
 

 

 
 
 
 
  

Regional Conversation Series:  
Financing Sustainable Development and Addressing 
Debt Risks in the Aftermath of COVID-19 

Introduction 
 

Amid an uncertain and uneven recovery from the COVID-19 pandemic, several developing economies 
of Asia and the Pacific are experiencing shrinking fiscal space and rising debt levels. Policymakers 
are now faced with an unenviable task – to ensure sustained socio-economic recovery, which will 
require continued fiscal support, while finding means to finance the rising fiscal deficit and tackle 
debt sustainability concerns. At the same time, they need to continue to pursue the ambitions of the 
2030 Agenda and tackle the climate emergency. While emergency lending by the IFIs plus the G20’s 
Debt Service Suspension Initiative provided some relief, the extent to which these will suffice to 
alleviate the financing pressures and tackle debt-related challenges is unclear. 
 
The purpose of this Regional Conversation is to exchange views with policymakers and experts on 
how to increase the availability of financing for sustainable development and climate action and 
address debt risks in Asia and the Pacific. The conversation builds on an a high-level event on Debt 
relief in the aftermath of the pandemic organized by ESCAP during its 77th Commission Session in 
April 2021, and complements discussions at the third session of the Committee on Macroeconomic 
Policy, Poverty Reduction and Financing for Development, convened during 20-22 October 2021. The 
event was moderated by Mr. Hamza Ali Malik, Director of the Macroeconomic Policy and Financing 
for Development Division.   

Summary 
 
I. Opening  

Ms. Armida Salsiah Alisjahbana, Executive Secretary of ESCAP underscored that without adequate 
financing for the needed investments the likelihood of achieving the Sustainable Development Goals 
in Asia and the Pacific look slim. She noted that a major economic crisis was avoided in 2020 and 
2021 because of timely, pro-active, and innovative policy interventions by several countries, 
supported by abundant emergency lending by the international financial institutions and the G20’s 
Debt Service Suspension Initiative (DSSI). Going forward, however, with the DSSI ending this year, and 
the recovery from the pandemic remaining uncertain, continued policy support and use of innovative 
financing instruments will be critical. In addition, she noted that if the current spike in inflation due to 
constraints in global supply chains becomes entrenched, central banks may increase interest rates, 
leading to an increase in the cost of financing in developing countries. In this context, she suggested 
various issues for discussion during the regional conversation, including (i) measures taken by policy 
makers in the region; (ii) managing debt vulnerabilities while continuing to finance needed 
investments in sustainable development; and (iii) innovative and sustainable financing instruments 
and strategies available to close the financing gap. 
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  during the regional conversation, including (i) measures taken by policy makers in the region; (ii) 

managing debt vulnerabilities while continuing to finance needed investments in sustainable 
development; and (iii) innovative and sustainable financing instruments and strategies available 
to close the financing gap. 
 
 
II. High-level segment 

 
The Cook Islands, like other small island developing States in the Pacific, faces major climate risks, 
which require substantial investments in climate adaptation. At the same time, many Pacific SIDS 
are facing a high risk of debt distress according to the IMF/WB debt sustainability analysis. Do you 
see debt for climate swaps as a potential solution to address both climate and debt risks 
simultaneously? And what are the main considerations that are needed by Pacific SIDS to 
successfully implement such a solution? 
 
H.E. Mark Brown, Prime Minister and Minister of Finance of the Cook Islands, highlighted that 
the COVID-19 pandemic caused government revenues to decline and the public debt to increase 
significantly. He recognized that debt-for-climate swaps is one option for countries to address 
their debt obligations while also pursuing the climate commitments, but pointed out that this 
option is most relevant for countries that have high levels of emissions to mitigate or adaptation 
measures that can be monetized. He noted the urgent need for adaptation measures that the Cook 
Islands should undertake to increase resilience, including building stream banks to prevent 
flooding and larger water storage capacities in remote islands that are experiencing 
unprecedented droughts. He suggested that going forward financing options to address the 
country’s growing debt level should consider the debt servicing aspect while allowing countries to 
take on additional debt at concessional rates from traditional creditors. He emphasized that debt 
repayments must be aligned with an appropriate timeline that matches the economic recovery of 
small island developing states, and that the creditors should exhibit flexibility to support countries 
that are trying to build resilience to cope with extreme climate events. He further recommended 
that the public debt of small island developing states should be refinanced at highly concessional 
rates with extended periods of amortization to increase their financial sustainability. 
 
