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Foreword

Just over two years after COVID-19 caused the
deepest global recession since World War II, the
world economy is again in danger. This time it is
facing high inflation and slow growth at the same
time. Even if a global recession is averted, the
pain of stagflation could persist for several years—
unless major supply increases are set in motion.

Amid the war in Ukraine, surging inflation, and
rising interest rates, global economic growth is
expected to slump in 2022. Several years of
above-average inflation and below-average growth
are now likely, with potentially destabilizing
consequences  for and middle-income
economies. It’s a phenomenon—stagflation—that
the world has not seen since the 1970s.

low-

Our forecasts reflect a sizable downgrade to the
outlook: global growth is expected to slow sharply
from 5.7 percent in 2021 to 2.9 percent this year.
This also reflects a nearly one-third cut to our
January 2022 forecast for this year of 4.1 percent.
The surge in energy and food prices, along with
the supply and trade disruptions triggered by the
war in Ukraine and the necessary interest rate
normalization now underway, account for most

of the downgrade.

COVID-19 already dealt a major setback to
income growth and poverty reduction in
developing economies. The fallout from the war
in Ukraine compounds the challenges for many of
them. They are expected to grow 3.4 percent in
2022—barely half the rate in 2021 and well
below the average from 2011 through 2019.
Middle-income countries will see a sharp
downgrade to growth in 2022, losing 1.3
percentage points relative to the January forecast.
Because of the adverse shocks of the past two
years, real income per capita in 2023 will remain
below pre-COVID-19 levels in about 40 percent
of developing economies. For many countries,
recession will be hard to avoid. With the supply
of natural gas constrained, especially for use in

fertilizer and electricity grids in poorer countries,
announcements of major production increases
worldwide will be essential for breaking out of
stagflation and restoring noninflationary growth.

This edition of the Global Economic Prospects
report offers the first systematic assessment of
how current global economic conditions compare
with the era of stagflation of the 1970s—with a
particular emphasis on how stagflation could
affect developing economies. The insights are
sobering: the interest rate increases that were
required to control inflation at the end of the
1970s were so steep that they touched off a global
recession, along with a string of debt crises in
developing economies, ushering in a “lost decade”
in some of them.

The danger of stagflation is considerable today.
Between 2021 and 2024, global growth is
projected to have slowed by 2.7 percentage
points—more than twice the deceleration
between 1976 and 1979. Subdued growth will
likely persist throughout the decade because of
weak investment in most of the world. With
inflation now running at multidecade highs in
many countries and supply expected to grow
slowly, there is a risk that inflation will remain
higher for longer than currently anticipated.

External public debt in developing economies is
at record levels today. Most of it is owed to
private creditors, and much of it involves variable
interest rates that could spike suddenly. As global
financing conditions tighten and currencies
depreciate, debt distress—previously confined to
low-income economies—is spreading to middle-
income countries.

The removal of monetary accommodation in the
United States and other advanced economies,
along with the ensuing increase in global
borrowing costs, represents another significant
headwind for the developing world. In addition,
over the next two years, most of the fiscal support
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provided in 2020 to fight the pandemic will have
been unwound. Despite this consolidation, debt
levels will remain elevated.

Yet the analysis shows that the current conditions
differ from those in the 1970s in multiple
dimensions. The dollar is strong, a sharp contrast
with its severe weakness in the 1970s. Oil prices
quadrupled in 1973-1974 and doubled in 1979-
1980. Today, in inflation-adjusted terms, oil
prices are only two-thirds of what they were in
1980. The balance sheets of major financial
institutions were a risk in the 1970s; today, they
are generally strong. Economies across the world
are also more flexible than they were in the
1970s, with fewer structural rigidities involving
wages and labor markets. Importantly, policy
makers are in a better position today to stave off
stagflationary  headwinds. Monetary  policy
frameworks are more credible—with clear price
stability mandates for central banks in advanced
and many developing economies alike. Long-term
inflation expectations are also better anchored.
Existing technology and capital have the capacity
to provide massive increases in supply, holding
down price expectations.

Reducing the risk of stagflation will require
targeted and impactful measures by policy makers
across the world. This report spells out what they
can do to avoid the worst outcomes—and why
that work must begin immediately. In an
extraordinary era of overlapping global crises,
policy makers across the world will need to focus
their efforts in five key areas:

o First, limit the harm to people affected by the
war in Ukraine by coordinating the crisis
response, including delivery of emergency
food, medical, and financial aid to war-torn
areas. It will also be necessary to share the
burden of housing, supporting, and possibly
relocating refugees and internally displaced
people.

o Second, counter the spike in o0il and food prices.
It’s essential to boost the supply of key food

and energy commodities. Markets look
forward, so even mere announcements of
future supply would help reduce prices and
inflation expectations. In the poorest nations
at greatest risk of a food crisis, social safety
nets should be buttressed. It’s also crucial to
avoid export and import restrictions that
magnify the rise in prices.

o Third, step wup debr relief efforts. Debt
vulnerabilities were acute for low-income
countries even before the pandemic. As debt
distress spreads to middle-income countries,
the risk for the global economy is growing.
Debt relief needs to be rapid, comprehensive,
and sizable in order to minimize debt
overhang and risks to future growth.

o Fourth, strengthen health preparedness and
efforss to contain COVID-19. Expanding
vaccination coverage in low-income coun-
tries, including that for COVID-19

vaccinations, must be a global priority.

o Fifth, speed the transition to low-carbon energy
sources. Reducing dependency on fossil fuels
will need more investments in electricity
grids, cleaner energy sources, and greater
energy efficiency. National policy makers
should create climate-smart  regulatory
frameworks, adjust incentive structures, and
strengthen land use regulations.

After multiple crises, long-term prosperity will
depend on returning to faster growth and a more
stable, rules-based policy environment. There is
good reason to expect that, once the war in
Ukraine stops, efforts will redouble—including
by the World Bank Group—to rebuild the
Ukrainian economy and revive global growth. In
the meantime, policy makers everywhere must
fight the world’s other development crises: the
catastrophe of higher food and energy prices, the
threat of stagflation, the rise in inequality and
instability, climate change, and the growing
overhang of debt.

