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1. Introduction
The global economy has slowed but not stalled. The ripple effects of the Middle East military  
crisis will continue to disrupt for months to come.1 And yet, firms, supply chains and governments 
have adapted—as they did during the Covid-19 crisis, the Ukraine War and the Global Financial 
Crisis of 2008. 

Investments in sustainability, climate and energy have multiplied despite geopolitical adversity. 
Deliberate and cumulative additions to renewable energy, biodiversity protection and climate 
resilience have built up a pipeline in both developed and developing economies. How to process 
the positive momentum within a context of global disruption?

In the big picture, some issues have shifted decisively. There is broad agreement that security, 
geopolitics and geoconomics have displaced other concerns on the multilateral agenda.2 Despite 
these shifts, G7 players, emerging powers and developing countries are all adapting, reconfiguring 
networks, connecting across different markets and players. 

The world is moving towards a multipolar system but is not there yet. A historic drop in Overseas 
Development Assistance (ODA) and in core funding are weakening multilateral development 
humanitarian organizations and civil society initiatives—across the United Nations system and 
the Bretton Woods system and beyond.3 Despite this, multilateralism is still the backbone of 
sustainable development. 

Unilateral actions by large powers, coalitions of new and emerging powers, and South-South 
cooperation are all competing for attention across finance, development, climate, humanitarian 
assistance and peace and security, reassembling in real time.4

Whether this new configuration advances the cause of sustainable development is an open question. 
Are transactional geopolitics, might-makes-right, and spheres of influences the only game in town?  
Or will new alliances between North and South, public and private sectors, lead to a multipolar system 
fit for purpose for the challenges of the 21st century?

1	�� IMF, 2026, World Economic Outlook (April 2026). 
https://www.imf.org/en/publications/weo/issues/2026/04/14/world-economic-outlook-april-2026

2	�� Stephan Klingebiel and Andrew Sumner, 2026, “Global development policy and the New World Disorder”, IDOS Policy Brief 02/26 
https://www.idos-research.de/fileadmin/user_upload/pdfs/publikationen/Policy_Brief/2026/PB_2.2026.pdf

3	� See United Nations, 2026, UN80 Initiative: Progress Report, Report of the Secretary General, May 2026,  
https://www.un.org/un80-initiative/sites/default/files/2026-05/UN80-PR2_260526_0833_WEB.pdf

4	� Gayle Markovitz and Kate Whiting, 2026, “What is Minilateralism and why is it on the rise?”  
https://www.weforum.org/stories/2026/01/minilateralism-and-will-2026-be-the-year-size-doesnt-matter/

https://www.imf.org/en/publications/weo/issues/2026/04/14/world-economic-outlook-april-2026
https://www.idos-research.de/fileadmin/user_upload/pdfs/publikationen/Policy_Brief/2026/PB_2.2026.pdf
https://www.un.org/un80-initiative/sites/default/files/2026-05/UN80-PR2_260526_0833_WEB.pdf
https://www.weforum.org/stories/2026/01/minilateralism-and-will-2026-be-the-year-size-doesnt-matter/
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This curtain raiser discusses the implications of this brave new world. The following section dives 
into three domains where new configurations are competing to get things done across renewable 
energy, AI and finance for development. The final section circles back to the question of architecture: 
are new coalitions a stopgap for a world that has turned inward? Or will they jump-start a new 
multilateral order? Are there novel ways of connecting coalitions from North and South to rally 
around sustainable development?

HSC survey question on the Middle East military escalation: widespread concerns that international 
cooperation will weaken.

In your view, how will current geopolitical crises most a
ect long-term global 
sustainability e
orts? 

Source: HSC Survey-CIVEY (June 2026), see methodological note.
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1.1 The Ripple Effects of the Middle East Crisis

While the ceasefire reached in June brought welcome relief, the global economy has slowed for  
the remainder of the year. The IMF’s adverse scenario materializes across supply chains in developing 
and developed economies, but thankfully a more severe, global collapse of demand or financial 
meltdown has not materialized.5

Energy markets are the first transmission channel—but not the only ones. Developing economies 
have largely cushioned the pass-through effects of oil prices through demand adjustment, energy 
subsidies, VAT rebates and export restrictions, among many other measures. They have depleted 
their fiscal resources and Central Bank reserves along the way.

The size of subsidies has ballooned, reaching an estimated USD 900 billion this year. Without 
subsidies, the poverty-augmenting effects of energy, food and generalized price shocks would have 
left up to 32 million in poverty across the globe.6 

At the macro level, the feedback loop between inflation and interest rates is back on the agenda. 
The ECB just raised interest rates for the first time in three years. 30-year US Treasury bills, 
Japanese, German and British sovereign bonds have all hit historic levels, causing concern for 
debt vulnerabilities around the globe. And yet, the network of US currency swaps that provided 
trillions of dollars to G7 members is now supplemented by an equally expansive network of 
currency swaps by the People’s Bank of China with up to 40 developing economies. Access to 
liquidity has become a geopolitical prize. 

