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Abstract 

Using a fair-value approach, the Congressional Budget Office estimates the cost of increasing the 

United States’ financial commitment to the International Monetary Fund (IMF). Although 

countries default much less often on the IMF than on other lenders, the fund still carries credit 

risk. By design, the IMF lends to countries experiencing significant macroeconomic challenges. 

Private markets often avoid those borrowers. Even when borrowing countries eventually repay 

loans that fall into arrears, the IMF still experiences a financial burden. The fund passes some 

costs of such defaults to members through a “burden sharing” mechanism that reduces the 

income that the United States and other creditors receive on their contributions. In addition, the 

United States has historically offered further support to help countries resolve their overdue IMF 

debts. CBO estimates the U.S. cost under current law by incorporating average default costs and 

market risk—which differs from the Office of Management and Budget’s assumption of 

negligible risk. For the U.S. contribution’s permanent component, the net present value cost is 

the discounted total of those annual costs in perpetuity. Results suggest that the fair-value cost 

for the United States is about 1.36 percent of its commitment to the IMF. That finding represents 

a one-time expense to cover the cost of the commitment in perpetuity. Sensitivity analyses show 

that factors such as borrowers’ income levels and the choice of discount rate affect the estimates. 

The IMF’s preferred creditor status, which effectively brings about a three- to four-notch credit 

rating uplift, helps keep overall risk relatively low. 

Keywords: International Monetary Fund, international finance, fair value, sovereign risk, fiscal 

exposure 

JEL Classification: F33, F34, H81, H83  



Notes 

Numbers in the text and tables may not sum to totals because of rounding. 

Unless otherwise specified, all dollar values are expressed in 2026 dollars and all years refer to 

calendar years.  
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Introduction 

This paper describes how the Congressional Budget Office estimates the budgetary cost of the 

United States’ commitment to contribute more financial resources to the International Monetary 

Fund (IMF). The IMF is a global financial organization with 191 member countries, tasked with 

promoting financial stability and addressing balance-of-payments crises. Member contributions 

and lines of credit support the fund’s activities. As the IMF’s largest contributor, the United 

States has a total current commitment of about $192 billion, including funds already contributed 

and a standby commitment to supply more funds up to the total commitment when needed. 

The IMF faces credit risk and passes costs on to member countries when countries borrowing 

from the fund fall into arrears on their obligations. The IMF benefits from its status as a preferred 

creditor. That is, borrowers typically make payments on IMF loans before any other obligations 

to private lenders or to other countries. Sometimes, though, borrowers do not make their 

scheduled payments on time, a situation referred to here as either a default or going into arrears. 

Borrowers almost always eventually repay the IMF, often with help from other countries, 

including the United States—that is why a “default” in the context of the IMF is akin to arrears 

for a private borrower and lender. However, the fund still faces credit risk and passes the cost of 

default on to members through a “burden sharing” mechanism, which reduces the remuneration 

that IMF contributors receive. Throughout history, the United States has borne additional costs—

direct financial assistance and loans—to help countries settle their overdue debts with the IMF. 

As required by statute, CBO projects the cost of the U.S. commitment to the IMF under current 

law by using a fair-value approach, which includes the estimate of the compensation private 

investors would require to take on the risk of that commitment. The agency’s approach differs 

from that of the Office of Management and Budget (OMB), which uses an “exchange of assets” 

view. That approach reflects an assumption of negligible risk for IMF commitments and ignores 

that the cost of defaulting on IMF loans is passed through to the United States. CBO’s estimate 

reflects the cost of U.S. participation in the General Resources Account (GRA), the main source 

of financing for the fund’s lending activities and the part of the commitment that carries credit 

risk. The agency’s estimate does not include the cost of other IMF activities, such as 

concessional lending through the Poverty Reduction and Growth Trust (PRGT). U.S. 

contributions to those other activities such as the PRGT are made through specific appropriations 

and have totaled $122 million in the last 10 years. The IMF also has funded programs by selling 

its gold holdings, an action that in the past has been undertaken with Congressional approval.1 

In CBO’s estimates, the fair-value cost is about 1.36 percent of the funds that the United States 

contributes or commits to contributing to the fund. That amount is equivalent to an up-front cost 

that covers the commitment in perpetuity. (The U.S. commitment to the IMF through a quota is 

 

1 See Office of Management and Budget, Budget of the Federal Government, Fiscal Year 2024: Appendix 

(March 2023), https://tinyurl.com/u9v7buv8; and International Monetary Fund, “IMF Executive Board Approves 

Limited Sales of Gold to Finance the Fund’s New Income Model and to Boost Concessional Lending Capacity” 

(September 2009), https://tinyurl.com/IMFpr2009. 

https://tinyurl.com/u9v7buv8
https://tinyurl.com/IMFpr2009
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permanent—a standing obligation under IMF membership.) That permanent commitment’s fair-

value cost is the sum of the discounted annual costs over perpetuity, expressed as an equivalent 

single payment today. The present value depends on the interest rate (known as the discount rate) 

used to translate future cash flows into current dollars. The fair-value cost includes both average 

default costs and the estimated cost of market risk, the financial risk remaining even after 

investors diversify their portfolios. Factors such as the incomes of borrowing countries and the 

discount rates applied to future cash flows influence the estimated cost. CBO’s estimates of those 

factors are subject to uncertainty—for example, changes in projections of interest rates. 

Background on the IMF 

Since the IMF was established in 1944, it has sought to promote financial stability among its 191 

member countries, including the United States. Through its various lending programs, the fund 

offers financial assistance to countries facing economic crises, particularly balance-of-payments 

problems. Those programs offer countries financing at lower interest rates than what private 

investors would charge, and the lending is conditional on implementing economic reforms to 

address the causes of financial instability and restore economic confidence. Although those 

reforms aim to improve borrowing nations’ economic performance, countries typically borrow 

from the fund when facing difficult economic circumstances. By design, the IMF lends to 

counterparties that often have no other source of credit. 

The IMF’s main lending programs are funded through the GRA, financed mainly by member 

countries’ quotas (financial commitments), and the PRGT, separately financed by donor 

contributions. The GRA offers member nations nonconcessional lending, whereas the PRGT 

offers low-income countries concessional loans with below-market interest rates and longer 

repayment periods. PRGT loans do not rely on quota-based financing, and their cost structure 

differs from that of GRA loans. The IMF also manages other lending programs, including the 

Resilience and Sustainability Trust, which supports long-term structural reforms. 

In 2009, the IMF shifted most lending to low-income countries from the GRA to the PRGT, 

whereas the GRA remains the main financing mechanism for middle- and high-income 

countries. That distinction is important for this paper’s analysis because borrowing countries 

using the PRGT are riskier than those with GRA-funded loans. The analysis focuses on the GRA 

because its lending performance determines how much compensation the United States receives 

for contributing more resources to the IMF. However, sections discussing IMF financial risk, 

arrears, and the overall structure of burden-sharing adjustments refer to PRGT lending. 

The quota-based GRA system is the foundation of the IMF’s financial structure. Countries 

deposit one-quarter of their quota with the fund and pledge the remaining three-quarters as a 

promissory note. The quota is measured in special drawing rights (SDRs), the IMF’s unit of 

account. The SDR’s value is based on a basket of five currencies: the U.S. dollar, euro, Chinese 

renminbi, Japanese yen, and British pound sterling. As of February 17, 2026, the SDR is worth 

about $1.377. 
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Figure 1.  

U.S. Commitment Sources by Category 

Billions of dollars 

 

 

 

 

Data source: International Monetary Fund. 

Amounts are converted from SDRs by using the dollar-to-SDR exchange rate as of February 17, 2026. 

GAB = General Arrangements to Borrow; NAB = New Arrangements to Borrow; SDR = special drawing right. 

 

The IMF can increase its lending capacity by drawing on two supplementary credit lines, the 

New Arrangements to Borrow (NAB) and the General Arrangements to Borrow (GAB). 

Although all member countries participate in the quota system, only some, including the United 

States, commit to the NAB and GAB to increase the fund’s lending capacity in times of need. 
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February 2026 of about $192 billion, consisting of $114 billion in quotas and $78 billion through 
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crisis, the G-20 agreed to expand IMF resources, and in 2009 the United States authorized a 

$7 billion quota increase and up to $100 billion in participation in the NAB through the 

Supplemental Appropriations Act, 2009 (Public Law 111-32). When the expanded NAB entered 

into effect in 2011, that authorization became an active U.S. obligation, with participation 

established at SDR 69.1 billion (about $95 billion). In 2016, the IMF implemented the 14th 
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Lending Arrangements. The IMF offers several lending arrangements. GRA-financed Stand-

By Arrangements offer short-term financial support to countries facing immediate liquidity 

needs and help stabilize their economies while their governments address fiscal and monetary 

imbalances. For countries with deeper, structural problems, the Extended Fund Facility, also 

under the GRA, offers longer-term support, allowing countries to tackle systemic weaknesses 

through economic reforms. 
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For low-income countries, the PRGT-financed Extended Credit Facility, Stand-By Credit 

Facility, and Rapid Credit Facility offer concessional lending with various policy conditions and 

repayment flexibility. The Resilience and Sustainability Facility, financed separately through the 

Resilience and Sustainability Trust, supports long-term structural reforms related to climate 

change, public health, and other global challenges. 

Lending Conditions. IMF lending is conditional on economic reforms for borrowing countries. 

For example, countries may have to implement policies that address fiscal deficits, improve tax 

collection, manage public expenditures, control inflation, and enhance governance. Those policy 

conditions are meant to lead countries toward improved stability and growth, enabling them to 

eventually meet their financial obligations. The IMF also offers technical assistance to improve 

countries’ public financial management systems—such as budgeting and resource allocation—

and strengthen institutional frameworks to enhance governance and accountability. 

IMF’s Decision-Making Process. The fund’s decision-making process is closely tied to its 

financial structure. Voting power is based on the size of each member’s quota, the main 

component of its financial commitment to the fund. With the largest quota, the United States 

holds substantial voting power, including a veto over major IMF decisions, such as changes to 

quotas or the authorization to sell the IMF’s gold reserves. Every five years, the fund reviews its 

quota system to allocate contributions on the basis of a range of factors, including the size of 

members’ economies. The most recent adjustment, agreed upon in 2010 and implemented in 

2016, nearly doubled the IMF’s total quotas to about $656 billion, making more resources 

available to lend. Each member government must ratify changes in the quota system. For the 

United States, ratification involves enacting legislation to make the resources available. 