David Malpass
President

World Bank Group
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GLOBAL ECONOMIC PROSPECTS | JUNE 2022 CHAPTER 1

Following more than two years of pandemic, spillovers from the Russian Federation’s invasion of Ukraine are
set to sharply hasten the deceleration of global economic activity, which is now expected to slow to 2.9 percent in
2022. The war in Ukraine is leading to high commodity prices, adding to supply disruptions, increasing food
insecurity and poverty, exacerbating inflation, contributing to tighter financial conditions, magnifying financial
vulnerability, and heightening policy uncertainty. Growth in emerging market and developing economies
(EMDE) this year has been downgraded to 3.4 percent, as negative spillovers from the invasion of Ukraine
more than offset any near-term boost to some commodity exporters from higher energy prices. Despite the
negative shock to global activity in 2022, there is essentially no rebound projected next year: global growth is
Jorecast to edge up only slightly to a still-subdued 3 percent in 2023, as many headwinds—in particular, high
commodity prices and continued monetary tightening—are expected to persist. Moreover, the outlook is subject
to various downside risks, including intensifying geopolitical tensions, growing stagflationary headwinds, rising
financial instability, continuing supply strains, and worsening food insecurity. These risks underscore the
importance of a forceful policy response. The global community needs to ramp up efforts to mitigate
humanitarian crises caused by the war in Ukraine and conflict elsewhere, alleviate food insecurity, and expand
vaccine access to ensure a durable end of the pandemic. Meanwhile, EMDE policy makers need to refrain from
implementing export restrictions or price controls, which could end up magnifying the increase in commodity
prices. With rising inflation, tightening financial conditions, and elevated debt levels sharply limiting policy
space, spending can be reprioritized toward targeted relief for vulnerable households. Over the long run, policies
will be required to reverse the damage inflicted by the dual shocks of the pandemic and the war on growth
prospects, including preventing fragmentation in trade networks, improving education, and raising labor force
participation.

Summ ary growth and controlling price pressures. Global
financial conditions have tightened and borrowing
costs have increased, particularly in emerging
market and developing economies (EMDEs),
reflecting reduced policy accommodation in
response to inflationary pressures, elevated
uncertainty, and heightened geopolitical risks. In
addition, the unwinding of fiscal support measures
has continued to weigh on global activity.

Still suffering from the effects of more than two
years of pandemic, the global economy is
experiencing yet another major negative shock.
Russia’s invasion of Ukraine has not only
precipitated a humanitarian catastrophe—with
thousands of civilians killed and millions more
displaced—but also resulted in a deep regional
slowdown and substantial negative global
spillovers. These spillovers are magnifying pre-
existing strains from the pandemic, such as
bottlenecks in global supply chains and significant
increases in the price of many commodities.

Against the backdrop of this significantly more
challenging context, the world economy is
expected to experience its sharpest deceleration
following an initial recovery from global recession
in more than 80 years. Global growth is projected
to slow from 5.7 percent in 2021 to 2.9 percent in
2022 and average 3 percent in 2023-24, as
Russia’s invasion of Ukraine significantly disrupts
activity and trade in the near term, pent-up
demand fades, and policy support is withdrawn
amid high inflation (figures 1.1.A and 1.1.B). The
effects of the war—including more acute
inflationary pressures and a faster pace of
monetary tightening than previously assumed—
account for most of the 1.2 percentage points

The effects of the invasion have also caused a
further reduction in policy space, which is now
much more limited than at the onset of the
pandemic. Amid surging commodity prices and
supply disruptions, inflation has soared across the
world, exacerbating the exceedingly difficult
tradeoffs policy makers face between supporting

Note: This chapter was prepared by Carlos Arteta, Justin-Damien o . ;
Gueénette, Patrick Kirby, Lucia Quaglietti, and Collette Wheeler, downward revision to this year's ngWth forecast.

with contributions from Jongrim Ha, Osamu Inami, Sergiy Growth pij ections for 2022 have been
Kasyanenko, Phil Kenworthy, Peter Nagle, and Ekaterine d d d f . inc d f
Vashakmadze. OWﬂgfa € Oor most economies—inclu lﬂg or
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Percentage point