Beneath are global imbalances in current accounts. The G7 French presidency has rightly 
highlighted that the dynamics that trigger sudden stops in financial markets are simmering 
underneath. The current imbalances between the US, China and the EU are not as large as  

5	� Pierre Olivier Gourinchas, 2026, “War Darkens Global Economic Outlook and Reshapes Policy Priorities”, IMF,  
https://www.imf.org/en/blogs/articles/2026/04/14/war-darkens-global-economic-outlook-and-reshapes-policy-priorities 
and Mohamed El-Erian, 2026, “How to Future-Proof the Global Economy” Project Syndicate, https://www.project-syndicate.
org/commentary/update-economic-consensus-to-build-resilience-amid-extreme-volatility-by-mohamed-a-el-erian-2026-04

6	� UNDP, 2026, “Military Escalation in the Middle East: Reversals in Global Development, Policy Response Options”,  
https://www.undp.org/press-releases/military-escalation-middle-east-could-push-more-30-million-people-poverty-
worldwide-un-development-programme-warns

Will transactional geopolitics, might-makes-right, and spheres of 
power take hold? Or will new alliances lead to a multipolar system 

fit for purpose for the challenges of the 21st century? 

https://www.imf.org/en/blogs/articles/2026/04/14/war-darkens-global-economic-outlook-and-reshapes-policy-priorities
https://www.project-syndicate.org/commentary/update-economic-consensus-to-build-resilience-amid-extreme-volatility-by-mohamed-a-el-erian-2026-04
https://www.project-syndicate.org/commentary/update-economic-consensus-to-build-resilience-amid-extreme-volatility-by-mohamed-a-el-erian-2026-04
https://www.undp.org/press-releases/military-escalation-middle-east-could-push-more-30-million-people-poverty-worldwide-un-development-programme-warns
https://www.undp.org/press-releases/military-escalation-middle-east-could-push-more-30-million-people-poverty-worldwide-un-development-programme-warns
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they were in 2008, but the world was not riven by multiple and cumulative shocks then either.7 
There is a sense that this is important, and yet there is “almost a zero chance of the right policies 
being adopted”.8 

The ripple effects of “the largest ever supply disruption of oil markets” will persist. They will affect 
economic growth, stock markets, bond markets, food supplies, poverty rates, social conflict and 
trade and logistics in every corner of the world. Whether policymakers treat this as a ‘temporary 
shock’ or a more structural shift is at heart a political decision.9 

2. �New Configurations for  
Sustainable Development?

The global economy is deeply interconnected. About 60 % of global growth between 2020 and 
2025 came from developing and emerging economies10—including 60 % of fertilizers, 80 to 85 % of 
critical minerals and upwards of 50 % of global trade in goods and services. Supply chains are very 
adaptive, as witnessed during the tariff tantrum of 2025.

There is an ongoing debate on whether the world is witnessing the end of a unipolar cycle, or 
the transition to a multipolar one. What is agreed is that partners are not standing still. Unilateral 
actions by major powers, coalitions of the willing by middle powers and South-South alliances 
are popping up across the domains of development, climate, security and humanitarian action.11 

The formal channels of multilateralism—at the United Nations system and the Bretton Woods 
system—are also adapting, adjusting to what is possible, but also reminding old and new powers 
that that’s what the multilateral system is good at: reconciling interest-based coalitions around 
joint goals. Let us not forget that we have 4 years to go until 2030 and the SDGs remain critical as 
an underlying framework for today’s challenges. 

7	� See Hélène Rey, Beatrice Weder di Mauro, 2026, The New Global Imbalances, and Jeromin Zettelmeyer, CEPR and Bruegel (2026) 
https://cepr.org/system/files/publication-files/295969-paris_report_4_the_new_global_imbalances.pdf 

8	� See Ghita Batt, 2026, “World Rethinks Geoeconomic Calculus in a More Contested Era”,  
https://www.imf.org/en/blogs/articles/2026/06/03/the-geoeconomic-calculus

9	� See Ghita Batt, 2026, “World Rethinks Geoeconomic Calculus in a More Contested Era”,  
https://www.imf.org/en/blogs/articles/2026/06/03/the-geoeconomic-calculus

10	� IMF, 2026, World Economic Update (April 2026)  
https://www.imf.org/en/publications/weo/issues/2026/04/14/world-economic-outlook-april-2026

11	� Monica Herz and Selina Ho, 2026, “How Multilateralism Can Survive” (Foreign Affairs, January 2026),  
https://www.foreignaffairs.com/south-america/how-multilateralism-can-survive and Mark Leonard, 2026, “The Age of Global 
Un-Order”, Project Syndicate (May 2026), https://www.project-syndicate.org/onpoint/geopolitics-in-a-world-without-order-
by-mark-leonard-2026-04 

https://cepr.org/system/files/publication-files/295969-paris_report_4_the_new_global_imbalances.pdf  
https://www.imf.org/en/blogs/articles/2026/06/03/the-geoeconomic-calculus
https://www.imf.org/en/blogs/articles/2026/06/03/the-geoeconomic-calculus
https://www.imf.org/en/publications/weo/issues/2026/04/14/world-economic-outlook-april-2026
https://www.foreignaffairs.com/south-america/how-multilateralism-can-survive
https://www.project-syndicate.org/onpoint/geopolitics-in-a-world-without-order-by-mark-leonard-2026-04
https://www.project-syndicate.org/onpoint/geopolitics-in-a-world-without-order-by-mark-leonard-2026-04
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How can these new configurations accelerate energy transitions, deliver equitable AI transitions 
and secure finance for development in a moment of crisis? These are open questions.

The global economy is deeply interconnected. About  
60 % of global growth between 2020 and 2025 came  

from developing and emerging economies—accounting for 60 %  
of fertilizers, 80 % of critical minerals and upwards of 50 % of  

global trade in goods and services. 

