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ASSUMPTIONS AND CONVENTIONS

The following symbols have been used throughout this publication:
to indicate that data are not available
— to indicate that the figure is zero or less than half the final digit shown, or that the item does not exist

—  between years or months (for example, 2008-09 or January—June) to indicate the years or months covered,
including the beginning and ending years or months

/ between years (for example, 2008/09) to indicate a fiscal or financial year
“Billion” means a thousand million; “trillion” means a thousand billion.

“Basis points” refers to hundredths of 1 percentage point (for example, 25 basis points are equivalent to % of 1
percentage point).

“n.a.” means “not applicable.”
Minor discrepancies between sums of constituent figures and totals are due to rounding.

As used in this publication, the term “country” does not in all cases refer to a territorial entity that is a state as
understood by international law and practice. As used here, the term also covers some territorial entities that are not
states but for which statistical data are maintained on a separate and independent basis.
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FOREWORD

OVID-19 became a major pandemic and

overwhelmed health systems around the

world. Amid tremendous uncertainty,

governments enacted lockdowns. These
developments triggered the sharpest contraction in
economic activity recorded in quarterly national
accounts, and financial markets initially crashed down in
a fear spiral. The pandemic and its repercussions shaped
public finances in the last three years and will continue
to have a bearing even as the pandemic recedes.

After providing extraordinary support in 2020—
21, fiscal policy is returning to normal. In many
countries, the reduction in public deficits started
already in 2021, and additional countries joined
the trend in 2022 with monetary and fiscal policy
tightening in almost three-quarters of countries.
During the pandemic, many countries suspended
fiscal rules, activated escape clauses, or modified fiscal
targets to allow for the extraordinary policy response.
Now, most plan to revisit their fiscal rules and
frameworks before re-enacting them.

For the world, public debt-to-GDP ratios
fell sharply in 2021 and 2022, bringing them
about halfway back from the increase of about
15 percentage points of GDP in 2020. However,
going forward, debt ratios are projected to start going
up again in 2023 and continue to increase by about
1% percentage points per year over the medium term
through 2028. Taken together, the level of public
debt is now more elevated and projected to grow
faster than foreseen before the pandemic, at the same
time that real interest rates are also rising.

Developments in the United States and China
shape these global public debt trends. In the United
States, public debt to GDP is projected to increase
by almost 3 percentage points of GDP per year
from 2024, about twice the pace projected before
the pandemic. By 2028 the United States’ public
debt ratio is projected to exceed 135 percent of
GDBP, surpassing the pandemic peak. For China, the
public debt to GDP ratio is projected to increase
continuously to reach 105 percent in 2028. The
annual increase in the debt ratio, projected for

China, is even more substantial than for the United
States (4.5 against 2.8 percentage points). Excluding
the United States and China, public debt ratios
worldwide would be declining—albeit slowly—from
2023 to 2028.

Another legacy of the pandemic was the rapidly
rising prices, especially of food and energy, which
increased early in the pandemic, and later accelerated
with the Russian invasion of Ukraine. The surge
in inflation in 2021 and 2022 helped reduce debt
ratios. The inflation surprise contributed about
9.4 percentage points of GDP (about 1% times the
observed decline). The Fiscal Monitor looks at the
effects of inflation on public finances and household
budgets. It documents that inflation surprises erode
the value of government debt for bondholders. More
generally, inflation surprises benefit net debtors and
penalize net creditors. Across households, the wealth
effects of inflation are strongly influenced by age,
with young households (net borrowers) benefiting
and old households (net lenders) suffering from an
erosion of wealth. In addition, the distributive effects
of inflation depend on consumption patterns and the
composition of incomes.

Fiscal policy can and should support monetary
policy in bringing inflation back to target in a
timely manner. Stronger fiscal balances contribute to
cooling off aggregate demand and, hence, moderate
the required increase in policy rates. In addition,
rebalancing public finances helps limit public finance
risks, and a more balanced policy mix contributes
to financial stability, reducing the risk of observing
fiscal-financial feedback loops.

The Fiscal Monitor looks at the possibility of fiscal
policy contributing to disinflation while protecting the
vulnerable. The results of our Chapter 2 indicate that
when monetary policy acts alone or fiscal policies are
not adequately targeted, the poorest households bear
the brunt of the costs of disinflation. Higher interest
rates are less costly for wealthier families as they have
financial buffers and benefit from asset income. Fiscal
tightening with targeted transfers moderates interest
rate increases and allows for smaller declines in total
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private consumption (and no fall at all in the con- are urgently needed. One crucial argument comes

sumption of the poorest households). from the fact that the countries that contribute
Among the existential threats today’s world faces, least to global warming are the most vulnerable.

climate change stands out as one of the top threats. Climate change is the topic of the forthcoming

Under unchanged policies, emissions in this decade October 2023 Fiscal Monitor.

will likely increase and the path to limit temperature

increases to 2° C above pre-industrial levels will Vitor Gaspar

be missed. In the end, collective global actions Director of the Fiscal Affairs Department

X International Monetary Fund | April 2023



EXECUTIVE SUMMARY

Chapter 1: On the Path to Policy Normalization
Three years since the outbreak of the COVID-19

pandemic, fiscal policy is returning to normal. After
providing extraordinary support simultaneously in
2020, both monetary and fiscal policy tightened in
nearly three-quarters of countries in 2022 amid high
inflation and the expiration of pandemic-related
spending measures. This shift occurred in a highly
volatile environment. Just as economies rebounded
swiftly from a deep COVID-19-related recession with
continued strains in fiscal space, governments were
confronted with a cost-of-living crisis, Russia’s invasion
of Ukraine, and instability in the financial sector.

Households and economies, supported by

governments, have demonstrated resilience in the
face of these challenges. The global economy has
recovered swiftly. The economic and social fabric has
thus far withstood disruptions to energy supply. But
the multiple shocks have reversed gains in poverty
reduction, likely pushing the global goal of eradicating
extreme poverty by 2030 farther into the future. Lack
of fiscal space amid high borrowing costs in developing
countries has further stymied progress toward other
Sustainable Development Goals—progress that was
already slow prior to the pandemic. Food prices in
domestic currencies remain high in several countries,
owing in part to exchange rate depreciations.
Beyond the near-term imperative to safeguard poorer
households, long-standing challenges—including the
climate agenda and population aging—have likewise
become more pressing.

Public finances have undergone major swings,
reflecting the unprecedented shocks and government
actions. Following a historic surge in public debt
to nearly 100 percent of GDP in 2020 as a result
of economic contraction and massive government
support, fiscal deficits have since declined, as
exceptional measures have come to an end. With
strong nominal GDP growth in 2021-22, global debt
posted the steepest decline in 70 years and stood at
about 92 percent of GDP at the end of 2022, still
about 8 percentage points above the level at the end of
2019. Primary deficits are falling rapidly and moving

closer to prepandemic levels in many countries, but
overall deficits have fallen somewhat less owing to
rising interest payments. These sizable reductions in
debts and deficits stem in large part from atypical
growth and inflation dynamics. In 2022, most
countries experienced revenue surprises amounting
to 3.1 percent of GDP on average for advanced
economies and 2.5 percent for emerging market and
developing economies, with particularly large revenue
windfalls in oil exporters. Many countries saved part of
the extra revenues, but many others increased spending
to counter the cost-of-living crisis. In some cases,
particularly countries with large initial debt stocks in
domestic currency, debt ratios fell by more than 10
percentage points in a year as nominal GDP surged.
However, debt dynamics deteriorated in emerging
market economies and low-income developing
countries with sizable shares of debt in foreign
currency, as currency depreciation and rising interest
rates came together with inflation.

The near-term fiscal outlook remains complex,
and it is crucial that fiscal and monetary policies
are closely aligned to deliver price and financial
stability while responding to an uncertain economic
environment and rapidly changing financial
conditions. In 2023, overall fiscal deficits are expected
to increase slightly to 5 percent of GDP on average,
as governments face higher interest bills and pressures
to increase public spending, including spending on
wages and pensions, to catch up with past inflation.
Risks are firmly to the downside (see the April
2023 World Economic Outlook and Global Financial
Stability Report). Instability in the financial sector, if
it intensifies, could also put pressure on public sector
balance sheets as governments may be called to help.

A tighter fiscal policy—while providing targeted
support to the most vulnerable—should complement
efforts by the monetary authorities to bring inflation
back to target, making it possible for central banks
to increase interest rates by less than otherwise
(see Chapter 2). Policies will need to be ready to
adjust if risks materialize. If inflation proves to
be stickier than expected, it will require tighter
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policies for longer. In a scenario of systemic financial
stress, fiscal policy may need to intervene swiftly

to facilitate the resolution process and minimize its
costs, while mitigating moral hazard (October 2016
Fiscal Monitor). Governance principles, supported
by strong insolvency and bankruptcy procedures,
should be applied in the decision-making process

to safeguard public funds. The appropriate policy
package will crucially depend on the available

room for fiscal policy action. Given downside risks,
fiscal and monetary policies should stand ready to
respond if economic growth turns out significantly
weaker than expected and unemployment rises.
Governments should allow automatic stabilizers to
work, especially where inflation is under control and
fiscal space is available.

Over the medium term, fiscal deficits are projected
to remain above prepandemic levels in the next few
years. The fiscal outlook is subject to significant
uncertainty as the global economy rebounds from
a series of shocks. Much will depend on the pace
of long-term (potential) economic growth and the
future course of global interest rates (see Chapter 2
of the April 2023 World Economic Outlook). Under
current projections, the envisaged gradual and
moderate fiscal tightening will not be sufficient to
prevent public debt ratios from resuming an upward
trend, as nominal GDP slows, driven by some large
advanced and emerging market economies. Interest
payments as a share of revenues in emerging market
economies and low-income developing countries are
expected to remain higher over the medium term
than before the pandemic. In low-income developing
countries, concerns persist regarding heightened
debt vulnerabilities because of high debt levels,
with 39 countries already in or near debt distress.
Despite multiple waves of tax reforms in these
countries, revenues remain stubbornly insufficient at
13.5 percentage points of GDP lower than revenues
in advanced economies. This calls for renewed efforts
to raise tax capacity.

Recent crises have taught us that fiscal policy is
a powerful tool to foster resilience. To that end,
however, governments will need to give greater
priority to rebuilding fiscal buffers. Countries should
develop credible risk-based fiscal frameworks that
promote consistent macroeconomic policies, reduce
debt vulnerabilities over time, and build up the
necessary room to handle future shocks.

Xii International Monetary Fund | April 2023

The international community needs to work
together to find joint solutions to the multiple
challenges that lie ahead. For the most vulnerable
economies, it is urgent to strengthen the international
financial architecture, especially in debt resolution
and enhancement of the Global Financial Safety Net.
The latter is a set of institutions and mechanisms
that provide insurance against crises and financing to
mitigate their impact. Many low-income countries
need further international efforts to address sovereign
debt vulnerabilities, including debrt relief, so that
they can make progress toward the Sustainable
Development Goals.

Finally, the recent energy crisis has demonstrated
the urgency of pressing ahead with the transition
to renewable energy, which would safeguard energy
security and mitigate climate change. International
cooperation on energy strategy, including carbon taxes
and subsidies, would help achieve climate goals and
avoid trade tensions.

Chapter 2: Inflation and Disinflation:
What Role for Fiscal Policy?

The upsurge in inflation since 2021—the sharpest in
more than three decades—has called on policymakers
to respond. Government policies need to be informed
by an understanding of how inflation affects vari-
ous groups in society through uneven impacts on the
budgets of different households. This chapter examines
the multifaceted impact of inflation on fiscal variables
(see infographic) and the distribution of well-being,
and it explores how fiscal policy can do its part to curb
inflation while supporting the vulnerable.

Governments influence how the costs of inflation are
distributed not only through discretionary intervention
but also through automatic indexation of pensions,
transfers to poorer households via social safety nets,
wages of civil servants, and tax thresholds. A survey of
current international practices shows that indexation
varies considerably across countries. Pensions are the
most commonly indexed—in nearly all advanced
economies and about 40 percent of emerging market
and developing economies—followed by cash transfers
to vulnerable groups and public wages.

The impact of inflation on the fiscal accounts also
depends on redistribution—in this case, between
the public sector and the private sector. Unexpected
inflation erodes the real (inflation-adjusted) value
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of government debt, with bondholders taking the
brunt of the hit. For countries with debt exceeding
50 percent of GDP, each 1 percentage point surprise
increase in inflation is estimated to reduce public debt
by 0.6 percentage point of GDD, with the effect last-
ing over the medium term. These effects are smaller
or negligible for countries with a large share of debt
denominated in foreign currency. When inflation
is expected, it is not associated with a decline in
debt ratios, highlighting that inflating debt away is
neither a desirable nor a sustainable strategy. Likewise,
deficit-to-GDP ratios initially decline as the nominal
(current monetary) values of the economy’s output
increase and, consequently, the tax base rises, generat-
ing more tax revenue, while spending fails to keep up.
But such effects dissipate over time.

In addition, the chapter shows that redistributive
effects of inflation on households are more complex

than usually thought. Based on surveys of thousands of
households in Colombia, Finland, France, Kenya, Mexico,
and Senegal, estimates are provided for the price accel-
eration from the second quarter of 2021 to the second
quarter of 2022 for three channels (see Chapter 1 for
more recent developments on the relationship between
inflation and public finances): (1) real incomes (wages
and pensions), (2) losses in net nominal assets, and

(3) faster-than-average price rises for the main goods
and services consumed by a given group (such as food
prices, which hurt the poor during the period studied).
Results show that changes in real income were the

most important and differed the most across countries
but less so across income groups. Losses on net nomi-
nal assets were larger for older groups than for young
adults (who often have outstanding mortgage debt) in
countries with sizable household credit markets. During
the period considered, the estimated impact of inflation
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on the poverty rate (prior to new policy measures in
response) is about 1 percentage point in three countries
in the sample (France, Mexico, Senegal).

Fiscal policy also influences aggregate demand and
inflation, with its ultimate impact depending on the
monetary authorities’ response. Estimates indicate
that an increase in public spending of 1 percentage
point of GDP led to an increase in inflation of
0.8 percentage point in the 1950-85 period and of
0.5 percentage point thereafter. The difference argu-
ably stems from a more forceful response by central
banks to rising inflationary pressure in the post-1985
era. Analysis using a model that embeds inequality
in incomes, consumption, and asset holdings shows
that a reduction in the fiscal deficit leads to a similar
level of disinflation but requires a smaller increase in
interest rates than when central banks act alone. The
analysis also shows that deficit reduction combined
with transfers to the poorest yields a smaller drop in
total private consumption and a consumption path
associated with less inequality across households.
These effects are even more important when public
debt is high because fiscal restraint limits the rise in

the cost of borrowing and reduces debt vulnerabilities.
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The chapter offers several lessons for policymakers

at the current juncture:
o Although surprise inflation may occasionally offer

some breathing room for debrt ratios, attempts

to keep surprising bondholders have historically
proved futile or harmful.

When reviewing automatic or discretionary index-
ation, policymakers need to decide which programs
and groups to protect from income erosion while
avoiding excessive indexation or other policies

that make inflation more persistent. The impact

of decisions about public wages (including choices
regarding indexation) on private wage setting
should also be carefully assessed.

When considering new measures or reforms against
the backdrop of significant inflation, policymakers
should consider that different groups of households
may already be experiencing sizable distributive
effects.

Fiscal policy—involving tough policy choices on
what budget items to cut and which to protect or
expand—can support monetary policy in the effort
to bring down inflation while protecting those most
affected by the cost-of-living crisis.



ON THE PATH TO POLICY NORMALIZATION

Introduction

As the global economy recovered from
COVID-19-related disruptions and as exceptional
measures by governments largely came to an end,
fiscal policy moved to a tightening stance in 2021-22
amid high inflation and the need to reduce debt
vulnerabilities. Nearly three-quarters of economies
tightened both fiscal and monetary policy in 2022,
up from a quarter in 2021 (Figure 1.1). With signs
of easing inflationary pressures, the global economy is
now entering a new phase (April 2023 World Economic
Outlook). The effects of policy tightening will weigh on
economic activity. Governments will need to manage
high debt against a backdrop of modest growth and
less favorable financing conditions in the medium term
(Figure 1.2).

Over 2021-22, global public debt declined to about
92 percent of GDP—reversing half of the record
increase in 2020—Dbecause of the economic rebound
following the COVID-19 crisis, inflation surprises, and
the end of exceptional fiscal support measures enacted
during the pandemic.! The pace of fiscal retrenchment
and decline in debt varied from country to country
depending on how fast they exited the pandemic and
how subsequent shocks affected them. In emerging
markets and low-income developing countries, which
have lower levels of domestic currency debt, inflation
surprises provided less relief for public debt ratios.

The near-term fiscal outlook remains complex,
and risks are firmly to the downside with significant
uncertainty surrounding the growth outlook and
rapidly changing financial conditions (April 2023

The authors of this chapter are Francesca Caselli (team lead) and
Gee Hee Hong (team co-lead), Enrico Di Gregorio, Gabriel Hegab,
Salma Khalid, Andresa Helena Lagerborg, and Jiae Yoo, with
contributions from David Amaglobeli, Mengfei Gu, Emine Hanedar,
Samir Jahan, Delphine Prady, and Céline Thévenot; research support
from Chenlu Zhang and Victoria Haver, and under the guidance of
Paolo Mauro and Paulo Medas.

!Inflation surprises refer to the component of actual inflation that
was not expected. For public finances, it is critical to distinguish
the unexpected component of high inflation for the reasons
discussed later in this chapter and in Chapter 2 of the April 2023
Fiscal Moniror.

Global Financial Stability Report). The pace of fiscal
tightening is projected to slow in 2023 as economies
face spending pressures. Ongoing geopolitical tensions
may lead to further increases in defense spending

and fiscal support to address negative effects from
disruptions to international trade. Industrial policies,
including government subsidies, may also emerge to
foster import substitution. Progress on reducing global
poverty stalled in 2022, with about 7 percent of the
world’s population now projected to be in extreme
poverty in 2030, which will fall far short of the goal of
eradicating extreme poverty. Low-income developing
countries, many of which are in or near debt distress
or have limited fiscal space, face a particularly difficult
balancing act. Many developing countries are grappling
with tighter budgetary constraints. Low and stagnant
levels of revenue have also hampered progress in
achieving the Sustainable Development Goals, and
food insecurity has even reversed the progress made in
combatting hunger prior to the pandemic.

Governments will need to continue to balance their
efforts between rebuilding fiscal buffers, supporting
disinflation, and protecting the most vulnerable amid
considerable uncertainty about future economic
growth as the global economy adjusts after massive
shocks. In the event that inflation turns out to be
stickier than expected, further monetary tightening
will be needed and will weigh on economic activity.
Downside growth risks could also be magnified if
financial sector instabilities intensify (see Chapter 1 of
the April 2023 World Economic Outlook) and increase
stress on public finances, as governments may be called
to support the private sector. Global growth could also
be adversely impacted by a faltering in China’s recovery
and an escalation of Russia’s war in Ukraine, which
could renew tensions in energy markets and exacerbate
food insecurity in low-income countries.

Over the medium term, under current policies,
public debt is expected to rise to close to the record
levels seen at the height of the pandemic. Its path
will depend crucially on the pace of economic
growth and whether borrowing costs, which remain
elevated in emerging market economies (Figure 1.3),
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Figure 1.1. Monetary and Fiscal Policy Mix
(Percentage of economies)

W Monetary and fiscal loosening
Monetary tightening and fiscal loosening
Monetary loosening and fiscal tightening
M Monetary and fiscal tightening
| | | | |

2020

2021

2022

Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: The sample includes 34 advanced economies, 48 emerging market
economies, and 16 low-income developing countries. Fiscal policy is tightening
(loosening) if the annual change in the primary balance is positive (negative or zero).
Monetary policy is tightening (loosening) if the annual change in the policy rate is
positive (negative or zero). The policy rate is proxied by nominal short-term interest
rates in the World Economic Outlook database and from central bank websites.

will gradually return to low prepandemic levels
(see Chapter 2 of the April 2023 World Economic
Outlook). Debt sustainability risks are exacerbated by
large contingent liabilities contracted as governments
provided exceptional support during the pandemic
and by the sovereign-bank nexus. Related fiscal risks
typically manifest themselves in weak growth and tight
financial conditions (Bova and others 2016; Battersby
and others 2022; Chapter 2 of the April 2022 Global
Financial Stability Reporr).

Long-standing challenges—including the climate
agenda and population aging—have become more

Figure 1.2. Low Growth, Rising Rates, and High Debt

pressing. The energy crisis should provide momentum
to press ahead with the transition to renewable sources
of energies. Climate change calls for international
coordination in areas such as carbon pricing and
investment in renewable energy. The global community
should give priority to agreements on climate change
mitigation and adaptation, while ensuring financing
for the climate transition, especially in low-income
countries. The breadth of risks and challenges argues
for enhancing medium-term fiscal frameworks to
address debt vulnerabilities in a credible manner.

Recent Fiscal Developments and Qutlook

Fiscal deficits fell to 4.7 percent of GDP on average
in 2022, about half of the levels observed in 2020 at
the height of the COVID-19 pandemic (Table 1.1).
The large shifts in deficits and debt reflect several
shocks that have hit economies around the globe in
recent years—the pandemic, the war in Ukraine, and
energy and food price shocks—and the exceptional
policy response. But there is substantial heterogeneity
both across and within income groups (Figure 1.4).

In advanced economies, primary fiscal deficits fell for
the second year in a row in 2022, from levels well
above those in other income groups at the peak of the
pandemic. In emerging markets (excluding China),
primary balances nearly returned to their prepandemic
averages. In low-income developing countries, primary
balance improved compared to the height of the
pandemic, albeit by a smaller margin compared to
other income groups.

In some countries, primary deficits improved by
more than expected in the beginning of 2022, partly

1. Growth 2. Median Interest Payments as a 3. Global Debt Levels
(Percent) Percentage of Taxes (Trillions of dollars, left scale;
) ) percent of GDP, right scale)
10-  m Advanced economies - 20- T Adyanced Economies, excluding - 120- mLow-income developing countries M China ~ 110
W Emerging market economies 18- United States ) i - B Emerging market economies, I
— Global 16-  — Low-income developing countries ~ _ 100~ excluding China N L -100
14-  — Emerging market and middle-income _ H Advanced economies
5 - economies 80 -—- Debt-to-GDP ratio -90
(right scale) i~
60 - -80
-
0 40 - -70
B 20- -60
-~ | 1 1 1 1 1 1 OIIIIIIIIIIIIIIIIIIIII 0IIIIIIIIIIIIIIIIIIIL50
2019 20 21 2 23 2 58BerNeTeer22lTARIRER S8BLrNETIOONRASINTRS
N N

Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: In panel 2, the United States (US) is excluded due to missing values from the World Economic Outlook database.
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Figure 1.3. Sovereign Spreads by Income Group
(Basis points)

800- Emerging and developing economies -3
700- — Advanced economies
(right scale) -2
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-0
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Source: DataStream, Global Financial Data.

Note: Emerging Markets Bond Index (EMBI) spreads, if available, or the
government 10-year bond spread over US or German bonds. Averages are
weighted by GDP in US dollars. Latest observation is March 1, 2023.

reflecting higher-than-expected inflation (Figure 1.5;

see the next subsection for a more in-depth discussion).

Commodity-rich countries (Australia and Canada)
benefited from positive terms-of-trade shocks. Deficits
declined by less in countries where governments
adopted measures to address a cost-of-living crisis.

The decline in public debt in 2022 was notable for
advanced and emerging market economies (excluding
China), although their debt ratios remain about 8
and 4 percentage points above prepandemic levels,
respectively (Table 1.2). The public-debt-to-GDP
ratio in low-income developing countries remained
elevated at about 48 percent, a level not seen since the
early 2000s.

Over the medium term, the projected gradual and
moderate fiscal tightening will likely not prevent

CHAPTER 1 ON THE PATH TO POLICY NORMALIZATION

an increase in global public debt. After declining

for two years, public debt is expected to resume

an upward trend, driven by some large advanced

and emerging market economies. This worse debt
dynamics reflects both higher primary deficits

(e.g., advanced economies) and higher interest bills
(especially in emerging markets). Whether this
projected upward trend will materialize is subject to
uncertainty, however, as economies and policies are
still normalizing after the substantial shocks of the last
few years. In addition, global prices for energy have
recently come down from their peaks in March 2022
by more than 30 percent, and even 70 percent in the
case of the European gas price. Nonetheless, although
international food prices have also fallen from their
peaks, domestic food prices remain near record levels

in many countries.

Advanced Economies: Falling Deficits, at a Diverse Pace

The average primary balance in advanced economies
improved by 3.4 percentage points in 2022—for a
cumulative improvement of 6.2 percentage points
since 2020 (Figure 1.4, panel 1). The cyclically
adjusted primary balance in these economies improved
by 2.1 percentage points, on average, in 2022
(Figure 1.6). Even so, the average primary deficit as a
share of GDP remained about 1.3 percentage points
above prepandemic levels.

These averages conceal important differences across
countries, however. Fiscal tightening was significant
in the United States, with a 4.6 percentage point
decline in its cyclically adjusted primary balance in
2022 alone, reflecting the economic recovery from

Figure 1.4. General Government Primary Balance and Debt, 2019-27

(Percent of GDP)
1. Advanced Economies 2. Emerging Markets 3. Low-Income Developing Countries
8- -130 8- —— Gross debt (right scale, all EMs) - 100 8-
6- ~~ 120 6- -—-Gross debt (right scale, -90 6-
/ ~ . X
4- S mmmm— T 4- excluding China) -80 A- e
/ - -110 -70 LT T T T T T T e ——
2-, 2- — 2- .
0 -100 I i S T -60

_g . -80 _g B m Primary balance (all EMs) 30 _g )  Primary balance
—6- W Primary balance —0- ; -20 o~ :
——- i -70 Primary balance - — - Gross debt (right scale
-8- Gross debt (right scale) —8- (excluding China) 10 8- (rig )
_1 0 1 1 1 1 1 1 1 1 1 1 60 _1 0 1 1 1 1 1 1 1 1 1 1 _1 0 1 1 1 1 1 1 1 1 1 1
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: Averages are weighted by purchasing-power-parity-adjusted nominal GDP in US dollars. EMs = emerging markets.
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Figure 1.5. Projected and Actual Primary Balance for 2022
(Percent of GDP)

4- W Projected as of January 2022 April 2023 -
2- _
0

—2-

—4-
—6-
-8- -

1
MEX KOR BRA

ITA CAN GBR USA FRA AUS IND JPN

Sources: IMF, World Economic Outlook database; and IMF staff calculations.
Note: The figure compares the projected primary balance from the January 2022
World Economic Outlook Update with the actual primary balance from the April
2023 World Economic Outlook. Data labels in the figure use International
Organization for Standardization (ISO) country codes.

the pandemic. With rebounding private activity
and households drawing on excess savings built up
during the pandemic, overall demand weathered

the withdrawal of governments’ support. The
improvements in the cyclically adjusted primary
balance in the euro area and the United Kingdom
were smaller at 0.5 and 1.8 percentage point each,
because further support measures were taken in
response to a deterioration of the terms of trade
stemming from Russia’s invasion of Ukraine. Japan
announced a series of fiscal packages throughout the
year, including measures to mitigate the deterioration
in the cost of living. Other economies in Asia
(Hong Kong SAR, Korea) also loosened their fiscal
stances in 2022.

The average debt-to-GDP ratio in advanced
economies shed 10 percentage points between the
end of 2020 and the end of 2022, thanks to favorable
contributions from growth and inflation surprises.
Nevertheless, the average current public-debt-to-GDP
ratio of about 113 percent of GDP stands above
its prepandemic levels. Over the medium term,
fiscal tightening is projected to moderate or abate
among advanced economies as a group. Under
current projections for higher interest payments
and lackluster growth, public debt would rise to
about 118 percent of GDP over the medium term.
Countries facing mounting pressures to engage in
age-related spending (Japan), those contemplating
further increases in public wages and other social
spending (United Kingdom), and those expanding

4 International Monetary Fund | April 2023

Figure 1.6. Fiscal Impulse: Advanced Economies
(Percentage points)

12-

HMUS mUK EEA MJapan AE average
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.
Note: The fiscal impulse is calculated as the annual change in the cyclically
adjusted primary balance, multiplied by —1. A positive (negative) fiscal impulse
implies an expansionary (contractionary) fiscal stance. Advanced economy (AE)
averages are weighted by purchasing-power-parity-adjusted nominal GDP in
US dollars. EA = euro area; UK = United Kingdom; US = United States.

tax incentives, grants, and other fiscal measures to
promote a transition to clean energy (United States)
have steeper upward trajectories.

Emerging Markets: Growth Fears and Varied Headwinds

Following fiscal adjustment in 2021, primary deficits
declined further by 1.1 percentage points in 2022, on
average, in emerging markets excluding China. The
decline was largely driven by positive revenue surprises
compared to the October 2022 Fiscal Monitor, but with
large cross-country differences (Figure 1.7). Primary
surpluses increased by more than 2 and 5 percentage
points, respectively, in non-oil commodity exporters
and oil-producing economies (excluding Russia), which
benefited from an upswing in commodity prices and
from keeping expenditures in check. However, some
large countries among the emerging market economies
group experienced different fiscal trends. In China,
the government introduced fiscal measures to alleviate
growth headwinds from COVID-19-related policies
and concerns about its ailing real estate market. Support
included a series of tax and other relief measures for
small and medium-sized enterprises.

The overall deficit in emerging market economies
(excluding China) is set to widen in 2023 by



Figure 1.7. Drivers of Changes in the Fiscal Balance, 2022-23
(Percent of GDP)
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: The figure shows annual changes in the fiscal balance (diamond) and
contributions from revenues (blue), interest expenses (red), and primary
expenditures (yellow). Positive (negative) values show improvement (deterioration)
compared with the previous year. Positive values from primary expenditures, for
instance, imply a reduction in primary expenditures as a share of GDP compared
with the previous year.

1.6 percentage points, on average. Many emerging
market economies are projected to cut primary
spending further in 2023 from their 2022 levels.
However, countries will continue to see higher
interest bills following the large increase in financing
costs (Figure 1.3), and revenues are expected to
decline. The fiscal position among commodity
exporters and oil producers is likely to deteriorate as
their revenues decline by about 2 percentage points
with a decline in commodity prices expected in 2023.
In Brazil, the primary balance is projected to worsen
with the extension of social support and 2022 tax
reductions, although some compensating measures
are being considered to lower the deficits. In Chile,
the primary balance is projected to deteriorate by
2.4 percentage points in 2023 with weaker revenue
collection. In China, on the other hand, the primary
balance is expected to increase in 2023, as not

all temporary measures introduced in 2022 may

be extended.

With moderate fiscal adjustments in the medium
term, the average government-debt-to-GDP ratio in
emerging markets excluding China is projected to rise
to about 59 percent of GDP through 2028, above its
prepandemic level, with some countries facing growing

CHAPTER 1 ON THE PATH TO POLICY NORMALIZATION

concerns about debt vulnerabilities. The debt-to-GDP
ratio in oil producers and exporters has already
declined, reaching levels in 2022 close to those seen
before the pandemic. In China, debt and associated
gross financing needs are expected to be on an upward
trajectory over the medium term under current
policies. In Brazil, the decline in debt from revenue
overperformance and inflation surprises in 2021-22 is
projected to reverse over the medium term.

Low-Income Developing Countries: Rising Debt
Vulnerabilities amid Low Revenues

Low-income developing countries have been hit by
several concomitant shocks, including the COVID-19
pandemic and the cost-of-living and food security
crises, which have taken their toll on public finances.
Fiscal deficits in low-income developing countries,
at an average 4.2 percent of GDP in 2022, showed
moderate improvements relative to the worst of the
pandemic. Primary spending remained stable at
16.9 percent of GDD, just below its 2021 level, on
average, as countries increased fuel subsidies and social
spending to respond to rising energy and food import
prices. The increase in spending was larger among
commodity exporters (Burundi, Democratic Republic
of Congo) and oil exporters (Nigeria, Yemen), with the
latter group benefitting from more fiscal space thanks
to high energy prices. In non-oil commodity exporters,
the average fiscal deficit rose by 0.6 percentage points
in 2022, reversing the improvement in 2021, as both
primary spending and debt service payments increased.
For commodity importers, fiscal deficits narrowed by
1.1 percentage point, on average, with the decreases
driven by spending cuts including a reduction in fuel
subsidies (Kenya) and slower execution of infrastructure
spending (Vietnam), or new tax measures (Kenya).

Fiscal deficits in low-income developing countries
are expected to remain stable on average in 2023
at 4.2 percent of GDD, despite a deterioration of
0.3 percent of GDP in non-commodity exporting
countries. In contrast, commodity exporters will reduce
their deficit by 0.4 percentage point in 2023, driven by
spending cuts, including reductions in fuel subsidies
(Democratic Republic of Congo, Mauritania), even as
progress in revenue mobilization weakens, reflecting
lower commodity prices and slowing growth.

In addition to the multiple shocks that have
occurred since the pandemic, some international debt
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Figure 1.8. Impact of Exchange Rate Depreciation on Debt
Change, and Potential Debt Service Suspension Initiative
Savings, 2021-22

(Percent of GDP)

5- W Contribution of exchange rate depreciation to debt increase
B Potential DSSI savings
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Cote d’lvoire
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Chad

Kenya
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Sources: IMF, World Economic Outlook database; World Bank; and IMF staff
calculations.

Note: The figure shows the impact of exchange rate depreciation in 2022 on
changes in the debt ratio between the end of 2021 and the end of 2022. It also
shows estimated debt service payments owed between January and December
2021. Estimated debt service payments owed to all official bilateral creditors as
per the World Bank Debtor Reporting System and International Debt Statistics (IDS)
definitions and classifications. Estimates are derived from annual IDS projections
based on end-2020 external public and publicly guaranteed debt outstanding and
disbursed. DSSI = Debt Service Suspension Initiative.

relief measures have expired, such as the Debt Service
Suspension Inidative (DSSI) that ended in 2021. At
the beginning of 2023, 11 countries were in debt
distress and another 28 countries were at high risk
of debt distress. Average public debt in low-income
developing countries in 2022 remained stable at
48.2 percent of GDD, just below the level in 2020.
However, the debt burden soared for countries with
a high share of foreign currency borrowing, as their
exchange rates depreciated (Figure 1.8).

Over the medium term, average debt is
projected to decline from 48.3 percent of GDP
in 2023 to 43.2 percent of GDP in 2028, still
above prepandemic levels but featuring significant
projected declines in large countries (Ethiopia, Kenya,
Uzbekistan, Vietnam). Nevertheless, debt-servicing
burdens are expected to climb above prepandemic
levels. In some low-income developing countries,
debt is projected to continue rising (Nigeria), and
some have asked for debt relief under the Group
of Twenty (G20) Common Framework (Chad,
Ethiopia, Ghana, Zambia). Chad recently reached
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Figure 1.9. Total Tax Collection

(Percent of GDP)
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.

a debt treatment agreement with creditors under
the framework.

Low-income developing countries have also made
limited progress in ramping up their tax capacity, as
is needed to achieve the Sustainable Development
Goals and manage their debt burdens. In 2022,
tax-to-GDP ratios in low-income developing countries
remained, on average, 4.7 and 13.5 percentage points
lower than those in emerging markets, and advanced
economies, respectively (Figure 1.9). In some cases,
total revenues remain exceptionally low (NVigeria at
8.8 percent and Bangladesh at 8.7 percent of GDP).
Tax revenues-to-GDP ratios, on average, surpassed
prepandemic levels in 2022, but in 28 of 57 countries
for which tax revenue data exist, tax collection remains
below its prepandemic levels (Cameroon, Ethiopia,
Honduras, Tanzania, and Vietnam, among others).
Stronger efforts will be needed to increase revenue
capacity, which has been stagnant for the past 20
to 30 years (revenues can fluctuate significantly,
especially in commodity-rich countries). Progress has
been sluggish, especially in the decade following the
global financial crisis, in mobilizing revenues from
personal income, corporate, and indirect taxes, despite
waves of tax reforms that have included the adoption
of large taxpayer units to monitor and maintain
relationships with large businesses and, in some cases,
high-net-worth individuals (Box 1.1 and Online
Annex 1.1).2

2However, the benefits of better monitoring and servicing of
corporate taxpayers seem to materialize over longer stretches of time,
and with considerable variability in magnitude (Online Annex 1.1).



Table 1.1. General Government Fiscal Balance, 2018-28: Overall Balance

CHAPTER 1
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(Percent of GDP)
Projections

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
World -29 -36 -96 -66 -47 -50 -46 -45 -43 -42 -42
Advanced Economies -24 -30 -10.2 -75 -43 -44 -42 -41 -39 -38 -39
Canada 0.4 00 -109 -44 07 -04 04 -03 -02 -041 0.0
Euro Area -04 06 -741 -54 38 -37 28 -23 -21 -20 -19
France -23 3.1 -90 65 49 -53 48 45 41 -39 40
Germany 1.9 15 43 37 -26 37 -19 -09 -07 -05 -05
Italy -22 -5 -97 90 -80 37 -33 -23 -18 -13 -07
Spain’ -26 3.1 -1041 -69 45 -45 35 -38 40 40 40
Japan -25 30 -91 -62 -78 -64 40 -29 -31 -34 37
United Kingdom -22 22 -130 83 -63 58 44 42 -39 -39 -37
United States? -53 57 -140 -116 -55 -63 68 -7.1 -69 66 -6.8
Other Advanced Economies 1.2 -0.1 -48 13 0.2 0.7 0.7 0.7 0.7 0.6 0.6
Emerging Market and Developing -35 -45 -86 -52 -52 58 -53 -50 48 -47 A7

Economies
Emerging Markets excl. China -30 -34 -82 -45 -34 50 -44 -41 38 3.7 3.6
Excluding MENA Qil Producers -37 48 -89 55 60 -63 57 55 52 51 -5.0
Asia -42 58 -97 65 -74 68 -63 62 -60 59 -59
China3 -43 6.1 97 60 -75 69 64 -63 62 -6.1 6.0
India -64 -77 -129 96 96 -89 83 -79 77 17 -76
Europe 03 06 -55 -19 -28 58 40 35 -29 27 -24
Russian Federation 29 1.9 -4.0 0.8 2.2 —6.2 —2.8 -1.8 -0.8 -0.3 0.2
Latin America -50 41 -88 45 -39 52 44 37 32 30 -27
Brazil -70 58 -133 43 -46 -88 82 66 -55 49 44
Mexico -22 23 44 39 44 41 =27 =27 27 27 27
MENA -17 25 -85 -21 26 -10 -7 -20 -9 -9 -21
Saudi Arabia -55 42 -107 -23 25 -141 -12 08 -03 -01 -0.3
South Africa -37 47 -96 56 45 -59 6.1 -67 63 63 65
Low-Income Developing Countries -33 -35 -50 -47 -42 -42 -40 -38 -3.7 -3.7 -3.6
Kenya -69 -74 -84 -71 -60 52 44 39 -39 -40 -39
Nigeria -43 47 -56 60 55 -53 54 56 -58 6.0 -6.1
Vietnam -0 04 -29 34 -25 33 -31 -29 25 -23 20
0il Producers 04 -01 -75 -4 20 -03 0.1 0.0 00 -01 -0.2

Memorandum
World Output (percent) 3.6 2.8 -2.8 6.3 3.4 2.8 3.0 3.2 3.2 3.1 3.0

Source: IMF staff estimates and projections.