TABLE 1.1 Real GDP! differences from
January 2022 projections

World 2.6 -3.3 5.7 2.9 3.0 3.0 -1.2 -0.2
Advanced economies 1.7 -4.6 5.1 2.6 2.2 1.9 -1.2 -0.1
United States 2.3 -3.4 5.7 25 2.4 2.0 -1.2 -0.2
Euro area 1.6 -6.4 5.4 25 1.9 1.9 -1.7 -0.2
Japan -0.2 -4.6 1.7 1.7 1.3 0.6 -1.2 0.1
Emerging market and developing economies 3.8 -1.6 6.6 3.4 4.2 4.4 -1.2 -0.2
East Asia and Pacific 5.8 1.2 7.2 4.4 5.2 5.1 -0.7 0.0
China 6.0 2.2 8.1 4.3 5.2 5.1 -0.8 -0.1
Indonesia 5.0 -2.1 3.7 5.1 5.3 5.3 -0.1 0.2
Thailand 2.2 -6.2 1.6 2.9 4.3 3.9 -1.0 0.0
Europe and Central Asia 2.7 -1.9 6.5 -2.9 1.5 3.3 -6.9 -1.4
Russian Federation 2.2 -2.7 4.7 -8.9 -2.0 2.2 -11.3 -3.8
Turkey 0.9 1.8 11.0 2.3 3.2 4.0 0.3 0.2
Poland 4.7 2.2 5.9 3.9 3.6 3.7 -0.8 0.2
Latin America and the Caribbean 0.8 -6.4 6.7 2.5 1.9 2.4 -0.1 -0.8
Brazil 1.2 -3.9 4.6 1.5 0.8 2.0 0.1 -1.9
Mexico -0.2 -8.2 4.8 1.7 1.9 2.0 -1.3 -0.3
Argentina -2.0 -9.9 10.3 45 25 25 1.9 0.4
Middle East and North Africa 0.9 -3.7 3.4 5.3 3.6 3.2 0.9 0.2
Saudi Arabia 0.3 -4.1 3.2 7.0 3.8 3.0 2.1 1.5
Iran, Islamic Rep.3 -6.8 3.4 41 3.7 2.7 2.3 1.3 0.5
Egypt, Arab Rep.2 5.6 3.6 3.3 6.1 4.8 5.0 0.6 -0.7
South Asia 41 -4.5 7.6 6.8 5.8 6.5 -0.8 -0.2
India3 3.7 -6.6 8.7 7.5 71 6.5 -1.2 0.3
Pakistan 2 3.1 -0.9 5.7 4.3 4.0 4.2 0.9 0.0
Bangladesh2 7.9 3.4 6.9 6.4 6.7 6.9 0.0 -0.2
Sub-Saharan Africa 2.6 -2.0 4.2 3.7 3.8 4.0 0.1 0.0
Nigeria 2.2 -1.8 3.6 3.4 3.2 3.2 0.9 0.4
South Africa 0.1 -6.4 4.9 2.1 1.5 1.8 0.0 0.0
Angola -0.7 -5.2 0.7 3.1 3.3 3.2 0.0 0.5
Memorandum items:
Real GDP!*
High-income countries 1.7 -4.6 5.1 2.7 2.2 2.0 -1.1 -0.2
Middle-income countries 4.0 -1.3 6.8 3.3 4.2 4.5 -1.3 -0.3
Low-income countries 4.8 1.9 3.9 41 5.3 5.7 -0.8 -0.6
EMDEs excl. Russian Federation and Ukraine 3.9 -1.5 6.7 4.2 4.5 4.5 -0.5 0.0
EMDEs excl. China 25 -4.0 5.6 2.7 3.4 4.0 -1.5 -0.4
Commodity-exporting EMDEs 1.8 -3.8 4.8 1.2 2.6 3.2 -2.1 -0.5
Commot.:ilty-exportmg EMDEs excl. Russian 18 4.0 48 37 33 34 03 01
Federation and Ukraine
Commodity-importing EMDEs 4.9 -0.4 7.5 4.4 4.9 5.0 -0.8 -0.1
Commodity-importing EMDEs excl. China 3.2 -4.2 6.6 4.6 4.5 4.9 -0.7 -0.1
EM7 4.5 -0.5 7.3 818 4.3 4.7 -1.5 -0.4
World (PPP weights) 4 2.9 -3.0 6.0 3.1 3.4 3.5 -1.3 -0.2
World trade volume s 1.4 -8.0 10.3 4.0 4.3 3.8 -1.8 -0.4
Commodity prices®
Oil price -9.9 -33.9 66.5 42.0 -8.0 -13.0 35.0 3.8
Non-energy commodity price index -4.2 3.3 32.7 17.9 -8.1 -3.1 19.9 -4.1

Source: World Bank.

1. Headline aggregate growth rates are calculated using GDP weights at average 2010-19 prices and market exchange rates. The aggregate growth rates may differ from the previously
published numbers that were calculated using GDP weights at average 2010 prices and market exchange rates. Data for Afghanistan and Lebanon are excluded.

2. GDP growth rates are on a fiscal year basis. Aggregates that include these countries are calculated using data compiled on a calendar year basis. Pakistan's growth rates are based on
GDP at factor cost. The column labeled 2022 refers to FY2021/22.

3. GDP growth rates are on a fiscal year basis. Aggregates that include these countries are calculated using data compiled on a calendar year basis. The column labeled 2022 refers to
FY2022/23.

4. World growth rates are calculated using average 2010-19 purchasing power parity (PPP) weights, which attribute a greater share of global GDP to emerging market and developing
economies (EMDEs) than market exchange rates.

5. World trade volume of goods and nonfactor services.

6. Oil price refers to the Brent crude oil benchmark. The non-energy index is the weighted average of 39 commodity prices (7 metals, 5 fertilizers, and 27 agricultural commaodities). For
additional details, please see https://www.worldbank.org/commodities.

Note: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information. Consequently, projections presented here may differ from those contained in other
World Bank documents, even if basic assessments of countries’ prospects do not differ at any given date. For the definition of EMDEs, commodity exporters, and commodity importers,
please refer to table 1.2. EM7 includes Brazil, China, India, Indonesia, Mexico, the Russian Federation, and Turkey. The World Bank is currently not publishing economic output, income, or
growth data for Turkmenistan and Republica Bolivariana de Venezuela owning to lack of reliable data of adequate quality. Turkmenistan and Republica Bolivariana de Venezuela are
excluded from cross-country macroeconomic aggregates.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Table-1-1.xlsx
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the majority of commodity exporters despite
improved terms of trade, partly due to higher
input costs in non-energy exporters (figure 1.1.C).
The cumulative losses to global activity relative to
its pre-pandemic trend are expected to continue
mounting over the forecast horizon, especially
among EMDE commodity importers, as a result
of lasting damage inflicted by more than two years
of negative shocks (figure 1.1.D).

In advanced economies, activity is being
dampened by rising energy prices, less favorable
financial conditions, and supply chain disruptions,
all of which have been exacerbated by the war in
Ukraine. As a result, growth in these economies is
projected to decelerate from 5.1 percent in 2021
to 2.6 percent in 2022—1.2 percentage points
below previous projections. Growth is expected to
further moderate to 2.2 percent in 2023, largely
reflecting the further unwinding of the fiscal and
monetary policy support provided during the
pandemic.

EMDE growth is projected to roughly halve this
year, slowing from 6.6 percent in 2021 to 3.4
percent in 2022—well below its annual average of
4.8 percent over 2011-19, despite a still-
incomplete recovery from the pandemic. The
slowdown in part reflects the spillovers from the
war in Ukraine, which have led to commodity
price volatility, higher input costs, trade
disruptions, and weaker confidence. These
spillovers are also magnifying the effects of pre-
existing headwinds to growth, including rising
inflationary ~ pressures,  tightening  financial
conditions, continued withdrawal of macro-
economic policy support, and softening external
demand. And since EMDE households devote a
relatively large proportion of their spending to
basic necessities, the war’s impact on food and
energy prices is also weighing markedly on
consumption. This is especially true among
commodity importers, whereas energy exporters
are benefitting from higher global energy prices
and easing oil production cuts.

The forecast for EMDE growth in 2022 has been
downgraded by 1.2 percentage points, largely on
account of the adverse effects of the war.
Excluding Russia and Ukraine, growth in EMDEs

FIGURE 1.1 Global prospects

The Russian Federation’s invasion of Ukraine has significantly accelerated
the projected slowdown in global growth. Forecasts for most economies
have been downgraded for this year. Headwinds from the war are adding
to large cumulative losses in output since the onset of the pandemic,
particularly for commodity-importing emerging market and developing
economies (EMDEs). Surging commodity prices have contributed to
broadening price pressures, pushing inflation above central bank targets in
the vast majority of inflation-targeting countries. For many EMDEs, adverse
shocks from the pandemic and war have reversed the catch-up of per
capita income with advanced economies.