U.S. Exposure to IMF Credit Losses 

The IMF’s preferred creditor status enhances the fund’s ability to recover funds and reduces risk 

of loss but does not eliminate that risk.2 Many borrowing countries have missed scheduled 

payments. For example, prolonged episodes of arrears have occurred in Sudan and Zimbabwe. 

Under the burden-sharing mechanism, when a borrowing country defaults, the IMF recoups the 

resulting cost in two ways. The fund reduces the remuneration it pays to contributing countries 

and raises the interest rate paid for future borrowing. In some years, burden-sharing adjustments 

have reduced the rate of remuneration to the United States by as much as 1 percentage point out 

of a remuneration rate that has varied from zero to just over 9 percent since 1984. The largest 

burden-sharing adjustment since 1984 occurred in July 1990, reducing remuneration rates by 

nearly 2 percentage points (see Figure 2). 

 

2 Although not established in law, the IMF’s preferred creditor status is widely observed. Rare exceptions exist, such 

as in 2015 when Greece went into arrears on its debt to the fund while continuing to pay other obligations, including 

Samurai bonds (yen-dominated bonds issued in Japan by foreign entities). 
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Figure 2.  

Interest Rate on Special Drawing Rights 

Percent 

 

Data sources: Department of the Treasury; International Monetary Fund. 

SDR = special drawing right. 

 

When countries in arrears eventually become current on IMF payments—usually with help from 

the United States or other member nations—the fund reimburses the United States and other 

members for the withheld remuneration, albeit without interest. Because those reimbursements 

come years or sometimes decades after the burden sharing occurs, the United States suffers a 

financial loss. The government must then borrow more from the public, resulting in an interest 

cost that is not recovered when the fund reimburses the forgone remuneration without interest. 

Adjustments to SDR rates paid to IMF creditor countries such as the United States reduced that 

compensation by about one-tenth, from 3.2 percent on average since 1984 to 2.9 percent after the 

adjustments. Thus, 10 percent of remuneration has historically been delayed and eventually 

reimbursed without interest. With the value of money and lack of interest factored in, those 

reimbursements lost about one-third of their value. 

Budgetary Treatment of the U.S. Commitment to the IMF 

The Supplemental Appropriations Act, 2009 (P.L. 111-32), requires CBO to calculate the 
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Consolidated Appropriations Act.3 The fair-value approach uses market prices to measure the 

cost of a government activity by estimating the compensation a private investor would require to 

take on the risks borne by the taxpayer. Under fair-value budgeting, the agency estimates costs in 

the budget as present values when the commitment is made rather than when cash flows occur. 

Fair-Value Approach. The fair-value cost includes both the expected cost of default—the value 

projected to occur on average—and the cost of market risk. The risk arises from shifts in 

macroeconomic conditions, such as productivity and employment, and from changes in 

expectations about those conditions. The government is exposed to market risk because, in a 

weak economy, borrowers default on debt obligations more often, with lower recoveries from 

borrowers. When the government extends credit, the market risk of those obligations is 

effectively passed along to taxpayers and beneficiaries of government programs who, in 

economic terms, are treated as investors and would view that risk as having a cost. 

Alternative Approaches. OMB’s approach to budgeting for the IMF differs from that of CBO, 

taking an exchange-of-assets view, under which the risk of loss on the U.S. commitment is 

deemed negligible and no losses are recorded. When the United States buys SDRs from the IMF 

with U.S. dollars, OMB treats that transaction as an exchange of assets of equal value. That 

approach omits the cost to the United States of delayed payments (defaults) on IMF loans that is 

passed through to the United States without compensation. Because OMB’s estimates serve as 

official records of the deficit, CBO uses them to record the cost of commitments already made. 

However, in CBO’s assessment, the risk of loss is not negligible, and the agency applies the fair-

value approach in its cost estimates of proposed legislation that would contribute more resources 

to the fund. 

An alternative approach that CBO used previously treated the U.S. Treasury as having an 

ownership stake in the IMF.4 The United States’ share of the IMF would be viewed as part of the 

government, with cash flows between the Treasury and the fund considered intragovernmental 

cash flows. That approach focuses on the unlikely event of dissolving the IMF and distributing 

its assets to members.5 Because the United States does not effectively control the IMF in the 

 

3 Before 2009, CBO recorded the entire amount as budget authority, even though having the entire commitment 

drawn was highly unlikely. 

4 Congressional Budget Office, The Budgetary Effects of the United States’ Participation in the International 

Monetary Fund (June 2016), p. 27, www.cbo.gov/publication/51663. 

5 CBO adopts a similar approach in its budgetary projections for Fannie Mae and Freddie Mac, which have been in 

federal conservatorship since September 2008. The agency treats the two government-sponsored enterprises as 

government entities in its budget estimates because, under the terms of the conservatorships, the federal government 

retains operational control and effective ownership of both entities. See Congressional Budget Office, Effects of 

Recapitalizing Fannie Mae and Freddie Mac Through Administrative Actions (August 2020), 

www.cbo.gov/publication/56496; Accounting for Fannie Mae and Freddie Mac in the Federal Budget (September 

2018), www.cbo.gov/publication/54475; and The Effects of Increasing Fannie Mae’s and Freddie Mac’s Capital 

(October 2016), www.cbo.gov/publication/52089. 

http://www.cbo.gov/publication/51663
http://www.cbo.gov/publication/56496
http://www.cbo.gov/publication/54475
http://www.cbo.gov/publication/52089
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same way as federal entities, and because such asset distributions would require legislative 

action, the updated CBO approach described in this report focuses on cash flows between the 

IMF and the Treasury. 

That alternative approach would have implications for what is reflected in the budget. Under 

CBO’s current approach, the agency records IMF’s credit losses as costs because they are passed 

on to the U.S. Treasury through burden sharing. Under the alternative approach, the United 

States’ share of the IMF’s credit losses would be estimated as a cost regardless of whether the 

losses result in burden-sharing adjustments to Treasury receipts. Under CBO’s current approach, 

an appreciation in the value of the IMF’s gold holdings does not in itself represent budgetary 

savings. Such appreciation would result in savings only if the gold caused the IMF to pause 

burden sharing on the view that the fund has enough resources to sustain losses without it. (So 

far, the IMF has not taken that view in response to recent increases in the value of gold.) Under 

the alternative approach, a substantial increase in the market value of the fund’s gold holdings 

would create savings for the budget. 

Current-Law Baseline. By statute, CBO estimates the cost of proposed legislation under a 

current-law measure under which the budgetary cost includes only measures specified in law and 

excludes the effects of any future legislative changes. Past Congressional action has affected the 

cost of the U.S. commitment to the IMF by authorizing more spending or allowing the sale of 

IMF gold reserves to help countries resolve their arrears. Once countries address their arrears, 

they reimburse the IMF, and the fund compensates the United States for prior burden-sharing 

adjustments, albeit without interest. A current-law measure of the U.S commitment to the IMF 

considers the cost in a situation in which the United States would offer no economic assistance to 

IMF borrowers beyond what lawmakers had already authorized. That measure would rule out a 

situation such as Sudan’s 2021 clearance of IMF arrears, in which the United States furnished a 

bridge loan and waived reimbursement of burden-sharing losses under authority granted in the 

Consolidated Appropriations Act, 2021 (P.L. 116-260). That assistance required new legislation 

and is thus unavailable under current law. Because the United States has veto power over major 

IMF decisions, the fund is presumed to operate within the limitations of Congressional 

authorization. An implication is that lawmakers would need to enable the fund to sell some of its 

gold reserves to cover losses or finance new initiatives. The IMF’s gold holdings are thus not 

part of the analytic framework in this report. 

Macroeconomic Feedback. The IMF’s activities may reduce the likelihood and severity of 

global economic and financial crises and avoid their spilling over into the U.S. economy. Those 

economic effects of the IMF’s activities have budgetary consequences beyond this paper’s scope. 

CBO’s estimates for the fund have generally not included macroeconomic feedback, also known 

as dynamic effects. Those effects might arise, for example, if contributing resources to the IMF 

resulted in a stabler world economy, and that in turn led to increased U.S. economic growth that 

fed back into the budget. 
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Related Literature 

This paper updates CBO’s previous report on the cost of the U.S. commitment to the IMF, 

drawing on research conducted by the U.S. Treasury, credit rating agencies, academic 

researchers, and the IMF. 

CBO’s 2016 Publication. The estimates in the agency’s 2016 report were based on assessments 

about the potential for a catastrophic scenario for the IMF: one that could occur but had never 

been observed.6 This paper updates that approach with estimates based on actual experience with 

IMF losses and the rates at which those losses were passed through to the United States. Though 

the two approaches lead to similar estimates for the cost of the U.S. commitment to the fund, 

CBO’s revised approach reflects the recognition that protracted arrears, though relatively 

uncommon, are part of the fund’s normal operations. The IMF has procedures for addressing 

arrears, and the United States incurs costs in such cases. This report estimates the budgetary 

effects under current law. 

Reports From the U.S. Treasury. Each year, the Treasury reports to lawmakers on the financial 

effects of U.S. participation in the IMF, including how participating affects the U.S. Treasury’s 

net interest costs.7 That report also emphasizes the fund’s role in promoting global economic 

stability and supporting U.S. economic interests. This paper builds on the Treasury’s findings by 

incorporating a broader data set that examines trends further in the past, to include episodes of 

protracted arrears and burden sharing.8 By doing so, CBO’s analysis offers a complementary 

perspective, focusing on realized costs and long-term financial risks associated with U.S. 

participation in the IMF. 