Note: All country averages are weighted by nominal GDP converted to US dollars (adjusted by purchasing power parity only for world output) at average market
exchange rates in the years indicated and based on data availability. Projections are based on IMF staff assessments of current policies. In many countries,

2022 data are still preliminary. For country-specific details, see “Data and Conventions” and Tables A, B, C, and D in the Methodological and Statistical

Appendix. MENA = Middle East and North Africa.
1 Including financial sector support.

2 For cross-economy comparability, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension
liabilities and the imputed compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by
the United States but not in countries that have not yet adopted the 2008 SNA. Data for the United States in this table may thus differ from data published by the

US Bureau of Economic Analysis.

3 China's deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than IMF staff’s estimates in China

Article IV reports (see IMF 2023 for a reconciliation of the two estimates).

What Explains the Unusually Large Movements
in Deficits and Debt?

Since early 2020, public finances worldwide have
been hit by large shocks and subject to exceptional
policies that make it more complex to understand
developments in fiscal variables and policy stances.
This section takes a deeper look at these developments
to inform policies.

Inflation Surprises and Declining Debt Ratios
Since the onset of the COVID-19 pandemic, debt

dynamics have been characterized by unprecedented
fluctuations (IMF 2022).3 The largest one-year debt
surge since World War II took place in 2020, with

private debt (Gaspar, Medas, and Perrelli, 2022).

3The exceptional debt dynamics have been both for public and
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Table 1.2. General Government Debt, 2018-28

(Percent of GDP)
Projections
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Gross Debt
World? 828 843 997 955 921 933 946 961 97.3 98.4 99.6
Advanced Economies 102.9 104.0 1229 1174 1125 1124 113.6 115.0 1159 116.7 117.8
Canada? 90.8 902 1189 1151 106.6 1051 1022 992 962 936 911
Euro Area 856 835 966 949 909 898 8.0 879 8.9 862 854
France 97.8 974 1147 1126 1111 1114 1124 1128 1133 1142 1150
Germany 613 589 680 686 665 672 665 644 623 609 596
Italy 1344 1341 1549 1498 1447 1403 140.0 1385 1369 134.8 1319
Spain 1004 982 1204 1184 1120 1105 1083 1079 1083 108.7 109.3
Japan 2324 2364 2587 2554 2613 2582 256.3 2576 259.2 2615 264.0
United Kingdom 852 845 1056 1081 1026 106.3 109.7 1128 1127 113.0 1131
United States? 107.4 1087 1335 1264 1217 1222 1258 1291 1318 134.0 136.2
Emerging Market and Developing 52.7 55.1 64.8 643 646 675 69.8 722 743 763 781
Economies
Emerging Markets excl. China 51.0 526 623 594 56.2 573 577 58.2 58.4 58.6 58.7
Excluding MENA Qil Producers 553 576 675 671 684 714 7441 768 793 817 838
Asia 56.5 598 702 715 751 79.1 826 862 894 925 954
Chinad 56.7 604 701 718 771 824 872 920 965 1008 104.9
India 704 750 885 847 831 832 837 838 838 837 836
Europe 29.0 285 370 347 327 369 379 386 390 392 392
Russian Federation 136 137 192 16.5 196 249 263 253 243 232 215
Latin America 674 683 773 719 697 686 693 70.1 703 703 701
Brazil* 8.6 879 968 907 859 84 915 937 952 960 96.2
Mexico 536 533  60.1 587 560 556 558 563 56.9 575 579
MENA Region 403 439 554 521 430 425 412 M6 420 423 425
Saudi Arabia 176 216 31.0 288 226 236 231 223 215 207 199
South Africa 517 562 690 690 710 723 740 771 80.0 824 849
Low-Income Developing Countries 1.7 428 484 484 48.2 483 468 458 449 442 432
Kenya 56.4 591 678 670 679 666 654 64.1 62.7 611 59.5
Nigeria 27.7 292 345 365 380 388 39.0 403 415 423 431
Vietnam 435 408 413 393 371 36.3 354 346 338 329 313
0il Producers 444 457 604 56.0 491 505 499 494 488 483 41.7
Net Debt
World? 672 682 8.0 779 746 753 768 77.9 78.7 79.4 80.2
Advanced Economies 73.9 747 8.8 846 81.6 825 843 8.7 86.7 87.6 88.7
Canada? 11.6 85 157 154 13.9 14.1 139 137 131 12.5 12.0
Euro Area 706 690 790 778 748 745 743 737 732 728 724
France 89.2 889 1017 1006 990 994 1004 1008 101.3 1022 103.0
Germany 422 401 454 456 451 46.7 468 456 443 435 427
Italy 1218 1217 1414 1373 133.0 1293 1294 1282 1269 1251 1226
Spain 849 837 1030 1023 974 966 952 953  96.1 96.9 979
Japan 1511 1517 1623 1569 1627 161.0 159.3 159.2 1594 160.2 161.3
United Kingdom 754 746 945 967 919 951 982 101.0 100.9 1012 101.2
United States? 81.1 83.1 983 983 942 955 998 1031 1057 108.0 110.5

Source: IMF staff estimates and projections.

Notes: All country averages are weighted by nominal GDP converted to US dollars (adjusted by purchasing power parity only for world output) at average
market exchange rates in the years indicated and based on data availability. Projections are based on IMF staff assessments of current policies. In many
countries, 2022 data are still preliminary. For country-specific details, see “Data and Conventions” and Tables A, B, C, and D in the Methodological and
Statistical Appendix. MENA = Middle East and North Africa.

1 Gross and net debt averages do not include the debt incurred by the European Union and used to finance the grants portion of the NextGenerationEU (NGEU)
package. This totaled €58 billion (0.4 percent of EU GDP) as of December 31, 2021, and €158 billion (1 percent of EU GDP) as of February 16, 2023. Debt
incurred by the European Union and used to on-lend to member states is included within member state debt data and regional aggregates.

2 For cross-economy comparability, gross and net debt levels reported by national statistical agencies for economies that have adopted the 2008 System of
National Accounts (Australia, Canada, Hong Kong SAR, United States) are adjusted to exclude unfunded pension liabilities of government employees’ defined-
benefit pension plans.

3 China's deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than IMF staff's estimates in China
Article IV reports (see IMF 2023 for a reconciliation of the two estimates).

4 Gross debt refers to the nonfinancial public sector, excluding Eletrobras and Petrobras, and includes sovereign debt held on the balance sheet of the central bank.
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global public debt reaching almost 100 percent

of GDP, reflecting a pandemic-induced economic
contraction and associated fall in tax revenues, as

well as unprecedented policy responses deployed by
governments (Figure 1.10, panel 1). In the subsequent
two years, debt declined at an unusually fast pace
(Figure 1.10, panels 2 and 3). The global trends mask
large differences across country groups, however. In
advanced and emerging market economies, public
debt fell, despite positive (yet declining) primary
deficits, thanks to the growth rebound and inflation
surprises. In low-income developing countries,
however, a combination of exchange rate depreciation,
primary deficits, and nominal interest rates more than
offset the impact of inflation surprises, leading to a
small increase in their overall debt-to-GDP ratios
(Figure 1.10, panel 3).4

The role of inflation surprises in debt reduction
during 2022 was shaped by individual countries
debt size and composition (Figure 1.11). Countries
with high initial levels of debt, combined with large
inflation surprises and strong growth, experienced
significant debt declines (Greece). In some emerging
market economies, on the other hand, rising interest
rates almost fully offset the impact of inflation
surprises (/ndia). In some low-income developing
countries, overall debt increased as nominal exchange
rate depreciation and primary deficits more than offset
the effects of inflation (Senegal).

Looking ahead, as fiscal and monetary policies
normalize, inflation subdues, and real interest rates
rise, debt dynamics are also expected to change. Under
current projections, advanced and emerging market
economies will require larger primary balances to
prevent a further rise in debt ratios. However, there
is great uncertainty surrounding the projections,
namely for long-run growth and interest rates,
and debt developments may prove different than
initially expected, as the experience after the global
financial crisis showed. Compared with forecasts
prepared in 2010, fiscal consolidation did not
materialize, and debt ratios remained stable thanks to
lower-than-expected interest rates (Han, Mauro, and
Ralyea, forthcoming).

“The difference with respect to Table 1.2 is driven by
country coverage.

CHAPTER 1 ON THE PATH TO POLICY NORMALIZATION

Figure 1.10. Drivers of Change in General Government Debt
(Change in end-of-year debt stocks as percentage of GDP)
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: The figure shows contributions to changes in the debt-to-GDP ratio, following
Escolano (2010). Stock-flow adjustment includes effects of exchange rate
depreciations. GDP deflators are used for inflation. The country averages are
constructed by weighting the debt change by nominal fiscal year GDP in dollars in
the most recent year of the change. Selected groups of countries. Excl. = excluding.
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Figure 1.11. Drivers of Annual Change in General Government

Debt, 2021-22
(Percent of GDP)

30-

Inflation Spikes and the Budget Balance

In addition to the debt-to-GDP ratio, inflation

surprises can also affect budgetary aggregates, such as

W Primary deficit | Stock-flow adjustment
Nominal interest rate Inflation

M Real GDP W Nominal exchange rate

@ Change in debt to GDP

the overall fiscal balance (see Chapter 2 for an analysis
of various channels and their implications). High 20-
inflation may also make conventional fiscal indicators
an inaccurate gauge of policy efforts (Tanzi, Blejer,
and Teijeiro 1987). For instance, an improvement

in a country’s overall balance may partly reflect tax

buoyancy from an inflation surprise (combined with
budget spending targets set in nominal terms) rather _10- . ]
than consolidation measures.

In 2022, most governments enjoyed positive 90~

revenue surprises, stemming in part from tax buoyancy

related to inflation surprises (Figure 1.12; see also 304 . . . . , , ,

CHN ZAF SEN CHL FRA IND MEX BRA TUR GRC

Online Annex 1.4 for the effect of inflation surprises

on primary balances and debt)-6 On average, these Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: The figure shows contributions to changes in the debt-to-GDP ratio, following
Escolano (2010). The sample includes a selected set of countries for which the
share of general government debt in foreign currency is available. GDP deflators

are used for inflation. Data labels in the figure use International Organization for

revenue surprises amounted to 3.1 percent of GDP
in advanced economies and 2.5 percent in emerging
market economies. Commodity exporters (for example,

Australia, Brazil, Saudi Arabia) experienced even larger
revenue surprises, reﬂecting positive terms of trade
shocks, while the benefits were smaller for commodity
importers, especially for those that experienced a

large fall in the terms of trade. Some countries saved,
to different degrees, part of the resulting windfalls

A country’s fiscal balance may also not accurately measure the
fiscal impulse, as interest payments may include an inflationary
component that has no relevance to aggregate demand. Some argue
that if the inflationary component of interest rates is not removed
from interest payments, the deficit will be overstated by the size of
the amortization element included, which has no relevance to the
aggregate demand. To alleviate this issue, alternative measures of a
country’s fiscal deficit have been proposed, such as the “operational
balance,” which excludes the inflation-induced portion of interest
payments from deficit calculations (Blejer and Cheasty 1991).

The amount of the revenue surprise saved by government is
calculated as the difference between realized and projected revenues
(“revenue surprise”) and an “expenditure surprise” calculated the
same way. Projected revenues and expenditures used are from the
January 2022 World Economic Outlook vintage, which pre-dates the
economic implications of Russia’s invasion in Ukraine. Both actual
and projected revenue and expenditures are divided by 2022 GDP
from the April 2023 World Economic Outlook database. Hence,
inflation surprises in 2022 should mostly drive revenue surprises.
Nevertheless, the surprises may include factors other than inflation
surprises, namely, terms-of-trade shocks and measures taken by
government to address the cost-of-living crisis, both on the revenue
and expenditure side. For example, the United Kingdom introduced
reductions in fuel duties and rebates in council taxes, affecting

80 percent of households in the country, to dampen price pressures.

Online Annex 1.4 also presents an alternative exercise that assesses
how the indexation of tax brackets and expenditure items (public
wages, pensions, and social transfers) has affected primary balances
across a select group of countries at different income levels.

10 International Monetary Fund | April 2023

Standardization (ISO) country codes.

(difference between dark and light blue bars in

Figure 1.12). Even when countries did not save the
surprise revenue, some observed significant drops in debt
ratios due to rising nominal GDP. However, neither the
size of a country’s revenue surprise nor its overall fiscal
deficit displays a close association with its inflation rate,
suggesting that additional factors were at play.

An important source of variation of spending across
countries in 2022 was the surge in energy and food
prices, which prompted several governments to introduce
measures to support people and firms. An analysis
of subcomponents of expenditures reveals that some
countries (France, Germany, Italy, Mexico) allocated a
substantial portion of this additional spending to “other
spending,” which includes subsidies (Figure 1.13).

Challenges for Governments amid Spending Pressures

Inflation surprises may lead to a persistent increase
in some spending items, for instance, through
backward-looking indexation practices (see Chapter 2
for indexation practices by countries). More generally,
governments are likely to confront social and economic
pressures to compensate various groups for past
and future increases in the cost of living. In 2022,
several governments introduced ad-hoc adjustments

to compensation to civil servants and pension



Figure 1.12. What Share of Revenue Surprises Was Saved?
(Percent of 2022 GDP)
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2. Selected Emerging Market Economies

M Revenue surprise -13
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® 2022 inflation (right scale) ~ 1
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.
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Note: The revenue (expenditure) surprise is the difference between actual and projected revenues (expenditures), divided by actual 2022 GDP. All variables are in nominal
terms. Projections are from the January 2022 World Economic Outlook Update vintage, which predates Russia’s invasion of Ukraine. Figures for 2022 are from the April
2023 World Economic Outlook database. Data labels in the figure use International Organization for Standardization (ISO) country codes.

benefits to mitigate surges in energy and food prices
(Amaglobeli and others 2023).” Because inflation
surprises eroded public wages in real terms in 2021
and 2022 (Figure 1.14), countries will likely experience
significant spending pressures as indexation operates
with a lag or if workers request compensation. Past
evidence shows that fiscal consolidations undertaken in
higher-inflation environments are shorter, but have a
larger effect on reducing debt, than those undertaken
in a low-inflation environment.® An empirical analysis
of fiscal consolidations in 25 advanced and emerging
market economies reveals that consolidations improved
the cyclically adjusted primary balance more when
inflation was high (defined as above the 75th percentile
of the distribution of Consumer Price Index inflation,
or 4.6 percent) than when it was low (below the 25th
percentile of the distribution of Consumer Price Index
inflation, or 1.7 percent) (Figure 1.15, panel 1). When
inflation was high, fiscal consolidations also resulted in
larger debt reductions (Figure 1.15, panel 2).

7One-off adjustments to pensions or transfers to pensioners were
introduced (Czech Republic, Germany, Hungary, Portugal, Sri Lanka),
as well as increases in minimum wages (Andorra, Argentina, Tiirkiye)
and wages for civil servants (Bosnia and Herzegovina, Democratic
Republic of Congo, France, Sri Lanka).

8Fiscal adjustment under very low (close to zero) inflation requires
cutting nominal spending and can prove more challenging (Bandeira
and other 2018). Moreover, downward wage rigidities also make
cutting spending more difficult when inflation is particularly low.

9Point estimates suggest that fiscal consolidations during high
inflation reduced debt, but the effect was not statistically significant.
See Online Annex 1.2 for more details on the methodology and
the dataset.

Governments will need to find the right balance
between avoiding excessive real cuts in some spending
items and achieving an appropriate overall fiscal
stance consistent with reducing inflation, deficits,
and debt. Clear communication by governments
can help to steer the public’s expectations and avoid
de-anchoring inflation expectations—especially

in countries where public wages influence private

Figure 1.13. Inflation Effects on Different Types of

Expenditures: Expenditure Forecast Errors
(Percentage points)
4= m Social benefits
| Compensation of employees
3- M Goods and services -
M Not elsewhere specified
Overall non-interest expenses

Australia South  Saudi Germany France Mexico Italy Korea
Africa  Arabia

Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: Figure includes only Group of Twenty countries that report data for all
spending categories depicted.Bars report the difference between government
expenditure, and its components for 2022, as a share of GDP, in the January 2022
World Economic Outlook Update, and those from the April 2023 World Economic
Outlook database.
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Figure 1.14. Difference in Projected and Actual Real Public

Wage Growth
(Percentage points)

W Advanced economies
—8- M Emerging market economies -
| Low-income developing countries
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.
Note: Bars plot the difference between the real public wage growth projected in
the October 2019 World Economic Outlook and actual real public wage growth
based on the April 2023 World Economic Outlook.

sector wages. Indexing public wages, pensions,

and welfare payments may reduce uncertainty and
compensate for losses in real incomes (see Chapter 2).
However, pervasive indexation can harm public
finances and make inflation more persistent—
eventually requiring a more disruptive monetary and
fiscal tightening.

In general, governments can prepare budgets
consistent with inflation targets but incorporate
some flexibility to respond to inflation surprises. The
degree of real adjustments should be decided in the
context of a budget set consistently with broader
fiscal goals, while prioritizing different programs,
including social benefits for vulnerable households.
Automatic indexation of wages to inflation or
other variables outside government control may
lead to spending increases that are inconsistent
with a government’s fiscal objectives (IMF 2016).
Governments should preferably adopt systematic,
rules-based, and regular benefit adjustment regimes
that allow for some flexibility. Social benefits
should typically be adjusted once a year, but in
the current high-inflation environment, applying
interim adjustments may be necessary to shield
vulnerable households from significant losses in their
purchasing power.

Large inflation surprises also complicate choices
when governments must comply with expenditure
rules. An expenditure rule expressed in nominal terms
can imply large cuts in real government expenditures
if inflation surprises on the upside. It may in some
cases be appropriate to set up a rule this way,
especially if reducing inflation requires curbing excess
demand pressures, but it may also involve difficult
policy choices. Some countries (for example, Sweden)
already include safety margins in their budgets to

Figure 1.15. Effects of Fiscal Consolidation: High Inflation versus Low Inflation

(Percent of GDP)
1. Effect on Cyclically Adjusted Primary Balance
1.2- — Low inflation (WDI) (25%) —— High inflation (WDI) (75%) -
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Source: IMF staff calculations.

Years after fiscal consolidation onset

Note: Based on fiscal consolidations in 25 countries (15 advanced economies and 10 emerging market economies) from 1985 to 2016. Fiscal consolidation episodes and
sizes are constructed using a news-based narrative approach from DeVries and others (2011), Alesina and others (2013), and David, Guajardo, and Yépez (2022).
Coefficients measure the impact of fiscal consolidations on the cyclically adjusted primary balance and debt-to-GDP ratio in low- and high-inflation periods (defined as the
25th and 75th percentiles of Consumer Price Index inflation, respectively) using panel local projection estimations, controlling for two-way fixed effects and lags of real GDP
growth and real GDP per capita. Shaded areas denote 90 percent confidence intervals for the respective scenarios. Standard errors are clustered at the country level.
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allow for growth and inflation surprises based on
historical averages.

If expenditure limits are set in real terms,
compliance is not as affected by the level of inflation.
However, spending rules set in real terms may also
be more complicated and less transparent in terms of
how they account for inflation surprises. For example,
in some countries, the degree of indexation allowed
varies by type of spending, may be done with a lag,
and may create space to increase other spending.
Moreover, spending rules set in real terms may result
in countries fully accommodating inflation surprises,
making higher inflation more entrenched. Ceilings on
real spending growth are relatively more frequent in
emerging market economies than in other groups of
economies (Figure 1.16). The 2016 expenditures rule
in Brazil was set in real terms and is currently being
revised. This 2016 rule had set a ceiling on federal
government real primary expenditure, with some
exclusions, and indicates that nominal expenditure
can grow in line with inflation. In Finland, the
rule sets annual limits to government expenditure
for the four-year term of office of the government,
with limits set in real terms for primary noncyclical
expenditure.

Ultimately, fiscal rules may need to be designed for
periods with broadly stable inflation and safety margins
used to deal with upside surprises. In the context of
the pandemic, countries also took advantage of fiscal
rules being suspended or escape clauses being activated
to adjust policies flexibly amid the different large
shocks they faced.

More generally, as countries return to fiscal rules, it
is timely to reflect on how to improve rule-based fiscal
frameworks. Such frameworks should be designed with
the right balance between having enough flexibility
to adjust to shocks and being credible. Key elements
of a revamped fiscal framework include feasible and
stable medium-term fiscal plans with transparent fiscal
anchors, flexibility to respond to shocks, risk-based
rules that ensure a path to debt sustainability and
buildup of fiscal buffers, and the strengthening of
institutions to increase credibility and accountability
(more transparency and upgraded independent
fiscal councils). Shocks or surprises can then be
accommodated within a well-defined framework
depending on an assessment of risks and consistent
with medium-term debt sustainability (Caselli and
others 2022).

CHAPTER 1 ON THE PATH TO POLICY NORMALIZATION

Figure 1.16. Number of Countries with Expenditure Rules as

of 2022
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Sources: IMF, Fiscal Rules Database (2022); and IMF staff calculations.

Ongoing Food and Energy Crises

Even as price pressures have subsided, countries
have continued to cope with the aftermath of global
food and energy price shocks and the high level of
uncertainty surrounding the economic outlook and
its fiscal implications. Governments have introduced
a wide array of measures to mitigate the shocks
(Amaglobeli and others 2023), and many of these
measures have been extended in 2023.

Tackling Food Insecurity in Low-Income
Developing Countries

The war in Ukraine has intensified price pressures
in global food product markets in a context of
already-soaring commodity prices and surging inflation
from demand recovery and supply chain disruptions.
Although global commodity food prices have fallen
from their peak levels in mid-2022, domestic prices
continue to be elevated, and the risks to food
production will continue to threaten food price
stability in 2023. The persistent conflict in Ukraine
may further disrupt cereal production and prolong
overly high costs of fertilizers.

Low-income developing countries continued to
suffer the most from persistently high food price
inflation throughout the pandemic (Figure 1.17,
panel 1). Food accounts for a larger share of household
consumption baskets in low-income countries. In
addition, high reliance on imported food makes
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Figure 1.17. Food Prices and Food Insecurity

1. Consumer Food Price 2. Acute Food Insecurity Projections, 2022
(Percent change, year-on-year) (Percent of population)
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Sources: Haver Analytics; Rother and others 2022; and IMF staff calculations.
Note: The map is from Rother and others (2022). Panel 2 includes data for 39 countries. The projection period varies by country between January 2022 and February 2023.
See IPC Technical Manual Figure 27 for a detailed description of the classification system. The boundaries, colors, denominations, and any other information shown on the

maps do not imply, on the part of the International Monetary Fund, any judgment on the legal status of any territory or any endorsement or acceptance of such boundaries.
AEs = advanced economies; EMs = emerging markets; LIDCs = low-income developing countries.

households in low-income countries vulnerable to Strong and timely action across countries is
movements in exchange rates.!® In many of these necessary to mitigate the food crisis (April 2022
countries, high oil prices have exacerbated domestic Fiscal Monitor). International humanitarian assistance,
food price inflation through their impact on transport backed by the full funding of the World Food
and food distribution costs. Programme, is crucial to adequately and swiftly
About 860 million people worldwide were help vulnerable households facing food insecurity.
estimated to be malnourished in August 2022, a Effective fiscal policy measures at the domestic level
steep increase from less than 800 million in 2021. should focus on improving social assistance while
Of these, 345 million people were suffering from building resilient public infrastructure to improve
acute food insecurity. Many live in sub-Saharan poorer households’ access to affordable food, facilitate
Africa, often in fragile and conflict-affected states expansion of climate-resilient agricultural production,
(FAOSTAT 2023) (Figure 1.17, panel 2). Extreme and support quicker recovery from adverse climate
weather events and conflicts (for example, those events. The IMF’s new food shock window under
in Chad, Somalia, Sudan, and Yemen and in the its Rapid Credit Facility and Rapid Financing
north of Mozambique) also contribute to food Instrument is designed to help member countries
insecurity by impeding domestic food production. fill the balance of payments gap associated with
Meanwhile, the coverage and adequacy of social global food price shocks and to support the most
safety nets is weak, and many of the countries vulnerable through feeding programs and cash and
most affected also face tight budget constraints. in-kind transfers.

As a result, food insecurity is expected to peak at
unprecedented levels in 2023 (World Bank 2023).

Recent projections suggest that almost 8 percent of From Energy Crisis to Clean Energy Transition
the world’s population could still be facing hunger The softening of global energy prices is providing
in 2030 (FAO and others 2022). breathing room for governments, but risks remain.

Ensuring energy security, while accelerating the green
transition, remains a policy priority.
10The global food import bill increased by 10 percent
year-over-year in 2022 alone, surpassing historical records (FAO and
others 2022). The average import share of total wheat consumption h holds. Th X |
in low-income countries is 80 percent, compared with 50 percent for measures to protect households. The Internationa

other importing countries. Energy Agency estimates global fossil fuel

The large volatility in energy prices in the last
two years led governments around the world to take
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Figure 1.18. Fiscal Costs of Energy Price Increases

1. Fiscal Costs of Food and Energy Support Policies, by Income Group
(Percent of GDP, median)
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2. France: Sharing of Burdens from Energy Crisis
(Billions of euros)
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Sources: Updated results of the DEFPA IMF Country Desk Survey from Amaglobeli and others (2023); Direction Générale du Trésor; and Ministry of the Green Transition.
Note: In panel 1, whiskers reflect the 20th and 80th percentiles. Dots reflect the median and the number of policies announced. In panel 2, “Before government support”
shows counterfactual sharing of the energy cost burden among economic agents. The projected increase in the energy price for 2022 uses futures price as of August 2022,
with France’s imported energy mix incorporated. “After government support” shows projected sharing after measures introduced are incorporated. Energy consumption
data are from a 2019 survey by Ministry of the Green Transition, and the share is assumed to remain the same. AEs = advanced economies; EMEs = emerging market

economies; LIDCs = low-income developing countries.

consumption subsidies doubled from the previous
year to an all-time high of $1 trillion.!! In addition,
countries spent an additional 0.5 trillion on other
spending measures to help households (more than
two-thirds of them in Europe). Countries with
existing energy subsidies have faced substantial fiscal
costs, which exceeded 2 percent of GDP in 2022
alone for some countries (Bolivia, Cameroon, Ecuador,
Iraq, Malaysia, Nigeria, Uzbekistan). Newly announced
policy measures have encompassed targeted measures
(Argentina, Georgia, Thailand) and untargeted
measures (Chile, Ecuador, Jordan, Oman) to dampen
the impact of international prices on domestic prices
(Figure 1.18, panel 1). Suppressing price signals
through energy subsidies can hamper global energy
security by continuing to encourage higher energy
demand, pushing energy prices higher for other
countries. The focus should be on strengthening social
safety nets, including targeted cash transfers, and on
measures to promote energy efficiency. Countries

also need to accelerate their efforts to transition to

renewable energy over time.

'The subsidies are mainly concentrated in emerging market
and developing economies, and more than half were in fossil-fuel
exporting countries (IEA 2023).

Europe provides a stark example of the effects of the
energy crisis, as well as lessons on the effectiveness of
policies, as the shock has been particularly severe owing
to European countries’ reliance on Russian natural
gas. Contrary to fears of a large drag on businesses,
however, economies in European countries have
thus far shown resilience. Energy consumption has
fallen—for example, electricity consumption decreased
an average of 7 percent across European countries in
the fourth quarter of 2022 compared with the same
period in 2021,'2 reflecting various factors, including
increases in energy prices (which provide incentives for
energy efficiency) and unusually warm weather. Major
energy supply disruptions, such as power outages
and rationing, have largely been avoided. Increases
in energy prices have disproportionately affected
energy-intensive sectors and firms with low energy
efficiency. Manufacturing activity has also slowed in
energy-intensive sectors compared with other sectors.
But overall, economic activity and labor markets have
remained resilient.

The more-benign-than-expected effects of the
energy crisis have also reflected significant measures

12According to the European Network of Transmission System
Operators for Electricity.
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Figure 1.19. Impact of Energy Cost Increases for Firms and Fiscal Costs

1. Annual Change in Electricity Prices for Residential and

2. Fiscal Costs of Support to Firms and Sectoral Exposures to the

Nonresidential Consumers, 2022:H1 Energy Price Shock
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Sources: Panel 1. Eurostat; Panel 2. Eurostat (bars), Arregui and others 2022 (yellow dots); and IMF staff calculations.
Note: In panel 1, changes are calculated based on annual electricity prices for residential and nonresidential consumers in euros. Panel 2 uses the country-level two-digit
NACE2 industry classification for manufacturing and construction sectors. See Online Annex 1.3 for details.

taken by governments, such as procuring alternative
sources of energy, as well as shielding—to some
degree—households and firms from the steep rise

in energy prices. In some cases, governments have
shouldered a large share of the fiscal burden, as in

the case of France (Figure 1.18, panel 2). Fiscal costs
related to the energy crises were sizable for all income
groups. For European countries, these costs are
expected to remain elevated in 2022-23 at an average
of 2-3 percent of GDP. The size of the energy bill
reflects not only the unusually large shock but also
the implementation of broad-based and untargeted
measures (for example, intervention in wholesale or
retail energy markets and end-user price cuts through
value-added taxes and other fees and taxes; see
Arregui and others 2022).

Although countries initially directed support mainly
to households, over time they have expanded their
support for firms, which experienced a larger price shock
than households (Figure 1.19, panel 1). Some countries
have provided support to ailing energy companies to
avoid supply disruptions (Finland, Sweden). Whereas
some countries have supported small and medium
enterprises or firms in specific nonenergy sectors (France,
Luxembourg, Norway), others have subsidized energy
or reduced ad valorem taxes for all firms (Germany,
Greece, United Kingdom). A few countries have provided
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support conditional on efforts to increase energy
efficiency (Bulgaria, Luxembourg).

One question is whether countries have
appropriately designed their support to firms in a
way that reflects the size of the shock and potential
economic risks (for example, loss of jobs). A
cross-country comparison reveals that the fiscal cost
of countries’ support measures to firms has not been
proportionate to countries’ exposures to energy
price increases (Figure 1.19, panel 2; see also Online
Annex 1.3 for details). In addition, the capacity of
firms to cope with energy price increases differs from
that of households and across sectors. Unlike during
the pandemic, when public health measures disrupted
normal business operations, firms have margins of
adjustment to dampen increases in energy costs. Firms
can pass cost increases on to consumers by adjusting
prices, reallocating inputs for production, or switching
to alternative energy sources (Bialek, Schaffranka,
and Schnitzer 2023). Early evidence shows that
firms have been adapting to energy price shocks by
swiftly increasing investments in energy efficiency and
renewable technologies (European Investment Bank
and Ipsos Public Affairs 2022; Ifo Institute 2022).

The recent crisis offers some general lessons on the
decision of when and how to support firms. In general,
allowing energy prices to fluctuate creates incentives



for firms to adjust their energy demand. Moreover,

governments can take actions to ensure energy security,

including finding additional sources of energy and
accelerating transition to renewable energy, and they

did so in the recent crisis. But other reasons have also

been given to justify government support:

o Preventing large-scale bankruptcies to reduce the
risk of economic disruption. If firms pass prices
through to final products, government measures
that temporarily shield firms from price shocks just
delay the inevitable transition to renewable sources
of energy at a cost to the budget. If governments
decide in the face of large shocks to support sectors
that are more vulnerable, such support should be
temporary and linked with incentives to promote
energy efficiency and transition to renewable
energy sources.

o Dampening price pressures in a high-inflation
environment, as passing high energy costs through
to final products may have second-round effects
and add price pressures. Such an approach assumes
the energy shock is short-lived, because it would
otherwise risk prolonging the inflation episode. In
addition, measures that shield firms from higher
energy prices can carry large immediate budgetary
costs or contingent liabilities (for example, forcing
electricity companies to take the losses).

o Maintaining the competitiveness of domestic firms,
given the wedge between domestic energy prices
and those of international competitors when energy
price shocks have uneven global effects. To boost
competitiveness in the face of a more persistent
shock, government support should focus on
productivity-enhancing measures and encourage
firms to be energy efficient, rather than providing
temporary relief through price-distorting measures.

Policy Conclusions

Fiscal policy has entered a period of normalization,
with the priority turning to ensuring a consistent
policy mix to deliver price and financial stability and
reduce debt vulnerabilities.

Fiscal deficits and public debt ratios have fallen
since 2020, and inflation surprises have helped the
adjustment of public balance sheets in some countries.
But relying on inflation to keep reducing debt is not a
sustainable approach, as bondholders would demand

CHAPTER 1 ON THE PATH TO POLICY NORMALIZATION

higher interest rates to compensate for higher and
more volatile inflation. Moreover, deficits and debts
generally remain above prepandemic levels, which
means that additional fiscal efforts will be needed in
the years ahead.

In the present environment of high inflation, rising
interest rates, and elevated debt, it is critical that fiscal
and monetary policies are aligned to ensure price and
financial stability. In many countries, fiscal policy
should tighten to help ease inflation pressures, thereby
allowing central banks to raise interest rates by less
than otherwise (see Chapter 2). Such fiscal restraint
should protect priority areas and manage heightened
social demands from the cost-of-living crisis amid a
slowdown in economic growth. Even so, spending
pressures will need to be contained, as different groups
may seek to be compensated for past inflation. Full
compensation could make inflation more persistent
and require additional monetary and fiscal tightening
in the future. An overall fiscal tightening that
protects the vulnerable through targeted measures
can help countries achieve an appropriate policy mix
(see Chapter 2).

Given heightened uncertainty, fiscal policy should
stand ready to respond in case risks materialize. If
elevated inflation proves more persistent, the policy
mix will need to remain tighter for longer. Should
systemic financial stress arise, fiscal policy may need to
intervene swiftly to facilitate the resolution process and
minimize its economic costs, while mitigating moral
hazard (October 2016 Fiscal Monitor). Governance
principles, supported by strong insolvency and
bankruptcy procedures, should be applied in the
decision-making process to safeguard public funds. In
the event that economic growth turns out significantly
weaker than expected and labor market conditions
deteriorate, governments should allow automatic
stabilizers to work, especially where inflation is under
control and fiscal space is available.

Over the medium term, the challenge will be to
reduce debt vulnerabilities and rebuild fiscal buffers.
Projections suggest that modest fiscal adjustments
will not be enough to prevent a rise in debt in many
countries, especially in some large advanced and
emerging market economies. Pressure on public sector
balance sheets could be exacerbated from support to
the private sector in a scenario of heightened financial
turbulence. Building a credible medium-term fiscal
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framework can guide the process and could include

revamped fiscal rules, which many countries are

considering (see Box 1.2).13 In particular,

e Countries can enhance medium-term fiscal
frameworks to combine more flexible rules or targets
with strengthened institutions. A credible and
well-communicated fiscal framework that promotes
consistent macroeconomic policies and addresses
concerns with debt sustainability will be critical.
Interactions between fiscal and monetary policy
should be considered, implying a need for fiscal
policy to support monetary tightening in view of
large inflation surprises.

e Fiscal plans should put a greater emphasis on risk
assessment. Medium-term fiscal policy should be
anchored by debt sustainability objectives and build
up sufficient fiscal buffers over time, consistent with
the expanded role of fiscal policy in times of crises.
Risk-based frameworks should (1) provide incentives
to build up buffers over time, even when there is no
immediate high risk of debt distress; (2) prescribe
more ambitious fiscal consolidation paths for
countries with high debt sustainability risks; and
(3) incorporate well-defined escape clauses to allow
greater flexibility when countries are hit by shocks.

Low-income countries currently face severe
challenges. Increasing revenue collection is necessary
to restore fiscal sustainability and help achieve
the Sustainable Development Goals. In many
countries, tax systems and administration have
improved significantly since the early 1990s, with
the introduction of value-added taxes, large taxpayer
units, and, more recently, electronic filing. However,
revenue growth has disappointed in general (Box 1.1),
which calls for rethinking tax systems and boosting tax
revenues by adopting and implementing medium-term
revenue strategies. These should include reducing
levels of informality, establishing effective reporting
and auditing systems in synergy with digitalization
efforts, and improving incentives for tax compliance
in a cost-effective manner. Tax policy settings need to
be redesigned, revenue agencies reformed, and legal
frameworks strengthened to build efficient, equitable,
and effective tax policy frameworks.

13Two recent IMF staff papers discuss these revamped rules.
Davoodi and others (2022) provide an account of recent trends
relating to fiscal rules and fiscal councils, and Caselli and others
(2022) discuss the return to fiscal rules.
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The recent energy crisis has highlighted the need to
press ahead with an energy transition consistent with
climate goals and energy security. The energy crisis
should provide momentum for countries to accelerate a
clean energy transition with a faster shift to low-carbon
energy (for example, the EU Innovation Fund for
demonstrating innovative low-carbon technologies)
and more resilient and efficient energy systems.

The COVID-19 pandemic and increased
geopolitical tensions have tested international relations
and raised questions about the benefits of global
integration (Aiyar and others 2023). Now more than
ever, however, international cooperation is crucial to
tackle these urgent global challenges. Countries should
avoid unilateral actions, such as the introduction of
export restrictions. Moreover, international cooperation
is needed to help highly indebted low-income
developing economies. It is urgent to strengthen the
international financial architecture, especially in the
areas of debt resolution and enhancing the Global
Financial Safety Net. The latter is a set of institutions
and mechanisms that provide insurance against crises
and financing to mitigate their impact. In some
cases, a comprehensive approach that encompasses a
country’s fiscal consolidation efforts as well as debt
restructuring—renegotiation of terms of servicing of
existing debt—may be necessary.!4

Regarding the climate agenda, global coordination
of carbon pricing, investment in renewable energy,
subsidies to promote a green transition, and data
transparency and sharing are needed for a number
of reasons, among them to avoid trade tensions.
International agreements on climate change mitigation
and on ensuring financing for the climate transition
and adaptation, especially in low-income countries,
should be priorities for the global community.
Furthermore, international cooperation on taxation,
including in the areas of corporate taxation,
transparency, and carbon pricing, can encourage
necessary investments by mobilizing resources to
address common concerns that countries face around
the world (April 2022 Fiscal Monitor; see also de
Mooij, Klemm, and Waerzeggers 2023).

14See Chapter 3 of the April 2023 World Economic Outlook for a
discussion of debt restructuring and the effectiveness of reductions in
the face value of debt, particularly, under coordinated and large-scale
initiatives for debt reductions such as the G20 Common Framework
for highly indebted low-income countries.