A. Global growth B. Contributions to global growth
Percent mWorld Percent = Other EMDEs
9 —~Advanced economies 8 China )
EMDE m Russia and Ukraine
6 S 6 m Advanced economies
- *World
3 g ]
2 .
: O
! 0 -
3
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C. Forecast revisions to 2022 growth D. Cumulative output losses, 2020-24
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Sources: Consensus Economics; International Monetary Fund; World Bank.

Note: EMDESs = emerging market and developing economies; FCS = fragile and conflict-affected
situations; LICs = low-income countries. Unless otherwise indicated, aggregate growth rates are
calculated using real U.S. dollar GDP weights at average 2010-19 prices and market exchange rates.
A. Shaded area indicates forecasts.

B. Figure shows the contributions to global growth forecasts in the January 2022 and June 2022
editions of Global Economic Prospects.

C. Forecast revisions are the change in 2022 growth forecasts between January 2022 and June 2022
editions of Global Economic Prospects.

D. Bars show cumulative output losses over 2020-24, which are computed as deviations from trend,
expressed as a share of GDP in 2019. Output is measured in U.S. dollars at 2010-19 prices and
market exchange rates. Trend is assumed to grow at the regression-estimated trend growth rate of
2010-19. EMDE commodity exporters exclude the Russian Federation and Ukraine.

E. Bars show the share of inflation-targeting economies with average inflation during the course of the
year (or month) above the target range. Sample includes 12 advanced economies and 31 EMDEs.

F. Relative per capita income growth is computed as the difference in per capita GDP growth
between each respective EMDE group and the advanced-economy average.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter1-Fig1-1.xlsx
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in 2022 has been revised down by 0.5 percentage
point, as improved prospects in energy exporters
are more than offset by downgrades to most other
EMDE:s. Indeed, forecasts for 2022 growth have
been revised down in nearly 70 percent of
EMDE;s, including most commodity-importing
countries. EMDE growth is anticipated to firm to
an average of 4.3 percent in 2023-24, as the
lingering effects of the war abate.

Global consumer price inflation has climbed
higher around the world and is above central bank
targets in almost all countries which have them
(figure 1.1.E). Inflation is envisioned to remain
elevated for longer and at higher levels than
previously assumed. It is expected to peak around
mid-2022 and then decline only gradually as
global growth moderates, demand shifts further
from goods toward supply chain
bottlenecks abate, and commodity prices edge
down, including for energy. Whereas wage
pressures remain generally contained in EMDEs,
they are likely to persist in several advanced
economies in the near term. Despite new
headwinds to growth, monetary policy across the
world is expected to be further tightened as central
banks seek to contain inflationary pressures.
Pandemic-related fiscal support will also continue
to be withdrawn in advanced economies and

EMDEs.

services,

The abrupt growth slowdown in EMDEs implies
a pronounced deceleration in per capita income
growth, from 5.4 percent in 2021 to 2.3 percent
in 2022. As a result of the damage from the
pandemic and the war in Ukraine, the level of
EMDE per capita income this year will be nearly
5 percent below its pre-pandemic trend. EMDE
catch-up with advanced-economy income levels is
expected to be markedly slower over the next few
years than in the pre-pandemic period, with
progress reversing in EMDEs excluding China
(figure 1.1.F). Higher food prices are likely to
lower real per capita incomes in many EMDEs
reliant on food imports and substantially worsen
global food insecurity and poverty. The lingering
effects of the pandemic, the war, and the surge in
food prices are combining to make the external
environment far more challenging for many
countries, and are expected to lead to a net

increase of 75 million people in extreme poverty
by the end of this year relative to pre-pandemic
projections.

The global outlook is subject to various
interlinked ~ downside  risks.  Intensifying
geopolitical ~ tensions could further disrupt

economic activity, generate policy uncertainty
and, if persistent, lead to fragmentation in global
trade, investment, and financial systems. Supply
disruptions from the pandemic and the war in
Ukraine have led to a spike in commodity prices
comparable to the oil shocks of 1973 and 1979-80
(figure 1.2.A). Additional adverse shocks would
increase the possibility that the global economy
will experience a period of stagflation reminiscent
of the 1970s, with low growth and high inflation
(Special Focus 1).

Central banks may be forced to tighten monetary
policy more rapidly than currently expected to
bring rising price pressures under control.
Historically, EMDE financial crises have been
more likely when U.S. monetary policy pivots
toward a more aggressive tightening stance, as it is
currently doing to rein in elevated inflation (figure
1.2.B). Financial stress could spread across
countries. The production and shipping of food
and fertilizer could be further disrupted, leading to
widespread food shortages, pushing millions of
people into food insecurity and extreme poverty.
The pandemic could worsen due to the
appearance of new, more virulent variants and lead
to the reintroduction of disruptive control
measures. The simultaneous materialization of
several downside risks could result in a much
sharper and more prolonged global slowdown.
Specifically, if faster tightening of U.S. monetary
policy were to cause acute financial stress in
EMDEs, European Union (EU) member
countries were to face a sudden ban on their
energy imports, and China were to experience
renewed pandemic-related lockdowns, global
growth could fall to 2.1 percent and 1.5 percent in
2022 and 2023, respectively (figure 1.2.C).

The more subdued global economic prospects and
the risks clouding the outlook underscore the
major challenges policy makers face at the global
and national levels. Global efforts are urgently
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required to alleviate the mounting human
suffering caused by Russia’s invasion of Ukraine
and  conflict  elsewhere, including forced
displacement, as well as acute food shortages.
Regional cooperation will also be needed to house
refugees and meet their basic needs. Once
hostilities in  Ukraine subside, large-scale
coordinated support will be necessary to accelerate
reconstruction efforts. The war also underscores
the need to enhance global energy security,
including by accelerating the transition toward
low-carbon energy sources. At the same time,
global cooperation is still needed to achieve a
durable end to the COVID-19 pandemic,
particularly in fostering vaccination in the poorest
countries.

