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BOX 2.1: EARLY REPAYMENT OF THE IMF LOAN 
 
In 2015, the State requested authorisation from the European institutions to repay 50% of 
the IMF loan in advance, without having to redeem a proportionate share of the remaining 
EFAP loans at the same time. In early 2017, the Republic repaid the last tranche of the loan 
associated with this authorisation and began discussions with a view to obtaining a new 
authorisation. 
 
The second authorisation was granted in June 2017, providing for the early repayment of the 
entire loan amount in excess of 187.5% of Portugal’s quota at the IMF. This corresponded to 
the portion of the loan on which an additional premium of 3%12 was levied, the balance of 
which amounted to SDR 7.6 billion. Although this new authorisation was valid for a period 
of 30 months (like the first one), the significant improvement in market conditions and the 
better budget execution than anticipated allowed this timetable to be anticipated. The 
Republic amortised SDR 6.9 billion (equivalent to EUR 8.5 billion) related to this second 
authorisation in 2017, but concluded the process in January 2018. 
 
These operations allowed not only to soften the redemption profile of the coming years, but 
also to substantially reduce the average cost of public debt, contributing to reduce the 
refinancing risk and to improve investors’ perception of Portugal’s credit risk. 
 
Table 2 – Early repayments of the IMF loan 

 
Source: Bloomberg and calculations by IGCP. 
 
As can be seen, the cost of the IMF loan was in all circumstances much higher than the 
theoretical cost of issuing an OT with an equivalent maturity. In a theoretical exercise, the 
replacement of this portion of the IMF loan by OT with an equivalent maturity would have 
resulted in an accumulated interest savings (between the repurchase date and the original 
maturity date of the loan) of approximately EUR 2.4 billion. 
 
However, IGCP has adopted a prudent strategy of a timely softening of the redemption 
profile, so the average maturity of medium- and long-term debt issues has been higher than 
the average maturity of the amortised tranches of the IMF loan. Thus, in practice, the 
replacement of this portion of the IMF loan with other medium- and long-term debt (taking 
into account OT issuances and Floating Rate Treasury Bonds (OTRV) in the 12 months prior 
to their repurchase) resulted in cumulative savings in interest of approximately EUR 1.1 
billion, still a significant saving, especially in view of the reduction of the refinancing risk 
arising from the extension of the implicit maturity in this year. 
 
 

 

                                                 

 

 
12 The base cost of the IMF loan corresponds to the SDR rate plus a 1% premium. However, an additional premium of 3% 
on the loan amount in excess of 187.5% of the debtor country’s share is added to this amount. 

Total Amount

(SDR million) IMF loan Asset Swap

Mar2015 5,108 1.74 4.31% 3.59% 0.26%

Jun2015 1,471 2.58 4.58% 3.83% 0.82%

Feb2016 1,538 2.35 4.28% 3.44% 0.49%

Nov2016 1,621 1.99 5.03% 3.54% 0.73%

Dec2016 356 2.22 4.70% 2.94% 0.66%

Feb2017 1,332 2.24 4.94% 3.27% 0.61%

1
st

 waiver 11,471

Jul2017 2,926 2.40 5.12% 3.69% 0.21%

Oct2017 837 2.58 5.28% 3.64% -0.14%

Nov2017 2,300 2.95 5.08% 3.41% 0.15%

Dec2017 838 3.32 5.41% 3.69% 0.07%

Jan2018 708 3.34 5.81% 4.11% 0.07%
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nd

 waiver 19,079
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