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Financing for Development

Capital account
Tax justice, illicit financial flows, international law on capital flight
Regional payment systems and international currency hierarchy
More SDRs

Current account

Energy transition and multipolarity
Commodity clubs and terms of trade
Exit investor-state arbitration (ISDS)



Tax justice, illicit
financial flows,
international law on
capital flight



Illicit financial flows

Sustamable Development Goal 16.4.1

“Total value of inward and outward IFFs in current USD per year”
Dollar-denominated because dollar-centered, US bank-centered

Is “total” the aggregate (then duplicated) or consolidated (then zero)?
Each G South outflow is a G North inflow

Only considers “flows”, but cumulative issue is the “stock” or
“cumulative flows”.



Centralization of payments = liquidity dependence
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Centralization of payments = liquidity dependence

Cook & Soramaki (2013)

Commercial counterparties



Megabanks: main creators of international liquidity

Category Megabanks

JP Morgan Chase
CitigroupgDeutsche BankgHSBC

Bank of AmericapBankieRChinay B arclayspBNPPafbasiGoldman
SachsgindustriarancCommercialBankorChina BimitedyMitsubishi
UFJ FGRMElISTEargo

Agricultural Bank of China, Bank of New York Mellon, China
Construction Bank, Credit Suisse, Groupe BPCE, Groupe Credit
Agricole, ING Bank, Mizuho FG, Morgan Stanley, Royal Bank of
Canaday SantandergiSociéete GéneralegiStandard CharteredgSiate
Street, Sumitomo Mitsui FG, UBS, Unicredit Group

Sources: BIS G-SIB, Wedlif]sl=Ige



IMF ignores the privatization of reserves (or
does it pretend to?)

. International Investment Position
. Illiquid States, liquid elites

- 5 examples: Argentina, Ukraine, Ecuador, Egypt, Ghana



Argentina:

Elites’ foreign liquid assets = 53.1% of GDP
Official reserves = 3.5% of GDP

Table 11. Argentina: International Investment Position, 2018-2023

In millions of US dollars

In percent of GDP

2018 2019 2020 2021 2022 2023 Q3 2018 2019 2020 2021 2022 2023 Q3
Net IIP 65,630 113,155 121,925 122,247 116,019 81,522 126 25.7 32.1 254 185 12.5
Direct Investment -30,362 -27,630 -44,386 -57,438 -71,878 -91,778 -5.8 -63 -11.7 -119 -115 -14.1
Equity and Investment Fund Shares -6,626  -4,697 -12,505 -25150 -31,951 -40,342 -1.3 -1.1 -33 -5.2 -5.1 -6.2
Debt Instruments -23,735 -22,933 -31,881 -32,288 -39,927 -40,735 -4.5 -5.2 -8.4 -6.7 -6.4 -6.3
Portfolio Investment -52,404  -2,548 11,641 18,685 25,970 19,670 -10.0 -0.6 3.1 39 4.1 3.0
Equity and Investment Fund Shares 22,433 31,840 37,919 47,267 35,911 28,237 43 7.2 100 9.8 5.7 43
Debt Securities -74,838 -34,388 -26,278 -28,581 -9,940 -8,567 -14.3 -7.8 -6.9 -5.9 -1.6 -1.3
Financial Derivatives -1,296 -543 -128 -397 -339 -339 -0.2 -0.1 0.0 -0.1 -0.1 -0.1
Other Investment 83,906 99,028 115411 121,735 117,667 130,896 16.1 22.5 30.4 253 18.7 20.1
Other Equity 3,074 3,223 3,364 3,520 3,684 3,870 0.6 0.7 09 0.7 06 0.6
Debt Instruments 80,832 95,805 112,047 118215 113,983 127,025 15.5 21.7 29.5 24.5 18.2 19.5
Reserve Assets 65,786 44,848 39,387 39,662 44,598 23,073 126 102 104 8.2 71 35
Assets 377,521 397,180 399,135 417,768 424,777 416,187 72.2 90.1 105.1 86.7 67.7 63.9
Direct Investment 42,228 42,828 40985 42452 44,832 47,169 8.1 97 108 8.8 71 72
Equity and Investment Fund Shares 42,228 42,828 40985 42452 44,832 47,169 8.1 97 108 8.8 71 72
Debt Instruments 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0
Portfolio Investment 60,789 69,294 70,388 80,693 73,550 70,921 1.6 157 185 167 117 10.9
Equity and Investment Fund Shares 33,370 39,500 41,676 51,600 41,512 41,461 6.4 9.0 11.0 107 6.6 6.4
Debt Securities 27,419 29,794 28,712 29,093 32,038 29,460 5.2 6.8 7.6 6.0 5.1 4.5
Financial Derivatives 13 " 17 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0
Other Investment 208,705 240,198 248,358 254961 261,795 275,024 399 545 654 529 417 422
Other Equity 3,074 3,223 3,364 3,520 3,684 3,870 0.6 0.7 0.9 0.7 0.6 0.6
Debt Instruments 205,631 236,975 244,994 251,441 258,111 271,154 394 538 645 522 411 416
Reserve Assets 65,786 44,848 39,387 39,662 44,598 23,073 126 102 104 8.2 71 3.5
-
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https://www.imf.org/-/media/Files/Publications/CR/2024/English/1ARGEA2024001.ashx

