Climate/SDGs Debt Swap - Donor Nexus Initiative
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https://www.unescwa.org/debt-swap

CREDITOR'S
BENEFIT

- Supports accelerating the

implementation of SOGs and the
Paris Agreement;

« Advances meeting global

adaptation/mitigation targets;

- Reduces risk of default on other

debts due to the ‘feel good factor’;

« Reduces risk of moral hazard and

fungibility of investments;

« Ensures debtor's expenditure

commitment to climate action/
SDGs through public budgets;

- Enhances socioeconomic stability.

DEBTOR’'S
BENEFIT

- Debt relief /fiscal henefits;

- Increases investment in climate

resilient projects;

- Accelerates SDGs and the Paris

Agreement implementation;

- Supports national adaptation and

mitigation commitments/targets;

- Increases donor's support for

climate/green investments;

- Increases sustainable public

investment without additional
pressure on public budget;

- Promotes economic transformation/

diversification/private sector
opportunities;

- Increases job creation;

- Improves livelihoods and reduces

inequality;

- Advances local community

development and women's
empowerment.

DONOR’'S
BENEFIT

- Increases opportunity to provide

grant support toward achieving
climate/SDGs - related actions;

- Avoids transaction costs related to

complex process of engaging with
national stakeholders;

- Avoids direct monitoring of

implementation of grants;

- Reduces risk of moral hazard and

fungihility of grants;

- Scales-up resources for climate-

resilience projects and SDG
actions;

- Increases partnership opportunity

for climate/SDG actions with
public and private actors.
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Operationalizing the Swap

Establish an

interagency Identify the

taskforce at priority sectors

national level and programme/

(national projects (helps

ownership and implementing the
cooperation across 2030 Agenda and the

line ministries] Paris Agreement]

aOmEOm
Assess the
sovereign debt

J results-based
repayments framework for

Design the
financial
conditionalities
(helps better Mobilize
understanding the support from
incentives, risks creditors and
and obligations donors (helps
and implications improving
on budgeting scaling up funds
exercise) mobilization)

HOmEOmmO»
Communicate

with credit rating
agencies and

over the monitoring and market

medium to long
term by type of
creditors [helps
identifying the
scale/amount of
debt release and
selecting the

creditors) of debt swap

participants and

(helps structuring national
the KPls and their
linkage to climate
action and SDGs

stakeholders

(improves sovereign
credit worthiness,
access to horrowing
from capital

market, builds trust

of investors and

people)

For more details: contact saranji@un.org or chouchanicherfane@un.org

Creditor writes off debt
service payment to
DEBTDH external debt [or part anDlTDH
of it] through 2030, as
agreement under the debt
A F'

swap

- ESCWA supports the creditors
in the swap for climate-resilient
investment [identify priorities/
KPls]

- Engures monitoring &
ESCWA supports the implementation
debtor in the swap
for climate-resilient
investments [identify DSM
priorities/KPIs]
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DEBT SWAP
MECHANISM) i

- Negotiates conditionalities and
remedies

ESCWA liaises with

denors including Green
Climate Fund [GCF), Global
Environment Facility [GEF],
Adaptation Fund, Multilateral
Development Banks [MDBs]

Debtor commits swap
equivalent from public
budget, based on debt
swap agreement

- KPI framewiork for selection/ and bilateral donors to scale
n1n_nnanng of programme/ up swap funds for climate-
projects resilient investments

- Facilitates the debt swap
DCA - Capacity-buildin

P DONORS
(DEBT - Community of practice GCE/GEF/

CONVERSION + Monitors the implementation of ADAPTATION FUND/
ACCOUNT) swap funds MDBs/BILATERAL

OCA releases
earmarked funds
based on ESCWA DEM
approval and request

CLIMATE-RESILIENT
PROJECTS
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