
DOCUMENT OF INTERNATIONAL MONETARY FUND 
AND NOT FOR PUBLIC USE 

MASTER FILES 
ROOM C-525 0451 

EBS/98/223 

CONFIDENTIAL 

December 18. 1998 

To: Members of the Executive Board 

From: The Secretary 

Subject: Review of Access Policy and Limits Under the Credit Tranches and the 
Extended Fund Facility and Review of the Supplemental Reserve Facility- 
Background,Information 

The attached paper provides background information to the papers on the review of access 
policy and limits under the credit tranches and the Extended Fund Facility (EBS/98/222, 
12/18/98) and on the review of the Supplemental Reserve Facility (EBS/98/214, 12/g/98), 
which are tentatively scheduled for discussion on January 6 and January 13, 1999, respectively. 

Mr. Bennett (ext. 38784) or Mr. Corr (ext. 38774) is available to answer technical or factual 
questions relating to this paper prior to the Board discussion. 

An: (1) 

Other Distribution: 
Department Heads 



‘. 



CONFIDENTIAL 

INTERNATIONAL MONETARY FUND 

Review of Access Policy and Limits Under the 
Credit Tranches and the Extended Fund Facility 

and Review of the Supplemental Reserve Facility- 
Background Information 

Prepared by the Policy Development and Review Department 
and the Treasurer’s Department 

Approved by Jack Boorman and Michael G. Kuhn 

December 18, 1998 

1. This paper provides background information for the review of access policy and limits 
under the credit tranches and the Extended Fund Facility (EFF) and for the review of the 
Supplemental Reserve Facility (SRF).’ It comprises two sections. Section I reviews access in 
individual arrangements over the past year under the credit tranches, the EFF, and the SRF, 
and Section II discusses the prospects for members’ financing needs. 

I. RECENT APPLICATION OF ACCESS POLICY 

2. Within the present annual and cumulative access limits (100 percent and 300 percent 
of quota respectively), access in individual cases continues to be guided by the criteria spelled 
out in 1983~the member’s balance of payments need, the strength of its adjustment effort, its 
capacity to repay, and its outstanding use of Fund credit and record of past use of Fund 
resources.* Between 1992 and 1997, one of the most important factors in determining access 
within the limits was the opening up of the transition economies: with higher financing needs, 
nascent relationships with other potential sources of financing, and lower outstanding use of 
Fund resources, transition economies tended to have higher access than other members 
(Table 1). More recently, however, the importance of these factors has begun to lessen, so 

’ “Review of Access Policy and Limits Under the Credit Tranches and the Extended Fund 
Facility and Proposed Access Limits under Special Facilities and the Enhanced Structural 
Adjustment Facility in Connection with the Quota Increase”, and “Review of the 
Supplemental Reserve Facility and Preliminary Consideration of a Contingent Credit Line”, 
EBS/98/214, December 9, 1998. 

’ “The Chairman’s Summing Up at the Conclusion of the Discussion on Criteria for the 
Amount of Access in Individual Cases”, December 2, 1983. These criteria continue to apply, 
mutatis mutandis, under the current access limits. 
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Table 1. Access Under Stand-by and Extcndcd Armngsmcnts By Year of Approval, 1992.1998 I/ 
(as of Dexmber 2,199s) 

(In pcrccrzf of quota unless otherwise indicated) 

1992 21 1993 1994 1995 1996 1997 1998 3/ 

*wage enousl scEe.u 

Stand-by and extended 4151 
Transition 
other 5/ 

Avemp anmud accey including 
asoclnted STF purchases 
Stand-by and extended 4151 

Transition 
Other 51 

Range Of annuel PEEellS 5/ 
Stand-by4i 
Extended 

Usd of Fund adit at 
begtIMing of arrangtment$ 
includtng special factlittes 7181 
&r&by 81 cxtcndcd, average 41 Si 
Transition 
0th 51 

Gms Fund liinocing 8s prcent 
of gross rmancing need 
Stand-by & extended, avcmgc 4151 