Reports on Multinational Organizations’ Preferred Creditor Status. The IMF is one of 

several multinational organizations that enjoy preferred creditor status. Others include the World 

Bank and development banks such as the African Development Bank, which lend to low- and 

middle-income countries to promote economic development. Borrowers have given those 

organizations preferred treatment in repayment, even though no preference exists for them in 

law.9 Although credit rating agencies such as Fitch and Standard & Poor’s assign credit ratings to 

 

6 See Congressional Budget Office, The Budgetary Effects of the United States’ Participation in the International 

Monetary Fund (June 2016), www.cbo.gov/publication/51663. 

7 The U.S. Treasury is responsible for managing the U.S. financial commitments to the IMF, including maintaining 

quota balances, facilitating transactions, and overseeing the financial implications of U.S. participation. See U.S. 

Department of the Treasury, Report to Congress on Financial Implications of U.S. Participation in the International 

Monetary Fund (2022), https://tinyurl.com/4we4j85f (PDF, 228 KB). 

8 Protracted arrears are those outstanding for more than six months. 

9 See Tito Cordella and Andrew Powell, “Preferred and Non-Preferred Creditors,” Journal of International 

Economics, vol. 132 (September 2021): 103491, https://doi.org/10.1016/j.jinteco.2021.103491. 

https://www.cbo.gov/publication/51663
https://tinyurl.com/4we4j85f
https://doi.org/10.1016/j.jinteco.2021.103491
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many multinational organizations that issue bonds to the public, those agencies do not assign 

credit ratings to the IMF because it does not issue such bonds. 

Research by rating agencies has shown that borrowers tend to default on loans from preferred 

creditors at slightly less than one-third the rate at which they default on private bondholders. 

That research also indicates that losses for preferred creditors are lower, in the range of 1 to 

15 percent of defaulted loans, than for sovereign bonds (40 to 50 percent).10 On the basis of the 

lower default rates, rating agencies raise the credit rating of preferred creditors above what 

would otherwise be indicated by the borrowers in their portfolio—that is, an uplift. 

Reports From Academic Researchers and the IMF. Academic researchers have focused on 

the IMF’s role in the financial system, including the fund’s mission to promote financial stability 

and avoid the contagion that occurs when one country’s financial instability spreads to another.11 

IMF-affiliated researchers also have documented and described the origins, progression, and 

resolution of protracted arrears. Several case studies yield insights into the economic and 

political conditions that lead to arrears, the policies and financial arrangements used to address 

them, and the outcomes of those efforts.12 When arrears are cleared, the fund publishes press 

releases describing the resolution process and the timeline for countries to regain access to IMF 

resources. This paper uses those reports to inform its analysis, categorize resolution methods, and 

quantify the financial implications for the United States. 

Overview of CBO’s Approach to Estimating 
the Cost of the U.S. Commitment to the IMF 

CBO’s approach to measuring the cost of the U.S. commitment to the IMF captures the cost of 

future burden sharing on a fair-value basis as the product of a set of factors (see Figure 3). 

 

10 Fitch Ratings, Sovereign Default to Supranationals: Low Default Rates to Supranationals Support Preferred 

Creditor Status (PCS), Special Report (April 2024), https://tinyurl.com/56hjdbnp. 

11 See International Monetary Fund, Global Financial Stability Report (October 2024), 

www.imf.org/en/Publications/GFSR. 

12 See James M. Boughton, “Carrots and Sticks: Safeguarding the Fund’s Resources,” in Boughton, ed., Tearing 

Down Walls: The International Monetary Fund, 1990–1999 (International Monetary Fund, 2012), Chapter 16, 

https://doi.org/10.5089/9781616350840.071. 

https://tinyurl.com/56hjdbnp
https://www.imf.org/en/Publications/GFSR
https://doi.org/10.5089/9781616350840.071
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Figure 3.  

Model for Estimating the Cost of U.S. Participation in the IMF 

 

 

 

 

 

 

Data source: Congressional Budget Office. 

CDS = credit default swap; IMF = International Monetary Fund; NPV = net present value; USG = U.S. government. 

 

The lending rate measures the share of IMF commitments that are on average lent out in a year 

and thus subject to credit risk. The rate is the ratio of the dollar amount of IMF loans outstanding 

divided by the total amount of commitments for all IMF members. 

The credit default swap (CDS) spread measures the risk of the fund’s borrowers, without yet 

considering the effect of the IMF’s preferred creditor status. CDSs insure investors against the 

cost of default on countries’ sovereign bonds, and the spreads measure the premium paid for that 

insurance. Thus, the CDS spread measures the cost of the fund’s exposure in a hypothetical 

situation in which the IMF holds a portfolio of bonds for the same countries that borrow from it 

through the GRA. However, because the cost is lower owing to the IMF’s status as a preferred 

creditor, CBO applies an adjustment for preferred creditor status. Specifically, the agency 

considers that the fund experiences a much lower default rate than a private creditor with the 

same borrowers. Losses are smaller when borrowers default on the IMF than on other creditors, 

and so the fund experiences larger recoveries. A default for the IMF is typically a prolonged 

period in which a borrower does not make payments, as opposed to the meaning in the private 

sector, in which a borrower does not pay a debt, such as with a home’s going into foreclosure 

and being seized by the lender. 

CBO applies two more adjustments to estimate the cost of the IMF’s commitments. The fund 

tends to lend in situations in which the cost of market risk is relatively high. Therefore, the 

agency applies an adjustment for correlation between the lending rate and the CDS spread 

to capture the fact that the IMF lends in scenarios of higher-than-average risk. Risky situations 

with a high CDS spread are precisely the kind for which countries tend to look to the IMF for 

financing. A second adjustment, the adjustment for U.S. burden share, equals the U.S. share of 

default costs in relation to the U.S. share of contributions to the IMF. 

The CDS spreads—after adjustments for preferred creditor status, correlation with the lending 

rate, and the U.S. burden share—yield an annual cost to the U.S. commitment per dollar of 

lending. That commitment is perpetual, meaning that it lasts forever. To get the value at the point 

of the commitment, the analysis applies a net present value (NPV) factor calculated based on 

U.S. Treasury rates, which calculates a single figure in present dollars for the U.S. commitment’s 

perpetual annual cost. 
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Lending and Interest Rates on Credit Default Swaps 

CBO uses IMF data to measure lending rates, uses data from Capital IQ to measure CDS spreads 

on IMF borrowers, and then calculates the correlation between the two. 

Lending Rate 

To measure the lending rate, CBO divided the IMF’s outstanding lending through the GRA by 

the total commitments of all countries on a quarterly basis and then took the average across 

quarters (see Figure 4). The lending rate has averaged about 8.3 percent since 2009.13 

Figure 4.  

IMF Lending, Commitments, and Lending Rates 

 

 

Data source: Congressional Budget Office, using data from the IMF. 

IMF commitments include member quotas, General Arrangements to Borrow, and New Arrangements to Borrow. 

The lending rate is the amount of outstanding lending through the General Resources Account divided by the total amount of commitments. 

IMF = International Monetary Fund; SDR = special drawing right. 

 

 

13 Lending rate data are limited to 2009 onward because earlier IMF data do not include borrowings from member 

countries. 
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Interest Rate Spread on Credit Default Swaps 

To estimate the risk of the IMF’s portfolio, CBO uses data from Capital IQ for CDSs and credit 

ratings, and from the IMF’s financial reports for IMF lending.14 CDSs insure creditors against 

the cost of default. In a CDS contract, one party agrees to pay a regular fee to a second party that 

acts as an insurer against the cost of default on a specific debt, such as a sovereign bond. When a 

credit event such as a missed payment occurs on that bond, the party receiving the regular fee 

must make a payment equal to the loss that occurs because of the default. That loss is calculated 

as the par value of the debt minus its postdefault value. 

CDS spreads—the annual fee paid for protection against the cost of default—capture the same 

elements of cost that analysts often use yield spreads to measure. Yield spreads are the difference 

between the interest rate on a bond and a risk-free benchmark—for example, the difference 

between the interest rate on a corporate bond issued in U.S. dollars and the U.S. Treasury rate. In 

other contexts, CBO uses yield spreads of corporate bonds to measure the cost of default of 

commercial loans on a fair-value basis, measuring them as the rate charged to private borrowers 

minus a benchmark rate that market participants perceive to be risk free.15 Yield spreads 

comprise three main components: a premium for the expected cost of default, a premium for the 

cost of market risk, and a liquidity premium to compensate the bondholder for the risk of being 

unable to sell the bond in a timely manner. CDS spreads serve a similar purpose and eliminate 

the need to identify risk-free benchmarks across currencies and, usually, carry smaller liquidity 

premiums because CDS contracts require no up-front investment. 

CDS spreads have some advantages over yield spreads for evaluating the cost of IMF lending. First, 

CDS spreads are a uniform measure of cost for borrowers in different currencies. Yield spreads are 

available only for countries that borrow in a currency, such as the U.S. dollar or euro, for which it is 

possible to identify a risk-free benchmark. Second, CDS spreads probably include a smaller liquidity 

premium than bond yields because a party to a CDS contract does not need to make an up-front 

investment that would raise concerns about selling that investment at a market price in a timely 

manner. Finally, CDS spreads are not influenced by bond features such as call options that affect 

their yield spread (because bond purchasers would require higher yields as compensation for the 

presence of the call option).16 The average CDS spread was 1,040 basis points from 2004 to 2024, 

weighted in each year by the amount of lending to each country.17 

 

14 Capital IQ data are available from the 1990s to 2024 for some countries and over a shorter period for others, 

though CDS data are available for fewer countries than those that have sovereign credit ratings. See 

www.capitaliq.com; International Monetary Fund, “IMF Members’ Financial Data by Country” (accessed 

October 21, 2024), www.imf.org/external/np/fin/tad/exfin1.aspx; and International Monetary Fund, “IMF Financial 

Data Query Tool” (accessed October 21, 2024), www.imf.org/external/np/fin/tad/query.aspx. 

15 See Michael Falkenheim and Wendy Kiska, How CBO Estimates the Market Risk of Federal Credit Programs, 

Working Paper 2021-14 (Congressional Budget Office, November 2021), www.cbo.gov/publication/57581. 

16 A call option allows the borrower to repay the bond at par, which a borrower is likely to do when market rates fall. 

17 A basis point is one one-hundredth of a percentage point. 

http://www.capitaliq.com/
http://www.imf.org/external/np/fin/tad/exfin1.aspx
http://www.imf.org/external/np/fin/tad/query.aspx
https://www.cbo.gov/publication/57581
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Figure 5.  