Ukraine:

Elites’ foreign liquid assets = 88% of GDP
Official reserves = 17% of GDP

Net International Investment Position
(In billions of USD)
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https://www.imf.org/-/media/Files/Publications/CR/2023/English/1UKREA2023003.ashx

Ecuador:

Elites’ foreign liquid assets = 47% of GDP
Official reserves = 8% of GDP

lIP Composition

(In percent of GDP)
100

I DI assets Porfolio assets B Other investment assets
I FDI liabilities [ Portfolio liabilities [ Other investment liabilities
[ Reserve assets ot ||P
50
0
-50
-100
I'.. : 2018 2019 2020 2021 2022
(]
.|||'ll' Sources: Central Bank of Ecuador and IMF staff calculations.

Source: IMF


https://www.imf.org/-/media/Files/Publications/CR/2022/English/1ECUEA2022002.ashx
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https://www.imf.org/-/media/Files/Publications/CR/2023/English/1EGYEA2023001.ashx

Ghana:

Elites’ foreign liquid assets =
Official reserves = 3% of GDP

Foreign Assets and Liabilities: Position and Trajectory

Background

The external assets and liabilities position deteriorated in 2022. Although external debt
remained virtually flat at 48 percent of GDP in 2022, gross foreign exchange reserves fell from
9.9 in 2021 to 2 percent of GDP (0.7 months of prospective imports) on the back of large capital
outflows, difficulties in rolling over central bank FX liabilities and reserve drawdowns,
suggesting a weaker external financial asset-liability balance (Ghana does not report NIIP
statistics).’

The external position improved in 2023H1 and is expected to strengthen further over the
medium term. Gross reserves have increased in the first half of the year to reach 3.1 percent of
GDP, equivalent to 1.0 month of prospective imports, on the back of a stronger current account
and lower FX interventions. Over the medium term, gross reserves are projected to continue
increasing to reach 9.2 percent of GDP in 2027, equivalent to 3.5 months of prospective
imports, while external debt is projected to follow a downward path—after peaking at 55.6
percent of GDP in 2024—to hover around 53 percent of GDP in 2027, reflecting lower financing
needs as the fiscal consolidation and growth-enhancing structural reforms start bearing fruit.
The ongoing external debt restructuring should bring external debt further down.

1 Gross reserves refer to headline official reserves, excluding foreign assets held by Ghana Petroleum and Stabilization Fund
and encumbered and pledged assets as per IMF-supported program definition.

External Sector Statistics: The Balance of Payments Office (BPO) of the Research Department
of the BOG is responsible for the compilation and dissemination of balance of payments and
International Investment Position (lIP) data for Ghana. Ghana participated in the external
sector module of EDDI and has benefited extensively from technical assistance in developing
and undertaking enterprise surveys of cross-border financial flows and stocks (Foreign Assets
and Liabilities Survey (FALS)), with a view to improve the quality of balance of payments
statistics and IIP statistics. However, there are still some challenges with the collection and
dissemination of private sector flows and the timeliness of the data. Next steps include
working with STA on the development of the quarterly survey of cross-border flows. Despite
the progress achieved in improving the data sources and compilation techniques, substantial
work is still needed to strengthen existing, develop new, data sources to improve the accuracy
and reliability of the current, capital, and financial account and enhance the IIP's timeliness.
The International Transactions Reporting System (ITRS) should be made a reliable data source
to the extent possible and be used at its full potential and as a cost-efficient way to receive
information for the current, capital, and financial account. ITRS reporting is being revised to
ensure that it serves as: (i) a broad indicator of BOP current, capital, and financial account
transactions; and (ii) a data source for transactions of which direct reporting is not feasible.
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https://www.imf.org/-/media/Files/Publications/CR/2022/English/1ECUEA2022002.ashx

IMF Articles of Agreement: Article VIII.2.b

ARTICLE VIII

General Obligations of Members

Section 1. Introduction

In addition to the obligations assumed under other articles of this
Agreement, each member undertakes the obligations set out in this
Article.

