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1o fiscal guestions

B [Vhat is the appropriate fiscal policy in the short
ferm. ...and what does this iply for the fiscal ontlook?

B What are the key elements of a fiscal strategy fo ensitre
Jscal solvency?









Here s the Challenge

B To allow fiscal policy fo support the economsy

B While reassuring markets that this is not a Ponzi scheme
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Growth Projections
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Unemployment Rate Projections
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What roles can government plays¢

B [uferventions fo address the ﬁmmz’a/ sector prob[eim

B [Fiscal policy To support aggregate demand
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Gross and Net Fiscal Cost of Banking Crises

(in Percent of GDP)

Indonesia 1997
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Sonrce: Laeven and Valencia (2008), Japan Deposit Insurance Corporation, Hoelscher and Quintyn (2003), and IMF staff estimates. 10
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Intervention to Support Aggresate Denmrand

G-20 Countrees: Discretionary Measures, 2009
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Outlook for Public Finances in Advance

G-20 Countries
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Outlook for Public Finances in Emeroing (&9
Marker G-20 Countries B
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Prolonged Slowdown/ Hagher Interest Rate/ Contingent |
Lability Shock

Government Debt (In percent of GDP) 1/
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Source: IME staff estimates.

1/ Figure reports results of a 2 percentage point decline in growth, and a 200 basis point increase in real interest rates relative to the baseline starting in 2009; as well as a contingent liability shock
corresponding to expected cost of guarantees (colummn A in Table A4.1 in Appendix IV). Averages based on PPP GDP weights.

Base case
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Fiscal Solvency

O Conﬁdeme 111 gOVernients’ solyem)/ has been a source of

stability

B Crifical To ensure that challenging fiscal ontlook does not
raise donbrs abont solvency
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