Weighted Average Interest Rate Spreads on Credit Default Swaps 

Basis points 

  

Data source: Congressional Budget Office, using data from Capital IQ. 

The weighted average CDS spread is the annual CDS spread for each IMF borrower weighted by the amount of borrowing. 

A basis point is one one-hundredth of a percentage point. 

CDS = credit default swap; IMF = International Monetary Fund. 

 

A clear correlation exists between the CDS spread and the intensity of IMF lending because the 

average CDS spread across all countries is higher during periods when the fund lends a larger 

share of its resources (see Figure 5). That pattern is consistent with findings in academic studies 

that financial troubles in some countries tend to spread to others, that is, contagion.18 The 

correlation between CDS spread and amount of IMF lending is one way to measure the 

contagion effect. The average CDS spread of 1,040 basis points is for countries in the GRA and 

does not include countries that tend to borrow from the PRGT. 

An alternative approach would be to estimate the relationship between credit risk and IMF 

exposure by using the correlation between default rates and outstanding lending. However, 

because outstanding lending amounts rise with long-run global economic growth, that correlation 

is influenced by secular trends rather than underlying credit risk. Normalizing risk with CDS 

spreads avoids those distortions and offers a more accurate indicator of the relationship between 

lending conditions and sovereign credit risk. Another alternative approach would be to remove 

 

18 See Kristin J. Forbes and Roberto Rigobon, “No Contagion, Only Interdependence: Measuring Stock Market 

Comovements,” Journal of Finance, vol. 57, no. 5 (October 2002), pp. 2223–2261, https://doi.org/10.1111/0022-

1082.00494; and Kristin Forbes and Roberto Rigobon, “Measuring Contagion: Conceptual and Empirical Issues,” in 

Stijn Claessens and Kristin J. Forbes, eds., International Financial Contagion (Springer, 2001): pp. 43–66, 

https://doi.org/10.1007/978-1-4757-3314-3_3. 
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CDS data entirely and rely solely on the correlation between default intensities and scaled 

lending amounts. That approach would not capture the IMF’s preferred-creditor status, which 

materially affects historical recoveries and the timing of arrears resolution. Incorporating market-

based indicators such as CDS spreads allows the analysis to reflect that risk structure more 

directly. 

Adjustment for Correlation Between Lending Rate and CDS Spread 

The market price of risk for IMF borrowers as indicated by the CDS spread and the amount of 

IMF lending are positively correlated. Again, that comes about because the fund tends to do 

more lending for countries that are riskier borrowers in the context of dire economic and 

financial conditions. As a result, the average value of the product of the CDS spread and lending 

rate is greater than the product of their averages. Denoting the expected value as E, that 

relationship can be described as: 

ELending rate × CDS spread = ELending rateECDS spread + CovarianceLending rate, CDS spread 

Measuring the covariance of the lending rate and CDS spread: 

ELending rate × CDS spread = 1.1 × ELending rateECDS spread 

That is, 
ELending rate × CDS spread

ELending rateECDS spread
 ≈ 1.1 because of correlation. 

Thus, CBO adjusts for correlation between the lending rate and CDS spreads by applying a 

factor of 1.1. That value is calculated from quarterly observations of IMF lending rates and 

borrower CDS spreads between 2009 and 2024. Those data are used to calculate the average 

product of lending rate and the CDS spread as the numerator of the correlation adjustment and 

the product of the average lending rate and CDS spread as the denominator. Doing so raises the 

cost by 10 percent to consider that the IMF tends to lend when the market price of risk is higher 

than average. 

Adjustment for Preferred Creditor Status 

The IMF is likely to experience a lower default rate and loss given default (LGD) than other 

creditors (including bondholders) because borrowing countries will often make payments to the 

IMF even when defaulting on or restructuring their sovereign bonds.19 When falling into arrears 

with the IMF, countries work with the fund to negotiate a resolution. To measure the effect of 

preferred creditor status, CBO follows a process, first estimating default rates in relation to the 

total debt outstanding when a country enters default (see Figure 6). 

 

19 Countries generally repay the IMF in full when sovereign bonds are restructured. 
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Figure 6.  

Process for Estimating an Adjustment for Preferred Creditor Status 

 
Data source: Congressional Budget Office. 

CDS = credit default swap; IMF = International Monetary Fund; LGD = loss given default; NPV = net present value; PD = probability of default. 

 

Average default rates are calculated for four categories of countries’ income by weighting each 

country’s historical default rate by its amount of IMF borrowing. Losses are estimated based on 

the cost of default that the fund passes on to members. U.S. allies have often resolved their 

arrears with the help of U.S. financial support so that they can in turn repay the IMF. Such 

assistance is either not authorized under current law or depends on already appropriated finite 

resources that cannot continue in perpetuity under current law. 

Average annual credit losses are the product of the estimated default rates and LGD and are 

translated into a premium for market risk. Doing so quantifies the compensation that private 

borrowers would require to take on the risk embodied in the IMF’s activities.20 CBO is required 

by law to apply that fair-value calculation. 

 

20 For more on calculating the premium for market risk, see Michael Falkenheim and Wendy Kiska, How CBO 

Estimates the Market Risk of Federal Credit Programs, Working Paper 2021-14 (Congressional Budget Office, 

November 2021), www.cbo.gov/publication/57581. 

http://www.cbo.gov/publication/57581
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Table 1.  

Average Annual Default Rates on GRA Lending, by Country Income Category 

Basis points 

Country income category 

Average annual 

default rate, 

1984–2024 

Low income 225 

Lower middle income 17 

Upper middle income 22 

High income 0 

Weighted average 40 

Data source: Congressional Budget Office, using data from Capital IQ, the International Monetary Fund, and the World Bank. 

A basis point is one one-hundredth of a percentage point. For example, a default rate of 225 basis points in the first row indicates that low-income 

countries current on their IMF payments have a 2.25 percent chance of going into protracted arrears each year. 

GRA = General Resources Account. 

 

Default Rates 

CBO estimates default rates by a country’s income and year of repayment by using data from the 

IMF on its lending and default episodes from 1984 to 2024. According to its per capita GDP, 

each country is placed into one of four income categories determined by the World Bank: low 

income, lower middle income, upper middle income, or high income. The default rate for each 

year and income category is the total balance of GRA lending for countries going into protracted 

arrears in that year divided by the total balance of GRA lending for all countries. For each 

income category, CBO computes an average annual default rate over the 1984–2024 period 

(see Table 1). The rates are based on GRA lending and do not include defaults on PRGT loans. 

Rates of default are highest for low-income countries and generally decline for borrowing 

countries with higher income. 

Distribution of Future IMF Lending. Future IMF lending through the GRA will be distributed 

differently across country income categories than the lending that occurred from 1984 to 2024. 

In 2009, the fund redirected most of its support for low-income countries from the GRA to the 

newly established PRGT.21 That change was intended to better address low-income countries’ 

specific financial needs while allowing the GRA to focus on middle- and high-income 

borrowers. GRA lending to low-income countries has since almost ceased (see Figure 7). 

 

21 See International Monetary Fund, A New Architecture of Facilities for Low-Income Countries (IMF Policy Paper, 

June 2009), https://tinyurl.com/IMFpp2009. 

https://tinyurl.com/IMFpp2009


21 

Figure 7.  

GRA Lending and Outstanding Balances, by Country Income Category 
Percent 

 

 

 

 

 

 

Data sources: International Monetary Fund; World Bank. 

GRA = General Resources Account. 

a. GRA lending includes GRA purchases made by member countries. 

 

The PRGT’s effect has been to shift some of the riskiest borrowing out of the GRA. Taking that 

change into account reduces the budgetary cost to the United States of contributing more 

resources for the GRA. 

In the years after the PRGT took effect, the GRA lent heavily to high-income countries in the 

euro zone, then under crisis. Since 2019, almost all GRA lending has been to lower-middle-

income and upper-middle-income countries. 
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Under current law, however, that shift of lending to low-income countries from the GRA to the 

PRGT might not be sustainable. According to the IMF, “the PRGT faces an acute funding 

shortfall, with its self-sustained lending capacity projected to decline, absent reforms, to about 

SDR 1 billion a year by 2027, well below expected demand.”22 To remedy the projected 

shortfall, the IMF made policy changes in 2024 to raise the PRGT’s lending capacity to SDR 

2.7 billion per year. 

Despite the recent increase, the PRGT’s lending capacity remains finite. As a result, the IMF’s 

ability to sustain the recent lending pattern—with near-total reliance on the PRGT to lend to low-

income countries—will depend on the circumstances those countries are facing. Low-income 

countries’ needs could increase beyond the PRGT’s capacity under current law and require the 

fund to lend to those countries through the GRA. Such circumstances include acute crises such as 

the Covid-19 pandemic or chronic problems with high debt such as those that occurred in the 

1980s and 1990s. According to IMF data, by 2024 the gross debt of low-income countries as a 

percentage of GDP had almost doubled since the period immediately after the wave of debt relief 

in the early 2000s.23 In such a circumstance, the IMF might look to add resources to bolster 

lending through the PRGT. Such a shift would involve changing IMF policy, U.S. law, or 

potentially both. CBO’s estimates reflect the PRGT’s current lending capacity and do not 

account for potential policy changes. 

To project the share of lending in each income category for the GRA, CBO evaluated data from 

before the PRGT’s creation to determine how much GRA lending would have been done through 

the PRGT instead, had it existed in its current form with current-law limitations. For each year in 

the data, the agency measures the PRGT’s available capacity as the difference between the 

current-law ceiling of SDR 2.7 billion (adjusted for inflation) and the “PRGT/ESAF” lending to 

countries in that year.24 CBO then shifts as much GRA lending to low-income countries to the 

PRGT as could fit under that limit. In years when the PRGT/ESAF was estimated to have 

leftover capacity even after that shifting, that capacity was carried over to the next year, 

reflecting that the 2.7 billion SDR limit applies to average lending over a period of years rather 

than in any one year. In the agency’s analysis of the data, unused capacity from 1988 to 1990 

was carried over to absorb a surge in lending to low-income countries in 1991, for example,  

 

22 See International Monetary Fund, 2024 Review of the Poverty Reduction and Growth Trust Facilities and 

Financing—Reform Proposals (IMF Policy Paper, October 2024), p. 1, https://tinyurl.com/IMFpp2024. 