Section 2. Avoidance of restrictions on current payments

(a) Subject to the provisions of Article VII, Section 3(b) and Article We need d

XIV, Section 2, no member shall, without the approval of the Fund,

impose restrictions on the making of payments and transfers for current reverse FAT CA

international transactions.
/ (b) Exchange contracts which involve the currency of any memba
and which are contrary to the exchange control regulations of that mem-
ber maintained or imposed consistently with this Agreement shall be
Emenforceable in the territories of any member. [n addition, members
may, by mutual accord, cooperate|in measures for the purpose of mak-
ing the exchange control regulations of either member more effective,

Y provided that such measures and regulations are consistent with this
greement.




. IMF Articles of Agreemeent - VIII.2.b

Make capital flight deposits non-enforecable
Reverse FATCA and repatriation of assets via central banks
Improve IMF external sector assesment and projections: capital account



The 2021 SDR Allocation

2021 SDR Allocation by IMF Geo

More SDRs for Latin Americaand the Caribbean:
An Effective Tool in an Era of Multiple Crises

raphic Grouping

Geographic grouping SDRs UsD Percentage

Total 456.5 650.2
Advanced Economies 280.3 399.2
Emerglnlg and Developlng 176.2 250.9
Economies

Emerging and Developing 59 9 844

Economies Asia ' ' .

Emergmg and Developing 29.9 426 .6_6%

Economies Europe

Latin America and the

Caribbean 36.2 5.5  [J7.9%

Middle East and Central Asia 34,7 49.5  |J7.6%

Sub-Saharan Africa 16.1 22.9 I3.5%

Note: The exchange rate used for conversionis1SDR =1.42426 USD, in force at August 2021 when the allocation

occurred.

Source: Analysis by the authors based on IMF data.



IMF ok’d SDR use for

fiscal purposes
(vaccines)

IMF, Aug 13,2021

SDR allocations: COVID-19 vaccine
purchase example

Step 1: Allocation of SDRs

The IMF allocates SDRs. Country A receives an amount

in proportion to its share in the IMF.
Country A

£¥
%sSDRs‘y%‘
€

Step 2: Trade SDRs for currency

Country A can exchange its SDRs with Country B for
foreign currency reserves.

Country A Country B

SDRs %
% £¥€5¥

Step 3: Acquire vaccines

Country A can then use these foreign currency reserves
to purchase vaccines.

Country A

£¥€5¥ %
% Vaccines

INTERNATIONAL MONETARY FUND IMF.crg/SDR




SDRs for debt relief

Improve external position (reduce need for FX debt)

Improve fiscal position (reduce need for public debt)
Legal and accounting arrangements for fiscal use of SDRs

Can be used to directly settle obligations with the IMF
Thus are a form of debt relief

If used, principal need not be paid
At an exaggerated 5% SDR rate, “principal” attritions after 20 years

Accounting controversy
- Equity (BPM5) vs liability (BPM6)
IMF (debt statistics) vs IMF (DSA)
DSA: only net interest should be counted as liability,

but its present value would be zero or negative due to the fact that the
discount rate is higher than SDR rate.



SDRs are not foreign debt

BPM6 CHANGES IN TREATMENT OR CLASSIFICATIONS

IIP Items

BPMS5 International Investment

Standard Components and Additional
Detail

Items in italic are supplementary

BPM6 International Investment Position:
Standard Components and Selected Other Items

Remapping

Items in italic are supplementary

Special drawing rights (AF12)

Reserve-related liabilities (memorandum item)

Comments on Change in Treatment or Clarification

* In BPM6, the allocation of SDRs to IMF members is recorded as an incurrence of a liability;
see BPM6 8.50. In BPMS, the allocation of SDRs is not recognized as a liability; see BPMS
440.

