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Outlook for R emittance Flows  2010 -11  

Remittance flows to developing countries remained resilient in 2009, 
expected to recover during 2010-11 

 By Dilip Ratha, Sanket Mohapatra, and Ani Silwal1 
 

¶ Officially recorded remittance flows to developing countries reached $316 billion in 2009, down 6 
percent from $336 billion in 2008. With improved prospects for the global economy, remittance 
flows to developing countries are expected to increase by 6.2 percent in 2010 and 7.1 percent in 
2011, a faster pace of recovery in 2010 than our earlier forecasts.  

¶ The decline in remittance flows to Latin America that began with the onset of financial crisis in the 
United States appears to have bottomed out since the last quarter of 2009. Remittance flows to 
South Asia (and to a smaller extent East Asia) continued to grow in 2009 although at markedly 
slower pace than in the pre-crisis years. Flows to Europe & Central Asia and Middle-East and North 
Africa fell more than expected in 2009.  

¶ These regional trends reveal that: (a) the more diverse the migration destinations, the more 
resilient are remittances; (b) the lower the barriers to labor mobility, the stronger the link between 
remittances and economic cycles in that corridor; and (c) exchange rate movements produce 
valuation effects, but they also influence the consumption-investment motive for remittances. 

¶ The resilience of remittances during the financial crisis has highlighted their importance in 
countries facing external financing gaps. Remittances are now being factored into sovereign ratings 
in middle-income countries and debt sustainability analysis in low-income countries. Countries are 
also becoming increasingly aware of the income and wealth of overseas diaspora as potential 
sources of capital. Some countries are showing interest in financial instruments such as diaspora 
bonds and securitization of future remittances to raise international capital.  

 

Trends in 2009 

The latest annual, quarterly and monthly data reported by central banks show that officially recorded 
remittance flows to developing countries reached $316 billion in 2009, down 6 percent from a revised 
$336 billion in 2008 (table 1). Unlike private capital flows which declined sharply during the crisis, 
remittance flows have remained resilient and have become even more important as a source of external 
financing in many developing countries (figure 1). 

Remittance flows to Latin America and the Caribbean region are estimated to have fallen by 12 percent 
in 2009, to Eastern Europe and Central Asia by 21 percent, and to the Middle East and North Africa 
region by 8 percent (table 1). In South Asia, there was a moderation in the growth of remittance flows in 
2009, to 5 percent, marking a sharp deceleration from the rapid growth rates of earlier years. Flows to 
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East Asia and the Pacific region have remained flat. Remittance flows to Sub-Saharan Africa have also 
remained essentially flat in 2009, falling by a modest 3 percent.2    

Final data on inward and outward remittance flows is now available for most countries for 2008. These 
data show that officially recorded remittance flows to developing countries reached $336 billion in 2008, 
about $2 billion lower than our earlier estimate of $338 billion. The difference for 2008 is mainly due to 
a smaller reported figure for migrant remittance flows to India of $49.9 billion compared to $51.6 billion 
estimated earlier, and small revisions to data for a few other countries (see box 1 for top recipients). 

Box 1: Top 20 remittance recipients  

After the latest revisions to data for 2009, India, China, Mexico and Philippines retain their position as 
the top recipients of migrant remittances in US$ terms. Other large recipients among developing 
countries include Bangladesh, Nigeria, Poland, Pakistan, Egypt and Lebanon (box figure 1). The top 20 
recipients list also includes some high-income countries such as France (5th place), Spain (7th place), 
Germany (8th place), Belgium (10th place), and UK (13th place), although remittances are a relatively 
miniscule share of GDP in these countries.  

The top recipients in terms of the share of remittances in GDP in 2008 include many smaller economies 
such as Tajikistan, Tonga, Moldova, Kyrgyz Republic,  Lesotho, Samoa and Lebanon; in these countries 
remittances exceeded a quarter of the GDP, providing a lifeline to the poor. Note that remittances as a 
percent of GDP are expressed in 2008 terms since the latest available final GDP data is for that year.   

Box figure 1: Top 20 recipients of migrant remittances  

     

 
Source:  Same as table 1.  