2.1 Accelerating Energy Transitions: Is There Ever a Good Time?

If there was ever a window to accelerate the energy transition around the globe, this is it.12 With 
record high prices for fossil fuels, there are shifts in both the structure of demand and supply of 
global energy markets. Close to 80 % of the growth in global energy demand is currently coming from 
developing and emerging economies—with as much as 85 % of future electricity demand as well. 

A coalition is emerging with distinctive features.13 Countries cooperate when interests overlap 
(renewables and grids) and compete where they don’t (electric vehicles and critical minerals). 
China emerges as a key player (with +80 % of global solar panels and 60+% of EV batteries); 
with EU and US engaged in a competitive process, often driven by industrial policy, trade and 
subsidies. Developing countries rally around numerous networks including GEAPP, ISA, IRENA, 
JETPs, IDDI and GFANZ as well as MDBs for financing. A whole constellation of private finance 
has emerged around energy transitions as well. 

What is holding back more progress?14 On the one hand, there are palpable incentives to switch to 
renewables at a time of a historic oil price surge; on the other hand, policymakers are responding 
to oil price surges by doubling down on blanket energy subsidies and switching to coal, to protect 
their consumers. The move to renewables will need to tackle both drivers of change.

12	� Richard Haas and Carolyn Kissane, 2026, “Redefining Energy Security”, Project Syndicate (April 2026) https://www.project-
syndicate.org/commentary/energy-security-now-requires-securing-infrastructure-by-richard-haass-and-carolyn-kissane-2026-04 
and Mavey et al, 2026, “Current Dynamics and Possible Implications of the US-Israeli Strikes, E3G (March 2026)  
https://www.e3g.org/wp-content/uploads/E3G-Briefing-Iran-Implications-for-Global-Energy-Security-and-Transition.pdf

13	� A third generation of NDC 3.0 is driving this transformation since COP30 in Belem, see UNDP, 2026, NDC Insight Series  
https://climatepromise.undp.org/research-and-reports/ndc-insights-series

14	� United Nations, 2025, “Seizing the Moment of Opportunity: Supercharging the new energy era of renewables, efficiency, and 
electrification”, UN https://www.un.org/sites/un2.un.org/files/un-energy-transition-report_2025.pdf 

https://www.project-syndicate.org/commentary/energy-security-now-requires-securing-infrastructure-by-richard-haass-and-carolyn-kissane-2026-04
https://www.project-syndicate.org/commentary/energy-security-now-requires-securing-infrastructure-by-richard-haass-and-carolyn-kissane-2026-04
https://www.e3g.org/wp-content/uploads/E3G-Briefing-Iran-Implications-for-Global-Energy-Security-and-Transition.pdf
https://climatepromise.undp.org/research-and-reports/ndc-insights-series
https://www.un.org/sites/un2.un.org/files/un-energy-transition-report_2025.pdf


8

First, address the effects of energy price pass-troughs. Emergency responses have privileged 
diluting energy price pass-through by keeping or extending blanket consumer subsidies. The size of 
subsidies is close to USD 900 billion and extends to both developing and advanced economies.

A move to temporary and targeted cash transfers and vouchers for cooking fuel and basic electricity 
consumption blocks have been recommended—but have only been adopted by countries selectively. 
The size of these transfers represents a much smaller fiscal burden than sustaining blanket subsidies. 

Second, the move to renewable energies will increasingly depend on how quickly developing and 
emerging economies can switch. They face a double penalty: a fossil lock-in, as many developing 
countries are net exporters, and a prohibitively high cost of capital.

Without deliberate action on both, countries could end up slowing the transition, or even reversing 
during episodes of price volatility, like the present.15

This is the window for an accelerated transition. Close to 80 % of global 
energy demand is currently coming from developing and emerging  

economies—with as much as 85 % of future electricity demand as well. 

In developing countries, transition fuels such as natural gas are the link between energy security 
and renewables; in advanced economies they include nuclear power. One thing is certain: the 
demand for energy has not peaked and is highly correlated with level of development. 

How large is the challenge to transition globally? According to IEA, despite the destabilizing 
effect of the Middle East conflict, capital flows to the energy sector are expected to grow to USD 
3.4 trillion in 2026, a 5 % rise from 2025. Around USD 2.2 trillion is expected to go collectively to 
renewables, nuclear, grids, storage, low-emissions fuels, efficiency and electrification, and some 
USD 1.2 trillion to oil, natural gas and coal.16

There is an imbalance between developed and developing economies on this agenda.

Developing economies (excluding China) require USD 1.4–1.7 trillion annually by 2030 to align with net-
zero pathways. Present clean energy investment in these countries is roughly USD 270–300 billion  

15	� UNDP, 2025, How Can Participation Deliver Just Energy Transitions? Insights from Civic Participatory Institutions  
in South Africa and Nigeria, UNDP  
https://www.undp.org/publications/how-can-participation-deliver-just-energy-transitions

16	� IEA, 2026, World Energy Report 2026, https://iea.blob.core.windows.net/assets/4fda38df-523c-46f5-ae75-49481abdc8fc/
WorldEnergyInvestment2026.pdf

https://www.undp.org/publications/how-can-participation-deliver-just-energy-transitions
https://www.undp.org/sites/g/files/zskgke326/files/202601/undp_energy_transitions_executive_summary.pdf
https://iea.blob.core.windows.net/assets/4fda38df-523c-46f5-ae75-49481abdc8fc/WorldEnergyInvestment2026.pdf
https://iea.blob.core.windows.net/assets/4fda38df-523c-46f5-ae75-49481abdc8fc/WorldEnergyInvestment2026.pdf
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per year. This leaves an annual shortfall of about USD 1.1–1.4 trillion—renewable power generation is 
close to 50 % of total need; while grids and storage are about 25 %. 

