arZrears',was ; 
rescheduled. 'In.general;countries that had accumulated interest I ; 
arrears at the time negotfations started were required under the 
terms-'of the agreements to clear the arrears either'on the, consoli-. .' 
dation 'date or shortly,thereafter. Even in the exceptional.cases, '/ ', 
where'atrears on interest payments were rescheduled; part'of .such . A 
arrears had tosbe settled? before signing, and in one ,case.the terms 

: sz 

'%elating to*'therrescheduied amounts.were lessfavorable than those 
'3 

relating- to @rincipal're.payments in arrears\ 
.i .i 

.I \ . . . 1 .( D,. ,f 1 ~ , - , 
b. ".Consolidation periods 

“, : '. ,_ 
: '* :' ,. ,. I ,. "( I _ 

'The consolidation peribd'of a ?estructuring' arrangement refers to. 
the‘ period of time encomp'assing ,the original due dates of all,the debt: 
which 'is.refinahced or*rescheduled in the arrangement. ' Consolidabtion 
period&nay include-those periods ,during which (i) arrears accumulated, L/ 

; I, ;, ' %.' : : ,. , : ..' _. " . . ,I I ; .' ! s : ,; . ..." :, '. . 
1-l. .In-many'.bank, debt restructurings; the! consolidation period for 

accumulated arrears"did not.end at the .time when the agreement was - .- 
reached in 'prtnc!L$le or signed, but‘rather at the; beginning of the. 
consolidation'period for 'future maturities. ,.: -; ':' ', :. I ; 
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or (ii) future debt payments fall due, either or both of which may be 
refinanced or rescheduled in the arrangements. Consolidation.periods 
(covering arrears and principal payments falling due to be restructured) 
varied significantly between bank debt restructuring agreements reached 
in principle or signed since 1978. 

Consolidation periods for principal payments falling due typically 
fell within a one- to two-year period with a period of one year some- 
what more frequent than of two years, while consolidation periods for 
arrears ranged from a few months to more than three years. Consolidation 
periods generally include the year in which an agreement was reached 
in principle'or a formal agreement was signed. In many restructuring 
exercises taking place in 1982 and 1983, consolidation periods for 
principal payments falling due have lengthened noticeably. In one 
case, all scheduled principal payments on short-, medium-, and long-term 
debt, as well as financial payments arrears outstanding, were refinanced. 
In some recent instances, the debtor countries had asked the creditor 
banks to consider overall consolidation periods (including arrears and 
principal p-ayments falling due) of up to four years, but banks were 
generally unwilling to agree to such terms. 

With only four exceptions, the agreements completed since 1978 
cover at least 80 percent of the principal payments falling due during 
the consolidation periods, and in over half of the cases, 100 percent 
of the principal payments falling due. Between 90 percent and 95 percent 
of principal payments falling due was restructured in virtually all the 
other cases. 

C. Maturity'and interest rate on bank debt restructured 

During 1978-81, the maturities applying to restructured principal 
payments falling due i'n the future typically ranged from five to seven 
years. In general, the restructured maturities for principal payments 
in arrears and,for short-term debt were .about the same as those for 
principal payments.falling due on medium- and long-term debt. The 
maturity has increased slightly for those cases dealt with in 1982 and 
1983. Overall, such terms compared favorably with average maturity 
termsin both 1981 and 1982 of new medium- and long-term bank lending 
commitments not related to restructuring arrangements. In few cases 
have maturities of restructuring loans differed substantially from 
these averages, with new maturities of ten years in some instances. 
In the case of Brazil, the debt restructuring proposed for other banks 
by the banks' advisory committee at the end of September 1983 contains 
for medium- and long-term debt maturing-in 1984 new maturities of nine 
years, with five years' grace, and new financing on identical terms. 
This compares with a grace period of 2 l/2 years and a final maturity 
of eight years on rescheduling and new lending contained in the February 
1983 agreement. 
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In most of the agreements reviewed, including arrangements under-. t L. 
negotiation, 'interest'charges are basedson the,three- or six-month.. . 
London interbank, offer rate (LIBOR) for the'U.Si.dollar-oron the _._ , 
interbank rates for'the respective other currencies;, .'However, in:-some.- 
completed agreements and other arrangements undernegotiation; interest 
charges are to be based on'either LIBOR or the U.S. prime rate, at the 
1enders“option. : . ; . .:. I: ,': ,,;-.' :c _- 

. ,-.. _: I '. ff ./ .'> ) ', ., L.'. 
'Spreads applied to the basic interest.rate (i.e.,..LIBOR'or U.S;, ::I 

prime rate) in agreements reached in principle,.or signed Since.-1978;. I, 
typically ranged from ,l, 3/4 percent to, 2 l/4 percent. *,Th.ere!-were-,few.. 
exceptions and in only one.case-did.the spread amount to as.:high-as,l I !. 
2 112.percent. In the case of Brazil,:.the terms proposed;by-ithe:. .,.T- :.. 
banks' advisory committee in September 1983 for the restructuring'of:.;. 

' 1984 maturities and for-new loanslentail-slightly lower spreads than-,;.:, 
those in the agreement signed-in February 1983 for the rescheduling& 
1983 maturities and for new.financing; In. most cases detailed,infor-U,,' 
mation on the (weighted) original spreads of.the loans.that.Twere.: c:' ':; 
restructured is'not available, but it'is known.thatfthese s,pre.ads?c\:,‘ .( 
have differed greatly. ~ : -.. 9 L _. ', .,., ; ,,I.:, I"-.'-\":,,, 

Comprehens%ve information on the'refinancing.or.-rescheduling:fees 
applied between11978 and 1982 .is not available.,, However,, as regards.-. 
mo.re recent restructuring agreements, relatively,inore inf,ormationy:has'- 
been published .mainly by various news agencies'; complete,information ': 
has not beenr-reieased by the banks or the debtor-.country:authorities.:.:: 
While types and amounts of fees appear to have varied on a country-b@ 
country basis, for some of the large restructuring agreements completed 
in 1983 such feesamounted to, 1 percent to 1 l/2 percent-of the amounta 
restructured. Available -information suggests that these-.restructuring 
fees were by and large identical to, or lower than, the.'fees cha.rged ,on 
the new lending,commitments extended to these countries!at;the ti.me,pf;. 
the restructuring (Table 10). .In addition to these restruc,furing fees, 
there .may;have'beenother .costs and charges as well, but 'these cannot:; 
be quantified because of an absence of specific information;..! '.-; F;:::? .'I . - : . .' . ,,, ; . . . , 
4. Linkage with:economic adjustment programs I :: ii I_ ' .*' ‘: : 

and official debt restructuring .I , , '., . . . ^ . . . . _ 1 7 r: 
~ ,; : :.. .' 7 i ' : ;...; '- 1 . . ,. 8.' ;:* .i! ..' 

Except in the most recent cases of bank-debt r.estructuring~.unde,r,~! 
negotiatton.and some recently completed,agr.eements,:;.t.here.is only .-_ 
limited information,cavailable concerning the speciif.icscope.and.,types!, 
of undertakihgs by both the banks and the debtor countries.~. In most be: 
cases; the f:ull.:documentation on restructuring.lo~ans.:has;not been made; 
public. Nonetheless, certain recurring features, are noteworthy. L,~.~. ,; 

. __ '.?. :. _ L' e, . . : .', 1.' i ', .,. ', ;!', ; : ' ' 
In some 'instances bank debt restructuring arrangements.were:made' 

conditional on the existence of an arrangement in the upperctranches.' : 
with the Fund before an agreement in principle could be reached with 

cl 
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i 
0 Table 10. Partial Overview of Restructuring 

and Commitment Fees, 1983 l-/ 

Country 
Proposal or 

Agreement Date 
Restructuring Commitment Fees 

Fees . On New Loans 
(Percent) (Percent) 

Argentina January 1983 1 l/8 1 l/8 

Brazil February 1983 l- 1 l/2 1 l/2 

Chile July 1983 ,11/4 1 314 

Costa Rica 

Ecuador 

September 1983 

October 1983 

1 . 

1, 

Madagascar September 1983 314 

Mexico August 1983 1 1 l/2 

Nigeria 21 July 1983 
: 

Romania June 1983. 
I.2 
Sudan April 1983 

l/2 

1 

-- 

Pugoslavia September 1983 1 l/8 - 1 l/4 1 l/2 

Sources: Agefi; Euromoney; Institutional Investor; and other news 
sources. 

l! Data on restructuring and commitment fees are based on news 
services and must be considered tentative in nature. As regards the 
August 1983 agreement with Poland, a rescheduling fee of 1 percent was 
reported. 

21 Only trade financing was restructured.' 

n 
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banks. In other- instances; 'the sign.ing of: the,agreement .reached in 
principle was made conditional upon there'being an arrangement with 
the Fund before the end of the consolidation period. In one case, the 
agreement explicitly specified that the nonexistence of an arrangement . .--. 
with ?he‘F'und-'by a 'specified--date would be t*reated.*as an -.. .-- 

event of 
default.."*.l/ ,-Many bank- debt:-restructuring..agreements were conditional 
upon complTan-ce with perf:ormance tests under arrangements with the- ',,,..-g 
Fund. On.occasion, the disbursement of a new medium-term syndicaied 
loan was timed to coincide with drawings scheduled under the stand-by -_ . . _ _ - - _ 
arrangement. 