23 The gross debt of low-income developing countries as a percentage of GDP was 40 percent in 1997, peaked at 

78 percent in 2000, fell to 27 percent in 2008 after a debt relief program, and trended back up to 53 percent in 2024. 

See International Monetary Fund, Fiscal Monitor (October 2024; accessed December 15, 2024), 

www.imf.org/external/datamapper/datasets/FM. 

24 The Enhanced Structural Adjustment Facility was the IMF’s concessional lending program for low-income 

countries from 1987 to 1999. It was replaced by the Poverty Reduction and Growth Facility and later the PRGT, 

which remains in use today. 

https://tinyurl.com/IMFpp2024
https://www.imf.org/external/datamapper/datasets/FM
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Table 2.  

Distribution of IMF Lending Through the GRA, by Country Income Category 

Percent 

Country income category 

Historical  

(unadjusted)a 

CBO projection  

(adjusted)b 

Low income 11 3 

Lower middle income 37 41 

Upper middle income 39 43 

High income 12 13 

Data source: Congressional Budget Office, using data from Capital IQ, the IMF, and the World Bank. 

GRA = General Resources Account; IMF = International Monetary Fund. 

a. Calculated using the historical share of borrowing (1984–2024), without adjustments for future borrowing patterns. 

b. Calculated using projections adjusted for expected future borrowing patterns. 

 

whereas in other cases unused lending capacity was carried over for two to three years. For 2019 

and 2020, GRA lending to low-income countries is treated as having been absorbed by the 

PRGT. In those years, such lending reflected binding limits on PRGT access that required some 

arrangements to be structured as blended programs using both PRGT and GRA resources; later 

IMF policy changes removed those limits, reducing the likelihood of similar GRA lending to 

low-income countries under current law.25 From that evaluation, CBO projects that about 

3 percent of GRA lending will go to low-income countries, compared with 11 percent over the 

1984–2024 period (see Table 2). Thus, in the agency’s assessment, the PRGT will have enough 

capacity to cover almost all lending to low-income countries.26 That projection is consistent with 

the IMF’s characterization of its recent reforms to the funding, which it describes as “reducing 

the need for LICs to access GRA resources.” 

 

25 See International Monetary Fund, Somalia: Second Review Under the Staff-Monitored Program and Request for 

Three-Year Arrangements Under the Extended Credit and the Extended Fund Facility—Press Release; Staff Report; 

and Statement by the Executive Director for Somalia (March 2020), ¶¶ 39 and 53, 

https://doi.org/10.5089/9781513538297.002; and The Federal Democratic Republic of Ethiopia: Requests for 

Purchasing under the Rapid Financing Instrument, Debt Relief under the Catastrophe Containment and Relief 

Trust, Rephasing of Access Under the Three-Year Arrangements Under the Extended Credit Facility and the 

Extended Fund Facility, and Reduction of Access Under the Extended Fund Facility Arrangement—Press Release; 

Staff Report; and Statement by the Executive Director for The Federal Democratic Republic of Ethiopia (May 

2020), ¶ 17, https://doi.org/10.5089/9781513542935.002. In July 2021, the IMF eliminated hard caps on exceptional 

access to PRGT resources for the poorest countries. See International Monetary Fund, Fund Concessional Financial 

Support for Low-Income Countries—Responding to the Pandemic (July 2021), press release and ¶ 21, 

https://tinyurl.com/IMFpp2021. 

26 In translating flows of new lending into the long-run composition of outstanding loans, CBO adjusts the low-

income share to reflect historically longer loan durations for that group. Low-income countries accounted for 

roughly 6 percent of originations but about 11 percent of outstanding balances because their IMF loans remained 

outstanding for about twice as long, on average, as loans to higher-income groups. A given flow of low-income 

lending therefore has about twice the effect on the long-run stock of outstanding lending. 

https://doi.org/10.5089/9781513538297.002
https://doi.org/10.5089/9781513542935.002
https://tinyurl.com/IMFpp2021
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That approach is grounded in the IMF’s estimate of the PRGT’s lending capacity and uses 

historical data to evaluate whether that future capacity could have withstood the surges in 

borrowing that have historically been observed. The method relies on simplifying assumptions 

that might have opposing effects on the projection. On one hand, the IMF and its members could 

respond to elevated demand from low-income countries by adjusting PRGT parameters, thereby 

expanding capacity and reducing the need to use the GRA for low-income countries. Although 

reflecting the assumption that unused capacity carries forward, our analysis does not include the 

assumption that the IMF would try to accelerate future capacity through such policy changes.27 

On the other hand, some of the PRGT capacity could be allocated to countries outside the low-

income category as explicitly allowed under the IMF’s tiering system. That use of PRGT 

capacity would reduce the PRGT available for low-income countries below the level assumed in 

our analysis, which would result in an increased reliance on GRA lending by low-income 

countries. For those reasons, future GRA use by low-income countries could be either lower or 

higher than projected in this analysis. 

Future Default Rates on IMF Lending. CBO projects a default rate of 23 basis points on IMF 

lending on the basis of the agency’s projection of the allocation of IMF lending across income 

categories. That estimate is calculated as a weighted average of the default rates by income group 

shown in Table 1, using the projected distribution of IMF lending across those groups shown in 

the third column of Table 2 as weights. The projected default rate on the fund’s lending of 23 

basis points is similar to the annual default rate for corporate bonds with a Standard & Poor’s 

credit rating of between AA and A. 

Loss Given Default 

For this analysis, LGD is defined as the NPV of the cost of default passed on to IMF members 

through burden sharing divided by the amount of IMF lending to countries that default (go into 

arrears). Default in the IMF context is akin to a prolonged period of arrears for a private 

borrower. 

The United States incurs financial losses through the burden-sharing mechanism when the fund 

experiences protracted arrears from borrowers. When borrowing countries default or delay 

repayment, the fund reduces the remuneration paid to creditor nations such as the United States. 

When countries repay the IMF, the fund reimburses the United States and other members 

without interest, resulting in a cost to the United States of the forgone interest. The longer the 

delay, the greater the financial loss incurred. The NPV approach captures how delays in 

 

27 The IMF’s 2024 review of PRGT funding reforms says that if demand were to exceed the 2.7 billion SDR 

capacity, an ad hoc review would consider measures to constrain demand as well as those to boost lending capacity. 

Some measures to boost capacity would require Congressional approval and are not consistent with the current-law 

baseline. See International Monetary Fund, 2024 Review of the Poverty Reduction and Growth Trust Facilities and 

Financing—Reform Proposals (IMF Policy Paper, October 2024), p. 1, https://tinyurl.com/IMFpp2024. 

https://tinyurl.com/IMFpp2024
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repayment reduce the overall financial recovery, because each deferred payment is worth less in 

present-value terms. For prolonged arrears, such as those experienced by Sudan and Somalia, 

payments to the fund were delayed for decades and resulted in significant cost to the United 

States.28 To quantify losses, CBO calculates the NPV of delayed remuneration—the loss of the 

interest on interest. 

CBO also considers how countries have repaid the IMF and whether their repayments resulted 

from actions that required more legislation, be that Congressional authorization or 

appropriations. For example, some countries repaid the fund only after receiving an aid package 

from the United States, such as Sudan in 2021, when newly enacted legislation authorized a U.S. 

bridge loan to clear arrears. Other countries, by contrast, nominally cleared their arrears by 

essentially restructuring their debt to the fund. Countries sometimes repaid delinquent IMF loans 

with a bridge loan from the United States and then immediately repaid the United States with the 

proceeds from an IMF concessionary loan. Under current law, those means of repayment might 

no longer be possible if borrowing from the IMF exceeds the fund’s lending capacity. That is, 

such repayment options may be possible only after new legislation raises the U.S. commitment. 

For example, Sudan’s clearance of arrears in 2021 required statutory authority for a $1.15 billion 

U.S. bridge loan, whereas Bosnia and Herzegovina’s arrears were cleared in 1997 with donor 

support arranged by other countries. The agency’s estimates reflect those differences by applying 

a “haircut” to repayments that would not be possible under current law. 

CBO examines all 28 cases of protracted arrears and estimates haircuts on the basis of the 

assessed likelihood of similar circumstances under current law. In this context, the haircut 

represents a reduction in repayments owing to the need for legislation to allow the United States 

to offer other forms of financial assistance to IMF borrowers. (For more on haircuts, see 

“Assisted Clearing of Arrears” below.) 

Net Burden Sharing. Repayments delayed because of arrears defer the remuneration owed to 

the United States, reducing the present value of those expected payments. Using data from the 

IMF, CBO estimates the NPV loss associated with the delayed receipts. The data include the 

burden-sharing mechanism’s total effects on U.S. remuneration and are summed across all 

countries that have been in arrears. Therefore, the agency cannot distinguish the burden-sharing 

costs resulting from a specific country’s default and thus calculates an average loss of value 

across all countries. Although data are available on the balance of IMF lending for each episode 

 

28 See International Monetary Fund, “IMF Executive Board Fully Restores Liberia’s IMF Status, Approves 

Financial Support Amounting to US$952 Million and HIPC Decision Point Designation” (press release, March 14, 

2008), https://tinyurl.com/IMFpr2008; and “Sudan to Receive Debt Relief Under the HIPC Initiative” (press release, 

June 29, 2021), https://tinyurl.com/IMFpr2021. 

https://tinyurl.com/IMFpr2008
https://tinyurl.com/IMFpr2021
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of arrears, data on the associated losses are available only as a total; to estimate LGD, CBO 

therefore applies the average loss rate across countries to those arrears balances. 