                                                 
2
 There are also downside risks for several relatively large remittance-recipient counǘǊƛŜǎ ǘƘŀǘ ŘƻƴΩǘ ƘŀǾŜ ǊŜƭƛŀōƭŜ ŜǎǘƛƳŀǘŜǎ ƻŦ 

remittance flows in 2009, including Algeria, Slovak Republic, Tunisia, and Nigeria. If flows to these countries decline sharply in 
2009 compared to the previous year, this could reduce remittance flows to developing countries by up to $2 billion.     
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Figure 1: Remittances fell modestly during the crisis, but remained more resilient than private capital 
flows (see box 2) 

 
Source: World Bank Migration & Remittances team and Global Development Finance database.  

Box 2: Resilience of remittance flows relative to other types of flows during the current crisis   

Despite a modest decline in remittance inflows, these flows have remained more resilient compared to 
many other types of resource flows such as private debt and equity flows and foreign direct investment, 
which declined, or, in the case of portfolio flows, became negative in 2009 as foreign investors pulled 
out of emerging markets. There are several reasons for the resilience of remittances in the face of 
economic downturns in host countries:  

(a) Remittances are sent by the cumulated flows of migrants over the years, not only by the new 
migrants of the last year or two. This makes remittances persistent over time. If new migration stops, 
then over a period of a decade or so, remittances may stop growing. But they will continue to increase 
as long as migration flows continue.  

όōύ wŜƳƛǘǘŀƴŎŜǎ ŀǊŜ ŀ ǎƳŀƭƭ ǇŀǊǘ ƻŦ ƳƛƎǊŀƴǘǎΩ ƛƴŎƻƳŜǎΣ ŀƴŘ ƳƛƎǊŀƴǘǎ ŎƻƴǘƛƴǳŜ ǘƻ ǎŜƴŘ ǊŜƳƛǘǘŀƴŎŜǎ ǿƘŜƴ 
hit by income shocks.  

(c) Because of a rise in anti-immigration sentiments and tighter border controls, especially in the U.S and 
also in Europe, the duration of migration appears to have increased. Those staying back are likely to 
continue to send remittances.  

(d) If migrants do indeed return, they are likely to take back accumulated savings. This may have been 
the case in India during the Gulf war of 1990-91 which forced a large number of Indian workers in the 
DǳƭŦ ǘƻ ǊŜǘǳǊƴ ƘƻƳŜ όwŀǘƘŀ нллоΣ Ǉ мсоύΦ !ƭǎƻ ǘƘŜ άǎŀŦŜ ƘŀǾŜƴέ ŦŀŎǘƻǊ ƻǊ άƘƻƳŜ-ōƛŀǎέ Ŏŀƴ ŎŀǳǎŜ 
remittances for investment purposes to return home during an economic down turn in the host country.  

(e) Several high-income OECD remittance source countries have undertaken large fiscal stimulus 
packages in response to the financial crisis. This increase in public expenditure increased demand for 
both native and migrant workers. Taylor (2000) found that public income transfer schemes in the United 
States resulted in increased remittances to Mexico ς other things being equal, immigrant households 
that received Social Security or unemployment insurance were more likely to remit than other 
immigrant households.  

Source: Migration and Development Briefs 9 and 11. 
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Regional trends  

In Latin America and the Caribbean, the large decline in remittance flows that coincided with the start 
of the crisis in the U.S in September 2008 appears to have bottomed out since the last quarter of 2009, 
and flows are expected to recover in tandem with the recovery in the United States (figure 2). Flows to 
Jamaica have been positive since November 2009, while those to El Salvador, Honduras and Guatemala 
became positive in March 2010. (Note that the three-month moving average in the chart reflects the 
latest changes only with a lag). Remittance to Mexico declined sharply during 2009. Many migrants from 
Mexico are in the construction sector in the US, where new housing construction has declined to well 
below the historical average (see next section). In Haiti, which experienced a devastating earthquake in 
January 2010, there are anecdotal reports that remittances have increased after the earthquake (see 
box 3).  

Figure 2: The steep decline in remittance flows to Latin America and Caribbean has bottomed out, 
with signs of recovery  

     

Note: Mexico saw an unusual increase in remittances in October 2008 because of a sudden depreciation of the peso; this 
resulted in a historically large 36 percent decline in October 2009 (first chart above). The dotted line in the chart corrects for 
this anomaly by smoothening remittance flow in October 2008. 
Source:  Central banks of the respective countries.  

