

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Costs of Sovereign Defaults: Restructuring Strategies and the Credit-Investment Channel

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			58 Pages
		
		

		Posted: 14 Apr 2020
		
		
		
	

	
		
			
			




	See all articles by Tamon AsonumaTamon Asonuma
International Monetary Fund (IMF) Strategy Policy and Review Department
Marcos Chamon
International Monetary Fund (IMF) - Research Department
Aitor Erce
UPNA
Akira Sasahara
Keio University


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: February 21, 2020

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Sovereign debt restructurings are associated with declines in GDP, investment, private sector credit and capital flows. The transmission channels and associated output and banking sector costs depend on whether the restructuring takes place preemptively, without missing payments to creditors, or after a default has occurred. Post-default restructurings are associated with larger declines in GDP, investment, private sector credit and capital inflows than preemptive restructurings. The adverse effects from a restructuring are stronger in countries with larger banking sectors, consistent with a â€œcredit-investment channelâ€�. 
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