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DIRECTOR'S WRITTEN STATEMENT 

April 2021 

Following the most severe and synchronized contraction since World War II, the global economy has entered 

into a recovery, buoyed by unprecedented fiscal and monetary support and vaccinations. The short-term 

outlook is subject to large risks, however, including uncertainty about the effectiveness of vaccines to new 

strains of the COVID-19 virus. Further, many emerging markets and developing economies (EMDEs) have 

little prospect of access to widespread vaccinations before mid-2022. Low-income developing countries 

(LIDCs)—a sub-group of EMDEs—face an acute risk of long-term scarring, i.e., persistently lower potential 

output and a large increase in poverty. Urgent action from the international community is needed to prevent 

such an outcome, including by (i) helping ensure easier, more affordable and faster access to vaccines, (ii) 

increasing grants and concessional loans to allow LIDCs fund the most critical spending needs, and (iii) 

assisting countries that struggle with high public debt levels. Beyond policy priorities related to the Covid-19 

crisis, a redoubling of efforts is needed to reduce greenhouse gas emissions, and many EMDEs need access to 

more climate financing. The IMF is contributing to these efforts by inter alia scaling up concessional lending, 

providing debt service relief, supporting G20 initiatives to facilitate debt workouts, preparing a new general 

SDR allocation, and integrating climate change firmly into its surveillance framework. 

ECONOMIC OUTLOOK AND RISKS 

2020 was an 

exceptionally 

difficult year for 

the world 

economy. 

The global economy is emerging from one of the sharpest and most synchronized 

recessions in living memory. In the past 15 months, the COVID-19 pandemic has 

caused large losses of human lives, upended livelihoods, and interrupted economic 

activity, as countries imposed restrictions on mobility to combat the spread of the 

virus. Overall, the world economy shrank by 3.3 percent in 2020, the largest 

peacetime contraction since the Great Depression.  

The outcome would have been much worse, however, had governments and central 

banks not stepped in with unprecedented policy support, much of which has been 

targeted to benefit the most vulnerable households and firms. According to 

estimates in the World Economic Outlook (WEO), policy interventions lessened the 

pandemic’s impact on global growth by about 6 percentage points, thus preventing 

an even more catastrophic collapse in output. 

Vaccinations and 

policy support 

hold the prospect 

for a recovery in 

2021. 

The emergence of COVID-19 vaccines has provided a boost to public sentiment. 

With vaccinations underway in several parts of the world, in particular advanced 

economies, countries are cautiously beginning to ease restrictions. Short-term 

prospects are boosted further by the announcement of additional, sizeable fiscal 

support in the United States, the euro area and Japan (among other countries).  
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 Overall, the global economy is projected to grow at 6 percent in 2021—an upward 

revision of 0.8 percentage point compared to the forecast in the fall 2020 WEO—

before retreating gradually to 4.4 percent in 2022 and to a trend growth rate of  

3.3 percent in the medium term. Inflationary pressures have, in general, remained 

contained, reflecting significant slack in labor markets and modest (but rising) 

commodity prices. 

Exceptional 

uncertainty looms 

over the outlook.  

The recovery is subject to unusually large uncertainties. Should new virus variants 

emerge against which vaccines are less effective, renewed lockdowns and 

disruptions in economic activity are likely. These risks are exacerbated by the 

delayed availability of vaccinations in many EMDEs. The premature withdrawal of 

policy support could jeopardize the recovery. Extended unemployment, 

bankruptcies and supply network disruptions could damage production capacity by 

more than is currently factored in and could leave scars that undermine longer-term 

growth prospects. 

An important upside risk is the expedited production and rollout of vaccines. This 

could release pent-up demand more rapidly than is currently expected, possibly 

reinforced by fiscal support coming on-stream simultaneously. Such a synchronous 

expansion could trigger a reassessment of inflation expectations and higher 

sovereign bond yields, however, thus tightening financial conditions for EMDEs. 

Emerging markets 

and developing 

economies face  

an uphill battle... 

The recovery in EMDEs is expected to be slower than in advanced economies—

reflecting inter alia the delayed availability of vaccines—and to proceed at different 

speeds across countries. Overall, growth in EMDEs is projected at 6.7 percent in 

2021, compared to a contraction of 2.2 percent last year. Output is expected to 

remain significantly below the pre-COVID trajectory for an extended period. 