CBO estimates the NPV of burden sharing as the present value of withheld remuneration (that is, 

burden sharing) minus the present value of reimbursements: 

Present value of withheld remuneration (burden sharing) = 
∑ DtBtt

∑ DtAtt
 

and 

Present value of reimbursements = 
∑ DtRtt

∑ DtAtt
, 

where Bt is the total amount of withheld remuneration in year t, Rt is the amount of 

reimbursement in year t, At is the total balance of lending for a country going into arrears in year 

t, and Dt is a discount factor that applies to payments and balances in year t. Dt is calculated 

using a base year of 1984 and is based on SDR rates (unadjusted for burden sharing) between 

that year and year t, such that 

Dt = 
1

∏ (1 + SDRy)t
y=1984

. 

CBO estimates the present value of burden sharing as a share of balances going into arrears to be 

43 percent and the present value of reimbursements as a share of those balances to be 29 percent. 

Thus, for every dollar of balances going into arrears, 43 cents is withheld from IMF members for 

burden sharing and 29 cents is repaid, for an NPV loss of 14 cents. That 14-cent loss is the ratio 

of the cost of burden sharing passed on to IMF members through delayed remuneration to the 

balance of loans going into arrears on a present-value basis. That NPV loss measure incorporates 

the fact that burden sharing is on average less than the total balance that goes into arrears, that 

half of burden sharing is passed on through lower remuneration rates, and that losses experienced 

through burden sharing are usually eventually reimbursed, albeit without interest and years later. 

Assisted Clearing of Arrears. Few countries have repaid the IMF after going into arrears 

without help from either the fund itself or a financially strong member country, such as the 

United States. The problems that lead to arrears on IMF loans are generally more protracted and 

harder to overcome than those that lead countries to default on other, less preferred creditors. 

The fund, the United States, and other advanced countries have helped borrowing countries in 

various ways, sometimes after decades of arrears. Although the circumstances vary for each 

country, CBO classified each case for clearing of arrears into one of six categories: forgiven, 

U.S. aid, U.S. lending and IMF restructuring, IMF lending support, U.S. ally support, and self- 

and non–U.S. ally support. 
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CBO assigns each category a corresponding haircut that measures the share of repayment 

attributed to U.S. assistance, either direct or indirect, that under similar circumstances would 

require new legislation under current law. When the United States has helped countries clear 

arrears to the IMF, some form of legislative action was always required. For example, for 

Somalia in 2020 and Sudan in 2021, lawmakers enacted specific authority for the U.S. Treasury 

to offer those countries assistance, including provisions to extend a bridge loan or to forgo 

reimbursement under the IMF’s burden-sharing mechanism. In other cases, such as Haiti in 

2005, assistance came from existing foreign assistance accounts, such as the State Department’s 

Economic Support Fund, but only after lawmakers had appropriated new funds through 

supplemental or annual legislation.29 Because CBO calculates the budgetary effect with respect 

to current law, for an evaluation of legislation that gives resources to the IMF, the agency’s 

projections would consider neither the cost nor the effect of legislation authorizing future 

assistance. The budgetary effect of any such action would be the domain of that future 

legislation—and the effect of such future assistance would not reduce the budgetary effect of 

additional resources for the IMF given under current law. As a result, this analysis of the U.S. 

commitment to the IMF does not incorporate the cost of any other forms of future financial 

assistance to countries that borrow from the fund. 

The six categories for clearing of arrears serve as a framework for understanding the financial 

exposures resulting from different strategies. Some cases may fit into more than one category. In 

such instances, the agency assigned the case to the category representing the greatest financial 

burden to the United States. CBO defines each category for clearing arrears as follows: 

■ Forgiven. The United States waives reimbursements that it would receive under IMF 

burden-sharing arrangements as part of broader debt relief initiatives. Such decisions are 

often aligned with international debt reduction efforts, including the Heavily Indebted Poor 

Countries Initiative. For example, Sudan’s arrears were addressed through debt relief, with 

the United States forgoing expected reimbursements to support the shared goal of easing the 

countries’ overall debt burdens. Given the forfeiture of all funds otherwise due, a haircut of 

1.0 indicates full financial exposure for the United States. In such cases, the United States has 

typically required statutory authority to forgo reimbursements, as for Sudan in 2021 through 

legislation authorizing the U.S. Treasury to waive amounts owed under the IMF’s burden-

sharing mechanism. 

■ U.S. aid. U.S. assistance, usually grants, is used directly to clear IMF arrears. Although the 

fund may formally reimburse the United States for its burden-sharing contributions, the 

 

29 The Consolidated Appropriations Act, 2021 (P.L. 116-260), authorized assistance for Sudan; the Further 

Consolidated Appropriations Act, 2020 (P.L. 116-94), authorized assistance for Somalia. The Emergency 

Supplemental Appropriations Act for Defense and for the Reconstruction of Iraq and Afghanistan, 2004 

(P.L. 108-106), funded support for Iraq, and the Consolidated Appropriations Act, 2004 (P.L. 108-199), 

funded assistance for Haiti. 
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reimbursement is essentially self-financed and derived from the U.S. aid itself. An example is 

Haiti, which used U.S.-led grants to satisfy IMF obligations, resulting in a circular flow of 

funds. Because that mechanism ultimately relies on U.S. resources without an effective 

offset, a haircut of 1.0 reflects full financial responsibility borne by the United States. In such 

cases, the U.S. contribution required Congressional appropriations, typically supplied 

through foreign assistance legislation. 

■ U.S. lending and IMF restructuring. The United States extends a bridge loan to enable a 

country to clear arrears, thus restoring its eligibility for concessional IMF support, such as 

PRGT loans. Although the bridge loan is repaid, the concessional financing that follows 

imposes an indirect cost on the United States, which contributes to the PRGT through 

legislated appropriation. Because current law does not make allowances for such 

contributions, future support of that kind would require new legislation. Countries receiving 

such support generally have low credit ratings, often with repeated arrears or prolonged IMF 

engagement. A haircut of 0.3 reflects the recovery of the bridge loan but continued fiscal 

exposure through subsidized lending to higher-risk borrowers. 

■ IMF lending support. The fund independently offers concessional financing through PRGT 

resources after the country clears its arrears. Despite not issuing a direct bridge loan, the 

United States is financially affected by the IMF’s subsidized lending by being a significant 

contributor to the fund. U.S. resources partly sustain the concessional terms available to the 

borrowing country—such as reduced interest rates and extended repayment schedules. 

Although not reducing the United States’ remuneration from the fund, that assistance reflects 

a fiscal exposure through legislated contributions to the PRGT. In CBO’s estimation, a 

haircut of 0.3 reflects that such future contributions would require new legislation and are 

therefore not assumed to occur under current law. 

■ U.S. ally support. Countries clear their IMF arrears by using contributions from U.S. allies, 

and the United States may concurrently offer aid or other support within a broader 

cooperative framework. Although clearing arrears is credited to allies, the shared nature of 

the overall aid package suggests a financial cost to the United States. For example, Bosnia 

and Herzegovina’s IMF arrears were cleared in 1995 with a bridge loan from the Netherlands 

at the same time that the U.S. gave substantial bilateral assistance and reconstruction support 

as part of the international stabilization effort after the Dayton Peace Agreement. In such 

cases, in which an ally pays off IMF loans in concert with other U.S. foreign assistance, CBO 

assigns a haircut of 0.1 to reflect the likelihood that the ally’s payment of IMF arrears was 

contingent on the United States’ bearing a cost through some other form of aid. 

■ Self- and non–U.S. ally support. Debtor countries independently resolve their arrears by 

using internal resources or support from non–U.S. allies—nations without formal cooperative 

agreements with the United States owing to different political or strategic interests. For 

instance, Nicaragua resolved its IMF arrears during the 1980s without U.S. involvement, 

amid strained relations between the two countries. A haircut of zero indicates no direct or 
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indirect U.S. financial exposure. Although the United States would still bear a cost through 

burden sharing in such cases, that cost is not associated with a forgone reimbursement and 

therefore does not contribute to the haircut. 

The weighted average haircut for the United States over the IMF’s history is calculated by 

multiplying the amount of arrears in each resolution category by that category’s haircut and then 

dividing the sum of those weighted values by the total, yielding an estimate of 55 percent. That 

historical haircut differed by the income of the country facing arrears and was highest for low-

income countries. That estimate reflects that large shares of the historical arrears volume were 

resolved through mechanisms that, under current law, would require new legislation to repeat. 

Accordingly, CBO projects a haircut that adjusts for the difference between the past and future 

composition of lending. About 76 percent of IMF arrears episodes involved low-income 

countries, 17 percent came from lower-middle-income countries, and 7 percent were from upper-

middle-income countries. To project the composition of arrears, the agency multiplied each 

income group’s projected shares of GRA lending (Table 2) by its projected likelihood of default 

(Table 1), resulting in projected arrears shares of 29 percent for low-income countries, 30 percent 

for lower-middle-income countries, and 40 percent for upper-middle-income countries. Although 

low-income countries are expected to account for just 3 percent of future GRA lending (Table 2), 

their historical default rate is roughly 10 times that of the other two groups. As a result, they are 

projected to account for nearly 30 percent of future defaults. To estimate the average haircut 

under the projected distribution of arrears episodes, CBO multiplied the values in the “Projected 

composition of arrears episodes” row in Table 3 by the corresponding values in the “Average 

haircut” row. The sum of those products yields a projected average haircut of 49 percent 

(see Table 3). That value is incorporated into the calculation of LGD by applying the projected 

haircuts to the present value of reimbursements, representing the share of repayments that would 

not occur under current law. That amount is added to the present value of withheld remuneration 

to produce the combined LGD used in the cost estimate. 
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Table 3.   

Resolution of Arrears, by Category 

Category 

Number 

of arrears 

episodes Countrya 

Arrears 

amount 

(millions of 

dollars) 

Haircutb  

(percent) 
 

Forgiven 3 Liberia, Somalia, Sudan 2,412 100 

U.S. aid 2 Haiti, Panama 283 100 

U.S. lending and IMF 

restructuring 
3 Honduras, Peru, Sierra Leone 1,011 30 

IMF lending support 5 DRC, Guyana, Sierra Leone, the Gambia, Zambia 1,897 30 

U.S. ally support 8 
Bosnia and Herzegovina, Cambodia, CAR, DRC, Honduras, 

Tanzania, Vietnam, Zambia 
579 10 

Self- and non–U.S. ally support 7 
Chad, Dominican Republic, Haiti, Jamaica, Nicaragua, Yugoslavia, 

Zimbabwe 
388 0 

Subtotal 28  6,570  

Weighted average based on historical arrears volumec 55 

 Low income Lower middle income Upper middle income  

Average haircut 0.61 0.28 0.54  

Historical composition of 

arrears episodes 
0.76 0.17 0.07 

 

Projected composition of 

arrears episodes 
0.29 0.30 0.40 

 

Weighted based on projected composition of arrears episodesd 49 

 

Data source: Congressional Budget Office, using data from the IMF. 