Transition 
Other 

Number of amangmenb 
Stand-by and extended 4/ 

Transition 
other 

37 32 35 50 40 61 36 61 46 
49 33 28 61 44 6/ 40 50 
30 32 39 37 37 6/ 28 61 36 

37 45 42 57 40 6/ 36 61 46 
49 56 50 73 44 61 40 50 
30 33 39 37 37 61 28 61 36 

IS-60 IS-60 II -68 24-100 IS-80 24-69 20.81 
15-47 20-28 17.43 33-43 17-55 27-45 45-55 

47 64 71 55 95 95 107 
32 65 85 61 106 lo6 121 
55 62 64 46 82 82 99 

10 II 9 14 12 12 15 
II 14 15 21 15 15 13 
10 7 6 7 8 8 16 

20 15 22 22 19 19 10 
8 8 7 12 10 IO 3 

12 7 15 10 9 9 7 

Commttted msoui-c~es (in bns of SDRs) 91 7.0 3.1 3.8 22.1 11.6 28.5 30.6 

Source: Staff cstimatcs based on data from Executive Board documents. 

I/ Simple arithmetic avsragc$ reflects amount and dumkm of arrangcmcnfr, at the time of initial approval; excludes potential access under 
extemal contingency mechanisms and other augmentation. 
2i Figures cxprcsscd in tams of quota have ken calculated on the basis of the quotas prevailing in 1996. Expressed in terms of 

eontcmparanaus quotas. such figures for the p&d 1991-92 would be about 50 percent larger than shown here. 
3iAs ofDecember2, 1998. 
41 Including first credit tmnche armngemcnts. 
S/Excluding arrangements which exceed the annual and cumulative limits-i.e. Mexico in 1995 and Thailand, Indonesia and Korea in 1997, and 

Indonesia and Brazil in 1998. The average annual access for 1995 including Mexico would k 70 percent of quota, for 1997 including. 
Thailand, Indonesia and Korea, it would be 97 percent of quota and for 1998 including Indonesia and Brazil would be 74 pewnt of quota. 

61 Excluding the EFWESAF blends approved for Azerbaijan in 1996 and Pakistan and Yemen in 1997. 
71 Special facilities include CCFF. STF, SAF, and ESAF 
81 The STF expired onDecember31,1995. 
91 Includes augmentations in the approved year. 
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that access levels for transition countries and non-transition countries have started to 
converge.’ Instead, the most important recent development in the area of access has been the 
emergence of large-scale arrangements relating to crises of capital market confidence, which 
initially took a number of arrangements well outside the access liits (through a finding of 
“exceptional circumstances”) and which, more recently, have featured the establishment and 
use of the SRF. 

3. Abstracting from these high access cases, however, access under the credit tranches 
and the EFF has remained relatively steady. In the thirteen months since the last review, 
annual access, for the ten arrangements that did not exceed either the annual or cumulative 
limits, has averaged 42 percent of quota (Table 2). This figure is comparable to the average 
annual access for arrangements approved in the previous twelve months of quota (Table 3).’ 

4. As always, these averages mask significant variations among individual cases, 
reflecting the different circumstances of each member in terms of balance of payments need, 
strength of program,, and capacity to repay. Anrmal access since November 1997 has ranged 
from 26 percent in Cape Verde to 8 1 percent in the Philippines. Three of the four low level 
access cases (below 30 percent of quota) were for arrangements intended by the authorities to 
be precautionary on approval (Cape Verde, El Salvador, and Estonia). Two other originally 
precautionary arrangements, however, had higher levels of access-Argentina (45 percent) 
and the Philippines (81 percent). Access under the latter’s 24-month stand-by arrangement, 
which touched 100 percent during the period of the arrangement, reflected the country’s 
proximity to the center of the Asian crisis and corresponding vulnerability to external tinancial 
shocks.5 The range of access for non-precautionary arrangements was narrower at 27- 
55 percent of quota. 

%e the 1995 Review of Access Policy and Limits (EBS/95/165) for a discussion of the 
differences between transition and non-transition countries in terms of access policy. 

‘Excluding the arrangement for Thailand, which exceeded both the annual and cumulative 
liits, and the extended arrangements that were blended with ESAF arrangements, average 
access under arrangements approved in the twelve months to October 1997 was 39 percent of 
quota. Including the blended arrangement and including also purchases and disbursements 
under other facilities (CCFF and ESAF), average annual access was 46 percent of quota. 
There were no blended arrangement or new arrangements combined with the CCFF in the 
succeeding thirteen months period. 

‘Although annual access under the Philippines’ stand-by arrangement was only 8 1 percent of 
quota, access over the 12-month period March 1998-February 1999 (which took account of 
the final purchase released under the previous extended arrangement), as well as access over 
the 12-month period March 1999-February 2000, was scheduled to reach 100 percent of 
quota. 