Recovery prospects between countries differ due to disparities in the severity of the 

pandemic, the relative importance of contact-intensive sectors, and the 

effectiveness of the policy response. China—which took effective containment 

measures, orchestrated a forceful public investment response, and provided ample 

central bank liquidity support—is expected to lead the recovery among EMDEs. At 

the other end of the spectrum are tourism-based economies that are expected to 

suffer from the anticipated slow normalization of cross-border travel. 

… with low-

income 

developing 

countries in an 

especially 

vulnerable 

position, 

reflecting inter 

alia high debt 

levels. 

Low-income developing countries (LIDC) are in a particularly vulnerable spot. Many 

LIDCs had to confront the pandemic with weak health care capacity, very limited 

fiscal space, and no access to market financing, generating an acute risk of long-

term scarring—i.e., lower potential output compared to the pre-pandemic 

trajectory. The G20-led Debt Service Suspension Initiative has temporarily eased 

constraints in several countries thus far, but debt vulnerabilities have increased 

regardless, reflecting deep recessions induced by the pandemic, corresponding 

large losses in government revenues, and pressing spending needs. At this juncture, 

IMF-World Bank debt sustainability assessments indicate that about half of LIDCs 

are in debt distress or at high risk of debt distress.  
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Real growth in LIDCs is projected at 4.3 percent in 2021, compared with zero growth 

in 2020. Hence, average growth in LIDCs is expected to be less than the global 

average, with growth per capita underperforming by about 3 percentage points. 

Income disparities between LIDCs on the one hand and advanced economies and 

emerging markets on the other are thus bound to increase further. 

Inequality within 

countries has 

increased 

The pandemic has also exacerbated inequality within countries, exacting 

disproportionately larger impacts on youth, women, the less educated, and workers 

in informal sectors. UNESCO, UNICEF, and the World Bank estimate that 49 days of 

school instruction were lost in 2020 on average, with 69 days lost in low-income 

countries. Learning losses were disproportionately greater for girls and for students 

from low-income households. 

POLICY PRIORITIES 

Rapid global 

distribution of 

vaccines is key. 

For the near term, the foremost policy priority remains bringing the pandemic 

under control and minimizing the loss of lives. This requires that health systems are 

adequately resourced, and vaccination efforts are ramped up across the world, 

ensuring adequate access for EMDEs at affordable prices. It is therefore critical to 

support the production, distribution and scaling up of vaccines, avoid vaccine 

protectionism, and bolster global support for the WHO’s COVAX initiative.  

LIDCs’ policy 

response needs to 

be calibrated to 

fiscal space.  

 

 

 

 

 

 

 

 

 

Support from the 

international 

community is 

critical to support 

development 

needs. 

Policy support for vulnerable households and businesses remains pivotal to avoid 

disorderly economic and social disruptions and to minimize scarring. Assistance 

should not be scaled back before infection rates are under control and the 

economic recovery is on a sound footing. 

In EMDEs—and especially LIDCs—policy interventions need to be calibrated to fiscal 

space, however. A short-term priority is to safeguard health and social spending for 

disadvantaged groups. As for the medium term, countries with high debt levels will 

need credible plans to boost revenues, improve spending efficiency, reinforce 

macro-fiscal frameworks, and strengthen debt management capacity and 

transparency. In many cases, this requires addressing weaknesses in tax systems, 

tackling illicit and tax-avoiding financial flows, fighting money laundering, and 

improving public financial management and governance. 

Many LIDCs remain heavily dependent on support from the international 

community, given weak health care capacity and limited fiscal resources. A 

significant scaling up of grant financing, concessional loans, and—in some cases—

debt relief is needed. IMF estimates suggest that low-income countries need an 

additional US$200 billion by 2025 to step up the response to the pandemic and an 

another US$250 billion to support development needs and accelerate income 

convergence with advanced economies. 
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Climate change 

requires urgent 

policy action. 

While prospects have improved for the COVID-19 pandemic to come to an end, 

another crisis is unfolding rapidly: climate change. Many countries are feeling its 

impact already through a higher frequency and intensity of natural disasters and 

other extreme weather events. LIDCs are often especially vulnerable to climate 

change and have less capacity to respond than other countries. 

Advanced economies and large emerging markets account for the bulk of 

greenhouse gas emissions. A redoubling of climate mitigation ambition is needed 

urgently, accompanied by better coordination of mitigation efforts across countries. 

Moreover, advanced countries need to make more financing available for LIDCs and 

other climate-vulnerable countries to help them tackle climate related challenges.  