- . _ -.._. - _ .- ._ _ _ _.. _ _ 
' :* .L . * '. \ 5 I : -,a .I a,.“.. .' -. . p -1. __ 

In one instance, the bank debt restructuring was conditional upon 
the debtor country reaching agreements with-its;pfficial creditors on.,. 
a debt restructuring. In a number of other instances, undertakings by 
the debtor country also included assurances regard%ng.,broadly comparable 
treatment between debt restructured by banks and that restructured under 
the auspices of the Paris Club'or through:individual.arrangements ,withI;:a 
other creditors. Also, in all the cases reviewed, the debtor country 
committed itself to be current' on rescheduled:interest in arrears.by a. 
specified date and to remain current on all future interest payments. 

* \ 0 ,'i. -\.. . ',‘ ;. . 
5. New financing in bank debt restructuring arrangements 

r 

\ :. .,: .‘I ‘, 
?, 

Few of the bank debt restructuring agreements completed between 
1978 and end-1982 provided for new bank financing .within the context of. 
the arrangements. However, some of the major restructuring arrangements , 
since concluded or still under. negotiation invol.ve sizable new medium-.‘..,. 
term bank financing closely linked to the restructuring per se, in ,,z,, 
addition to official new financial assistance.a.nd.other forms of new ,:-I. 
financing (e.g., trade-related credits). 
(i.e. ;‘ 

For four major restructurings,;' 
Argentina,.Chil:e, Mexico, and Brazil),, the,tptal of new,bank ' : iv,, 

lending commitments agreed to as a part of the package amounted.to over.:, 
US$13..billion in--the f%r<t- eight-months of. 1983,'accountGig for‘ more- .' 
than half .of new publicized.medium-term commitments by.banks to non-oil -- . . . . 
developing countries In that period.. In the case-of-Ydadslavi‘a,~'e~phasis. 
had been placed on the provision of new lending in lieu of a formal A-'9r' 
"rescheduling..'.' In c-ertai,n other,.cases under,,negot+t+on, p,roposals, 

:gb‘ 

include; possible, new financing.. In some cases;, the com~,fment,‘of ; !,:' &f'-. 
substantial new bank:.financ,ing,+vas identifiedas .,crucial fo,t;he success " 
of an orderly adjustment program, and agreement on the provision.of,, 

<'I _. 

additional bank loans was obtaine,d.be.fore.approv,al of the,Fund,,?r.rang'~~ii": 
short-term bridge financing w,as ment. In a number of instances, , 

provided by various sources (including commercial banks) to cover ':"' 
financing needs while new medium- and long-term lending commitments 
were finalized. Bridge finance was often provided by the Bank for 
International Settlements, including for the first time to non-BIS 
member countries, and such short-term financing in the case of Argentina, 
Brazil, and Mexico alone amounted to about US$3.5 billion. 

1/ That is, the creditors have the right to declare restructured 
lo&s due and repayable on demand. 
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I_ 

6. , Impact of bank debt restructuring . . 

The assessment of the impact.of bank debt restructuring on a 
country's external payments position is a complex matter, in part 
because in many recent instances the restructurings involved more or 
less simultaneously, the rescheduling 'or refinancing of maturing medium- 
and long-term debt, formal or informal rollover of short-term bank 
debt, and the establishment of a-payments schedule for arrears. At 
the same time--particularly in recent large rescheduling exercises-- 
banks often committed very large new medium-term credits, either as 
part of the restructuring effort per s,e or closely linked to it. More- 
over, since a large number of .debt'restructuring exercises were completed 
as recently as early October 1983, the precise amounts rescheduled 
or refinanced and the timing of the disbursement of new loan commitments 
remain to some degree uncertain. Also, as mentioned earlier insufficient 
information is available to adequately assess the fees, and other costs' 
of restructuring which were payable in the year these arrangements 
were completed. 

In many cases, anticipated debt relief from banks was so important 
that it was an essential element in the financing foreseen in the 
adjustment programs supported by the Fund, as were the new medium-term 
credits extended in conjunction with various debt restructuring 
exercises. The total consolidated amounts typically represented betdeen 
15 percent and 30 percent of the disbursed debt owed to banks', although, 
in some cases, it represented more than 60 percent of total bank debt 
outstanding. In one instance, all commercial bank debt, including 
arrears, is to be restructured. When compared to the bank debt falling 
due in the year of the agreement, the consolidated amounts generally 
exceeded 50 percent. Also, except in a few cases, the debt relief has 
been large in relation to GDP, typically ranging from 4 percent to 
8 percent. 

Although available data on bank debt restructuring suggest that 
the relative importance of the debt relief varied considerably from 
country to country, the restructuring of medium- and long-term debt in 
conjunction with the postponement or rollover of short-term debt resulted, 
in mos,t instances, in a very significant reduction of scheduled debt 
service payments to banks for the period covered by the agreement. In 
some instances', the countries' debt service ratio was further reduced 
by the existence of a multilateral official restructuring (e.g., Paris 
Club). For the eight largest bank debt restructuring cases (all in 
19831, the average debt service ratio (including short-term debt) is 
estimated to have declined in 1983 from over 80 percent to less than 
50 percent. Moreover, the new bank lending commitments extended as 
part of, or in conjunction with, the debt restructuring exercise were 
often very high relative to the post-rescheduling debt service payments 
and often critical to the countries' ability to adhere to the revised 
debt servicing schedule. 
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Because the restructuring of medium- and long-term loans and,the ., 
new lending commitments carried, in most.inst&ces, a grace p-eriod of 
two years or more,-, the debt servicing schedule in the &mmediate.post- 
consolidation per$od .was only marginally affectdd'by the.postponement:L,:,.i 
of maturities. On the-other hand.,' short-term bank debt was typically 
rolledl.over or.otherwise,extended,,for relatively shorter periods, thus 
affecting'significantly the .debt servicing.requJrements of the post!. .- 
consol$dation period. In most instances; prospects are'fdr significantly 
increased debt se.rvici,ng obligations after the expirati-o$.bf'the .' 
grace,period, reflecting a "bunching" of amortization payments due on 

.:.I 

consolidation loans. - These, considerations underscore .t,he"importance .,-.' 
of.v$sible, su.stained progress.in.the impleme.ntation ofS::J';und-supported ,: 
adjustment programs. Such progress will be essential toL‘the early -." 
restoration of external confidence and 'the resumption'of.‘financingz 
flows at'.levels.cons'istent with:.balance'of payments and external debt " ) . 
management.prospects. .. J‘ ',. _. . . . . :. 

-, - _..I .I I.. _.\ ,._ .! '. 
c /' _ !.T. 



Table 1. AsLspects of Bank Debt Restructurings. 197g-tktober 19g3 

coverage 
status of 

Restructuriag nedium- and long- term debt 
Publtc 

Completed and Short- mv IHP Arrangement 
(date of Private publicly Public term Future Uedium- COlldi- 
agreement sector guaranteed sector debt Arrears debt Term Bridge Other Nev Official Debt In tional 

country and type) debt debt debt Public Private Principal Interest service Ioan loan Financing Rescheduling place up00 

Argentina January 19g3 
(agreement in 

NO Yes Yes I/ Yes 
(prioci- 

Bolivia 

principle: 
ref iflancing) 

August 1980 No Yea No 
(temporary 
deferment) 

,&ril 1981 Yes Yes No 
(rescheduling) 

l4aich-May 1983 &i No 
(informal 
agreement : 
deferment) 

No Yes 

BElZil February 25. 19S3 Yea 
(refinancing) 

Yea Yea 

In process g/ 
(proposed 
agreement) 

Yes . Yea 

Cilile July 28, 1903 
(Agreed in Yes IiJ Yes m 
principle: 
refinancing) 

ial) 

Yea 
(princi- 

pal) 

Yes 
(princi- 

pal ) 

m 

Yea 

m Yea 

m No 
(rolled 

over) 

No Yes 

m Yes 

Yea m 
(rollover through 

1983) 
Yes Yea m 

(rollover through 
1984) 

Yea Yes 121 No 
(rolled 

over) 

m Yes 

m Yea 

m Yes 

Yes 11 

m Yea 

m Yea 

No Yes 

m 

NO 

m 

Yes 41 

Y.SS 

Yea 

~125 31 Yea 41 m Yes Yes 

m m m m NO 

No NO m m Yes 21 

1 

," 
m m m m Yes I 

Yes 9/ Yes NJ m Yes Yes 

Yes Yes 

(lhder coo- 
sideration) 

Yea Yes Yes 

No Yes m Yes _ Yes 



Table 1 (continued). Aspects of Bank Debt Keatrucrurings. 197g-October 1983 

Coverage i . . 

Status of 
Restructuring hedium- and long- term debt 

Public 
Completed and Short- NlZV IMP Arrangement 

Condi- -- .- _- _ -(date of Private publicly ._ Public. _._ term ~. .__ _ __ __ Future Hedium- -.- _. 
agreement SBCLOC guaranteed sector debt Arrears debt Term Bridge -%&er-&;i Official Dibi ‘In tional 

Country and type) debt debt debt PubliC Private Principal Interest service loan ban Financing Rescheduling place upon 
: 4 

_ 0. 1 ’ .; 1 \ :_, . 7. : . 
~‘&k.a Rica ‘September 10. m ye.9 13/ m Yes m Yes m gf ’ Yea No 14/ -No m Yes gj Yes Ye.9 

1983 (princi- 
(rescheduling) pal).,;, ,‘> .\. ,%. , .*‘,, i I ..’ .I. ;,rr..: : : ‘. -, : .:- 

Dominican Republic-September ISI ~I.& -3es . lb : Yes YGS .:res .rn .w .m ,m Noti/ . m Yes , Yes 

1983 
.T.‘..+’ 4.. 

