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A Few introductory remarks 

I welcome the participants to this third panel of capital flows, with a presentation by Professor 

Graciela Kaminsky of The George Washington University.  Perhaps a few words on the last state 

of financial conditions in the world, as discussed in the last IMF World Economic Outlook and 

Global Financial Stability Report. As we know, capital flows are largely driven by interest rate 

differentials, and the monetary tightening in advanced countries, especially the USA, has driven 

up interest rates very rapidly, with an associated impact on US dollar appreciation.  However, 

financial conditions, except very recently where financial markets have seen a correction, have 

remained quite loose. Nevertheless, we have seen capital outflows from emerging markets and 

deepened debt stress from many frontier markets. 

 

From IMF July 2023 WEO and April 2023 GFSR 

a) Financial Market conditions 

 

 



 

 

 

 

 

  



B) Sovereign Issuance and debt distress 

Debt distress increases: Global financial conditions have generally eased since the 

March 2023 episode of banking stress (Box 1), but borrowing costs for emerging market 

and developing economies remain high, constraining room for priority spending and 

raising the risk of debt distress. The share of emerging market and developing 

economies with sovereign credit spreads above 1,000 basis points remained at 25 

percent as of June (compared with only 6.8 percent two years ago) 

 

 

 



 

 

 

 

 

 

  



C) Capital Flows breakdown 

 


