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Financing and Debt Management Goals

Rising global trade barriers and geopolitical tensions combined
with softer external demand, are creating clear headwinds for
sovereign financing.

Given this environment, the goal of the DMO is to meet all
borrowing requirements of the Treasury in a timely fashion, in a
cost-effective way and without taking excessive currency or
rollover risks.

Reduce the fiscal cost of financing the fiscal deficit, but making
sure that a solution today, does not become a problem tomorrow.



Deepening domestic local currency markets, to anchor de-
dollarization strategies and buffer external shocks, such as FX
volatility and fickle global investor sentiment.

Diversifying our sources of international funding--across
currencies, markets, and investor pools to give optionality and
agility in executing our financing strategies.

Securing multilateral credit lines as a reliable fallback, for
flexibility to choose optimal issuance windows and bridge periods
of heightened volatility without forced moves.



Total sovereign funding through 
bond issuance and multilateral loans during 2025

0

500

1.000

1.500

2.000

2.500

3.000

3.500

4.000

Disbursements with
Multilaterals

Domestic Bond Market International Bond
Markets

582

2,172

3,756

9%

33%

58%

(in USD million and percent of total funding)

Total funding in 2025: 

USD 6,510 million

(7.6% of GDP)



Sovereign funding in international bond markets 
during 2025, by currency

(in USD million and percent of total international bond funding)
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Sovereign funding in domestic bond markets

(in USD million-equivalent)

Over the past six years, the domestic market has emerged as a vital funding 
source, complementing international bond issuances. 
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De-risking sovereign debt portfolio in both currency and 
maturity composition, with increased reliance

on domestic funding

____________________
(1) Source: Ministry of Economy and Finance of Uruguay. 
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Share of Government Debt denominated in 
Local Currency 
(in percent, as of end-period)
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Practical Tools and Examples in Managing Sovereign 
Funding and Portfolio Risks in Uruguay

Coordinated bond issuance and liability management operations
of the Government and the Central Bank to reduce execution
risk and broaden the investor base.

Funding strategies that adapt quickly to changing
macroeconomic conditions (such as a sharp fall in inflation), and
new trade-offs that emerge along cost efficiency and risk
mitigation dimensions.

Diversifying currency and interest rate exposures by exercising
conversion clauses in multilateral dollar debt.
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Republic of Uruguay Global Transaction October 2025
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Uruguay´s latest international bond issuance 
(October 2025)
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Republic of Uruguay Global Transaction October 2025

Bond
Issued

Options to 
Purchase 
the Bonds

Global Nominal 
Peso Bond 

10-Y

Cash (Dollars)

Uruguay´s latest international bond issuance                                        
(October 2025)
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Republic of Uruguay Global Transaction October 2025
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Republic of Uruguay Global Transaction October 2025
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Uruguay´s latest international bond issuance in 2025
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Republic of Uruguay Global Transaction October 2025
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Uruguay´s latest international bond issuance incorporated a               
-to-

Shorter Maturity 
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This financial mechanism has helped broaden the investor base, delivered sharper 
pricing, and reduced execution risk helping us achieve a benchmark-size, index-

eligible instruments without putting undue pressure on yield paid.



Headline inflation (1) 

(YoY, in %)

____________________
(1) Source: National Institute of Statistics and Central Bank of Uruguay 
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Financing and Debt Management Goals

With inflation and inflation expectations declining steadily,
investor demand pivoted away from longer-term indexed debt
toward fixed-rate nominal peso securities at shorter tenors.

In response, the Debt Management Office adjusted the domestic
auction calendars by increasing the supply of nominal peso
Treasuries, at shorter maturities (2,5 and 5 year).

We traded-off some duration for nominalizing local currency debt
issuance and locking in attractive rates to reduce future fiscal costs.



Evolution of amount issued and cut-off auction rates in domestic 
short-term Treasury Note auctions in nominal fixed-rate 

pesos since 2025

Amount issued
(in million of UYU)

USD 206 million-equivalent
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Sovereign funding in domestic bond markets, 
by type of domestic currency

(percent of total in each year)
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Sovereign funding in domestic bond markets,              
by type of domestic currency

Nominalization, long a hallmark of low-inflation environments, has gradually started 
to take hold in Uruguay.

Annual inflation
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Diversifying currency and interest rate exposures by 
exercising conversion clauses in multilateral dollar debt

URUGUAY

TRADITIONAL 
FRAMEWORK

Denominated in Dollars
MULTILATERAL 

BANK

URUGUAY
In Dollars at a Floating Rate

(Interest plus Amortization)

MULTILATERAL 
BANK

Loan Disbursement

Loan Repayment
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Diversifying currency and interest rate exposures by 
exercising conversion clauses in multilateral dollar debt

URUGUAY
US$
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Dollar debt is contractually converted into Nominal Pesos
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CONVERSION
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____________________
(1) Source: National Institute of Statistics and Central Bank of Uruguay 
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Diversifying currency and interest rate exposures by exercising 
conversion clauses in multilateral dollar debt

CONTRACTUAL
CURRENCY AND RATE 
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URUGUAY
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Multilateral Bank to conversion 

currency
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Diversifying currency and interest rate exposures by exercising 
conversion clauses in multilateral dollar debt
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URUGUAY
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Advantages/Benefits of Currency and Interest Rate 
Conversions of Multilateral Debt

Allows the country to get exposure to desired currency/rates
balancing risk mitigation and cost efficiency.

Gets lower interest rates in foreign or local currency by harnessing
multilateral bank s triple A.

The country faces the Multilateral and no need for a stand-alone
CCS with market (reduces counterparty credit risk and execution
risk).

Financial flexibility (partial amounts, partial tenors).



Workstream Underway with the World Bank: 

an EM Currency Basket
The contractual conversion of US$ multilateral debt to local currency is not
always available, given that Multilaterals may not be able to execute the
mirror derivative due to size, maximum tenors available, lack of market data
or insufficient market participants.

Using statistical analysis and financial modeling, the objective of the
ongoing project is to identify an optimal set of liquid emerging market
currencies that, when appropriately weighted: (1) closely tracks the
movements of the USD/Uruguayan peso exchange rate and (2) has a lower
interest rates rate than the local currency.

Redenominating part of the dollar debt portfolio into a synthetic
(through a tailored EM currency basket) could offer a practical and cost-
effective tool for managing foreign exchange risk, particularly (1) during
periods of global financial stress, when emerging market currencies tend to
move in tandem and (2) in situations where direct local currency hedging
instruments are either unavailable, illiquid, or prohibitively expensive for
large volumes or longer tenors.



Concluding Remarks

By combining domestic debt absorption, diversification across
international currencies and investors, and reliable multilateral backstops,
the Government of Uruguay has strived to strengthen funding resilience,
reduce the fiscal cost of financing the fiscal deficit and keep funding
options open while reducing dollarization of debt.

Taking a Sovereign Asset and Liability Management perspective in
coordination with the Central Bank, anchored in strong institutions, to
reduce execution risk and manage portfolio risks.

Importance of adapting the menu of instruments supplied to changes in
macro and financial conditions (nominalization of issuances).

Explore options to rebalance debt portfolio costs and risks through the use
derivatives markets, mindful that these strategies come with trade-offs that
must be carefully measured and managed.