‘irefinanci~g) _ ~ 
. . . ~ - _ . .:: .._ I 

.,. ‘ 7’ ,. ,I . . ‘. .’ ;... i - . *-., ,;a 9 j-1 _ :: 1: . I. 
Ecuador Octoty2r 1983 Yes Yes Yea Yes Yes m m Yes Yes No ..rn Yes 111 YeI3 Yea 

;(agreement in 
.principle: 
deferment and I 

.rei‘cheduling) .’ .‘1 I’ ,_ - I. ..% .; I ,? I_ > . . ‘g 

, I 
Guyana June 19tl2. m Yea m ‘Nd’ m m m Yes m No NO m gf m Yes 

(temporary ! _.:. I 

deferment) ’ ?‘:a.. I/ ,- : , , : 
July 19x3 19/ m Ye6 m m m m No Yes -No NO No No NO Yes 

. (temporary 
defe&nt) _ , , : ‘.’ . ; .; -: 

P:- ‘.: , . . . -,:: ;‘> .: . . . > ‘> 
tlonduras In process m YS.8 Ye5 m m Yes m Yes Yes El m m m Yes Yes 

.(re&heduling) 
._ -_ 

., _. . ..\.. 
,. ; ,-; .: : I .’ ,I? ! i’2 i. I .-. 

_1 r ., . T , 
_ - .-.. ._. .__. ., _, -. _. - --.- - _I_-.---- _ 

I- ‘,- J -r , ._- ..- ..-., : . . -57 j.:.lr:c. . ,. __ ‘ ~ ? i r -1 : :-:. - . :.. LI . ._ .’ ‘. 1 ‘( .“- 
--. ..‘.. - - ._- - 

y -. ,., :.; ; ,., ’ ,.. . . .._ ..” , _’ 1* i :-I . ;;. r; :. _’ . : ‘_- 
.*. - ::-: . ;::..I ;.. ‘.‘.. .- _ . . : _.‘. 

8 .T: 2. ’ -:-. -. 
.I __.. i: , . : 

:*.,.‘T .; 
-- ,-_ .---- $ _., 

. . ---_ - .- _.-_ _ - _. _. .._____._ .__ ._ -_ - -- .- 

‘3 0 
,- 
I.3 I . 



Table 1 (continued). Aspects of Bank Debt gestructuriog, 197g-Octob.w 1983 

country 

coverage 

status of 
Ikestructuring Medium- aad long- term debt 

Public 
Completed 

MP Arrangement 
and Short- New COlldi- 

(date of Private publicly Public term Future Medium Bridge Other New Official lkbt IO tioaa1 
agreement sector guaranteed sector debt Arl-eSKS debt Term ban Financing Bescheduling place upon 
and type) debt debt debt Public Private Principal Interest service Loan 

Jamaica Sedtembq 1970. 
(refinancing). 
November 1970 
(effective 
April 1. 1979 
(rollover and 

.refinancing) 
June 1981 
(refinanciog) 
June 1983 
(agreement in 
principle: 
rescheduling) 

Liberia Dece@lber 1902 
(rescheduling) 
In process 
(rescheduling) 

Madagascar July-November 1981 
(rescheduling) 261 
September 21. 1963 

m No Yes 

No m Yes 

m 

m 

No 

m 

Yes 

Yes 

m Yes No 

m Yes No 

m m No 

No Yes m 
(tentative agreement: 
refinancing) g/ 

I4SSl&Wi Narch 1983 
(rescheduling) 

No m’ 

Yes m 301 

Yes 

Yes llexico August 190; 
( agreetrent in 
principle: 
rescheduling) 

norocco In proceee 21 m Yes Yes 
(rescheduling) 

m Yes m 

Nil Yes m 

m m m 

m Yes No. 

m Yes No 

m 

m 

m 

No 

m 

m 21 

Yes 

Yes 

m 

Yes 

m -. 

m 

m 

m 

m 

m 

No 

m 

m 

m’ 

m Et 

m 

m 

No 

m 

m 

.: 

m 261 

No. 

Yes 

Yes 

m 

m 

m 

m m No 

m m m 

m Yea Yes 

m Yes Yes 

m Yes Nt- No 

No 

m 

m 

Yes 221 

No 

m 

No 

m 

m 

m 

YCZS 

m 

m 

m 

m 

m 

ti 

Yes 21 

No 

m 1/ 

m II/ 

m 

Yes 2J 

Yes 

Yea 23/ 

Yes 

Yes 

Yea. 

Yes 

Yes */ 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

I 

:: 
1 

Yes 

Yes 

Yes 

Yes 21 

ice u/ 

Yes 



‘Table- 1 (continued). Aspects of’-Bank Debt~‘Bestructuring,- 1978-October 1983 - -- - .- - -_ - 

I 
_ .> . . . . ‘\ : 

I 
I Coverage 

.‘statua of 
,; ‘LLestructuring Hedium- and long- term debt 

- ._ Public <: .) . .~ - -- -I I . . : 

Completed Short’ ‘. 
. .. 

and tiiv ‘. ’ ” IFIF ArAngemeat 

i .(date of. .; Private publicly Public term Future Medium Coodi- 
agree*nt sector guaranteed sector debt Arrears debt Term , : Bridge Other New Official Debt--:ln .tiol+a1 
and type) debt debt debt Public Private Principal Interest service . loan Loan Pioancing Keacheduling place upon 

Nicaragua 

Nigeria 

Lleceinber l&O. 371 - -. No No. Yea Yes No’ Yea Yes Yes m 
(rescheduling)~ .: 

c :m .m -.m ,csm . m 

Septembei i98l 211: @ No .Yes Yes _. m .Yee Yes -.Yes No m m m .-.rn m 
(~eschedullog) 

1 

+rch .1982 21. No m Yes Yea m Yes Yes Yes m No m m m m 
(‘resched&ing) -. r. 
h, procese 21 ‘No No’ Yes Yes’ No ies Yeb YesEi m m 

.: . -, 
Yes m No -m 

(reecheduling) 13 ‘, , 
-. ,\ ’ 

‘_ 

July and Sept- I 
enbrr.,l9!3. .’ Yes No m m m Yes m m m No Yes sf m m 
(;rescheduling) g/ 

m g is 
I 

‘., P. -., : I 
June 1Y78 , No m Yes Nil m m m Yes m m m Yes Yes Yes 
(rollover and : I :_ ,. 
refinancing) 
Dece&ber,l978 No m Yes m m m m Yes m No Yes Yes Yes Yes 
(rollover and; , ‘, 
reachkduling~’ 

.; ‘,. : ‘: z 

Janky 1980 No m Yes No m m No Yes No m Yes Yes m Yes 
(ref iriancinp’) g/ 
July- 1983, ,; No Yes No. 
(refln&cing) 

/ m 21 .Y yP No Yes ., yes bQl _ Yes 411 Yes 66/ Yes 471 . . Yes , ,_ - Yes 

. - -.. -- _, _ -_. .- -.. .-. _ - ._ _-. - _ . . _. 

, ,.; ‘.> : .“-;...’ ‘; 

I 
.3 

.- 

,I- 
.I, 



Table 1 (coutlnued). Aepecte of gent Debt Yeatructurlnga. 1978-October 1983 

COU”try 

Coverage 
status Of 

leetructuring Medium- end long- term debt 
Public 

Completed and Shoct- New RIP Arrangement 
(date of Pclvate publicly Public term Future Nedlum- Condi- 
agreement sector guareateed eector debt Arrears debt Term Bridge Other New Official Debt In tiona1 
end type) debt debt debt Public Private Pri”cipal Interest service lps” l&3” Financing Peacheduling place upon 

No m m Yes Yes Yes 

m m m Yes Yes Yes 

0 No m ree Yea Yes 

No m m Yea Yes Yes 

m No m Yes Yes Yes 

Komenie lkcrmber 1982 
(rescheduling) 
June 1983 
(reechrdullng) 

Senegal June 1982 31 
(rescheduling) 

Sudan Dec. 1981 9/ 
(rescheduling) 
April lYS3 50/ 
(modiflcati~ of 
1 YSl agreement 1 

Togo l4xch 1YLiLl 
(rescheduling) 
October 1983 
(rrachrduling) 

Turkey Juua lY7Y s3/ 
(reecheduling 
and new 
fl”a”cing) 
August -197Y El 
(reachrduling 
and new 
financing) 
narcb 1982 rs/ 
(rescbedullng) 

m 

m 

m 

lb 

m 

m 

m 

Yes 

Yes 

Yes 

m 

m 

m 

Yes 

m 

m 

m 

m 

Yes 

m 

m 

m 

Yes 

Yes 

xee 

m Yes X43 

xee 

Yes 

Yea 

Yae 

m 

m 

Yea 

Yes 

Yes 

Yes 

m 

Yes 

m 

m 

No 

Yea 

Yes 

m 

m 

m 

m 

xee 21 

Yes 

No 

m m m Yes Xee Yes 

m NO m Yes X-3 Yea 

m 

m 

m 

m 

Ye.9 

Yes 

Yes 52/ 

m 

m 

m Ye8 Yes Yes m m Yes 21 Yes Yes 

m NO m m Yes No Yes No m Yes 21 xee Yes 

m Yes m m m m m m m m m Yea m m 



Table 1 (concluded). Aspects of Bank Debt Hestructurings 197M-October 1983 

country 

- -. --- Coverae .._- --- -- -- _ --.__. .- _-__. _ 

: status of 
Kestructuring Hedium- end long- term debt 

Public 
Completed end Short- New IHF Arrangement 
(date of Private publicly Public term Future Medium Condi- 
agreement sector guaranteed sector debt Arrears debt ') Term Bridge' Other New -Offi&al Debt. In tiona1 
end type) debt debt debt Public Private Principal Interest service loan LX" Financing Rescheduling place upou 

Uruguay 

_. 
July 1983 
(rescheduling) 

Venezuela In process.l/l 
(refinancing)' 

m No 

m -Yes 

: 
Yes m 

Yes 

Yea 

Yes 

Yes No 

Yes -No 

“No . m Yes Yes No Ye.9 &No 

‘Yes z/ No No m m 

Yes . 

m 

Yes 

Yes 

Yes 

N.A. - 

N.A. 