There is broad agreement that an all-hands-on-deck strategy is needed to keep momentum: this 
includes mobilizing MDB and blended finance, scaling green bonds, leveraging carbon markets and 
catalyzing public-private partnerships, in tandem with place-based transitions in developing and 
emerging economies. 

A final issue is structural. As “transitions into” renewables move forward, there is pressure to 
accelerate “transitions out of” fossil fuels. This is a heated political issue, also involving energy 
security and geopolitical fissures. The world has seen a historic addition of renewable sources 
of energy, but fossil fuels are still growing, albeit more slowly. Renewables largely adding to, 
rather than fully displacing, fossil fuels.17 

Greatest opportunity for sustainable development: The greatest opportunity continues to be 
scaling renewable energy, with affordable financing trailing second.

In your view, which action could o
er the greatest opportunity for sustainable 
development in the next 5 years?

Source: HSC-CIVEY (June 2026), see methodological note.
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17	� WEF, 2025, “Renewable energy capacity surged around the world”,  
https://www.weforum.org/stories/2025/04/renewable-energy-transition-wind-solar-power-2024/

https://www.weforum.org/stories/2025/04/renewable-energy-transition-wind-solar-power-2024/
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2.2 AI, Energy and Critical Minerals: A Triple Challenge

Artificial Intelligence is reshaping the global economy in ways comparable to the introduction of 
electricity or the Internet.18 Developing economies already account for about two-thirds of AI use 
around the globe—India and China alone account for about 40 %. However, the critical constraint 
for AI is energy, and the critical constraints for energy are critical minerals.19

Developing and emerging economies are at the epicenter of this Gordian knot: vast critical minerals 
and renewable energy consumption are geo-located in the global South. The linkages between 
energy, critical minerals and AI are, in shorthand, linkages between the past and future of North-South 
relations across the globe. 

Energy and water are the first challenge. AI training occurs in large data centers, which consume 
about 415 TWh of energy annually, a figure projected to reach 1,000 TWh in 2026, roughly equivalent 
to Japan’s total energy consumption (IEA 2025). This, while close to 733 million people still do not 
have access to electricity and 1.18 billion are energy poor; those who do have access, are often 
locked into fossil fuels and coal.20

And while energy consumption is growing the developing and emerging economies, the divides are 
severe. About 90 % of AI cloud capacity is currently concentrated in the US and China, but there is 
a shift to emerging countries that provide electricity and renewable availability—India, Brazil, UAE 
and Kenya are emerging hubs.

There is a real risk of a new AI-energy divide. The T20 has proposed an AI-energy transition nexus, 
collecting the right metrics—similar to the Task Force on Climate Related Financial Disclosures 
operates.21 This would allow a bridge to the future; and needs support from both developed and 
developing economies to succeed.

Critical minerals are the second challenge. Many developing countries provide the raw materials 
for AI development, but do not yet benefit from the dynamic growth of the sector. the Democratic 
Republic of the Congo’s link to the global AI ecosystem is not through data centers but through 

18	� UNDP, 2025, Human Development Report: A Matter of Choice: People and possibilities in the Age of AI (UNDP),  
https://hdr.undp.org/content/human-development-report-2025

19	� UNDP, 2026, The Energy Sprint of the AI Race, UNDP, https://www.undp.org/publications/energy-sprint-ai-race
20	� Brian Min et al, 2025, “Beyond access: 1.18 billion in energy poverty despite rising electricity access”, UNDP  

https://data.undp.org/blog/1-18-billion-around-the-world-in-energy-poverty
21	� Jean Dong and Cobus van Staden, 2025, “Managing the AI-Energy Transition: G20 Policy Priorities for the Twin Transitions”, T20, 

https://www.global-solutions-initiative.org/wp-content/uploads/2026/02/T20_PB-4_Managing-AI-Enery-Nexus.pdf

https://hdr.undp.org/content/human-development-report-2025
https://www.undp.org/publications/energy-sprint-ai-race
https://data.undp.org/blog/1-18-billion-around-the-world-in-energy-poverty
https://www.global-solutions-initiative.org/wp-content/uploads/2026/02/T20_PB-4_Managing-AI-Enery-Nexus.pdf
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minerals. It supplies more than 70 % of the world’s cobalt—critical for AI hardware, data-center 
batteries and electric mobility—yet almost all higher-value stages of the chain, from refining to 
component manufacturing happens abroad. 

And like DRC for cobalt, and Chile for copper, Malaysia and Viet Nam for rare earths and Chile, 
Argentina and Bolivia for lithium, among many others. 

The big structural shift on developing countries is capturing value added, and moving beyond a 
commodity market logic. Indonesia’s refining capabilities in nickel are noted, as well as China’s 
multiple supply chain refining capabilities. The size of the market matters: worth USD 325 billion 
annually as primary commodities, but worth more than 700 bn on a net-zero pathway.22

Meanwhile coalitions supporting critical minerals have also evolved. The G7 Critical Minerals 
Production Alliance, led by France, runs in parallel to the UN Task Force on Critical Energy Transition 
Minerals. The inaugural UN Global Dialogue on AI Governance convened in 2026 and is followed 
by the seventh AI for Good Global Summit. HSC’s Hamburg Declaration on Responsible Artificial 
Intelligence—focused on inclusion and sustainability—has also gained traction with countries and 
partners since adoption last year.23

More than 50 UN agencies are partners, and the recently appointed Independent International 
Scientific Panel on AI reports into the Dialogue.24 While norm-setting is generally seen as a 
multilateral task, much of the work on AI partnerships is happening outside of formal processes. 