In contrast, remittances flows to South Asia (and to a lesser extent, East Asia) continued to grow in 2009, 
although at markedly slower pace than in the pre-crisis years. Private transfers to India comprising 
mostly remittances from its emigrants remained almost flat between 2008 and 2009 ς a relatively sharp 
decline in the first quarter of 2009 was compensated by growth in the remaining quarters (figure 3).  

Remittance flows to Bangladesh and Pakistan grew robustly during 2009, but these flows have been 
decelerating since the last quarter of 2009, with the overall trend dominated by slower growth in flows 
from the Gulf Cooperation Council (GCC) countries (figure 4).3 Overall, new migration flows from 
Bangladesh have been falling since mid-2009, but the pace of decline has stabilized.  In the Philippines, 
the growth of remittance flows slowed during the crisis, but has remained positive (figure5). 

 

                                                 
3
 Remittance flows from GCC were 65% and 56% of all remittances send to Bangladesh and Pakistan, respectively, in 2009. The 

Pakistan remittance initiative (PRI) was launched to facilitate remittance transfers by migrants through formal remittance 
channels. It reimburses a part of the expenses of banks providing remittance services, significantly reducing the cost of 
transfers for migrants (See http://www.pri.gov.pk) 
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Box 3: Remittances in Haiti 

According to official statistics about one million Haitians live overseas, about half of them in the United 
States.  Unofficial estimates tend to be significantly larger, with, newspapers reporting one million 
Haitians alone in the neighboring Dominican Republic. Officially recorded remittance flows to Haiti were 
$1.4 in 2008, but the true size is likely to be in the range of $2 billion or higher ς more than quarter of its 
national income.  In a laudable measure that will benefit Haitians more than any other aid and 
assistance, announced just three days after the devastating earthquake in Haiti, the United States 
granted temporary protected status (TPS) for 18 months to Haitians already in the US. The TPS allows 
over 200,000 Haitians currently residing in the US without proper documents to live and work in the US 
legally, without a fear of deportation. It also allows them to send money home quickly and efficiently 
through formal remittance channels. 

If the TPS resulted in a 20 percent increase in the average remittance per migrant, we would expect an 
additional $360 million remittance flows to Haiti in 2010. If the TPS were to be extended once beyond 
the currently stipulated 18 months, additional fund flows to Haiti would exceed a billion dollars over 
three years. Financial help in the form of remittances from family members abroad is always the first to 
arrive in times of distress. Remittances to Haiti this year are reported to be increasing, as they have 
done whenever and wherever there has been a crisis or natural disaster.  

Long lines seen in front of money transfer companies in the immediate aftermath of the crisis have now 
become shorter, but the challenge of accessing remittances from overseas, especially from migrant 
relatives who lack proper immigration papers, remains. Under normal circumstances, the fees for 
sending $200 to Haiti through money transfer companies averaged $14 in the US, and almost double, 
$25, in the Dominican Republic. Some money transfer companies temporarily waived fees, but obtaining 
local currency at the right exchange rate remains costly. In the medium-term, there is a need to leverage 
remittance inflows for local and national development, without directly interfering with them. The 
challenge for the government and the donor community would be to tame the temptation to treat 
remittances as a substitute for aid or public spending on rebuilding efforts, especially in communities 
ǿƘŜǊŜ ƳƛƎǊŀƴǘǎΩ ǊŜƭŀǘƛǾŜǎ ǊŜǎƛŘŜΦ 

Source: άaƻōƛƭƛȊŜ ǘƘŜ 5ƛŀǎǇƻǊŀ ŦƻǊ ǘƘŜ wŜŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ Iŀƛǘƛέ ōȅ 5ƛƭƛǇ wŀǘƘŀΣ CŜōǊǳŀǊȅ ммΣ {{w/ CŜŀǘǳǊŜǎΥ IŀƛǘƛΣ 
Now and Next (http://www.ssrc.org/features/pages/haiti-now-and-next/1338/1438/) 

 

Figure 3: Private transfers to India are recovering after a sharp decline in first quarter of 2009 

 

Note: Private transfers comprise mostly remittances from Indian migrants, but also include other transfers. 
Source:  Reserve Bank of India  
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Figure 4: Remittances flows from GCC countries have been decelerating 