N.A. 

N.A. 

Yes 

. . . 

Yes 

No 

Yes 

N.A. 

N.A. 

N.A. 

N.A. 

I ‘N;-; m 

September 9, 
1983 
(refinancing 
end rollover) 

Yes 59/ Yes m No 

. 

Yes m 

m No 

Yes Yes bJl Yes El m 

m 

m 

Yes 

Yes 66/ 

- 

tic. 

No 

hire .April 19110 g/ 
(refinancing) 

No No 

‘No Yes 

m m Yea m 

Yes ..rn 

m 

No 

m- 

m’ 

No 

m 

m m Zambia In process 
(refinancing) 

hemorandum item: 

-- No-- Yes 

I. 

No-- -No 

z .- 

m No 

Non-Fund members 57 
Cube . In process btJ 

(rescheduling) 
m -No - Yea m m Yes- No- 

Yes No 

Yes m 

Yes m 

., .-. (requested) 
- 

m m No 
: 

Yes’ bjl 

m m 21 

m m 21 

Poland April‘1982 677. 
frescheduli~) 
November 1982. 
(rescheduling) 

' August 1983 
(rescheduling) 

Yes 
: - 

m No 

No’ L. No 

m m 

m No 

m - No 

Yea 
.- 

Yes 
-. 

Yes *I m g 

m m 12/ 

_ - _. - _~ 
Sources : Restructuring agreements; end Fund staff estimstes. 
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221 lhder the understanding reached with the leading commercial banks, maturities will not be paid if the rescheduling 
agreement has not been reached by the time the first maturities fall due. 

231 Only on a bilateral basis. 
371 However, Liberia Informally agreed to repay such arrears in 12 monthly installments. 
?!?/ ES26 million of short-term debt In arrears are not guaranteed by the state. 
x/ Individual private debt rescheduling operations (primarily with French commercial banks, Arab banks based in Paris, 

anTGerman banks). 
.z/. The agreement is subject, to Madagascar being-current on lntereat payments. The agreement also envisages the provision 

of a revolving trade facility, for an amount equivalent to the principal repayments falling due in 1983 (l6$12 mflllon) or 
a one-year-grace period on that amount. 

281 The draft agreement refers to "compliance with an MP program." 
s/ The agreement was also conditional on a World Bank structural adjustment loan. 
%/ The private sector's debt was renegotiated under separate schemes. 
x/ Principal repayments were initially rolled over twice, i.e., on-August 22. 

<(for -120 days). 
1982 (for 90 days) and on November 23, 1982 

The rescheduling of future maturities on medium-term debt of the public sector was linked to the settlement 
of the issue of the interest in arrears on the Mexican private sector's short- and medium-term debt. Maturities falling 
due during the August 22, 1982-December 31, 1984 period were rescheduled. 

. 32/ IRS5 billion (net new medium-term bank financing). 
a/ A coordinated effort was made among the monetary authorities of the major lending countries in the context of a major 

'.liz of credit to the 8ank of Mexico agreed in Auguat 1982 through the BIS and a separate use of a swap arrangement with the 
U.S. Federal Reserve System. Of a total short-term financial assistance of uSS2.55 billion, the Whited States contributed 
USS1.6 billion, including ES500 million in the form of a drawdown under a swap arrangement with the U.S. Federal Reserve 
System. 

341 New medium-term financing from official sources (other than the IMP) in an amount of l&2-2.5 billion, mostly in the 
form of export credits and government-to-government financial assistance; assumed to be fully disbursed in 1983. 

35/ Maturities falling due in the second half of 1983 and in 1984. 
Xl In process. .- - 
g/ The three agreements all contained several highly unusual features, 

interest on the rescheduled amounts. 
especially with respect to the treatment of 

The December 1980 agreement did not cover debt obligations owed by the nationalized 
banks and the nationalized commercial enterprises, which were covered under the 1981 and 1982 agreements, respectively. 

381 In a very preliminary stage: information is based on the authorities' 
?ii/ A new loan of =$I50 million has been requested by Nicaragua. 

request as provided in press reports. 

G/ 'Rescheduling of trade arrears. 
_ . 

'i;T/ New revolving trade facility of'L6$1 billion.' 
E/ A good faith effort to reach's stand-by arrangement with the IMF has been required by the banks. 
n/ 90 per cent of the maturities due in 1980 was rolled over until early 1981 at a lower than originally agreed.spread - 

over LIBOR, before being consolidated into a new medium-term loan. IZI 1981, however, the Peruvian authorities decided to 
forego the refinancing of the amounts rolled over during 1980 and repaid them in full. 

441 However, the short-term debt outstanding as of March 7. 1983 has been rolled over on a short-term basis. 
z/ A L6$450 million medium-term loan is included in the rescheduling package; US$200 million have been disbursed in 

the form of a bridge loan. 
46/ uS$830 million of new money will be provided in 1983 by multilateral and bilateral sources as well as in the form of 

suGliers' credits. 
471 A Paris Club rescheduling was agreed on in July 1983. - 

:’ 
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? 481 An agreement in principle was reached in June 1982 on both the amounts and the terms but has not yet been signed. 
Thysigning is contingent upon a further agreement on penalty clauses and terms. 

491 As Sudan was unable to make the March 29, 1982 payment in full, which was scheduled under the December 1981 agreement, 
baxs agreed to postpone the unpaid portion for settlement in three equal installments three months apart starting in Septem- 
ber 1982. 

5O/ The agreement of April 1983 consolidated all outstanding principal and interest (as of April 5, 1983) under the 1981 
agreement into a single loan, including payments in arrears. 

511 .On a number of specified loans only. 
G/ Including arrears under the Harch 1980 rescheduling agreement. 
G/ Bankers’ credits and third party reimbursement claims. The agreement with respect to third party reimbursement claims - 

I (US$100 million) was actually signed in August 1981. 
54/ QECD consortium. 
!??/ Convertible Turkish lira deposfts. 
%/ Consolidation of terms under the June and August 1979 agreements. 
VI In a preliminary stage. 
B/ Medium- and long-term debt maturing In 1983 and 1984. 
37i! A short-term loan estimated at 16$1.5 billion was rolled over until January 17, 1985. 
z/ l6$600 million. 
G/ US$SOO million from the BIS. 
a/ 15 Western governmanta agreed at referendum in January lY83 to grant lSS1.3 billion of mostly commercial 

me&m-term credits. 
I 63/ Agreement signed on the outstanding uninsured syndicated bank debt. 

I s/ An agreement with Paris Club creditors Is one of the requirements for the rescheduling of commercial bank debt. 
z/ In the two cases reviewed here, the countries were asked to submit to the creditors a description of the economic I 

poEcies that would be Implemented in the effort to redress their balance of payments problems. A special task force 
consisting of the representatives of the participating creditors was established to monitor the progress under the adjustment 
plans. One of the agreements relating to a non-Fund member also contained a goodwill clause, activation of which was subject 
to (1) satisfactory implementation of the economic program and achievement of Its targets; and (2) adoption during the period 
covered by the goodwill clause of an economic program containing a set of targets agreed upon with the participating 
creditors. 

66/ At a very initial stage. Information .based on ‘the Cuban authorities’ request of September 1982 (as reported in the 
przs> and subsequent press reports. 

67/ Signature date of the rescheduling of maturities due to foreign commercial banks during March 26-December 31 1981; 
Poland filed an application for Fund membership on November 10, 1981. 

68/ The negotiation of the bank debt restructuring started after Poland had reached an agreement in principle on resched- 
ulzg its debt obligations due to 14 official creditors. 

6Y/ Principal in arrears on maturities due in 1981 which were not rescheduled under the April 1982 agreement. 
x/ A six-month trade credit, revolving up to three years, was extended under separate agreement. The amount of this 

credit is equivalent to 50 percent of the l6Sl.l billion interest due. 
71/ Negotiations on the 1982 and 1983 official debt rescheduling have not yet formally started.owingto political 

developments. 
721 A six-month trade credit, revolving up to three years, was extended under separate agreement. The amnunt of this 

c&&t is equivalent to 65 percent of the US$l.l billion interest due. 
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Table 2. Terms and Conditions of Bank Debt Restructuring, ~978-Gctober 1983 

.- 
Country, Date of Agreement. 

and Type of Debt-R&cheduled Basis 
Almxult GCSFS 

Provided Period Metutity 
Iaceree t 

Bate 

(In gears. (In percenr; spread 
uuleee otlmniee noted) over LIBOR/U.S. Prima) (MS million) 

Argentina 
Agreed on “draft principlee” 

Janu*rp 1983 
Arcsare SC end-1982 100 percent of principal) 
Due in 1983 LOO percent of principal) 
Neu medium-term loan 

(1983) Neu financing 
Bridge loan (1982) 

7,000 

1.500 
1.100 A/ 

156 

99 
69 

122 
126 

07 
118 

3 7 2 1/e - 2 
3 7 21/a - 2 

3 4 112 2 114 - 2 1/a 
7 months 1 year and 1 s/a - 1 1t2 

2 months 

BOlCVlfl 
Defemnc of August 1960 of 

short- and medium-term debt 
falling due August 19&l- 
January 1981 100 percent of principal 

Aqreemnt of April 1981 z/ 
Dsferrad short-ter?a debt 80 percent of principal 
Deferred medium-ter? debt 90 percent of principal 
Due April 19811xarch 198.2 90 percent of principal 
Due April 19WUarch 1993 90 percent of principal 

Agraemnt of March 1983 
Principal payqnts falling Hotacoriua on 100 percent 

due April 6-Ott. 6, 1983 of principal 
Arrears on 1nteras.t Nau achadule of payiesntz A/ 

payments 
Informal agreement of 

Ua9 1983 21 41 
Extension-of-1981 reeched- 

uling 100 percent of reached- 
uled principal 

Reachadulin~ of maturities 
in 1983. 1984. 1985 !OO percent of principal 

Amounta teoched: 
uled fn 19Bl 

to April 1981 1 3/b 

3 112 2 
7 2 1/b 
6 2 1/b 
5 2 l/b 

Originally tout rac- 
ted races Yithia Sept. 