AI, energy and critical minerals are likely to become more strategic, more regionalized and 
more politically governed, rather than market-led and open, as had been the case. They reflect 
how dynamic growth will evolve in the future; with strong interdependencies—and pending 
asymmetries—between North and South.

22	� IEA, 2026, 2025 Global Critical Minerals Outlook, IEA https://www.iea.org/reports/global-critical-minerals-outlook-2025
23	� Hamburg Declaration on Responible Artificial Intelligence, 2025, https://www.sustainability-conference.org/files/content/

Program/Signing%20Moments/Hamburg%20Declaration%20on%20Responsible%20AI.pdf
24	� The UN Secretary-General's Initiative on Critical Energy Transition Minerals https://www.un.org/en/climatechange/ 

critical-minerals and Jamie Grant, 2026, “The Mutually Beneficial G7 Bypass”, https://jaimie.ghost.io/bypass/

https://www.iea.org/reports/global-critical-minerals-outlook-2025
https://www.sustainability-conference.org/files/content/Program/Signing%20Moments/Hamburg%20Declaration%20on%20Responsible%20AI.pdf
https://www.sustainability-conference.org/files/content/Program/Signing%20Moments/Hamburg%20Declaration%20on%20Responsible%20AI.pdf
https://www.un.org/en/climatechange/critical-minerals
https://www.un.org/en/climatechange/critical-minerals
https://jaimie.ghost.io/bypass/
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2.3 �Delivering Sustainable Development Finance During a Crisis: 
Expand or Contract?

A third coalition is emerging around sustainable development finance, invigorated by the Com­
promiso de Sevilla. However, as 30-year Treasury bills surpass 5 % yields—a level not seen since the 
Global Financial Crisis of 2008—there is renewed concern that “something may break” either in 
developing and emerging debt markets or in advanced economy private credit markets.25 This would 
put a hard brake on global growth and disrupt supply chains around the world.

The last time there was a liquidity crunch during the Covid-19 response, two things happened: 
advanced economies shared swap lines to accommodate liquidity needs of central banks and 
the IMF board of governors approved a general allocation of SDRs of USD 650 billion—with ripple 
effects in the strengthening of the IMF’s PRGT and the establishment of an RST.

The final tally was uneven: advanced economies committed close to USD 16 trillion in guarantees, 
loans and fiscal transfers during the crisis; low-income economies committed about USD 1 billion.26 
Poverty soared in developing economies; it dropped in advanced and industrial economies.

While the Middle East crisis has not reached “systemic risk” thresholds, what does averting a 
financial crisis look like in 2026?

– �An energy backstop: The first task has been physical. The IEA took important steps in March to 
ensure a historic release of reserves; this helped stabilize supply in the short run. Export restrictions 
in advanced and emerging economies, however, have aggravated physical shortages in oil, LNG and 
derivatives since then.27 The beggar-thy-neighbor effects of this are particularly acute in low-income 
economies. Looking forward, the energy backstop will feed into fertilizer backstops, that in turn feed 
into the planting season in West and East Africa as well as Asia. The G7 is currently coordinating 
efforts on fertilizer and energy, but more proactive measures will be needed.28

– �An emergency liquidity backstop: The US has been effective at extending its dollar swap lines 
to other advanced economies’ central banks; it will be important to expand the group to large 
emerging markets in case of a protracted crisis. The FIMA repo facility allows central banks to 

25	� IMF, 2026, Financial Stability Report, https://www.imf.org/en/publications/gfsr/issues/2026/04/14/global-financial-stability-
report-april-2026 and Morgan Stanley, 2026, “Iran Conflict: Three Scenarios for Markets”,  
https://www.morganstanley.com/insights/articles/iran-conflict-three-market-scenarios-investors-consider

26	� IMF, 2021, “COVID-19: A second Great Depression was averted, thanks to an unprecedented global policy Response”.  
https://www.elibrary.imf.org/display/book/9781513568812/ch001.xml

27	� IEA, 2026, “Energy Crisis Policy Response Tracker”  
https://www.iea.org/data-and-statistics/data-tools/2026-energy-crisis-policy-response-tracker

28	� Foreign Policy, 2026, “G7 Finance Ministers Discuss Economic Fallot of Iran War”,  
https://foreignpolicy.com/2026/05/18/g7-finance-ministers-iran-war-oil-prices-bond-markets-tariffs-trump-us/

https://www.imf.org/en/publications/gfsr/issues/2026/04/14/global-financial-stability-report-april-2026
https://www.imf.org/en/publications/gfsr/issues/2026/04/14/global-financial-stability-report-april-2026
https://www.morganstanley.com/insights/articles/iran-conflict-three-market-scenarios-investors-consider
https://www.elibrary.imf.org/display/book/9781513568812/ch001.xml
https://www.iea.org/data-and-statistics/data-tools/2026-energy-crisis-policy-response-tracker
https://foreignpolicy.com/2026/05/18/g7-finance-ministers-iran-war-oil-prices-bond-markets-tariffs-trump-us/
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repo without losing reserves; this is likely to be more important as the energy shock hits fiscal 
balances and induces capital outflows. In the event of further disruptions, the IMF has a number 
of windows and facilities that can extend liquidity rapidly (based on quota), including the Rapid 
Financing Instrument (available to all countries), the Rapid Credit Facility (for LIC countries) and 
other precautionary and liquidity backstops.