Philippines, like other developing countries in the region, has faced the challenge of financing 
additional public expenditures to address the health and socio-economic consequences of the 
COVID-19 pandemic. Going forward, in addition to recovery efforts additional financial resources 
will be required for the implementation of the SDGs and commitments under the Paris Agreement. 
It can be a difficult task to meet such considerable financing requirements. Yet, innovative financing 
options can support countries in raising the required financing and attracting investment. How does 
the Philippines plan to manage the financing needs and what innovative financing solutions is your 
country considering (e.g. green or climate bonds)? 
 
H.E. Mr. Carlos Dominguez III, Secretary of Finance of the Philippines, who delivered his remarks 
through a recorded message, noted that one of the salient challenge for the Philippines and all 
other countries is to muster enough resources to effectively fight the COVID-19 pandemic while 
at the same time keeping fiscal deficits at sustainable levels. He pointed out that the Philippines 
has managed this challenge well due to sound policies that it had introduced before the pandemic, 
such as prudent fiscal discipline, comprehensive tax reforms, and a clear public debt management 
strategy. Taken together, these policies resulted in high credit ratings and manageable debt and 

deficit levels. During the pandemic, the Government successfully expanded its lending to 



 

 

 
  impacted enterprises through government banks, instead of passing funds through less efficient 

public programmes, while reducing corporate income tax rates. He highlighted the importance of 
mainstreaming finance to support climate action and sustainable development, including through 
innovative financing instruments such as green and sustainability bonds. In this vein, he shared 
that his Government has crafted a framework of policies to support climate mitigation and 
sustainable development, which includes developing a roadmap for sustainable finance; 
investing in project pipelines, including projects such as hydropower that would reduce carbon 
footprints; and expanding insurance schemes to reinforce risk mitigation and resilience efforts in 
the agriculture sector. 
 
The Covid-19 pandemic devastated the tourism and travel industry worldwide. As a small island 
nation dependent on tourism, the impact on the Maldives would also have been significant. What 
is the current economic and fiscal situation, and what is the government doing to ensure fiscal and 
debt sustainability? 
 
H.E. Mr. Ibrahim Ameer, Minister of Finance of Maldives, highlighted that Maldives suffered one 
of its worst economic contractions in 2020 due to a sharp decline in tourism-related revenues; 
from 1.8 million tourists in 2019 and a forecast of 2 million in 2020, only 400,000 travelled to 
Maldives in 2020. However, as of July 2021, borders have been re-opened and tourist arrivals are 
currently expected to reach 1,300,000 in 2021, up from an initial forecast of 600,000. With regards 
to the fiscal situation, the country is expecting to improve fiscal space and debt sustainability in 
the medium-term, with debt below 100 per cent of the GDP and the fiscal deficit below 5 per cent 
of the GDP by 2023. To respond to the COVID-19 pandemic and address financing needs, the 
government issued sukuk bonds for $500 million, which were received with interest by 
international investors. The most recent sukuk issuance of $200 million was oversubscribed 
three times, highlighting the strength of the demand for Maldives’ debt instruments. 
 
Similarly to Maldives, Sri Lanka has been hit hard by the collapse of the tourism and travel industry, 
but the problem has been compounded by downgrades in Sri Lanka’s sovereign credit rating by 
several rating agencies. Without access to international capital markets and no eligibility to the 
Debt Service Suspension Initiative or to the G20’s Common Framework for Debt Treatments, what 
are the options for Sri Lanka to deal with the situation? What options are there for sri Lanka to 
obtain additional financing through bilateral creditors or emergency finance by IFIs? And what are 
the pros and cons of entering restructuring negotiations with private bondholders? 
 
H.E. Mr. Ajith Nivard Cabraal, Governor of the Central Bank of Sri Lanka, pointed out that credit 
rating downgrades have been damaging for many debtors countries, including Sri Lanka, as they 
hampered their access to international capital markets. He noted that the current global debt 
architecture has large gaps. For instance, countries like Sri Lanka are not covered by the Debt 
Service Suspension Initiative or the Common Framework for Debt Treatments. Although the 
present global liquidity and reserve-supporting schemes have helped many countries, their size 
is not sufficient, and their disbursements are slow. As a result, they did not fully meet countries’ 
urgent needs under the unprecedented socioeconomic crisis caused by the COVID-19 pandemic. 
Sri Lanka is looking into all possible options to refinance its debt, including through bilateral 
official sources. To expand its fiscal space in a sustained manner, the country would consider 
debt restructuring as a last resource, after carefully assessing its fiscal and debt management 
strategies in cooperation with the international development community. 