1983. 

2 mute 
pars 

3 

5 2 L/b 

225 7 

Bras11 
~reemenc of February 25. 1903 

Rescheduling of wdiumrr and 
long-term due in 1983 100 percent of principal 

Short-tern debt 100 percent rollover 

New loan comaitmsata 
in 1983 

(1982) 
New luan coomiitmnts 

(1983) 
Bridge loan (1982) 

Nsw finandDg 

NpJu financing 

Propoaed agreement of 
September 1983 ll 

Rescheduling of medium- and long- 
term debt due in 1984 100 percent of principal 

Short-term debt 100 percent rollover in 
1984 

New loan coasnitmant Nsw financing 
(1983-1984) 

2.125 - 1.075 51 
2.250 - 2.000 3 
2.50 - 2 1/b 11 

‘... 

b.@J’J, 

9.400 
(trade-related) 

2 l/2 8 

1,500 . . . 

2 i/2 
. . . . 

. . . 

a 
. . . 

. . . 

1 

2.12s - 1.875 6/ 
.i. -* 

I:,- 
‘, 
‘.A * 

4,400 
2,339 ’ ’ 

5,350 

10,300 
(trade-related) 

6.500 

S 9 

I 

9’ 5 2.0 - :I;75 
:c. 

.‘ 

II The cumulative loan disbursements outstanding should never exceed USS1.l billion at any point. 
T/ The April 1981 agreament was subject to the requirement of a Fund program. 

it-was informally extended in May 1983. 
As this requirement wasnot satisfied, 

0. 
3/ Go srreers as of June 5. 195)3. Thirty percent of arrears on interest payments were paid by April S..l983. Ihe 

re&inder was divided Loco f,ive aynthly paysant+ 
/ The agreement would be finali,sed. subject to (1) payment of interest arrears according to’the schedule agreed on in 

March: (2) the payment of the existing arrears on the 10 percenc of principal due on the basis of the 1981 agreement; and 
(3) the. reaching of an agreement uith the Fund. 

z/ TN spreads over LIBOR/O.S. prime rata are 2.125 percent/l.875 percent for amounts on deposit with the Central Bank 
o-as generally acceptable maxipa-Par loans to public sector borrowers with the Reprbl.i!:‘s guara,ntae. PFIROBAS. and 
CVRD; 2.25 percent/2.0 percent as th+ generally akceptable maxima for public sector barrorers without the Republic’s 
Ruataptae. privsce sector borrouers.uith Development Bank guarantee and for commsrcisl and investment banks under 
Resolution 63; 2.5 percent/Z.25 percent (IS generally acceptable maxima for private aectqr borrowers. 

6/ The Central Bank stands ready to borrou the committed funds st either 2.125 percent over LIBOR or 1.675 percent 
0vZr P.S. prime rate. For loans to other borrowers. the spreads agreed must be acceptable to the Central Bank, which 
indicated the following maxima for spreads over LIBOR Co be generally acceptable (spreads ovar.0.S. prime rate in 
parentheses): public sector borrowers with the Republic’s Buarantee as well as’PEIROBAS and CVRD-2.125 percent (1.875 per- 
cent); public esctor borrouers without the Republic’s guarantee, private sector borrowers with Development Bsnk guarantee, 
and Resolution 63 loans to cosemrcial and investment banks--2.25 percent (2.0 percent); private sector borrowers. 
including rmltinationals-2.5 percent (2.25 percent). Brazil is also.prepared-to pay a 0.5 percent commitment fee on 
undisbursed cosuaitments. payable quarterly In errsacs, and a 1.5 percent flat facility fse on amounts disbursed, payable at 
tihe time of disbursesent. 

7/ Proposal by the advisory committee of the banks. 
on-some form of contractual basis. 

This proposal also seaks.to put the &ntenance of interbank lines 

under the Paris Club. 
At the same time, the Brazilian authorities proposed a resched_ulin~(&nclu#ng arrears) 



Table 2 (continued). Terma and Conditions of Bank Debt Restructuring, 1978-October 1983 r 

i 
I Country, Date of Agreement, . Amount . Grace Interest 

and Type of Debt Rescheduled Baeie : Provided Period Katurity Rate 

(US.9 million) 
(In years. (In percent; spread 

unless otherwise noted) over LIBOR/U.S. Prime) 

Chile 
Agreement of July 28, 1983 

New loan (July, 1983) 
agreed in principle 

Kedium-term due: 
in 1983 
in 1984 

Short-term debt 
trade related 

Nontrade related 

Coata Rica 

New f inencing 1,300 4 7 2 l/4 

100 percent of principal 
100 percent of principal 

100 percent rollover till 
December 1984 

100 percent of principal 

1,100 
1,000 

1,800 

4 7 2 l/8 
4 7 2 I/8 

. . . 

1,300 4 7 ,.’ 2 l/8 

Agreement of September 10, 
1983 

Principal in arrears 
Principal falling due 

in 1983 
Principal felling due 

in 1984 
Certificates of deposit (M 

falling due prior to 
1984 

95 percent 369 4 8 2 l/4 - 2 l/8 

95 percent 110 4 8. 2 l/4 - 2 l/8 

95 percent 136 5 8 2 l/4 - 2 l/8 

100 percent of principal ’ 
and interest accrued 
prior to 1983 

100 percent of principal 
Revolving credit equivalent 

to 50 percent of interest 
payments actually paid in 
1983. 

. . . 4 8 - - - 

. . . 5 ‘8 - - - 
Certificates of deposit 

falling due in 1984 
New revolving facility 91 

: 
L 225 2 3 1 314 - 1 518 

(approximately) 

568 

Dominican Republic 
Agreement signed on 

September 15, 1983 lo/ 
Letters of credit out- 

standing as of Nov. 30, 
1982, and in arrears at 
that date 

)95 Dercent of amounts 1 
1 deferred to January 18, ) 
) 1984 and converted into ) 
) a medium-term loan 1 
1 Central Bank acceptancee 

Principal payments on public 
and privat’e debt in arrears 
as of November 30, 1983 

Principal paymenta on public 
and private debt falling due 
between December 1, 1982- 
December X, 1983 

1 5 2 l/4 - 2 l/8 

Ecuador :.3 ; 
Agreement of October 1983 

Rescheduling of private 
debt falling due in 1983 100 percent of principal 

Refinancing .(effective 
December 31. 1983) G/ 90 percent of principal ’ 

1. 7 1 2 l/4 - 2 l/8 1,000 

970 (including 
670 in ehort- 
term debt) 

431 

1 6 ,’ i l/4 - 2 li8 

1 I/2 _, 6 2.318 - 2 l/4 New loan * New financing 

81 These certificates were ieeued against existing arreare. 
71 The banks agreed to provide Costa Rica with a revolving trade related credit facility equivalent to 50 percent of 

interest payments actually paid in 1983, which were either in arrears or had accrued in 1983.. 
lO/ In December 1982. the Dominican authorities’ started negotiations for refinancing arrears on letters of credit and 

further external financing. The commercial banks refuaed to extend new loans. counter-proposed a qoatponemant of 

$5 
amortization payments due in 1983, and a refinancing of the letters of credit. The agreement requires congreeeional 
approval. The loan would be signed, subject to congressional approval being obtained by January 1. 1984 or six months 
after the signing, whichever ie first. 

ll/ Payments of 100 percent.of the maturities falli 
refinanced. 

ng due are to be deferred until December 31, 1983. when they will be 

14 
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: 

Table 2 (coh;inued). 
. . . 

Terms and Conditione of Bank Debt Restructuring. ;d78&tolier 1983 ' 
. . . . - ., _... ,. . 

. . . . . _, i 
. 

.._,o. . . , 
Gra'ce Country, Date of Agreement, 

. ‘. 
Amount ,I. 

Inter&t 
and Type of Debt Rescheduled -. .,- Basis "- -. -- Provided. . Period .-. Katurity - .-. Rate 

(7 . .;. 
.- 

(US$ million) 

Guyana I- .,,* 
Deferment Agreement of June 1982 12/ ' 

Kedium- and long-term due during 
Karch 11, 1982- 
Karch 31,.1983 ; 100 percent of principal , . i4.5 
(public and publicly (temporary deferment) 
guaranteed mediunr and . . . ,,. . . 1. , 
long-term debt) 

Deferment Agreement (July 1983) 
Amount deferred in June 1982. 

and amount due until 
January 1984 100 percent of principal 24.0 

Honduras 
In process, asked by the 

' I: 

Authoritiee in Jan. 1982 G/ ,. 