– �Sovereign debt and financing backstop: A key lesson from past crises is that once countries lose 
market access, policy options shrink and contagion rises. This is particularly true for a subset of 
debt-vulnerable developing economies. The IMF has flagged 32 LIC countries at high risk of debt 
distress or in debt distress at present.29 The G20’s Debt Service Suspension Initiative (DSSI) in 
2020 pre-empted a deeper crisis, as sudden stops hit financial markets. Are we at a DSSI-moment 
at present? Not yet, but the cumulative growth of developing economy debt is at historic levels: 
between 2022 and 2024, about USD 741 billion more flowed out of developing economies in debt 
repayments and interest than flowed into them in the form of new financing. It was the largest 
debt-related outflow in more than 50 years.

Beyond the short run, the task of lowering the cost of capital pledged in Sevilla, and taken up by 
networks of MDBs, private and public banks and funds, is moving forward. The global economy 
will not relapse to being “cheap” after the Middle East crisis; structural features are ensuring a rise 
in prices across goods and services; and that means long run interest rates will also rise.30

The relatively modest aspiration of “economic growth driven by investment, funded by long run 
affordable financing” has been hard to replicate in an inflationary and interest rate hike environment, 
without more efforts that lower systemic risk in developing and emerging economies.

Despite these shifts in financial markets—perhaps because of them—there is a pragmatic shift  
in developing economies towards more sovereignty and self-sufficiency, with a renewed focus 
on domestic resource mobilization, attracting private flows at hand, and moving beyond the ODA 
constellation that includes IDA and blended finance. 

The future of development is mostly a future of countries transitioning out of development as aid, 
a good segway to the final section of this paper. 

29	� IMF, 2026, List of LIC DSAs for PRGT-eligible Countries (March 31, 2026),  
https://www.imf.org/-/media/files/publications/ft/dsa/dsalist.pdf

30	� Rana Fohoorar, 2026, “The End of Cheap”, Financial Times (May 31, 2026),  
https://www.ft.com/content/2facf908-9265-47b5-9574-ee316ff3b8ee?syn-25a6b1a6=1 and

https://www.imf.org/-/media/files/publications/ft/dsa/dsalist.pdf
https://www.ft.com/content/2facf908-9265-47b5-9574-ee316ff3b8ee?syn-25a6b1a6=1 and
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What are the greatest risks to sustainable development? At the moment, the cost of living and 
geopolitical conflicts are the greatest risks. 

In your view, what poses the greatest risk to sustainable development in the next 12 months?

Source: HSC-CIVEY (June 2026), see methodological note.
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3. �What Kind of Development  
System Is Needed?

Do coalitions of the willing add up to a new architecture? Not quite. What is concerning is that drops 
in ODA and shifts to security are not only weakening the existing development architecture but  
also dismantling the requirements for universal and broad- based multilateral agreements—of the 
type delivered precisely by the SDG and Paris Climate agendas.

Some things need to change, but the multilateral system needs to be strengthened rather than 
weakened to get there. Without a common anchor, ad hoc coalitions will move forward with less 
policy coherence, more financial fragmentation, and more uneven development impact.31

31	� OECD, 2026, Multilateral Development Finance,  
https://www.oecd.org/en/publications/multilateral-development-finance-2026_0720370a-en.html

https://www.oecd.org/en/publications/multilateral-development-finance-2026_0720370a-en.html
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Earlier this year, OECD-DAC reported a 23.1 % drop in ODA with respect to 2024—the largest in the 
history of official development assistance since its establishment in 1969.32 

This is leading to further fragmentation of aid disbursement, and a softening of SDG anchoring. 

The development system that cohered around ODA is weakening, but aid is not development.33 
Recent conferences have focused on the future of global partnerships (London) and the OECD-
DAC review (Paris); they are part of a running conversation on the future of development.34

Some coalitions are already replacing the ODA constellation in real time. The global public goods 
network is a loose set of alliances focused on climate action, nature-positive investments and 
energy transitions, with a strong security lens—anchored mostly around geopolitical positioning 
between major powers, triggered by active industrial policy in G7+China.35

The finance for development constellation is driven mostly by the private sector36, focused on 
expanding long run financing, with new asset-categories for investment, combining public and private 
flows, with a patchwork of risk-adjusted financial instruments—anchored around IFIs and MDBs as 
well as an active group of investment funds and special purpose vehicles. The African Union has 
shown global leadership on this agenda, by interrogating the cost of capital and the role played by 
credit ratings agencies. 

A South-South constellation is driven by emerging powers, focused on technical assistance, 
experimentation and learning by doing, sharing what has worked in one context and adapting the 
principles or dynamics that unleash productivity, innovation and progress, with active leadership 
from large emerging economies—China, India, Brazil, South Africa, and Gulf states among others.37

32	� Carlo Pietrobelli, Michele Delera and Nicolò Geri, 2026, “Navigating a fragmenting global economy: What GVC recon-
figuration means for future industrial development”, UNIDO- UNU, https://www.unido.org/sites/default/files/unido-
publications/2026-02/IID%20Policy%20Brief%2028%20-%20Navigating%20a%20fragmenting%20global%20economy.pdf