T&A 2. AEE~ under Stmld.by and Eximdcd Armgcmcnu Approved during Novalta I, 1997 - Dsccmkr 2 1998 

(,n pmnl ofpm unlerr othewi.w indicorrdi 

Effcctivs *verrgs Asloointed Pumbcs A”cr.gc Al!nual emu Fund FtiOing/ 
Dab of oura,im AM(yII “CKh AC&Sal u* Au arm Financing Need 61 

,k&lplcnt l?iWZlhf, AcDIaa Ii CCFF zi ESAF 3141 Fsoili,ics 5, (In pemsnt, 

“Dow wedi, t,onc*e Lw.48 

Bomia and Hsncgavina OJrB198 12 50 - - 50 t 
Brazil 10, *2,02,9* 36 200 -- 200 8 
cape v-c& 02/20198 14 26 - - 26 2 
El Sal”*r 09123198 L7 20 20 40 
Edhlia ,2,,7,97 L5 2s . . . 28 3 
Mm& 81 lllOJi97 36 163 - - 163 27. 
Korea 9, Lv34197 36 646 .- .- 646 32 
Philippim 04,0,/98 24 81 . . - 81 16 
Zti~bwr 06101198 I3 46 - - 46 17 
~~~~~~~~~~~~:~~~ ~~:‘-i:-‘i;i-,;_::~:ii:~~:,,:;~,-i~:I~;l;j,,~~:::~,:i--iii $;;r;, :I,;: x;:;,: ‘;::--ig:::i?; :, -,i:~i-i~-‘hz,~:Il;~:~:::i;: L;,:y:;::_ ~_:;:ij:‘i_:::~i~_ ;:: : ~ ‘!;q;;, f :, .;, {j ;:+ :;:_;;; ::, $ i,, $ p~,i :y~, jj,:;ig;;,; ; :, 

Extended cmunk-emen* 

Aqmtia 02/04198 36 45 . . . 45 4 
Bulgtis W/25198 36 40 . 40 22 
hdoncri~ o*mm 26 144 -. - 144 II 
Pmama *2/10/W 36 27 . 27 6 
LkrainS 09104198 36 55 . . . 55 I5 

g&g ~~~~~~~~~~~~u~~~~~:,:i:, $:_::::;;:j ~~_i:i:jjii:;::i:i: :;:,j;;;.jii?:~i :2: ~~,~~~~~~:-:;;:i’~~, ;ij{,j:‘i:: 1: y;; :/:_i ;;:;, 1:; ~ :y : ;:, _; i:_:I_j::_::;:j :;j$ i y ;:_:j ;_i;:;:;;; f; ~~~:,i~:;,~;:,-~2-::: sj j:;li,I~ 

,,,: ,,::~,: ,,,~, ,,.::i~,~, ,. :: ,c:E,E::::: ,.,:,:, ,,: ~,:~,j~: ~: ,~: ,... :.:~,. ,.,~, :~ ~I,I,i,,~F~~: ,.,, ::,::,::~:,: ~~,,~,,:,:, : ,~~ .~:~,~$,::: ,,,,, 
~~~gc.~~‘+~~ ~~~nsaenn,,7!:_::ii~,:~,,_:,_::;,,_j !;!,I gj:: :;.::< ;y; ;;: i:_ i-j, ;,lI:I ;i :: ,:--; c ;_:,:~ _. !~‘;&:,‘.: j !,.I_ :p44: .;:‘~!vii:!:, / :I:; :,:,$<><j.!::;;‘,i:,: ‘; j:+ .:~Li ;~ .$ ?P: i /.;; ::j: :yq:$&,,<& I/: :; ;~;:i _ ‘~ ;, j~,~ jl~,/_ L;::$ ;:;: ~ :; :J& 1.11,: ::yj 

:,I:.~:i.,..~~,:,:,,::, :,,:, :.~,. .:~ :,:~:::: :,, :,:, ,:,.: ,:, ,,:., :~:,, ~,: ,..,,,.,.,,.. ..,..,, ..,.,,. :~. ;~ ~. 

SOWCG Exooutiw Board oooummb Md ,ticatimatu. 

