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Abstract:
This study explores the profound transformations in global debt crises through a comparative study of the
dynamics of the 1980s crisis and the contemporary challenges of the post-COVID-19 era. Employing a
descriptive-analytical methodology based on the analysis and comparison of key reference documents, the
study aims to diagnose the structural shifts in the nature and sources of debt and to evaluate the efficacy of
current international financial governance frameworks. The findings reveal that historical crisis cycles
persist, but with an unprecedented scale of risk, as total global debt now exceeds $100 trillion. Furthermore,
the locus of risk has shifted from the sovereign-bank nexus to a corporate-market nexus, where the corporate
debt alone reached $35 trillion in 2024. The analysis also revealed a new form of "hidden debt" in the form
of non-productive corporate debt, evidenced by a $21.3 trillion gap between excessive borrowing and
underinvestment. The inadequacy of current global governance frameworks is starkly evident in the annual
$2 trillion financing gap for addressing major challenges like the climate transition. Consequently, the study
concludes that the fundamental shift towards a market-based financial system necessitates substantial
reforms in financial supervision and international governance to address new vulnerabilities and structural
challenges
Keywords:

Sovereign Debt, Financial Crises, Debt Cycles, International Financial
Governance, Emerging Markets.
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2-Gennaioli, N., Shleifer, A., & Vishny, R. (2011). "Neglected risks, financial
innovation, and financial fragility"”. Journal of Financial Economics.

IFinancing Growth in a Challenging Debt Market Environment- Global Debt Report 2025
https://www.oecd.org/en/publications/global-debt-report-2025_8ee42b13-en.html
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