33	� Mark Suzman, 2026, “The End of Foreign Aid Is Not the End of Development”, Foreign Affairs (June 2026) https://www.foreign-
affairs.com/united-states/end-foreign-aid-not-end-development-mark-suzman and Sarah Bermeo, 2025, “Disentangling 
Foreign and Development”, Center for Global Development, https://www.cgdev.org/blog/disentangling-foreign-aid-and-
development

34	� https://www.gov.uk/guidance/global-partnerships-conference-2026 and https://www.oecd-events.org/e/future-of-
development-co-operation 

35	� Sara Schonhardt, 2026, “The Climate Coalition of the Willing” Politico (April 2026)  
https://www.politico.com/newsletters/forecast/2026/04/29/the-climate-coalition-of-the-willing-00898974

36	� Iliana Olivié, Karim Karaki and María Santillán O’Shea, 2026, “From Sevilla to Implementation: the post-Ff4D agenda on Finan-
cing for Development, European Think Tank Group (ETTG), https://ettg.eu/wp-content/uploads/2026/03/ETTG-Brief-FfD4.pdf

37	� UNOSSC, 2026, “South-South Cooperation in a Changing Development Landscape”,  
https://unsouthsouth.org/unossc-strategic-framework-2026-2029/ and Mark Furness & Niels Keijzer (Eds.), “International  
Development Cooperation and the Emerging Global Order” IDOS Discussion Paper 04/2026,  
https://www.idos-research.de/fileadmin/user_upload/pdfs/publikationen/discussion_paper/2026/DP_4.2026.pdf

https://www.unido.org/sites/default/files/unido-publications/2026-02/IID%20Policy%20Brief%2028%20-%20Navigating%20a%20fragmenting%20global%20economy.pdf
https://www.unido.org/sites/default/files/unido-publications/2026-02/IID%20Policy%20Brief%2028%20-%20Navigating%20a%20fragmenting%20global%20economy.pdf
https://www.foreignaffairs.com/united-states/end-foreign-aid-not-end-development-mark-suzman
https://www.foreignaffairs.com/united-states/end-foreign-aid-not-end-development-mark-suzman
https://www.cgdev.org/blog/disentangling-foreign-aid-and-development
https://www.cgdev.org/blog/disentangling-foreign-aid-and-development
https://www.gov.uk/guidance/global-partnerships-conference-2026
https://www.oecd-events.org/e/future-of-development-co-operation
https://www.oecd-events.org/e/future-of-development-co-operation
https://www.politico.com/newsletters/forecast/2026/04/29/the-climate-coalition-of-the-willing-00898974 
https://ettg.eu/wp-content/uploads/2026/03/ETTG-Brief-FfD4.pdf 
https://unsouthsouth.org/unossc-strategic-framework-2026-2029/
https://www.idos-research.de/fileadmin/user_upload/pdfs/publikationen/discussion_paper/2026/DP_4.2026.pdf
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How these networks intersect or cohere is still a work-in-progress. There is no grand design behind 
the emerging architecture. 

Beyond the realpolitik, there is a historic shift underway that prizes self-sufficiency, sovereignty and 
national capabilities for development. What would the functions of a well-functioning development 
architecture look like?

What should international cooperation for development focus on? Global public goods are back, 
as well conflict prevention.

In your view, where should international cooperation for development focus most 
over the next decade?

Source: HSC-CIVEY (June 2026), see methodological note.
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Fast forward to the year 2050. Imagine an accelerated global convergence process in human and 
planetary well-being that picked up speed in the 2030s. Demographic windows allowed a massive 
shift in jobs and income generation to some of the largest economies in Africa—Nigeria, Ethiopia, 
Egypt and Democratic Republic of Congo. Digital and AI convergence created a productivity 
windfall for most of the advanced economies; Bangladesh, Indonesia, Pakistan, India and China 
have achieved a massive services transition from manufacturing, coupled with a new compact of 
social protection for an ageing population.
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Megatrends—global economic growth, demographic windows, job-creating AI adoption, global 
rebalancing on current accounts, rapid decarbonization and a stable financial system—did much 
of the heavy lifting. However, smart global, regional and national policy interventions did their 
fair share. They were not structured along donor or recipient roles, but along partnerships that 
overlapped across issues and geographies.

Looking back, what do we see?

– �A strategic Beyond GDP focus: Coalitions of the willing that started as stopgaps for lost ODA, 
evolved into a stronger United Nations and Bretton Woods system that protects global public 
goods and shields countries and firms from systemic risk and beggar-thy-neighbor policies.38 This 
includes a strategic focus on moving beyond GDP as a yardstick for progress, enabling countries 
and partners to focus on well-being today, inclusion/equity and well-being tomorrow, across 
generations.39 Networks of coalitions provided resilience against shocks; allowing countries to 
pursue job-creating growth, while decarbonizing and growing natural capital. The new global 
agenda moved beyond metrics to a solid policy agenda: with leave-no-one-behind floors and an 
effective financial architecture for all categories of risk.