Refinancing of mediunr and 
long-term debt (public 

<* 

entitiee): 
Due 1981 (arrears) 100 percent of principal 11.0 
Due 1982 (arrears) 100 percent of principal 41.0 
Due 1983 100 percent of principal Ll, 36.0 

Due .1984 ', 100 percent of principal 32.0 

New trade facility - 40.0 

Jamaica 1 
Agreement of September 1978 4 

Due April 1978fKarch 1979 7/8 of principal ' - 63;C 
Agreement of April 1979 

Due April 1979/Karch 1980 7/8 of principals/ 77.0 
Due April 1980/Karch 1981 718 of principal g/ 72.0 

Agreement of June 1981 
Due April 1981/Karch 1983 100 percent of principal 89.0 

(of which: 1982/1983) (100 percent of principal) .(41.0) 
Syndicated loan (July 1981) New financing 71.0 
Other new loans @larch 1982) New financing 17.5 

Agreement (in principle) 
of June 1983 

Due July 1983 to Karch 1984 100 percent of principal 65.0 
Due April 1984 to March 1985 100 percent of principal 101.0 
New loan (under negotiation) 18.0 

Liberia 
Agreement of December 1; 1982 171 

Due July 1. 1981 - 
June 30, 1983 95 percent of principal 27 

In process: 
Katurities falling due 

during July 1983-June 1984' 95 per& of principel" 14 

(In years, (In percent: spread 
unless otherwise noted) over LIBOR/U.S. Prime) , 

^ 

6to12 "- ':: 
montha 

_. I 

‘.,’ 

Until Jan.. 
1984 

,9 montha 6 
9 months 7 . 6. 
3 to 1s 

months 14/' "6 
3 to 15 .,, , 

'1 
m'nthb g/ 8'. (,( 

3 

2 
2 3 

. . . . . . 

3 6 

*j .- 
6 . . . 

f 

2 l/2 

2 l/2 

.,2 l/4 
2 l/4 

2 114.. 

2,1/4 
2 l/4 

2 

2 .:, * 
2, 

i 

12/ In June 1982. banks indiqated their intention to negotiate a refinancing agreement to convert the principal repayment 
into a longer term loan prior to January 31. 1983, conditional upon successful completion of negotiations for an upper 
credit tranche program with the Fund. The protracting of negotiation with the Fund prevented the ffnalization of negotia- 
tions. In July 1983, the banks agreed to a further deferment, which could be converted into a permanent refinancing agree- 
ment. conditional upon successful completion'of~negotiations with the Fund. prior to January 31,. 1984. 

13/ Agreement in principle was tentatively reached in early 1983. 
,'. '1 

z/ Repayments to start in Karch 1984,. for the maturity due in 1983 and in'Karch 198j, for the maturities due in 1984. 
is/ Grace period and maturity were measured from the date of the first disbursement'of the refinancing'loan. 
E/ The rescheduled amounts were rolled over on a short-term basis and'were converted into mediu&te,rm loans'on,April 1, 

19E and on April 1, 1981 for the 1979/80 and 1980/81 reschedulings, reepec,tively. 
z/ Also, the bank that was,owep most ofthe arrears inform+lly agreed to allow Liberia to repay,the arrears in 12 'I 

monthly installments. * 
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Table 2 (continued). Terms and Conditions of Bank Debt Restructuring. 1978-October 1983 
I : 

ANNEX 

Colintry, Dste of Agreement, 
and Type of Debt Rescheduled Basis 

Amount GPXe 
Provided Period 

Interest 
t4sturity lLe,te 

.6 . 

‘.- 

Madagascar 
Agreement of July-Nov. 1981 

Rescheduling of arrears on . 

overdrafts 100 percent of principal 
September 1983: tentative 

agreement 191 
Global rest=turing of 

total stock of outstandinn 
debt 201 

Of ;i;ich: in atr.?*ts 100 percent of pri”cipsl 
mediunrterm 
short-term 

Of which: future 
maturities 100 percent’of principal 

(a) medium-term 
(b) short-term 

Hal.SWi 
Agreement of March 6, 19R3 

Medium- and long-term debt 
Due during Se+. 1982 to 

Aunus t 1983 85 oercent of orinciasl 
Due lduring Sept. 1983 to . 

. . 

August 1984 85 percent of principal 

nexico 
Agreement of August 27, 1983 211 
Hexico’s public sector short; 

mediunr and long-term 
debt 21 due during 
Au@st 23, 19A2 - 
December 31, 1984 

Syndicated loan g/ 
Official financing 
Settlement of interest 

in srresr* on private. 
sector’s debt 241 

100 percent of principal 

New financing (net) 
New financing 

-- 

Plorocco 
I” process 

Medium- and long-term debt 
maturing in the second 
half of 1983 and in 1984 Principal 

(USS million) 

147.0 Sf 

195.3 
69.6 

(18.0) 
(51.6) 

125.7 
(60.0) 
(65.1) 

28.0 

29.0 

20,000 

5,000 
2,000 to 
2,500 

1,000 to 
1,500 

*.. 

I" years, (I” percent; spread 
unless otherwise noted) over LIBOR/U.S. Prime) 

I ’ 

(I) 
(--I 
c--j 
(--I 
c-1 

3 

3 

4 

3 
-... 

-- 

. . . 

3 l/2 

7 l/2 
(7 l/2) 
(7 l/2) 

. . 
7 l/2 

(7 l/2) 
(7 l/2) 

6 112 

6 l/2 

0 

6 
. . . 

-- 

..* 

1 112 

. . . 
2 
1 3/4 

. . . 

c: 314) 

1 718 

1 710 

1.718 - 1.314 

2.114 - 2 l/8 
. . . 

.l.O - .7/B 

. . . 

Is/ Includes about USS50 million of srresre on overdrafts rescheduled on similar terms’ in late 1980. 
191 .The egreement is subject to Madsgsscsr being current on interesr psyments. The agreement also envisages the provision 

of s revolving trade facility, for a” amount equivalent to the principal payments falling due in 1983 (lJSS12 million) or s 
one-yedr grace period on Fhst amount. . . 

201 Based on outstanding debt, including short-term debt, 
szrt- and medium-term debt. 

88 of December 31. 1902 and including payments s&ears on both 
Includes s special agreement for the rescheduling of Air Madagascar debt, secured by 

aircrafts. 
211 Agreement took effect with disbursement of new a loan in March 1983. As of August 27. 1983, s forms1 agreement had 

bee” signed for the rescheduling of at least USS11.5 billion. 
22/ Far the purpose of the rescheduling. Mexico’s public .sector debt (short-, medium-, and long-term) excludes (I) loans 

made. guaranteed, insured, or subsidlzed by official agencies in the creditor countrie’s; (2) publicly issued bonds, private 
placements (including Japanese yen-denominated registered private placements) and floating rate certificates of deposit and 
notes (including floating rste notes); (3) debt to official multilateral entities; (4) forward exchange and precious metal 
contrscts; (5) spot and lease obligations in respect of movable property, short-term import and export-related trade 
credits; (6) interbank obligations (including placements) of the foreign agencies and branches of Mexican banks. excluding 
auar.&ees on interbank placements; (7) financing secured by legally recognized security Interest in ships. aircraft and 
drilling rigs: and (8) the Central Bank’s obligstions arising from the arrangements to liquidate interest payments in 
arrears. 
z/ The US$5 billion loan “8s raised in the form of s me,dium-term international cyndicsted credit in which banks psrtici- 

psted on the basis of their pro rsts exposure to Mexico se of August 23, 1982. The losn’document included a specific 
reference to s written explanation snd confirmation from the Fund Managing Director with respect to s USS2-2.5 billion 
financial assistance to be obtained from official creditors (other than the Fund), a requirement to provide information 
about the implementation of the financial program, a request on the part of the lending syndicate not to object to the 
final restructuring principles of the contemplated rescheduling operation, the customary cross-default clause, s specifics- 
tie” of events of defaults (including the failure of Mexico to comply with the performance criteria agreed with the Fund 
in connection with the three-year extended arrangement, and non,,,embeeship), and the implementation of the proposed mechanism 
to eliminate the interest arrears on the private eect.,r debt. 
24/ Specifically, Mexican private borrowers owing interest on foreign bank debts payable in fore& currency and out: 

standing prior to September 1. 1982 could use the procedures proposed by the Mexica”.suthorities to settle interest payments 
due in the period from August 1, 1982 to January 31, 1983. Settlement had to be made by depositing the local currency 
equivalent of the smount of interest due in foreign currency, st the cont,roJled exchange rate of the date at which the 
deposit wss constituted. Special foreign currency deposits were being opensd’by‘ the foreign lenders with the Bank of 
Mexico, and the amounts of interest owed were being credited to the&. accounts. Ten per cent of the outstanding balance 
in these sccounts wss paid to creditors on January 31, 
ability of foreign e&hsnSe. 

1983, while the remainder hsd to be settled subject to the svsil- 
Any balance outstanding 8s of September 30; 1983 would be refinanced ss s loan on terms 

to be agreed with individual bsnke. 

I ’ 

i. , 
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Table 2 (continued). 
., / 

Tar& and Conditions of Bank Debt Res&turing, 19784c;ober 19;3 
. . . . _.. . 

Country. Date of Agreement. I, 
‘. Amount Grace ’ 

and Type of Debt Rescheduled Basis - 
Interest 

Provided --Period - ---Maturity - Bate ; 

_ 
(In years. 

(US.9 million) 
(In percent; spread 

unless otherwise noted) over LIB0WJ.S. Prime) 

NicartlgU 
Agreement of December 1980 

Arrears on interest or due 75 percent of arrears 
up to December 1980 251 261 and amount’due --. 

