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Four Questions
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1 What are the near-term prospects for the global economy? Global growth is expected to be steady in 
the near term but remain subdued at below pre-pandemic rates. Risks remain tilted to the downside despite the presence of 
some upside risks. 

2 What is the status of the “fourth wave of debt”?  In EMDEs, the increase in debt over the fourth wave has 
been the largest and fastest. It has been accompanied by a rise in borrowing costs and debt-service burden.

* EMDEs = Emerging Market and Developing Economies

3 How is the “silent debt crisis” evolving? EMDEs with weak credit ratings remain locked in a silent debt crisis 
whereas those solid credit ratings have proved resilient to higher global interest rates. 

4 What are the fiscal policy priorities? Global action: deliver debt relief, improve development prospects and reduce 
future crisis risks via concessional financing and technical assistance. National action: improve fiscal frameworks, develop local 
currency debt markets, broaden revenue bases, prioritize public spending, implement policies to boost long-term growth.
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Global Growth Forecasts
Growth Stabilizing But at a Weak Level
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Source: World Bank.
Note: Aggregate growth rates are calculated using GDP weights at average 2000-19 prices and market exchange rates. Data for 2024 and 2025 are forecasts reported in the June 2024 edition of 
the Global Economic Prospects report.
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Growth and Income Catch-Up
Broad-Based Weakness; Few EMDEs Catching Up
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Sources: UN World Population Prospects; World Bank.
Note: GDP aggregates are calculated using real U.S. dollar GDP weights at average 2010-19 prices and market exchange rates. GDP per capita aggregates are calculated as aggregated GDP divided by the aggregate 
population. Data for 2024 are estimates, and data for 2025 are forecasts. Left Panel. Economies refers to the share of countries, GDP the share of world GDP, and population the share of the world population. Right Panel. 
Per capita income in EMDEs as a percentage of the per capita income in advanced economies.
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Global Inflation, Interest Rates, and Growth Scenarios
Slower Disinflation; Elevated Interest Rates; Negative Impact of “Higher for Longer” on Growth
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Sources: Bloomberg; Consensus Economics; Haver Analytics; Oxford Economics; World Bank.
Note: AEs= advanced economies. Left Panel. Model-based GDP-weighted projections of consumer price inflation using Oxford Economics’ Global Economic Model. Sample includes 65 countries, including 31 EMDEs. 
Confidence bands are derived from Consensus Economics forecast errors using the pre-pandemic sample. Center Panel. Average annual policy interest rates. Aggregates are calculated as GDP-weighted averages of the 
policy rates and policy rate expectations (for 2025-26) for the United States, the euro area, and the United Kingdom. Policy rate expectations are based on futures curves observed on May 31, 2024. Diamond shows the 
expected policy rate under the higher-for-longer policy rates scenario. Right Panel. Deviation in global growth under the higher-for-longer scenario relative to the baseline. Scenarios are produced using the Oxford 
Economics’ Global Economic Model.
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Four Questions
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2 What is the status of the “fourth wave of debt”?  In EMDEs, the increase in debt over the fourth wave has 
been the largest and fastest. It has been accompanied by a rise in borrowing costs and debt-service burden.

* EMDEs = Emerging Market and Developing Economies



Global Waves of Debt
Causes and Consequences



• Wave I: 1970-89
– Growing syndicated loan market in the 1970s
– Heavy borrowing and financial crises in Latin America and Africa in the 1980s

• Wave II: 1990-2001
– Capital market liberalization and massive borrowing in East Asia and Europe
– Financial crises (1997-2001), including Asian financial crisis

• Wave III: 2002-09
– Private sector borrowing in Europe and Central Asia
– Global financial crisis

• Wave IV: 2010-present
– Rise of regional banks and non-traditional lenders and creditors
– Pandemic global recession 

