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I. Scale and Sources of Fiscal Risk in the UK:
a. Scale of Fiscal Risks: Debt
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I. Scale and Sources of Fiscal Risk in the UK:
b. Scale of Fiscal Risks: Borrowing
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I. Scale and Sources of Fiscal Risk in the UK:
c. Sources of Fiscal Risks: Borrowing Errors
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I. Scale and Sources of Fiscal Risk in the UK:
d. Sources of Fiscal Risks: Debt Shocks
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Sources of Unanticipated Increase in Government Debt: 2007-10
(Percent of 2010 GDP)

Source: IMF (2012)



II. HMT’s Managing Fiscal Risks Report:
a. Contents 
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II. HMT’s Managing Fiscal Risks Report:
b. Managing Fiscal Risks: Governance
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III. Mitigating Fiscal Risks:
a. Macroeconomy
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III. Mitigating Fiscal Risks:
a. Macroeconomy
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III. Mitigating Fiscal Risks:
b. Financial Sector

11



III. Mitigating Fiscal Risks:
c. Revenue
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III. Mitigating Fiscal Risks:
d. Expenditure
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III. Mitigating Fiscal Risks
e. Balance Sheet Review
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III. Mitigating Fiscal Risks
f. Inflation-linked Debt
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Share of Inflation-Linked Debt
(G7 Countries, Latest Year)

Annual Issuance of Inflation-linked Debt

Source: HM Treasury (2018)
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III. Mitigating Fiscal Risks
g. Retiring the Private Finance Initiative

16Source: NAO (2018)

There are three main reasons to retire PFI

PFI tended to be more expensive 
over the life of the contract.
This was masked because it was 

off-balance-sheet. 
1.Long-run cost

The nature of the contracts meant 
less flexibility to adapt to changing 
service needs.

2.Flexibility

The OBR described PFI as a 
“fiscal illusion”.
Retiring it will increase fiscal 

transparency.
3.Transparency

Comparative cost of PFI
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1. It is possible to be open about fiscal risks without losing market or 
public confidence (may even improve)

2. Sources of fiscal risks vary between countries and over time –
reporting and management needs to be regular and adaptive

3. However, there are some common themes and challenges: Biased 
forecasts, financial fragility, SoEs, subnationals, contingent liabilities

4. Fiscal stress testing can yield some novel and striking insights about 
the scale and sources of fiscal vulnerability

5. Outsourcing fiscal risk disclosure and analysis to a fiscal council can 
enhance credibility, comprehensiveness, and accountability

IV. Lessons from UK Experience (i)
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6. Fiscal risk management requires dedicated internal reporting and 
management structures (not captured in budgets/accounts)

7. Tackling fiscal risks requires creativity and a mix of fiscal policy and 
management changes (often undoing previous creativity)

8. Focus reforms where circumstances enables one to make progress 
and continue to keep other risks on the public radar

9. Reducing fiscal risks takes time: (i) analyse; (ii) disclose; (iii) stem 
the flow; and (iv) tackle the stock

10. Measuring progress in reducing overall fiscal exposure remains a 
challenge (for OBR’s Fiscal Risks Report 2019!)

IV. Lessons from UK Experience (ii)
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OBR’s Fiscal Risks Report 2017: 

http://obr.uk/frr/fiscal-risk-report-july-2017/

HM Treasury’s Managing Fiscal Risks 2018:

http://obr.uk/frr/fiscal-risk-report-july-2017/

Thank You!
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