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e The outbreak of the coronavirus has dealt an unprecedented blow to global financial markets

e Risk asset prices plummeted and borrowing costs soared, especially in risky credit markets

e Emerging and frontier markets experienced the sharpest portfolio flow reversal on record

e Due to strong policy action, markets have partially rebounded. However, stresses remain and

uncertainty Is high
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Vionetary Stirnulus 1s 1n Full Forece 1n Acdvanced Econornies...







Key Drivers of Global FCls

(Standard deviations from mean)

Global Financial Conditions Indices
(Standard deviations from mean)
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Probability of Inflation Less than 1 Percent Market Implied Policy rates from

In Any of the Next 5 Years OIS curves
(Percent) (Percent)
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EPS One-Year Ahead Forecast

Historical and Projected EPS Growth Dispersion S&P 500 Long-Term EPS Growth and Forward
(Year-over-Year Percent Growth) (Indices Based on $ per Share Units, P/E Ratio
2007 = 100) (Ratio)
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US and European Nonfinancial Corporate

Debt-to-Assets Ratios
(Percent)
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US and European High Yield Default

Rates and Downgrades
(12-Month Trailing Par-Based, Percent)
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Portfolio outflows have been historically large and
very fast compared to previous episodes...

Portfolio outflow episodes
(cumulative daily flows since 21 Jan,
percent of GDP, total non-resident portfolio)

GFC (2008) —— Taper tantrum (2013)
— China's FX devaluation (2015) —— EM sell-off (2018)
— COVID-19 (2020)
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... particularly for some economies.

Portfolio outflow Aggregated by Regions
and Asset Classes
(Billions of US dollars, based on dalily
observations)
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Emerging market are a lot more levered now... ... and rely a more on foreign portfolio flows

Public and Private Sector Portfolio Debt Liabilities
Emerging Market Debt (Percent of GDP; international investment position)
(Percent of GDP)
150 - | | China (right scale) 300 e Emerging markets interquartile range
Median emerging Frontier markets interquartile range
195 - market debt BT
20 A |
100 - - 200 Median
15 - - 150
50 ‘K\\\ - 100
25 - Interquartile range for emerging market debt - 50
O ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] ] O

1996 98 2000 02 04 06 08 10 12 14 16 18




Tight financial conditions, the oil shock, and Frontier market bond spreads are near or at record

prospects of arecession can create severe risks high levels, with some facing sizable debt
where vulnerabilities are highest. rollovers in the coming years.
Key External, Fiscal, Real and Oil-Related Vulnerabilities Frontier International Bond Redemptions

by Credit Spread of Issuer
(Billions of US Dollars)

B more than 1,000 basis points 0800 to 1,000 basis points
@600 to 800 basis points O under 600 basis points
- 25
]
— el
- 15
- 5
- 0

2020 21 22 23 24 25 26 217




Number of Market Implied Bond
Downgrades
(Number of bonds)

Yield Spreads of AA- rated over AAA
rated Bonds
(Basis points)
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Thank you!

IMF Regional Office for Asia and the Pacific
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