Policy interest rates in many economies have been
increasing at a far slower pace than headline
inflation, as central banks have generally
attempted to look through fluctuations driven by
commodity prices. As a result, despite recent
nominal policy hikes, monetary conditions—
including in major economies such as the United
States and the euro area—continue to be
accommodative (figure 1.2.D). The surge in oil
and other commodity prices has created additional
monetary policy challenges, as the ensuing rise in
inflationary pressures heightens the possibility of a
de-anchoring of inflation expectations. Addressing
these new pressures without unduly impairing the
recovery will require clear communication and a

steadfast commitment to credible monetary
frameworks. Maintaining the resilience of
financial ~ institutions  through  effective

macroprudential regulation is also critical.

The ability of EMDE fiscal authorities to provide
support will be severely limited by tighter
financing conditions and higher borrowing costs
amid elevated debt loads and depleted policy
space. Debt was already on an unsustainable path
for many EMDEs prior to the war, and fiscal
sustainability is likely to be eroded further by
weaker growth prospects and higher borrowing
costs. Balancing the need to ensure fiscal
sustainability against that of mitigating the war’s
adverse effects on vulnerable populations may
require reprioritizing existing spending, especially
in commodity importers. Recent  global
developments underscore the urgency for EMDEs

FIGURE 1.2 Global risks and policy challenges

Surging energy and food prices heighten the risk of a prolonged period of
global stagflation reminiscent of the 1970s. Broad-based inflationary
pressures in the United States may precipitate more aggressive monetary
tightening, potentially triggering financial stress in emerging market and
developing economies (EMDEs). Global growth could be substantially
weaker if key downside risks were to materialize. Despite central bank rate
hikes, real rates remain low amid high inflation, suggesting that further
policy tightening may be needed. To address rising food insecurity, EMDE
policy makers can deploy targeted support rather than distortionary price
controls, which are already widespread.
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Sources: Eurostat (database); Federal Reserve Economic Data; FSIN and GNAFC (2022); Guénette
(2020); Haver Analytics; Oxford Economics; World Bank; World Trade Organization (WTO).

Note: EMDESs = emerging market and developing economies; LICs = low-income countries.

A. Figure shows percent change in monthly energy and food price indexes over a 24-month period.
This facilitates a comparison of the April 2020 trough with the most recent data (April 2022). Due to
data limitations, prior to 1979, the energy price change is proxied using the oil price change.

B. Blue bars show the extent of policy rate increases during previous tightening cycles. The value for
2023 is an estimate based on market expectations for the level of the Fed Funds rate in mid-2023.
U.S. core CPI for 2023 shows latest data associated with tightening cycle.

C. Scenario outcomes produced using the Oxford Economics Global Economic Model. Scenarios are
linearly additive.

D. “Real rates” are policy interest rates minus consumer price index inflation. “Latest” refers to the last
available data, which are for April 2022.

E. Data from the Food Security Information Network’s Global Report on Food Crises 2022.

F. Listed price control policies are retrieved from WTO Trade Policy Review publications. Sample
includes 21 low-income countries and 56 other EMDEs.
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TABLE 1.2 Emerging market and developing economies’

Algeria®
Angola*®
Argentina
Armenia
Azerbaijan*
Bahrain*
Belize

Benin

Bhutan
Bolivia*
Botswana
Brazil

Burkina Faso
Burundi

Cabo Verde
Cameroon*
Central African Republic
Chad*

Chile
Colombia*
Comoros
Congo, Dem. Rep.
Congo, Rep.*
Costa Rica
Coéte d'lvoire
Ecuador*
Equatorial Guinea*
Eritrea
Ethiopia

Fiji

Gabon*
Gambia, The
Ghana*
Guatemala
Guinea
Guinea-Bissau
Guyana*®
Honduras
Indonesia*®
Iran, Islamic Rep.*
Irag*
Kazakhstan*
Kenya

Kosovo
Kuwait*

Kyrgyz Republic
Lao PDR

Liberia

Libya*

Madagascar
Malawi

Mali

Mauritania
Mongolia
Mozambique
Myanmar*

Namibia

Nicaragua

Niger

Nigeria*

Oman*

Papua New Guinea
Paraguay

Peru

Qatar®

Russian Federation*
Rwanda

S&o Tomé and Principe
Saudi Arabia*
Senegal
Seychelles

Sierra Leone
Solomon Islands
South Africa

South Sudan*
Sudan

Suriname
Tajikistan
Tanzania
Timor-Leste*

Togo

Uganda

Ukraine

United Arab Emirates™
Uruguay
Uzbekistan

West Bank and Gaza
Zambia

Zimbabwe

Afghanistan
Albania

Antigua and Barbuda
Bahamas, The
Bangladesh
Barbados
Belarus

Bosnia and Herzegovina
Bulgaria
Cambodia

China

Croatia

Djibouti
Dominica
Dominican Republic
Egypt, Arab Rep.
El Salvador
Eswatini

Georgia
Grenada

Haiti

Hungary

India

Jamaica

Jordan

Kiribati

Lebanon
Lesotho
Malaysia
Maldives
Marshall Islands
Mauritius

Mexico
Micronesia, Fed. Sts.
Moldova
Montenegro
Morocco

Nauru

Nepal

North Macedonia
Pakistan

Palau

Panama
Philippines
Poland

Romania

Samoa

Serbia

Sri Lanka

St. Kitts and Nevis
St. Lucia

St. Vincent and the Grenadines

Thailand
Tonga
Tunisia
Turkey
Tuvalu
Vanuatu
Vietnam

* Energy exporters.

1. Emerging market and developing economies (EMDEs) include all those that are not classified as advanced economies and for which a forecast is published for this report. Dependent

territories are excluded. Advanced economies include Australia; Austria; Belgium; Canada; Cyprus; the Czech Republic; Denmark; Estonia; Finland; France; Germany; Greece; Hong Kong

SAR, China; Iceland; Ireland; Israel; Italy; Japan; the Republic of Korea; Latvia; Lithuania; Luxembourg; Malta; the Netherlands; New Zealand; Norway; Portugal; Singapore; the Slovak
Republic; Slovenia; Spain; Sweden; Switzerland; the United Kingdom; and the United States.
2. An economy is defined as commaodity exporter when, on average in 2017-19, either (1) total commodities exports accounted for 30 percent or more of total exports or (2) exports of any

single commodity accounted for 20 percent or more of total exports. Economies for which these thresholds were met as a result of re-exports were excluded. When data were not available,

judgment was used. This taxonomy results in the classification of some well-diversified economies as importers, even if they are exporters of certain commodities (for example, Mexico).

