Mr. Kohler Visits Japan in
September

Mr. Horst Kéhler, the IMF’s Managing

Director visited Japan during September 8-11.
On September 10, he gave a speech at an event to commemorate the
50th anniversary of Japan’s membership in the IMF and the World
Bank. In his speech (http://www.imf.org/external/np/speeches/
2002/091002a.htm), the Managing Director addressed the risks and
uncertainties of globalization and emphasized the need for the IMF to
be supportive of the process of globalization.

With regard to Japan, he noted that Japan had been playing an
increasingly important role in world economic affairs, including in
international organizations such as the IMF. He also gave credit to
Japanese technical assistance and training in the developing countries
in collaboration with the IMF and noted that these resources represent
a wise investment to help build a more peaceful and prosperous world.
In order to restore Japan’s potential growth performance he stressed the
need for an integrated policy approach, based on decisive restructuring
of the banking and corporate sectors and macroeconomic policies
designed to bring an end to deflation. In this task, he expressed his
strong support for Prime Minister Koizumi’s commitment to accelerate
structural reforms. He concluded his speech by thanking Japan for its
contribution to the IMF.

During his stay, the Managing Director held meetings with senior
Japanese government officials including Prime Minister Koizumi, for-
mer Financial Services Minister Yanagisawa, State Minister Takenaka
for Economic and Fiscal Policy, and Governor Hayami, Bank of Japan.
In addition, he met and exchanged views with Mr. Etsuo Washio,
President of Zenrosai, Mr. Kiyoshi Sasamori, President of Rengo as
well as Mr. Hiroshi Okuda, Chairman of the Japan Business
Federation. He attended a meeting with financial institutions including
Japanese banks.

WB Group and IMF Hold 2002 Annual Meetings

The Board of Governors of the IMF and the Boards of Governors of
the World Bank Group held the 2002 Annual Meetings in
Washington, D.C. on September 29, 2002. Mr. Horst Kéhler,
Managing Director of the IMF noted in his closing remarks that
advanced countries recognize the need for vigilance against any further
weakening in economic prospects, and for action to remove impedi-
ments to stronger growth.

On the previous day, the International Monetary and Financial
Committee held its sixth meeting under the Chairmanship of Mr.
Gordon Brown, Chancellor of the Exchequer of the United Kingdom.
In the communique, the Committee observed that the global economic
recovery is proceeding, although at a slower pace than expected. It also
noted that growth is expected to strengthen in the near term, thanks to
the strong policy response across the international community.
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§ Tokyo Office Activities

150 Participants Discuss
Foreign Direct Investment
in Hanoi

About 150 government officials, academics and journalists exchanged
views on the role of foreign direct investment (FDI) in helping to accel-
erate the economic transition of the Mekong Delta countries of
Cambodia, Lao P.D.R., and Vietnam to market-oriented economies,
in a conference jointly organized by the State Bank of Vietnam and
OAP. This conference was held in Hanoi during August 16-17. FDI
has a key role in facilitating the transfer of technology and management
know-how and developing dynamic private enterprises. From the expe-
rience of countries in the region, it was clear that political stability, an
open attitude towards global competition and a favorable investment
climate are some of the prerequisites for FDI to flourish. In addition, it
was generally accepted that greater policy predictability, building up of
a credible legal framework and streamlining of the investment approval
process are some of the policy priorities for the three Mekong Delta
counties to attract and sustain higher levels of FDI.

Deadline for Japan-IMF Scholarship
Program for Asia Application

The deadline for applications for the 2003-2004 academic year is
December 15, 2002. Forty scholarships will be available for graduate-level
study in Japan in macroeconomics or a related field. Nationals from any of
the following countries are eligible to apply: Cambodia, China, Indonesia,
Kazakhstan, Kyrgyz Republic, Lao P.D.R., Mongolia, Myanmar, the
Philippines, Tajikistan, Thailand, Turkmenistan, Uzbekistan, Vietnam,
and Pacific Island Countries. Nationals of other countries in the region
may also be considered on a case-by-case basis. For the brochure, please
contact IMF Resident Representatives in relevant countries or the
Programs Officer at mkennedy@imf.org. For further details, please see our
website http://Awww.imf.org/external/np/ins/english/scholar.htm.

OAP Works for Regional Cooperations

One of the key tasks of the OAP is to ensure continuity in the Fund’s dia-
logue with policy makers through various policy fora and to facilitate
regional and bilateral surveillance activities. In this context, OAP staff
members often participate in various conferences. They include ACBF
Meetings (Yokjakarta, Indonesia 7/29; Yangon, Myanmar 10/21), APEC
meeting (Los Cabos, Mexico, 9/2—6), ASEAN+3 Seminar (Beijing, China
10/11) and Manila Framework Group meeting (Brunei, 10/28-29).
OAP also participates in conferences of a more academic nature such as
the Australian National University-Korea Institute for International
Economic Policy conference in Seoul (9/23-24). In the field of external
relations, OAP participated in the ICFTU-APRO meeting with IFIs held
in Manila (10/10-11) and exchanged views and opinions with labor
union representatives from the Asia and the Pacific region.

