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General Government Debt
(In percent of GDP)
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Long Term: Government Gross Debt—G7 and Advanced Economies
(PPP-weighted average, in percent of GDP)
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General Government Gross and Net Debt in G-7
Economies, 1950-2010 (in percent of GDP)

90
80 -

110
100

120 A

70

60 -
50
40 -
30
20

0102 0102
G002 G002
0002 0002
G661 G661
0661 0661
G861 G861
7))
0861 0861 o
]
G/61 G/61 ©
wid
0.6l o6l | D
8 G961 5961 M
c 0961 | > 096L| | 4=
o geel| | 6O ssel| | S
LL = =
r T T T T T T T T Om@F r T T T T T T O@O—« r T T T
S8RB8BLY8KES"- I 88832 R ° 8 8 8 2 R
010¢ 0102
gooc G002
000¢ 0002
G661 G661
0661 0661 £
G861 G861 o
0861 ©
0861 o
G/61 G/61 c
y - —
© 06l | &= o6L| | X
T soel| | @® soeL| | O
© & Q
c 0961 | & 0961 | &=
3] Q c
gs61 G561
& o -
— — . _ 0S61 0S61 ) : r . .
o o o o o o o ot o o o o o o
g ¢ ® © ¥ « S83R8BLIyKS"® R & & ¢ »
0102
G002
0002
G661
0661
)]
k4 = G861
= 3 0861
(o) a G.61
m @ 0261
_._.u.. m_um G961 -
0961 ©
i G561 2
©
© 0561 -

250 A

200 A
150
100
50

0 -




General Government Expenditure in G-7 Econom

ies, 8 A

1950-2010 (In percent of potential GDP)
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Composition of Primary Expenditure Increase
1960-2007 (In percent of potential GDP)

Primary Expenditure Increase:
9.6 percentage points

Other: 1.8

Health care:

54
Pension: 2.4

Sources: OECD, Tanzi and Schuknecht (2000), WEO and IMF staff estimates. 6
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AR
Public Debt Will Keep Rising &

m A sizeable primary gap in 2010

= Impact of public debt on interest rates and
growth

m Pressure from pension and health care spending




Primary Fiscal Gap
(In percent of GDP)

14 - ® Primary Fiscal Gap

“ Gap to Reduce Debt Ratio

12 - to Prudent Levels by 2030

10 A

Japan United G7 United France  Canada Germany ltaly
States average Kingdom

Source: IMF Fiscal Monitor May 2010. 9



Impact of Public Debt on
Interest Rates and Growth

G-7 Economies

40 percentage
points of GDP
Increase in
public debt
(2008-15)

2 percentage

. points _ 0.6 percentage
increase in point decline in

real interest potential growth
rates

Source: IMF Fiscal Monitor May 2010.



The Effect of
Enacted Pension Reforms

Pension Expenditure

12 (In percent of GDP)
_ —10.3 percent of GDP,
10 ¢ 2030, excluding reforms
T 3.2 Demographic |
effects
8+t 8.1 percent of GDP, 2030,
including reforms
- 7.1 percent of GDP, 2010
6 -
4 +
2t
0

Sources: US Census Bureau (2009), European Commission (2009), and IMF staff estimates.
Note: Sample includes advanced-G20 economies. 11



Health Care Spending:

Impact of Better Quality and Higher Prices
(In percent of GDP)

Increase 2010-30:

SN United States 4.7 percent of GDP
EU-> 0.8 percent of GDP

4 -
CBO Projections
3 -
United States EU Commission,
2 Aging Report,
_ Baseline Projections
European Union
1 _

O -
1960 1970 1980 1990 2000 2010 2020 2030

Sources: European Commission, OECD, United States Congressional Budget Office, and IMF staff estimates. 12
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The Public Debt Spiral

General Government Net Debt
(In percent of GDP)

—Baseline scenario

2007 2011 2015 2019 2023 2027 2031 2035 2039 2043 2047 2050

Source: IMF staff estimates. 13



Five Principles for Fiscal Adjustment
Strategies

1. 1| 2.
Growth || Clear
friendly | actions with
structural | medium term
reforms || orientation

3. Stronger
fiscal
institutions

5. Equitable
adjustment

Focus on
spending

(but don't rule
out anything)

14



The Public Debt Spiral

General Government Net Debt

500 1 (In percent of GDP)
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Source: IMF staff estimates. 15
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