At the individual country level, fiscal spending should, to the extent possible, be 

channeled into uses that promote a resilient, green, and inclusive recovery. For 

climate-vulnerable countries, this includes spending on adaptation and resilient 

infrastructure. For all countries, a priority is raising carbon prices—as part of a 

socially balanced package that includes transfers to vulnerable groups—and to 

invest in green infrastructure, such as improved transmission and distribution of 

electricity and climate-friendly transport infrastructure. 

IMF SUPPORT 

The IMF is 

exploring new 

ways to increase 

the resource 

envelope for its 

members, 

including a new 

SDR allocation. 

The immediate priority for the IMF remains assisting its members to overcome the 

COVID-19 crisis and its economic and social repercussions. Since the outbreak of 

the pandemic, the IMF has increased access to emergency financing and approved 

debt relief under the Catastrophe Containment and Relief Trust (CCRT). Specifically, 

since March 2020, the IMF has provided over $108 billion in new financing to 

86 countries, more than 50 of which are low-income countries, and about 

$740 million in debt service relief from the CCRT to 29 of its poorest member 

countries. At this juncture, IMF staff is analyzing options for scaling up concessional 

lending capacity to better support LIDCs throughout the crisis and beyond.  

Moreover, preparatory work for a new general SDR allocation is advancing, which 

would provide additional liquidity for IMF members. Voluntary reallocations of SDRs 

from countries with strong external positions to the most vulnerable members 

would usefully complement this initiative. Work has also started on the 16th General 

Review of Quotas, to be completed no later than December 15, 2023. 

The IMF is helping address debt vulnerabilities in LIDCs through several avenues. In 

cooperation with the World Bank, the IMF is supporting the G20 Debt Service 

Suspension Initiative, the G20 Common Framework for debt treatments and, more 

generally, is continuing to implement the multipronged approach to debt issues. 

The IMF has also been upgrading its analytical tools and policies to tackle debt 

problems. A new debt limits policy was approved by the Executive Board in 

November. A multi-year review of the IMF’s sustainability analysis for market access 
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countries was completed in January and will be rolled out at the end of the year, 

following training and outreach to country authorities.   

Capacity 

development and 

surveillance focus 

on pandemic 

responses and 

post-pandemic 

policy challenges. 

A focus of the IMF’s capacity development (CD) efforts is to strengthen countries’ 

revenue mobilization capacity, public financial management, governance 

frameworks, and financial system health. This will be key for rebuilding buffers, 

bringing debt under control after the pandemic, supporting the recovery, and 

building stronger institutions. CD delivery is tailored to countries’ needs during the 

pandemic through scaling up virtual and blended CD, modernizing training 

curricula, arranging peer-to-peer workshops and webinars, and expanding online 

learning.  

As countries navigate different stages of the pandemic, the IMF’s surveillance—

informed by Comprehensive Surveillance Review (CSR) that is about to be 

completed—will monitor emerging macroeconomic and financial risks and provide 

balanced advice tailored to country circumstances. The IMF is also developing 

strategies to engage with small and fragile states in a more targeted and granular 

manner. 

Climate change is 

becoming an 

integral part of 

IMF surveillance. 

The IMF stands ready to assist its membership with handling new macroeconomic 

policy challenges triggered by structural shifts in the global economy. One such 

shift is climate change. The CSR and the review of the Financial Stability Assessment 

Program (FSAP) contain strategies for integrating climate change firmly into 

Article IV and FSAP reports, respectively. In parallel, ongoing initiatives seek to 

bridge climate data gaps, promote financial disclosures, and to assess the 

macroeconomic and financial stability implications of climate shocks and the 

transition to a low carbon economy. Work is underway to analyze the cross-border 

impact of mitigation policies and to develop appropriate policy tools. The IMF is 

also looking for ways to scale up technical assistance and deepen policy advice on 

adaptation and resilience-building for climate-vulnerable countries. 

 Other priority areas include exploring the implications of digital money for the 

international monetary system and developing a cross-cutting agenda for 

addressing illicit and tax avoiding financial flows. The IMF will also review the 

Institutional View on the Liberalization and Management of Capital Flows and will 

continue to advocate for a durable resolution of trade tensions and strengthening 

of the rules-based multilateral system. Further, the IMF will continue to strive to 

enhance governance safeguards in its lending arrangements and review the 

implementation of the framework for enhanced Fund engagement on governance. 

Moreover, the IMF will continue to explore macro-relevant aspects of gender 

inclusion and inequality in its research and policy analysis. 

 




