INTERNATIONAL MONETARY FUND

Restructuring Domestic
Sovereign Debt: An
Analytical lllustration

David A. Grigorian

WP/23/24

IMF Working Papers describe researchin
progress by the author(s) and are published to
elicit comments and to encourage debate.

The views expressed in IMF Working Papers are
those of the author(s) and do not necessarily
representthe views of the IMF, its Executive Board,
or IMF management.

2
O
20
e
Z
)
o
>
o
m
20

2023
FEB




© 2023 International Monetary Fund WP/23/24

IMF Working Paper
Monetary and Capital Markets Department

Restructuring Domestic Sovereign Debt: An Analytical lllustration
Prepared by David A. Grigorian*

Authorized for distribution by Thordur Jonasson
February 2023

IMF Working Papers describe researchin progress by the author and are published to elicit
comments and to encourage debate. The views expressed in IMF Working Papers are those of the
authorand do notnecessarily representthe views of the IMF, its Executive Board, or IMF management.

ABSTRACT: Sovereign domestic debtrestructurings have become more common in recentyears and touched
upon a growing share of total public debt. This paper offers a simple framework for policymakers to think about
the decision whether to restructure domestic sovereign debtas partof an effortto reduce overall public
indebtedness. Italso highlights a rather wide range of technical, legal, and operational issues a sovereignmay
face while restructuring domestic debt. As expected, factors such as debtreduction required to achieve
sustainability, fiscal savings from a restructuring, and economic costs of a restructuring are key inputsinto the
decision makingregarding a restructuring, but so are factors such as the composition of debt, fin ancial stability
costs, and crisis preparedness, all of which are discussed in the paper.
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