     

Source:  Central banks of Bangladesh and Pakistan 

Figure 5: The growth of remittances to the Philippines slowed during the crisis, but pace of growth has 
picked up in recent months 

 

Source: Central bank of the Philippines 

Remittance flows to Europe and Central Asia and to Middle-East and North Africa fell more than 
expected in 2009, in part because of a depreciation of the ruble relative to the US dollar and also 
because of larger-than-expected declines in flows to Poland and Romania (see next section). Data on 
remittance flows to Sub-Saharan Africa are sparse, but these flows appear to have declined only 
modestly in 2009.   

An analysis of regional trends and outlook reveals the following:  

¶ The more diverse the migration destinations, the more resilient are remittances;  

¶ The lower the barriers to labor mobility, the stronger the link between remittances and economic 
cycles in that corridor; and  

¶ Exchange rate movements produce valuation effects, but they also influence the consumption-
investment motive for remittances. 
 

(a) The more diverse the migration destinations, the more resilient are remittances  

Remittance flows to Latin America and the Caribbean are highly correlated with the business cycle of the 
US. Since economic cycles in the Gulf region are different from that of the US, remittance flows to 
countries that send migrants to both the US and the Gulf (for example, India and the Philippines) tend to 
be more resilient. The migration destinations of India are diversified, which is one of the reasons why 
flows to India fell only modestly in 2009. Recent estimates of migrant stocks show that about two-fifth 

-10

10

30

50

Sep-07 Mar-08 Sep-08 Mar-09 Sep-09 Mar-10

Year-on-year growth (%)*

*Growth of 3-month moving average

Pakistan

Bangladesh

0

5

10

15

20

25

30

Aug-07 Feb-08 Aug-08 Feb-09 Aug-09 Feb-10

Year-on-year growth (%)*

*Growth of 3-month moving average



 7 

of Indian migrants are in the Gulf, and a fifth are in North America, with the remainder in Europe, 
Australia, Bangladesh, Nepal, and other regions.4 Filipino migrants are also well-diversified in terms of 
destinations, with land-based workers in the US, Gulf, Europe and other continents, and a significant 
number of sea-based workers.  

The composition of migration has been shifting during the crisis, with migrants switching across sectors 
and countries. For example, in the Gulf, now that the massive construction projects such as Burj Dubai 
are completed and with the debt crisis in Dubai, there is a slowdown in new construction projects, and 
therefore in demand for new migrants.5 Many migrants are moving on to Abu Dhabi and other oil-rich 
Emirates and neighboring countries where huge infrastructure investments are going on. In recent 
months, remittances flows to Bangladesh and Pakistan appear to be shifting to countries other than UAE. 
The share of remittances from UAE in overall remittance flows from the GCC countries to Bangladesh 
has fallen, but that of Saudi Arabia has risen (figure 6). Saudi Arabia has also become an increasingly 
important destination of migrants from the Philippines. Between 2005 and 2008, the share of Saudi 
Arabia in Filipino migrant deployments went up from 20 percent to 30 percent.6 Together with the 
higher level of earnings and sectoral diversification in health, domestic work, and other sectors, this has 
cushioned the fluctuation of overall remittances to the Philippines.   

Figure 6: {ŀǳŘƛ !ǊŀōƛŀΩǎ ǎƘŀǊŜ ƛƴ Ǌemittance flows to Bangladesh from the GCC countries has increased 
in recent months  

 
Source:  Central bank of Bangladesh 

 

(b) The lower the barriers to labor mobility, the stronger the link between remittances and economic 
cycles in that corridor 

The impact of the crisis has been more severe in corridors with fewer restrictions on labor mobility. 
wǳǎǎƛŀΩǎ ǊŜƭŀǘƛǾŜƭȅ ǇƻǊƻǳǎ ōƻǊŘŜǊ ǿƛǘƘ ƴŜƛƎƘōƻǊƛƴƎ ŎƻǳƴǘǊƛŜǎ ŀƭƭƻǿǎ ƳƛƎǊŀƴǘǎ ǘƻ ƳƻǾŜ ƛƴ ŀƴŘ ƻǳǘ ƻŦ ǘƘŜ 
country in response to changing economic prospects, with the result that remittances are more 
correlated with the business cycle in the source country. Remittance outflows from Russia to CIS 
countries fell sharply by 33 percent during the first three quarters of 2009. With increasing oil prices, 
however, outward remittance flows from Russia are starting to recover (figure 7).  