Global Waves of Debt
Four Waves in Five Decades
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Four Waves of Debt
Record Debt in the Fourth Wave
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Source: Kose et al. (2021).
Note: Gross debt for general government and nonfinancial private sector. Aggregates computed with current GDP in U.S. dollars as a weight. Vertical lines in gray, designating the start of four 
debt waves, are for years 1970, 1990, 2002, and 2010: Wave I (1970-1989); Wave II (1990-2001); Wave III (2002-2009); Wave IV (2010-now). Last observation is 2023. Right Panel. Dotted 
lines are for EMDEs excluding China.
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Current (Fourth) Wave of Debt
Largest and Fastest Increase for EMDEs
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Source: Kose et al. (2021).
Note: Rate of changes calculated as changes in total debt-to-GDP ratios over the duration of waves, divided by the number of years in each of them. Total debt is defined as a sum of government 
and private debt. As identified in Kose et al. (2021), there are four waves of global debt: 1970-89 (Wave I), 1990-2001 (Wave II), 2002-09 (Wave III), and 2010- (Wave IV). Aggregates are 
computed with current GDP in U.S. dollars as a weight.

Average annual changes in total debt
(Percentage points of GDP)

-2

0

2

4

6

8

Advanced economies EMDEs EMDEs excl. China

1970-89 1990-2001 2002-09 2010-23



Current (Fourth) Wave of Debt
Largest and Fastest Increase for EMDEs
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Source: Kose et al. (2021).
Note: Rate of changes calculated as changes in total debt-to-GDP ratios over the duration of waves, divided by the number of years in each of them. Total debt is defined as a sum of government 
and private debt. As identified in Kose et al. (2021), there are four waves of global debt: 1970-89 (Wave I), 1990-2001 (Wave II), 2002-09 (Wave III), and 2010- (Wave IV). Aggregates are 
computed with current GDP in U.S. dollars as a weight.
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Interest Rates and Debt Trajectories
Rising Rates, More EMDEs with Debt-Increasing Fiscal Positions
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Sources: Kose et al. (2022); World Bank.
Left Panel. Long-term nominal interest rates are represented by 10-year local currency government bond yields or with close maturity. Aggregates are computed with nominal GDP in U.S. dollars 
as a weight. Last observation is 2023. Right Panel. Blue bars show the share of countries where long-term nominal interest rates (represented by 10-year local currency government bond yields or 
with close maturity) are below nominal GDP growth. Sample includes 83 EMDEs. Red bars show the share of countries in which primary balance sustainability gaps are negative (i.e., debt is on a 
rising trajectory, or debt-increasing fiscal positions). Sample includes 82 EMDEs. 
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U.S. Interest Rates
Higher Real Rates at the End of Debt Waves
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Sources: Haver Analytics; World Bank.
Note: Start is defined as the first three years of each period. Crisis is defined as the year before, and year of, widespread crises. Specifically, for the period 1970-89, start is for 1970-72 and crisis 
is for 1981-83; for the period 1990-2001, start is for 1990-92 and crisis is for 1996-97; for the period 2002-09, start is for 2002-04 and crisis is for 2007-09. For the latest period (2010-24), start 
refers to 2010-12, and now refers to 2024, based on the available months up to April 2024. Real interest rates are deflated by CPI.
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U.S. Interest Rates
Higher Real Rates at the End of Debt Waves
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Sources: Haver Analytics; World Bank.
Note: Start is defined as the first three years of each period. Crisis is defined as the year before, and year of, widespread crises. Specifically, for the period 1970-89, start is for 1970-72 and crisis 
is for 1981-83; for the period 1990-2001, start is for 1990-92 and crisis is for 1996-97; for the period 2002-09, start is for 2002-04 and crisis is for 2007-09. For the latest period (2010-24), start 
refers to 2010-12, and now refers to 2024, based on the available months up to April 2024. Real interest rates are deflated by CPI.
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Four Questions
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3 How is the “silent debt crisis” evolving? EMDEs with weak credit ratings remain locked in a silent debt crisis 
whereas those solid credit ratings have proved resilient to higher global interest rates. 