CHAPTER 1

Box 1.1. Improving Tax Capacity in Emerging Market and Developing Economies

In the decade before the COVID-19 pandemic,
countries made mixed progress in mobilizing
domestic revenue, including revenue to fund the
Sustainable Development Goals agenda. On average,
tax collection in emerging market and developing
economies stagnated after the global financial crisis,
mostly owing to slow progress in personal income
tax collection (against the backdrop of stubbornly
large informal sectors), as well as weak corporate
income and indirect tax performance (Figures 1.1.1
and 1.1.2).

Difficulties in implementing the significant
transformations in emerging market and developing
economies over the past 30 years can partly account
for the slower progress in mobilizing revenues. Since
the 1990s, a number of countries have reshaped their
tax systems, changing both their tax policies—Dby

introducing value-added taxes, for instance—and their
tax administration practices—by segmenting taxpayers
according to risk, including by establishing large
taxpayer units (see Online Annex 1.1) and initiating
the expansion of electronic services. Emerging

market and developing economies that established
large taxpayer units are found to have increased their
total-tax-to-GDP ratios from 0.5 percent of GDP

to as much as 3.6 percent of GDP after about two
decades of the units’ operations. As reform waves
have abated, however, translating new tax systems
into higher tax collection has often been undermined
by unstable political leadership and frequent staff
turnover, inadequate human and financial resources,
and the lack of a comprehensive vision of tax capacity
as part of state capacity (Gaspar, Jaramillo, and
Wingender 2016).

Figure 1.1.1. Low Growth in Tax Revenues and Its Drivers

1. Slowdown in Mean Tax-to-GDP Growth

2. Tax Base Components of Slowdown
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Sources: Bachas and others 2022; and IMF staff calculations.

Note: In panel 1, x-axis is percent of GDP, y-axis is the density. In panel 2, bars reflect decade average of year fixed effects in a panel
regression of the yearly change in the tax-to-GDP ratio on year and country fixed effects, with each country weighted by its share of
GDP in the same year. CIT = corporate income tax; PIT = personal income tax.
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Box 1.1 (continued)

Figure 1.1.2. Tax Reform Waves in Emerging
Market and Developing Economies
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Climate change, aging, digitalization, and the
increasing international activity of taxpayers highlight
the importance of building skilled and responsive
administrations that can meet complex challenges.
One such comprehensive approach to reform is to
adopt a medium-term revenue strategy. Currently,

26 countries are engaging with such strategies. The
experiences of Papua New Guinea and Uganda, among
the earliest adopters, show the importance of secking
broad consensus with civil society and ensuring
cooperation across all parts of government.



CHAPTER 1

Box 1.2. Revamping Fiscal Rules and Fiscal Frameworks

Many countries are considering reforming their
fiscal frameworks as they emerge from the COVID-19
pandemic. The global health and economic crisis
stemming from the pandemic led to a fiscal response
of unprecedented magnitude worldwide, with many
countries activating escape clauses or suspending their
fiscal rules to create flexibility. Now countries need to
decide whether to return to fiscal rules and, if so, how
fast and which ones.

The European Union’s extension of its escape
clause until 2023 provides a window of opportunity
to reform the union’s fiscal governance framework.
The European Commission’s reform guidance,
published in November 2022, aims to simplify
the current framework by reducing the number of
indicators and rules.! It proposes a move toward a
risk-based framework centered on comprehensive debt
sustainability analysis, binding multi-annual fiscal
plans, and the introduction of a single operational
tool focused on (net primary) expenditures.

Countries would be required to ensure that debt

is on a plausible debt reduction path at the end of

a four-year and seven-year adjustment period for
countries with “substantial” and “moderate” debt
challenges, respectively. The proposal also creates
incentives for investment and reforms that enhance
sustainable growth and address common EU priorities

'For instance, the revised framework would eliminate the
procedure for significant deviation from the medium-term
objective for the structural balance, as well as the one-twentieth
debt reduction rule, which currently implies an unrealistic pace
of debt reduction for many countries.

(by postponing the debt reduction requirement)
and recognizes the need to improve compliance by
strengthening national ownership through a greater
role for national fiscal councils, in addition to
enhancing “smart” ex post enforcement.

A number of other countries have initiated reforms
of their fiscal frameworks as their situations have
continued to normalize. After a two-year suspension
of its fiscal rule in 2020-21, Colombia enhanced its
fiscal framework in 2021 by outlining a transition
path toward a structural primary balance rule with a
new debt anchor and by introducing an autonomous
fiscal rule oversight committee (the Comité Autdénomo
de la Regla Fiscal). Uruguay introduced an expenditure
rule in 2020 as a new pillar of its fiscal framework
and established a committee of experts and advisory
council. Also in 2020, Ecuador revised its expenditure
rule and introduced new rules regarding budget
balance and debt that reflect its updated medium-term
fiscal strategy. In 2022, Chile introduced a new debt
sustainability objective and escape clause applicable
only after 2026 to signal commitment to a gradual
fiscal consolidation path. Several other countries
have transitioned to a rules-based fiscal responsibility
framework in the aftermath of COVID-19. Antigua
and Barbuda adopted expenditure, revenue, and debt
rules in 2021. Also in 2021, Dominica established a
debt ceiling of 60 percent of GDE to be achieved by
2035, and set a primary balance rule of maintaining a
primary surplus of 2 percent of GDP in all years when
debt exceeds 60 percent. Discussions surrounding
fiscal framework reform are ongoing in many
more countries.
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INFLATION AND DISINFLATION: WHAT ROLE FOR FISCAL POLICY?

Introduction

The upsurge in inflation that began in 2021—the
sharpest in more than three decades—has affected
fiscal accounts, worsened poverty, and altered the
distribution of households’ well-being, calling on
policymakers to respond. This chapter analyzes these
developments and explores how fiscal policy can do its
part to curb inflation while supporting the vulnerable.!

Most people strongly dislike high and variable
inflation,? which causes many distortions in the
economy (Agarwal and Kimball 2022), including greater
uncertainty. Relative prices of goods and services may
become blurred—no longer reflecting relative demand
and supply conditions and making everyday decisions
about consumption, investment, and production
decisions harder for households, financiers, and firms.
Inflation is more likely to become persistent if, akin to
a tug-of-war, each group in the economy—employers
and workers, producers and consumers, and retailers
and their suppliers—tries to hold on to its share of
prosperity at the expense of others. If such social
tensions lead to inconsistent macroeconomic policies
(for example, monetary policy that is too loose), high
inflation will persist longer, ultimately prolonging a
costly phenomenon for everyone.

Inflation often leads to a rise in poverty from
loss of purchasing power (Cardoso 1992), and,
as with any adversity, poor families tend to suffer

This chapter was prepared by staff from the Fiscal Affairs
Department. The authors of this chapter are Marcos Poplawski-
Ribeiro (team lead), Carlos Eduardo Gongalves (team co-lead),
Chadi Abdallah, Vybhavi Balasundharam, Yongquan Cao, Daniel
Garcia-Macia, Andres Ghini, Ting Lan, Anh Dinh Minh Nguyen,
Julieth Pico Mejia, and Alberto Tumino, with research support
from Kardelen Cicek, Arika Kayastha, Zhonghao Wei, and Andrew
Womer, and under the guidance of Paolo Mauro and Paulo Medas.

!Although the spike in prices during 202122 was initially
concentrated in food and energy, this chapter discusses inflation
more generally as a sustained rise in the prices of many goods
and services, which may originate from different sources. The
analysis measures inflation using the Consumer Price Index (CPI),
complementing it with the GDP deflator in specific exercises. For
recent developments on the relationship between inflation and
public finances, see also Chapter 1.

2See survey results in Shiller (1997), Scheve (2001), and Prati (2022).

disproportionately more because they consume more
as share of their income and they lack buffers in the
form of accumulated savings. But the distributive
effects of inflation stemming from its uneven impacts
on the budgets of different households are far more
complex. In turn, these depend on various factors,
including the source of price increases (for example,
food or energy prices) and their form (demand,

or wage push); households” consumption baskets,
sources of income, and the size and composition

of their balance sheets (for example, their position

as net borrowers or lenders); and policy design and
responses (such as indexation of wages, pensions,
and social safety nets). Government policies need to
be informed by an understanding of how inflation
affects various groups in society. Greater availability
of household data makes it possible to analyze how
big those effects are, which channels affect them, and
how they vary across households.?

The impact of inflation on the fiscal accounts also
depends on redistribution—in this case, between the
public sector and the private sector. An unexpected
bout of inflation erodes the real (inflation-adjusted)
value of public debt, at least in the near term, with
bondholders bearing the loss. Likewise, deficit-to-GDP
ratios decline because the nominal (current monetary)
values of the economy’s output and of tax bases
will generally rise, generating more revenues, while
spending—often set in nominal terms in the budget—
initially fails to keep up. Without indexation, real
incomes decline for civil servants, pensioners, and
recipients of welfare transfers. The quality of public
services may also suffer as nominal spending ceilings
clash with higher costs of goods and services. The early
decline in deficits as a share of GDP may not last over
the medium term; yet, as inflation becomes expected,
spending catches up, and the cost of borrowing
rises as investors require an inflation risk premium

3Empirical analyses of historical episodes have been constrained by
limited availability of comparable data. A study based on surveys of
overall incomes of houscholds in fs7zel with at least one employee,
for the period 1950-91 (including the hyperinflation of the
mid-1980s), reports evidence of a statistically significant correlation
between inflation and inequality in incomes (Dahan 1996).
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and central bank policy rates are hiked. Initial fiscal

gains may even be reversed in some cases, notably if

growth falters.

High and volatile inflation thus makes fiscal
management more challenging, potentially
undermining the credibility of economic institutions
and of the fiscal framework. Fiscal planning and
budget preparation become more complex not only
because of uncertainty regarding prices, wages,
and interest rates but also because the overall fiscal
stance affects inflation through aggregate demand
and through inflation expectations (Coibion,
Gorodnichenko, and Weber 2021).

Governments can influence how the costs of
inflation are allocated, via indexation or discretionary
policy decisions. They could choose, for example, to
let inflation quietly increase taxation while eroding
public pensions, wages, and transfers or instead seek
to keep the real values of these variables unchanged.
They could also make the tax or transfer more or less
progressive by adjusting some items but not others.
Further complicating policymakers’ task, widespread
indexation of public wages and other expenditure
items would entrench inflation expectations and make
inflation more persistent. Such anticipation of inflation
makes price stability harder to achieve. Similarly, if
untargeted support outlasts spikes in energy prices or
other prices that originally motivated it, fiscal costs
and contributions to aggregate demand would be
unnecessarily prolonged (October 2022 Fiscal Monitor,
Chapter 1). High inflation can lead to policy mistakes
that may ultimately hamper investment and economic
growth, whereas price stability helps all individuals in
the economy.

Against this backdrop, it is timely to review what
we know about these variegated interactions between
inflation and fiscal variables and draw lessons for
the conduct of fiscal policy. The chapter analyzes the
following questions:

o How does inflation affect fiscal accounts? And how do
the effects depend on institutional features of the tax
and benefit system, such as indexation? The section
“Impact of Inflation on Public Finances” reviews
the mechanisms through which inflation affects
public finance; surveys indexation practices across
the world; and estimates the impact of inflation on
public debts, deficits, expenditures, and revenues in
the near and medium term.
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o How large are the distributive effects of inflation across
households in countries at different levels of economic
and financial development, and what is the role of
fiscal policy? The section “Distributive Effects of
Inflation and Fiscal Policy Support” analyzes the
impact of inflation on poverty and the distribution
of consumption, income, and net wealth, using
household surveys for six countries at different levels
of economic and financial development.

o What is the role of fiscal policy in the efforts to
promote price stability? The section “Disinflating
and Distributing” estimates the impact of fiscal
policy on inflation through aggregate demand.
Using model simulations that allow for distributive
effects, it explores how fiscal policy can support
monetary policy to curb inflation while protecting
vulnerable households.

The conclusion summarizes the chapter’s policy

implications.

Impact of Inflation on Public Finances

Inflation can affect fiscal aggregates through multiple
channels, with varying effects over time (Dynan 2022;

US CBO 2022a).

Direct Channels of Impact

The main direct channels through which inflation
affects public finances, abstracting from subsequent
fiscal and monetary policy reactions, are listed below
and sketched out in the Executive Summary.

o Inflated nominal values for GDP and the tax base.

Higher nominal output lowers debt and deficits as

a share of GDP. The nominal tax base also grows

with inflation. For example, more revenues from

value-added taxes are collected as the prices of
underlying goods and services go up. For some
taxes, such as income taxes, revenues may increase
even more than one-for-one with inflation,
including because some taxpayers may jump over
nominal thresholds to higher tax brackets (bracket
creep).* These effects also depend on the degree of

“Beer, Griffiths, and Klemm (2023) analyze further channels
through which inflation affects the real value of collected tax
revenues, including the erosion of such revenues if inflation is high
and they are collected with a lag (Tanzi 1977).
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indexation (in this case, of thresholds), discussed
later in the chapter.

o Inertia in nominal spending. The net response
of the fiscal balances to inflation depends on
whether expenditure keeps pace with revenues.
During the budget year, this is seldom the case
because spending caps are usually set in nominal
terms, although indexation of some important
items such as public wages and transfers may
lead in some cases to automatic adjustments to
inflation in the same year. Ad hoc adjustments
or new measures such as introduction or
enhancement of subsidies (for example, in

response to higher food or energy prices) can also

speed up the rise in nominal spending.

o Sovereign debt size and structure, and investors’
response. The larger the debt, the greater the
potential erosion from inflation. This effect is
attenuated, however, if a portion of the debt is
inflation-linked (as inflation automatically leads
to higher borrowing costs), is denominated in

foreign currency (as inflation leads to depreciation,

potentially resulting in higher repayments when
expressed in domestic currency), has a floating
rate (as inflation prompts higher policy, and
hence higher short-term benchmark rates), or

has a greater share of short-term bonds that are
maturing and need to be rolled over (as investors
will ask for higher rates on newly issued bonds).
When governments issue new debt, investors may
require higher returns to compensate not only for
expected inflation but also for higher inflation
volatility (an inflation risk premium)—and, for
countries where economic prospects are uncertain
and the debt ratio remains high or keeps rising, a
default premium.

International Practices with Inflation Indexation

Countries’ practices vary regarding how much tax
or budget items are indexed to inflation or adjusted

to inflation by policy measures. This has consequences

for how their public finances evolve in the face of
inflation surprises. Indexation of politically salient
expenditure items such as pensions or wages is often
a prominent topic in public discourse. The effects
on the revenue side, while less discussed, are no less

relevant. If income tax thresholds are not adjusted to

INFLATION AND DISINFLATION: WHAT ROLE FOR FISCAL POLICY?

inflation, for example, taxpayers may be pushed into
higher tax brackets (bracket creep), or the value of
their tax allowances and deductions may be eroded.

The degree of indexation involves trade-offs. On
one hand, indexing public wages, pensions, or welfare
transfers reduces uncertainty and preserves purchasing
power for civil servants, retirees, and low-income
households. It may also prevent distortionary gaps
between public and private wages or a possible brain
drain from the public sector. On the other hand,
indexation sustains real expenditures, contributing to
aggregate demand and potentially making inflation
more persistent. If public wages are a benchmark for
private wages (as in many countries), indexation of
public wages could prolong wage and inflationary
pressures (Box 2.1). Widespread indexation can limit
the scope for discretionary cuts.

Countries have taken different approaches to
indexation policies (Figure 2.1). A minority of
countries index or regularly adjust their income tax
rate brackets to minimize bracker creep.

Indexation is more common for some important
expenditure items, especially pensions. Nearly all
advanced economies, about 50 percent of emerging
market economies, and 30 percent of low-income
developing countries have some form of indexation.
Pension indexation has become more prevalent
recently, but many countries have made it less generous
to reduce the burden on the budget and safeguard
the sustainability of pension systems (OECD 2022a).
Countries have moved from wage indexation toward
price indexation as nominal wage increases have
tended to exceed price inflation in the past, reflecting
productivity gains.> Many countries further index
their social assistance programs, with around half of
advanced economies linking several of their benefits to
inflation (OECD 2022c). By contrast, most countries
do not index public wages to inflation—a practice that
has become less prevalent in recent decades, perhaps
because inflation had been low. But the pressure
to index wages may return if high inflation persists
(Suthaharan and Bleakley 2022).6

5In 2022, such a strategy may have been costlier than predicted
given that inflation rose faster than nominal wages (OECD 2022d).

SFor public wages, their increases in most countries tend to be
related to the political cycle rather than to indexation (Gaspar,
Gupta, and Mulas-Granados 2017).
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Figure 2.1. Indexation Policies Vary across the World and across Budget ltems
(Percentage of countries in each income group)
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Sources: IMF staff analysis based on an IMF survey and using additional data from Beer, Griffiths, and Klemm (2023); IMF Pay Systems database (2016); International Social
Security Association database; OECD (2022c); and US Social Security Administration databases.

Note: Panels include data for 2016-23. Observations vary from 116 to 176 countries in each panel (see Online Annex 2.1 for details). Price indexation includes different
measures of inflation, for example, “core,” or measures that include only urban workers or exclude fuel, tobacco, alcohol, and others. Even with automatic indexation,

discretionary approval stages may be part of the framework that result in ad hoc adjustments. AEs = advanced economies; EMs = emerging market economies;
LIDCs = low-income developing countries.
T“Regular de facto adjustments” means that personal income tax thresholds are regularly revised but not automatically.

2«Mixed” indexation refers to an adjustment that includes a mix of price, wages, and other variables.

3Social assistance programs include major fixed cash transfer programs. “Yes” means that majority of benefits are indexed in the country.

4“No” means that inflation does not play an automatic or mandatory role in the setting of public wages. Indexation includes both partial and full indexation.

Effects of Inflation on Public Finances over
the Medium Term

Inflation surprises often improve debt and budget
balances in the near term, but are these gains
maintained over the medium term? To answer this
question, the chapter employs both quarterly and
annual data.” The effects of inflation on public finance

could ebb over time for three main reasons. First,

7Recent attempts to answer this question have used different
methods, including event studies (Blanco, Ottonello, and Ranosova
2022), model-based simulations (Bénassy-Quéré 2022), and surprises
in World Economic Outlook forecasts (October 2022 Fiscal Monitor,
Chapter 1). The US Congressional Budget Office’s 2002 workbook
allows users to simulate alternative economic scenarios by specifying
different values for inflation (and three other economic variables) for
the United States, comparing them to its baseline projections (US
CBO 2022b). The estimates in this section use the local projection
method (Jorda 2005). The annual historical data include many more
(emerging market) economies, allowing the research of samples where
inflation is higher, more volatile, and less surprising (more persistent).
Quarterly data provide more accurate estimates of the immediate
effects of CPI inflation on fiscal variables. See Online Annex 2.2.
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public spending could catch up with revenues through
indexation. Second, public policies and decisions,
including for wages or pensions, could lead to higher
spending over time, reducing any initial gains for public
finance indicators. Third, most central banks have the
statutory objective of maintaining price stability, using
adjustments in their policy rates to do so, which may
lead to a tightening of financial conditions for agents in
the economy, including the government. Even so, the
adjustment of interest expense may be gradual if the
structure of public debt is mostly in its own currency
and in long maturities and if the country’s monetary
authority has a reputation for maintaining price stability.
In such cases, exchange rate risks may be muted and
market expectations well anchored. A debt structure
with longer maturities will facilitate less pass-through of
interest rates to increases in public interest payments in
the medium term.

Analysis using historical annual data (1962-2019)
for 85 economies shows that, on average, spikes in
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Figure 2.2. Reaction to a 1 Percentage Point Growth Spike in the GDP Deflator

(Percent of GDP)
1. Debt 2. Overall Balance
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Source: IMF staff estimates using data from the IMF Public Finances in Modern History and World Economic Outlook databases.

Note: The data cover the period 1962—-2019. Fixed effects ordinary least squares regressions use the GDP deflator as the inflation indicator and include 85 countries.

Countries with populations of less than 1 million in 2019 are excluded as well as observations with annual GDP deflator inflation higher than 30 percent in absolute terms or

for which the original data source changes. The panels plot the average impulse response and the 90 percent confidence bands, with standard errors clustered at the

country level. Average debt to GDP in the sample is approximately 50 percent. See Online Annex 2.2.

the growth of the GDP deflator tend to reduce the
debt-to-GDDP ratio persistently (Figure 2.2).8 The drop
in the debt-to-GDDP ratio is larger in economies with
higher initial debt, as expected, with an initial spike of
1 percentage point in the growth of the GDP deflator®
associated with a persistent cumulative decline in the
debt ratio of 0.6 percentage point of GDP (see also
Chapter 1 for recent developments on the relationship
between inflation and debt). The reduction in the debt
ratio is caused by a hike in the GDP denominator and
an initial rise in fiscal balances. The debt and fiscal
balance reactions to a spike in the growth of the GDP
deflator are similar between advanced and emerging
market economies. Yet the drop in debt is significantly
smaller in countries with flexible exchange rates, as

in those countries, inflation tends to be associated
with exchange rate depreciation, increasing the value
of foreign-currency-denominated debr relative to
domestic GDP (see Online Annex 2.2).

8The result is qualitatively robust to the use of CPI inflation.
To capture inflation from all sources, the estimates employ ordinary
least squares regressions (panels with fixed effects). The analysis
excludes countries with 2019 population of less than 1 million.

9Throughout the chapter, a “spike” in inflation refers to a sudden
rise in inflation followed by a gradual decline. Specifically, when
using annual data, a spike is a 1 percentage point increase in the
GDP deflator growth rate, followed by gradual decline in subsequent
years (see Online Annex Figure 2.2.1). When using quarterly data,
the spike in CPI inflation stems from a 1 percentage point increase
in commodity import inflation (weighted by GDP), with CPI
inflation petering out after three quarters (see Figure 2.4, panel 1).

Whereas unexpected spikes in inflation reduce the
debt ratio, increases in inflation expectations do not. The
latter are associated with a faster rise in both primary
spending and interest expense, and a smaller increase in
the nominal GDP denominator. The difference in the
effects of surprise versus expected inflation is larger for
countries with high initial debt levels (Figure 2.3). Both
results underscore that attempting to inflate public debt
away is neither a desirable nor a sustainable strategy.

If inflation surprises frequently, agents will adjust

their inflation expectations accordingly and demand
protection against it, leading to higher spreads owing to
the inflation risk.

Estimates using quarterly data from the first quarter
of 1999 to the fourth quarter of 2019 for 28 advanced
economies confirm that CPI inflation spikes tended
to improve the overall and primary fiscal balances in
the short term (Figure 2.4).1° High-frequency data
capture the immediate effects of inflation on public

10Regressions with quarterly data are estimated using
instrumental variables. CPI inflation spikes are instrumented by
the change in the price growth of the commodity import basket,
also interacted with an exchange rate peg dummy (lagged).
Commodity price spikes tend to be more surprising and tend to
pass through to prices of various goods and services (see Choi
and others 2018). The correlation is clear for countries with more
flexible exchange rate regimes. For these countries, commodity
import price rises tend to lead to exchange rate depreciations and
so to more inflation. This approach implies that results capture
mainly the impact of imported inflation shocks, which may differ
from domestically driven shocks affecting the GDP deflator more
directly. See Online Annex 2.2 for details.
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Figure 2.3. Debt Reaction to Surprise versus Expected Growth Spikes in the GDP Deflator

(Percent of GDP)
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Source: IMF staff estimates using data from the IMF Public Finances in Modern History and World Economic Outlook databases.

Note: Fixed effects ordinary least squares regressions include 85 countries during the period with available data 1992—2019. Countries with population of less than 1 million
in 2019 are excluded as well as observations with annual surprise or expected inflation higher than 30 percent in absolute terms or for which the original data source
changes. Expected inflation is defined as the one-year-ahead forecast; surprise inflation is realized minus expected inflation. The panels plot the average impulse response
and the 90 percent confidence bands (blue shaded areas and red short-dashed lines), with standard errors clustered at the country level. See Online Annex 2.2 for details.

Figure 2.4. Estimated Initial Gains to Fiscal Balances from CPI Inflation Spikes

(Percent of GDP, unless stated otherwise)
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Sources: IMF staff estimates using data from Gruss and Kebhaj (2019); lizetzki, Reinhart, and Rogoff (2019); and IMF International Financial Statistics and World Economic

Outlook databases.

Note: Regressions are estimated between the first quarter of 1999 and the fourth quarter of 2019 using instrumental variables and control for quarter indicator variables and
country and year fixed effects (fixed effects two-stage least squares). The panels plot the average impulse response and the 90 percent confidence bands (blue shaded
area) with standard errors clustered at the country level. See Online Annex 2.2 for details. CPl = Consumer Price Index.
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finance before policies have time to react. The findings
suggest that for each 1 percentage point initial increase
in inflation, budget balances go up by 0.5 percent

of GDP. Revenue broadly rises in line with nominal
GDP, whereas primary expenditures tend to be stable
in nominal terms in initial quarters. Interest expense
climbs gradually over time given that debt in the
sample features mainly fixed rates and long maturities,
slowing the pickup in effective nominal rates of
public bonds.

The quarterly data further enable empirical
exercises for budget subcomponents, revealing
different patterns among them (see Online
Annex 2.2). While total tax revenue in nominal
terms grows by about the same magnitude as
inflation, some items (profit and income taxes)
rise proportionally more. On the expenditure side,
some expenditure categories are sticky, especially
compensation of employees and social benefits. Over
time, automatic or de facto indexation brings those
expenditures back to their initial levels in real terms.

Distributive Effects of Inflation and
Fiscal Policy Support

Beyond the overall impact of inflation on the
fiscal accounts, analyzing the effects of inflation on
the distribution of households’ well-being is key
to understanding how policies, including social
protection, can be designed to take such effects into
consideration. Such an analysis can also be useful
for exploring the political feasibility of other policies
or reforms by identifying potential pressure points
(relative winners and losers among those who stand
to gain or lose from inflation). As the discussion that
follows shows, for example, the impact of inflation
in countries with sizable mortgage markets is more
adverse—as a share of household income—for those
older than age 65 (usually net holders of nominal
assets) than for people in their 30s to 40s (who often
have mortgage debt outstanding). When considering
the design, timing, and preparatory work for reforms
to pensions or health care, it would be helpful to
consider that inflation is already placing a burden
on the households and groups that would be more
affected. This section uses household-level data for
distinct countries and economic groups to examine
such distributive effects.

INFLATION AND DISINFLATION: WHAT ROLE FOR FISCAL POLICY?

Channels for Distributive Effects of Inflation
across Households

Inflation affects the distribution of households’
well-being through three main channels:!!

o Differences in price increases across goods combined
with differing consumption patterns (consumption
basket channel). 1f the prices of some goods rise
more than those of others, households with a higher
share of higher-priced goods in their consumption
baskets will suffer more. For example, spikes in food
prices may hurt the consumption of the poor more
than other households because food constitutes a
larger share of consumption (and income) for the
poor (Baez Ramirez, Inan, and Nebiler 2021). If
inflation becomes equally widespread across goods
and services, this differential effect abates.

o Impact on households’ real incomes (income channel).
Real incomes may be significantly eroded if wages,
pensions, or other transfers do not keep pace with
inflation. The extent and distribution of such erosion
depends not only on features of the labor market and
pension or transfer systems but also on the source of
price changes. During the price surge of 2021, which
was driven by commodity prices, for example, real
wages fell in most commodity-importing countries
but rose in some commodity-exporting countries.

In some historical episodes during which inflation
originated from a worker-led push for compensation,
real wages may have risen.!> Moreover, if price and
wage changes stem from the sudden emergence

of imbalances in demand and supply for certain
sectors or skills, some workers may benefit (or be
harmed) disproportionately. Likewise, wage and
pension indexation may serve some workers or
retirees to the detriment of others (Siissmuth and
Wieschemeyer 2022).

o Impact on the real value of households initial stock
of assets and liabilities (wealth channel). Inflation
is expected to lead to a change in relative asset
prices and a reduction in real terms of households’

1See also Online Annex 2.3 and Cardoso and others (2022). The
term “well-being” is a shorthand for the sum of these three effects.
The analysis does not estimate welfare using utility functions, nor
does it consider households’ behavioral responses.

2According to Hirschman (1985, 60), the experience in Argentina
in 1946-55 could be interpreted as an attempt at redistribution
toward lower-income groups through higher wages, social security,
and transfers, which were also associated with higher inflation.
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initial liabilities. A surprise hike in inflation in
principle helps net borrowers and hurts net lenders
(Doepke and Schneider 2006). In countries featuring
developed financial and credit markets, wealth effects
are potentially relevant. The change in relative asset
prices means that portfolio composition also matters.
Families holding cash as their main asset tend to be hit
the most (Albanesi 2007). Likewise, holders of bank
deposits and fixed-rate government bonds usually
incur real losses from inflation. Instead, historically,
home or land ownership has served as good protection
against inflation, and mortgage borrowers have often
benefited from it (Box 2.2).

Estimation

The effects through these three channels are
estimated for six economies, using a new rich set
of statistics and household survey data. The sample
encompasses low-income and developing countries
(Kenya and Senegal), emerging market economies
(Colombia and Mexico), and advanced economies
(Finland and France). These countries also vary with
respect to past inflation histories, status as commodity
exporters or importers, and availability and use of
mortgage and other household credit markets. The
wealth channel is estimated only for Colombia,
Finland, and France, given data constraints.

To illustrate, the analysis focuses on observed
price developments during the initial upsurge in
global prices in the aftermath of the COVID-19
pandemic; that is, the second quarter of 2021 to the
second quarter of 2022. This rise was concentrated
in food and energy prices and was associated with a
cost-of-living crisis for millions of people across the
world. All countries in the sample faced significant
headline inflation, ranging from 6.1 percent in
France to 9.2 percent in Colombia during the period
considered. Prices of food spiked the least in Finland
and France, whereas energy prices in those countries
rose the most (Online Annex 2.3).13

The consumption basket channel is illustrated by
reporting averages, by quintile, of household-specific
inflation and the contributions of various
components of household consumption baskets

(food and nonalcoholic beverages; housing, water,

13See Online Annex 2.3 for the details, including the assumptions
for the income and wealth estimates. Online Annex 2.3 further
analyzes total net wealth, including real assets, such as dwellings.
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electricity, gas, and other fuels; transportation; other)
for the second quarter of 2021 to the second quarter
of 2022 (Figure 2.5). A household’s specific inflation
is the weighted average of the percentage price

hikes (in each country) for each given consumption
category, with the weights derived from the individual
household’s consumption basket as reported in

the survey.

Household-specific inflation levels are higher for
households in lower income quintiles in Colombia,
Kenya, Mexico, and Senegal, reflecting a larger
contribution from food price increases for the lower
quintiles (Figure 2.5). In turn, this stemmed from a
combination of (1) more rapid increases in food prices
than in other goods and (2) the well-known universal
pattern whereby the share of food in total consumption
declines with income per person.'* For Finland and
France, household-specific inflation rates are nearly the
same across income quintiles. In these two countries,
the contribution from food prices was limited because
the rise in food prices was less pronounced, and food
accounts for a share of consumption that is lower and
roughly the same across quintiles. Energy prices rose
faster and account for a sizable portion of the overall
increase, although the effect was felt through udilities
at the lower quintiles and transportation (which
includes fuel) at the higher quintiles.!> More recently,
energy prices have adjusted down to levels seen before
Russids invasion of Ukraine (see Chapter 1), and these
consumption basket channels may abate or even reverse.
However, as found in new evidence reported in Box 2.3,
changes in relative prices can on occasion persist or
widen for several years, with meaningful implications for
the budgets of different groups.

Although the effects occurring through the
consumption basket channel were sizable during the
period analyzed, they may become negligible (or
reverse) when other sample periods are considered that

14In developing or emerging market economies such as
Colombia, Kenya, Mexico, and Senegal, the poorest households
spend 40-50 percent of their budget on food, compared with
15-30 percent for their richest quintiles. In advanced economies
such as Finland and France, the budget share spent on food is
roughly constant across quintiles at 10-15 percent. In the United
States oo, transportation represents a large expenditure share for the
middle/upper class (7he Economist 2023).

15Whereas energy used for utilities in these countries is a larger
share of consumption for lower-income households, the share of
transportation in total consumption rises with household income
(see Hellebrandt and Mauro 2015 for international evidence).
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Figure 2.5. Household-Specific Levels of Inflation per Quintile, 2021-22

(Percent)
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Source: IMF staff calculations.

Note: The figure covers the period from the second quarter of 2021 to the second quarter of 2022. In Colombia and Mexico, and in Finland and France, quintiles are built
using per capita income. For Kenya and Senegal, the quintiles use per capita consumption (as a proxy for their income). See Online Annex 2.3 for details.

encompass, for example, food price increases similar to
(or lower than) the general price index.!

Whereas the consumption basket channel
appropriately received much attention in several
recent analyses,!” the other two channels often have
had even greater impacts. The income channel was
generally the most prominent, but its sign differed
across countries (Figure 2.6, blue bars).'8 In Finland,
France, Kenya, and Senegal, nominal changes in
remuneration of families through wages, pensions,

16In all countries except Finland, the consumption channel is
negative at the bottom of the income distribution and positive at the
top. The finding confirms the evidence shown above on the cost of
living in Colombia, Kenya, Mexico, and Senegal increasing more for
poor households than for rich households.

17See, for example, OECD (2022b) for Organisation
for Economic Co-operation and Development economies;
Charalampakis and others (2022), Claeys and Guetta-Jeanrenaud
(2022), and Mohtle and Wollmershauser (2021) for Enropean
countries; and Autor, Dube, and McGrew (forthcoming), Jaravel
(2022), and US CBO (2022c) for the United States.

18Figure 2.6 assumes changes in nominal values of incomes, assets,
and liabilities in line with the data discussed in Online Annex 2.3.
The annex includes another simulation in which those financial
resources are assumed to remain constant in nominal terms, allowing
for a study of the immediate effects of an unexpected inflationary
shock. In that scenario, the total immediate effects of inflation on
households” incomes are negative in all countries, with the fall in real
income being equal to the level of inflation.

and other income failed to keep pace with price
hikes. In Colombia and Mexico, real incomes rose. The
fact that these two countries are oil exporters may
explain why nominal income increased there more
recently. Institutional factors may be at play too—for
example, wage and pension indexation is widespread
in Colombia and Mexico. In most countries, the
impact of inflation via this channel did not vary
much across quintiles and, to the extent it did, there
was no clear pattern, with several characteristics
playing important roles (including the gender of the
head of household; Mao 2022).

Effects occurring through the wealth channel are
also significant in the countries for which data are
available (Figure 2.6, green bars) and present the most
complex interactions with household income, age
of the head of the household, and country-specific
mortgage and household credit markets.'” In Finland
and France, real losses from the erosion of net nominal
assets (or gains from erosion of net nominal liabilities)

YEmerging market and advanced economies generally have
more developed financial markets and higher household debt levels
(Bahadir and Gumus 2016; Jorda, Schularick, and Taylor 2016).
Credit for large real assets, such as dwellings, is less widespread in
low-income countries. For an analysis of the penetration of mortgage
loans in those economies, see Badev and others (2014).
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Figure 2.6. Income, Consumption, and Wealth Channels, 2021-22

(Percent of household income)
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Source: IMF staff calculations, as described in Online Annex 2.3.
Note: The figure covers the period from the second quarter of 2021 to the second quarter of 2022. For Colombia, results are based on the financial inclusion module of the
Great Integrated Household Survey (GEIH) to include the wealth effect. Results for income and consumption basket channels using a representative survey are similar.

differ significantly across household income groups.
Families in the fourth quintile in Finland and the
third and fourth quintiles in France are, on average,
net borrowers (at least in terms of liquid assets and
liabilities) and thus experience net wealth gains from
inflation.?® Conversely, families in the two lowest
quintiles in Finland and, to a lesser extent, those in the
lowest and highest quintiles in France are net lenders
(or holders of net nominal assets) and experience
losses. In Colombia, households for all income groups
report, on average, that they have net liquid liability
positions.?! The positive size of the wealth effect is
significant, in comparison with the other effects, and
does not present a straightforward association with
income—the largest gains are for the lowest and

highest income quintiles.

20The conclusions may depend on whether real assets, including
dwellings, are considered (see Online Annex 2.3).

Considering the overall impact of inflation and the
relative importance of the three channels (consumption
basket, income, and wealth) in different countries and
for different income groups, it becomes apparent that
the impact of inflation on well-being is variegated and
depends on several factors. In Kenya, during the period
considered, the impact of inflation was worse the lower
the income group, largely owing to the stronger impact
of food prices on the poor. The pattern is similar,
though less pronounced, in Mexico, whereas in Senegal,
the income channel drove most of the action, with
little variation across quintiles. In Colombia, the overall
impact of inflation was similar across income quintiles,
as the income and wealth channels masked the pattern
stemming from the consumption basket channel. In

Finland and France, the middle quintiles were less
affected than the highest and lowest. While the income

21Although this would merit further analysis, the asset counterpart
to these positions could be with financial institutions (including

informal ones). The survey does not include information about

ownership of these assets.

channel was the most sizable, variation across quintiles
reflected the wealth channel.??

22For inequality trends by income percentile in the United States

caused by inflation see Autor, Dube, and McGrew (forthcoming).
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Figure 2.7. Wealth Effect by Age and Income Brackets, 2021-22
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Source: IMF staff calculations, as described in Online Annex 2.3.
Note: The figure covers the period from the second quarter of 2021 to the second quarter of 2022. Each line in the panels corresponds to the income brackets. The wealth

effect differs, on average, across generations: Young people are net borrowers, whereas elderly people tend to be net lenders. Therefore, the wealth effect is usually

positive for young people and negative for older households. p = percentile.

Age of the head of household

Age of the head of household

Table 2.1. Total Effect of Inflation on Saving Capacity by Age-Income Groups
(Percent of household income)

Spain Colombia Finland France
Income Quartile Income Quintile Income Quintile Income Quintile
Age |Poorest Second Third Richest|Poorest Second Third Fourth Richest|Poorest Second Third Fourth Richest | Poorest Second Third Fourth Richest
<36 -26 =29 2.4 -2.9 9.0 -84 -84 7.4 =17 -6.2 6.1 -2.8 0.1 1.6 -5.1 =31 0.2 0.9 6.0
3645 -09 -03 -1.0 -2.0 -34 80 -72 =71 -5.0 -58 55 =37 -1.7 -0.7 -43 =30 -1.2 0.1 5.0
46-55| -35 -35 -39 -4.4 -07 -85 -82 -7.5 -5.7 =33 -6.0 -6.6 -53 -4.9 -52 41 =37 -3.8 -2.9
5665 -83 -6.2 -6.9 -6.8 | -10.1 -76 =81 -7.6 -6.2 | -10.4 -9.3 -8.7 -93 -129 -78 6.9 7.3 =71 -8.9
>65 | -127 -9.6 -9.8 -97 | -113 -13.0 -91 -8.4 -78 |-173 -169 -182 -182 -270 |[-11.2 -104 -104 -112 -185

Sources: Cardoso and others (2022) for Spain and IMF staff calculations for Colombia, Finland, and France.
Note: Age brackets are based on the age of the head of household. See Online Annex 2.3 for details.

