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Follow-up on the High-Level Event on Financing for Development  
in the Era of COVID-19 and Beyond  

Discussion Group III: Global Liquidity and Financial Stability  
Background Document 

Background 

Global liquidity shortages and capital flow volatility 

After intense market volatility, and a record capital outflow from developing countries of around 
$100 billion between late January and the end of March 2020, international financial markets have 
recovered somewhat. During April and May, emerging markets attracted around $23 billion in 
capital inflows. Although several developing countries were able to issue new debt (e.g. Guatemala, 
Paraguay, Egypt, Albania and Brazil), many developing countries – especially the poorest and most 
vulnerable – do not have this option. A number of countries, including SIDS and middlef COVID
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o New issuance with reallocation of SDRs -- A third option would be the issuance of new SDRs, 
together with a mechanism for their subsequent reallocation to countries most in need. If 
such a mechanism or trust fund were to be developed as part of a first step to reallocate 
existing SDRs, it would be ready for use under this scenario. The combination of a new 
issuance with a reallocation would enhance the liquidity impact of the issuance without 

https://developmentfinance.un.org/sites/developmentfinance.un.org/files/FSDR2019.pdf
https://developmentfinance.un.org/sites/developmentfinance.un.org/files/FSDR2019.pdf
https://developmentfinance.un.org/sites/developmentfinance.un.org/files/Report_IATF_2018.pdf
https://developmentfinance.un.org/sites/developmentfinance.un.org/files/Report_IATF_2018.pdf
https://developmentfinance.un.org/sites/developmentfinance.un.org/files/FSDR_2020.pdf
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Other options 

¶ Central bank currency swaps 

The network of major developed country central banks, led by the United States Federal Reserve, 
have extended central bank swaps to some developing countries (Brazil, Mexico, Republic of Korea, 
Singapore), and the Bank of Japan have extended as a bilateral swap agreement with the Bank of 
Thailand. These swap lines are intended to prevent foreign-exchange liquidity from drying up. The 
Group could explore the criteria that determine which developing countries can benefit from these 
swap lines; the amount of the swap line relatives to the amount of capital outflows; and the 
potential impact of these swap lines on interest rate spreads and exchange rates. It could also 
explore a potential broadening of these swap lines to include regional monetary arrangements (such 
as the Chiang Mai Initiative Multilateralization). 

¶ Temporary repo facility  

The United States Federal Reserve has set up a temporary repo facility with foreign central banks 
(FIMA Repo Facility), where foreign central banks can temporarily exchange their US treasury 

/en/events/pastevents/pdfs/MonterreyConsensus.pdf
/esa/ffd/wp-content/uploads/2014/09/Doha_Declaration_FFD.pdf
/esa/ffd/wp-content/uploads/2015/08/AAAA_Outcome.pdf
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¶ the importance of strengthening the permanent international financial safety net and urged 
the IMF 