                                                 
4
 A recent survey ōȅ LƴŘƛŀΩǎ ŎŜƴǘǊŀƭ ōŀƴƪΣ ƘƻǿŜǾŜǊΣ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ŀōƻǳǘ ǘǿƻ-fifth of remittances came from North America and 

a quarter from the Gulf, reflecting the higher incomes of Indian migrants. ("Remittances from Overseas Indians: Modes of 
Transfer, Transaction Cost ŀƴŘ ¢ƛƳŜ ¢ŀƪŜƴέΣ wŜǎŜǊǾŜ .ŀƴƪ ƻŦ LƴŘƛŀΣ !ǇǊƛƭ моΣ нлмл) 
5
 UAE accounts for nearly four-fifths of all GCC projects that are on hold, but the majority of projects in other GCC countries are 

underway as planned.The value of all projects planned or under way in GCC rose five-fold between 2005 and 2009, but has 
slowed sharply during the crisis.50 percent of projects in UAE are on hold, while only 11 percent of projects in other GCC 
countries are on hold as of April 2010 (Middle East Economic Digest http://www.meed.com) 
6
 Philippines Overseas Employment Administration. http://www.poea.gov.ph/html/statistics.html 
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On the other hand, remittances outflows from Saudi Arabia have been less correlated with oil prices. 
¢Ƙƛǎ ƛǎ ƛƴ ǇŀǊǘ ōŜŎŀǳǎŜ ƻŦ {ŀǳŘƛ !ǊŀōƛŀΩǎ ŀƳōƛǘƛƻǳǎ ŘŜǾŜƭƻǇƳŜƴǘ Ǉƭŀƴǎ ŀƴŘ ŎƻǳƴǘŜǊ-cyclical fiscal policy, 
but also because it has quotas on immigration that it has enforced strictly.7  

Figure 7: Remittance outflows from Russia declined sharply during the crisis, but are starting to 
increase with recovery in oil prices and growth 

  

Source:  IMF balance of payments and DECPG commodities team 

As the labor markets are relatively integrated within the EU, migration is more responsive to economic 
cycles of the destination and source countries. 8 Remittance flows to Poland and Romania fell between 
2008 and 2009 (figure 8). This sharp decline is partly due to weak labor markets in Spain and Italy, but 
also because of ability of workers within the EU to easily move in and out of countries in response to 
changes in labor demand.  

Figure 8: Remittance inflows to Poland and Romania fell sharply in 2009 as some migrants moved 
back to their home countries  

 

Source: IMF balance of payments and World Bank Migration & Remittances team  

In countries where it is more difficult to re-enter after leaving, migrants have chosen to remain in their 
host countries. For example, many migrants from South Asia have stayed on in Dubai during the crisis, 

                                                 
7
 ά{ŀǳŘƛ ǘƻ tǳǊǎǳŜ Ψ/ƻƴǘƛƴǳƻǳǎΩ CƛǎŎŀƭ {ǘƛƳǳƭǳǎ ƛƴ нлмлέ .ƭƻƻƳōŜǊƎΣ WŀƴǳŀǊȅ нпΣ нлмлΦ 

(http://www.bloomberg.com/apps/news?pid=20601087&sid=a6iGZ.yJ3nbM). For Saudi ArabiaΩǎ immigration policies, see 
http://www.un.org/esa/population/migration/turin/Symposium_Turin_files/P03_Shah.pdf 
8
 Spain is a major migrant destination for Eastern Europe, South America and North Africa, while Italy is a destination of 

