
The illusion of relief: Why the private debt restructurings  
for Ukraine could lead to bailouts and ballooning debt

	■ Debt treatments of pre-war private creditors for 
Ukraine were far shallower than asked for.

	■ Only on the assumption of a second debt re-
structuring, were official creditors, including the 
IMF, able to accept the shallow private creditors’ 
debt treatment as compatible with Ukraine’s 
debt sustainability.

	■ A moratorium on official bilateral creditors’ debt 
payments will presumably now last until 2029; a 
debt treatment from them is not expected earli-
er. While the official bilateral creditors forgo their 
own debt repayments, pre-war bondholders 
are being paid at least USD 4.4 billion in interest 
payments until 2029. 

	■ As Ukraine’s financing gap is estimated at more 
than USD 130 billion, the country lacks the 
resources to pay the debt service. It is therefore 
financial support from European institutions that 
is effectively paying the debt service to pre-war 
bondholders. In other words, European taxpayers 
are effectively subsidising the profits of pre-war 
bondholders, while public creditors themselves 
forgo repayments –a de facto bailout of private 
investors.

	■ If the need for a second restructuring is an-
nounced, the original principal amount of the 
pre-war bonds of just under USD 20 billion 
before the war could grow, under certain 
circumstances, to at least USD 28.5 billion by 
summer 2029 due to specific clauses in the bond 
contracts. The original principal amount of the 
former GDP warrants could grow from USD 2.6 
billion to 6.5 billion. In both cases this is without 
a single dollar of that increase being a real in-
flow. ‘Loss reinstatement’ in this context means 
not simply going back to square one, but a debt 
burden that is more than 50% higher than it was 
before the war.

	■ Furthermore, the clauses in the restructured 
bond contracts will make a second debt restruc-
turing and fair treatments between creditor 
groups more complicated, not easier. 

	■ The debt reduction agreed in 2024 was an illu-
sion all along. Had Ukraine simply defaulted in 
2024, it might actually be better off today. While 
the debt relief agreements were sold as gener-
ous relief to a war-torn country, they have mas-
sively increased the financial burden on Ukraine 
in the coming years compared to a default, 
which could have been politically supported by 
the G7 and the IMF.

	■ Given inter-creditor conflicts, Ukraine faces 
litigation, although it has tried to be as credi-
tor-friendly as possible.

Policy demands to the G7,  
EU and IMF:

	■ Avoiding a ‘bailout’ of private creditors: G7 gov-
ernments must ensure that European taxpayers’ 
money and aid payments are not indirectly used 
to finance interest payments and profits for 
pre-war investors, whilst public donors waive 
repayments. 

	■ Creating G7- and EU-wide legal backstops in 
the form of national anti-holdout legislation to 
support deep and comprehensive debt relief 
for Ukraine: This would legally require private 
creditors to participate in debt treatments on 
terms at least as favourable as those granted by 
official creditors.

	■ Strict application of the comparability of treat-
ment principle on a nominal value basis: In the 
event of the Group of Creditors restructuring the 
debt and a second debt restructuring of private 
claims, comparability of treatment should be cal-
culated on the basis of the original loan amount 
(nominal value) in order to classify the artificial 
inflation caused by loss reinstatement penalty 
provisions as illegitimate. 

	■ Transparency in debt sustainability analysis: The 
IMF should ensure that the potential implications 
of loss reinstatement clause triggers are incorpo-
rated transparently into financing plans ex ante, 
to end the ‘illusion of debt relief’.
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