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THEINTERNATIONAL DEBT CRISIS：PRACTICAL N［XT STEPS

GeorgeJ．Vojta

In tlle Sjx1110ntIIS follow油g the Septe血er1983meet油g of the

Commission，a meaSure WaS made jn managlng theinternational debt crisis．

1．Energy prices remained stable．

2．The economic recovery cont nued on a non－inflationary course

in the developed economies．Although economic activityin the developing

econ0両es remained relatively unaffected，the growth trends∴Werein the

right direction・As∴an Offset some comodity prjces weakened during this

perlod．

3．The most difficult debt restructuring caSe－Brazil－WdS

accomplished，and a policy program was∴agreed to by Brazil wjth the Fund・

Except for Venezuela，Nigeria and the Philippines，the major debtors have

estab吊Shed stabilization programs with theIMF．Venezuela remains a

difficult case，but the perception of thelending communityis that

Venezuela has the capacity to serviceits external debt and that the

PhilippmeS Wjll come to tems with the Fund・Nigeria－s situation

remains ambiguousin view of the recent changein government．The new

govermentin Argentina has assumed a constructive posture vis－a－Vis the

POlicy commitments made by the mjlitary goverment tO theInternational

Monetary Fund although currently there are arrearagesin payments．

The prjncIPal causes of the debt crjsis，hjgh energy prices，the

global recession，and the absence of appropriate stab出Zation programs

inindivjdual countries continued on a turnaround trend．

On the negative side，SyStem一両de fjnancial flows remain perverse．

The continu川g U．S．fiscal deficits，the over－Valued dollar，highinterest

rates∴and politicalinstabjlityin certain third world countries resulted

in a conti…ed strong net cdPjtalinflow tr郎dinto the冊ited States∴and

Other developed economies・According to recent data，net fore－gn jnvest－

mentin the U・S・for the year ending September30，・1983amounted to S49

billion；tOtal foreign holdingsin the U．S．amO冊ted to‡711．4billion

COmPared with＄834．2b用ion of totalJ．S．holdings abroad．If this trend

COntinues，the U．S．stands to become a netinternational debtor；Which
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ecordedJ．S．net forelgninvestmcnt position

t－War Period would have been reversedin a

threeyear perjod－1983，璃8年1985．Although the value of the U・S・

dollar has declined by roughl

yet to be reversed．

Durlng this perjod，Ca持

national financial system a融ted

in recent months，the basic trend has

Or fundamental reformln theinter－

nd theinternational commu［ity de facto

COrnmitteditself to working w鴇麟n the system to resoIve the debt crisis・

Undoubtedly thisis not by cho、詑e，but arises from the absence of a visible

alternative．　　　　　　　　　少

On specificissues both posjtiVe and negative developments can be

recorded．

1．The shrink的e of the number of bankinginstitutjons willing to

COntinueinternationallend諭g probably has bottomed out－and thus far the

ability to putloan syndicates together has not been slgnificantlyimpaired，

although the recent Mexican鵬射loan facjlity was difficult to place．0n

the other hand no progress has been madeinintroducing any new class of

lendinginstitutioninto the鉦ternational credit picture．The best that

Can be said thenis that th轟reducedlending base js holding and at this

POint keeplng uP With the薙卯and．Third world borrowers∴are nOWin the

PIPeline forl一new money‘一facilities for1984and are negotiatjng and closing

these transactions on better rates∴and tems，∂n enCOurag…g Slgn．

2．In tems of potential secondary ma†ket activitiesinvolving

internatjonal10anS，it would be aCCurate tO Say that many banks are working

On thisissue diligently．Injtiatives range from changlng10an documenta－

tion to pemit placement ofloans jn the secondary market；aCtive portfolio

SWaP Or Sale transactions offeredin the marketplace，and a great deal of

Serious study of the questionin both the commercial bank and theinvest一

ment banking fraternities．Itis fair to say that a major effortis

underway．

3．TheInstitute ofInternational Financeis functioning with the

SuPPOrt Of theinternational financial com剛両ty and borrowing co…tries．

Itis still too early to assess performance，but encouragement can be

taken that this potentially vitalinstitution has beenla…Ched．
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4．There have been no newinitiatives taken by mult主Iateral or