3. Commodity importers are EMDEs not classified as commodity exporters.
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Global inflation has risen sharply from its lows in mid-2020, on rebounding global demand, supply bottlenecks,
and soaring food and energy prices, especially since the Russian Federation’s invasion of Ukraine. Markets expect
inflation to peak in mid-2022 and then decline, but to remain elevated even after these shocks subside and
monetary policies are tightened further. Global growth has been moving in the opposite direction: it has declined
sharply since the beginning of the year and, for the remainder of this decade, is expected to remain below the
average of the 2010s. In light of these developments, the risk of stagflation—a combination of high inflation
and sluggish growth—has risen. The recovery from the stagflation of the 1970s required steep increases in
interest rates by major advanced-economy central banks ro quell inflation, which triggered a global recession
and a string of financial crises in emerging market and developing economies (EMDEs). If current
stagflationary pressures intensify, EMDEs would likely face severe challenges again because of their less well-
anchored inflation expectations, elevated financial vulnerabilities, and weakening growth fundamentals. This
makes it urgent for EMDEs to shore up their fiscal and external buffers, strengthen their monetary policy

[frameworks, and implement reforms to reinvigorate growth.

Introduction

The global economy is in the midst of a sharp
growth slowdown following the extraordinarily
strong rebound last year. This slowdown coincides
with a steep runup in global inflation to multi-
decade highs. Looking ahead, growth over the
next decade is expected to be considerably weaker
than over the past two decades. Although global
inflation is for now projected to return close to its
2019 average by 2024, there is a growing risk that
it may remain elevated as global supply
disruptions persist and some structural drivers that
depressed inflation over the past three decades
dissipate.

These developments raise concerns about
stagflation—a period of both weak growth and
elevated inflation similar to what happened during
the 1970s. The experience of the 1970s is a
reminder of the damage this could cause to the
global economy and, especially, to emerging
market and developing economies (EMDEs).! The

stagflation of the 1970s ended with a global

Note: This Special Focus was prepared by Jongrim Ha, M. Ayhan
Kose, and Franziska Ohnsorge.

1'While there is no precise definition of stagflation, the term has
been used to refer to a combination of high inflation and low growth
(or high unemployment). Some researchers have focused on output
growth and considered stagflation as a “combination of low or
negative output growth, and inflation that is high by historical
standards” (Barsky and Killian 2002). Others have focused on
unemployment, and defined stagflation as “combinations of either
increasing or persistently high levels of unemployment and inflation,”
even defining an “economic misery index” as the sum of the
unemployment rate and inflation (Bruno and Sachs 1979, Welsch
2007).

recession and a series of financial crises in

EMDEs.

There has been considerable debate about current
stagflation risks. Some researchers have warned
that the recent surge in inflation around the world
could mark a permanent ratcheting up of price
pressures after two decades of low and stable
inflation.? Some have also noted parallels between
the current episode and the stagflation of the
1970s, including similarly negative real interest
rates in both periods and the possibility of a wage-
price spiral set off by rapid wage growth
(Blanchard 2022; Summers 2022).> However,
others have pointed to material differences from
the 1970s, especially in the conduct of monetary
policy, which may help prevent another bout of
stagflation: the inflation-fighting  credentials
accumulated since the 1980s and recent evidence
of broadly stable long-term inflation expectations
(DeLong 2022, Reifschneider and Wilcox 2022).4

Thus far, markets expect that inflation in the near
future will decline, albeit remaining elevated, as

2For these arguments, see Borio et al (2022); Eo, Uzeda, and
Wong (2022); Forbes, Gagnon, and Collins (2021); and Ha, Kose,
and Ohnsorge (2022).

> Gagnon (2022) cautions that the relationship between
unemployment and inflation (the Phillips curve) is highly nonlinear
and, as a result, current expectations of declining inflation with
limited increases in unemployment may prove too optimistic. Rogoff
(2021) discusses the role of politically motivated spending in driving
inflation by drawing parallels between mounting fiscal pressures in
the 1970s and the current growth in public pension obligations.

4Wilcox (2022) cautions against interpreting the 1970s as a
lesson that only forceful policy tightening can lower inflation;
instead, he argues, the lesson is that an excessive policy tightening in
response to supply shocks, to compensate for previous excessive
loosening, will cause a recession.
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global growth cools, monetary policy gets tighter,
fiscal support is withdrawn, energy and food prices
level off, and supply bottlenecks ease. Moreover,
most commentators argue that monetary policy
has the tools to return inflation to target rates over
time. However, if inflation expectations de-
anchor, as they did in the 1970s, as a result of
persistently  elevated inflation and  repeated
inflationary shocks, the interest rate increases
required to bring inflation back to target will be
greater than those currently anticipated by
financial markets. This raises the specter of the
steep increases in interest rates that brought
inflation under control but also triggered a global
recession in 1982 (Goodfriend 2007). That global
recession also coincided with a string of financial
crises and marked the beginning of a protracted
period of weak growth in many EMDEs.

Against this background of highly uncertain global
economic  prospects and complex  policy
challenges, this Special Focus addresses three
questions:

e How have inflation and growth evolved over
time?

e How does the current period compare with
the stagflation of the 1970s?

e What challenges do stagflationary risks now
pose for EMDEs?

The Focus makes several contributions to the
literature. First, it provides the first systematic
comparison of the current juncture with the
stagflationary period of the 1970s. The previous
literature has mostly focused on a comparison of
high inflation during that period with today’s
inflationary challenges and studied the role of
monetary policy and commodity price shocks in
driving inflation in the two periods. This study
considers the stagflation of the 1970s and
examines the role of fiscal policy and broader
structural differences in explaining weak output
growth and high inflation. Second, in contrast to
much of the earlier work, which has focused on
the United States, this study presents a global
perspective by examining the evidence of
stagflation, and the challenges posed by it, for a

broad set of countries.> The threat of stagflation is
global since the current combination of high
inflation and weak growth is highly synchronized
across many countries. Third, this Focus explicitly
links the EMDE debt buildup of the 1970s that
culminated in the debt crises of the 1980s to the
stagflation of that era and its eventual resolution in
advanced economies. The 1970s witnessed the
first global debt wave fueled by a prolonged period
of accommodative monetary policies in major
advanced economies. Since 2010, the global
economy has been experiencing the largest, fastest,
and most synchronized debt wave of the past five
decades amid a protracted period of monetary
policy accommodation. The study considers the
lessons of the debt accumulation of the 1970s for
the current debt wave.