Note: On he 1. ,998 the Eumulve Baad apgmwd a rcquert to augm.3 Djibouti’s SBA by SDR 1.65 mi,,im (14 permu! of quota). no Indonesia ?a* vms 
wgmmld by SDR 1 billion (67 percal of quota) an July L5, raising the. toW access under WrangancIu to SDR 8.3 biliion. Russia’s EFF was augmmid by SDS 
6.3 billion on July 20, wilh SDR 4 bi”i0” of the a”gmented amount being mnde a”ni,sble under Ihc SW 

Ii TOM amount ~pprcwcd divided by number of yean ofths mmnpmmt. Rcflcotr amounta qmcd al the time of initial approval ofmmgnnmt, cmludca potential aocecu 
under cxtnnd oo”tin*eMy mschanumr and other lupoo~tim 
21 pvrshusa co”i#c& ., the time ofapprwd of ws of Fund rc*.ayIEes hOl”diq the entire ~mnu under phased &awing pmdurc. 
31 herags aMull (Ic*cFI under ESAF 
4, Thlhc STF sxpid on Dcsedw 31, ,995. 
5, hlvding MY dia-mcnu ill&r ESAF, na WC,, a9 pamhsn ImdcI CCFF at* sm. owurring dtiing the pcriad of the arrsngcmCL. 
61 Orou Fund hanring indudes all ue of Fund rcaowca in supp” of propm ~ndef nmnpmmt and awooiatcd purchrrca that were utimtioipaed nt the tims of 
appm”.l. orals rulancin* need id dcsncd a3 the sum CJfths slrrrht *occim* d&il (cxcludulg ptw mnoniutim ofmulmitis, in cxccu of CQC pr (includin* 
Flmd rspurohsa~, the targclcd rcdmim in 6lrcma an* the largslsd bua&Q in gr’oD rwnea. Figw. my be satimam bad ml infonmtio” *“~i,ab,c for period 
rncwf ololsly corrcrp0ndiP.g to the pmgmm period 
71 sir+ tittmCli0 wsngs. 
81 Ths Fun& *m in Ihs finmsiq pa&F for*c “fral Lis ofdcfcruo” 0fUSS 18 billim wu 55 pmt. 
9, The Fuda rbrs of the gmra ti”Mohg need in Ills fun yeat aftis ammgmmt was 5 1 pcromr an* tie share in the fkmnsing packngs for the “tin, lins of 
defend ofUSS 35 billion wu 60 psmcnL 

IOi Tk Fun& ahsrt oflk tdn, finmom* pacliqc of”Sw.6 billion iI pewxnt and ita &arc ofthe grosd sm.ing need in the 6nt year ofulc amngsmmt ia 17.4 pemmt. 
I,, Excluding Iwknsria, Korsa and Brazil. 
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Table 3. *ccwr under Stand-by and Extcadcd Amngcmcnll Amro”cd during Nwsnlk 1. 1996 - October 31, 1997 

(7n pcrcm, ofquo,,? vn,m orhwwi~s indicated, 

msctivs Avcngs Associated Rvchucl *vsrags ANwal Gmw Fund Financing 
D.tr of lhmrim AMurl ““k Accsra ““de7 All Gmsr Finming Need 6, 

*ngmnsot (IllOlh, Acsws 1, CCFF u ESAF 3141 Facilitisr 9 (In parcen,, 
J&p’ credi, tmnchc s&4$ 

‘3Bndrd arrcmwmn,, 

cmzur 3/Lu97 36 45 45 8 

mended ‘7rr~nPbmentl Wh Es,@ 

Ambrijm L?/ZO,% 36 17 21 43 6 

PhirIm IOR 36 20 30 50 8 

YsmshRspublic of 10129197 36 20 JO 70 9 

Note: In addilion to tic uran*cmmb appmvcd Y shown hrvc, *cczsa was ~ugmentsd during this ptiad for the foilowing nnangcmcn~: Djibud, (SBA initially 
Jppmved 4/W96). by 17.4 pmcml ofquota; Jo* @IT initially .ppmvsd m/96,, PY 30.6 Perce”tafquw Pd&uriw3Atiti~llya~ovz* wnmr,, byx2gcrcml 
a‘quoh: Peru (EFF initially appmve* 711196), by 11.1 percent of quota: and the Philippmcs @FT- kitidly Lppvsd 6124194). by 50 plFCnt dquota. Ihc armngsmcnts 
for Djibouti. PaLiNR on* the. Phiiippinu were also cxtcndcd. 