migrants from Eastern Europe and North Africa.¢ƘŜ ƭŀǊƎŜǎǘ ƛƳƳƛƎǊŀƴǘ ƎǊƻǳǇǎ ŦǊƻƳ ŘŜǾŜƭƻǇƛƴƎ ŎƻǳƴǘǊƛŜǎ ŀƳƻƴƎ {ǇŀƛƴΩǎ р 
million immigrants include migrants from Romania, Morocco, Ecuador, Colombia, Bulgaria, Argentina, Peru and Brazil, 
ŀŎŎƻǊŘƛƴƎ ǘƻ {ǇŀƛƴΩǎ bŀǘƛƻƴŀƭ {ǘŀǘƛǎǘƛŎŀƭ LƴǎǘƛǘǳǘŜ όƘǘǘǇΥκκǿǿǿΦƛƴŜΦŜǎύ  
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even at the cost of losing legal status in many cases. Many are coping with the crisis by cutting 
consumption and sharing accommodation. Many have sent their families back home, so the funds spent 
in Dubai are now remitted home. Many migrant workers, from Bangladesh in particular, appear to be 
stuck in Dubai because they cannot afford to return. Interviews with migrants suggest that it costs about 
12,000 dirhams (about $3,300) to pay recruitment agencies and travel costs. At a monthly income below 
900 dirhams (about $245), with little overtime, it can easily take a construction worker three years to 
save enough to repay the recruitment costs. Even with the crisis, migrants often cannot risk returning 
home. So many entered into creative arrangements (e.g., taking unpaid leave) with employers to simply 
wait it out in Dubai. Rising living costs in Dubai have also reduced remittances. The price of rice, a staple 
for many migrants, more than doubled in the last two years. Earlier, a construction worker spent roughly 
150 dirhams (about $40) a month on food; now, he is spending between 350 and 400 dirhams ($95-
$110). Also, this has increased the time it takes a migrant to pay back the recruitment fees. 

 

(c) Exchange rate movements produce valuation effects, but they also influence the consumption-
investment motive for remittances 

Exchange rate movements affect the U.S. dollar valuation of remittances. Remittance flows to the 
Kyrgyz Republic, Armenia, and Tajikistan declined in U.S. dollar terms during 2009, partly because of a 
depreciation of the Russian ruble by over 25 percent against the U.S. dollar during this period (figure 9). 
If measured in ruble terms, remittances to Tajikistan fell by a much smaller amount. Similarly, a part of 
the decline in remittance flows to Poland can be explained by the weakening of the British pound 
against the U.S. dollar.  

Exchange rate movements also affect remittances through their impacts on consumption and 
investment motives. As highlighted in Migration and Development brief 11, the depreciation of the 
LƴŘƛŀƴ ǊǳǇŜŜ ŀƴŘ ǘƘŜ tƘƛƭƛǇǇƛƴŜ ǇŜǎƻ ǇǊƻŘǳŎŜŘ ŀ άǎŀƭŜ ŜŦŦŜŎǘέ ƻƴ ƘƻǳǎƛƴƎΣ ōŀƴƪ ŘŜǇƻǎƛǘǎΣ ǎǘƻŎƪǎΣ ŀƴŘ 
other assets back home. Indeed, as the Indian rupee has depreciated more than 25 percent against the 
U.S. dollar, there has been a surge in remittances for investment in cheaper assets in India. As the rupee 
has been appreciating since early 2009, this incentive may reverse.  

Figure 9: Depreciation of the Ruble caused valuation effects, while that of the Indian rupee likely 
increased remittances sent for investment motives  

 

 Source: Global Economic Prospects 2010 database 
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Leveraging remittances for external financing  

Historically, remittances have been noted to be stable or even countercyclical, and have tended to rise 
in times of financial crises and natural disasters because migrants living abroad send more money to 
help their families back home.9 Unlike past emerging market crises or natural disaster, the current global 
financial crisis started in the high income countries and spread to the developing countries. This affected 
employment and income opportunities for migrants not only in the industrialized countries, but also in 
other destinations. For the first time since the 1980s, remittances to developing countries declined 
modestly in 2009. However, unlike private capital flows such as private debt and portfolio equity flows 
and foreign direct investment, which declined sharply during the crisis, remittance flows have remained 
resilient and have become even more important as a source of external financing in many developing 
countries.  

The global financial crisis has highlighted the importance of remittances for meeting external financing 
gaps. Remittances have helped to build up international reserves, and have contributed to reducing 
current account deficits in many developing countries. This has provided a cushion against external 
shocks during the global economic crisis. In low-income countries, the current account deficit as percent 
of GDP would have more than doubled in the absence of remittances in recent years (figure 10). For 
some large remittance recipients such as the Philippines, Bangladesh and Nepal, remittance flows have 
offset large trade deficits and enabled these countries to maintain a current account surplus (figure 11).   