Evolution of inflation

Inflation in the 1960s and 1970s. Global
consumer price inflation rose steadily in the
1970s, starting from a range of 1.7-4.4 percent a
year through the 1960s and early 1970s (figure
SF1.1.A). In 1973, inflation surged to 10.3
percent, when the first oil price shock struck.
Inflation then rose steeply through the remainder
of the 1970s and stayed elevated until the global
recession of 1982. As a result, global inflation
during 1973-83 averaged 11.3 percent a year,
more than three times as high as the average of 3.6
percent a year during 1962-72. The inflation
pickup over the course of the 1970s was
accompanied by a double-digit depreciation of the
U.S. dollar (in nominal effective terms).

During this period, however, there were marked
differences across countries. While inflation
subsided sharply in Germany, Japan, and
Switzerland around the global recession of 1975, it
dipped only briefly in the United States, France,

SBruno and Sachs (1985) emphasize the importance of
commodity price shocks (sharp increases in the prices of oil and food)
as the main driver of inflation in the 1970s. Blinder (1979) and
Blinder and Kilian (2009) attribute the U.S. stagflation in the 1970s
mostly to supply shocks. Barsky and Kilian (2002 and 2004) find a
prominent role for the monetary policy response to supply shocks.
DeLong (1997) also notes these factors but also political pressure on
the U.S. Federal Reserve.
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and Spain, and remained high in the Nordics and
Canada. Synchronous policy tightening around
the world, including in the United States,
contributed to the global recession of 1982, with
global inflation waning to 5.4 percent per year, on
average, in the remainder of the 1980s.

Inflation between the 1970s and the pandemic.
Prior to the pandemic, many studies focused on
the remarkable decline in inflation over the past
five decades. Global inflation fell from a peak of
16.9 percent in 1974 to 2.3 percent in 2019
(figure SF1.1.A). This trend decline was broad-
based, covering both advanced economies and
EMDEs. Between 1974 and 2019, inflation in
advanced economies declined from 15.3 percent
in 1974 to 1.3 percent in 2019, while in EMDE:s,
it declined from 17.5 percent to 2.6 percent.
These declines were driven by a sharper focus by
monetary authorities on price stability as the
primary objective of monetary policy and also by
rapid globalization and the liberalization of
product, labor, and financial markets (Ha,
Ivanova, et al. 2019). In fact, inflation declined so
much over the 1990s and 2000s, the period
sometimes dubbed “The Great Moderation,” that
deflation had become a major concern in some
advanced economies by the early 2000s. In 2019,
before the COVID-19 pandemic struck, inflation
was below target ranges in almost all inflation-
targeting advanced economies. In about half of
inflation-targeting  EMDEs, inflation remained
within target ranges in every year of the period
2012-2019.

Inflation since the outbreak of the pandemic.
Since early 2020, global inflation has been highly
volatile (figure SF1.1.B). In the early stages of the
pandemic, between January and April 2020,
global inflation declined by about 1 percentage
point amid a collapse in demand and plunging oil
prices. In May 2020, however, global inflation
started to pick up with a rebound in oil and food
prices and a recovery of activity following the
easing of the lockdowns that had been introduced
during the first wave of the pandemic. The surge
in commodity prices resulting from Russia’s
invasion of Ukraine and supply disruptions due to
renewed pandemic outbreaks and movement
restrictions in China have further pushed up food

FIGURE SF1.1 Inflation

From its peak in the mid-1970s, global inflation has declined sharply.
However, inflation has surged in 2021-22 as a result of the rebound in
global demand from the pandemic and soaring commodity prices,
especially since Russia’s invasion of Ukraine. While inflation rose most in
EMDEs in Europe and Central Asia, rising food and energy prices have
also sharply increased inflation in Sub-Saharan Africa. Short-term inflation
expectations have risen, especially since the start of the war, but medium-
term expectations have remained broadly stable.
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Sources: Consensus Economics; Haver Analytics; International Monetary Fund; World Bank.

Note: CPI = consumer price index. EMDEs = emerging market and developing economies.

A. Based on a sample of 155 countries (30 advanced economies and 125 EMDEs). The values show
year-on-year headline CPl inflation. Last observation is 2021.

B.E. Year-on-year inflation. Lines show group median inflation for 81 countries, of which 31 are
advanced economies and 50 are EMDEs. Low-income country (LIC) inflation is based on 8 LICs. Last
observation is April 2022.

C. Median headline CPl inflation (annual averages) in 12 sectors across 147 countries. Sectors are
categorized following the International Financial Statistics. “Food” indicates food, beverages, tobacco,
and narcotics sectors. “Furnishing” indicates furnishings, household equipment, and routine
household maintenance sectors. “Housing” indicates housing, water, electricity, gas, and other fuels.
“Other goods and services” include clothing, health, communication, recreation, education,
restaurants, and miscellaneous sectors. 2022 is based on average inflation between January and
April 2022.

D. Bars show the share of inflation-targeting economies (in percent) with average inflation during the
course of the year (or month) above the target range.

E. EAP = East Asia and Pacific, ECA = Europe and Central Asia, LAC = Latin America and the
Caribbean, SAR = South Asia, SSA = Sub-Saharan Africa. “Pre-pandemic” level is based on average
inflation in 2019.

F. Figure shows forecasts from Consensus Economics for median headline CPI inflation for 2022-23
based on February 2022 and May 2022 surveys of 32 advanced economies and 50 EMDEs.
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and energy prices, and inflation more broadly

(figure SF1.1.C).