Li Tota, amDun, rppmvs* divided by rumbsr ofycan oftis amngcmmt Rsnscur LrnOUOb rpcd II dls tim afixliti.l apprwd ofamngsmmt; cxs,v*cr pomua, ICCS,il 
under utcma, cmubgsacy mcchurirnu and oclthcr qnle.taiim. 
Uhchca mvisagcd at the time ofappv*l of me ofPun* Iucwccs including BC e&c amomt wdcr phased drawing procsdurs. 
31 *vcr.gs .M~L 1EECI1 mdcr ESAF. 
41 llllhc SIT upid on Dceembcr31. 1995. 
5ilncluding any dllbwvmnu under ESAF, as we,, aI p-r under CCFF and SF. acctig *Lvmg tic polio* ofthc amngemm,. 
6/Gmu Fund fvw”cing tishdsr 111 WC OfFund lcsoulEu in ‘uppmt ofpmpm urdsr l”l”gcmerd arId a.wociatd purchuw thrt WCC anticipated 2, tic time of 
approval. &oar !inancing nscd ir *dud as the rum ofthc current account deficit (sxchding pn!s], rmortizrtion ofmluritict in excess ofonc year (including 
Fund rcptiscs), the tugacd duction in a115a.n nnd *c urge* buildup in pa IWcN*I. Figwu MY bs WtimrLca b*,sd on infomution avaihbic far period 
most dorely EaMponding to L!w pm&mm psliod. 
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5. Aside from high access and/or SRF cases discussed below (Indonesia and Russia), 
only one arrangement was augmented during the period since the last review: Djibouti’s 
stand-by arrangement was extended for 9 months and augmented by 14 percent of quota (to a 
total of 72 percent of quota, for a three-year arrangement).6 

6. Since November 1997, four members have been granted access to Fund resources in 
excess of the prescribed limits (on the basis of “exceptional circumstances”) and/or the SRF, 
all of them with heavy front loading. Two stand-by arrangements, approved prior to the 
establishment of the SRF, involved access well in excess of both the annual and cumulative 
access limits-those for Indonesia and Korea. The arrangement for Korea was soon modified 
to provide a large share of its resources through the SRF, while the arrangement for Indonesia 
was later augmented with additional credit tranche resources, and then replaced by an 
extended arrangement. Some six months after the introduction of the SRF, the existing 
extended arrangement for Russia was augmented with both additional EFF and SRF resources 
(as well as supplemented by access under the Compensatory and Contingency Financing 
Facility). Finally, on December 2, 1998, a stand-by arrangement involving use of SRF 
resources was approved for Brazil. 

7. Following a severe loss of investor confidence, Indonesia was granted a stand-by 

arrangement in early November 1997, amounting to SDR 7.3 billion, or 490 percent of quota. 
With this contribution, the Fund was providing a little over half of a total financing package of 
US%18 billion.’ Of the Fund’s resources, US$7% billion (371 percent of quota) was to be 
made available in the first year. During the tirst months of the program, policy implementation 
(with repeated reversals) and political unrest led to a continued loss of confidence and low 
rate of rollover of maturing external obligations. As a result, the program had to be 
strengthened and supported by a voluntary debt restructuring scheme, and, in July 1998, the 
arrangement was augmented with additional credit tranche resources (67 percent of quota). It 
was clear by this point that the continuing crisis in Indonesia owed much to deep-seated 
structural problems and that it was not likely to be resolved quickly, so that an augmentation 
using SRF resources would not have been appropriate. In recognition of the structural nature 
of Indonesia’s balance of payments problems, in August 1998 the remainder of the stand-by 
arrangement was converted into an extended arrangement (with the same access). 

8. Like Thailand and Indonesia before it, Korea suffered a collapse of capital market 
confidence in the final quarter of 1997. In early December 1997 Korea was granted the largest 
ever Fund arrangement (SDR15.5 billion, or 1,938 percent of quota), with the understanding 

6There were also short extensions to Ukraine’s stand-by and the Philippine’s extended 
arrangements without any change to access. 

‘In addition, a number of countries pledged their willingness to consider supplementary 
support (a “second line of defense”), totaling some $20 billion, should adverse external 
circumstances create a need for further resources. 
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that much of the resources provided under this arrangement would come from the SRF once 
this was established. The Fund’s support represented some 60 percent of a total financing 
package of about US$35 billion.* US%19 billion (1,758 percent of quota) was to be provided 
in the first year. At the time of the first review (and second purchase), two weeks after 
approval, the arrangement was modified to provide for purchases scheduled for the ensuing 
twelve month period (amounting to 1,244 percent of quota) to come from the just-established 
SRF rather than the credit tranches. The program’s financing objectives were assisted shortly 
thereafter by a concerted rollover of commercial bank debts by external creditors. At the same 
time, the schedule of Fund purchases was modified to increase the degree of fiontloading. 