 

 

 
  At the latest Forum of Economic Ministers Meeting (FEMM) in July 2021, the Pacific Economic 

Ministers endorsed the convening of a regional debt conference between the Forum Island 
Countries and their Creditors to discuss and explore options for debt relief. Additionally, the FEMM 
established the Pacific Resilience Facility, a regional mechanism for financing climate change 
adaptation and mitigation. These are two important initiatives taken to solve debt distress 
challenges and mobilize financing towards climate action. Can you expand on FEMM’s vision for 
these initiatives going forward and what would be considered a success? 
 
H.E. Mr. Henry Puna, Secretary General of the Pacific Island Forum, highlighted that the Pacific 
small island developing States (PSIDS) are currently facing a triple threat consisting of health and 
economic crises due to COVID-19, more frequent and severe climate induced disasters due to 
climate change, and rising development financing needs. He pointed out that almost all PSIDS 
face long-standing debt challenges, exacerbated by declining revenues and increasing 
expenditures, and that many PSIDS have increased borrowings to address current challenges 
leading to a higher risk of debt distress. Mr. Puna informed the participants that the Pacific Islands 
Forum Economic Ministers Meeting, held in July 2021, endorsed the convening of a regional debt 
conference between PSIDS and their creditors to explore innovative options for debt relief. 
Stressing the importance of debtors and creditors sitting at one table with an open mind to come 
up with win-win solutions, he thanked ESCAP for agreeing to co-host this debt conference in 
March 2022. Mr. Puna also informed the participants about the Pacific Resilience Facility (PRF), 
which is an innovative, regional, home-grown development financing initiative endorsed by Pacific 
Island Forum leaders and Forum Economic Ministers to provide small grants to community 
resilience projects against climate change and disaster risks. Based on the principle of regional 
ownership, the PRF is expected to provide affordable and contextualized financing and 
investment in disaster preparedness, keeping in view that every US dollar spent on disaster 
preparedness saves 7 US dollars in disaster recovery. He further informed the participants that 
the PIF is soliciting financial support and commitments from its development partners to 
capitalize the PRF, and that a global pledging event will be convened later next year. 
 
 
III. Experts segment 

 
Your country along with Chile have played a leadership role in the establishment of the 
Coalition of Finance Ministers for Climate Action in April 2019. Since its launch, finance 
ministers from over sixty countries have signed on to the 'Helsinki Principles,' which 
propose to align fiscal policies and the use of public finance with the Paris Agreement 
commitments. How can governments in Asia and the Pacific achieve such alignment given 
their limited fiscal space? What financing mechanisms and policies should be considered? 
 
 



 

 

 
 
  

Mr. Pekka Morén, Special Representative of the Finance Minister of Finland on Climate Action, 
spoke about the Coalition of Finance Ministers for Climate Action established in April 2019. He said 
that the coalition currently has 65 members and 25 institutional partners, including World Bank and 
the IMF. The goal of the coalition, which is currently co-chaired by Indonesia and Finland, is to 
provide a platform to exchange experiences and discuss policy options that can help align fiscal 
policies and the use of public finance with the Paris Agreement, guided by the coalition’s Helsinki 
Principles. Mr. Morén noted that although limited fiscal space is a major challenge that all countries 
are currently facing, especially when large investment are needed to address climate change, the 
development of transition strategies for adaptation and decarbonization can provide a way 
forward. Such strategies will require the following: (i) understanding the nature of risks that climate 
change poses to public finances and the economy; (ii) developing frameworks, practices and tools 
on how to manage these risks; (iii) developing innovative financing instruments such as green 
bonds, transparency and disclosure regulations, and mechanisms such as blended finance and 
debt-for-climate swaps; and taking advantage of partnerships with both national and international 
stakeholders. Mr. Morén concluded by noting that there is strong momentum among the coalition 
members in working towards economic reforms within the framework provided by the Helsinki 
Principles. 
 
The increasing liquidity in global capital markets since May 2020 plus emergency lending by IFI’s and 
the G20 DSSI averted the risk of a global debt crisis on the back of the pandemic. However, public 
debts have increased and there is a risk that the present spike in inflation could push central banks 
to increase interest rates, raising the cost of borrowings. What is your view about the ability of the 
current debt architecture to tackle a future increase in episodes of debt insolvency? And for countries 
that remain solvent but face increasing debt service payments, how will they be able to afford 
investing in climate action and the SDGs? 
 