CAR = Central African Republic; DRC = Democratic Republic of Congo; IMF = International Monetary Fund. 

a. Some countries experienced two episodes of arrears classified under different categories. 

b. The haircut measures the percentage of repayment attributed to direct or indirect U.S. assistance that under similar circumstances could not occur in 

the future under current law. 

c. The total haircut is the average across all categories, weighted by the arrears amount. 

d. The weighted total reflects adjustments based on the projected distribution of GRA lending by income group and historical default rates. 

 

Combined LGD. The NPV of burden sharing, calculated before the haircut is considered, is the 

difference between the present value of withheld remuneration and of reimbursements. To 

project repayments that could not occur under current law (that is, the amount of the haircut to be 

applied), CBO multiplies the weighted average haircut percentage by the present value of 

reimbursements. The combined LGD is the sum of the NPV of burden sharing before the haircut 

and the amount of the haircut (see Table 4). Those calculations result in a combined LGD of 

28 percent. 
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Table 4.  

Calculation of IMF’s Loss Given Default 

 Percent 

A. Present value of withheld remuneration (burden sharing) 43 

B. Present value of reimbursements 29 

C. (A − B): NPV of burden sharing before haircut 14 

D. Haircut (percentage of repayment attributed to U.S. assistance that under similar 

circumstances could not occur in the future under current law) 

 

49 

E. (D × B): Haircut (amount of repayments that under similar circumstances could not occur in 

the future under current law) 
15 

Combined loss given default (E + C) 28 

Data source: Congressional Budget Office, using data from Capital IQ, the IMF, and the World Bank. 

Loss given default is the NPV of the cost of default passed on to IMF members, divided by the balance of GRA loans that default (go into arrears). 

GRA = General Resources Account; IMF = International Monetary Fund; NPV = net present value. 

 

That LGD value is applied uniformly to countries of all income categories. Because of data 

limitations, differentiating LGD values by income is not possible. The data on withheld 

remuneration and reimbursements are not available on a country-by-country basis, making net 

burden sharing by income category impossible to calculate. Separate haircuts could be calculated 

for different income classes, but too few observations of lower-middle and upper-middle defaults 

were available to do so precisely. 

Premium for Market Risk 

The average annual loss rate (default rate multiplied by LGD) in CBO’s projection is 6 basis 

points, compared with an 11–basis point loss rate under the historical share of borrowing across 

incomes (see Table 5). That is, the expected loss is lower in the projection because a smaller 

share of future lending is allocated to low-income countries, which have had higher default rates. 

Table 5.  

Calculation of Expected Loss Rate 

Factor 

Historical  

(unadjusted)a 

CBO projection  

(adjusted)b 

Annual default rate (basis points) 40 23 

Loss given default (percent) 28 28 

Annual expected loss rate (basis points) 11 6 

Implied credit rating Between A and BBB Between AA and A 

Data source: Congressional Budget Office, using data from Capital IQ, the IMF, and the World Bank. 

A basis point is one one-hundredth of a percentage point. 

IMF = International Monetary Fund. 

a. Calculated using the historical share of borrowing (1984–2024), without adjustments for future borrowing patterns. 

b. Calculated using projections adjusted for expected future borrowing patterns. 
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Figure 8.  

Interpolation of Risk Premiums 

Data sources: Congressional Budget Office, and Michael Falkenheim and Wendy Kiska, How CBO Estimates the Market Risk of Federal Credit 

Programs, Working Paper 2021-14 (Congressional Budget Office, November 2021), www.cbo.gov/publication/57581. 

The lower red point reflects the expected loss rate and interpolated risk premium under the agency’s projected lending composition, whereas the higher 

red point reflects the values associated with the historical distribution of IMF lending. A basis point is one one-hundredth of a percentage point. 

 

CBO translates the average loss rates into risk premiums by interpolating values for commercial 

credits.30 That is, by law the agency adds a premium for market risk that corresponds to the 

premium that private market participants require from borrowers of a similar credit risk. That 

method relates risk premiums to expected loss rates by using their observed values for corporate 

credit ratings.31 The expected loss rates in this analysis fall within the range for corporate bonds 

with a credit rating between A and BBB. CBO estimated risk premiums by interpolating between 

those loss rates (see Figure 8). The risk premiums are added to expected losses to yield a 

combined cost for the IMF’s exposure. The total costs of default represent spreads that might 

apply to a hypothetical CDS for the fund’s exposure. Under the agency’s projection, the spread 

amounts to about 6 percent of the CDS spread on sovereign bonds (see Table 6). 

 

30 See Michael Falkenheim and Wendy Kiska, How CBO Estimates the Market Risk of Federal Credit Programs, 

Working Paper 2021-14 (Congressional Budget Office, November 2021), www.cbo.gov/publication/57581. 

31 CBO considered assigning credit ratings by using the expected loss rates and risk premiums for sovereign bonds 

but decided against that approach because of the limited time series of data available. Sovereign ratings were 

uncommon before the 1970s. 
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Table 6.  

Final Calculation of Adjustment for Preferred Creditor Status 

Factor 

Historical  

(unadjusted)a 

CBO projection  

(adjusted)b 

A. Annual expected loss rate (basis points) 11 6 

B. Risk premium (basis points) 81 61 

C. (A + B): Total annual cost (basis points) 92 67 

D. Average CDS spread (basis points) 1,040 1,040 

E. (C ÷ D): Cost as a share of CDS spread (percent) 8.9 6.5 

F. Implied credit rating Between A and BBB Between AA and A 

Data source: Congressional Budget Office, using data from Capital IQ, the IMF, and the World Bank. 

A basis point is one one-hundredth of a percentage point. The risk premium is interpolated using methods described in Michael Falkenheim and Wendy 

Kiska, How CBO Estimates the Market Risk of Federal Credit Programs, Working Paper 2021-14 (Congressional Budget Office, November 2021), 

www.cbo.gov/publication/57581. 

CDS = credit default swap; IMF = International Monetary Fund. 

a. Calculated using the historical share of borrowing (1984–2024), without adjustments for future borrowing patterns. 

b. Calculated using projections adjusted for expected future borrowing patterns. 

 

Preferred creditor status substantially reduces the IMF’s risk from lending to member nations. To 

put that improvement in perspective, CBO compares its estimate to the uplift in credit rating 

estimated by rating agencies such as Fitch and Standard & Poor’s. A country receives a rating 

category such as AAA or BB, which may be refined further with a notch. For example, BB+ is 

one notch above BB, and BB− is one notch below it. The agency estimates that the uplift from 

preferred creditor status represents three or four full credit rating categories, equal to 9–12 

notches (see Figure 9). The estimated uplift for the IMF is three times the size of the uplift that 

credit rating agencies estimate for other preferred creditors (such as the Inter-American 

Development Bank) of about 3 notches (an uplift of one full rating category). Having preferred 

creditor status substantially reduces market risk because the IMF faces about 6 percent of the 

estimated risk of sovereign bondholders for the same borrowers. That is, the fund’s preferred 

creditor status reduces the riskiness of its lending by about 16-fold. 

https://www.cbo.gov/publication/57581
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Figure 9.  

Effect of Preferred Creditor Status: Benchmarking Against Credit Rating Agencies 

 

 

 

 

 

 

 

 

 
 

Data source: Congressional Budget Office, using data from Capital IQ, the IMF, and the World Bank. 

IMF = International Monetary Fund. 

 

Adjustment for the U.S. Burden Share 

In addition to the adjustment for preferred creditor status, CBO adjusts the cost because the 

United States covers a different proportion of the fund’s burden from what the U.S. commitment 

to the fund implies. IMF burden sharing is split evenly into two components—one that affects 

the United States and another that does not. The fund lowers remuneration rates to countries 

contributing resources, such as the United States, and raises the interest rate that it charges 

borrowing countries. The United States has historically covered about 14 percent of burden 

sharing, whereas countries contributing resources to the IMF have historically covered 

36 percent of the burden sharing and borrowing countries have covered the other 50 percent 

(see Figure 10). 

In CBO’s assessment, 

the IMF’s preferred 
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rating by 3 full rating 

categories. 
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Figure 10.  

U.S. Share of IMF Losses Passed Through to Members 

Percent 

 

 

 

 

 

 

 

 

 

 

 

 

Data source: Congressional Budget Office, using data from the Department of the Treasury and the IMF. 

IMF = International Monetary Fund. 

 

Under the IMF’s current financing plan, the U.S. will finance 22 percent of all lending, 

suggesting a U.S. burden share of half of that amount, or 11 percent. That share reflects 

financing conditions in relatively normal periods. Evidence from periods of elevated global 

financial stress indicates that the U.S. share of IMF financing tends to rise when lending demand 

is high because financing becomes more concentrated among a smaller set of strong creditor 

countries, such as the United States. During such periods, the share of countries supplying 

financing to the IMF shrinks, thereby increasing the U.S. share. Data from the IMF’s Financial 

Transactions Plan show that the U.S. share increased during major stress episodes—including the 

period after the global financial crisis, the euro-area crisis, and the COVID-19 pandemic—and 

declined as conditions normalized.32 

For that reason, CBO does not rely solely on the share implied by current financing plans. 

Instead, the agency adjusts the historical averages by a factor equal to the change in the U.S. 

quota share between the historical period and the present. 

Scaling that historical share by the change in the U.S. quota share yields 17.4 percent today 

versus 20 percent during most historical arrears episodes (in the 1980s and 1990s). That 

calculation yields an adjusted share of about 12 percent; in relation to the U.S. share of total IMF 

commitments (12.3 percent), the ratio 12/12.3 ≈ 0.98. CBO applies that 0.98 factor to the 

projected cost. 