Redistributive wealth effects of inflation are
also strongly influenced by the age of the head of
household, especially in countries with sizable markets
for mortgages. Figure 2.7 shows that for Finland and
France, young families, which tend to be net borrowers
(for example, via mortgages), experience gains through
the wealth channel. For most families, a mortgage is
the largest loan they ever undertake to gain ownership
of their largest asset—their home. In contrast, older
age groups, which typically do not have mortgages
and are net holders of nominal assets, experience
wealth erosion. This pattern holds within each income
quintile and in these countries is most pronounced
within the highest income quintile, which has the

easiest access to credit and asset markets. No clear

pattern is identified in Colombia, however. To sum

up, in advanced economies, a group highly exposed

to losses from inflation would consist of retirees who

live in a rental apartment and hold their savings in

nominal assets and whose pension is not indexed.
The importance of age is further corroborated

by results for Spain by Cardoso and others (2022).

Table 2.1 compares their results with those in

this chapter.

Poverty

The analysis further suggests a likely increase in
poverty in all economies analyzed. Figure 2.8 displays
the change in absolute poverty headcount following four
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Figure 2.8. Changes in Poverty from Different Types of Price
Increase Shocks (Excluding New Policy Measures
Responding to Inflation)
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Source: IMF staff calculations.

Note: Baseline inflation refers to household inflation calculated based on observed
inflation from the first quarter of 2021 to the second quarter of 2022. Results can
be considered as a ceiling because the estimation does not take into account new
measures taken by the government or households to respond to the effects of
inflation.

scenarios of price hikes:?? (1) baseline or actual inflation
(and distribution across goods and services) in each
country from the second quarter of 2021 to the second
quarter of 2022, (2) an average or widespread price hike
in all goods and services, whose increase remains equal
to the country’s inflation level, (3) a 5 percent hike in
the price of food and nonalcoholic beverages on top of
observed price rises, and (4) a 5 percent spike in energy
prices on top of observed price rises.

The estimated impact of inflation (observed baseline)
on the poverty rate, prior to new compensatory
measures, is as high as about 1 percentage point in
France, Mexico, and Senegal. Such increases in poverty
already consider the growth of nominal income, which
helped contain the adverse effects of inflation on
poverty. In the countries studied, the mitigating effect
of the growth in nominal income on poverty varies,
with some countries experiencing little to no effect,
while others, like Colombia, experienced a significant
reduction in the poverty headcount (0.4 percentage
point). Rises in food prices had a disproportionate
impact on vulnerable populations during the period

Z3Poverty headcount is the share of the population whose income
falls below international poverty lines set by the World Bank.
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considered. The effect of a rise in food prices is larger

in Kenya, Senegal, and Mexico, whereas energy price
hikes are more important for Colombia, Finland, and
France. If the pace of increases in food and energy
prices declines below average consumer price inflation, a

significant source of increases in poverty may subside.

Disinflating and Distributing

The previous sections show how inflation affects
public finances and households. Now the analysis
turns to whether and how fiscal policy affects
inflation. Understanding the specific channels through
which public policies affect inflation and how those
policies can contribute to the mix of instruments
meant to restore price stability are two complex and
interconnected issues. Monetary and fiscal policies
have their own distributional effects. In addition, their
overall impacts on the macroeconomy vary according to
the structure of wealth and income inequality. Recent
studies (often using a so-called Heterogeneous Agent
New Keynesian [HANK] approach) have indicated that
the role played by fiscal policy in aggregate demand
and inflation management may be larger than typically
assumed. These studies have also considered monetary
policy’s possible effect on distribution.

This section discusses how fiscal policy may lead to,
or may help deal with, moderately high inflation. It
does not speak to cases of instability, such as episodes
of debt distress, which currently apply to a small set of
emerging markets. Situations in which the government
does not adjust the primary balance to stabilize public
debt and central banks are less independent—both
usually associated with the economic concept of fiscal
dominance—are outside the scope of this chapter.?
Instead, the standard assumption that central banks
pursue their objective of price stability, unhindered
by concerns about public debt, holds. Public finances
matter for inflation via their impact on aggregate
demand.? They also contribute to the price stability
goal if they are aligned with monetary policy, bringing
credibility to the overall macroeconomic framework.
Hence, by taming spending, governments can help
monetary policy curb inflation at lower costs for the

24See Leeper (1991), Sims (1994), and Cochrane (1998), who
initially developed the Fiscal Theory of the Price Level.

25Qver time, such effects of fiscal policy can be offset by monetary
policy through the rise in interest rates.
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overall economy (see, for example, Adrian and Gaspar
2022; and Erceg and Lindé 2012).

Fiscal policy support for monetary policy in
disinflating is important for two additional reasons.
First, monetary tightening26 can have unwelcome
distributive effects—for example, via more expensive
credit for small firms (Alfaro, Faia, and Minoiu 2022;
Haltom 2012) and because the poor do not hold
interest-bearing assets.?” Second, a disinflation strategy
that relies solely on monetary policy is accompanied
by real interest rates that are too high, and this can
pose a challenge for debt dynamics. Government
policies, in turn, can be more agile and contemplate
other objectives if the right fiscal tool is employed.?
Different fiscal policies can be calibrated and used to
support the disinflation effort while mitigating the
increase in poverty and income inequality at the same
time. Monetary policy does not have the mandate to
address income inequality, nor can it be targeted in the
way that fiscal policy can.

In effect, the discussion in this chapter is
geared toward policies that can help reduce overall
inflationary pressures while providing temporary
support (preferably targeted cash transfers) to the most
vulnerable. It does not advocate the use of specific
fiscal instruments to cap specific prices. As during the
recent episode, some countries have adopted price
controls or subsidies, put the squeeze on profits of
state-owned enterprises, or cut taxes to try limit price
increases and inflation (see Chapter 1 and the October
2022 Fiscal Monitor). However, such actions can be
costly to the budget, lead to shortages and rationing,
and prove ultimately ineffective and potentially make

inflation more persistent.

20In the analysis, monetary tightening is captured by central
banks’ hikes in interest rates. However, in the current inflationary
episode, many central banks—which have used quantitative
easing to support firms and households during the recent years
of very low interest rates and the pandemic—may also restrict
their policies through guantirative tightening. For example, some
monetary authorities may stop purchasing corporate bonds, which
was guaranteeing a supply of liquidity for some firms. Other
central banks may even consider selling a portion of the corporate
bonds they hold on their balance sheets. While those policies
may have implications for (dis)inflation, they are not considered
explicitly in this chapter’s exercises.

27Yet low interest rates are also shown to inflate stock prices,
benefiting the rich (Auclert 2019), so a monetary tightening may
have the opposite effect, depending on country characteristics.

28Public investment projects, for instance, have long lags of
execution that are usually higher than those of monetary policy.
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Historical Evidence of the Impact of Fiscal Policy
on Inflation

To assess the effect of public spending on inflation,
as motivated by the recent spending surge, for a broad
sample of economies, an empirical analysis is pursued
using historical data from 1950 for 17 advanced
economies, for two periods: 1950-85 and 1986-2019.
The split in 1985 is aimed at dividing the sample into
an earlier period of relatively passive monetary policy in
advanced economies and a later period of more active
monetary policy that anchors inflation expectations
(see Banerjee and others 2022). The analysis focuses on
public spending given that the recent debate relates to
the large spending surge during COVID-19 (Gopinath
2022), as during the two world wars (Box 2.4).

The analysis shows that the effect of public
spending on inflation varied over time (Figure 2.9). A
1 percent-of-GDDP rise in government spending in the
pre-1985 period leads to an average hike in inflation
of almost 1 percentage point in the same year, phasing
out slowly. For the post-1985 period, the same shock
leads to an average increase in inflation of roughly half
that size and, differently from the first case, it flattens
out after three to four years. Monetary policy responses
to forces pushing inflation up in both periods varied
markedly. In the earlier part of the sample, central banks
were more likely to accommodate fiscal expansions,
thus allowing for a higher pass-through from those
expansions to inflation. After 1985, central banks more
often tightened monetary policy in response to fiscal
expansions to slake their inflationary effects.

Ascertaining a causal impact of public spending
on inflation (rather than vice versa, or the impact of
a third factor on both variables) involves the same
thorny methodological challenges faced by studies that
have sought to estimate the fiscal multiplier for output
(Ramey 2019; April 2012 Fiscal Monitor, Chapter 1).
Following Ramey and Zubairy (2018), this chapter
analyzes increases in government purchases that follow
news about extra military spending in the United States.
The methodological advantage is that such news is not
caused by the economic cycle, and the only impact on
the US economy occurs through additional spending.?®
As shown in Figure 2.10, there is a clear positive effect

2Specifically, a structural vector autoregression model is
estimated, with public spending identified by quarterly news of
additional military spending in the United States from the first
quarter of 1939 to the fourth quarter of 2015 (Ramey and Zubairy
2018). See Online Annex 2.4.
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Figure 2.9. Panel Evidence of the Fiscal Policy Impact on Inflation, 1950-2019
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Sources: IMF staff analysis using the IMF Public Finances in Modern History database; and Jorda, Schularick, and Taylor (2017).
Note: The panels plot average impulse responses and the 90 percent confidence bands (shaded blue area and short-dashed lines). See Online Annex 2.4 for further details.

Figure 2.10. Fiscal Policy Impact on Inflation in the United States, 1939-2015
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Sources: IMF staff estimates using the Ramey and Zubairy (2018) database; and IMF World Economic Outlook database.
Note: The figure covers the period from the first quarter of 1939 to the fourth quarter of 2015. The panels plot the average impulse responses (solid blue line) and the
90 percent confidence bands (blue shaded areas). See Online Annex 2.4.

on inflation. As the blue line in panel 1 indicates, the households’ income and wealth distribution—the
following the news of additional military spending, HANK model (McKay and Reis 2016; Kaplan, Moll,
output increases in subsequent quarters, confirming and Violante 2018; Bayer, Born, and Luetticke 2023).
the presence of a positive fiscal multiplier (see Online Such a model allows for the impact of different types
Annex 2.4). The novel result is the response of annual of public policies—fiscal and monetary—on the
inflation: It rises and reaches the highest level in less households” income distribution. Specifically, the analysis
than one year after the spending news, with inflation here focuses on how different forms of fiscal restraint
going up by an additional 0.5 percentage point by the government can help monetary policy achieve
than otherwise. price stabilization. At the same time, their distributive
effects across households are analyzed and considered for
. . . . policy design.
Fiscal Policy and Disinflation: Lessons from an ‘The model has five crucial ingredients: (1) The

Economic Model with Income Distribution government issues short-term debt that is held mostly

To illustrate and understand some of the main by the higher-income groups; (2) when debt rises above
consequences of varied monetary-fiscal mixes, the 90 percent of GDDP, taxes are gradually increased to
analysis turns to a (simple) version of a state-of-art guarantee that debt returns to that value; (3) transfers
class of models that include a richer description of for lower-income people boost overall private
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Figure 2.11. Disinflating via Different Policy Tightening Options in the HANK Model
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Source: IMF staff calculations based on the model calibration in Auclert and others (2021).
Note: See Online Annex 2.4 for details. HANK = Heterogeneous Agent New Keynesian.

consumption because these groups consume a high
share of any extra dollar of income they receive; (4) the
central bank increases real interest rates when inflation
goes above target (specifically, the central bank follows

a so-called Taylor rule); and (5) taxes on labor income
are progressive, meaning that higher-income families pay
a higher share of their income in taxes, compared with

lower-income families.3?

Calibrating the model for the United States
(Auclert and others 2021), the analysis examines three
combinations of policies to reduce inflation: (1) an
increase in the nominal interest rate above what the
Taylor rule would suggest, with fiscal policy taking
no further action than required for a gradual return

30Tn this version of model, the production function includes labor

and a productivity term but not capital.

4 5 6 7 8 9 10 1112
Quarter after shock

to its debt target (90 percent); (2) untargeted fiscal
tightening—that is, a reduction in overall spending
across all budget items; and (3) targeted fiscal
tightening composed of an overall cut in spending
items while increasing transfers to families in the
lowest 10 percent of the income distribution.

In the first scenario, nominal interest rates are

raised by 250 basis points to bring inflation down by

about 2 percent in roughly two years (Figure 2.11).
Output and consumption fall throughout this period.
The poorest families cut their consumption the most
because they have no assets to draw from.

The second scenario simulates a cut in overall public
spending amounting to 1 percent of GDP while

monetary policy is also actively following a Taylor

rule. This leads again to a contraction in aggregate

demand and output, with inflation falling by a total of
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2 percentage points in eight quarters (as a response the
central bank cuts interest rates, which in the real world
should be interpreted as being able to raise them by
less). The drop in aggregate demand affects everyone,
but the impact is proportionately more cushioned for
higher-income families by the decline in taxation.

In the third scenario, a fiscal tightening of the same
overall size (1 percent of GDP) but with a different
composition is simulated. While the fiscal effort in other
spending items is greater than before (by 1.5 percent of
GDP), targeted transfers to the poorest 10 percent of
families are in turn increased by 0.5 percent of GDP.
The results show that in such a scenario, both GDP and
inflation go down. But because the poor households
receiving transfers consume a high share of their extra
income, aggregate consumption decreases by less than
in the other simulations. The consumption of those
targeted households goes up with the transfers. To
summarize, a generalized fiscal contraction helps contain
inflation, with a smaller drop in private consumption
than in the monetary policy scenario, but its impact
favors higher-income groups at the expense of the
lower-income groups. These adverse distributional effects
can be remedied if the fiscal contraction is accompanied
by a targeted transfer program.

Conclusions

The evidence presented in this chapter highlights
the pattern that inflationary surprises are historically
associated with an initial rise in fiscal balances in the
short term and a fall in public debt that often persists
into the medium term. However, expected inflation is
not associated with a fall in debt ratios, stressing that
inflating debt away is neither a desirable nor a sustainable
strategy. Unexpected inflation may offer some breathing
room for debt ratios, but attempts to keep surprising
bondholders have historically proved futile or harmful.
The impact on debt is more significant for countries with
large amounts of debt, especially when it is denominated
in local currency, long term, and unindexed. For
countries with debt exceeding 50 percent of GDP,
each 1 percentage point surprise increase in inflation is
estimated to reduce public debt by 0.6 percentage point
of GDP, with the effect lasting for several years.

40 International Monetary Fund | April 2023

Current practices on indexation vary considerably
across countries. Among budget items, pensions are
the most commonly indexed, followed by transfers to
lower-income groups and public sector wages. When
reviewing automatic or discretionary indexation going
forward, policymakers need to decide which groups
and programs to protect from income erosion while
avoiding policies that make inflation more persistent.
Policymakers should carefully assess the impact of
public wage setting during periods of high inflation,
including through indexation, on the setting of
private wages. Policymakers also need to consider
potential effects of inflation on the structure of
the tax system.

The redistributive effects of inflation on households
are more complex than usually thought. Analysis of
the recent surge in inflation highlights the importance
of changes in families’ incomes and net assets for the
distributive effect, especially in countries with more
developed financial and credit markets. Policy reforms
should consider the redistribution that inflation
drives from net lenders to net borrowers, usually
associated with old and young families, respectively.
During the period considered, the poverty rate rose by
1 percentage point or more in three countries of the
sample (France, Mexico, Senegal).

While monetary policy is in the driver’s seat
in the battle against inflation, fiscal policy can
help. Well-targeted fiscal restraint can be designed
to support monetary policy in attaining price
stability while protecting the vulnerable from
the cost-of-living crisis. The chapter documents
the empirical association between fiscal policies
and developments in inflation. Estimates suggest
that 1 percentage point of GDP in additional
public spending resulted in higher inflation by
0.8 percentage point in a sample covering the
195085 period and by 0.5 percentage point
thereafter. Moreover, through an economic model
capturing income distribution, the chapter shows
that zargeted fiscal restraint—involving tough policy
choices on what budget items to cut and which to
protect or expand—can bring inflation down at lower
cost to aggregate consumption and income inequality
while protecting lower-income families.
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INFLATION AND DISINFLATION: WHAT ROLE FOR FISCAL POLICY?

Box 2.1. Does Public Wage Policy Make Inflation More Persistent?

This box explores the interplay between public wages,
private wages, and inﬁatian. Public wage setting needs to
be mindful of developments in prices and private wages to
attract and retain qualzﬁed civil servants while avoiding
a wage-price spiral.

Public wage setting is important to attract and
retain qualified civil servants. At the same time, public
wage hikes can increase aggregate demand or influ-
ence wage setting in the broader economy, depending
on labor market institutions (such as the density of
unions or the degree of centralization of bargaining)
and the size of the public sector.

Applying the approach of Abdallah, Coady, and
Jirasavetakul (2023) to an expanded country sample,
this box estimates the effects of public wage spikes on
private wages over the medium term using data from
30 member countries of the Organisation for Economic
Co-operation and Development from the first quarter
of 1990 to the second quarter of 2022. Changes in gov-
ernment wages are assumed to be predetermined with
respect to the behavior of macroeconomic variables, as
usually identified in the literature (see Blanchard and
Perotti 2002; and Jorgensen and Ravn 2022).

The results suggest that, considering labor market
institutions and conditions, public wages may have
a significant and lasting effect on private wages and
core Consumer Price Index (CPI) inflation in the
sample (Figure 2.1.1). For countries with higher union
density and centralization of wage bargaining, the peak
responses of private wages and core CPI inflation to
spikes in public wages are 0.32 percentage point and
0.12 percentage point, respectively. They also last for
many quarters after the spike.

Prevailing macroeconomic conditions can also mat-
ter for the transmission of government wage shocks.
For instance, workers’ bargaining power is typically
greater when labor markets are tight. Similarly, firms
may have more pricing power when aggregate demand
is strong. Figure 2.1.1 suggests that the impacts of
government wage hikes on private wages and core CPI
are significantly larger and longer-lasting when labor
markets are tighter.

The findings imply that during periods of high
inflation and tight labor markets, public wage
policy should balance the need to attract and retain
high-quality civil servants against the risk of fomenting
inflationary pressures.

Figure 2.1.1. Effects of Public Wage Spikes on Private Wages and Core CPI Inflation
(Percent for the response of private wages; percentage points for core CPI)
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Note: Shaded areas and dashed lines represent the 90 percent confidence bands of the impulse responses. CPl = Consumer Price Index.
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Box 2.2. Inflation Effect via the Wealth Channel during Historical Episodes

This box takes a historical perspective on the redistribu-
tive effect of inflation on households’ assets and liabilities.

Some patterns of redistribution from inflation
through the net wealth channel hold true in many
historical episodes. Net holders of cash, bank deposits,
and local currency (unindexed) bonds suffer real losses,
while net borrowers (notably for fixed-rate mortgages)
gain. Moreover, stockholders lose if inflation is joined
by economic disruption. Homeowners and landowners
have usually been shielded, but public policies, such
as rent control or taxation, sometimes have partially
undone such protection.

Comparing the portfolios of different demographic
groups for a sample of more than 60,000 house-
holds in the United States, Wolff (1979) analyzed the
impact of the 1969-75 period of inflation through
the net wealth channel. The biggest gainers were
homeowners who had large mortgages. Low-income
households also gained if they had a mortgage.

Homeowners gained relative to renters, middle-aged
houscholds gained relative to younger and older ones,
married couples gained relative to singles, and Whites
gained relative to non-Whites. Inequality of wealth
declined because lower-wealth groups had higher
debt-to-asset ratios.

But the inflation protection of homeownership can
be undone, at least in part, by government policies,
as seen in France and Germany, for example, in the
aftermath of World War I. Inflation once again hit net
holders of nominal assets hardest, but homeowners were
not unscathed. In France, rent control was severe during
both world wars. Combined with inflation, this resulted
in rents falling to one-tenth of their value in real terms
between 1913 and 1950 (Piketty 2003). Likewise, in
Germany, real estate lost one-fifth of its value during
1913-27 owing to a mix of rent regulation and taxation
(Albers, Bartels, and Schularick 2022). The only asset
that gained was land, with a strong rural-urban divide
in the effect of inflation.

Box 2.3. Price Hikes and the Middle Class in the United States

The box shows that middle-income families in the United
States experienced sharper rises in the cost of their con-
sumption baskets, compared with higher-income families,
not only during times of rapid inflation but also during
the past two decades more generally.

Using US Bureau of Labor Statistics Consumer
Expenditure Surveys, estimates show that prices rose
faster for goods and services that make up a large share
of the consumption baskets of US middle-income house-
holds as of 2021, confirming the findings by Cravino,
Lan, and Levchenko (2020) (Online Annex 2.3).

New analysis reveals that such a price gap for
goods and services consumed by the middle class
constitutes a longer time trend. The relative price
of the consumption basket for a middle-class family
(40th—60th income percentiles) rose by 11.7 percent
relative to the consumption basket of a higher-income
family (top fifth percentile) between 1998 and 2021
(Figure 2.3.1). Potential factors underlying this differ-
ence include product innovations and price changes in
imported goods (Cravino and Levchenko 2017; Jaravel
2019). These divergent price paths, along with static
US middle incomes (Mishel and Bivens 2021), suggest
a widening in the purchasing power of the two groups.
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Figure 2.3.1. Inflation Differentials between

Middle- and High-Income Families
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Sources: IMF staff analysis based on Cravino, Lan, and
Levchenko (2020); and US Bureau of Labor Statistics.

Note: Price gap is the accumulated inflation gap since 1998
between top 5th and 40th—60th income percentiles.
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Box 2.4. Surges in Government Spending: A Historical Perspective

This box shows that large-scale fiscal support during the
pandemic bears some similarities to war-related surges
in public spending, which were followed by sustained
inflation. Will history rhyme?

The economic impact and ensuing policy response
of the COVID-19 pandemic have been compared
with those of war periods (Dell’Ariccia and others
2020; Hall and Sargent 2022). Figure 2.4.1 shows
that the hikes in debt and public primary expenditure
in 2020 constitute one of the largest annual increases
since the 1800s.

During World War I and World War II, several
tactics were used for marketing government bonds
(Eichengreen and others 2021), including forcing
banks to buy bonds and imposing ceilings on
Treasury rates. In more recent episodes, central
banks purchased sovereign bonds in the secondary
markets to reduce deflationary pressures. Even so,
they enlarged balance sheets and raised their ratio
of sovereign bonds to total assets (Ferguson, Schaab,
and Schularick 2015; October 2020 Global Financial
Stability Report, Chapter 1). Historically, wars have
often been followed by a persistent rise in inflation
(Bonam and Smadu 2021). After World War I, prices
kept going up, reaching levels more than 70 percent
higher in the United States and more than 90 percent
higher in France, Italy, and the United Kingdom
(Figure 2.4.2).

Figure 2.4.2. Price Level Rises with the World Wars
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Figure 2.4.1. Surges in Public Expenditure,
Revenue, and Debt over a Historical Span
(Percent of GDP)

—— Debt (left scale) -—-Revenue (right scale)
Primary expenditure (right scale)

1. United States

150~ WWi WWIl COVID-19 ‘jg
125- i
100- - 30
25
75- [0
50- -15
10
25— r
0 ;.\%I XVnchi ’:‘I‘:klld"‘ _[5)
OO0 OOOOOOO
8FNC¢<’LO©NOOO’

—

2. United Kingdom

300~ wwi wwil covip-19 ~ 70
250 - -60
200- o 90
! NN - 40
150 - N\ 4! Wt
(R -30
100 - f\v‘,\_‘v,' )
50 VN -10
0 1 1 'I 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 0
[l oo o oo oo o) oo o Yo Yoo o o Yo Yo Y o]
— — N
Sources: IMF Public Finances in Modern History database;
and IMF staff calculations.
Note: WWI = World War I; WWII = World War II.
2. Wwii
75 Germany UK ~500
_—Us -— - France (right scale) B
60 - ltaly (right scale) - 400
45- Wil /// - 300
30- -7+ 200
15— P -100
0 1
1939 4 43 45 47
Year

Source: IMF staff analysis using the Jorda-Schularick-Taylor Macro-history Database.
Note: The lines are calculated by 100 x (In Ps— In Pga .02, in Which Py is the Consumer Price Index. WWI = World War ;

WWII = World War Il.

International Monetary Fund | April 2023

43



FISCAL MONITOR: ON THE PATH TO POLICY NORMALIZATION

44

Box 2.4 (continued)

In Austria, Germany, Hungary, and Poland, inflation
surged and turned into hyperinflation in the early
1920s and was brought down only by putting an end
to financing government spending while adjusting the
budgets into balance (Sargent 1982). During World
War 11, similar price surges were also observed. After
the war, prices remained elevated in most countries,
compared with before the war. Price levels were about
50 percent higher in the United Kingdom and in the
United States and more than 200 percent higher in
France and Italy.

Some authors have suggested that differences in
fiscal policy during the COVID-19 pandemic relate
to differences in inflation (de Soyres, Santacreu,
and Young 2022). As shown in Figure 2.4.3, a
small cross-section of countries, those where real
spending grew more in the past three years, also
experienced a larger increase in core inflation
(that is, inflation excluding changes in energy and
food prices).

As noted in the chapter, surprise inflation and the
rebound in growth contributed to debt reduction in
2021 and 2022. Moderate inflation has reduced debt
in the past when combined with financial repression—
which, however, brings its own costs (Esteves and
Eichengreen 2022; Mauro and Zhou 2021).
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Figure 2.4.3. Correlation between 2022
Changes in Fiscal Policy and in Core Inflation
since 2019
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Source: IMF staff calculations using the World Economic
Outlook database.

Note: Blue dots represent advanced economies. Red
diamonds represent emerging market economies. Core
inflation differential = core inflation in 2022 minus core
inflation in 2019. Real primary spending differential = real
primary spending in 2022 divided by real primary spending
in 2019. Data labels in the figure use International
Organization for Standardization (ISO) country codes.
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GLOSSARY

Automatic stabilizers Revenue and some
expenditure items built in the budget that adjust
automatically to cyclical changes in the economy—
for example, as output falls, revenue collections
decline and unemployment benefits increase, which

“automatically” provides demand support.

Balance sheet Statement of the values of the stock
positions of assets owned and liabilities owed by a unit,
or group of units, drawn up in respect of a particular

point in time.

Burden or incidence Refers to whose economic
welfare is reduced by a policy and by how much. It is
quite different from the formal or legal incidence—
fuel suppliers, for example, may be responsible for
remitting tax payments to the national tax authority,
but they may bear little economic incidence if they can

charge higher prices.

Carbon tax or carbon pricing A tax imposed on
CO, releases emitted largely through the combustion
of carbon-based fossil fuels. Administratively, the
easiest way to implement the tax is through taxing the
supply of fossil fuels—coal, oil, and natural gas—in
proportion to their carbon content.

Contingent liabilities
explicitly recorded on government balance sheets and

Obligations that are not

that arise only in the event of a particular discrete
situation, such as a crisis.

Cost of living  The level of prices relating to the
consumption of everyday goods and services.

Coverage of public benefits Share of individuals
or households of a particular socioeconomic group
who receive a public benefit.

Cyclically adjusted primary balance (CAPB)
Cyclically adjusted balance excluding net interest
payments (interest expenditure minus interest revenue).

Debt Service Suspension Initiative (DSSI) An
initiative in which bilateral official creditors provide
during a limited period a suspension of debt service
payments for the poorest countries (73 low-income
and lower-middle-income countries) that request the
suspension.

Disinflating Bringing inflation down or restoring

price stability.

Excess savings The amount by which actual

savings exceed the projected savings for a given period.

Expenditure ceiling An instrument for enforcing
aggregate expenditure discipline.

Fiscal buffer  Fiscal space created by saving budgetary

resources and reducing public debt in good times.

Fiscal consolidation Fiscal policy that reduces
government deficits and government debt.

Fiscal council A permanent agency with a statutory
or executive mandate to assess publicly and independenty
fiscal policy, fiscal plans, and fiscal performance against
official objectives, such as long-term sustainability of
public finances and macroeconomic stability.

Fiscal dominance Situation in which governments
do not adjust the primary balance to stabilize public
debts, and monetary policy becomes ineffective.

Fiscal framework The set of rules, procedures,
and institutions that guide fiscal policy.

Fiscal impulse  The term is synonymous to fiscal
stimulus and is measured as the change in the cyclically

adjusted primary balance.

Fiscal multiplier
of discretionary fiscal policy on output. Usually

Measures the short-term impact

defined as the ratio of a change in output to an
exogenous change in the fiscal deficit with respect to
their respective baselines.

Fiscal rules

through predetermined numerical limits on aggregate

Lasting constraints on fiscal policy

fiscal indicators (such as the budget balance,
government expenditure, debt).

Fiscal space 'The room for undertaking
discretionary fiscal policy (increasing spending or
reducing taxes) relative to existing plans without
endangering market access and debt sustainability.

Fiscal stance An assessment of the fiscal stance
refers to a sense of the impact of fiscal policy on

domestic demand and financial resources.
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Fixed cash transfer programs Cash transfer
programs that include fixed payments to recipients in a

regular frequency.

General government All government units and all
nonmarket, nonprofit institutions that are controlled
and mainly financed by government units comprising
the central, state, and local governments; includes
social security funds and does not include public

corporations or quasi corporations.

Government financing needs (also gross financing
needs) Overall new borrowing requirement plus debt
maturing during the year.

Government guarantees Governments can
undertake payment of a debt or liabilities in the

event of a default by the primary creditor. The most
common type is a government-guaranteed loan, which
requires government to repay any amount outstanding
on a loan in the event of default. In some contracts,
governments provide a revenue or demand guarantee.
The budget costs related to guarantees are usually not
recognized in the budget without any upfront cost, but
they create a contingent liability, with the government

exposed to future calls on guarantees and fiscal risks.

Green transition A general concept of moving from
a carbon-based economy to a more sustainable economy.

Gross debt  All liabilities that require future
payment of interest and/or principal by the debtor to
the creditor. This includes debt liabilities in the form
of special drawing rights, currency, and deposits; debt
securities; loans; insurance, pension, and standardized
guarantee programs; and other accounts payable.

(See the IMF’s 2001 Government Finance Statistics
Manual and Public Sector Debt Statistics Manual.)

The term “public debt” is used in the Fiscal Monitor,
for simplicity, as synonymous with gross debt of

the general government, unless specified otherwise.
(Strictly speaking, public debrt refers to the debt of the
public sector as a whole, which includes financial and
nonfinancial public enterprises and the central bank.)

Gross financing needs Sce Government

financing needs

Headline fiscal balance Sce Overall fiscal balance

Heterogeneous Agents New Keynesian approach
Economic models with incomplete markets and
income inequality coupled with wages or prices (New
Keynesian) rigidities.
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Hyperinflation It is an excessive, and out-of-control

general price increase process, typically used when
inflation surpasses 50 percent of inflation in the year.

In-kind benefits/transfers Government social
assistance provided in terms of specific goods (for
example, food) or services (for example, health care)

instead of cash.

Inflation A general increase in the price level of
goods and services in the economy leading to a fall in
the purchasing value of money.

Net debt

corresponding to debt instruments. These financial

Gross debt minus financial assets

assets are monetary gold and special drawing rights;
currency and deposits; debt securities; loans, insurance,
pensions, and standardized guarantee programs; and
other accounts receivable. In some countries, the
reported net debt can deviate from this definition
based on available information and national fiscal
accounting practices.

Net (financial) worth Net worth is a measure of
fiscal solvency. It is calculated as assets minus liabilities.
Net financial worth is calculated as financial assets
minus liabilities.

Nonfinancial public sector General government

plus nonfinancial public corporations.

Overall fiscal balance (also headline fiscal
balance) Net lending and borrowing, defined as the
difference between revenue and total expenditure, using
the IMF’s 2001 Government Finance Statistics Manual
(GFSM 2001). Does not include policy lending. For
some countries, the overall balance is still based on
the GFSM 1986, which defines it as total revenue and
grants minus total expenditure and net lending.

Estimate of the level of GDP
that can be reached if the economy’s resources are fully

Potential output

employed.

Price stickiness Prices tend to stay the same or
change gradually and less frequently when demand or

costs change.

Price subsidies Price subsidies are measure that
keep prices for end users below market levels, or

for suppliers above market levels. Subsidies can take
various forms including direct transfers, but also
indirect support such as tax exemptions, price controls,

or rebates.



Primary balance Overall balance excluding net
interest payments (interest expenditure minus interest

revenue).
Public debt See Gross debt

Public works programs A subset of social
protection programs that provide income transfers to
the poor through employment, generally in public
labor-intensive infrastructure development initiatives
such as rural roads, irrigation, and tree plantation
and are often designed to smooth income particularly
during “slack” or “hungry” periods of the year.

Quantitative easing Form of monetary policy in
which a central bank purchases securities—public or
private—to reduce long-term interest rates.

Quantitative tightening Also known as balance
sheet normalization, these are monetary policies aimed

at reducing a central bank’s balance sheet.

Ricardian equivalence It is an economic theory
that says that if government spending is financed by
current deficits, future taxes will have to increase to

compensate the current debt-increasing operation.

Social safety nets Noncontributory transfer
programs financed by general government revenue.

Stock-flow adjustments Change in the gross
debt explained by factors other than the overall fiscal

balance (for example, valuation changes).

GLOSSARY

Structural primary balance Extension of the
cyclically adjusted primary balance that also corrects
for other nonrecurrent effects that go beyond the cycle,
such as one-off operations and other factors whose
cyclical fluctuations do not coincide with the output
cycle (for instance, asset and commodity prices and
output composition effects).

Sustainable Development Goals A collection of
17 goals set by the United Nations General Assembly
in 2015 covering global warming, poverty, health,
education, gender equality, water, sanitation, energy,
urbanization, environment, and social justice. Each
goal has a set of targets to achieve, and in total, there
are 169 targets.

Tanzi effect It is an economic situation involving
a period of high inflation in a country which results

in a decline in the volume of tax collection and a
deterioration of real tax proceeds being collected by the
government of that country owing to the time elapsed
between the moment the taxable event occurs, and the

collection of the tax becomes effective.

Taylor rule It is a guideline for central banks
on how to manipulate interest rates so as to stabilize

inflation and the economy.

Terms of trade The relative price of exports in
terms of imports, defined as the ratio of export to
import prices.
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METHODOLOGICAL AND STATISTICAL APPENDIX

This appendix comprises four sections. “Data and
Conventions” describes the data and conventions
used to calculate economy group composites. “Fiscal
Policy Assumptions” summarizes the country-specific
assumptions underlying the estimates and projections
for 2023-28. “Definition and Coverage of Fiscal Data”
summarizes the classification of countries in the various
groups presented in the Fiscal Monitor and details the
coverage and accounting practices underlying each
country’s Fiscal Monitor data. Statistical tables on key
fiscal variables complete the appendix. Data in these
tables have been compiled on the basis of information

available through April 3, 2023.

Data and Conventions

Country-specific data and projections for key fiscal
variables are based on the April 2023 World Economic
Outlook database, unless indicated otherwise, and
compiled by IMF staff. Historical data and projections
are based on the information IMF country desk
officers gather in the context of their missions and
through their ongoing analysis of the evolving situation
in each country; data are updated continually as more
information becomes available. Structural breaks in
data may be adjusted to produce smooth series through
splicing and other techniques. IMF staff estimates serve
as proxies when complete information is unavailable.
As a result, Fiscal Monitor data may differ from official
data in other sources, including the IMF’s International
Financial Statistics and the Government Finance
Statistics Manual (GFSM 2014).

Sources for fiscal data and projections not covered
by the World Economic Outlook database are listed in
the respective tables and figures.

Country classification in the Fiscal Monitor divides
the world into three major groups: 41 advanced
economies, 95 emerging market and middle-income
economies, and 59 low-income developing countries.
Fiscal Monitor tables display 37 advanced economies,
39 emerging market and middle-income economies,
and 40 low-income developing countries. The
countries in the tables generally represent the largest
countries within each group based on the size of their

GDP in current US dollars. Data for the full list of
economies can be found at https://www.imf.org/
external/datamapper/datasets/FM. The seven largest
advanced economies as measured by GDP (Canada,
France, Germany, Italy, Japan, the United Kingdom,
and the United States) constitute the subgroup of
major advanced economies, often referred to as the
Group of Seven (G7). The members of the euro area
are also distinguished as a subgroup. Composite data
shown in the tables for the euro area cover the current
members for all years, even though membership has
increased over time. Data for most European Union
(EU) member countries have been revised following
their adoption of the updated European System
of National and Regional Accounts (ESA 2010).
Low-income developing countries are countries that
have per capita income levels below a certain threshold
(set at $2,700, as of 2016, as measured by the World
Bank Atlas method), structural features consistent with
limited development and structural transformation,
and external financial relationships insufficiently open
for the countries to be considered emerging market
economies. Emerging market and middle-income
economies include those not classified as advanced
economies or low-income developing countries.
See Table A, Economy Groupings, for more details.
Most fiscal data for advanced economies refer to
the general government, whereas data for emerging
market and developing economies often refer to only
the central government or the budgetary central
government (for specific details, see Tables B-D). All
fiscal data refer to calendar years, except in the cases of
The Bahamas, Bangladesh, Barbados, Bhutan, Botswana,
Dominica, Egypt, Eswatini, Ethiopia, Fiji, Haiti,
Hong Kong Special Administrative Region, India, the
Islamic Republic of Iran, Jamaica, Lesotho, Malawi,
the Marshall Islands, Mauritius, Micronesia, Myanmar,
Namibia, Nauru, Nepal, Pakistan, Palau, Puerto Rico,
Rwanda, Samoa, Singapore, St. Lucia, Thailand, Tonga,
and Trinidad and Tobago, for which they refer to the
fiscal year. For economies whose fiscal years end before
June 30, data are recorded in the previous calendar
year. For economies whose fiscal years end on or after
June 30, data are recorded in the current calendar year.
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Composite data for country groups are weighted
averages of individual-country data, unless specified
otherwise. Data are weighted by annual nominal GDP
converted to US dollars at average market exchange
rates as a share of the group GDP.

For the purpose of data reporting in the Fiscal
Monitor, the Group of Twenty (G20) member
aggregate refers to the 19 country members and does
not include the EU.

In most advanced economies, and in some large
emerging market and middle-income economies, fiscal
data follow the GFSM 2014 or are produced using a
national accounts methodology that follows the 2008
System of National Accounts (SNA) or ESA 2010,
both broadly aligned with the GESM 2014. Most other
countries follow the GESM 2001, but some countries,
including a significant proportion of low-income
developing countries, have fiscal data based on the 1986
GFSM. The overall fiscal balance refers to net lending
and borrowing by the general government. In some
cases, however, the overall balance refers to total revenue
and grants minus total expenditure and net lending.