9. In July 1998, Russia became the second user of the SRF. In response to intensifying 
financial market pressures and in support of a substantially strengthened policy package, its 
extended arrangement (which had originally been approved in 1996) was augmented by 
54 percent of quota in EFF resources (up to the annual access limit) and 93 percent of quota 
in SRJ? resources. At the same time, a 50 percent of quota purchase was approved under the 
CCFF to compensate the country for a shortfall in (oil) export earnings. Some additional 
financing from the World Bank was also secured, and a limited voluntary debt conversion 
scheme was simultaneously undertaken. 

10. In December 1998, a three-year stand-by arrangement involving use of the SRF was 
approved for Brazil The Brazilian arrangement totaled SDR 13.0 billion, of which 
SDR 3.9 billion (180 percent of quota) from the credit tranches and SDR 9.1 billion 
(420 percent of quota) from the SRF. Ah but 80 percent of quota is phased to be available in 
the tirst year of the arrangement. The Fund’s support represented a little over 40 percent of a 
total package of some US%42 biion, including contributions from other multilateral 
institutions and bilateral support from a number of industrial countries provided through, or in 
coordination with, the Bank for International Settlements (BIS). 

ANDBALANCEOFPAYMENTSNEEDSOFMEMBERS 

11. The dominant feature of recent global economic developments is, of course, the crisis 
in emerging markets, Affecting mainly Asia last year, the crisis has spread to involve other 
regions, especially since the Russian devaluation and debt default of August 17, 1998. 

12. According to the latest (interim) WE0 projections (discussed by the Board on 
December 16) and reflecting the crisis, the ‘gross financing needs” (GFN) of past users of 
Fund resources are projected to expand only slightly during the 1998-2001 period, compared 

‘In addition, bilateral creditors pledged some US%20 billion in supplementary contingent 
support on a similar basis as that provided for Indonesia. 
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with 1994-97-m contrast to a continuing sharp rise predicted last year (Table 4).9 The 
downward revision is con&ted to the group of countries with capital market access, and 
reverses the sharp upward movement noted beginning two years ago in the 1996 review of 
access policy (EBS/96/163), while GFNs of countries still reliant on official financing have 
increased slightly. For countries with access to capital markets, the slow expansion of needs 
overall during the 19982001 period masks a decline in 1998-99, followed by growth in 2000 
and beyond (Pigure 1). 

13. As has been stressed in earlier reviews, GFN is an imperfect indicator of possible 
future strains in members’ external positions. First, it takes no account of the need to roll over 
short-term debt (a shortcoming which the present review attempts to begin to remedy below), 
nor does it take into account the possibility of capital ourflows. Second, a change in gross 
financing “need” may reflect changes in the supp& of financing as much as in the demand for 
financing-although, as was emphasiid in last year’s review, high GP’Ns imply significant 
vulnerability even ifthey are driven by the availability of capital inflows. This year, it is clear 
that the projected contraction of the GPN of members with capital market access is 
symptomatic of a pronounced reduction in the availability of capital intlows. 

14. Among countries with access to capital markets, much of the revision since last year is 
concentrated in Asia, and especially in Indonesia, Korea, Thailand, and the Philippines, whose 
combined projected annual (narrow) GFN has shrunk to some SDR 12 billion, from over 
SDR 50 billion expected last year and almost SDR 40 billion in 1994-97. But the projected 
GIWs of other countries also show significant downward revisions, being now only 50 percent 
(versus 70 percent last year) above their level of 1994-97. For members with capital market 
access overall, projections of current account deficits have been dramatically revised. 
Projected deficits, which explained the bulk of the increase in overall GFN as projected last 
year, have now been revised down to a third of their earlier level, and are expected to fall to 
about three quarters of the level recorded during the 1994-97 period. Amortization, on the 
other hand, has been revised up, reflecting, in part, the rollover and restructuring of short-term 
debts into medium-term maturities (of two to three years) that has been a feature of the 
adjustment in some of the Asian countries, as well as the general tightening of market 
conditions which is forcing other emerging market economies to switch to medium-term from 
longer term borrowing. At the same time, even with the contraction of current account 