16 and Box 6.5.

BPM6 6.115 - 6.1

> Preferably assets and liabilities reported separately, but otherwise a net figure for liabilities less assets, included, by convention, under assets.

*° If available for publication.

*7 Assets and liabilities combined and reported as a net figure for assets less liabilities, included under assets.

440. SDRs are international reserve assets created by
the International Monetary Fund to supplement other
reserve assets that are periodically allocated to IMF

are not considered liabilities of the Fund, and IMF
members to whom SDRs are allocated do not incur

ve (JUOLA

actual (unconditional) liabilities to repay SDR
llocations. The Fund determines the value of SDRs

daily by summing, in U.S. dollars, the values—which

are based on market exchange rates—of a weighted

basket of currencies. The basket and weights are
subject to revision from time to time. SDRs can be
used to acquire other members’ currencies (foreign
exchange), to settle financial obligations, and to extend
loans. Changes in the SDR holdings of monetary
authorities can arise through (i) transactions involving
SDR payments to or receipts from the Fund, other
participants in the SDR Department of the Fund, or
other holders or (ii) allocation or cancellation.
Transactions such as those enumerated under (i) are
included in the balance of payments; allocations or
cancellations are not entered in the balance of
payments but are reflected in the international

investment position. tinyurl.com/bpmSbpm6




Spend less energy on (failed) SDR
debt

Spend less energy on macro-
modification of initial allocation

SDRS. of SDRs
regressive allocation,
progressive use

We need a new
issuance of SDRs



Per Capita 2021 SDR Allocation

More SDRs for Latin America and the Caribbean:
An Effective Tool in an Era of Multiple Crises

Per Capita 2021 SDR Allocation, All Member Countries

The map illustrates the per capita distribution of the 2021 SDR allocation across IMF member countries.
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Note: Forillustrative purposes,a maximum of USD 400 perinhabitant is established in the color palette, although the range is greater.
Source: Analysis by the authors based on IMF and World Bank data.



Per Capita Active Use of 2021 SDR Allocation

pita Active USE of 2021 SDR Allocation, All Member Countries

The map illustrates the all types of active use of SDRs per capita of the 2021 SDR allocation across IMF member countries.
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Note: For illustrative purposes,a maximum of USD 40 per inhabitant is established in the color palette, although the range is greater.
Source: Analysis by the authors based on IMF and World Bank data.

More SDRs for Latin Americaand the Caribbean:
An Effective Tool in an Era of Multiple Crises



Active Use Rates of 2021 SDR Allocation by IMF Geographic

Grouping

Estimated active use during the two following years after the SDR issuance, between August 2021 and August 2023,

Used to Obtain
Foreign Currency
CountrieswithAt  or IMF Used for Fiscal

Geographic grouping Least1Use Payments* Support*
Total (95 0f 190) 50% I5% B 2.8%
Advanced Economies (10f 36) |2.89% |0.5% 0%
1Egr;:;*rgmg and Developing Economies (94 of .12.2% -33.2%
Sub-Saharan Africa (41 of 45) ;s
Latin America and the Caribbean (19 of 32) B 14.3%
Emerging and Developing Economies Asia (14 o .
of 30) |1~6 o - 25.3%
Emerging and Developing Economies Europe .l1°f I5"+%
(70f16) = . :
Middle East and Central Asia (13 of 31) 5.0

Note: (*) SDR use is expressed as percentage of SDRs allocated to the corresponding grouping.
Source: Analysis by the authors based on IMF data, official documents, and specialized articles.

More SDRs for Latin Americaand
the Caribbean: An Effective Tool
inan Eraof Multiple Crises



Per Capita Active Use of 2021 SDR Allocation

Active Use of SDRs for External Needs, Per Capita GDP, and Size o

2021 SDR Allocation

@ Low-Income Countries @ Middle-Income Countries (@ High-Income Countries

200%

Use for External 20%
Needs 2021SDR Allocation (Percentage 8%
of Total) 2%

150

ol
100 [ $oge’

50

° Per capita GDP
iy -~ AX ] -%.’. - o . ‘
0 20,000 30,000 40,000 50,000 60,0 70,000 80,000 90,000 100,000 110,000

Note: Active use for external needs includes SDR use to obtain foreign currency and meet IMF payments; it is expressed
as apercentage of the 2021 allocation at the country level; per capita GDP in current USD by 2020 retrieved from IMF's
World Economic Outlook; country classification by income corresponds to 2021 classification according to the World
Bank.