Mr. Jeromin Zettelmeyer, Deputy Director, Strategy, Policy and Review Department, International 
Monetary Fund, underscored that debt risks differ across two categories of countries. On the one 
hand there are countries with elevated debt levels because of the pandemic or caused by 
vulnerabilities that existed before the pandemic. On the other hand, there are countries whose debt 
risks are associated with climate change risks. For the first group of countries, debt risk has been 
mitigated somewhat due to emergency financing measures, abundant global liquidity, and the 
beginning of the recovery from the pandemic. However, debt levels are expected to remain high 
over the next 2 to 5 years due to elevated fiscal deficits and potential risks of interest rate increases. 
Regarding debt restructurings, he pointed out that their implementation depends on the types of 
debt instrument and creditors. He noted that restructuring debt related to international bonds is 
relatively easy compared to restructuring debt that involve heterogeneous creditors, including both 
private and public creditors and members and non-members of the Paris Club. He noted that the 
G20’s Common Framework was designed to deal with the latter cases but admitted that progress 
in its implementation is slow. As an example of an option to provide additional financing going 
forward, he mentioned the new IMF Resilience and Sustainability Trust, which will channel special 
drawing rights (SDRs) from countries that do not need them to low- and middle-income countries 
for climate action and pandemic recovery. On debt for climate swaps, he pointed out that they can 
be a useful mechanism, although not for dealing with countries with deep debt crises. He suggested 
that the use of funds from debt-for-climate swaps should be scaled up from projects to programs, 
with terms conditional on countries achieving performance indicators in climate or sustainable 
development. He concluded by pointing out that the agenda on debt-for-climate swaps cannot be 
separated from the agenda on sustainable finance broadly conceived, which includes KPIs, 
governance structures for these KPIs, and market participants getting use to them. 

 
 



 

 

 
 As opposed to the conversation thus far regarding debt risk and limited fiscal space, in Kazakhstan 

public debt is manageable, though it has increased by 6 per centage points to 27 per cent of GDP in 
2020. What are the main financing sources that Kazakhstan has tapped into for this purpose and 
what prospects do you see for your country to tap into innovative financing sources, such as green, 
social and sustainability bonds? 
 
Mr. Asanaly Duisembay, Director of the State Borrowing Department at the Ministry of Finance of 
Kazakhstan, shared with the participants that Kazakhstan is working on a variety of measures – 
ranging from the inclusion of government securities in global indices to a more efficient settlement 
system, with shorter processing times and associated costs – to increase the attractiveness of its 
debt instruments among international investors. These measures succeeded in increasing the 
share of international investment in government securities from less than 0.1 per cent to over 3 per 
cent of the total, equivalent to over $800 million. The use of clearing systems such as Clearstream 
and Euroclear, have also contributed to increase inflows from foreign investors. Other measures 
being explored include issuing Eurobonds in other currencies with high correlation to the tenge, 
such as the Russian ruble, and listing in Russian financial markets; issuing Islamic financing 
instruments; and borrowing in Asian financial markets. In 2021, Kazakhstan is planning to adopt 
Public Finance Management tools to improve the management of budget, the public debt, and the 
National Fund (the country’s sovereign wealth fund) with the aim of reducing the budget deficit to 
2 per cent of GDP and the non-oil deficit to below 5 per cent of GDP by 2030. 
 
Earlier in this conversation we discussed debt-for-climate swaps. You have been supporting the 
negotiations of Armenia with France on a debt-for-climate swap deal. Could you please share some 
details on these negotiations? And how do you see debt for climate swaps as an instrument to 
simultaneously reduce debt vulnerability and increase financing for climate action projects? 
 
Mr. Erik Grigoryan, expert in environmental economics and former Minister of Environment of 
Armenia, elaborated on how debt-for-climate swaps are different from the earlier concept of debt-
for-nature swaps, stressing that the former should be based on a cooperation platform potentially 
helping both debtors and creditors. He pointed out that the international community had failed to 
mobilize the $100 billion per year by 2020 for climate action in developing countries committed at 
COP 15, and argued that debt-for-climate swaps could play a role in allowing creditor countries to 
fulfil such commitments. He noted that financial resources spent for this now are more useful than 
five or ten years from now. Debt-for-climate swaps can also help debtor countries to finance climate 
mitigation and adaptation measures included in their Nationally Determined Contributions (NDCs). 
Mr. Grigoryan presented an example of a debt-for-climate swap under negotiation over the last two 
years between Armenia and France. He noted that the mechanism that the two countries had 
worked on primarily focused on bilateral public debt, but in principle other partners, such as climate 
funds and the private sector, could be added. He informed the participants that the green climate 
fund is developing its own debt-for-climate swap mechanism and observed that if negotiations on 
Article 6 of the Paris Agreement clear barriers to private sector participation in internationally 
traded mitigation outcomes, there would be a lot more interest from the private sector on climate 
financing. 
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