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IMF lending in brief



IMF Lending Facilities

❖ Loans to countries with actual or potential balance of payments problems.

❖ IMF does not lend for specific projects, as do development banks

❖ Typically used to rebuild reserves, pay for imports, restore conditions for 
growth. Can also be used for budget support.

❖ Lending instruments tailored to specific needs—short vs. longer-term 
problems; immediate financing needs or precautionary; LIC vs other.

❖ Non-concessional lending includes Stand-by Arrangements (SBA), 
Extended Fund Facility (EFF), and precautionary facilities (FCL, PLL)

❖ Concessional lending facilities for LICs.

❖ IMF first in line for repayment 

Trivia quiz

Which country was the first recipient of IMF financing?

❖ France

❖ Argentina

❖ United Kingdom

❖ Ghana



Answer: France, in May 1947

IMF lending at a glance



The process

❖ Inception. Member country makes a request for financial assistance

❖ Blueprint. Area department staff assess underlying problems and 
outline key elements of a program in a briefing paper

❖ Internal review process. Review departments and management sign off.

❖ Negotiation. Agreed program—policies, financing and conditions— a 
compromise between staff and authorities. Reflected in country 

memorandum (MEP) and specific targets and policies

❖ Board approval. Based on Staff Report approved by Management

❖ Monitoring. Regular reviews based on conditions and broader 
assessment of policies. Time for program adjustments to be made.



These guys again....

Programs: Typical starting points

❖ Fiscal crisis: Unsustainable debt and/or financing needs

• Lack of access to financial markets

❖ External crisis: Low/rapidly declining international reserves

• Incompatible macro and exchange rate policies

• Sudden stop/reversal of capital inflows

❖ Financial sector crisis: sheet vulnerabilities

❖ Limited policy options: Countercyclical monetary/fiscal policy 
not feasible, tradeoff between XR and interest rate



Conditionality

❖ Countries agree to follow policies to overcome problems that led it to seek 
financial assistance.

❖ Conditions must be macro-critical

❖ Conditions also aim to ensure repayment—revolving nature of Fund.

❖ Compliance ensured via reviews and evaluated on basis of prior actions, 
quantitative criteria and structural benchmarks.

❖ Quantitative targets (PCs) typically include measures of fiscal deficit, domestic 
credit (NDA) by central bank.

❖ Number and scope of structural conditions reduced since 2009. Structural PCs 
eliminated in 2009

❖ Waivers and adjustments common

A flexible framework



How much financing? Quotas and 
access 

What’s in a program staff 
report?

❖ Analysis of the country economy and imbalances 

❖ Case for program: Type, length, access, phasing

❖ Policy content of program—overall strategy and 
individual policies

❖ Letter of intent/Memorandum of Economic Policies
from country authorities

❖ Conditionality: Performance criteria, prior actions, 
benchmarks



Putting it all together
From Serbia 2014 Program Staff Report

Case study: Mongolia



The economic context: What 
were the problems?

Resource rich but not diversified



Impressive progress…at risk?

Boom and bust



Expansionary policies to cushion 
recession

• Slower growth led to 
lower revenue

• Higher discretionary 
spending and interest 

spending

• Cyclically-adjusted deficit 
up sharply

Fiscal deterioration 



Unsustainable debt path

Rising sovereign spreads



Currency under pressure

Enough reserves?



Emerging deflation

And high real interest rates



Bank challenges: Rising bad 
loans

Lending weak despite subsidies



Program design

Key elements of the program

❖ Three-year arrangement (EFF)

❖ Access of 314 million (US$434 million) or 435 percent of  quota (max under normal 
access)

❖ Substantial concessional lending from financing partners 

❖ Large fiscal adjustment to restore debt sustainability and stabilize external position 

❖ Fiscal reforms to ensure adjustment durable. Steps to strengthen safety net and protect 
the most vulnerable

❖ Market-determined exchange rate and prudent monetary policy—reserves buildup.

❖ Measures to strengthen banking regulation and BoM governance, recapitalize banks

❖ Structural reform to achieve sustained and inclusive growth— diversification, better 
business environment, increase FDI



As described here…

Program conditionality





Mongolia: Projections
under 

Program Policies

• Slightly negative growth 
this year, rising sharply 

from 2019

• MT inflation at 6.5 percent

• Primary surplus by 2020

• Rising credit growth

• Rising reserves coverage

• Public debt peaks in 2018



Ambitious upfront fiscal 
adjustment



Risks still significant 

Adjustment realistic?

2/ Compared with all AEs and EMs with debt greater than 60 percent of GDP, 1990-2011



Fully-funded program

Access and phasing



Is it working?

What has happened so far?

❖ Growth stronger than expected—commodities prices, 
China demand, global growth up

❖ First review delayed on change in government

❖ First two reviews completed on December 15

❖ All quantitative PCs met

❖ Market reactions positive





Extra slides



Phasing of program financing

Critiques of Fund Programs

❖ Inadequate analysis, wrong policy advice

❖ “One size fits all”, not flexible

❖ Too much emphasis on adjustment vs. growth

❖ Not enough emphasis on who bears the burden

❖ Too intrusive,  not enough emphasis on ownership

❖ Moral hazard—wrong incentives for countries and lenders

Do the critiques hold water? Have they been addressed? 