‘The narrow definition of gross financing needs comprises the sum of current account deficits 
(excluding official transfers), amottization payments on debts in excess of one year’s maturity, 
and repurchases and repayments to the Fund. The broad definition comprises the narrow 
definition plus the clearance of arrears and the accumulation of official reserves. As discussed 
tirther below, neither definition includes short-term debt repayments; the stocks of short-term 
debt, as projected in the WEO, are shown as memorandum items in Tables 4 and 5. “Past 
users” are members that have used Fund resources (either GRA or SAFESAF) since 1985. 
Compared with previous reviews, the separate category “transition economies” has now been 
dropped, and the relevant countries reallocated to the other two categories, as appropriate. 
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Table 4. Gross Financing Need of Past Users, 1994 - 2001 l/ 
(in billions of SDR) 

1994.97 

Annual 

1998-2001 Annual Average 
Fall 1997 Fell 1998 

Average WE0 WE0 

With c&al market access (49) 213/ 
Current account (excl. official tramfen) 64.9 148.9 48.7 
Amortization (incl. Fund reporchases) 93.6 109.4 140.1 
Narrow gross financing need 158.5 258.3 188.8 
Reserve accumulation and arrears clearance 45.2 36.9 31.3 
Broad gross financing need 203.8 295.2 220.1 

Memorandum item: 
Short-term debt stock 232.7 259.3 

Deoendent on off%Al financinc (641 2141 
Current accouot (excl. official transfers) 11.0 13.8 16.9 
Amortiz.ation (incl. Fund repurchases) 9.6 8.0 8.8 
Nnrrow gross financing need 20.6 21.8 25.7 
Reserve accumulation and arrears clearance 1.5 4.4 6.8 
Broad gross fmancing need 22.1 26.2 32.4 

Memorandum item: 
Short-term debt stock 17.3 12.0 

Source Staff estimates based on data from the World Economic Outlook database 

11 “Narrow gross financing need” comprises the sum of current account deficits (excluding official transfers) 
and amortisation payments (including Fund repurchases and repayments). “Broad gross financing need” include 
the narrower measure as well as rewve accumulation and clearance. of arrears (actoal or pmjected as appropriate 
21 Number of countries in parentheses. 
31 Countries with capital market access defined as those which have either sought a sovereign credit rating or 
have since 1995 issued bonds on capital markets. 
41 All other countries. 
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Figure 1. 
Narrow GFN in SDR Billions and in percent of Quota 

0 Countries dependent on ofW4al financing 

0 Countries with capital market access 

1991 t 992 ,993 ,994 1995 19s6 1997 199s 1999 2lxu 2w1 

7w 

-cwntrtes wim Capital market access 

IW 
- - - Counth dependent on officiat fnancing 

,991 1992 1953 ,994 1995 1996 19gl 199s 1999 2ow zoo1 

Sources: WE0 and StaffEstimates 



-11. 

deficits, the projected (narrow) financing needs of countries with capital market access remain 
high-annually some SDR 189 billion, or an average of about 575 percent of quota (Table 5). 

15. Past users of Fund resources with very high prospective (narrow) GFN (an average in 
excess of 1000 percent of quota during 1998-2001) currently include Argentina, Azerbaijan, 
Brazil, Lithuania, Mexico, Nepal, and Turkey. Indonesia, Korea, and Thailand, ah of which 
were in this list last year and the year before, have now dropped out, reflecting the onset of 
their crises and the major adjustments that are underway. Malaysia, although no longer 
designated a “past user’under the definition noted above, would also now drop out ofthis list. 

16. As noted in earlier reviews of access policy, gross financing needs have not 
traditionally included measures of short-term debt stocks in the aggregates. In part, this 
reflected the fact that, until fairly recently, most short-term debts were of a type-e.g., trade 
financing-for which rollover was a reasonably safe assumption. Also important (and not 
unrelated) was the fact that short-term debt data were not, in the past, of sufficiently good 
quality or reliable enough to provide a firm basis for analysis. The events of the past year, 
however, have clearly demonstrated the dangers of undue reliance on short-term debt, 
whether public or private, and efforts have been redoubled to improve the quality and 
coverage of short-term debts in the WE0 exercise. Although no doubt there remain 
considerable margins of error in the data, the current global data set is now considered to be 
sufficiently reliable to begin to inform our understanding of potential financing needs. 