Officialinstitutions at the nattonallevel with respect tolending or

guarantor functions，SeCOndary market activity or uses of market funds to

augment－reSOurCeS．

5．0ne of the mostimportant steps forward durlng this period was

the U．S．Congressional approval of higher U［ited States quotas for the

Fund and atleaSt apPrOVal of theIDA quota，but to be sure at theless

than desiredlevel．；Importantly，the trade－Off on reserve requirements
＿ル　ー′

Ievied on Ame高論n banks against theirinternationalloan portfolio was

non－Punitive－requirlng Stipuldted wrjte－Offs of from10％－75％against

loans outstandjng to five particular countries（Zaire，Poland，Sudan，

Bolivia，Nicaragua），mOSt Of whjch the bdnks had taken already．A

Similar pattern emergedin other major countrjes．

The regulatory communjty appearS C．Ommitted to poljcies which

WOuld requjre the banks to build upIIrestructuring一一or一’concentration’i

reserves over a period of time and doubtless there will be active discus－

Sion of thjsissue durj［91984．0n the whole this matteris being

COnSideredin more balanced fashion．

Theimportant point js that theIMF quotas were voted and the

banks pemitted to contj…elending withoutincurring pun油ve regulatory

SanCtjons．

6．Although a formal review of more flexible conditionality

Standdrds has yet to occur，there are slgnS that jn bilateral negotjatlons

COnCerning future performance targets with member countries which arein

COmPliance with stabilizatjon program targets，the Fundis show川g flex主

bility and a willingness to expand targets to pemit morelatitude for

anti－reCeSSionary domestic policies．Additjonally，this conference will

debate some fomal propoSdls on conditionality and hopefully stimulate a

more comprehensjve review of the subject．

7．No particular progress has been∴mぼde on・Creation of a new

institutton to promoteinternational debt restructurlngS Or On the

universality of membershipissue with regard to the Fund／Bank・
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A sum…ng uP Of thelast six months on theissues on which

PrdCtical progress was deemed to be possible，Shows that positive

movement was∴aChieved on fourissues∴and reversals avoided or a neutral

POSition recorded on the other four・This occurredin the general con－

text of conti…ingmacro－reCOVery from the recession，Stabjlityin

energy prices，mPrOV一ngindilパdual country performance，Offset by the

PerVerSity of the両ernational caPital accou両flows，the persistence

Of highinterest rates and an over－Valued dollar．

The focus of attentionin the next several months∴muSt address

threeimportant priorities．

1・At themacro－level・the correction of the perverse capita－

flow situation stemmlng fromthe over－Valued d0－1arand hjghinterest

rates which threaten toabort the global recovery・Regrettably the

PrOgnOSisis not good sincethe root cause of the probl的Sare the un－

COrreCted U・S・fiscal deficits・In∴an elect一〇nyear the prospects for

Slgnificant spending reductions are not great；the greaterdanger js the

erosion of confidencein the U．S．dollar which would arise from market

PerCePtions that U．S．deficjts will reach…SuStainablelevels andlead

to a renewal ofinflation・A bipartis n political commitment to a

deficit reduction program over time would be helpful to maintainmarket

PSyChology on even tems．

2・The rema涌ng debt restructurlng CaSeS and acceptablelevels

Of newmoney tOmeet1984／85requirements must be negotiated to prevent

theemergenceofdrreardge Wl面chwould require punitjvereserves be両

takenbythe banking system・Thiswill高volve persistent effortbythe

internationalfinancialcomm面tyconsistentwith the effort expended

durlng the crisis period．

3・TheIMF needs to continueits flexible attitude toward

COmP吊ance targetsin support of expansionary POlicies which do not

Create eXCeSSivelyinflationary condjtionsin borro…ng COuntries；an

enlightenedIIconditiona一日ty debatellshould be conducted．

4・A secondary market f…Ction forintemational10anS muSt

COntinue to be built and hopefullycan bebroughtinto being・
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