The fiscal gross and net debt data reported in the
Fiscal Monitor are drawn from official data sources and
IMF staff estimates. Whereas attempts are made to
align gross and net debt data with the definitions in the
GFSM, data limitations or specific country circumstances
can cause these data to deviate from the formal
definitions. Although every effort is made to ensure the
debt data are relevant and internationally comparable,
differences in both sectoral and instrument coverage
mean that the data are not universally comparable. As
more information becomes available, changes in either
data sources or instrument coverage can give rise to data
revisions that are sometimes substantial.

As used in the Fiscal Monitor, the term “country”
does not always refer to a territorial entity that is a
state as understood by international law and practice.
As used here, “country” also covers some territorial
entities that are not states but whose statistical data are

maintained separately and independently.

Australia: For cross-economy comparability, gross
and net debt levels reported by national statistical
agencies for economies that have adopted the
2008 SNA (Australia, Canada, Hong Kong Special
Administrative Region, and the United States) are
adjusted to exclude the unfunded pension liabilities of
government employees defined-benefit pension plans.
Bangladesh: Data are on a fiscal year basis.
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Brazil: General government data refer to the
nonfinancial public sector—which includes the
federal, state, and local governments, as well
as public enterprises (excluding Petrobras and
Eletrobras)—and are consolidated with data for the
sovereign wealth fund. Revenue and expenditures
of federal public enterprises are added in full to
the respective aggregates. Transfers and withdrawals
from the sovereign wealth fund do not affect the
primary balance. Disaggregated data on gross
interest payments and interest receipts are available
only from 2003 onward. Before 2003, total revenue
of the general government excludes interest receipts;
total expenditure of the general government
includes net interest payments. Gross public debt
includes the Treasury bills on the central bank’s
balance sheet, including those not used under
repurchase agreements. Net public debt consolidates
nonfinancial public sector and central bank debt.
The authorities’ definition of general government
gross debt excludes government securities held
by the central bank; except the stock of Treasury
securities the central bank uses for monetary
policy (those pledged as security reverse repurchase
agreement operations). According to the authorities’
definition, gross debt amounted to 73.4 percent of
GDP at the end of 2022.

Canada: For cross-economy comparability, gross
and net debt levels reported by national statistical
agencies for economies that have adopted the
2008 SNA (Australia, Canada, Hong Kong Special
Administrative Region, and the United States) are
adjusted to exclude unfunded pension liabilities of
government employees, defined-benefit pension
plans. Canada’s net debt corresponds to net financial
liabilities as reported by Statistics Canada and
includes equity and investment fund shares, which
Canada has built up substantially. Statistics Canada
has made a recent methodological change to value
assets at market value instead of book value, which
has decreased net debt.

Chile: Cyclically adjusted balances refer to the
structural balance, which includes adjustments for
output and commodity price developments.

China: Deficit and public debt numbers cover a
narrower perimeter of the general government than
IMEF staff’s estimates in China Article IV reports (see
IMF 2023 for a reconciliation of the two estimates).
Public debt data include central government debt as
reported by the Ministry of Finance, explicit local



government debt, and shares of contingent liabilities
the government may incur, based on estimates

from the National Audit Office estimate. IMF staff
estimates exclude central government debt issued for
China Railway. Relative to the authorities’ definition,
consolidated general government net borrowing
excludes transfers to and from stabilization funds

but includes state-administered funds, state-owned
enterprise funds, and social security contributions and
expenses, as well as some off-budget spending by local
governments. Deficit numbers do not include some
expenditure items, mostly infrastructure investment
financed off budget through land sales and local
government financing vehicles. Fiscal balances are not
consistent with reported debt, because no time series
of data in line with the National Audit Office debt
definition is published officially.

Colombia: Gross public debt refers to the combined
public sector, including Ecopetrol and excluding
Banco de la Republica’s outstanding external debt.

Dominican Republic: The fiscal series have the
following coverage: the public debt, debt service,
and cyclically adjusted or structural balances are
for the consolidated public sector (which includes
the central government, the rest of the nonfinancial
public sector, and the central bank). The remaining
fiscal series are for the central government.

Egypt: Data are on a fiscal year basis.

Ethiopia: Data are on a fiscal year basis. Gross debt
refers to the nonfinancial public sector, excluding
Ethiopian Airlines.

Fiji: Data are on a fiscal year basis.

Greece: General government gross debt follows the
GFSM 2014 definition and includes the stock of
deferred interest.

Haiti: Data are on a fiscal year basis.

Hong Kong Special Administrative Region: Data are
on a fiscal year basis. Cyclically adjusted balances
include adjustments for land revenue and investment
income. For cross-economy comparability, gross
and net debt levels reported by national statistical
agencies for economies that have adopted the
2008 SNA (Australia, Canada, Hong Kong Special
Administrative Region, and the United States) are
adjusted to exclude the unfunded pension liabilities of
government employees defined-benefit pension plans.

Iceland: Gross debt excludes insurance technical
reserves (including pension liabilities) and other
accounts payable.

India: Data are on a fiscal year basis.

METHODOLOGICAL AND STATISTICAL APPENDIX

Iran, Islamic Republic of: Data are on a fiscal year basis.

Ireland: For 2015, if the conversion of the
government’s remaining preference shares to
ordinary shares in one bank is excluded, then the
fiscal balance is -1.1 percent of GDP. Cyclically
adjusted balances reported in Appendix Tables
A3 and A4 exclude financial sector support
measures. Ireland’s 2015 national accounts were
revised as a result of restructuring and relocation
of multinational companies, which resulted
in a level shift of nominal and real GDP. For
more information, see “National Income and
Expenditure Annual Results: 2015,” hetp://
www.cso.ie/en/releasesandpublications/er/nie/
nationalincomeandexpenditureannualresults2015/.

Japan: Gross debt is on an unconsolidated basis.

Mexico: General government refers to the central
government, social security funds, public enterprises,
development banks, the national insurance
corporation, and the National Infrastructure Fund,
but excludes subnational governments.

Myanmar: Data are on a fiscal year basis.

Nepal: Data are on a fiscal year basis.

Norway: Cyclically adjusted balances correspond to
the cyclically adjusted non-oil overall or primary
balance. These variables are a percentage of non-oil
potential GDP.

Pakistan: Data are on a fiscal year basis.

Peru: Cyclically adjusted balances include adjustments
for commodity price developments.

Singapore: Data are on a fiscal year basis.

Spain: Overall and primary balances include financial
sector support measures estimated to be 0.3 percent
of GDP for 2013, 0.1 percent of GDP for 2014,
0.1 percent of GDP for 2015, and 0.2 percent of
GDP for 2016.

Sweden: Cyclically adjusted balances account for
output and employment gaps.

Switzerland: Data submissions at the cantonal and
commune levels may be subject to sizable revisions.
Cyclically adjusted balances include adjustments for
extraordinary operations related to the banking sector.

Thailand: Data are on a fiscal year basis.

Tiirkiye: Projections in the Fiscal Monitor are based
on the IMF-defined fiscal balance, which excludes
some revenue and expenditure items included in the
authorities’ headline balance.

Turkmenistan: IMF staff estimates, and projections of
the fiscal balance exclude receipts from domestic
bond issuances as well as privatization operations,
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in line with GFSM 2014. The authorities’ official
estimates, which are compiled using domestic
statistical methodologies, include bond issuance and
privatization proceeds as part of government revenues.

United States: For cross-economy comparability,
expenditures and fiscal balances are adjusted to
exclude the imputed interest on unfunded pension
liabilities and the imputed compensation of
employees, which are counted as expenditures under
the 2008 SNA adopted by the United States. Data for
the United States may thus differ from data published
by the US Bureau of Economic Analysis. In addition,
gross and net debt levels reported by the Bureau of
Economic Analysis and national statistical agencies
for other economies that have adopted the 2008
SNA (Australia, Canada, and Hong Kong Special
Administrative Region) are adjusted to exclude the
unfunded pension liabilities of government employees
defined-benefit pension plans.

Uruguay: Starting in October 2018, Uruguay’s public
pension system has been receiving transfers in the
context of a new law that compensates persons
affected by the creation of the mixed pension system.
These funds are recorded as revenues, consistent
with the IMF’s methodology. Therefore, data and
projections for 2018-22 are affected by these
transfers, which amounted to 1.2 percent of GDP in
2018, 1.1 percent of GDP in 2019, 0.6 percent of
GDP in 2020, and 0.3 percent of GDP in 2021 and
are projected to be 0.1 percent of GDP in 2022 and
0 percent thereafter. See IMF Country Report 19/64
for further details. The disclaimer about the public
pension system applies only to the revenues and net
lending/borrowing series. The coverage of the fiscal
data for Uruguay was changed from consolidated
public sector to nonfinancial public sector with the
October 2019 World Economic Outlook. In Uruguay,
nonfinancial public sector coverage includes central
government, local government, social security funds,
nonfinancial public corporations, and Banco de
Seguros del Estado. Historical data were also revised
accordingly. Under this narrower fiscal perimeter—
which excludes the central bank—assets and liabilities
held by the nonfinancial public sector where the
counterpart is the central bank are not netted out
in debt figures. In this context, capitalization bonds
issued in the past by the government to the central
bank are now part of the nonfinancial public sector
debt. Gross and net debt estimates for 2008-11 is
preliminary.
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Venezuela: Fiscal accounts include the budgetary
central government, social security funds, FOGADE
(insurance deposit institution), and a sample of
public enterprises, including Petréleos de Venezuela,
S.A. (PDVSA). Data for 2018-21 are IMF staff

estimates.

Fiscal Policy Assumptions

Historical data and projections of key fiscal
aggregates are in line with those of the April 2023
World Economic Outlook, unless noted otherwise. For
underlying assumptions other than on fiscal policy, see
the April 2023 World Economic Outlook.

Short-term fiscal policy assumptions are based
on officially announced budgets, adjusted for
differences between the national authorities and
IMEF staff regarding macroeconomic assumptions
and projected fiscal outturns. Medium-term fiscal
projections incorporate policy measures judged likely
to be implemented. When IMF staff has insufficient
information to assess the authorities’ budget
intentions and prospects for policy implementation,
an unchanged structural primary balance is assumed,
unless indicated otherwise.

Afghanistan: All data and projections for 202128
are omitted because of an unusually high degree
of uncertainty and given that the IMF has paused
its engagement with the country due to a lack
of clarity within the international community
regarding the recognition of a government in
Afghanistan.

Algeria: Starting with the October 2022 Regional
Economic Outlook, total government expenditure and
net lending/borrowing include policy lending by the
government which mostly reflects support to the
pension system and other public sector entities.

Argentina: Fiscal projections are based on the available
information regarding budget outturn, budget
plans, and IMF-supported program targets for the
federal government; on fiscal measures announced
by the authorities; and on IMF staff macroeconomic
projections.

Australia: Fiscal projections are based on data from
the Australian Bureau of Statistics, the fiscal year
(FY)2022/23 budget published by the Commonwealth
government in October 2022, the FY2022/23 budget
published by the respective state/territory governments,
and the IMF staff’s estimates and projections.



Austria: Fiscal projections are based on the 2023 budget
and the Austria Medium Term Strategy Programme.
The NextGenerationEU (NGEU) fund and the latest
announcement on fiscal measures have also been
incorporated.

Belgium: Projections are based on the Belgian Stability
Program 2022-25, the 2023 Budgetary Plan, and other
available information on the authorities’ fiscal plans,
with adjustments for the IMF staff's assumptions.

Brazil: Fiscal projections for 2023 reflect the current
policy in place.

Cambodia: Historical fiscal and monetary data are from
the Cambodia authorities. Projections are based on
IMF staff’s assumptions given discussions with the
authorities.

Canada: Projections use the baseline forecasts from
the Government of Canada’s Fall Economic
Statement 2022 and the latest provincial budgets. The
IMEF staff makes some adjustments to these forecasts,
including those for differences in macroeconomic
projections. The IMF staff’s forecast also incorporates
the most recent data releases from Statistics Canada’s
National Economic Accounts, including quarterly
federal, provincial, and territorial budgetary outturns.

Chile: Projections are based on the authorities’ budget
projections, adjusted to reflect the IMF staffs
projections for GDP, copper prices, depreciation,
and inflation.

China: Staff fiscal projections incorporate the 2023
budget as well as estimates of off-budget financing.

Colombia: Projections are based on the authorities’
policies and projections reflected in the 2022
Financing Plan and the 2022 Medium-Term
Fiscal Framework, adjusted to reflect IMF staff
macroeconomic assumptions.

Cyprus: Projections are based on IMF staff’s assessment
of authorities’ budget plans and IMF staff’s
macroeconomic assumptions.

Czech Republic: The fiscal projections are based on the
authorities’ latest-available convergence program,
budget and medium-term fiscal framework, as well
as IMF staff’s macroeconomic framework. Structural
balances are net of temporary fluctuations in some
revenues and one-offs. COVID-19—related one-offs
are however included.

Denmark: Estimates for the current year are
aligned with the latest official budget numbers,
adjusted where appropriate for the IMF staff’s
macroeconomic assumptions. Beyond the current

year, the projections incorporate key features of
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the medium-term fiscal plan as embodied in the
authorities’ latest budget. Structural balances are
net of temporary fluctuations in some revenues
(for example, North Sea revenue, pension yield tax
revenue) and one-offs (COVID-19-related one-offs
are, however, included).

Ecuador: The authorities are undertaking revisions of
the historical fiscal data with technical support from
the IME

Egypt: Fiscal projections are mainly based on
budget sector operations. Projections are based
on the budget for FY2022/23 and the Fund’s
macroeconomic outlook.

Estonia: The forecast incorporates the authorities’ Draft
Budgetary Plans for 2023 (as of October 2022),
adjusted for publicly available information (for
example, measures to mitigate the impacts of high
inflation and the cost-of-living crisis) for IMF staff’s
macroeconomic scenario.

Finland: Fiscal projections are based on the authorities’
projections which reflect their latest medium-term
fiscal plan, adjusting where appropriate for the IMF
staff’s macroeconomic and other assumptions.

France: Projections for 2022 and projections for 2023
onward are based on the 2018-23 budget laws,
the 2023 amended social security finance bill,
Stability Program 2022-27, draft medium-term
programming bill, and other available information
on the authorities” fiscal plans, adjusted for
differences in revenue projections and assumptions
on macroeconomic and financial variables.

Germany: The IMF staff’s projections for 2023 and
beyond are based on the 2023 budgets and data
updates from the national statistical agency (Destatis)
and the ministry of finance, adjusted for differences
in the IMF staff's macroeconomic framework and
assumptions concerning revenue elasticities.

Greece: Data since 2010 reflect adjustments in line
with the primary balance definition under the
enhanced surveillance framework for Greece.

Hong Kong Special Administrative Region: Projections
are based on the authorities’ medium-term fiscal
projections for expenditures.

Hungary: Fiscal projections include the IMF staff’s
projections of the macroeconomic framework and
fiscal policy plans announced in the 2023 budget.

India: Projections are based on available information
on the authorities” fiscal plans, with adjustments for
the IMF staff’s assumptions. Subnational data are
incorporated with a lag of up to one year; general
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government data are thus finalized well after central
government data. IMF and Indian presentations
differ, particularly regarding disinvestment and
license-auction proceeds, net versus gross recording
of revenues in certain minor categories, and some
public sector lending. Starting with FY2020/21
data, expenditure also includes the off-budget
component of food subsidies, consistent with the
revised treatment of food subsidies in the budget.
The IMF staff adjusts expenditure to take out
payments for previous years' food subsidies, which
are included as expenditure in budget estimates for
FY2020/21.

Indonesia: The IMF staff’s projections are based
on maintaining a neutral fiscal stance going
forward, accompanied by moderate tax policy
and administration reforms, some expenditure
realization, and a gradual increase in capital
spending over the medium term in line with
fiscal space.

Ireland: Fiscal projections are based on the country’s
Budget 2023.

Italy: The IMF staff’s estimates and projections
are informed by the fiscal plans included in the
governments 2023 budget and amendments. The
stock of maturing postal bonds is included in the
debt projections.

Japan: The projections reflect fiscal measures
the government has already announced, with
adjustments for the IMF staff’s assumptions.

Kazakbstan: Fiscal projections are based on the budget
law and IMF staff projections.

Korea: The forecast incorporates the overall fiscal
balance in the 2022 annual budget and two
supplementary budgets, the proposed 2023 budget
and medium-term fiscal plan, and IMF staffs
adjustments.

Lebanon: For Lebanon, data and projections for
2021-28 is omitted owing to an unusually high
degree of uncertainty.

Libya: IMF staff judgement based on 2021 fiscal
accounts.

Malaysia: Fiscal projections are based on budget
numbers, discussion with the authorities, and IMF
staff estimates.

Malta: Projections are based on the authorities’
latest budget document, adjusted for IMF staff’s
macroeconomic and other assumptions.

Mexico: The 2020 public sector borrowing
requirements estimated by the IMF staff adjusts for
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some statistical discrepancies between above-the-line
and below-the-line numbers. Fiscal projections for
2022 and 2023 are informed by the estimates in
Criterios 2023; projections for 2024 onward assume
continued compliance with rules established in the
Federal Budget and Fiscal Responsibility Law.

Moldova: Fiscal projections are based on various bases
and growth rates for GDP, consumption, imports,
wages, and energy prices and on demographic
changes.

Myanmar: Fiscal projections are made based on budget
numbers and changed macro environment.

The Netherlands: Fiscal projections for 2023—28 are
based on the IMF staff’s forecast framework and
are also informed by the authorities’ draft budget
plan and Bureau for Economic Policy Analysis
projections.

New Zealand: Fiscal projections are based on the
FY2022/23 budget (May 2022) and the IMF staffs
estimates.

Nigeria: Fiscal projections assume unchanged policies
and differ from the authorities’ active policy
scenario.

Norway: The fiscal projections are based on the 2023
budget and subsequent ad-hoc updates.

Philippines: Revenue projections reflect the IMF staff’s
macroeconomic assumptions and incorporate the
updated data. Expenditure projections are based on
budgeted figures, institutional arrangements, and
current data in each year.

Poland: Data is on ESA-95 2004 and prior. Data
is on ESA-2010 beginning 2005 (accrual) basis.
Projections begin in 2022, based on the 2022 and
2023 budgets and subsequently announced fiscal
measures.

Portugal: The projections for the current year are
based on the authorities’ approved budget, adjusted
to reflect the IMF staff's macroeconomic forecast.
Projections thereafter are based on the assumption
of unchanged policies. Projections for 2023 reflect
information available in the 2023 budget proposal.

Romania: Fiscal projections reflect legislated
changes up to the end of 2022. Medium-term
projections include a gradual implementation of
recovery measures from the temporary recovery
instrument NGEU.

Russian Federation: The fiscal rule was suspended last
year by the government in response to the sanctions
imposed after the invasion of Ukraine, allowing for
windfall oil and gas revenues above benchmark to



be used to finance a larger deficit in 2022. Savings
accumulated in the National Welfare Fund can also
now be used in this way. A new fiscal rule will become
fully effective in 2025. The new rule allows for higher
oil and gas revenues to be spent, but it simultaneously
targets a smaller primary structural deficit.

Saudi Arabia: The IMF staff’s baseline fiscal projections
are primarily based on its understanding of
government policies as outlined in the 2022 and
2023 budget statement. Export oil revenues are

based on World Economic Outlook baseline oil price
assumptions and the IMF staff’s understanding of
current oil policy under the OPEC+ (Organization of
the Petroleum Exporting Countries, including Russia
and other non-OPEC oil exporters) agreement.
Singapore: FY2020 figures are based on budget
execution. FY2021 projections are based on revised
figures based on budget execution through the end
of 2021. FY2022 projections are based on the initial
budget of February 18, 2022. The IMF staff assumes
gradual withdrawal of remaining pandemic-related
measures and the implementation of various revenue
measures announced in the FY2022 budget for the
remainder of the projection period. These include
(1) an increase in the Goods and Services Tax from
7 percent to 8 percent on January 1, 2023, and to

9 percent on January 1, 2024; (2) an increase in
property taxes in 2023 for non-owner-occupied
properties (from 10-20 percent to 12-36 percent)
and for owner-occupied properties with an annual
value in excess of $30,000 (from 4—16 percent to
6-32 percent); and (3) an increase of the carbon tax
from S$5 per tonne to S$25 per tonne in 2024 and
2025 and S$45 per tonne in 2026 and 2027.

Slovak Republic: The fiscal projection is based on the
2022 Stability Program and takes into consideration
of available data for 2022.

Spain: Fiscal projections for 2022 include COVID-
19- and energy-related support measures, a legislated
increase in pensions, and legislated revenue
measures. Fiscal projections from 2023 onward
assume energy support measures amounting to 1
percent of GDP in 2023. Projections for 2021-25
reflect disbursements under the EU Recovery and
Resilience Facility.

Sri Lanka: Fiscal projections are based on IMF staff
judgment.

Sweden: Fiscal estimates for 2022 and 2023 are based

on the authorities’ budget bill and have been
updated with the authorities” latest interim forecast.
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The impact of cyclical developments on the fiscal
accounts is calculated using the 2014 Organisation
for Economic Co-operation and Development
elasticity to take into account output and
employment gaps.

Switzerland: The projections assume that fiscal policy is
adjusted as necessary to keep fiscal balances in line
with the requirements of Switzerland’s fiscal rules.

Tiirkiye: The basis for the projections is the IMF-
defined fiscal balance, which excludes some revenue
and expenditure items that are included in the
authorities” headline balance.

Ukraine: Projections for 202428 are omitted due to
an unusually high degree of uncertainty.

United Kingdom: Fiscal projections are based on the
latest GDP data published by the Office for National
Statistics on January 21, 2023, and forecasts by
the Office for Budget Responsibility from March
15, 2023. Revenue projections are adjusted for
differences between the IMF staff’s forecasts for
macroeconomic variables (such as GDP growth
and inflation) and the forecasts for these variables
assumed in the authorities’ fiscal projections.

IMEF baseline projections take Office for Budget
Responsibility forecasts only as a reference and do
not necessarily assume that the new fiscal rules
announced on November 17, 2022, will be met

at the end of the forecast period. The IMF staff’s
data exclude public sector banks and the effect of
transferring assets from the Royal Mail Pension Plan
to the public sector in April 2012. Real government
consumption and investment are part of the real
GDP path, which, according to the IMF staff, may
or may not be the same as projected by the Office
for Budget Responsibility. Data are presented on a
calendar year basis.

United States: Fiscal projections are based on the
February 2023 Congressional Budget Office
baseline, adjusted for the IMF staff’s policy
and macroeconomic assumptions. Projections
incorporate the effects of the Bipartisan
Infrastructure Law and Inflation Reduction Act.
Fiscal projections are adjusted to reflect the IMF
staff’s forecasts for key macroeconomic and financial
variables and different accounting treatment of
financial sector support and of defined-benefit
pension plans and are converted to a general
government basis.

Uruguay: Historical fiscal and monetary data are from
the Uruguayan authorities. Projections are based on
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the authorities’ policies and projections, adjusted to
reflect IMF staff macroeconomic assumptions and
assessment of policy plans.

Venezuela: Projections for 2023—28 are omitted due to
an unusual high degree of uncertainty.

Vietnam: Projections starting 2022 use authorities’
2022 budget numbers and IMF staff own
projections.

Yemen: Hydrocarbon revenue projection are based
on World Economic Outlook assumptions for
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hydrocarbon prices and authorities’ projections
for oil and gas production. Non-hydrocarbon
revenues largely reflect authorities projection and the
evolution of other key indicators. Over the medium
term, we assume conflict resolution, a recovery
in economic activity, and additional expenditures
associated with reconstruction costs.

Zambia: General government net and gross debt
projections for 2023-28 is omitted due to ongoing
debt restructuring.



Definition and Coverage of Fiscal Data
Table A. Economy Groupings

The following groupings of economies are used in the Fiscal Monitor. Data for all the economies can be found

here: https://www.imf.org/external/datamapper/datasets/ FM

Advanced
Economies

Andorra

Australia

Austria

Belgium

Canada

Croatia

Cyprus

Czech Republic

Denmark

Estonia

Finland

France

Germany

Greece

Hong Kong SAR

Iceland

Ireland

Israel

Italy

Japan

Korea

Latvia

Lithuania

Luxembourg

Macao SAR

Malta

Netherlands, The

New Zealand

Norway

Portugal

Puerto Rico

San Marino

Singapore

Slovak Republic

Slovenia

Spain

Sweden

Switzerland

Taiwan Province
of China

United Kingdom

United States

Emerging Market
Economies

Albania
Algeria
Angola
Antigua and
Barbuda
Argentina
Armenia
Aruba
Azerbaijan
Bahrain
Barbados
Belarus
Belize
Bolivia
Bosnia and
Herzegovina
Botswana
Brazil
Brunei Darussalam
Bulgaria
Cabo Verde
Chile
China
Colombia
Costa Rica
Dominica
Dominican
Republic
Ecuador
Egypt
El Salvador
Equatorial Guinea
Eswatini
Fiji
Gabon
Georgia
Grenada
Guatemala
Guyana
Hungary
India
Indonesia
Iran
Iraq
Jamaica
Jordan
Kazakhstan
Kosovo
Kuwait
Lebanon
Libya
Malaysia
Maldives

Iﬁuw-llnct_)me G7
evelopin .
00untri';.s ’ Countries
Afghanistan Canada
Bangladesh France
Benin Germany
Bhutan [taly
Burkina Faso Japan
Burundi United
Cambodia Kingdom
Cameroon United States
Central African

Republic
Chad
Comoros

Congo, Democratic
Republic of the

Congo, Republic of

Cote d’lvoire

Djibouti

Eritrea

Ethiopia

Gambia, The

Ghana

Guinea

Guinea-Bissau

Haiti

Honduras

Kenya

Kiribati

Kyrgyz Republic

Lao P.D.R.

Lesotho

Liberia

Madagascar

Malawi

Mali

Mauritania

Moldova

Mozambique

Myanmar

Nepal

Nicaragua

Niger

Nigeria

Papua New Guinea

Rwanda

Sao Tomé and
Principe

Senegal

Sierra Leone

Solomon Islands

South Sudan

Somalia

Sudan

Tajikistan

Tanzania

o e
Countries Countries
Argentina Australia
Australia Canada
Brazil France
Canada Germany
China Italy
France Japan
Germany Korea
India United
Indonesia Kingdom
Italy United States
Japan
Korea
Mexico
Russia
Saudi Arabia
South Africa
Tiirkiye
United

Kingdom

United States

Emerging
G20
Countries
Argentina
Brazil

China

India
Indonesia
Mexico
Russia
Saudi Arabia
South Africa
Tiirkiye
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Table A. Economy Groupings (continued)

Advanced
Economies

Emerging Market
Economies

Marshall Islands
Mauritius
Mexico
Micronesia
Mongolia
Montenegro
Morocco
Namibia
Nauru

North Macedonia
Oman
Pakistan
Palau
Panama
Paraguay
Peru
Philippines
Poland
Qatar
Romania
Russia
Samoa
Saudi Arabia
Serbia
Seychelles
South Africa
Sri Lanka

St. Kitts and Nevis

St. Lucia

St. Vincent and the

Grenadines
Suriname
Thailand
Bahamas, The
Tonga
Trinidad and

Tobago
Tunisia
Tiirkiye
Turkmenistan
Tuvalu
Ukraine
United Arab

Emirates
Uruguay
Vanuatu
Venezuela
West Bank and

Gaza

Low-Income
Developing
Countries
Timor-Leste
Togo
Uganda
Uzbekistan
Vietnam
Yemen
Zambia
Zimbabwe

G7
Countries

G20'
Countries

Advanced
G201
Countries

Emerging
G20
Countries

Note: G7 = Group of Seven; G20 = Group of Twenty.
Does not include European Union aggregate.
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Table A. Economy Groupings (continued)

METHODOLOGICAL AND STATISTICAL APPENDIX

Euro Area

Austria
Belgium
Croatia
Cyprus
Estonia
Finland
France
Germany
Greece
Ireland

Italy

Latvia
Lithuania
Luxembourg
Malta
Netherlands
Portugal
Slovak Republic
Slovenia
Spain

Emerging Market
and Middle-Income
Asia

Brunei Darussalam
China

Fiji

India

Indonesia
Malaysia
Maldives
Marshall Islands
Micronesia
Mongolia

Nauru

Palau
Philippines
Samoa

Sri Lanka
Thailand

Tonga

Tuvalu

Vanuatu

Emerging Market
and Middle-Income
Europe

Albania
Azerbaijan
Belarus
Bosnia and
Herzegovina
Bulgaria
Hungary
Kazakhstan
Kosovo
Montenegro
North Macedonia
Poland
Romania
Russia
Serbia
Tiirkiye
Ukraine

Emerging Market
and Middle-Income
Latin America

Antigua and
Barbuda

Argentina

Aruba

Bahamas, The

Barbados

Belize

Bolivia

Brazil

Chile

Colombia

Costa Rica

Dominica

Dominican Republic

Ecuador

El Salvador

Grenada

Guatemala

Guyana

Jamaica

Mexico

Panama

Paraguay

Peru

St. Kitts and Nevis

St. Lucia

St. Vincent and the
Grenadines

Suriname

Trinidad and Tobago

Uruguay

Venezuela

Emerging Market

and Middle-Income

Middle East, North

Africa, and Pakistan

Algeria

Bahrain

Egypt

Iran

Iraq

Jordan

Kuwait

Lebanon

Libya

Morocco

Oman

Pakistan

Qatar

Saudi Arabia

Tunisia

United Arab
Emirates

Emerging Market
and Middle-Income
Africa

Angola
South Africa
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FISCAL MONITOR: ON THE PATH TO POLICY NORMALIZATION

Table A. Economy Groupings (continued)

Low-Income
Low-Income . .
Developing Asia Devel.oplng i)
America
Bangladesh Haiti
Bhutan Honduras
Cambodia Nicaragua
Kiribati
Lao P.D.R.
Myanmar
Nepal
Papua New
Guinea
Solomon Islands
Timor-Leste
Vietnam

Low-Income
Developing
Sub-Saharan Africa
Benin
Burkina Faso
Burundi
Cameroon
Central African
Republic
Chad
Comoros
Congo, Dem. Rep.
of the
Congo, Rep. of
Cote d’Ivoire
Eritrea
Ethiopia
Gambia, The
Ghana
Guinea
Guinea-Bissau
Kenya
Lesotho
Liberia
Madagascar
Malawi
Mali
Mozambique
Niger
Nigeria
Rwanda
Sao Tomé and
Principe
Senegal
Sierra Leone
South Sudan
Tanzania
Togo
Uganda
Zambia
Zimbabwe

Low-Income
Developing Others

Afghanistan
Djibouti

Kyrgyz Republic
Mauritania
Moldova
Somalia

Sudan
Tajikistan
Uzbekistan
Yemen

Low-Income Oil
Producers

Chad

Congo, Rep of.
Nigeria
Timor-Leste
Yemen

0il
Producers

Algeria

Angola

Azerbaijan

Bahrain

Brunei Darussalam
Chad

Canada

Congo, Republic of
Ecuador

Equatorial Guinea
Gabon

Iran

Iraq

Kazakhstan

Kuwait

Libya

Nigeria

Norway

Oman

Qatar

Russian Federation
Saudi Arabia
Timor-Leste
Trinidad and Tobago
Turkmenistan
United Arab Emirates
Venezuela

Yemen
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METHODOLOGICAL AND STATISTICAL APPENDIX

*s3014d J9yIew Jiay) 1o saixoud a|qejieAe A|jeiauah 1saq 8u) aq 0] paIapisuod ale yojym ‘saoud
[BUILIOU T2 PAN[eA aJe SJUaWNASUI 1Gap Jaujo |[B PUE ‘UOIBN[BA 1y ew 0] JuajeAinba ale jey) sajdiourid o) Buipioge pan|eA ale SaLaLdS aajueiend pazipiepuels pue ‘uoisuad ‘aoueinsul saalid 1ayiew 8 pan|eA ale Jey) SaiNgas 1Gap 0} S1ajal JayIew Juainyg,

*3|(e|IeAR JOU 818 S3NJA J9%IBW PUE [BUILIOU SS3|UN ‘PapUsLLLI0ds] J0U SI PUB Sjuswnisul |je $S0Joe yaeoldde Jualsisuodul Ue uj 3nsal Ued uonisod 1qap $soJ6 8y} Burinseaw uj anjeA [euiwou 10} Axoid e Se anjeA 99e} Jo 8sn ay] “Ainjew (310jaq J0) Je predal

aq 0} [ecioulid J0 JUNOLLE PAIUN0ISIPUN AL 0} SIajel %8, “10}Ipaid 8} 0} SAMO J0Jgap AU} Jeu} JUNOLLE AL S| ALY Ui UBLLIOLL AUE Je JUaLLINJSUI 1Gap B JO AN[EA [eUILLIOU B ‘S| JeL) ‘San[eA [eUILLIOU I8} Je PAN[EA aIE Jeu} SaiLINges 1qap 0} Siajal ,[RUILION,, z
“Buipus| 18U pue aInypuadxa [el0} SNUIW S)URID pue aNUsAa)
[BJO} 0} SI8Ja1 OUE[E] |[BIBAD 8U) J9ASMOY ‘SBSBD BLIOS U] “JUsLUUIBAD [BIBual 8y} jo Buimoliog pue Bulpus] Jau 0} SIaja) 89UB[eq [edsl) |[BIBA0 JO JdB0U0D 8U] #/0Z [ENUB SISHEIS 8IUBUI JUBLILIBA0E) SAIN| 8U} MOJ|0} BIEP [BISI} ‘SBIWOU0I] AuBW U]

‘Buljunodge ysea
PUB [BNJOJ. JO UOIeUIqWIOd = PaxI[\ {YSed = 9 ‘[enidde =y :90139eld Buijunoady "sjusliuaAob [e1io}iis) = 9] ‘Spunj A}1IN98s [Bl90S = GS ‘SIUBWUIBACD 8JelS = DG SjuaWuIsA0l [e20] = 57 ‘uswulaAob [e1ausb = 9o uswulaAob [e1usd = 57 :a0eIBA07) :Bj0N

[EUILUON 91’98’99 99 v 91’98’99 99 v 971'9$99 99 Salels pajun
[EUIUON 971’99 99 Y 971’99 99 v 9190 99 wopBury payun
[EUIION $5'97'95'90 99 v $5'97'95'90 99 v $S'91'95'99 99 puepaZIMS
[EUIUON $S'9190 99 Y $S'9190 99 v $S'9190 99 uapams
[EUIUION $S'91'95'90 99 Y $5'91'95'90 99 v $S'91'95'90 99 uredg
8984 $$'91'90 99 v $$'9190 99 v $S'9190 99 BIUBAOIS
8984 $S'9190 99 v $S'9190 99 v $S'9190 99 aljgnday yerols
[EUIUON 99 99 J 99 99 J 99 99 alodebuis
[EUIUON $S'9190 99 v $S'9190 99 v $S'9190 99 [e6n1i0d
JaMIeW juaiing $$'9190 99 Y $$'9190 99 v $$'9190 99 femioN
JaMIewW Juaning 9199 99 v 9199 99 v 9190 99 PUE[edZ MaN
[EUIWION $$'9190 99 v $$'91'90 99 v $$'9190 99 SPueLIayIaN syl
[EUIWION SS90 99 Y SS90 99 v $S'90 99 BYEN
9084 $$'9190 99 v $$'9190 99 v $$'9190 99 Banoquisxny
[EUIION $S'91'99 99 v $S'91'99 99 v $S'H1'9I 99 eluenyi
[EUIWION $$'9190 99 J $$'9190 99 J $$'91'90 99 BINET
[EUIUON SS90 99 J SS90 99 J $S'99 90 310}
IEW Jusiing $S'91'99 99 v $S'91'99 99 v $S'H1'9I 99 ueder
8984 $S'91'99 99 v $S'91'99 99 v $S'H1'9I 99 Ay
[RUILION $$'971'99 99 paxI $$'971'99 99 paxiN $5'9190 99 [oeus|
[RUILION $S'971'9) 99 v $S'971'99 99 v $S'971'99 99 pueja]
8984 $S'91'99 99 v $S'971'99 99 v $S'H1'9I 99 Puejd|
8984 90 99 J 90 99 J 99 99 4y Buoy Buoy
[EUIUION $S'91'99 99 v $S'91'99 99 v $S'H1'9I 99 899919
8084 $S'91'9S'90 99 v $S'91'9S'90 99 v $S'91'9S'90 99 fuewusy
8084 $S'971'99 99 v $S'971'99 99 v $S'91'99 99 souel4
80¢4 $S'91'99 99 v $S'91'99 99 v $S'91'99 99 puejuly
[EUIUON $S'971'99 99 o o 3 $S'91'99 99 eluos3
8084 $S'91'99 99 v $S'971'99 99 v $S'91'99 99 Hewusq
[EUIUON $S'97190 99 v $S'97199 99 v $S'9190 99 oljgnday Y28z
8084 $S'97199 99 v $S'91'99 99 v $S'91'99 99 snidA
8084 $S'91'9599 99 v $S'91'9599 99 v $5'971'95'90 99 EpEUED
9084 $S'91'9599 99 v $S'91'9599 99 v $591'95'90 99 wniblog
8084 $S'91'95'99 99 v $S'91'9599 99 v $5'971'95'90 99 elisny
JoxJew JuaLing 91'97'95'99 99 v 91'97'95'99 99 v 91'97'9899 99 eljelsny
2090 J0 $1009sQnS a)eba.60y 90110814 $10109sQnS 9jehabby 90110814 $10199sqnS a)eba1b0y
uolen(en afeJan0 Bununoody abe1an09 Bununoaoy abe1an0
1g8Q $S04H aoueeg paisnipy Ajjealakn ,99ue[eq [easld |[e1anQ

eleq Jojiuoyy [easi{ Jo afieianos pue uonuya( :SaIWOU0IJ pasueApy g a|qel

6/

International Monetary Fund | April 2023



ON THE PATH TO POLICY NORMALIZATION

FISCAL MONITOR
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Table A1. Advanced Economies: General Government Overall Balance, 2014-28

(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average -31 -26 -27 24 24 30 102 -75 43 -44 42 41 -39 -38 -39
Euro Area 25 -19 -15 -09 -04 06 -71 54 -38 -37 28 23 21 20 -19
G7 -36 -30 -33 -33 -33 -38 -116 -91 -54 -56 53 52 50 -48 50
G20 Advanced -34 29 -31 30 30 -36 -112 -87 51 53 51 49 47 -46 47
Andorra 2.1 20 44 33 27 23 =30 -23 12 14 25 27 30 33 35
Australia 29 28 -24 -17 13 44 -87 63 -33 31 28 25 22 21 19
Austria 27 10 -15 -08 02 06 -80 59 33 27 15 -1 -1 12 -2
Belgium -31 24 24 07 -09 -19 90 -56 43 52 55 55 56 57 57
Canada 02 -01 -05 -0.1 04 00 -109 -44 -07 -04 -04 -03 -02 -0 0.0
Croatia -52 35 -10 06 -0 02 -73 26 09 -23 -7 13 11 A1 -1
Cyprus' -02 02 02 20 -36 13 58 17 23 19 17 15 13 10 10
Czech Republic -21 06 07 15 09 03 58 51 -36 -42 28 25 -25 25 25
Denmark 11 13 01 18 08 41 02 36 25 14 05 00 -01 01 -02
Estonia 07 01 -04 -07 -06 01 -55 -23 12 -48 -35 28 -21 16 -14
Finland -30 24 17 07 089 -09 55 27 19 -25 24 30 29 27 27
France -39 -36 -36 -30 -23 -31 90 65 49 -53 48 45 41 -39 40
Germany 06 10 12 13 19 15 43 -37 26 -37 19 09 -07 -05 -05
Greece 42 30 03 09 08 02 -107 -80 40 24 13 -1 -09 08 07
Hong Kong SAR 36 06 44 55 23 06 -92 00 -71 -39 10 02 06 06 06
Iceland 03 -04 125 10 09 -15 -90 -84 43 -28 -18 0.1 06 08 03
Ireland? -36 20 -08 -03 o0df 05 50 17 12 13 12 10 14 11 1.1
Isragl 23 -2 -7 -2 -36 -39 -108 -37 01 12 -4 25 28 28 -27
Italy -30 -26 -24 24 22 -15 97 -90 -80 -37 -33 -23 -18 -13 -07
Japan -56 -37 -36 -31 -25 30 -91 62 78 64 40 29 31 -34 37
Korea 06 05 16 22 26 04 22 00 -09 00 -02 01 -01 01 -O0f
Latvia -7 15 -04 -08 -07 -04 37 54 36 -47 20 31 -13 05 -04
Lithuania -07 -02 03 05 06 03 -72 -0 -08 -45 28 20 -15 11 -10
Luxembourg 13 13 19 14 30 22 34 08 02 -30 -18 -10 -05 -05 -05
Malta -7 -0 11 33 21 06 -93 -75 53 -48 37 26 21 22 21
The Netherlands -23 19 o1 14 15 18 -37 26 -10 -19 -15 -5 -5 17 -18
New Zealand -03 04 10 14 13 25 44 34 42 -38 -31 -5 00 03 00
Norway 86 60 40 50 78 65 26 94 224 253 237 217 203 189 175
Portugal -73 44 19 30 -03 01 -58 28 19 -2 12 A1 -1 10 -09
Singapore 46 29 33 52 37 38 68 12 04 31 2.1 24 27 28 29
Slovak Republic 31 27 -26 -0 -10 -12 -54 55 -35 51 -41 -44 40 -39 -38
Slovenia -55 28 -19 -01 07 06 -77 47 33 40 25 21 15 14 14
Spain' -61 53 -43 31 26 -31 101 -69 45 -45 35 38 40 -40 40
Sweden -5 00 10 14 08 06 -28 01 07 00 -03 00 03 03 03
Switzerland -02 05 02 11 13 13 =30 -05 02 04 02 o0f 0.1 0.1 0.1
United Kingdom -55 45 -33 24 22 22 130 -83 63 58 44 42 -39 -39 -37
United States? 40 35 -44 -48 53 57 -140 -116 55 63 68 71 69 66 638

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table B.
1Data include financial sector support. For Cyprus, 2014 and 2015 balances exclude financial sector support.