Arrears on principal as of 100 percent of srre*rs on 
December 1979 251 

Due after December 1979 
principal 

100 percent of principal 

Agreement of September.1981 ‘: ‘,! s 
Accumulated arreare 90 percent of interest ) 

. . . :and principal ) 
Due after September 1981 100 percent of principal ) 

(debt of nationalized banks) ’ ) 

Agreement of March 1982 
Accumulated arrears 90 percent of interest ) 

and principal ) 
Due after March 1982. 

(debt of nationalized 
190 percent of principal ) 

) 
businesses) I , ) 

Rescheduling in process 21 
Interest and principal 

payment between June 1983 
and June 1904 . . . 

New loan’ New financing 

Nigeria 
Agreement of July 1983 

Arrears 8s of end-arch 100 percent of arrear* on. 
1983 letters of credit 

Agreement of Sept. 1983 
Arrears as of end-Uarch 100 percent of arre*rs on- 

1983 letters of credit 

Peru g/ 
Agreement of June 1978 

Due during second Rollover of 100 percent 
8eo188ter of 1978 of, principal 

Agreement of December 1978 
Due in 1979 90 percent of. principal 
Due in.1980 90 percent of principal 
Due in 111979 as’ per . ~ 50 percent of amount 

June 1978 agreement rolled over 
Agreement of January 1980 x( 1 

Due in 1980 
‘_ 

90 percent of principal 
Agreemint of July 1983 

tiedium- and long-term 
“.,I i :. 

maturities falling due 
between March 7. 1983 ,’ 
and March 7, 1984 _, 100 percent,. : 

.I.. ., 

Bridge loan 1, ! ., I .-,I , 
New loan New financing . 

90 

252 
, 240 

. . . 
II/ 

180 

,.55 b 

. . . 
150 ” 

1,350 

480 

186 30/ 

200 21. 

340 30/ 

-- 

5 
5 .<. ‘I 

1 
? 

5 

- 

a5 

. . . 
‘.:. 

5 .;/2* ‘. 
writhe 

3 l/2 
months 

I 

2 
2.’ 

2 ,’ 

‘sso.: _,, <‘.3 
2do .‘A. * 
450 .: 3 

5 

11 
,I2 

10 

) 3/4 -’ 1 l/4, but 
) 

; 

with defprred 
‘interest pay- 
ment. provisio” 
and interest re- 
capture clause 7/ 

) 3/4-11/4,but 
) - ‘-with deferred 

: 
interest payment 
provision and 

: 
interest recap- 
cure clause 27/ 

1’ 

10 

10 

10 

. . . 

. .‘. 

‘3 is-1.37; 

2 576 

due l/3)79 _ . . . 

:, .I 

:. 

1;5-1.375 .Z,>’ 
.-c.-. 

(P” 
.,4;’ 

.,.: 

-6 
.5 

1 

5 

1 7/a, .:;; : 
( . . . 

;.? 
1 314 :.., 

,l l/4 

<'I, 

25/ On short- and mediuwterm debt. . t 6 .$V 

261 Banks agreed to recslculite’the interest due but unpaid at a spread of l/2 percentage point above the actual >‘.-. . 
LIBOR during the relevant period, rather than at the higher spreads specified in the original contracts. I’ 

271 All four categories of debt are subject to interest accrual at a spread of 1 percent above LIBOR between 
December 15, 1980 and December 14, 1983; of 1 l/4 percent between December 15. 1983 end December 14. 1986’; of 
1 l/2 percent between December 15..1986 and December 14. 
December 14, 1992. 

1990; and of 1 3/4 percent betveen December l.5. 1990 and ” ’ ,-., 
However. actual payments of interest can be limited to 7 perce”t.a year for-the agreement of 1980’ 

and to 6 percent for the agreements’of 1981 and 1982. Any excess of accrued interest will be added to a deferred ’ 
interest payment pool which vi11 be repaid whenever the accrued interest rate payments are less than 7 percent pei annuo. 
or. if this does not exhaust the pool by December 15, 1985, the balance will be amortited between 1986 and 1990 with. 
10 percent due in each of 1986 and 1987, and the rest during the remaining three years. The agreementalso contains an 
interest recapture clause. If Niciragua fulfil16 al& the terms of the contract, the’interest rate spread would be 
reduced by l/8 percentage point for every USS20 million of principal repaid after 1985. Aowever. the spread would not be 
reduced below 1 percent. IL 

a/ Based on press information.~ Datkrefer to the request by the Nicaragua” authorities. 
g/ All rescheduling agreements cover only public sector obligations. Bank loans with creditor country gimrantees 

were included iri,the. Paris Club agreement, rather than the bank reschedulings. I ., 
301 Under the 1978 and 1980 bank reschedulings. amounts were initially rolled over on a short-term basis CO be 

consolidated into a medium-term loan at a specified date early in the folloving year. me isCiw& .BC~ ac+ +m& 
of debt relief. 

s/ In January 1980 Peru prepaid the 1979 bank rescheduling and the terms of the 1980 rescheduling vere renegotiated. 

i v 



. -63- ANNEX 

Table 2 (continued). ‘Terms and Conditions of Bank Debt Restructuring, 1978-0ctober 1983 

Country. Date of Agreement, 
and Type of Debt Rescheduled Basis 

Amount 
Provided 

Grace 
Period Ueturity 

Interest 
Rate 

Romania 
Agreement of December 7, 1982 

Arrears on the 1981 
debt obligations 

Due in 1982 on all debta 
(including short-term) 

Agreement of June 20, 1983 
Medium- and long-term due 

in 1983 

Senegal 
Restructuring partially 

completed 32/ (June 1982) 
Due between May 1, 1981 

and June 30, 1982 (inclu- 
ding arrears) 

Due between July 1, 1982 
and June 30, 1983 

.I 
Sudan 

Agreement of December 1981 
Arrears on interest as of ) 

end-December 1979 
: 

Arrears on interest due in) 
first quarter of 1981 ) 

Arrears on principal as 
of end-December 1979 

Modification (April 1983) 
of 1981 agreement 

Togo 
Agreement of March 1980 

Arrears am of end-1979 
Interest 
Principal 

Due in 1980 on a number 
of specific loans 

Agreement of October 1983 
Arrears as of ‘end-1982 
Due in 1983 and 1984 

on medium- and long-term 
public and publicly 
guaranteed loans 

CUSS .million) 

80 percent of such 
debt obligations : 

1 
80 percent of principal ) 

10 percent of principal, 
60 percent of principal 

90 percent of principal, 48.6 

90 percent of principal. 20.7 

82 percent of interest in 
arrears 

100 percent of arrears on 
principal as of end-1979 

100 percent of principal 
and interest, including 
arrears as of April 1983 

100 percent of arrears 

100 percent of principal 

100 percent of arrears 

100 percent of principal 

1,598 

82 
490 

115 

55 

390 . 

646 

8.0 

17.4 

44.0 

57.5 

26.0, 

(In years, (In percent; spread 
unless otherviae noted) over LIBOR/U.S. Prime) - 

3 

3 

.1 l/2 
3 l/2 

6 l/2 1.75 

6 !/2 

1 i/2 
6 112 

1.75 

1.75 
1.75 

6’1/2 

7 l/2 

3 

4 

3 

7 

2 b 
.’ < 

2 

2 

,. . . 

5 months 

.’ ‘3 

9 montha 

1 314 

1 3/4 

.I 314 

1 314 

’ Settlement to be made in 1980 
in 3 equal inatallments 

6 months I l/2 Original rates main- 
tained. However, . . 

, spreads on Euroloan 
reduced to 1 l/2 

1 3 l/2 Original rate6 main- 
t’ . tained 

- 7 l/4 2 

- - 7 l/4 2 

321 An aqreement in principle was reached on both the amounts and the terms but has not yet been signed. All arrears as 
ofApril 30. 1981 are to be cleared before the finalization of the agkeement. The signing is also contingent upon a further 
agreemenf on the penalty clauses and terms. 

. * 
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Table 2 (continued!: .Terma and Conditions of Bank Debt Restructuring, 1978-October 1983 . ,, . . . . 

" -. -. .- _ .- 
Country, Date of Agreement, 

Basis 
Amount Grace Interest 

and Type of Debt Rescheduled .Provided Period L.. $aturity Rate . 
.:-. ._ 

1 . . 
- 

. . . . ._ . .., ._ 

.; : (In years, (In percent; spread 
1 I . : (USS -million) unless otherwise noted) over LIBOR/U.S. Prime) 

Turkey 
Euroloan of June 1979 33/ 
Agreermnt of June 1979- 

New financing (net) 

Banker's credits 
Agreement of August 1979 ' 

100 percent of principal 

Convertible Turkish lira 100 percent of principal 
deposit8 351 

Agreetint of &at iisi 
Third party reimbursement 

claims 
Agreewnt of March 1982 

100 percent of princi& 

Improve the maturity 100 percent of principal 
profile of the August 1979 
rescheduling agreement 

Uruguay 
Agreewnt of July 29, 1983 

New.medium-term loan " 
Short-term other than 

trade related 391 
Medium-term matu';rties 

falling due in 1983 
Medium-term maturities 

falling due in 1984 
r; 

Venezuela 401 
c 

RefinancG of short-term 
debt of public eecto? and 
publicly guaranted debt 

Rescheduling of maturities 
on medium- and long-term 
public debt falling due 
in 1983 and 1984 

Yugoslavia 
Agreewnt of October 1983 

Medium-term loans due in 
1983 / 

Short-ternhebt . 

\ I All debt payments due in 
first half of 1983 

New.syndicated loan 

. 

90 percent of principal.. 

90 percent of principal 40 2 

90 percent of principal 132 _ .,, 2;.; . 