Source: Analysis by the authors based on IMF and World Bank data, official documents, and specialized articles.

More SDRs for Latin Americaand the Caribbean:
An Effective Tool in an Era of Multiple Crises



Active Use of SDRs for Fiscal Support

More SDRs for Latin Americaand the Caribbean:
An Effective Tool in an Era of Multiple Crises

Active Use of SDRs for Fiscal Support, Per Capita GDP, and Size of

2021 SDR Allocation

@ Low-Income Countries @@ Middle-Income Countries @ High-Income Countries

200%

Use for Fiscal . 20
Support 2021 SDR Allocation (Percentage P
of Total) 2
150
100 ety ¢ oy -
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Note: Active use of SDRs for fiscal support is expressed as a percentage of the 2021 allocation at the country level; per
capita GDP in current USD by 2020 retrieved from IMF’s World Economic Outlook; country classification by income
corresponds to 2021 classification according to the World Bank.

Source: Analysis by the authors based on IMF and World Bank data, official documents, and specialized articles.



SDR Rechannelling has failed

Rechannelling is a euphemism for more debt

Makes no sense from creditor side
CB asset not fiscal asset
Asset-liability mismatch due to accounting methodology
SDR loan means drop in liquid external assets, local currency loan doesn’t
Yield has to be above SDR rate, with local currency can be concessional
Pledges are not effectively materialized

RST + PRGT only $6.5 billion after 3 years

More debt, more conditionality!
We need a new issuance of SDR



MDB Jubilee: SDR donations for debt relief

- 26% of rich countries’ is enough to strike out
of the entire world’s debts to IMF and its trusts

- 33% of rich countries’ unused SDRs is enough to strike out
of the entire World Bank IDA loan portfolio

SDR interests payments derived from donations can be covered by
the rest of the unused SDRs, by ODA or by a new issuance of SDRs

- Also: rich countries unused SDRs can subsidize interest rate caps
for variable rate MDB loans



Energy transition and
multipolarity



Energy transition and multipolarity

. Critical minerals

« Clubs
« No investor-state arbitration (ISDS)



Energy transition and multipolarity?

Columbia Center

v
on Sustainable Investment
‘ ' A INT CENTER OF COLUMBIA LAW SCHOO
Al COLUMBIA CLIMATE SCHOOL

Australia, Canada, Estonia, Finland,
France, Germany, India, Italy, Japan,

the Republic of Korea, Norway, Sweden,
the UK, U.S., and the EU

AboutUs  Our Focus v

Our Team~¥  Resources & Publications

Events ContactUs Blog Giving

Critical Minerals ISDS Cases : As of March 2024

Year Host State
2024 Mexico
2023 Mongolia
2023 Mexico
2023 Ethiopia
2023 Mexico
2023 Panama
2023 Panama
2023 Panama
2022 Chile
2023 DRC

2023 DRC

2023 DRC
2023 DRC

2023 DRC
2023 Panama
2023 Mexico
2023 Liberia
2023 Australia
2022 Panama
2022 Ecuador
2022 DRC
2022 DRC
2022 Mexico
2022 Ecuador
2022 Greenland and Denmark
2021 Mauritania
2021 Congo
2021 Congo
2021 Tanzania
2021 Mexico
2020 Peru
2020 Peru
2020 Zambia
2020 North Macedonia

2020 Tanzania

Home State of Investor
Canada

Canada

United Kingdom
Australia and Netherlands
China

Canada

South Korea

Canada

Taiwan

Australia

Australia

Australia
Australia

Australia
Canada
Canada
Switzerland
Singapore
Canada
Chile
Australia
Australia
United States
China

China
Canada
United Kingdom
Mauritius
Canada
Canada
United States
Netherlands
Canada

India

United Kingdom

Critical Mineral
Silver

Copper and Nickel
Lithium

Lithium

Lithium

Copper

Copper

Copper

Lithium

Lithium

Lithium

Lithium
Lithium

Lithium

Copper

Silver, Lead, and Zinc
Iron Ore

Iron Ore

Copper

Copper

Lithium

Lithium

Silver

Silver

Rare Earth Elements
Copper

Iron Ore

Iron Ore

Rare Earth Elements
Silver

Copper

Copper

Copper

Lead and Zinc

Nickel



Thank you.