17. Figure 2 shows the evolution of short-term debt stocks during 1991-1997, in SDR 
terms and in relation to quota, with projections from the WE0 for 1998 through 2001. Short- 
term debts stocks rose steeply during the 1991-96 period-more than doubling to 
SDR 258 billion-until the current crisis resulted in a significant part of these stocks being 
either paid off or rescheduled/rolled over into longer-term debt.‘O After declining during 1997 
and 1998 (to a low of SDR 242 billion), stocks are expected to recover during 1999-2001, but 
at a slower pace. 

%ad this exercise in projecting short-term debts stocks been undertaken during last year’s 
review of access policy, it would have yielded what can be seen, with hindsight, to have been 
seriously misleading results: the path of short-term debt stocks was estimated to have been 
much flatter during the 1991-96 period. The recent crisis has clearly resulted in a considerable 
improvement in these data. 
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Table 5. Gross Financing Need of Past Users, 1994-2001 l/ 
@I percent of quota) 

1994-97 1998-2001 Annual Average 
Annual Fall 1997 Fall 1998 

With wital market access (49) 2/ 31 

Average WE0 WE?0 

Current account (excl. official transfers) 
Amonimion (id. Fund repurchases) 
Narrow flaming need gross 
Reserve accumulation and arrears clearance 
Broad financing need gross 

Memorandum item: 
Short-term debt stock 

Dependent on official financing (64) 2/ 4/ 

254.9 389.5 235.1 
227.0 267.8 340.7 
481.9 657.2 516.4 
132.6 79.7 103.2 
614.5 136.9 679.6 

534.7 . . . 588.0 

Current account (excl. official transfers) 291.3 302.7 330.4 
Amortkation (incl. Fund repurchases) 120.3 119.7 123.5 
Narrow financing need gross 411.6 422.4 453.9 
Reserve accumulation and arrears clearance 70.8 50.3 92.7 
Broad financing need gross 482.4 472.7 546.7 

Memorandum item: 
Short-term debt stock 172.5 . . . 147.5 

Source: Staff estimates based on data from the World Economic Outlook database. 

li “Narrow gross financing need” comprises the sum of current account deficits (excluding official transfers) 
and amonization payments (including Fund repurchases and repayments). “Broad gross financing need” includes 
the narrower measure as wet1 as reserve accumulation and clearance of arrears (actual or projected as appmpriate). 
2/ Number of countries in parentheses. 
3/ Countries with capital market access defined as those which either have a sovereign credit rating or have 
1995 issued bonds on capital markets. 
41 All othercountries. 
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Figure 2. 
Stock of Short-term Debt in SDR Billions and Percent of Quota 
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18. Now that short-term debt data are more reliable, it is possible to construct an 
expanded definition of financing needs, which adds to (narrow) GFN for a given year the 
entire stock of short-term debt outstanding at the end of the previous year.” The resulting, 
“augmented” GFN captures the amount of financing, maturing beyond the end of that year, 
that the country needs in a given year.‘* As is evident from Figure 3, this augmented detinition 
behaves much as does the narrow definition of GFN reported in Figure 1, but at significantly 
higher levels, emphasizing the magnitude of the risks that countries with capital market access, 
especially, are exposed to. Past users of Fund resources with prospective augmented GFN 
above an arbitrary threshold of 2000 percent of quota include Brazil, Indonesia, Korea, 
Mexico, Nepal, Slovak Republic, Thailand, and Turkey. Some 28 past users have prospective 
augmented GFN in excess of 1000 percent of quota.” 

“The reason for using the projection of narrow GFN is that it involves less judgment than that 
of broad GFN, which includes what the staffjudges to be a desirable (and feasible) 
accumulation of reserves. As a result, and since the accumulation of reserves for most past 
users of Fund resources is projected to add rather than subtract from financing needs, the 
estimate of “augmented” GFN is a conservative one. 

“For example, a debt of US$l~million with a maturity of one month, outstanding on 
December 3 1, 1997, might be rolled over 12 times in the course of 1998. While on a gross 
basis this might lead to the recording ofUSS12 million in outflows and USS12 million in 
inflows during 1998, its contribution to financing “augmented” GFN would be US$l million, 
since this is the corresponding amount of debt contracted during 1998 that matures beyond 
end- 1998. 

I3 Eight of these members are ESAF eligible and not likely to make use of the Fund’s general 
resources in significant amounts. 
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Figure 3: Narrow GFN Plus Stock of Short-term Debt 
in percent of Quota 
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