– �A solid LNOB floor: The juggernaut of job-creation, wealth creation and progress is uneven. Poverty, 
inequality and exclusion require policy action proactive regional and national convergence policies; 
leave-no-place-behind policies facilitate placed-based green transitions in cities and rural areas; 
leave-no-person-behind policies secure equal opportunity for men and women, across racial and 
ethnic divides; and solidarity policies accelerated transitions out of humanitarian crises, wars and 
social breakdowns.40 

– �Strong financial plumbing: The financial architecture is the connective tissue for sustainable 
development. It has evolved, since the Global Financial Crisis, to ensure the financial stability of 
major economies and emerging powers; to succeed, however, it must address systemic risk beyond 
advanced economies, and allow smoother access to capital markets, liquidity and debt relief 
to low- and middle-income countries.41 Global imbalances are the structural drivers of financial 

38	� Andrew Sumner and Stephan Klingebiel, 2025, “What will the global development architecture look like in 2030? And what 
can the EU and UK do to influence it?” https://www.idos-research.de/en/others-publications/article/what-will-the-global-
development-architecture-look-like-in-2030-and-what-can-the-eu-and-uk-do-to-influence-it/ and Masood Ahmed, Rachael 
Calleja, and Pierre Jacquet, 2025, “The Future of Official Development Assistance: Incremental Improvements or Radical 
Reform?, Center for Global Development, https://www.cgdev.org/sites/default/files/future-official-development-assistance-
incremental-improvements-or-radical-reform.pdf

39	� United Nations, 2026, Counting what Counts: A Compass of Progress for People and Planet, High Level Expert Group,  
https://www.un.org/sites/un2.un.org/files/high level_expert_group_on_beyond_gdp_final_report.pdf

40	� George Gray Molina, Eduardo Ortiz-Juarez and Babatunde Abidoye, 2025, “Poverty to Prosperity Transitions” UNDP  
https://www.undp.org/publications/poverty-prosperity-transitions and Lucas Chancel et al, 2026, World Inequality Report, 
World Inequality Lab, https://wir2026.wid.world/www-site/uploads/2026/04/World_Inequality_Report_2026.pdf

41	� United Nations, 2026, Financing Sustainable Development Report 2026, UN DESA: 
https://desapublications.un.org/publications/financing-sustainable-development-report-2026 

https://www.idos-research.de/en/others-publications/article/what-will-the-global-development-architecture-look-like-in-2030-and-what-can-the-eu-and-uk-do-to-influence-it/
https://www.idos-research.de/en/others-publications/article/what-will-the-global-development-architecture-look-like-in-2030-and-what-can-the-eu-and-uk-do-to-influence-it/
https://www.cgdev.org/sites/default/files/future-official-development-assistance-incremental-improvements-or-radical-reform.pdf
https://www.cgdev.org/sites/default/files/future-official-development-assistance-incremental-improvements-or-radical-reform.pdf
https://www.un.org/sites/un2.un.org/files/high level_expert_group_on_beyond_gdp_final_report.pdf
https://www.undp.org/publications/poverty-prosperity-transitions
https://wir2026.wid.world/www-site/uploads/2026/04/World_Inequality_Report_2026.pdf 
https://desapublications.un.org/publications/financing-sustainable-development-report-2026
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instability. Any future financial architecture will need to smooth the effects of these imbalances 
and reflect emerging and developing countries at the table. This is what the Bretton Woods system 
was set up to do—in addition to BIS, FSB and other important backstops for financial stability. The 
question of non-banking money market and credit ballooning outside of regulated banking is part 
of this discussion.

The key ingredient for any successful transition to 2050 is an iterative build-up of trust—across 
North and South, between public and private sectors, and iterative learning by doing among diverse 
coalitions across the globe. Trust is gained through practice and delivery; adjusting in good faith 
along the way, because of alignment of interests, not the law of the jungle.

There is a historic shift underway that prizes self-sufficiency,  
sovereignty and national capabilities for development. What would a 

well-functioning development architecture look like for this shift?  

HSC: How to Move Forward?

The Hamburg Sustainability Conference plays a role in amplifying connections between North 
and South, public and private sectors, promoting breakthroughs through a network of solutions, 
innovation and new alliances. The first task is to address the ripple effects of the Middle East 
military escalation in ways that protect lives and livelihoods, as well as ensure the resilience of the 
global economy, supply chains and logistics. Developing economies largely buffered the effects of 
the crisis; but they require international cooperation to move out of crisis mitigation.

The second task is to reposition sustainable development in light of the new geopolitical and 
geoeconomic landscape. This means rethinking what security itself is at this moment in history. 
The Secretary General of the United Nations has flagged the cost of military spending: in 2024, 
global military spending hit USD 2.7 trillion, the highest ever recorded, up over 9 %. If current 
trends continue, it could reach USD 6.6 trillion annually by 2035. And this is not confined to large 
geopolitical players. More than 100 countries increased military spending in 2024.42

42	� United Nations, 2026, The Security we Need: Rebalancing Military Spending for a Sustainable and Peaceful Future, Report of 
the Secretary-General, https://front.un-arm.org/Milex-SDG-Study/SG_Report_TheSecurityWeNeed.pdf

https://front.un-arm.org/Milex-SDG-Study/SG_Report_TheSecurityWeNeed.pdf
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The final task is to persevere with sustainable development across the globe. Sustainable development is 
reinventing itself; cumulative achievements have built up since the historic conferences of the 1990s, and 
they are delivering fast-paced innovation across decarbonization, energy transitions, nature-positive 
investments and green transitions. Sustainability now sits at the epicenter of the global economy—
and at the intersection of security, development and economic competitiveness. 

This Brave New World is not so much discovered, as it is made by the choices of peoples, firms and 
government around the globe. Coalitions need to evolve to strengthen the backbone of a renewed 
multilateral system along the way.

What should the Hamburg Sustainability Conference focus on? An open debate on whether it 
should focus on specific goals, alignment with global norms or bridge North and South.

In your view, what should the main role of international platforms like the 
Hamburg Sustainability Conference be?

Source: HSC-CIVEY (June 2026), see methodological note.
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