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IMF response to crisis—bottom line

Reformed lending
> Enhanced crisis prevention toolkit (FCL, PCL)
> Increased size of loans
Tripled resources
> Increased borrowings (S600bn NAB)
» 14t quota review underway
Deployed financial assistance
» 28 arrangements, $195bn
> Space for countercyclical policies




Crisis timeline & IMF response
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Cooling Effect of Reformed IMF Lending
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Reserves help, but-only tite=a-peint

Emerging Markets: Foreign Reserves and Growth in the Recent Crisis
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Reform Balancing Act
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Reformed Lending Toolkit

Yes, very strong

Qualification 7.
policies

Ex-post
conditionality e
Access Uncapped

Phasing Frontloaded

Duration access/ 12 months,
monitoring annual reviews

1 or 2 years,
Successor FCLs
allowed

Arrangement
length

Yes, sound policies

Yes, but focused

1000% quota cap
500% quota upfront

6 months,
six-monthly reviews

1 to 2 years,
Successor PCLs
allowed

No

Yes

Uncapped

Some frontloading

Usually 3 months,
quarterly reviews

Up to 3 years,
Successor SBAs
allowed
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1/ Countries under financial stress are defined as those with a financial stress index that exceeds its country-specific mean by at
least one standard deviation. Financial stress indices were calculated for advanced economies and emerging markets as in WEO
April 2009 except for the period 1994-1996, where the index for emerging markets is proxied using EMBI only.

Source: WEO April 2009




Systemic crises

Issue

» Rare events, involving multiple countries and markets

» Generalized liquidity runs triggered by risk aversion

» Potential for self-fulfilling solvency problems

» Amplifying effects: piecemeal response; first-mover problems

Response

» Coordinated and proactive provision of liquidity
» Rapid deployment of crisis resolution programs

» Advantage of predictability on framework for systemic crises




The Global Stabilization Mechanism (GSM)
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IMF & Regional Financing Arrangements
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Issues:

- Formalize co-financing modalities?
- Emphasize precautionary lending?

Next steps:

- High-Level Seminar (Oct. 8)
- Bilateral consultations




Adequacy of IMF Resources

USD billion

Current Quota and Post 2nd Round Quota 100% Quota Increase  150% Quota Increase
Bilateral Borrowing and Expanded NAB and Expanded NAB and Expanded NAB

Gross Credit Capacity Borrowing = Quota of FTP Members




GFSN—IMF contribution

Revamped lending toolkit
> Crisis prevention
»>resolution of systemic crises
Synergies with RFAs
Adequacy of resources