2For cross-economy comparison, the expenditures and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed
compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in economies that have not
yet adopted the 2008 SNA. Data for the United States in this table may therefore differ from data published by the US Bureau of Economic Analysis.
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Table A2. Advanced Economies: General Government Primary Balance, 2014-28

(Percent of GDP)
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average -15 -1 =il -1.0 -0.9 =115 -9.0 -6.2 -2.8 -2.8 2.4 2.3 -2.1 -1.9 -1.9

Euro Area -0.2 0.1 0.4 0.8 1.2 0.8 -5.7 4.0 -2.3 2.1 -1.2 -0.6 -0.3 -0.1 0.0

G7 -1.8 -1.3 -1.6 -1.6 -1.6 -21  -101 -7.4 -3.5 -3.6 -3.2 -3.0 -2.7 =245 -2.5

G20 Advanced -1.7 -1.3 -1.5 -14 -1.4 -2.0 -9.7 -7.0 -3.4 -34 -3.0 2.8 2.6 —2.3 —2.3
Andorra
Australia -2.1 -1.9 -1.5 -0.8 -0.4 -3.6 -7.8 -53 -2.3 -1.8 -1.3 -1.0 -0.6 -0.4 -0.1
Austria -0.7 0.9 0.1 0.6 1.4 1.6 =71 -5.2 2.7 -1.8 -0.5 0.1 0.1 0.0 0.0
Belgium -0.2 0.2 0.0 1.4 1.0 -0.2 —7.3 -4 -3.0 —3.7 =35 —3.3 —3:2 =-3.1 -3.0
Canada 0.5 0.6 0.1 0.1 0.4 01 -105 -5.0 -1.3 -0.6 -0.5 -0.5 -0.4 -0.4 -04
Croatia -2.3 -0.4 1.8 3.0 2.0 2.2 -5.6 -1.2 0.5 -0.5 0.3 0.5 0.5 0.4 0.3
Cyprus’ 2.8 31 2.7 43 -1.3 3.4 -3.8 0.0 3.7 3.2 3.0 2.8 2.6 2.3 2.2
Czech Republic -1.0 0.3 1.5 2.1 15 0.8 -5.2 -4.5 -2.9 —3.3 -1.7 -14 -14 —1.3 -1.3
Denmark 1.6 -0.6 0.4 1.7 0.4 3.9 -0.1 3.2 21 11 0.3 -0.1 -0.1 -0.2 -0.3
Estonia 0.7 0.1 -0.5 -0.8 -0.6 0.1 -5.5 -2.3 =11 -4.5 -3.2 -2.4 -1.6 -1.2 -1.0
Finland -2.8 -2.3 -1.4 -04 -0.7 -0.8 -5.4 -2.8 -2.0 -21 -1.8 -2.4 -2.5 -2.5 -2.6
France -1.8 -1.8 -1.9 -1.3 -0.7 -1.7 7.8 -5.2 -3.0 -3.7 -3.0 —2:5 -2.0 —1.5 -1.4
Germany 1.8 2.0 2.1 2.2 2.7 2.1 -3.9 -3.3 -2.1 -2.9 -1.0 0.1 0.3 0.5 0.5
Greece -0.2 0.6 35 41 4.2 3.2 =7.7 -5.5 -15 0.4 14 1.6 1.8 2.0 2.0
Hong Kong SAR 3.6 0.6 3.6 4.7 1.0 -22 -1141 2.7 -10.2 -5.8 24 -1.3 -0.6 -0.5 -0.5
Iceland 3.8 3.2 15.5 3.9 3.1 0.5 -6.8 -6.3 -1.9 0.9 1.3 2.3 2.9 2.9 2.4
Ireland’ -0.3 0.3 1.5 1.7 1.7 1.7 -4.0 -0.9 1.9 2.0 1.9 1.6 1.7 1.7 14
Israel -0.2 0.6 0.2 0.7 -1.4 -2.0 -9.0 -1.0 2.5 0.9 0.7 -0.6 -0.9 -0.9 -0.9
Italy 1.4 14 1.3 1.2 1.3 1.7 -6.4 -5.6 -3.8 0.4 0.8 1.8 2.2 2.7 3.2
Japan -4.5 2.6 -2.5 -2.2 -1.7 2.4 -8.4 -5.6 =7.5 -6.2 -3.8 2.7 =2 =3.1 -3.2
Korea 0.2 0.2 1.4 1.8 21 -0.1 -2.7 -0.4 -1.2 -0.2 -0.3 -0.2 -0.1 -0.1 0.0
Latvia -0.2 0.3 0.8 0.3 0.2 0.5 2.8 4.7 =31 4.2 -1.3 -2.1 -0.5 0.2 0.3
Lithuania 1.0 1.3 1.6 1.6 15 1.1 -6.6 -0.7 -0.9 -4.2 -2.4 -1.3 -0.8 -0.4 -0.3
Luxembourg 1.1 1.1 1.6 1.1 2.8 2.0 =3.7 0.5 -0.5 -3.2 -2.2 -1.5 =11 -1.2 -1.3
Malta 0.9 1.2 3.2 5.1 3.6 1.9 -8.0 -6.4 -4.2 -3.7 -2.4 -1.4 -0.9 -0.9 -0.9
The Netherlands -0.9 -0.7 1.2 2.3 24 25 -3.0 -2.1 -0.8 2.1 -1.7 -1.5 -1.2 —1.3 -1.3
New Zealand 0.3 1.0 1.6 2.0 1.9 -1.9 =3.7 2.7 -3.3 —2.6 -1.3 0.3 1.7 2.0 1.7
Norway 6.3 3.4 1.5 2.6 5.7 45 -4.6 8.2 20.7 23.6 22.0 20.0 18.6 17.2 15.9
Portugal -3.0 -0.1 1.9 0.7 2.9 2.9 =31 -0.5 0.0 1.1 0.9 0.9 1.0 1.2 1.3
Singapore
Slovak Republic -14 -1.2 -1.2 0.2 0.1 -0.2 -4.4 -4.6 -2.8 -4 -2.9 =31 -2.7 -2.7 -2.6
Slovenia 2.7 0.0 0.7 2.1 2.5 21 -6.3 -3.5 -2.3 -3.2 -1.6 -1.3 -0.5 -0.4 -0.3
Spain’ =31 2.7 -1.9 -0.9 -0.4 -1.0 -8.1 -4.9 -2.5 -2.4 -1.3 -14 -15 -1.5 -15
Sweden -14 0.2 1.1 1.5 0.9 0.7 -2.7 0.0 1.1 0.4 0.0 0.4 0.6 0.6 0.6
Switzerland 0.0 0.8 0.4 1.3 14 14 -3.0 -0.4 0.3 0.5 0.3 0.2 0.1 0.1 0.1
United Kingdom =-3.7 -3.1 -1.8 -0.6 -0.5 -09 -120 -6.0 2.7 -3.3 =25 2.2 -2.0 -2.0 -1.9
United States? -2.1 -1.7 -2.4 -2.8 =31 -35 -119 -93 -34 -3.8 -4 -4.3 -39 -3.6 -3.6

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: “Primary balance” is defined as the overall balance, excluding net interest payments. For country-specific details, see “Data and Conventions” in text and Table B.
" Data include financial sector support. For Cyprus, 2014 and 2015 balances exclude financial sector support.

2For cross-economy comparison, the expenditures and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed
compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in economies that have not
yet adopted the 2008 SNA. Data for the United States in this table may therefore differ from data published by the US Bureau of Economic Analysis.
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Table A3. Advanced Economies: General Government Cyclically Adjusted Balance, 2014-28
(Percent of potential GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average -22 19 22 23 25 -3.2 -78 69 49 48 43 42 41 -40 41
Euro Area -09 -06 -05 -06 -04 -0.8 -44 42 -39 35 26 22 21 20 -20
G7 25 22 27 30 32 -39 -89 -82 57 56 5.1 -50 49 48 49
G20 Advanced 24 21 25 27 29 -3.7 -86 -78 54 54 49 48 46 45 47

Andorra

Australia® 27 25 22 -5 -1 -4.0 -79 6.1 -35 33 29 -25 -22 -21 -1.8

Austria 22 -05 -12 -09 -08 -0.6 -49 -48 37 -25 -0 -08 -09 -12 12

Belgium -26 -23 -23 08 12 -2.8 -64 54 48 53 56 55 56 57 57

Canada -0.2 00 -0.1 -0.3 0.1 -0.2 -92 -37 10 -05 -02 -03 -02 -01 0.0

Croatia -51 31 -1 0.6 0.1 -0.1 -56 -35 -21 -28 -19 -13 -1 -1.0 1.1

Cyprus 2.3 2.3 1.3 1.8 2.6 0.7 =37 141 1.3 1.3 1.2 11 1.0 0.8 0.7

Czech Republic -06 -04 0.7 0.8 0.1 -0.8 -55 54 38 37 -24 23 23 24 -25

Denmark 25 -05 -04 08 -04 3.2 2.0 3.2 0.8 1.0 0.4 00 -02 -02 -02

Estonia 1.2 0.8 0.1 -1.1 -1.1 -0.3 -49 -30 06 35 -30 -25 -19 -15 -14

Finland -0.6 01 -03 -09 .0 -1.3 -33 -21 -19 =22 22 27 27 26 -26

France -25 -21 20 -20 18 -3.1 -59 53 44 46 41 -40 -39 -39 41

Germany 0.8 1.2 1.1 0.8 15 1.3 -29 -31 28 32 -14 05 -06 -05 05

Greece 41 45 7.0 6.6 5.2 35 24 42 33 -28 -6 -14 -1 -09 -07

Hong Kong SAR 3.6 0.7 47 5.5 2.3 0.3 5.5 10 52 29 -02 0.7 0.9 0.7 0.6

Iceland 1.2 02 120 0.1 -1.0 -34 -59 69 48 -31 -19 -02 0.6 0.8 0.3

Ireland? -31 14 14 -08 -01 0.4 -44 21 0.9 1.2 1.2 1.0 11 1.1 1.1

Israel -25 -08 -16 13 -38 -4.2 95 -35 07 -18 -7 -27 29 -28 -27

Italy -07 -05 -09 -15 -5 -1.0 -6.1 -68 -81 -38 33 -28 -21 -16 -1.0

Japan -60 45 45 -37 30 -33 -8.1 -62 -78 -64 41 -29 -31 -34 37

Korea 0.7 0.7 1.8 2.3 26 0.5 -15 0.1 -0.9 02 -0.1 00 -01 -0.1 -0.1

Latvia -1 41 -03 12 15 -1.2 29 50 32 38 -16 -28 -12 05 04

Lithuania -04 0.1 0.6 0.5 0.5 0.1 -68 -18 -5 45 31 -2.1 -15  -11 -1.0

Luxembourg 1.4 1.5 1.1 1.0 3.0 2.1 -2.6 04 -04 -29 -6 -10 -05 -05 -05

Malta -13 -21 0.7 3.1 1.5 0.3 -57 -65 56 50 -38 -26 21 22 22

The Netherlands -06 07 0.9 1.4 0.9 1.1 -12 20 -21 -29 22 -21 -19 18 -18

New Zealand 0.4 0.7 1.0 1.1 0.9 -2.2 -43 44 53 45 31 -15 0.0 0.3 0.0

Norway? -56 66 -76 77 -1.0 -7.2 -87 -123 -129 -121 -102 -101 -100 -99 -99

Portugal -27 -4 02 23 -05 -0.7 27 -12 29 A7 13 -13 -1 -1.0 -09

Singapore 10 07 0.7 1.8 0.7 1.7 -79 -1 -1.3 07 -04 01 0.2 0.3 0.5

Slovak Republic -23 -33 31 -15 -16 -1.7 -39 49 32 47 39 -44 40 -39 -38

Slovenia -44 19 -18 0.0 0.6 0.2 -63 55 46 46 26 -22 15 14 -14

Spain? -12 21 25 24 22 -3.1 -48 41 42 42 34 38 40 40 40

Sweden? -09 -07 0.7 0.9 0.3 -0.2 -17 -03 0.1 0.4 0.3 0.2 0.3 0.3 0.3

Switzerland? -0.2 0.6 0.2 1.2 1.1 1.2 23 -04 0.1 0.4 0.2 0.1 0.1 0.1 0.1

United Kingdom? -29 -25 -16 13 -14 -16 -107 -77 -72 57 38 -38 -38 -39 -38

United States?? -27 25 36 43 51 -60 -107 -107 59 -66 67 69 67 65 67

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table B.

TData are based on the fiscal year-based potential GDP.

2Data for these economies include adjustments beyond the output cycle.

3For cross-economy comparison, the expenditures and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed
compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in economies that have not
yet adopted the 2008 SNA. Data for the United States in this table may therefore differ from data published by the US Bureau of Economic Analysis.
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Table A4. Advanced Economies: General Government Cyclically Adjusted Primary Balance, 2014-28
(Percent of potential GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average -05 -04 -07 -08 1.0 -18 —6.6 -55 34 32 26 24 22 21 -2.1
Euro Area 1.3 1.4 1.3 1.2 1.3 0.7 =31 29 -24 19 -09 -05 -03 -02 -01
G7 -0.7 -05 -10 -13 -5 -22 -74 -65 -38 37 -30 -28 26 -24 -25
G20 Advanced -0.7 05 -09 12 13 -21 7.2 -62 -37 35 -28 -26 25 23 -23

Andorra

Australia® -18 -16 -13 -07 02 -32 -7.1 -52 -24 20 -14 -10 06 -04 -01

Austria -0.2 1.4 0.4 0.5 0.4 0.4 -4.0 -40 -31 -16 -0.1 0.4 0.2 0.0 0.0

Belgium 0.2 0.2 0.1 1.3 06 -1.0 -4.8 -39 35 -38 36 -33 33 31 -3.0

Canada 0.1 0.6 05 -0.1 02 -01 -8.8 -44 -16 -07 04 05 -04 -04 -04

Croatia -2.1 0.0 1.8 3.1 22 1.9 -4.0 21 -06 1.0 0.1 0.4 0.5 0.4 0.3

Cyprus 43 43 3.1 35 4.3 23 -2.1 0.2 2.4 24 22 2.1 1.9 1.7 1.7

Czech Republic 0.4 0.5 1.5 15 07 -03 -4.9 -48 =31 27 -13 -4 -12 12 -3

Denmark 3.0 0.2 0.1 07 -07 29 1.7 2.8 0.3 0.7 02 -0.1 -02 -02 03

Estonia 1.2 0.8 00 141 -11 -04 -4.9 -30 06 -33 -26 21 -14 11 -1.0

Finland -0.5 0.3 -0.1 -06 08 -11 -3.2 -22 20 19 -6 -21 23 23 25

France -05 -03 -03 -04 02 -17 -4.7 -40 -26 30 -23 -21 -18 -15 14

Germany 2.0 2.2 2.0 1.7 2.3 1.9 2.5 26 -23 -25 -06 0.5 0.3 0.5 0.5

Greece 7.4 75 9.7 9.3 8.3 6.3 0.1 -19 06 0.3 1.5 1.8 22 2.6 27

Hong Kong SAR 3.6 0.7 3.9 47 09 -3 -7.3 -7 -82 48 -16 -08 03 -04 05

Iceland 4.6 3.7 14.9 32 13 -1.3 -3.8 -49 -24 0.6 1.2 23 29 2.9 24

Ireland? 0.2 1.0 0.8 1.2 1.4 1.6 -3.4 -1.3 1.7 1.9 1.9 1.6 1.7 1.7 1.4

Israel -0.4 0.9 0.3 07 17 -24 -7.7 -0.9 1.7 0.4 03 -08 -0 -10 -09

Italy 35 3.2 2.8 2.0 1.9 2.2 -3.1 -35 -39 0.3 0.9 1.4 1.9 24 3.0

Japan -49 -34 -34 27 22 -26 -75 -56 -74 62 -39 -28 -29 31 -32

Korea 0.3 0.4 15 2.0 2.2 0.0 -2.0 -03 -11 00 -02 -01 -0.1 -0.1 0.0

Latvia 04 0.6 09 01 -05 -03 -2.0 -43 27 33 -08 -19 04 0.2 0.3

Lithuania 1.2 1.6 1.9 1.6 1.4 0.9 6.2 -16 -16 42 26 -14 -09 -04 -03

Luxembourg 1.1 1.2 0.8 0.8 2.8 1.8 -2.8 01 07 34 20 -14 -4 -12  -13

Malta 1.3 0.2 29 49 3.0 1.6 -4.5 -54 -45 -39 -25 -14 09 -09 -09

The Netherlands 0.7 0.4 2.0 24 1.8 1.9 -0.5 -14 19 341 -23 20 16 -14 -3

New Zealand 1.0 1.3 1.6 1.8 15 -16 -3.6 -36 44 -3.2 -14 0.3 1.7 2.1 1.8

Norway? -82 -95 -104 -104 -94 95 -140 -108 -86 88 -87 -86 87 -87 -86

Portugal 1.4 29 3.9 1.3 27 22 -0.1 1.0 -09 0.7 0.8 0.8 1.0 1.2 1.3

Singapore

Slovak Republic -07 -18 -16 -03 -05 -06 -3.0 -40 -24 37 27 30 27 27 -26

Slovenia -1.6 0.8 0.8 2.1 24 1.7 -5.0 -43 37 38 -18 13 -05 -04 03

Spain? 1.6 04 -02 -02 00 -1.0 -2.9 22 22 21 -1.1 -14 15 15 -5

Sweden? -08 -05 0.8 1.0 04 -01 -1.6 -0.3 0.5 0.8 0.6 0.6 0.7 0.6 0.6

Switzerland? 0.0 0.8 0.4 1.3 1.2 1.3 -2.3 -0.2 0.2 0.5 0.3 0.2 0.1 0.1 0.1

United Kingdom? -12 -4 -0.1 0.5 02 -03 -9.7 -55 -37 33 -20 -18 -8 -20 19

United States?3 -08 -07 -16 23 29 37 -8.6 -83 -38 41 -40 441 -37 34 35

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: “Cyclically adjusted primary balance” is defined as the cyclically adjusted balance plus net interest payable/paid (interest expense minus interest revenue) following the
World Economic Outlook convention. For economy-specific details, see “Data and Conventions” in text and Table B.

1Data are based on the fiscal year—based potential GDP.
2The data for these economies include adjustments beyond the output cycle.

3For cross-economy comparison, expenditures and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed
compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in economies that have not
yet adopted the 2008 SNA. Data for the United States in this table may therefore differ from data published by the US Bureau of Economic Analysis.
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Table AS5. Advanced Economies: General Government Revenue, 2014-28

(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average 35 3.1 360 359 360 357 361 370 374 369 366 364 364 364 363
Euro Area 46.8 464 462 461 464 462 463 472 471 471 465 463 461 460  46.0
G7 35 363 360 358 358 356 361 369 374 368 364 362 363 363 362
G20 Advanced 37 356 354 352 353 351 356 364 370 363 360 359 359 360 358
Andorra 338 350 385 380 385 381 405 368 371 376 381 382 383 384 385
Australia 339 346 350 352 357 346 359 359 351 360 366 369 371 372 372
Austria 496 500 485 485 489 492 487 500 491 497 494 496 496 496 496
Belgium 525 513 508 51.3 514 499 499 499 493 508 512 514 513 513 515
Canada 385 400 403 403 410 406 418 415 408 407 406 406 407 408 409
Croatia 434 440 454 453 454 463 467 460 447 452 447 445 446 440 439
Cyprus 401 395 375 383 390 394 388 414 421 410 409 406 400 398 397
Czech Republic 405 M3 405 405 415 M3 415 414 412 420 408 402 402 402 403
Denmark 564 532 524 523 513 538 538 544 517 508 502 500 503 503 503
Estonia 385 397 390 385 387 395 394 390 390 384 389 390 393 393 395
Finland 543 541 539 530 525 524 516 530 522 521 517 515 513 513 514
France 533 532 530 535 534 523 525 525 536 527 519 516 515 515 515
Germany 449 451 455 455 463 465 461 475 471 470 469 470 471 474 474
Greece 465 482 502 494 493 480 490 495 515 479 457 452 447 436 430
Hong Kong SAR 208 186 226 229 207 204 207 237 209 211 228 236 237 237 237
Iceland 461 431 500 454 448 421 422 414 M8 420 416 418 416 410 405
Ireland 340 270 273 259 255 247 223 232 233 223 220 220 220 220 218
Israel 3.0 363 360 371 355 346 340 366 370 352 351 342 342 342 343
Italy 479 478 467 463 462 470 473 483 488 500 486 484 482 480 478
Japan 328 336 336 336 343 342 355 366 362 357 354 354 354 354 354
Korea 204 203 211 218 229 229 229 258 270 253 249 250 250 250 250
Latvia 31 359 37 357 373 372 374 374 356 368 379 364 366 365 363
Lithuania 334 342 336 329 337 340 347 363 358 354 352 350 349 350 349
Luxembourg 419 M7 M9 426 453 454 433 437 431 433 443 445 448 452 455
Malta 382 372 375 377 379 363 364 361 356 356 348 348 348 348 3438
The Netherlands 430 421 430 430 430 431 433 432 435 431 427 425 425 423 422
New Zealand 373 376 374 370 374 363 378 385 390 390 402 410 412 M2 404
Norway 538 542 544 542 555 567 542 569 609 657 649 638 636 634 632
Portugal 444 438 429 424 429 426 434 446 437 436 436 436 436 435 437
Singapore 172 173 186 189 176 178 175 174 159 172 171 176 180 182 182
Slovak Republic 402 429 400 385 387 393 394 409 407 427 391 384 384 380 380
Slovenia 453 459 442 440 442 438 434 446 431 427 422 421 422 420 422
Spain 392 387 382 382 392 392 418 437 434 442 435 427 M4 M4 M4
Sweden 481 484 498 496 496 487 483 483 475 469 478 480 480 481  48.1
Switzerland 3.9 330 327 336 330 333 341 347 338 333 330 328 328 328 328
United Kingdom 37 37 362 366 366 363 369 380 389 392 392 389 373 359 347
United States 314 317 312 306 302 302 308 314 330 319 316 33 317 319 320

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: For economy-specific details, see “Data and Conventions” in text and Table B.
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Table A6. Advanced Economies: General Government Expenditure, 2014-28

(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average 396 387 386 383 384 387 464 445 417 43 407 404 403 402 402
Euro Area 493 483 477 471 468 469 534 525 510 508 493 486 482 480 479
G7 401 393 393 391 392 394 478 460 428 423 417 M4 413 M1 M2
G20 Advanced 392 385 385 383 383 387 468 451 421 M6 411 408 407 405 405
Andorra 3.7 330 341 347 359 358 434 392 360 362 357 355 353 352 350
Australia 3.9 374 374 369 370 391 446 422 384 390 394 393 393 393 390
Austria 523 510 501 493 488 486 567 560 524 524 509 506 506 508  50.8
Belgium 556 537 531 520 523 519 589 555 537 560 567 569 569 570 57.2
Canada 384 400 408 405 407 406 527 459 415 411 410 409 409 409 409
Croatia 486 475 464 447 455 461 540 485 457 475 464 458 456 451 450
Cyprus 403 393 373 364 426 381 446 431 399 391 393 391 387 388 388
Czech Republic 426 419 398 390 406 M1 472 465 448 462 436 427 427 427 428
Denmark 552 545 525 505 505 497 535 508 492 494 498 500 504 505 505
Estonia 37.8 395 394 392 393 394 448 413 402 432 424 418 414 409 409
Finland 573 565 556 536 534 533 571 557 540 546 542 545 542 541 5441
France 572 568 567 565 556 554 615 591 585 581 567 560 556 554 555
Germany 443 441 444 442 443 450 504 513 497 507 488 479 478 476 476
Greece 507 512 499 485 485 477 597 574 555 503 470 462 455 444 437
Hong Kong SAR 173 180 183 174 184 210 299 237 281 250 238 234 231 231 231
Iceland 458 435 464 444 438 436 512 498 461 448 434 419 410 403 403
Ireland 376 291 281 262 253 243 273 248 221 210 208 209 209 209 207
Israel 383 375 377 383 391 385 447 402 369 364 365 368 370 370 370
Italy 509 503 491 488 484 485 570 573 568 537 519 508 500 492 485
Japan 384 373 372 367 367 373 446 428 440 421 394 383 385 388 391
Korea 198 197 195 196 204 226 251 258 279 254 251 251 251 251 251
Latvia 378 374 361 365 381 376 411 429 392 45 399 395 379 370 367
Lithuania 340 344 333 324 332 338 420 373 366 398 380 370 364 361 360
Luxembourg 406 404 400 413 423 431 467 429 433 463 461 455 454 456 460
Malta 399 382 364 345 358 357 457 436 409 404 386 374 369 370 369
The Netherlands 453 440 429 417 M5 413 470 458 446 450 442 440 440 440 440
New Zealand 377 373 365 356 361 388 421 419 432 428 433 425 412 409 404
Norway 452 482 504 492 477 502 567 476 385 404 411 421 433 445 457
Portugal 517 482 448 454 432 425 492 474 457 449 449 447 44T 445 446
Singapore 126 144 153 136 139 140 243 162 154 141 150 152 153 154 153
Slovak Republic 433 456 425 395 307 405 448 463 443 478 431 428 424 420 M9
Slovenia 50.8 487 462 441 435 432 512 493 463 466 446 442 436 435 436
Spain 453 440 425 413 418 423 519 506 478 487 470 465 454 454 454
Sweden 497 484 488 482 488 481 510 484 468 468 480 480 478 478 478
Switzerland 322 325 324 325 317 320 371 352 336 330 328 327 328 328 328
United Kingdom 412 403 395 390 387 385 499 463 451 450 436 431 412 398 384
United States' 3.4 352 356 354 356 360 448 430 385 382 384 384 385 386 388

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: For economy-specific details, see “Data and Conventions” in text and Table B.

"For cross-economy comparison, expenditures and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed
compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in economies that have
not yet adopted the 2008 SNA. Data for the United States in this table may therefore differ from data published by the US Bureau of Economic Analysis.
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Table A7. Advanced Economies: General Government Gross Debt, 2014-28

(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average! 1037 1033 1057 1034 1029 1040 1229 1174 1125 1124 1136 1150 1159 1167 117.8
Euro Area 928 909 9.1 876 86 835 966 949 909 898 890 879 869 862 854
G7 1174 1164 1195 1175 1172 1183 1404 1341 1284 1284 1303 1322 1335 1347 1362
G20 Advanced 1113 1109 1138 1117 1116 1130 1341 1281 1231 1235 1254 1272 1284 1295 1309
Andorra 420 409 398 378 363 354 463 485 388 374 356 343 331 319 309
Australia? 340 378 406 412 418 467 571 576 557 594 624 629 628 626 622
Austria 838 844 825 786 741 706 829 823 778 749 726 714 701 687 679
Belgium 1070 1052 1050 1020 999 976 1120 1092 1053 106.0 1083 1111 1140 1169 1195
Canada? 855 920 924 909 908 902 1189 1151 1066 1051 1022 992 962 936  91.1
Croatia 824 821 794 775 745 719 868 786 675 652 642 633 622 614 601
Cyprus 1088 1068 1026 926 981 904 1135 1011 865 796 719 678 626 594 560
Czech Republic 49 397 366 342 321 300 377 420 423 438 433 432 439 449 457
Denmark 443 398 372 359 340 337 422 366 297 304 303 303 307 311 315
Estonia 106 101 100 94 82 85 185 176 172 210 231 241 246 247 244
Finland 645 683 680 660 649 649 748 726 748 745 759 778 795 809 821
France 948 954 961 981 978 974 1147 1126 1111 1114 1124 1128 1133 1142 1150
Germany 753 719 690 646 613 589 680 686 665 672 665 644 623 609 596
Greece 1818 1791 1837 1832 1907 1855 2124 2007 1774 1660 1605 1558 1516 1475 1436
Hong Kong SAR? 0.1 0.1 0.1 0.1 0.1 03 10 19 43 61 7.1 78 88 98 106
Iceland 1153 973 85 717 632 666 778 756 687 647 615 574 529 489 442
Ireland 1043 767 743 676 630 570 584 554 452 399 361 332 307 277 252
Isragl 649 631 614 597 599 588 707 680 609 576 553 545 541 537 535
Italy 1354 1353 1348 1342 1344 1341 1549 1498 1447 1403 1400 1385 1369 1348 1319
Japan 2333 2283 2324 2313 2324 2364 2587 2554 2613 2582 2563 2576 2592 2615 264.0
Korea 397 408 412 401 400 421 487 513 543 553 559 566 572 578 582
Latvia 416 371 404 390 371 367 421 447 46 420 410 412 399 378 373
Lithuania 405 427 399 393 337 358 463 440 396 402 301 380 368 358 350
Luxembourg 219 211 196 218 209 224 245 245 243 274 292 297 297 295 293
Malta 621 562 547 478 437 403 529 551 558 569 571 566 561 559 555
The Netherlands 679 646 619 570 524 485 547 524 485 482 473 470 465 462 463
New Zealand 342 342 334 311 281 318 433 501 528 499 455 411 388 365 349
Norway 297 343 379 383 394 406 461 427 396 388 385 380 375 370 370
Portugal 1329 1312 1315 1261 1215 1166 1349 1254 1160 1124 1086 1052 1022 993 965
Singapore 977 1022 1065 107.8 109.4 127.8 1490 1477 1342 1345 1349 1354 1359 1364 13638
Slovak Republic 535 517 523 515 494 480 589 622 588 574 574 582 506 609 620
Slovenia 803 826 785 742 703 654 796 745 702 677 659 641 623 606  59.0
Spain 1051 1033 1027 1018 1004 982 1204 1184 1120 1105 1083 1079 1083 108.7 109.3
Sweden 449 437 423 407 392 352 395 363 317 323 329 325 319 310 300
Switzerland 421 422 409 418 398 396 433 415 391 375 361 350 338 328 317
United Kingdom 861 8.7 8.6 8.6 852 845 1056 1081 1026 1063 1097 1128 1127 1130 11341
United States? 1045 1051 1072 1062 1074 1087 1335 1264 1217 1222 1258 1291 131.8 1340 1362

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For economy-specific details, see “Data and Conventions” in text and Table B.

1The average does not include the debt incurred by the European Union, and used to finance the grants portion of the NextGenerationEU (NGEU) package. This totaled €58 billion
(0.4 percent of European Union GDP) as of December 31, 2021, and €158 billion (1 percent of European Union GDP) as of February 16, 2023. Debt incurred by the EU and used to
on-lend to member states is included within member state debt data and regional aggregates.

2For cross-economy comparison, gross debt levels reported by national statistical agencies for economies that have adopted the 2008 System of National Accounts (Australia, Canada,
Hong Kong SAR, United States) are adjusted to exclude unfunded pension liabilities of government employees’ defined-benefit pension plans.
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Table A8. Advanced Economies: General Government Net Debt, 2014-28

(Percent of GDP)
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Average! 749 749 765 741 739 747 868 846 816 825 843 857 867 876 837
Euro Area 76.3  75.1 746 724 706 690 790 778 748 745 743 737 732 728 724
G7 8.4 858 877 8.4 855 862 999 980 942 953 979 998 1011 1024 104.0
G20 Advanced 809 807 826  80.1 80.3 814 946 927 895 908 933 951 9.4 97.7  99.1
Andorra
Australia2 19.1 22.1 234 233 2441 279 345 333 324 359 382 391 394 395 394
Austria 59.1 583 569 559 507 480 593  60.1 577 564 547 542 534 527 524
Belgium? 934 920 912 83 8.4 848 975 945 919 932 960 992 1025 1057 108.6
Canada? 217 185 180 125 116 85 157 154 139 141 139 137 1341 125 120
Croatia 676 688 674 655 625 589 697 634 545 526 518  51.1 50.2 495 485
Cyprus 903 906 8.3 768  51.1 459 563 537 ... S e . . e .
Czech Republic 294  28.1 250 215 196  18.1 236 264 281 297 290 288 294 302 306
Denmark 18.1 162 175 158 134 123 147 100 6.5 5.0 44 43 42 4.2 43
Estonia -38 20 19 18 -18 -22 3.0 45 59 105 134 152 164 169 173
Finland* 172 184 212 218 245 270 333 343 341 345 357 376 394 410 424
France 855 863 892 894 892 889 1017 1006 990 994 1004 1008 101.3 1022 103.0
Germany 549 522 493 450 422 401 454 456 451 46.7 468 456 443 435 427
Greece
Hong Kong SAR?
Iceland® 88.2 781 67.7 603 507 544 611 60.4 571 53.8 512 477 436 393 359
Ireland® 858 657 654 588 542 488 498 451 365 320 288 264 242 216 194
Israel 623 606 59.0 571 576 575 676  65.1 584 552  53.1 524 521 519 517
Italy 1214 1222 1216 1213 1218 1217 1414 1373 133.0 1293 1294 1282 1269 1251 1226
Japan 1449 1445 1495 1481 1511 1517 1623 1569 1627 161.0 1593 159.2 1594 160.2 161.3
Korea 7.5 9.5 9.7 9.6 9.6 1.7 18.3 20.9 23.9 24.8 25.4 26.1 26.8 27.3 27.8
Latvia 303 314 312 305 288 282 325 342 328 340 335 341 332 315 313
Lithuania 325 354 329 329 277 303 409 392 35 365 357 348 338 329 323
Luxembourg -109 -122 -116 -113 -118 -141 -105 -109 -85 -38 -07 1.3 26 3.6 45
Malta 527 478 418 354 329 292 424 448 493 508 514 512 510 514 50.9
The Netherlands 55.1 533 515 466 429 398 448 429 397 395 388 385 381 379 379
New Zealand 7.9 7.3 6.6 5.6 47 69 104 1441 197 232 2441 252 257 235 222
Norway -741 851 -837 -786 -709 -742 -79.0 -853 -57.3 684 -814 939 -106.7 -118.8 -130.4
Portugal 1206 121.0 1194 1160 1134 1099 123.0 1181 1096 1062 1027 996  96.8 941 91.4
Singapore
Slovak Republic 495 473 469 458 434 4341 489 505 490 499 510 528 544 560 573
Slovenia 638 636 627 602 534 499 572 564 532 523 519 514 509 504  50.0
Spain 8.2 860  87.1 86.2 849 837 103.0 1023 974 966 952 953  96.1 9.9 979
Sweden 1.2 114 8.9 6.2 6.1 4.6 8.1 71 4.8 741 8.6 9.4 9.7 9.8 9.6
Switzerland 208 210 216 208 187 173 205 210 187 170 156 145 133 124 112
United Kingdom 779 782 776 762 754 746 945 967 919 951 982 101.0 1009 1012 101.2
United States? 81.1 809 818 804  81.1 83.1 983 983 942 955 998 1031 1057 108.0 1105

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For economy-specific details, see “Data and Conventions” in text, and Table B.

1The average does not include the debt incurred by the European Union, and used to finance the grants portion of the NextGenerationEU (NGEU) package. This totaled €58 billion

(0.4 percent of European Union GDP) as of December 31, 2021, and €158 billion (1 percent of European Union GDP) as of February 16, 2023. Debt incurred by the EU and used to

on-lend to member states is included within member state debt data and regional aggregates.

2For cross-economy comparison, net debt levels reported by national statistical agencies for economies that have adopted the 2008 System of National Accounts (Australia, Canada,
Hong Kong SAR, and the United States) are adjusted to exclude unfunded pension liabilities of government employees’ defined-benefit pension plans.