 

32 See International Monetary Fund, Financial Transactions Plan (various years), https://tinyurl.com/IMF-FTPvy. 

Under burden sharing, credit 

losses to the IMF are passed 

on equally to countries that 

borrow from the fund and 

ones that lend to it. Borrowers 

pay higher lending rates and 

lenders receive lower 

remuneration rates. The 

United States has covered 

14 percent of burden sharing, 

which is 28 percent of the 

burden sharing distributed 

through remuneration rates. 

https://tinyurl.com/IMF-FTPvy
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The budgetary cost discussed here is an annual cost that applies in each year that U.S.-supplied 

resources are at risk of a gap in remuneration. To convert that annual cost into an NPV of the 

perpetual commitment of the incremental resources contributed to the IMF, the agency applies an 

NPV factor that equals the sum of an infinite series of discount factors and is roughly the inverse 

of long-term interest rates. 

Net Present Value Factor 

Given an annual cost of A, the NPV over perpetuity is the following: 

NPV = A ∑ Dt
∞
t=1 ,

where Dt is a discount factor based on the set of zero-coupon interest rates that CBO fits to its 

projections of the yield curve for Treasury securities.33 The summation ∑ Dt
∞
t=1  thus represents a

factor that translates annual costs into an NPV factor, which under the agency’s projection of 

interest rates is about 23.0. 

Results 

The estimated cost of the U.S. commitment to the IMF is the product of the six factors described 

earlier: lending rate, interest rate on CDSs, adjustment for preferred creditor status, adjustment 

for correlation between lending rate and CDS spread, adjustment for U.S. burden share, and a 

discount factor. CBO estimates that the cost of the U.S. commitment to the IMF is 1.36 percent 

of the country’s total commitment (see Table 7). CBO’s central estimate is lower than the 

estimate of 200 basis points calculated in the agency’s 2016 report. 

33 CBO based these discount factors on estimated interest rates of hypothetical zero-coupon Treasury securities 

interpolated from projected interest rates on actual Treasury securities. A zero-coupon security is one whose face 

value is repaid when the security matures. 
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Table 7. 

Estimates of the Cost of the U.S. Commitment to the IMF 

Factor 

Historical 

(unadjusted)a 

CBO projection 

(adjusted)b 

Lending rate (percent) 8.3 8.3 

Interest rate spread on CDSs (basis points) 1,040 1,040 

Adjustment for correlation between lending rate and CDS spread 1.1 1.1 

Adjustment for preferred creditor status (percent) 8.9 6.5 

Adjustment for U.S burden share 0.98 0.98 

Net present value discount factor 23.0 23.0 

Cost of U.S. commitment to the IMF (percent) 1.86 1.36 

Data source: Congressional Budget Office, using data from Capital IQ, the IMF, and the World Bank. 

A basis point is one one-hundredth of a percentage point. 

CDS = credit default swap; IMF = International Monetary Fund. 

a. Calculated using the historical share of borrowing (1984–2024), without adjustments for future borrowing patterns.

b. Calculated using projections adjusted for expected future borrowing patterns.

Sources of Uncertainty 

CBO’s estimate is subject to uncertainty arising from the model’s parameters and limitations. 

Key drivers include lending and discount rates, treatment of arrears, potential changes in IMF 

policies, and concentration of lending among a few borrowers (see Table 8). 
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Table 8. 

Estimated Budgetary Cost Under Alternative Parameter Values 

Factor 

Lower haircut on  

“IMF lending support” 

Alternative preferred creditor 

parameters based on rating 

agency research 

Adjusted CDS accounting for 

concentration of lending 

Lending rate (percent) 8.3 8.3 8.3 

Interest rate spread on CDSs (basis points) 1,040 1,040 1,777 

Adjustment for correlation between lending rate 

and CDS spread 
1.1 1.1 1.1 

Adjustment for preferred creditor status (percent) 6.4 10.9 6.5 

Adjustment for U.S. burden share 0.98 0.98 0.98 

Net present value discount factor 23.0 23.0 23.0 

Cost of U.S. commitment to the IMF (percent) 1.33 2.28 2.32 

Data source: Congressional Budget Office, using data from Capital IQ, Fitch Ratings, the IMF, and the World Bank. 

A basis point is one one-hundredth of a percentage point. 

CDS = credit default swap; IMF = International Monetary Fund. 

Results’ Sensitivity to Model Parameters  

The estimated cost of the U.S. commitment to the IMF is sensitive to projections about fund 

lending and other model parameters. If future lending patterns will be more like the full historical 

period from 1984 to 2024 rather than the more recent period on which the projection is based, the 

estimated cost of the U.S. commitment would increase to 1.86 percent (see Table 7). That is the 

case because the full historical period includes more GRA lending to low-income countries 

whose borrowing is now financed through the PRGT. Conversely, if all future lending to low-

income countries takes place exclusively through the PRGT (with no recourse to the GRA for 

even the projected 3 percent of lending above the PRGT’s current resources), the estimated cost 

would decline to 1.10 percent. Again, those figures represent an up-front amount to cover the full 

cost in perpetuity of a permanent increase in the U.S. commitment to the IMF. 

The results in the present analysis are linearly proportional to each factor in the calculation. For 

example: 

■ A higher lending rate of 11.8 percent (90th percentile from the 2009–2024 period) would

raise the cost to 1.91 percent.

■ A lower lending rate of 4.3 percent (10th percentile) would reduce the cost to

0.71 percent.
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■ A decrease of 1 percentage point in the discount rate would increase the present value

factor and raise the cost to 1.76 percent.

■ An increase of 1 percentage point in the discount rate would reduce the cost to

1.10 percent.

CBO also prepared alternative estimates of the adjustment for preferred creditor status. The 

adjustment for preferred creditor status is estimated using the IMF’s experience with arrears, 

adjusted for differences between the composition of lending that CBO projects from the 

proportions of previous IMF lending. 

One part of that calculation involves haircuts associated with the U.S. contributions to resolving 

arrears. The central estimate assigns a haircut of 0.3 for countries that resolved their arrears with 

IMF concessionary lending, reflecting the cost to the United States of any future contributions 

that it might make to those concessionary IMF programs not authorized under current law. Under 

current law, such contributions are not assumed to occur without new appropriations, which are 

typically supplied through foreign assistance accounts. Because U.S. fiscal exposure in such 

cases is more limited—that is, indirect and shared with other donors, and dependent on IMF 

policy decisions—CBO tested a lower haircut of 0.1 in place of the 0.3 used in the central 

estimate. That adjustment, shown in the second column of Table 8, reduced the estimated cost 

from 1.36 percent to 1.33 percent. 

The agency’s analysis estimated a larger benefit from preferred creditor status than what rating 

agencies, such as Fitch Ratings, reported in studies of default and recovery patterns for 

supranational organizations. According to Fitch’s review, the adjustment for preferred creditor 

status is more modest. Fitch reported that countries are less than one-third as likely to default on 

preferred creditors than on other lenders, with LGD rates ranging from 1 to 12 percent.34 To 

incorporate that alternative view, CBO translated Fitch’s findings into a preferred creditor 

adjustment by using the same analytic method applied to the IMF’s projected default and LGD 

rates. Under that approach, the adjustment factor is 10.9 percent, compared with the agency’s 

central estimate of 6.5 percent. That finding implies that preferred creditor status reduces the cost 

by a factor of 9, rather than 15, leading to an estimated cost of about 2.28 percent rather than 

1.36 percent, as shown in the third column of Table 8. 

34 Fitch Ratings, Sovereign Default to Supranationals: Low Default Rates to Supranationals Support Preferred 

Creditor Status (PCS), Special Report (April 2024), https://tinyurl.com/56hjdbnp. 

https://tinyurl.com/56hjdbnp
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Uncertainty Beyond Model Parameters 

More uncertainty arises because events could unfold in ways that significantly diverge from 

historical patterns: 

■ Reduced use of burden sharing. The IMF could rely more on its reserve buffer (now at

its SDR 25 billion target) to absorb credit losses instead of invoking burden sharing.35

■ Behavioral changes by the IMF. The fund might respond to higher credit risk by

tightening lending terms, delaying arrangements, or limiting exposure—all measures that

would reduce potential losses.

■ Catastrophic scenarios. A large-scale wave of defaults or a weakening of the IMF’s

preferred creditor status, similar to the scenario considered in CBO’s 2016 report, could

substantially increase fiscal exposure.

Another source of uncertainty is the concentration of the IMF’s lending among a few countries. 

As of early 2025, Argentina, Egypt, Pakistan, and Ukraine account for just over half of the 

fund’s outstanding credit through the GRA. In the agency’s assessment, the risk of those four 

borrowers combined is typical of the type of lending the IMF traditionally conducts. The 

situation of those countries represents a broad mix of improving economic and financial 

conditions and factors associated with arrears and generous U.S. assistance. Examples include 

ongoing military conflicts, reliance on external support, and alignment with U.S. interests in 

regions of geopolitical volatility. Although all four countries are now current on their IMF 

obligations, some have experienced transitory arrears. The credit risk associated with those 

borrowers is at least as high as the average across the fund’s historical lending portfolio and is 

consistent with the parameters underlying CBO’s estimates. 

That assessment is consistent with recent market-based measures of credit risk. From 2020 to 

2024, the weighted average CDS spread across IMF borrowers was 1,777 basis points, compared 

with 1,040 basis points over the 2004–2024 period—an increase of 71 percent. That difference 

reflects, in part, the higher risk associated with the few countries that account for most recent 

IMF lending. Applying that ratio to the central estimate yields a cost of 2.32 percent rather than 

1.36 percent. That figure, shown in the fourth column of Table 8, represents an upper-bound 

sensitivity based on recent lending conditions. 

35 Precautionary balances stood at SDR 25.1 billion at the end of fiscal year 2024, in line with the fund’s medium-

term target. See International Monetary Fund, Review of the Fund’s Income Position for FY 2025 and FY 2026 

(May 2025), Table 5, p. 34, https://tinyurl.com/IMFpp2025. 

https://tinyurl.com/IMFpp2025
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