100 percent of principal 

100 percent of principal 

kefinancihg of 100 per- 
cent of principal 

Rolled over (through 
either 1983 or 1984) 

100 percent of principal 
rolled over 

New.financing (net) , 

407 3 

429 341 3 -. I t. _.- ,: 1. 
. : ..,* , 

i*2p9,36( :,: 3.. I ' 

/ 
100' " 

‘, - - 
:. 

371 - 

I 

. . . . . . 

1,400 3 

1.800 2 

-- . . . 
600 '& 3.. .._ . 

3 38/ 
i. 

'i. 

6 . 
6 

. . ,I 314 

.; .I 

,2 114 - 2 
, 2 l/4 - 2 

6. 
: -6‘ : 
i 

. . 
: 

. . . 

2 114 - 2 l/8 

2 114 - 2 l/8 

'2 114 - 2 1ia e 
I 

. . , ‘0 - 
. . . 

. 

. . . 

6 1 3/4 

2 

180 days 
6 < 

1 3/4 
: . 1 314 

1 
1 $8” 

331 The disbureemant was to be based on letter of credit financing for imports. Other conditions for the first disburse- 
me= (50 percent) included making the first purchase under IMP stand-by arrangement and the signing of the agreement on 
convertible tible Turkish 'iira deposits. For the second and third disbursements (25 percent each), other conditions. 
included making the purchases under the IMV stand-by arrangement scheduled for November 1979 and March 1980. and the 
implementation of programs for third-party reimbursement claims and arrears on nonguaranteed debts. I , . 

34/ All previously rolled over. 
x/ Holders were allowed to svitch currency of denomination,' 

Ca&al Bank. 
with liability being'switched from commercial banks to the 

36/ USS2.0 billion rolled over prior to June 30. 1979; USSO. billion due in second half of 1979.. 
z/ The‘amount rescheduled is equivalenr to the sum of obligations ,resiheduled In‘June~and August’ 1979, including a 

new syndicated credit extended at that time. .f :. 

E/ The years shown represent the extension to the grace period and maturity'granted under the original'rescheduling 
arrangement. 

39/ The trade-related short-term debt was rolled over with the guarantee of the Central Bank of Uruguay until July 1. 
19s. 

40/ In March 1983, with the endorsement of the Steering Committee, 
ofyxternal debt owed to foreign commercial banks. 

Venezuela declared a deferral on principal payments 
The amount of short-term debt involved was about USSll billion. The 

deferral was extended until October 1. 1983. 
Yr 
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ANNEX 

Table 2 (concluded). Terms and Conditions of Bank Debt Restructuring, 1978-October 1983 

Country, Date of Agreement 
and Typ of Debt Rescheduled Basis 

haunt Grace 
Provided Period Uaturity 

Interest 
Rate 

‘(In years, (In percent; spread 
. (IJSS million) unless otherwise noted) over LIBOR/U.S. Prime) 

Zaire 4Jl 
Agreement of April 1980 

Arrears on principal as 
of end-1979 

76 percent of principal 

Principal payments due 
after end-1979 

100 percent of principal 

Zambia 
In process 

Principal payments of 
medium- and long-term 
public and publicly 
guaranteed unsecured 
debt, falling due 
between April 1. 1983 
and hay 31. 1985 42f - 

Memorandum item: 

Non-Fund members ’ 
Cube 431 

85 percent of principal 

. 
2 

r 

-8 I 

In Focess. asked by 
authorities in Septet 
bar 1982 

Medium- and long-term 
due during Septem- 100 percent of principal 
ber 1982-December 1985 

Poland 
Agreement of April 1982 401 

Medium-term debt due - 
March 26, 1981-Dec. 1981 95’ percent of. principal 

Agreement of November 1982 45/ 
Medium-term debt due in 

1982, including arrears 95 percent of principal 
on unreecheduled 
maturities due in 1981 

Agreement of August 1983 a/ 
Uedirmrtenx debt due 

during 1983 95 percent of principal 

287 5. 10 1 718 for 
first 5 years 
2 thereafter 

115 5 10 1 718 for 
first 5 year 
2 thereafter 

40 in the 2 5‘ 2 l/4 - 2 
firet year 

35 in the 
second year 

1,003 
(tentative) 3 10 . . . 

2,300 4 7 1 3i4 

2.3bO 4 7 l/2 1.314 - 1:1/z 

1,400 5 10 1 7/8 

Sources: ..Restructuring agreements, unless otherwise indicated; and Fund staff calculations. 

bl/ Bank debt refinancing agreement covers only syndicated loans (and other floating rate loans) without creditor country 
guarantee. 

42/ Data shown in the table are those indicated in the banks’ proposal. 
anTpublicly guaranteed debt. 

Payments cover principal repayments on public 
The agreement is subject to payment of interest and principal payment arrears. In addition, 

three other conditions have to be fulfilled, i.e.. (l).an operative stand-by with the Fund has to be in place; (2) an 
agreement has to be reached with the Paris Club regarding debt service falling due in 1983 and 1984; and (3) all interest 
payments have to be kept current. 

43/ Information based on the Cuban authorities’ request of Septsmbar 1982, as reported in the press. 
q/ The agreement, vhich covers maturities due during March 26-December 31, 1981. was effective May 10, 1982. Short-term 

facilities and interbank deposits were specifically excluded. 
451 A six-month trade credit, revolving up to three years was extended under separate agreement; the amount of the credit 

was equivalent to 50 percent of the USS1.l billion in intereet due. 
461 A six-month trade credit, revolving up to three years, was extended under separate agreement; the amount of the 

credit was equivalent to 65 percent of the USS1.l billion in interest due. 
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Table 3. Evolution of International Bank Financing 
to Certain Non-Fund Member Countries, 1978-82 

ANNEX 

1978 ,I979 1980 1982 . . . . . ,_..I . . 198! 

.- ’ 
.Px~centage growth rates of banks’ . . 

claims on certain non-Fund 
-. . . .-members l/ - .’ .s. 

’ 
Centrally Flanned 

econoiies 21 
Countries which - 

20 

rescheduled 31 28 
Other countries 17 

_ :‘ 
. ; 

: . 
c. 

: :; 

. <(/ 

Bank debt with less than 
one yeer remaining to ‘, . 
maturity as a percent- 
age of total bank debt 

Centrally planned 
economies 21 

(mean) G/ 
(medianr 

Countries which 
. rescheduled 3/ 
Other countriee 

(wan) 4/ 
bean) ‘i;/ 
@dian?j 

Bank debt with less than . .‘:‘. 
one year remaining to 
maturity as a ratio to 
total claims on banks 

Centrally planned 
economies 21 

Countries which 
rescheduled 31 

Other countries 

Undisbursed commitPants 
as a percentage of 
total bank debt 

Centrally planned 
economies 2/ 

. . 
. Countries which 

rescheduled 31 
Other countrie< 

1 . * _I I :i 

Memorandum items: 

(man) 
(median) 

(mean) 41 
(mean) T/ 
(medianT 

Percentage growth rates 
of banks’ claims on 
certain non-Fund 

, &n&era during : the 
period 1977-81 _-.. 

Centrally planned.’ - 
.economies 21 , ,. . _ 

Countries whTch 
! . 

rescheduled. 3/, h/ . L :. ; 
‘Othhr .countries’ 

___ : 

15 5 2 

26 -1 -4 
10 8 5 

i2 . 21’ ; 
46 43 
46 41 

45 40 
46 .- 42 
46 41 

- 
38 
40 
39 

44 
39 
39 

43 
43 
63 

45 
43 
43 

1.67 1.35 1.35 1.56 
2.48 2.45 3.02 2.78 
2.37 1.86 1.34 1.37 

4.35 5.18 7.53 6.41 
1.73 1.36 1.22 1.33 
1.82 1.38 1.21 1.14 

27 
17 
15 

22 
15 
15 

. . 

19 
13 
10 

15 
12 
10 

. 

17 
14 
13 

15:. 
13 
13 

. . 

_*. 

13 
‘11 
12 

_ 8 
.12 
12 

: 

‘. i 

. . 

: . 

: ‘, 

. -. , 

i9’ 
39 k 
39 

39 
40 
39 

i. 

1.11 . . 
1.92 
1.20 

3.83 
1.15 
1.13 

15 
11 
10 

. .‘5 
- lb 

13 
* 

10 5/ 

Il.51 
10 11 

Source: Calculations based’on data from the Bank for International Settlements. 
International Bankin Developments and The Maturity Distribution of International 

’ ’ Ba;: Lending. ’ .I 
Weighted average rates of grovth for each country group. Derived froxdaca 

.‘on the stock of claims, which were not adjusted for exchange.rate variations. 
2/: Mainly Eastern European countries, excluding’lund members, North Korea, and 

C&9. 
3/ Cuba and Poland. 
T’I &weighted average. 
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31 .Average annual compound rate of’change for the period 1973-1982.’ 
/ With respect to fluctuations in financing flows. the experience of Cuba and 

Poland appears CO have been broadly similar to that of the Fund member countries. 
Cuba’s debt grew by more than 20 percent annually during 1975 to 1978, but the 
growth rate fell to less than 10 percent in 1979, and outstanding bank debt 
declined significantly in 1980 and 1981. A small bank loan syndication was 
arranged in 1981. but there were no others after the debt renegotiation talks were 
initiated in late 1982. Poland’s hank debt grew at an average annual rate of over 
30 percent between 1975 and 1979. In 1980. outstanding bank debt ceased to grov- 
Poland was unable to raise new syndicated commitments-and in 1981, the year 
rescheduling talks started, it declined slightly. 
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