3Belgium’s net debt series has been revised to ensure consistency between liabilities and assets. “Net debt” is defined as gross debt (Maastricht definition) minus assets in the form of

currency and deposits, loans, and debt securities.

4Net debt figures were revised to include only categories of assets corresponding to the liabilities covered by the Maastricht definition of “gross debt.”
5“Net debt” for Iceland is defined as gross debt minus currency and deposits.

6“Net debt” for Ireland is defined as gross general debt minus debt instrument assets, namely, currency and deposits, debt securities, and loans. Net debt was previously defined as
general government debt less currency and deposits.
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Table A9. Emerging Market and Middle-Income Economies: General Government Overall Balance, 2014-28
(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average -24 42 45 -38 35 -46 -89 52 53 59 54 51 -49 48 47
Asia -1.7 =31 -37 37 42 58 97 65 -74 68 63 62 60 59 -59
Europe -15 27 28 -18 03 -06 55 -19 -28 58 40 -35 29 27 -24
Latin America -48 63 58 5.1 -50 -4.1 -88 45 -39 52 44 37 -32 30 -27
MENA -7 -79 -89 -51 -17 25 -85 -21 26 10 17 =20 -19 -9 -21
G20 Emerging -25 -43 -46 40 -441 -52 94 55 -62 -66 59 57 54 53 52

Algeria -8.0 -157 -134 -86 68 96 -119 -72 22 -719 -78 -80 -80 -81 -8.1

Angola -57 29 -45 -66 2.3 08 -19 3.8 16 -02 19 -25 -30 -33 -35

Argentina -43 60 67 -67 -54 44 86 43 -39 38 36 20 -17 13 -3

Belarus 0.1 -30 -17 -03 1.8 09 29 -7 -49 -18 -05 0.5 0.6 0.7 0.6

Brazil -60 -102 90 -78 -70 58 -133 43 -46 88 82 -66 55 49 -44

Bulgaria -37 -28 15 0.8 0.1 -0 -29 -28 -08 33 30 -30 23 22 -22

Chile -15 =21 -27 26 -5 =27 71 -7.5 13 -18 12 07 -03 0.0 0.2

China’ -07 25 -34 -34 43 -6.1 -97 60 -75 -69 64 63 6.2 -6.1 -6.0

Colombia -17 35 23 -25 -47 =35 -710 -72 -6.7 40 -21 -24 25 24 =21

Dominican Republic -2.8 00 -31 -3.1 -22 22 -719 29 33 30 -28 -26 25 25 -25

Ecuador? -84 -72 1041 -58 -28 35 -741 -1.6 0.1 e o . e e e

Egypt -107 -104 -118 99 90 -76 -75 -70 58 -76 -92 -85 69 -57 50

Hungary -28 -20 -8 -25 -2.1 -20 -75 -74 -6.1 -39 -25 29 =22 -21 -1

India -71 -72 71 -62 64 -77 -129 96 96 -89 83 -79 77 17 -6

Indonesia =21 -26 -25 25 -18 -22 -6.1 -45 23 26 -25 -24 23 22 -1

Iran -1.0 -15 -18 -16 -16 -45 -568 42 -40 -58 -62 -64 67 -70 -74

Kazakhstan 25 -63 -45 -4.3 26 -06 -70 -5.0 0.1 -18 10 -08 -12 -12 -5

Kuwait 215 45 1.0 2.0 6.7 25 -114 2.3 11.6 7.0 4.2 2.8 04 -20 -32

Lebanon —6.2 75 -8.9 -87 -113 -104 -3.5 . o o - .. o o e

Malaysia3 -26 25 -26 -24 26 20 49 -58 53 -48 46 45 44 45 45

Mexico -45 40 -28 -1 -22 23 44 -39 44 A1 27 =27 27 =27 27

Morocco -48 45 44 32 -34 36 -7.1 -59 51 -49 -44 38 -33 -31 31

Oman -16 -135 -196 -105 -67 -48 -16.1 -3.2 6.3 0.3 0.9 0.5 0.3 0.3 04

Pakistan 43 47 39 b2 57 -78 -70 60 -78 68 -83 -7.1 -62 58 54

Peru -02 =21 -22 29 20 -14 90 -25 -13 20 -19 -13 -05 -03 -03

Philippines 0.8 05 -08 -08 -15 -15 55 63 52 42 -37 32 29 -25 22

Poland -37 26 24 -15 02 -07 -69 18 -31 -45 -38 40 42 -39 -35

Qatar 15.4 217 49 -26 5.9 4.8 1.3 4.4 14.2 147 114 10.1 10.2 120 132

Romania -20 13 25 -29 -27 -46 96 67 58 57 -52 -49 45 44 44

Russia -1.1 -34 37 -15 2.9 19 -40 08 -22 62 -28 -18 -08 -03 0.2

Saudi Arabia -35 -155 -137 -89 55 -42 -107 -23 25 11 -2 -08 -03 -01 -0.3

South Africa -39 44 37 40 37 47 96 56 -45 59 6.1 -67 63 63 -65

Sri Lanka -60 66 -5.0 -51 -50 -75 -121 -116 -104 .. .. o e o ..

Thailand -0.8 0.1 06 -04 0.1 -08 47 -70 -55 -31 =31 -32 33 -34 -34

Tiirkiye -14 13 23 =22 -38 48 51 -40 -16 65 57 56 56 56 -5.6

Ukraine -45 12 25 24 -21 -2.1 -59 -39 -167 -203 e .. o . s

United Arab Emirates 19 -66 -31 -0.2 3.8 26 -25 4.0 9.0 43 3.7 2.9 2.4 2.2 2.0

Uruguay? -26 -19 27 -25 19 28 47 27 25 22 25 24 22 -2.1 -1.9

Venezuela -98 -8.1 -85 -133 -303 -100 50 46 6.0

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: For country-specific details, see “Data and Conventions” in text and Table C. MENA = Middle East and North Africa.

1China's deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than IMF staff's estimates in China Article IV reports (see IMF 2023
for a reconciliation of the two estimates).

2The data for Ecuador reflect net lending/borrowing of the nonfinancial public sector. The authorities are undertaking revisions of the historical fiscal data with technical support from the IMF.
3The general government overall balance in 2019 includes a one-off refund of tax arrears in 2019 of 2.4 percent of GDP.

4Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Sequros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage, the
central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in October 2018, the public pension system has been receiving transfers
in the context of a new law that compensates persons affected by the creation of the mixed pension system. These funds are recorded as revenues, consistent with the IMF's methodology.
Therefore, data and projections for 2018-22 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.1 percent of GDP in 2019, 0.6 percent of GDP in 2020, and
0.3 percent of GDP in 2021 and are projected to be 0.1 percent of GDP in 2022 and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public
pension system applies only to the revenues and net lending/borrowing series.
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Table A10. Emerging Market and Middle-Income Economies: General Government Primary Balance, 2014-28
(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average -0.8 -25 28 -21 -1.8 -2.7 =71 -34 34 37 -3.0 -28 25 23 22
Asia -0.5 -19 -24 22 -28 -4.3 -80 49 58 50 -4.4 -4.1 -38 35 -34
Europe -0.4 -15 17 08 1.4 0.4 -45 -09 19 44 -2.4 -1.8 12 -4 -0.8
Latin America -1.5 -2.1 -20 -13 -13 -0.5 -55 -1.0 00 -09 0.1 04 0.8 1.0 1.2
MENA -1.2 -75 -86 -48 -08 -1.3 -76 09 3.5 0.5 0.0 -03 -03 03 -04
G20 Emerging -0.8 -25 29 22 23 =34 -76 -38 43 44 -3.6 -33 29 27 -26

Algeria -78 -154 -131 -7.7 63 -90 -11.0 -65 3.1 -6.5 -6.2 -64  -6.1 -59 57

Angola -4.7 -11 -1.7 =30 7.0 6.4 5.0 9.0 6.0 4.0 3.2 2.7 2.3 2.0 1.9

Argentina -3.5 -44 48 42 22 -04 -62 25 -18 -14 -0.4 0.6 14 2.0 2.0

Belarus 1.1 -1.3 0.3 1.6 3.8 2.6 -12 02 32 -02 1.1 21 2.1 2.0 1.9

Brazil -0.6 -19 -25 A7 -5 -0.8 -9.2 0.7 13 =20 -1.0 -0.5 0.2 0.8 14

Bulgaria -34 -2.4 1.8 1.2 0.3 -0.8 -28 28 08 -32 -25 -20 14 14 -3

Chile -14 -19 24 23 -1 -24 -6.6 -6.9 09 -15 -0.9 -0.3 0.1 04 0.6

China -0.1 -20 27 26 -35 -5.2 -88 5.1 -66 -5.8 -5.2 -49 46 43 41

Colombia -0.2 -17  -04 05 -25 -1.0 -44 44 25 0.3 1.9 1.1 0.8 0.6 0.6

Dominican Republic -0.4 23 -06 -05 04 0.6 4.7 02 -05 0.2 0.5 0.8 0.9 0.9 0.9

Ecuador? -7.5 -59 -86 37 -03 -0.8 -43 -03 1.6 e e S e e o

Egypt -4.0 -39 41 24 -04 1.3 1.2 1.1 0.4 1.6 2.2 2.2 2.3 2.4 25

Hungary 1.0 1.3 1.2 0.1 0.2 0.1 -563 50 37 -08 0.6 0.3 0.7 0.6 1.0

India -2.6 -27 25 -5 -7 -3.0 -73 45 44 36 -2.9 -25 22 21 -2.0

Indonesia -0.9 -2 -10 -09 -01 -04 -4.1 -25 04 05 -0.3 -0.1 -0.1 0.0 0.0

Iran -1.0 -14 13 -10 -06 -3.5 -46  -31 -3.1 -3.2 -3.1 -30 29 27 -26

Kazakhstan 2.0 -59 43 52 1.8 -0.8 =77 44 08 -07 0.2 04 0.2 0.1 -0.2

Kuwait? 12.7 -75 -140 96 4.1 -84 281 -116 06 -58 -87 -101 -124 -148 -16.1

Lebanon 2.5 14 0.4 0.8 -1.4 -0.3 -0.5 L. o o . L. - . ..

Malaysia -0.9 -09 08 06 -08 0.0 -3.1 -37 32 -25 -2.0 -19 17 -16 -16

Mexico -1.7 -1.2 0.4 2.6 1.6 14 -0.5 00 -041 0.2 1.7 1.8 1.8 1.7 1.6

Morocco -2.2 -20 20 09 -2 -14 -46 38 30 -26 -21 -15 10 -08 -09

Oman -1.9  -141 -200 -11.1 -5.2 -46 -133 1.0 8.2 2.5 3.2 2.7 2.3 2.1 1.9

Pakistan -0.3 -04 -0.1 -14 -138 -3.0 -15  -11 -30 -05 -0.4 -04 04 04 -04

Peru 0.7 -12 13 19 -09 -0.2 -69 -12 00 -05 -0.5 0.0 0.5 0.6 0.6

Philippines 3.0 2.4 0.9 0.9 0.2 0.1 -37 45 34 22 -1.7 -12 1.0 07 -05

Poland -1.7 -08 -07 0.1 1.2 0.6 -56 -07 A7 =27 -2.0 =20 -21 -17 -13

Qatar 16.6 23.1 -34 12 7.3 6.6 3.6 6.1 15.6 16.2 12.4 11.3 11.4 13.1 14.2

Romania -0.5 -0.1 -13 18 -4 -3.4 -83 -53 -38 37 -3.3 -32 -28 -28 -28

Russia -0.7 -3.1 -32 -1.0 3.4 2.2 -3.7 1.1 -20 -59 -24 -14 -04 01 0.5

Saudi Arabia -42 175 -165 -113 -6.0 -42 125 20 28 -06 -0.7 -0.3 0.2 04 0.1

South Africa -1.2 -14 06 08 -04 -1.1 -55 13 0.1 -0.8 -0.6 -0.7 0.3 0.7 0.9

Sri Lanka -1.9 -2 -0.2 0.0 0.6 -1.9 -59 57 -38 o o .. o o ..

Thailand -0.1 0.7 1.0 0.1 0.6 -0.3 -42 62 44 -16 -15 -15 15 -15 -16

Tiirkiye 0.5 06 -10 -09 -23 -2.9 -32 23 04 -44 -2.8 -22 20 20 -20

Ukraine -1.2 3.0 1.6 1.4 1.2 1.0 -30 11 -134 -157 . .. e . ..

United Arab Emirates 2.2 -63 29 0.0 4.0 2.9 -2.2 43 9.4 5.0 4.2 34 3.0 2.7 25

Uruguay? -0.5 02 -03 -02 0.5 -0.5 -2.1 -07 07 -09 -11 -08 05 -03 -0.1

Venezuela -75 -68 77 -131 -303 -10.0 49 46 58

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: “Primary balance” is defined as the overall balance, excluding net interest payments. For country-specific details, see “Data and Conventions” in text and Table C. MENA = Middle East
and North Africa.

1The data for Ecuador reflect primary balance of the nonfinancial public sector. The authorities are undertaking revisions of the historical fiscal data with technical support from the IMF.
2|nterest revenue is proxied by IMF staff estimates of investment income. The country team does not have the breakdown of investment income between interest revenue and dividends.
3Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del Estado.
The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage, the central
bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in October 2018, the public pension system has been receiving transfers in the context
of a new law that compensates persons affected by the creation of the mixed pension system. These funds are recorded as revenues, consistent with the IMF's methodology. Therefore, data
and projections for 201822 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.1 percent of GDP in 2019, 0.6 percent of GDP in 2020, and 0.3 percent of GDP
in 2021 and are projected to be 0.1 percent of GDP in 2022 and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public pension system applies
only to the revenues and net lending/borrowing series.

International Monetary Fund | April 2023 79



FISCAL MONITOR: ON THE PATH TO POLICY NORMALIZATION

Table A11. Emerging Market and Middle-Income Economies: General Government Cyclically Adjusted Balance,

2014-28
(Percent of potential GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average -2.7 37 -39 36 37 -46 74 52 -58 62 56 -54 -52 51 -5.0
Asia -17 28 -36 35 42 -5.5 -8.1 -5.9 -6.7 -64  -6.1 -6.1 -60 59 59
Europe -12 22 23 -7  -02 09 -47 21 -3.2 -59 40 35 -29 -26 23
Latin America -5.3 -64 53 -48 42 35 -68 44 43 -5.3 -45 37 -3.3 -3.0 -28
MENA -96 -10.7 -103 -8.2 -74 718 -8.0 -72 42 -6.8 -73 66 57 -49 44
G20 Emerging -2.5 -38 41 -3.8 -39 49 79 -5.2 -60 65 -59 57 56 -55 -5.4

Algeria

Angola 7.5 -0.5 -24 45 3.1 15 04 3.4 08 -03 -17 -20 22 -26 -3.0

Argentina -3.4 -6.2 -60 -72 50 -34 -50 3.2 -39 35 35 -20 17 -3 -1.3

Belarus -08 -23 0.0 0.4 1.6 0.4 =3:30 312 -4.8 -19 -07 0.3 0.5 0.8 0.7

Brazil -7.8 -103 -7.5 -66 6.2 -52 -118 42 -5.0 -90 -83 -6.6 -55 -4.9 -4.4

Bulgaria -3.1 -2.7 14 0.7 0.1 -1.3 -2.3 -32 -2 -3.2 -3.1 -2.9 -2.2 -22 22

Chile? -0.5 0.5 -10 -20 -5 -17 16 -121 -11 -16 09 -04 -0.1 0.1 0.0

China -07 22 -3.1 -32 41 -5.8 -84 56 -66 64 6.1 -6.2 -62 60 6.0

Colombia -24 -39 -2.6 -2.3 -4.2 -2.5 -49 75 -8.3 -46 21 -2.9 -3.2 -32 29

Dominican Republic -4.3 -42 38 -37 33 32 -76 34 37 -40 -39 -36 -35 -33 32

Ecuador? -92 -88 -105 53 -33 -34 50 -2 -06 o . . o o .

Egypt -11.0 -108 -11.4 -101 -9.0 7.3 -66 71 -6.0 7.7 92 -85 -68 56 49

Hungary -17 -5 -1.2 -26 =30 -34 -69 71 -6.1 -36 24 28 -2.1 -2.1 -11

India -66 70 74 -6.2 -68 7.6 -9.1 -88 96 -89 -83 -80 -7.8 -7.7  -16

Indonesia -2.3 -27 25 -2.4 -18 21 -5.3 -39 21 -2.5 -2.5 -2.4 -2.3 -2.2 -2.1

Iran

Kazakhstan

Kuwait

Lebanon -135 -116 -115 -138 -127 -184 -121 o o .. e o .. e o

Malaysia -26 26 -27 26 -36 -16 -39 49 -5.5 -5.1 -4.8 4.8 -46 46 -4.5

Mexico -4.5 -4.2 -4 -26 24 -2.1 -33 -3.4 -4.3 -40 -26 26 -26 26 27

Morocco -6.1 -48 49 -4.3 -39 -38 =55 -59 5.0 49 44 38 -3.3 -3.1 -3.1

Oman

Pakistan

Peru -0.1 -1.5 -1.8 21 -16 -06 6.0 -37 18 22 -2.3 -18 13 -1.2 -11

Philippines 0.6 0.5 -09 08 -15 -15 -33 -54 -54 43 37 -32 29 -25 -2.3

Poland -2.9 -2.2 -17 7 -15 -2.3 -53 21 4.2 -40 =31 -36 -41 -3.8 -35

Qatar

Romania -11 -0.4 -14 -3.1 -3.8 -5.7 -8.1 -6.8 -6.2 -56 5.1 -4.8 -4.5 -4.4 -44

Russia -0.1 -3.1 -3.2 -1.0 2.9 2.0 -4.4 05 -20 -59 26 17 -07 03 0.3

Saudi Arabia

South Africa -4.0 -42 36 -3.8 -37 44 57 -50 55 64 -64 62 63 -6.3 -6.5

Sri Lanka

Thailand -0.7 0.4 08 -04 -0.1 -1.0 -38 -5.8 -52 29 -2.5 =3.1 3.3 -34 2.7

Tiirkiye -1.6 -1.6 -2.1 -2.9 -4.2 -40 -36 -4.4 -2.3 -7.2 -6.4 -6.1 -59 57 -5.6

Ukraine -3.2 15 -09 14 22 -17 44 33

United Arab Emirates ..

Uruguay? -34 19 -26 26 19 -2.5 -32 18 -2.2 -20 24 -2.3 -22 21 -1.9

Venezuela

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: For country-specific details, see “Data and Conventions” in text and Table C. MENA = Middle East and North Africa.

1Data for these economies include adjustments beyond the output cycle.

2The data for Ecuador reflect cyclically adjusted balance of the nonfinancial public sector. The authorities are undertaking revisions of the historical fiscal data with technical support from
the IMF.

3Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage, the
central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in October 2018, the public pension system has been receiving transfers
in the context of a new law that compensates persons affected by the creation of the mixed pension system. These funds are recorded as revenues, consistent with the IMF's methodology.
Therefore, data and projections for 2018-22 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.1 percent of GDP in 2019, 0.6 percent of GDP in 2020, and
0.3 percent of GDP in 2021 and are projected to be 0.1 percent of GDP in 2022 and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public
pension system applies only to the revenues and net lending/borrowing series.
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METHODOLOGICAL AND STATISTICAL APPENDIX

Table A12. Emerging Market and Middle-Income Economies: General Government Cyclically Adjusted Primary

Balance, 2014-28
(Percent of potential GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average -08 17 -20 -16 -18 -27 b5 33 -38 -39 32 -29 27 24 -2.3
Asia -05 17 -2.2 -20 28 -41 -65 44 -5.1 -46 42 -4.0 -38 35 -34
Europe 0.1 -1.0 141 -0.5 0.9 0.2 -37 -0 -23 -46 25 18 -1.2 -09 06
Latin America -19 21 -1.6 -09 05 0.2 -36 10 02 -0.9 0.2 05 0.9 1.1 1.3
MENA -5.2 -62 51 -35 -22 23 -26 -21 0.1 -11 -08 03 0.1 0.4 0.8
G20 Emerging -0.7 -19 22 18 -20 31 -6.0 -34 41 -4.3 -36 -33 30 -28 26

Algeria

Angola -6.4 1.1 0.1 -1.3 7.5 6.8 6.4 8.7 5.4 3.9 3.3 3.0 2.8 25 2.3

Argentina -2.7 -4.6 -4 -47 18 0.5 -27 14 -18 11 -0.3 0.6 14 2.0 2.0

Belarus 02 -07 1.9 2.3 3.6 2.1 -16 -16 -3.1 -0.3 0.9 1.9 2.0 2.1 2.0

Brazil -2.1 -1.9 -1.3 -07 09 -0.3 -7.9 0.8 0.9 -2.1 -11 -0.5 0.2 0.8 14

Bulgaria -28 23 1.7 1.0 03 1.2 -2.2 -3.1 -1.2 3.1 -25 =20 -14 -13 -13

Chile? -0.4 0.7 -07 A7 -2 -14 -11 -115 -15 -13 06 0.0 0.3 0.5 0.4

China -02 17 -2.5 -25 33 -49 75 47 -57 53 49 -4.8 -46 43 41

Colombia -08 -21 -0.6 -0.3 -2.0 0.1 -24 44 -35 0.4 25 14 1.0 0.8 0.8

Dominican Republic 20 19 -3 -1.2 -07 05 -46 -03 08 -08 -06 02 -0.1 0.1 0.2

Ecuador? -82 74 90 -32 -09 -07 24 0.1 1.0 o . . o . .

Egypt -43 44 -37 -26 05 1.5 2.0 0.9 0.2 15 2.2 2.3 2.3 25 2.6

Hungary 19 1.8 1.7 00 -07 -11 -47 50 -3.8 -0.5 0.8 0.4 0.8 0.7 1.0

India -2.2 -25 28 -14 20 -29 -39 37 44 -36 29 25 -2.3 -2.1 -2.0

Indonesia -11 -13 -1.0 -0.8 00 -04 -3.3 -20 02 -0.5 -0.3 -0.1 -0.1 0.0 0.0

Iran

Kazakhstan

Kuwait

Lebanon -49 28 -2.1 -40 21 -74 -94 o o .. e o .. e o

Malaysia -08 1.0 -09 -08 17 0.4 -22 29 -34 -27 23 -2.1 -19 17 -1.6

Mexico -17 14 -0.9 11 14 1.6 0.4 0.4 0.0 0.3 1.8 1.9 1.8 1.7 1.6

Morocco =35 -23 25 -19 16 17 -30 -38 31 -26 -21 -1.5 -1.0 -08 09

Oman

Pakistan

Peru 0.8 -06 -09 11 -0.5 05 -4.0 -2.4 -05 08 -1.0 -06 02 -0.3 -0.2

Philippines 2.8 2.5 0.9 0.8 0.1 0.1 -1.7 =37 -35 -23 -18 -12 10 07 -0.5

Poland -0.9 -0.5 00 -01 0.0 -09 41 -1.0 =27 22 -4 -16 20 -7 -1.3

Qatar

Romania 04 0.8 -0.2 -20 24 -4.5 -69 53 -41 -37 32 -3.1 -28 28 -2.8

Russia 0.3 -28 28 -0.5 34 23 -4 08 -17 -5.5 22 13 -0.3 0.0 05

Saudi Arabia

South Africa -1.2 -12 05 -06 -03 09 -20 -09 -1.0 -13 -09 -02 0.3 0.7 0.9

Sri Lanka

Thailand 0.0 0.9 1.2 0.1 0.4 -04 33 -5.1 -40 -14 -09 -14 -14 -15 09

Tiirkiye 04 0.3 -08 -16 -2.6 -2.2 -1.8 -2.7 -11 -5.0 -34 -27 23 21 -2.0

Ukraine 0.0 5.4 3.0 2.3 1.1 1.3 -16 05

United Arab Emirates ..

Uruguay? -1.2 0.2 -0.2 -0.2 0.5 -0.2 -0.7 0.2 -04 -07 1.0 -07 -05 03 -0.1

Venezuela

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: “Cyclically adjusted primary balance” is defined as the cyclically adjusted balance plus net interest payable/paid (interest expense minus interest revenue) following the World
Economic Qutlook convention. For country-specific details, see “Data and Conventions” in text and Table C. MENA = Middle East and North Africa.

1Data for these economies include adjustments beyond the output cycle. For country-specific details, see “Data and Conventions” in text and Table C.

2The data for Ecuador reflect cyclically adjusted primary balance of the nonfinancial public sector. The authorities are undertaking revisions of the historical fiscal data with technical
support from the IMF.

3 Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage, the
central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in October 2018, the public pension system has been receiving transfers
in the context of a new law that compensates persons affected by the creation of the mixed pension system. These funds are recorded as revenues, consistent with the IMF's methodology.
Therefore, data and projections for 201822 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.1 percent of GDP in 2019, 0.6 percent of GDP in 2020, and
0.3 percent of GDP in 2021 and are projected to be 0.1 percent of GDP in 2022 and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public
pension system applies only to the revenues and net lending/borrowing series.
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Table A13. Emerging Market and Middle-Income Economies: General Government Revenue, 2014-28

(Percent of GDP)
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Average 283 274 271 274 279 274 256 265 265 260 260 260 261 261 261
Asia 256 263 261 262 263 254 236 246 238 237 239 241 243 244 245
Europe 343 333 336 336 350 351 343 343 341 327 331 331 332 332 332
Latin America 289 281 289 288 286 290 273 288 303 286 286 286 286 287 288
MENA 325 263 239 255 297 295 269 279 302 294 287 282 278 274 269
G20 Emerging 283 278 279 281 282 276 256 266 262 256 258 259 261 262 262
Algeria 333 305 286 326 335 322 305 298 334 301 284 277 268 265 264
Angola 307 241 175 175 229 212 213 233 234 215 206 198 192 186 182
Argentina 346 354 349 344 335 333 335 335 334 323 339 349 356 358 359
Belarus 389 388 390 387 396 383 352 354 320 335 342 352 353 353 352
Brazil 337 329 354 349 354 366 337 369 387 358 355 354 353 353 352
Bulgaria 334 345 342 328 344 349 349 358 374 368 352 344 349 346 343
Chile 224 229 227 229 241 237 220 260 279 248 254 254 253 256 255
China 282 290 289 292 290 281 257 266 255 256 259 260 262 264 265
Colombia 295 278 277 268 300 294 266 272 276 314 321 310 306 307 307
Dominican Republic 142 166 139 140 142 144 142 156 155 149 150 150 150 150 150
Ecuador 348 330 300 322 356 337 294 342 361 ... . o . . o
Egypt 232 209 192 207 197 193 182 186 189 187 198 201 204 207 209
Hungary 473 484 450 443 440 440 435 413 439 436 444 435 435 430 426
India 191 199 201 200 200 192 182 197 192 191 194 196 197 199 200
Indonesia 165 149 143 141 149 142 125 136 152 144 146 147 148 149 150
Iran 131 148 153 155 136 97 7.2 8.1 83 8.1 8.2 8.4 85 8.6 8.8
Kazakhstan 237 166 170 198 214 197 175 171 218 200 197 196 193 193 191
Kuwait 658 589 550 540 586 555 551 546 522 577 547 533 513 494 485
Lebanon 226 192 194 219 210 208 160 ... o . o o . . o
Malaysia 233 222 203 196 202 216 202 186 190 168 159 155 155 155 156
Mexico 234 235 246 246 235 236 242 237 258 239 239 239 240 241 242
Morocco 259 239 241 246 242 238 270 251 259 269 267 265 265 266 265
Oman 398 311 250 290 316 339 296 330 354 324 318 310 302 293 284
Pakistan 135 129 138 140 134 113 133 124 121 122 125 125 125 125 125
Peru 223 202 187 182 193 198 178 210 218 215 215 215 214 214 214
Philippines 181 185 183 187 194 202 204 210 216 214 215 219 224 229 233
Poland 392 391 389 399 412 411 413 423 M0 418 421 420 418 414 416
Qatar 477 602 352 321 348 373 360 337 396 418 377 361 357 361 362
Romania 318 328 293 282 290 288 286 305 310 306 306 308 312 309 309
Russia 339 319 329 334 355 357 352 356 343 312 323 323 325 326 327
Saudi Arabia 362 244 208 232 285 295 284 296 306 285 287 288 291 290 282
South Africa 254 258 262 258 265 268 250 271 277 275 272 272 2713 213 2713
Sri Lanka 112 126 132 128 126 119 8.7 8.3 85 ... . . . . .
Thailand 214 223 219 211 214 210 206 202 201 204 205 205 205 205 205
Tiirkiye 316 319 325 312 308 310 289 272 264 276 279 280 280 280 283
Ukraine 403 419 383 393 398 394 397 363 532 473 ... o . . o
United Arab Emirates 342 207 297 280 305 310 287 304 354 330 320 312 307 303  30.1
Uruguay? 266 266 271 275 288 283 281 282 269 267 266 267 267 267 268
Venezuela 218 149 112 85 6.4 8.7 43 59 6.0

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table C. MENA = Middle East and North Africa.

1The data for Ecuador reflect revenue of the nonfinancial public sector. The authorities are undertaking revisions of the historical fiscal data with technical support from the IMF.

2Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage, the
central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in October 2018, the public pension system has been receiving transfers
in the context of a new law that compensates persons affected by the creation of the mixed pension system. These funds are recorded as revenues, consistent with the IMF's methodology.
Therefore, data and projections for 201822 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.1 percent of GDP in 2019, 0.6 percent of GDP in 2020, and
0.3 percent of GDP in 2021 and are projected to be 0.1 percent of GDP in 2022 and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public
pension system applies only to the revenues and net lending/borrowing series.
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Table A14. Emerging Market and Middle-Income Economies: General Government Expenditure, 2014-28
(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average 30.7 31.5 316 312 314 320 344 3138 318 318 314 31.2 31.0 309 30.9
Asia 27.3 29.4 29.8 299 305 31.2 333 3141 31.2 305 303 30.3 303 304 30.4
Europe 358 359 36.5 354 347 35.6 39.7  36.2 36.9 38.5 371 36.6 36.2 35.9 35.6
Latin America 337 345 347 339 336 330 36.1 333 342 33.8 331 32.3 319 317 315
MENA 34.2 342 328 306 314 321 35.4 30.0 27.6 30.4 304 302 29.7 294 290
G20 Emerging 30.8 32.1 32.5 32.1 32.2 32.8 35.0 32.1 32.5 32.2 31.8 316 31.5 31.5 31.4

Algeria 413 46.2 420 411 40.3 418 424 37.0 312 380 36.2 357 3438 346 345

Angola 36.5 271 22.0 241 206 204 23.3 19.5 21.8 21.7 22.6 22.3 22.1 21.9 21.7

Argentina 389 414 4.5 411 38.9 377 4241 37.8 37.2 36.1 37.5 36.9 37.3 37.2 37.2

Belarus 388 418 407 390 378 37.4 380 371 36.8 353 347 346 347 346 34.6

Brazil 39.7 431 443 427 423 424 470 412 433 446 437 420 408 402 39.6

Bulgaria 37.1 37.3 32.7 320 343 35.9 378 386 38.2 400 383 374 37.2 36.8 36,5

Chile 239 250 25.4 25.5 25.6 26.5 29.1 33.5 26.6 26.6 26.6 26.1 25.7 25.6 25.2

China 289 316 323 326 333 342 35.4 327 331 32.5 32.3 324 32.4 32.5 32.5

Colombia 31.3 31.3 30.0 29.3 347 329 33.6 34.4 34.2 35.4 341 33.4 33.1 33.1 32.8

Dominican Republic 17.0 16.7 17.0 171 16.4 16.6 221 18.5 18.8 17.9 17.8 17.5 17.5 17.4 17.4

Ecuador? 433 402 40.1 38.0 38.4 371 36.5 35.8 36.0 S e e S e s

Egypt 339 313 31.0 306 28.6 269 257 25.5 247 263 290 286 27.3 26.4 25.9

Hungary 50.0 504  46.8 46.7 462  46.1 51.1 48.4 50.0 47.5 469 464 457 451 43.7

India 26.2 271 27.2 26.2 26.3 26.8 31.1 29.3 28.8 280 277 27.5 27.5 27.6 27.6

Indonesia 18.6 17.5 16.8 16.6 16.7 16.3 18.6 18.2 17.5 17.0 171 171 171 171 171

Iran 14.2 16.3 17.0 17.1 15.3 141 13.0 12.2 12.3 13.9 14.4 14.8 15.2 15.6 16.1

Kazakhstan 21.3 229 215 241 18.8 20.2 24.5 221 21.7 21.8 206 204 20.5 206 206

Kuwait 443 54.4 54.0 52.0 51.8 530 665 52.3 40.7 507 50.5 50.5 50.9 51.4 51.7

Lebanon 28.8 26.7 28.3 30.6 32.3 31.2 19.6 e S S e S S e .

Malaysia 26.0 24.7 229 220 22.8 236 251 244 243 21.6 20.4 20.1 19.9 200 200

Mexico 28.0 27.5 27.4 25.7 25.7 26.0 28.6 27.6 30.2 28.0 26.6 26.5 26.6 26.8 26.9

Morocco 307 284 28.6 2718 217 27.4 34.1 31.0 310 31.8 311 30.3 29.8 29.7 2915

Oman 41.4 44.5 44.6 39.4 38.3 388 457 36.2 29.0 321 308 305 29.9 29.0 28.0

Pakistan 17.9 17.6 17.7 19.1 19.1 191 20.3 18.5 19.9 19.1 20.8 19.6 18.8 18.3 17.9

Peru 22.6 22.3 20.9 211 21.3 211 26.9 23.5 23.1 23.5 23.4 22.7 21.9 21.7 217

Philippines 17.3 18.0 19.1 19.5 209 217 25.9 27.3 26.8 25.6 25.2 25.1 25.3 25.3 25.5

Poland 429 417 413 414 414 419 482 441 444 46.3 459 460 460 453 451

Qatar 323 386 401 347 28.9 32.5 347 29.3 25.4 271 26.7 26.0 25.5 241 23.0

Romania 33.8 342 31.8 31.0 317 33.3 38.2 37.2 36.8 36.3 35.8 35.7 356 353 35.2

Russia 349 353 36.6 348 326 33.8 39.2 348 366 374 351 341 33.3 329 325

Saudi Arabia 39.7 399 34.5 32.1 340 337 39.1 31.9 28.1 29.6 29.9 29.7 29.3 29.1 28.5

South Africa 29.3 30.2 29.9 299 302 315 34.6 327 322 33.4 334 340 33.6 336 337

Sri Lanka 17.2 19.3 18.2 17.9 17.5 19.5 20.7 19.9 18.9 e e S e s S

Thailand 22.2 22.2 21.3 21.5 21.4 21.8 25.3 27.3 256 236 237 23.8 238 239 23.9

Tirkiye 33.1 33.2 348 334 34.6 357 340 31.2 280 341 33.6 336 336 33.6 33.9

Ukraine 448 430 408 416 419 41.5 456 403 699  67.6 e e S e e

United Arab Emirates 32.2 27.2 32.8 28.1 26.7 28.4 31.1 26.4 26.4 28.6 28.4 28.3 28.2 28.2 28.1

Uruguay? 29.2 28.5 298  30.1 30.7 31.1 328 309 29.5 28.9 29.1 290 290 28.8 28.6

Venezuela 31.6 22.9 19.7 218 367 18.7 9.3 10.5 12.0

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table C. MENA = Middle East and North Africa.
1The data for Ecuador reflect expenditure of the nonfinancial public sector. The authorities are undertaking revisions of the historical fiscal data with technical support from the IMF.

2Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage, the
central bank balances are not included in the fiscal data. Historical data were also revised accordingly.
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Table A15. Emerging Market and Middle-Income Economies: General Government Gross Debt, 2014-28
(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average! 406 444 500 521 53.5 56.0 66.0 65.3 65.7 688 71.4 740 764 78.7 80.8
Asia 434 450 51.8  55.1 56.5 598 702 71.5 75.1 791 82.6 86.2 89.4 92.5 95.4
Europe 282 303 31.2 29.4 29.0 28.5 37.0 347 327 369 379 386 390 392 39.2
Latin America 516  57.6 61.3 636  67.4 68.3 77.3 71.9 69.7 686  69.3 70.1 70.3 70.3 70.1
MENA 236 339 420 42.3 403 439 55.4 521 43.0 42.5 412 416 420 423 425
G20 Emerging 409 439 50.0 530 546 57.6 67.4 67.0 68.5 726 759 79.2 82.2 85.0 87.6

Algeria 7.7 8.7 20.4 27.2 384 460 52.0 628 524 52.2 554 589 62.3 66.4 70.2

Angola 39.8 57.1 75.7 69.3 93.0 1136 1389 869  67.0 63.3 59.2 56.7 54.4 51.5 49.5

Argentina 447 526 531 57.0 85.2 88.8 1028 809 845 76.3 73.6 73.3 70.7 67.9 65.4

Belarus 38.8 53.0 53.5 532 475 40 475 412 398 414 403 387 370 35.2 33.1

Brazil? 62.3 72.6 78.3 83.6 85.6 87.9 96.8 90.7 85.9 88.4 91.5 93.7 952 96.0 96.2

Bulgaria 26.3 25.4 270 229 20.1 18.3 232 22.8 218 211 22.9 247 258 26.8 21.7

Chile 15.0 17.4 211 23.7 25.8 28.3 324 363 38.0 36.6 385 39.4 399 393 38.5

China3 400 415 50.7 55.0 56.7 604  70.1 71.8 7741 82.4 87.2 920 965 1008 104.9

Colombia 43.3 50.4 498 494 53.6 52.4 65.7 64.0 636  62.0 61.1 609  60.1 59.2 58.3

Dominican Republic 449 447 466 489 50.5 536 715 63.2 589 583 58.0 57.3 56.5 55.7 54.8

Ecuador* 28.0 35.2 446 470 491 51.4 60.9 62.3 57.3 S e s S e S

Egypt 80.9 83.8 916 978 87.9 80.1 86.2 89.9 88.5 92.9 87.0 854 834 80.8 78.0

Hungary 76.5 75.8 749 721 69.1 65.3 79.3 76.8 76.4 73.2 70.0 68.2 66.1 64.1 61.3

India 67.1 69.0 689 697 704 75.0 88.5 84.7 83.1 83.2 83.7 83.8 838 837 83.6

Indonesia 24.7 27.0 28.0 294 304 30.6 397 411 39.9 39.1 38.8 38.5 38.1 37.8 37.3

Iran 126 370 479 450 429 467 483 424 340 320 327 343 35.8 372 381

Kazakhstan 145 21.9 19.7 19.9 20.3 19.9 26.4 25.1 23.5 25.9 27.0 29.0 31.4 33.1 34.8

Kuwait 3.4 47 9.9 20.5 15.1 11.6 1.7 8.7 2.9 3.0 3.0 6.1 9.7 11.2 15.2

Lebanon 1384 1408 1464 1500 1551 1723 150.6 e e S e e S e e

Malaysia 55.4 57.0 55.8 544 55.6 57.1 67.7 693 66.3 67.0 67.1 67.5 68.0 69.0 700

Mexico 48.9 52.8 56.7  54.0 53.6 53.3 60.1 58.7 56.0 55.6 55.8 56.3 56.9 57.5 57.9

Morocco 58.6 58.4 60.1 60.3 605 60.3 722 689 68.8 68.3 684 68.2 67.7  66.9 66.2

Oman 4.0 13.9 29.3 40.1 447 52.5 69.7 613 401 428 406 39.8 389 384 36.8

Pakistan 57.1 57.0 60.8 609 648 77.5 796 736 75.8 736 689 67.8 676  67.1 66.1

Peru 20.6 24.0 24.3 25.2 26.0 26.9 35.0 364 334 33.0 33.3 33.2 32.8 32.3 31.9

Philippines 40.2 396 373 38.1 37.1 37.0 51.6 57.0 575 56.7 56.8  56.3 55.4 54.1 52.6

Poland 51.4 51.3 54.5 50.8 487 457 57.2 53.8 49.6 50.7 51.7 52.4 53.6 54.1 54.5

Qatar 24.9 35.5 46.7 51.6 52.2 62.1 72.6 58.4 45.3 455 429 404 379 35.9 33.9

Romania 40.5 39.4 39.5 371 36.2 36.6 494 51.1 487 483 493 50.3 514 52.8 54.3

Russia 15.1 15.3 14.8 14.3 13.6 13.7 19.2 16.5 196 249 25.3 25.3 24.3 23.2 21.5

Saudi Arabia 1.5 5.7 12.7 16.5 17.6 21.6 31.0 28.8 22.6 23.6 23.1 22.3 21.5 20.7 19.9

South Africa 43.3 452 471 486 517 56.2 69.0  69.0 71.0 72.3 74.0 771 800 824 84.9

Sri Lanka 696  76.3 75.0 72.3 83.6 82.6 957 1022 1177 e S . e . S

Thailand 433 426 47 438 419 411 49.4 584 605 610 616 59.9 59.0  58.1 57.3

Tirkiye 28.4 27.3 27.9 27.9 30.1 32.6 39.7 418 312 35.0 36.7 377 38.8 40.4 42.3

Ukraine 70.3 79.3 79.5 71.6 60.4 50.5 60.5 488 81.7 98.3 e . S e e

United Arab Emirates 13.8 16.1 19.3 21.9 21.3 268 411 35.9 300 305 29.4 28.3 27.2 26.2 25.2

Uruguay® 51.3 58.0 56.6  56.5 58.6 606 682 65.6 61.0 623 62.7 63.1 63.4 63.7 63.8

Venezuela 849 1298 1384 1336 1746 2051 3277 2506 157.8

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: For country-specific details, see “Data and Conventions” in text and Table C. MENA = Middle East and North Africa.

