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“We are all in this togeth these words, Esm Managing

Director Klaus Regling begang 5 remarks at the April 2l meeting with

Kristalina Georgftva, Managing Director @the International
Monetary E#5d (IMF), and the heads of regioW@l rescue
funds f around the globe. The IMF and the reganal
crig@’tighters, known as the Regional Financing

rangements (RFASs), are working hard to mitigate the

these institutions have about €1.8 trillion of combined

firepower.

The IMF, which is at the centre of the Global Financial Safety Net (GFSN), has swiftly
implemented a package of actions, including a doubling of access to rapid financing.!
RFAs, in line with their established role in the international financial architecture, are
reviewing their instruments and policies to be able to provide emergency liquidity, fast-
tracking lending requests, and helping authorities with policy advice or technical
assistance. The ESM, as part of the comprehensive European response to the corona
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crisis, has mac. mvailable Pandemic Crisis Support to all euro area Jer states. This
credit line complei yats the efforts at national level, and will help cg® “itries to finance
direct and indirect hed ‘jcare, cure, and prevention-related costg 5 the Covid-19 crisis.
Each euro area countr be able to access 2% of its respgal ‘ve 2019 gross domestic
product, which would amou:_ %o around €240 billion if all g& "Jit lines were drawn.

Figure 1. Geographical @yeraggfind membership of RFAs
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ource: Cheng, G. et. al (2018). Note: The figure does not represent graphically the EC
Macro-Financial Assistance, as the coverage of this facility is determined on a case-by-

The April high-level call did not bring together strangers, but rather reinforced the bonds
of an important safety net. It was a gloomy October day in 2016 when Regling headed to
F-Street in Washington D.C., to meet his RFA peers from around the world for the first
high-level dialogue. No one knew for sure if this exchange, initiated by the ESM in
cooperation with regional partners from Latin America and Asia, would bear any fruit. At
the time, the recovery from the global financial crisis was gathering pace and a new
economic slowdown of similar scope was not in sight. Nevertheless, the heads of the
seven RFAs who attended the meeting recognised the benefits of a multilateral dialogue
and the value of sharing crisis management experiences. Since that initial event, RFAs
have gained valuable knowledge from each other through the launch of annual research
seminars, the publication of joint RFA staff papers, and the continuous dialogue with the
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IMFE. In fact, i Christine Lagarde, then IMF Managing Director, wht oined the RFA
high-level table i 7 to enthuse others through her personal ady® ‘acy and drive. Last
October, her succes Georgieva, underscored the importancg’ '\ dialogue between the
IMF and RFAs for prom¢. »g global economic stability.

The world now faces an eno s challenge. Both the gnitude and speed of the
current crisis are unprecedentea: jaddition to the i “ieasurable human costs, the
pandemic is expected to cause the V. st econopf ‘downturn since the Great Depression.
(21 Over 100 out of the 189 members gIc h¢ ¢ approached the IMF for emergency
financing — a number that underlines the >rity of this crisis better than any words. No
country will be spared — so, indeed, wg' ‘e is together. At the same time, the ability
of countries to absorb the current sh varies sig_ ficantly. The mandates and lending
capacities of the RFAs are also ¢ “ise, with some i\ #ons better protected than others.
This is why, to avoid economigt ‘agmentation, now mor<_ jan ever, the RFAs and the IMF
need to cooperate more cls in the area of surveillance; wlicy and institutional
capacity building, and fit “icing. Such collaboration contribute’ % a more efficient
mobilisation of both 4 Jertise and resources available througho o GFSN. The inter-
institutional ties tk e RFAs and IMF have developed over the paZ. ‘gw years will be of
a great value 2 nat end.

“Only if g single country in the world gets the help it needs, can we call G¢ »elves
succe I”. With these words, Georgieva closed the virtual meeting. It is now t o act
104 er.

June, the chief economists of the IMF and the RFAs will hold a call to share their
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Further reading

Cheng, G. and Lenkh, A. (2020), RFAS’ financial structures and lending capacities: A
statutory, accounting and credit rating perspective, ESM Working paper 44.
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