Figure 10: Remittances have contributed to reducing current account deficits of low-income countries   

 
Source: World Bank Migration & Remittances team and Global Economic Prospects 2010 database.  

Remittances are now factored into sovereign ratings in middle-income countries and debt sustainability 
analysis in low-income countries. In large remittance-recipient countries, country creditworthiness 
analysis by the major ratiƴƎ ŀƎŜƴŎƛŜǎ ǎǳŎƘ ŀǎ {ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎΣ aƻƻŘȅΩǎ ŀƴŘ CƛǘŎƘ Ratings often cite 
remittances as a factor in their rating decisions. The stability of remittances to the Philippines was an 
important factor in its ability to issue a $750 million bond despite the global financial crisis.10  
Bangladesh was rated for the first time in April 2010, receiving a BB- rating ŦǊƻƳ {ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎ 
LƴǾŜǎǘƻǊ {ŜǊǾƛŎŜ ŀƴŘ .ŀо ŦǊƻƳ aƻƻŘȅΩǎ Investor Service, similar to many emerging markets.11 Again, the 
high share of remittance flows in GDP and their high growth rate was cited by the rating agency as one 
of the important factors for their rating decision. 

                                                 
9
 For example, remittance inflows increased to Mexico following its financial crisis in 1995, to the Philippines and Thailand after 

the Asian crash in 1997, and to Central America after Hurricane Mitch in 1998. More recently, remittances to the Philippines 
surged after typhoons Ondoy and Pepeng in September 2009. 
10

 άtƘƛƭƛǇǇƛƴŜǎ .ƻƴŘ {ŀƭŜ hǾŜǊǎǳōǎŎǊƛōŜŘΣ hŦŦƛŎƛŀƭ {ŀȅǎέ .ƭƻƻƳōŜǊƎΦ hŎǘƻōŜǊ мсΣ нлмлΦ 
(http://www.bloomberg.com/apps/news?pid=20601087&sid=aCDafOCnf7Wg) 
11

 "S&P gives Bangladesh 'BB-' long-term ratingέ CƛƴŀƴŎƛŀƭ 9ȄǇǊŜǎǎΣ !ǇǊƛƭ тΣ нлмл όhttp://www.thefinancialexpress-
bd.com/more.php?news_id=97085&date=2010-04-07)  
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Figure 11: Remittances have largely offset trade deficits in many middle- and low-income countries 

  

Source: World Bank Migration and Remittances Team and Global Economic Prospects 2010 database. 

The joint World Bank-IMF low-income country Debt Sustainability Framework now allows for more 
explicit consideration of remittances in evaluating the ability of the countries to repay external 
obligations and their ability to undertake non-concessional borrowing from private creditors.12 The debt-
to-exports ratio, a key factor in sovereign ratings, would be lower if foreign exchange revenues from 
remittances were factored in the calculations (figuǊŜ мнύΦ aŀƴȅ LaC !ǊǘƛŎƭŜ L± ŀǎǎŜǎǎƳŜƴǘǎ ƻŦ ŎƻǳƴǘǊƛŜǎΩ 
economic performance now include remittances as a variable alongside foreign direct investment and 
portfolio flows. 

Figure 12: Remittances contribute to sovereign creditworthiness  

 
*External debt as a percent of exports and remittances. Chart includes countries that received more than $1billion in 
remittances and whose remittances were more than 4 percent of GDP in 2008. 
Source: Migration and Remittances Team and Global Economic Prospects 2010 database. 

As countries have become aware of remittances as a stable source of foreign currency earnings, many 
countries have started looking at the diaspora abroad as potential sources of capital that could be 
tapped with diaspora bonds. Many countries ς for example, El Salvador, Ethiopia, Nepal, the Philippines, 
Rwanda, and Sri Lanka ς have issued or are considering the issuance of diaspora bonds (see box 4). 

                                                 
12

 "Implementation of the Joint Management Action Plan on Bank-CǳƴŘ /ƻƭƭŀōƻǊŀǘƛƻƴέ March 3, 2010.  

(http://www.imf.org/external/np/pp/eng/2010/030310.pdf) 
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