1The average does not include the debt incurred by the European Union, and used to finance the grants portion of the NextGenerationEU (NGEU) package. This totaled €58 billion

(0.4 percent of European Union GDP) as of December 31, 2021, and €158 billion (1 percent of European Union GDP) as of February 16, 2023. Debt incurred by the EU and used to
on-lend to member states is included within member state debt data and regional aggregates.

2Gross debt” refers to the nonfinancial public sector, excluding Eletrobras and Petrobras and including sovereign debt held on the balance sheet of the central bank.

3China's deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than IMF staff's estimates in China Article IV reports (see IMF 2023
for a reconciliation of the two estimates).

4n late 2016, the authorities changed the definition of “debt” to a consolidated basis, which in 2016 was 11.5 percent of GDP lower than the previous aggregate definition. Both the
historic and projection numbers are now presented on a consolidated basis.

5Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage, the
central bank balances are not included in the fiscal data. Historical data were also revised accordingly.
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METHODOLOGICAL AND STATISTICAL APPENDIX

Table A16. Emerging Market and Middle-Income Economies: General Government Net Debt, 2014-28
(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average! 243 286 343 356 365 381 456 452 426 432 440 448 456 460 462
Asia
Europe 29.1 282 303 289 292 289 360 364 308 321 332 336 346 350 352
Latin America 31.7 349 403 425 429 442 513 488 493 506 523 538 548 556  56.1
MENA -30 126 269 276 287 332 433 455 372  36.1 354 362 365 365 365
G20 Emerging 230 259 318 347 356 372 441 435 410 432 450 462 472 478 483

Algeria -218 -76 133 216 257 305 438 517 425 483 525  56.1 59.7 632 665

Angola

Argentina

Belarus

Brazil 326 356  46.1 514 528 547 614 558  57.1 612 653 684 706 721 73.2

Bulgaria 13.1 154 113 103 9.0 84 133 130 112 132 154 175 188  20.1 21.2

Chile -44  -35 0.9 44 5.7 80 133 201 196 202 209 212 212 208 204

China?

Colombia 329 4241 386 386 431 431 547 541 549 535 517 505 500 497 494

Dominican Republic 37.6 37.2 38.5 40.3 414 434 575 495 45.8 45.6 455 45.0 444 43.6 42.7
Ecuador
Egypt 732 753 81.6 86.6 80.7 74.6 80.6 85.2 83.9 88.3 824 80.7 78.7 76.1 734

Hungary 703 705 679 652 621 584 723 699 694 662 630 613 591 572 544
India
Indonesia 204 220 235 2563 267 270  36.1 379 371 3.5 364 363 361 358 355
Iran -34 216 364 329 315 369 403 361 285 268 273 288 301 315 324
Kazakhstan -191 -308 238 -158 -158 -139 86 -33 12 07 04 -02 0.2 0.8 1.6
Kuwait

Lebanon 130.0 1344 1407 1444 1508 167.1 1479

Malaysia
Mexico 426 465 487 457 449 445 516 508 497 493 495 500 506 512 516
Morocco 58.1 578 596 599 602 600 716 684 684 679 680 678 673 665 658
Oman -39.3 370 -242 -104 6.4 112 285 249 11.2 10.5 9.2 8.5 7.8 7.6 6.5
Pakistan 522 525  55.1 559 599 702 729 660 695 687 650 645 646 644 637
Peru 2.7 5.3 6.9 8.7 10.2 111 21.0 198 196  20.1 209 211 20.6 199 193
Philippines
Poland 454 464 479 444 415 384 451 408 366 377 387 395 406 412 416
Qatar
Romania 284 283 268 259 262 286 400 420 401 400 412 423 435 450 466
Russia
Saudi Arabia -464 -351 -166 -74 -01 47 15.2 17.0 10.8 12.3 13.3 13.7 13.5 13.1 12.9
South Africa 38.1 410 421 438 467 507 622 632 663 698 724 759 788 814 839
Sri Lanka

Thailand
Tirkiye 237 228 233 221 240 254 301 337 243 2715 296 301 317 320 324
Ukraine

United Arab Emirates ..
Uruguay3 409 446 445 448 472 507 574 552 507 521 526 530 535 538 539
Venezuela

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: For country-specific details, see “Data and Conventions” in text and Table C. MENA = Middle East and North Africa.

1The average does not include the debt incurred by the European Union, and used to finance the grants portion of the NextGenerationEU (NGEU) package. This totaled €58 billion

(0.4 percent of European Union GDP) as of December 31, 2021, and €158 billion (1 percent of European Union GDP) as of February 16, 2023. Debt incurred by the EU and used to
on-lend to member states is included within member state debt data and regional aggregates.

2China’s deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than IMF staff's estimates in China Article IV reports (see IMF 2023
for a reconciliation of the two estimates).

3Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage, the
central bank balances are not included in the fiscal data. Historical data were also revised accordingly.
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Table A17. Low-Income Developing Countries: General Government Overall Balance, 2014-28

(Percent of GDP)
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Average -31 38 37 37 33 35 50 47 -42 42 -40 -38 37 37 -36
0il Producers 29 -46 53 54 -41 45 53 57 50 -48 49 51 53 56 57
Asia -35 38 -32 -31 -28 -30 43 43 -35 -45 -42 40 -37 -36 -35
Latin America -27 -12 -07 -06 -10 -06 -34 -25 -08 -19 -16 -13 -12 -12 -12
Sub-Saharan Africa -33 41 -45 -45 -39 -40 57 -55 -52 -43 -41 -40 -39 40 -40
Others -7 31 25 23 19 30 36 22 -26 -29 26 -25 25 26 -26
Afghanistan -17 -4 01 =07 16 -1 -22 ... o e
Bangladesh -26 33 32 -42 41 54 -48 -36 -38 -56 -51 50 50 -50 -50
Benin -17 56 -43 42 -30 -05 -47 57 -56 -43 -29 -29 -29 -29 -29
Burkina Faso -17 -21 -31 -69 -44 -34 51 -74 -104 -78 -67 -55 -42 -30 -30
Cambodia -16 -06 -03 -08 07 30 -34 -71 41 -50 -35 -31 -29 -28 -32
Cameroon -41 42 59 47 -24 32 32 -30 -18 -08 -06 -03 -07 -1 11
Chad -42 -44 19 -02 19 -02 21 -16 5.1 7.0 45 4.3 6.0 47 5.1
Congo, Democratic Republic of the 00 -04 -05 1.3 00 -20 -14 -09 -16 -15 -25 =31 -30 -34 -38
Congo, Republic of -107 -178 -156 -59 56 47 12 1.8 66 48 5.1 35 33 43 5.8
Cote d’Ivoire -16 20 -30 -33 -29 -22 54 48 -67 -51 -40 -30 -30 -30 -30
Ethiopia 26 -19 -23 -32 -30 -25 -28 -28 42 -35 -30 -30 -30 -30 -30
Ghana -78 40 67 -40 -68 -75 -174 -121 99 -73 -84 -73 59 53 54
Guinea -32 -66 -01 -21 -11 -03 31 -17 -07 -23 -24 -24 -25 -26 -22
Haiti -36 -15 0.0 02 -1.0 -21 24 -26 -22 -18 -18 -18 -21 -22 -25
Honduras -29 -08 -04 -04 02 0.1 -47 =341 0.7
Kenya -58 67 -75 -74 -69 -74 -81 -71 -60 -52 -44 -39 -39 -40 -39
Kyrgyz Republic -31 -25 -58 -37 -06 -0.1 -33 08 -13 38 42 42 43 45 45
Lao PD.R. -31 56 49 55 -47 -33 56 -13 -16 -34 -34 33 35 -29 -29
Madagascar 20 -29 -11 -21 13 -14 -40 -28 -68 -30 -33 -43 -39 -46 -48
Malawi -31 42 -49 52 -43 -45 82 -86 -104 -78 -80 -72 59 -50 40
Mali 29 -18 -39 -29 47 17 54 -48 -48 -48 43 36 -30 -30 -30
Moldova -6 -19 -15 -07 -09 -15 -53 -26 -33 60 46 -38 -34 -31 -27
Mozambique -99 -67 -51 -20 -56 0.1 -54 36 52 -48 -31 -21 -2 -05 0.5
Myanmar -3 28 -39 -29 34 -39 56 -110 -52 -48 -50 -50 -45 40 -38
Nepal 1.3 0.6 12 -27 -58 50 -54 -40 -33 -45 -41 -35 -27 -24 -25
Nicaragua -12 -15 -18 -18 -30 -03 -22 -12 -20 -11 07 -02 0.1 01 01
Niger -61 67 -45 41 -30 -36 48 59 69 -53 41 30 -30 -30 -30
Nigeria 24 38 -46 54 43 -47 56 60 55 -53 54 56 58 6.0 -6.1
Papua New Guinea -63 -45 -47 -25 -26 -44 -89 -68 -54 -43 -39 -23 -2 0.0 0.2
Rwanda -39 -27 -23 -25 -26 51 -95 -70 65 -54 61 42 -34 -30 -29
Senegal -39 37 -33 -30 37 -39 64 -63 -61 -49 -40 -30 -30 -30 -30
Sudan 47 39 -39 61 -79 -108 59 03 -21 24 26 26 27 27 -27
Tajikistan 08 -20 -90 57 -27 -21 -43 07 14 25 25 -25 -25 -25 -25
Tanzania -29 32 -21 12 19 -20 25 -34 33 -29 -26 -25 25 -25 -25
Uganda -27 25 -26 -36 -30 -48 -75 -75 -58 -41 -33 -32 -20 -28 0.5
Uzbekistan 19 -03 0.7 1.1 20 -03 -33 46 -39 -29 -29 -28 -28 -29 -29
Vietnam -50 -50 -32 -20 10 -04 -29 -34 -25 -33 -31 -29 -25 -23 -20
Yemen -41 87 -85 49 -78 59 49 10 -18 -22 -02 00 -08 -18 -20
Zambia -54 -89 57 -75 -83 94 -138 -81 -79 -63 -67 55 59 37 -29
Zimbabwe -1 -18 66 -106 -54 09 08 -22 -21 30 -22 -22 -22 22 -22

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions™ in text).

Note: For country-specific details, see “Data and Conventions” in text and Table D.
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Table A18. Low-Income Developing Countries: General Government Primary Balance, 2014-28

(Percent of GDP)
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Average -19 -25 23 -22 17 -19 -32 -28 -23 -24 -20 -19 -18 17 -16
0il Producers -16 31 37 41 -25 -29 33 -33 23 -26 -26 -26 -26 27 -26
Asia 20 -23 -17 17 13 -16 -27 -27 20 -30 -26 -25 -23 -21 -19
Latin America -24 07 -02 -01 -04 01 -26 -17 -01 13 -11 -06 -05 -04 -05
Sub-Saharan Africa -22 -28 -29 -28 20 -20 36 -31 -26 -19 -16 -15 -14 15 -14
Others -04 -18 -16 -21 17 -28 32 -20 -24 25 -22 20 -20 -21 -22
Afghanistan -17 -13 02 -06 17 -0 -22
Bangladesh -09 -16 -16 -26 -25 37 -30 -16 -21 -38 -33 -33 -33 -33 -32
Benin -14 50 -34 -28 -14 i1 27 35 -37 -27 11 12 12 -13 -3
Burkina Faso -1.1 -5 -22 60 -33 21 -38 -57 -85 59 -49 -34 -20 -07 -06
Cambodia -13  -03 01 -05 10 33 30 67 -38 -47 31 -28 -25 -23 -27
Cameroon -37 -39 52 -39 -15 -22 -23 -20 -09 0.3 0.5 0.8 0.3 0.0 0.0
Chad -36 -27 0.1 13 30 0.8 30 -04 6.6 8.3 5.5 5.5 6.7 5.3 5.6
Congo, Democratic Republic of the 0.3 -01 -02 1.6 04 -18 -12 -06 -12 -12 -21 -26 25 -28 -29
Congo, Republic of -106 -172 -136 -43 75 7.8 0.1 4.1 9.2 75 7.8 6.3 6.2 7.1 8.3
Cote d’Ivoire -07 -09 -17 -20 -16 -08 -36 -29 -45 -25 -5 -07 -08 -09 -10
Ethiopia -22 -15 -18 -28 -25 -20 -24 -22 -35 -29 -23 -22 -21 -7 -7
Ghana -3.3 09 -15 12 -14 -20 -112 -48 -238 0.1 0.6 1.0 1.0 1.0 1.0
Guinea 22 57 09 -2 -03 02 -24 12 01 -16 -16 -15 -16 -17 -13
Haiti -34 14 0.2 03 -08 -18 -21 -23 -19 -16 -16 -16 -19 -20 -23
Honduras -2.6 0.0 0.2 02 08 08 -38 -21 1.3
Kenya -34 42 46 42 -34 38 -42 -31 -17 -06 0.4 0.6 0.6 0.7 0.8
Kyrgyz Republic 23 17 49 -29 04 08 -23 00 -02 -28 -30 -26 -23 -22 20
Lao PD.R. -24 48 40 -47 -35 -20 -41 03 0.0 0.3 0.3 0.2 0.2 0.1 0.1
Madagascar -15 -22 -04 14 -06 -07 -32 -22 -61 -20 -24 -33 -31 -39 -40
Malawi 00 -19 -18 24 -16 -15 50 -46 -56 -10 -07 0.0 1.0 14 1.8
Mali 23 -12 33 -20 -39 -07 -42 -35 -33 -32 -27 20 -14 14 -4
Moldova -1 -12 04 05 00 -07 -45 -18 -23 -42 35 -27 -23 20 -15
Mozambique -89 55 -27 10 -12 33 -23 09 -21 -16 0.0 0.8 15 2.0 26
Myanmar -0.1 -16 26 -15 -16 24 40 -89 25 22 -23 24 -18 13 -1
Nepal 1.8 0.9 15 -24 -54 -45 47 -33 -24 -33 -28 -23 -6 -13 -14
Nicaragua -09 11 12 -09 -19 09 -1.0 00 -08 0.0 0.3 0.7 1.1 1.1 0.9
Niger -58 63 38 -34 21 26 38 48 56 40 -29 17 -18 -18 -18
Nigeria -5 27 34 41 26 30 35 36 27 30 -30 -30 -30 -29 -28
Papua New Guinea -46 28 -28 -04 -02 -19 62 44 33 -22 -2 0.3 1.4 2.6 2.0
Rwanda =3.1 -8 -13 -15 -14 38 79 52 44 32 41 24 18 15 -16
Senegal 26 -21 16 11 17 -19 -44 43 -39 27 -18 07 -07 -06 -06
Sudan -39 -32 35 56 -77 -106 59 -02 -20 -20 -20 -20 -20 -16 -22
Tajikistan 14 -5 -83 52 -16 -12 -34 02 -06 -18 -18 -19 -19 =22 -24
Tanzania -16 1.7 -06 04 -02 -03 -09 -18 -17 -11 -06 -05 -05 -05 -05
Uganda -5 11 -06 15 12 -27 52 -46 -26 -09 -04 -07 03 -1.8 1.3
Uzbekistan 18 -04 0.6 09 16 -05 -34 -48 41 31 -29 -27 27 -27 -28
Vietnam -37 -34 -6 -04 05 10 15 -22 -13 -23 -20 -18 -14 12 -08
Yemen 15 -26 32 47 -78 57 -28 03 -06 -1.0 0.8 08 -01 -3 -15
Zambia -32 60 -22 -35 -35 -25 -78 -20 -16 0.2 0.6 1.3 1.1 2.0 2.2
Zimbabwe -04 -09 -60 97 -44 -05 09 17 -20 -28 -21 -21 -21 -21 -21
Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: “Primary balance” is defined as the overall balance, excluding net interest payments. For country-specific details, see “Data and Conventions” in text and Table D.
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Table A19. Low-Income Developing Countries: General Government Revenue, 2014-28

(Percent of GDP)
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Average 157 142 137 142 148 145 138 143 147 149 150 152 153 152 152
0il Producers 128 82 61 72 92 86 74 81 98 99 94 91 88 85 83
Asia 158 155 150 149 153 149 143 144 141 145 148 151 154 155 156
Latin America 19.9 206 218 214 209 212 197 205 204 199 204 208 210 211 212
Sub-Saharan Africa 143 123 117 128 133 131 123 131 137 139 139 138 137 136 134
Others 214 181 172 172 207 203 192 205 224 215 223 230 233 235 237
Afghanistan 237 246 282 271 306 269 257 ... ... ... ... e
Bangladesh 91 82 84 81 89 81 85 94 87 88 93 97 103 102 102
Benin 126 126 111 136 136 141 144 141 139 144 151 156 159 163 168
Burkina Faso 192 183 186 192 198 199 191 203 21.0 206 206 205 205 207 21.3
Cambodia 201 196 208 216 237 268 239 216 221 220 230 234 235 235 236
Cameroon 16.0 158 143 145 155 154 134 140 161 155 153 152 152 154 154
Chad 178 140 124 146 153 142 211 168 217 247 212 210 216 199 1938
Congo, Democratic Republic of the  17.3 159 135 113 109 107 90 138 172 168 165 165 169 168 159
Congo, Republic of 37.8 235 260 224 249 265 219 249 313 209 293 283 279 283 281
Cote d'lvoire 136 145 146 148 147 147 146 155 147 158 162 166 172 172 172
Ethiopia 149 154 156 147 131 128 117 110 85 89 94 97 100 102 104
Ghana 132 146 131 136 141 150 141 153 156 172 179 184 187 187 187
Guinea 170 152 160 153 149 147 139 136 131 132 138 145 149 153 152
Haiti 110 113 107 99 101 80 75 82 80 88 89 93 96 97 98
Honduras 247 252 270 265 264 258 234 253 251
Kenya 177 171 179 178 175 170 167 167 174 176 179 179 180 181 184
Kyrgyz Republic 354 356 331 333 325 325 308 332 385 345 346 345 344 343 343
Lao PDR. 219 202 160 163 162 154 130 150 149 151 151 151 151 150 150
Madagascar 106 102 124 128 130 139 124 112 136 146 153 153 151 148 144
Malawi 152 154 148 158 150 148 145 151 140 165 175 167 169 166 17.0
Mali 174191 183 201 156 215 205 216 199 207 210 219 222 224 226
Moldova 318 300 286 303 307 305 314 320 335 326 314 318 321 320 321
Mozambique 304 260 239 271 258 299 275 279 292 286 278 280 286 274 262
Myanmar 225 214 196 179 176 163 160 131 132 139 142 145 148 150 153
Nepal 179 182 201 209 222 224 222 237 235 216 229 236 248 255 254
Nicaragua 233 238 249 255 246 276 269 293 270 263 264 264 266 264 264
Niger 175 175 149 154 182 180 175 184 150 178 194 198 199 201 202
Nigeria 109 73 51 66 85 78 65 73 88 89 85 82 79 77 716
Papua New Guinea 208 183 161 159 177 163 147 150 158 171 166 170 171 173 175
Rwanda 236 239 229 226 238 231 239 246 252 232 237 237 240 242 240
Senegal 192 193 207 195 189 203 202 194 207 213 223 234 235 238 244
Sudan 88 85 61 67 89 78 48 95 101 101 104 105 107 106 107
Tajikistan 284 299 297 281 282 268 248 270 275 282 262 266 268 270 272
Tanzania 144 140 148 154 147 147 143 144 150 153 156 159 161 160 16.0
Uganda 108 126 124 127 132 135 139 141 149 153 158 168 182 190 202
Uzbekistan 268 243 240 235 268 268 255 259 294 270 276 283 287 290 294
Vigtnam 177 192 191 196 195 194 184 184 183 182 184 186 189 192 195
Yemen 236 107 76 35 64 73 68 83 109 83 106 129 127 118 117
Zambia 189 188 182 175 194 204 203 223 208 220 221 223 223 226 228
Zimbabwe 193 187 170 181 149 108 133 154 160 156 156 156 156 156 156

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table D.
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Table A20. Low-Income Developing Countries: General Government Expenditure, 2014-28

METHODOLOGICAL AND STATISTICAL APPENDIX

(Percent of GDP)
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Average 188 180 175 178 180 180 187 190 189 191 190 190 190 189 188
0il Producers 157 127 114 125 133 131 127 138 148 147 143 143 141 141 140
Asia 192 193 182 180 181 179 186 187 176 190 190 191 192 191 19.0
Latin America 227 218 224 220 219 218 231 231 212 218 219 220 222 222 224
Sub-Saharan Africa 176 164 162 172 172 171 180 186 189 183 180 178 177 176 174
Others 230 212 197 195 226 233 228 228 251 244 249 254 258 261 263
Afghanistan 254 259 280 277 289 280 279 ... . . . . . . .
Bangladesh 117 115 116 122 130 136 133 13.0 126 145 144 148 153 152 152
Benin 142 182 154 178 166 146 191 199 195 187 180 185 188 192 197
Burkina Faso 209 204 217 261 242 232 243 278 313 284 273 261 248 237 243
Cambodia 217 203 211 224 230 238 273 286 262 270 264 266 264 263 268
Cameroon 201 201 202 192 180 187 166 169 180 162 16.0 155 159 164 164
Chad 220 183 144 149 133 143 190 184 166 177 167 168 156 152 147
Congo, Democratic Republic of the 17.3 163 139 100 109 127 104 146 188 183 19.0 195 199 203 197
Congo, Republic of 486 413 415 284 192 218 231 231 247 251 242 248 247 240 223
Cote d’Ivoire 152 165 176 181 176 169 200 203 214 209 201 196 202 202 202
Ethiopia 175 173 179 180 161 154 145 138 127 124 124 127 130 132 134
Ghana 210 186 199 176 209 225 315 274 256 245 264 258 246 240 241
Guinea 202 217 161 173 160 150 170 153 138 156 162 169 174 179 175
Haiti 146 127 106 98 111 101 99 108 102 106 107 111 117 120 124
Honduras 276 260 274 269 262 257 280 284 244
Kenya 234 238 253 252 245 244 248 239 235 228 223 219 219 222 223
Kyrgyz Republic 385 381 389 370 331 326 341 339 399 383 388 387 387 388 388
Lao P.D.R. 250 258 209 218 209 188 186 163 165 184 185 185 186 18.0 179
Madagascar 126 130 135 149 144 154 164 140 203 176 186 195 19.0 194 192
Malawi 183 195 197 21.0 194 193 227 237 244 243 255 239 229 216 210
Mali 200 209 223 229 203 231 259 264 247 255 2563 255 252 254 256
Moldova 334 319 301 310 315 320 367 346 368 386 36.0 356 355 351 3438
Mozambique 403 327 290 291 313 298 329 315 344 334 310 300 298 278 257
Myanmar 238 242 234 208 210 203 216 241 184 186 192 195 193 191 19.1
Nepal 16.6 177 190 236 28.0 273 276 277 268 261 269 271 275 280 279
Nicaragua 246 2563 268 273 276 278 291 306 290 273 271 267 265 264 265
Niger 236 242 194 195 212 216 224 243 219 231 235 228 229 231 233
Nigeria 134 110 98 120 128 125 121 133 143 142 139 138 137 137 137
Papua New Guinea 271 228 209 184 203 207 235 218 212 214 205 193 182 173 173
Rwanda 275 266 251 251 264 282 334 316 317 286 298 279 274 271 2638
Senegal 231 229 240 225 226 242 266 257 269 262 263 264 265 267 274
Sudan 135 124 100 128 168 187 107 98 122 126 129 131 133 133 134
Tajikistan 275 319 387 338 309 288 292 276 289 307 287 291 293 295 297
Tanzania 173 172 169 166 166 167 168 178 183 182 182 184 185 185 185
Uganda 136 151 150 163 162 183 214 216 207 194 191 201 202 218 197
Uzbekistan 249 246 233 224 248 271 287 305 334 299 305 311 315 319 323
Vietnam 228 242 222 215 205 198 213 219 207 215 214 215 214 215 214
Yemen 278 194 16.1 84 143 132 117 93 127 105 108 129 134 136 137
Zambia 243 276 239 250 277 298 341 304 287 283 289 278 282 263 256
Zimbabwe 204 205 237 287 203 117 125 175 181 185 178 178 178 178 178
Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions™ in text and Table D.
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FISCAL MONITOR: ON THE PATH TO POLICY NORMALIZATION

Table A21. Low-Income Developing Countries: General Government Gross Debt, 2014-28
(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average 311 353 387 413 417 428 484 484 482 483 468 458 449 442 432
0il Producers 207 246 290 313 324 339 390 402 409 412 408 412 418 423 429
Asia 3.0 367 372 369 369 370 392 410 415 423 420 418 415 41.0 403
Latin America 288 308 320 328 348 376 427 415 415 389 396 396 402 393 405
Sub-Saharan Africa 273 328 371 402 416 431 496 508 515 507 486 473 463 453 442
Others 386 440 513 657 677 708 906 749 632 644 622 581 546 545 521

Afghanistan 8.7 9.2 8.4 8.0 7.4 6.1 74 ... o o o o o o o

Bangladesh 287 282 277 283 296 320 345 356 391 421 424 428 431 433 436

Benin 223 309 359 396 411 412 461 503 524 528 516 504 495 487 474

Burkina Faso 249 311 335 332 382 420 449 482 543 580 602 613 613 601 589

Cambodia 319 312 291 300 284 282 344 359 365 375 388 397 404 412 416

Cameroon 207 316 321 365 383 416 449 468 464 428 404 385 375 372 368

Chad 382 425 500 487 484 523 541 559 504 437 401 364 330 310 288

Congo, Democratic Republic of the 157 160 188 185 148 148 167 163 146 11.0 9.0 7.2 5.8 46 3.6

Congo, Republic of 423 742 905 944 770 840 1121 1079 996 965 892 89 817 767 702

Cote d’lvoire 267 292 311 326 353 375 463 509 568 633 606 573 551 537 516

Ethiopia 442 507 531 552 584 558 539 538 464 376 333 309 298 291 285

Ghana 501 539 559 57.0 620 583 723 796 888 987 928 916 904 886 868

Guinea 352 444 430 419 393 386 475 406 334 300 301 303 288 286 284

Haiti 208 217 216 189 215 254 220 256 250 203 199 199 204 212 2238

Honduras 350 383 394 413 424 429 527 503 500 . s s s S S

Kenya 413 458 504 539 564 591 678 670 679 666 654 641 627 611 595

Kyrgyz Republic 536 671 591 588 548 516 676 595 535 530 529 537 545 556 57.1

Lao PD.R. 535 531 545 572 606 69.1 760 924 1285 1230 1199 1158 1122 1081 104.1

Madagascar 378 441 403 401 429 4.0 512 523 570 531 520 522 531 546 56.0

Malawi 335 355 371 403 439 453 548 616 701 722 694 666 635 604 56.6

Mali 269 307 360 3.0 375 407 469 507 532 541 549 554 555 56.0 56.7

Moldova 350 424 392 349 318 288 36.6 331 335 345 367 369 369 369 349

Mozambique 643 874 1262 1041 106.7 99.0 1200 1072 761 1028 1031 1014 978 829 67.6

Myanmar 352 364 383 385 404 388 393 655 639 613 633 654 673 665 652

Nepal 276 257 250 250 311 340 433 440 438 478 488 498 502 500 499

Nicaragua 287 289 309 338 374 414 477 476 460 445 450 454 465 468  46.1

Niger 221 299 328 365 395 405 450 513 511 525 494 481 472 467 463

Nigeria' 175 203 234 253 277 292 345 365 380 388 39.0 403 415 423 431

Papua New Guinea 269 299 337 325 367 402 487 521 492 480 476 467 435 405 393

Rwanda 283 324 366 413 449 498 656 666 644 671 711 707 689 67.0 629

Senegal? 424 445 475 611 615 636 692 732 750 731 699 693 690 690 650

Sudan 844 932 1099 1495 186.7 2003 2750 1879 1276 151.1 166.4 1632 1604 1732 157.7

Tajikistan 279 350 422 463 466 435 498 425 346 323 313 312 311 310 289

Tanzania 3.1 392 398 407 405 391 398 421 416 401 385 372 361 350 340

Uganda 248 285 310 336 349 376 463 506 508 502 492 477 454 4.0 367

Uzbekistan 6.1 6.7 82 193 196 285 371 354 343 339 329 315 302 288 271

Vietnam 436 461 475 463 435 408 413 393 371 363 354 346 338 329 313

Yemen 489 571 753 840 895 946 985 851 735 687 571 442 363 331 306

Zambia 339 619 580 634 752 944 1402 1108 ... e e e e e e

Zimbabwe 423 480 499 741 510 823 844 598 928 1023 1000 909 835 836 727

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).

Note: For country-specific details, see “Data and Conventions” in text and Table D.

1Debt includes overdrafts from the Central Bank of Nigeria and liabilities of the Asset Management Corporation of Nigeria.

2From 2017 onward, Senegal data include the whole of the public sector, whereas before 2017, only central government debt stock was taken into account.
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Table A22. Low-Income Developing Countries: General Government Net Debt, 2014-28
(Percent of GDP)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Average

0il Producers

Asia

Latin America

Sub-Saharan Africa

Others

Afghanistan

Bangladesh

Benin

Burkina Faso

Cambodia

Cameroon 191 276 305 333 359 395 430 454 450 41.0 387 368 358 355 353
Chad

Congo, Demaocratic Republic of the

Congo, Republic of

Cote d’Ivoire
Ethiopia 396 458 492 513 547 518 503 505 439 358 320 299 289 284 279
Ghana 453 498 509 519 607 546 682 748 839 939 830 868 856 837 820
Guinea

Haiti

Honduras

Kenya 348 397 475 481 508 541 630 638 650 654 649 638 607 593 579
Kyrgyz Republic

Lao P.D.R.

Madagascar

Malawi

Mali 19.7 231 300 311 341 346 404 437 492 488 484 484 486 490 497
Moldova

Mozambique

Myanmar

Nepal

Nicaragua
Niger 172 259 295 323 366 367 410 451 459 478 458 452 449 448 4438
Nigeria' 13.8 1569 190 209 235 255 341 364 377 386 389 401 413 422 430
Papua New Guinea

Rwanda

Senegal

Sudan

Tajikistan

Tanzania

Uganda

Uzbekistan

Vietnam

Yemen 480 562 736 819 8.0 911 944 824 715 669 557 431 354 323 299
Zambia

Zimbabwe

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table D.

1Debt includes overdrafts from the Central Bank of Nigeria and liabilities of the Asset Management Corporation of Nigeria. The overdrafts and government deposits at the Central Bank of
Nigeria almost cancel each other out, and the Asset Management Corporation of Nigeria debt is roughly halved.
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IMF EXECUTIVE BOARD DISCUSSION OF THE OUTLOOK,
MARCH 2023

The following remarks were made by the Chair at the conclusion of the Executive Board’s discussion of the
Fiscal Monitor, Global Financial Stability Report, and World Economic Outlook on March 30, 2023.

xecutive Directors broadly agreed with staff’s
assessment of the global economic outlook,
risks, and policy priorities. They considered
that the persistence of high inflation in many
countries and recent financial sector stresses increase
the challenges to global economic prospects and leave
policymakers with a narrow path to restore price
stability, while avoiding a recession and maintaining
broad financial stability. In addition, Directors gener-
ally concurred that many of the forces that shaped
the world economy in 2022—including Russia’s
war in Ukraine and geopolitical tensions, high debt
levels constraining fiscal responses, and tighter global
financial conditions—appear likely to continue into
this year. In this context, they expressed concern that
the medium-term growth projections for the global
economy remain the lowest in decades.

Directors agreed that risks to the outlook have
increased and are tilted to the downside. They noted
that core inflation could turn out more persistent than
anticipated, which would call for even tighter mon-
etary policies. They also emphasized that recent stresses
in the banking sector could amplify with contagion
effects, pockets of sovereign debt distress could become
more widespread as a result of wider exchange rate
movements and higher borrowing costs, and the war in
Ukraine and geopolitical conflicts could intensify and
lead to more food and energy price spikes as well as
further geoeconomic fragmentation.

Directors reiterated their strong call for multilat-
eral cooperation to help defuse geopolitical tensions
and respond to the challenges of an interconnected
world. They emphasized the criticality of multilateral
actions to safeguard the functioning of global finan-
cial markets, manage debt distress, foster global trade
and reinforce the multilateral trading system, ensure
food and energy security, advance with the green and
digital transitions, and improve resilience to future

pandemics. Most Directors also agreed that fragmen-
tation into geopolitical blocs could generate large
output losses, including through effects on foreign
direct investment, and especially affecting emerging
market and developing economies; a few Directors
empbhasized the need to build resilience and diversifi-
cation in supply chains. Noting that many countries
are contending with tighter financial conditions, high
debt levels, and pressures to protect the most vulner-
able segments from high inflation, Directors stressed
the need for multilateral institutions to stand ready to
provide timely support to safeguard essential spending
and ensure that any crises remain contained. They also
stressed the importance of improving debt transpar-
ency and of better mechanisms to produce orderly debt
restructurings—including a more effective Common
Framework—in cases where insolvency issues prevail.
In this context, Directors encouraged the newly estab-
lished Global Sovereign Debt Roundtable to become
an effective venue for solving coordination impedi-
ments in debt restructuring operations.

Directors agreed that policy responses—monetary,
fiscal, and financial—differ across countries, reflecting
their own circumstances and exposures. For most econ-
omies, they generally considered that policy tightening
is necessary to durably reduce inflation, while standing
ready to take appropriate actions to mitigate financial
sector risks as needed. Directors also emphasized that
structural reforms remain essential to improve produc-
tivity, expand economic capacity, and ease supply-side
constraints. They acknowledged that many emerging
market and developing economies face tougher policy
choices, as rising costs of market financing, higher food
and fuel prices, and the need to support the recovery
and vulnerable populations can pull in different direc-
tions, necessitating a difficult balancing act.

Directors agreed that central banks should main-
tain a sufficiently tight, data-dependent monetary
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policy stance to durably reduce inflation and avoid a
de-anchoring of inflation expectations. At the same
time, they called on policymakers to stand ready to
take strong actions to restore financial stability and
reinvigorate confidence as developments demand. With
respect to the future path of monetary policy, Directors
stressed that clear communication about policy reac-
tion functions and objectives and the need to further
normalize policy would help avoid unwarranted mar-
ket volatility.

Directors stressed that fiscal and monetary policies
need to be closely aligned to help deliver price and
financial stability. They emphasized that tighter fiscal
policy is needed to help contain inflationary pressures,
making it possible for central banks to increase interest
rates by less than otherwise, help contain govern-
ments’ borrowing costs, and ease potential tradeoffs
between price and financial stability. At the same time,
Directors agreed that fiscal restraint should be accom-
panied by temporary and carefully targeted measures
to protect the most vulnerable segments. Given the
heightened uncertainty, they generally concurred that
fiscal policy should remain flexible to respond if risks
materialized. To tackle the elevated debt vulnerabilities
and rebuild fiscal buffers to cope with future crises,
Directors called for credible medium-term fiscal frame-
works, while also cautioning against relying on high
inflation for public debt reduction. In low-income
developing countries, they stressed the need for further
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efforts to increase tax capacity, given the importance of
addressing heightened debt vulnerabilities, protecting
the poorest, and advancing the Sustainable Develop-
ment Goals.

Directors commended the decisive responses by
policymakers to stem recent financial instability. They
noted that the recent stress in the banking sector
has highlighted failures in internal risk-management
practices with respect to interest rate and liquidity risks
in some banks, as well as supervisory lapses. Against
this backdrop, Directors stressed the importance of
closely monitoring financial sector developments,
including in nonbank financial intermediaries (NBFIs);
improving banking regulation, supervision, and resolu-
tion frameworks; and a swift and appropriate use of
available policies, including macroprudential policies,
if further vulnerabilities materialize, while mitigating
moral hazard. Directors noted that NBFIs play an
important role in financial markets and are increas-
ingly interconnected with banks and other financial
institutions. In this context, many Directors considered
that the provision of central bank liquidity to NBFIs
could lead to unintended consequences. In the event
that liquidity provision to NBFIs should be needed
to address systemic risks threatening the health of the
financial system, Directors emphasized that appropriate
guardrails, including robust regulation and supervision,
should be in place and that progress in closing regula-
tory data gaps in this sector remains vital.
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