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COVID is the Largest Fiscal Shock Since WWII
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Fiscal Response is Adding to Fiscal Risks
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Expect Realizations of Existing Risks:
When it rains it pours

Source: Bova et al. (2016)

Contingent Liability Realizations by Year and Type
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Evaluating and Managing New Policies

• Rationale:

o What policy objectives?

o Alternative options?

• Costs

o Maximum exposure

o Expected cost

• Risk management & mitigation

o Central gatekeeper with clear accountability

o Regular review of developments

o Intra-government coordination

o Accountability and reporting

Provisions or budget space?
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Institutional Capacities Need Strengthening

• Maintain an up to date view of the public finances

o Heightened monitoring and forecasting

o Weekly fiscal developments

• Keep up to date costings

o Ensure costings are done and recorded

o Involve line ministries, and update as events evolve

o Clear Communication

• Remove barriers to spending

o Increase flexibility

o Identify low priority and lagging spending to offset

o Improve cash flow

• Manage Debt positions, market access and overall risk

• Ensure continuity of funding

• Use cash buffers, credit lines & multilateral lending facilities

• Track risks from forex & short term debt plus contingent liabilities
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Resources and Tools

• COVID-19 Special Series

• Identifying and Understanding Risk

o Fiscal Transparency Evaluation

o Fiscal Risk Assessment

• IMF’s 2016 Analyzing and Managing Fiscal Risk

o Fiscal stress test

o Fiscal Risk management toolkit

• Guidance for Specific Fiscal Risk

o Guarantees

o Natural Disasters

o State Owned Enterprises

o Balance sheet 

https://www.google.com/search?q=covid+special+series+imf&sourceid=ie7&rls=com.microsoft:en-US:IE-Address&ie=&oe=
https://www.imf.org/external/np/fad/trans/index.htm
https://www.imf.org/en/Publications/Policy-Papers/Issues/2016/12/31/Analyzing-and-Managing-Fiscal-Risks-Best-Practices-PP5042
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwj67KfF0qzqAhX5hXIEHbCTB2MQFjAAegQIBBAB&url=https%3A%2F%2Fwww.imf.org%2Fen%2FPublications%2FFiscal-Affairs-Department-How-To-Notes%2FIssues%2F2017%2F10%2F19%2FHow-to-Strengthen-the-Management-of-Government-Guarantees-45201&usg=AOvVaw2M_AjifovQkoBWpLJvZZI9
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwibisnU0qzqAhWiZDUKHWLRAxYQFjABegQICBAB&url=https%3A%2F%2Fwww.imf.org%2F~%2Fmedia%2FFiles%2FPublications%2FHowToNotes%2Fhowtonote1803.ashx&usg=AOvVaw1IZayW0K-BlC0lTPW0QhLm
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjxvZbh0qzqAhVUoXIEHV8aB3UQFjABegQIARAB&url=https%3A%2F%2Fwww.imf.org%2Fexternal%2Fpubs%2Fft%2Fhowtonotes%2F2016%2Fhowtonote1605.pdf&usg=AOvVaw1qOf6ploa7F879qt2xRpM7
https://data.imf.org/?sk=82A91796-0326-4629-9E1D-C7F8422B8BE6