OAP Holds WEO/IMF Seminars in Manila

On November 4-5, the OAP, in collaboration with the Central Bank
of the Philippines and the IMF Representative Office in Manila,
hosted seminars on the recent World Economic Outlook and IMF
issues. Participants included representatives from government, acade-
mia, the private sector as well the press. Mr. Hiroyuki Hino, Director
and Mr. Charles Adams, Assistant Director of OAP made presenta-
tions followed by a question-and-answer session.
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The Sovereign Debt Restructuring
Mechanism (SDRM)

The IMF’s crisis prevention efforts are aimed at reducing the
number and severity of financial crises, but it is unlikely that crises
will ever be completely eliminated. In those rare instances where
governments accumulate debt burdens that are too large to ser-
vice, an efficient means is needed to help restructure the obliga-
tions as a precondition for returning to sustainable growth.

Currently, the international financial system lacks a strong
framework for the predictable and orderly restructuring of sov-
ereign debts. The IMF has therefore been seeking to create a
legal framework-the SDRM-that can help provide the appropri-
ate incentives for sovereign debtors and their creditors to more
efficiently deal with unsustainable debt burdens (the so-called
statutory approach), while at the same time avoiding the intro-
duction of incentives that would increase the risk of default. In
addition, the IMF has been seeking to encourage the greater use
of collective-action clauses in sovereign bond contracts as a com-
plementary means to help debtors and creditors overcome the
coordination problems in addressing unsustainable sovereign
debt burdens (the so-called contractual approach).

Even though the IMF is playing a key role in promoting
reform in both areas, the ultimate objective is a framework in
which decisions on restructuring are made by creditors and
debtors and the Fund’s role is kept to @ minimum.

Although domestic bankruptcy law can serve as a useful
model for the SDRM, its applicability is limited by the unique
characteristics of a sovereign state. Considerable work is there-
fore being carried out to identify “best practices” that could be
applied in the context of sovereign debt problems.

The most important element of a new sovereign debt-
restructuring framework would be the creation of a mechanism
that would enable the affirmative vote of a qualified majority of
creditors to bind a dissenting minority to the terms of a restruc-
turing agreement, since it would eliminate the threat of disrup-
tive litigation by dissenting creditors. Another important
element would be the possibility of a temporary stay on creditor
litigation after a suspension of payments, but before a restruc-
turing agreement is reached. At the same time, the SDRM will
need to include safeguards that give creditors adequate assur-
ances that their interests are protected during any stay on pay-
ments and the restructuring process.

For additional information on the challenges in establishing
the SDRM and the key issues, see the IMF’s website
(www.imf.org).

Forthcoming Events

November 14 OAP Workshop, Tokyo, Japan

Mr. Randall Henning, Visiting Fellow at the Institute of
International Economics located in Washington D.C. will
present a paper on “East Asian Financial Cooperation” in
the IMF Tokyo Office. Academics and researchers will be

invited to the presentation and discussion.

November 15 SDRM Outreach Seminars, Tokyo, Japan

Mr. Jack Boorman, Special Advisor to the Managing
Director of the IMF will visit Tokyo to hold seminars on
the Sovereign Debt Restructuring Mechanism. (Please

refer to the above column.)

November 19-21 ANU-AusAID Visit, Canberra, Australia
OAP staff will visit the National Center for Development
Studies at the Australian National University and AusAID
to discuss the Australia-IMF Scholarship programme and
discuss the role of the IMF in the changing global economy.
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IMF Activities continued from page 1
Mr. Rogoff Visits Asia (October 8-16, 2002)

During October 8-15, Mr. Kenneth Rogoff, IMF Economic
Counsellor and Director, Research Department visited Tokyo, Beijing,
Hong Kong SAR and Singapore. In Tokyo and Singapore, he con-
ducted two seminars on the recently published World Economic
Outlook report, one with government officials and another with the
press and academics. In Beijing, Mr. Rogoff attended a Seminar on
“Short-Term Capital Movements and Capital Account Liberalization.”
During his trip, Mr. Rogoff met government officials to discuss and
exchange views. His remarks in Tokyo can be read at
http://www.imf.org/external/np/speeches/2002/100902.htm

Thailand: Article IV Consultation (August 26, 2002)

The IMF Executive Board concluded the Article 1V consultation with
Thailand. Executive Directors welcomed the progress made by
Thailand since the 1997 crisis, noting the sound macroeconomic
framework, which had contributed to low inflation, a reduction in
external vulnerability, and the rebuilding of reserves.

China: Article IV Consultation (August 5, 2002)

The IMF Executive Board concluded the Article IV Consultation with
China. They commended the Chinese authorities for pursuing policies
and structural reforms that have positioned the economy to weather
well the external slowdown of last year, while continuing its transfor-
mation toward increased market orientation. Directors also considered
that a gradual move toward greater exchange rate flexibility would facil-
itate China’s adjustment to the major structural changes underway and
its growing integration into the world economy.

Lao P.D.R.: PRGF-Supported Program and Article 1V Consultation
(August 26, 2002)

The IMF Executive Board completed the second review of the perfor-
mance of the Lao P.D.R. under a three-year Poverty Reduction and
Growth Facility arrangement. This enabled Lao P.D.R. to draw an
amount equivalent to SDR 4.53 million (about US$6 million) from the
IMF, which would bring total disbursements under the arrangement to
SDR 13.59 million (about US$18 million).

IMF Launches New Site on Statistical Practices
Relating to FDI

On October 2, the IMF launched a website on statistical practices
relating to foreign direct investment designed to meet the needs of
a wide range of users such as researchers, financial analysts and
journalists. The site provides information on the practices of 55
countries. Please visit http://www.imf.org/external/np/sta/
di/mdb97.htm
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