Cost of Borrowing
Sharp Divergence Among EMDEs; Vulnerable Economies Unable to Borrow
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Sources: Dealogic; Fitch Ratings; J.P. Morgan; Moody’s Analytics; S&P 500 Index; World Bank.
Note: Credit ratings are based on the lowest sovereign long-term foreign currency ratings from Moody’s, S&P, and Fitch as of April 10, 2024. Weak ratings are defined as Caa+/CCC+ and below. 
Left Panel. Median spreads for up to 22 weakly-rated EMDEs and up to 49 other EMDEs. Shaded areas: September 2008–August 2009 and January–December 2020. Center Panel. Share of 
EMDEs with spreads above 10 percentage points, annual average of monthly values. Right Panel. Rolling 12-month totals for bond issuance by EMDE governments denominated in U.S. dollar, 
euro, pound sterling, Swiss franc, and yen. Sample includes 30 EMDEs rated Ba-B and 15 with weak credit ratings (Caa1/CCC+ and below), excluding Russian Federation.
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Debt and Growth
Larger Foreign-Currency Debt and Slower Recovery in EMDEs with Weak Ratings
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Sources: Fitch Ratings; Kose et al. (2021; 2022); Moody’s Analytics; S&P 500 Index; UN World Population Prospects; World Bank.
Note: GDP aggregates calculated using real U.S. dollar GDP weights at average 2010-19 prices and market exchange rates. Weak ratings defined as Caa1/CCC+ and below. Left Panel. Median 
values. Values through 2023Q2. Right Panel. EMDEs includes 102 economies with credit ratings and 43 economies without credit ratings. 
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19 * EMDEs = Emerging Market and Developing Economies

4 What are the fiscal policy priorities? Global action: deliver debt relief, improve development prospects and reduce 
future crisis risks via concessional financing and technical assistance. National action: improve fiscal frameworks, develop local 
currency debt markets, broaden revenue bases, prioritize public spending, implement policies to boost long-term growth.



Fiscal Policy Priorities 
Need for Global Action and Improved National Policies

20

• Improve coordination of debt restructuring and relief processes to reduce the cost of debt distress in EMDEs
• Deliver technical assistance to facilitate improvements in EMDE fiscal, financial and debt management frameworks
• Concessional financing and innovative financial instruments to help countries deal with exogenous fiscal shocks 

Global action

• Implement fiscal rules and fiscal councils that help ensure long-term debt sustainability and transparency 
• Invest in developing local currency debt markets across maturities: lessen exposure currency risk and rollover risk
• Ensure temporary fiscal support measures are timely and targeted
• Develop overarching public investment plans to ensure prioritization and aid robust budgeting and management ()

More prudent borrowing

• Broaden revenue bases by simplifying tax codes, digitalizing tax administrations, and narrowing exemptions and deductions
• Reallocate existing spending to fund priorities: jettison fossil fuel subsidies to invest in infrastructure and finance pro-poor spending 
• Catalyze private investment through public-private partnerships, complemented by robust regulatory frameworks
• Raise revenues by boosting long-term growth prospects via structural reforms, building human capital and narrowing gender gaps

Moving beyond debt
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Studies by the World Bank Prospects Group 
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https://www.worldbank.org/en/research/publication/inflation-in-emerging-and-developing-economies
https://www.worldbank.org/en/research/publication/global-productivity
https://www.worldbank.org/en/research/publication/waves-of-debt
https://www.worldbank.org/en/research/publication/long-term-growth-prospects
https://www.worldbank.org/en/research/publication/informal-economy
https://www.worldbank.org/en/research/publication/commodity-markets#:%7E:text=Commodity%20Markets%3A%20Evolution%2C%20Challenges%2C%20and%20Policies%20provides%20an%20insightful,anyone%20interested%20in%20commodity%20markets.%20%22
https://www.worldbank.org/en/publication/global-economic-prospects
https://openknowledge.worldbank.org/server/api/core/bitstreams/10913920-7b3d-4323-8ccc-43e764336dd2/content
https://www.worldbank.org/en/research/publication/decade-after-global-recession
https://www.worldbank.org/en/research/brief/global-inflation
https://www.worldbank.org/en/research/publication/prospects-risks-and-policies-in-IDA-countries
https://thedocs.worldbank.org/en/doc/abf6fab46b08d9edfcf1187e6a3e108e-0350012023/related/Global-Monthly-May2024.pdf


Questions & Comments
Thanks!
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www.worldbank.org/gep

akose@worldbank.org

Follow me on Linkedin

http://www.worldbank.org/gep
mailto:akose@worldbank.org
http://www.linkedin.com/in/m-ayhan-kose-6242992a9
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