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● Even with the severe austerity measures that have been imposed, many

developing countries still have not created sufficient fiscal space to mount an

effective response to the crisis and avail their populations of much needed

vaccines. They are, therefore, faced with no other option than to undertake

increased borrowing, which adds to already high debt service burdens.

● Given the severity of the debt and liquidity crisis for some countries, and its

possible extension to others, the policy responses we adopt should reflect a

combination of debt relief coupled with a major injection of liquidity.

● In this regard, we are encouraged by the views expressed recently by the US

Treasury Secretary, who has made it clear that a new allocation of Special

Drawing Rights could improve the health and economic recovery efforts of

developing countries.

● Importantly, liquidity can also prevent many countries from falling into

insolvency.

● It would be helpful if a new general allocation of SDRs were coupled with a

voluntary reallocation of excess SDRs, provided by countries with strong

external positions to those that need them the most.

● Another encouraging development has been the extension by the G20 of its

Debt Service Suspension Initiative (DSSI) to the end of this year. I would note,

however, that there is a sound basis for the Initiative to be further extended

into next year. Consideration should also be given to expanding its beneficiaries

to include vulnerable middle-income countries that request debt forbearance.

● Additionally, a mechanism should be created to include commercial creditors,

which are currently outside the framework of the DSSI but represent an

increasingly large share of the overall creditor composition of developing

countries.
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● In this regard, we need to bring the credit rating agencies into our discussions,

as many countries are afraid to apply for debt relief because of the threat of a

ratings dowhӰs hƐii ly ii
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