The most recent data, for April 2022, show
inflation at multiyear highs: globally, at 7.8
percent, its highest level since 2008. Inflation in
advanced economies is now at its highest level
since 1982, up from near-zero during April-
December 2020; inflation in EMDEs is at 9.4
percent, its highest level since 2008, up from a
multidecade low in May 2020. As of April this
year, inflation was above target in all advanced
economies and almost 90 percent of inflation-
targeting EMDEs (figure SF1.1.D). Among
EMDE regions, the increase in inflation this year
has been most pronounced in Europe and Central
Asia (ECA) as a result of rebounding demand in
advanced-economy Europe, disruptions driven by
Russia’s invasion of Ukraine, and the commodity
price surge. In contrast, in East Asia and the
Pacific (EAP), where recurring lockdowns have
been implemented, inflation has also risen but has
remained within most central banks’ target ranges

(figure SF1.1.E).

Drivers of recent inflation developments. To
disentangle the quantitative importance of
different forces driving global inflation, a factor-
augmented VAR (FAVAR) model (annex SF1.1).
The model is applied to three global variables—
inflation, output growth, and oil price growth—
all expressed as month-on-month growth rates.®
The exercise is repeated for advanced economies
and EMDEs separately, and for headline CPI
inflation, core CPI inflation, and PPI inflation.
The PPI tends to have larger tradables content
than the headline CPI, whereas the core CPI tends
to have smaller tradables content than the headline
CPI (figure SF1.2.A; Ha, Kose, and Ohnsorge
2019b). The estimation results document how
drivers of inflation have shifted since January 2020
and disturbances associated with demand, supply,

6 Global inflation and output growth are proxied by the common
global factors estimated using a dynamic factor model of cross-
country inflation and industrial production growth, respectively
(annex SF1.1). The dynamic factor model includes monthly data for
31 advanced economies and 52 EMDE:s for January 2001 to March
2022. The global oil price is based on the average of Dubai, West
Texas Intermediate, and Brent oil prices, as reported in the World
Bank’s Pink Sheet of commodity prices.

and oil prices have affected different inflation
measures. While demand shocks were the
dominant force in pushing inflation down in the
first half of 2020, oil price shocks and supply
shocks have become more influential in pushing
inflation up since early 2021, especially for core
inflation and CPI in advanced economies.

*  January-May 2020. Four-fifths of the decline
in global inflation over this period reflected
the collapse in global demand as both
consumption and investment collapsed amid
lockdowns and uncertainty about policies and
growth prospects (figure SF1.2.B). Another
one-fifth reflected the plunge in oil prices. For
both advanced economies and EMDEs,
disinflationary effects from collapsing demand
and oil prices were partly offset by the
inflationary effect of supply disruptions such
as disruptions to firm operations and global
shipping caused by pandemic restrictions to
domestic economic activity and international

travel (figures SF1.2.C and SF1.2.D).

e May 2020-Mar 2022. The collapses in
demand and oil prices as well as supply
disruptions began to unwind from May 2020
as consumers, firms, and investors began to
adjust their behavior and operations. From
May, as international trade and global
manufacturing activity rebounded, easing
supply bottlenecks began to lower inflation
but sharp rebounds in demand and oil prices
put upward pressure on inflation as
consumption shifted from in-person to online
transactions. Since mid-2021, when inflation
accelerated and became more broad-based, the
global growth rebound, rising oil prices and
supply shocks—including shipping bottle-
necks, non-oil commodity price pressures and,
in some countries, wage pressures—have all
contributed to rising inflation. Since Russia’s
inflation of Ukraine, oil price surges have
further driven up inflation.

o Alternative inflation measures. The main
drivers of inflation have been similar across
different inflation measures. However, the
measures differ in the relative roles of different
types of shocks, reflecting their differing
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FIGURE SF1.3 Growth

The pre-pandemic decade was marked by slowing growth, especially in
EMDEs. This partly reflected a decline in potential growth that cut across
all EMDE regions. Prospects are for a further decline in potential growth
over the 2020s. This has also been reflected in consensus forecasters’
downgrades of long-term growth prospects.
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A. 2022-24 growth rates are based on forecasts. GDP-weighted averages (at 2010-19 average prices
and exchange rates).

B.C. GDP-weighted average (at 2010 prices and exchange rates) for 82 countries, including 52
EMDEs. Potential growth estimates based on a production function approach as described in Kilic
Celik, Kose, and Ohnsorge (2020) and World Bank (2021b). 2020s forecasts in red bars assume that
investment grows as expected by consensus forecasts, working-age population and life expectancy
evolve as envisaged by the UN Population Projections, and secondary and tertiary school enroliment
and completion rates decline by 2.5 percentage points.

C. EAP = East Asia and Pacific, ECA = Europe and Central Asia, LAC = Latin America and the
Caribbean, SAR = South Asia, SSA = Sub-Saharan Africa.

D. Results from the latest Consensus Economics surveys in each year are presented. Sample
includes 84 countries (33 advanced economies and 51 EMDESs). The horizontal axis shows the years
when Consensus Economics forecasts are surveyed.

1960s, the 1970s were a period of sharply slowing
global growth. The decade was marked by a global
recession in 1975 and two recessions in the
United States (1969-70, 1973-75) with a third
U.S. recession (1980) ushering in the subsequent
decade. Overall, global growth in the 1970s
averaged 4.1 percent per year, well below the 5.5
and 5.1 percent, respectively, of the 1960s and
1950s. The global supply shocks that drove up
inflation, like the two oil price shocks of the
1970s, also drove down growth.

Growth in the pre-pandemic decade. On the eve
of the pandemic, in 2019, global growth reached a

decade low of 2.6 percent, about 1 percentage
point below the 3.4 percent in 2011 (figure
SF1.3.A). At 3 percent a year on average over the
decade, growth in the 2010s was considerably
below average growth of 3.4 percent per year in
the preceding decade. The pre-pandemic decade
was beset by crises and other adverse shocks that
buffeted a wide range of countries and contributed
to weaker output and trade growth (Kose and
Ohnsorge 2020; World Bank 2021a). A rebound
from the 2007-09 global financial crisis was
followed by the euro area crisis in 2010-12;
financial market jitters in 2013 (the “taper
tantrum”) highlighted financial stability risks in
some major EMDEs; a steep commodity price
slide during 2011-16 undercut the main drivers of
growth in a wide swath of EMDEs; a policy-
guided in China towards more
sustainable growth rates eroded export demand for
many EMDEs; a prolonged period of sluggish
global trade and FDI flows dampened activity;
and trade tensions between major economies
starting in 2017 increased policy uncertainty and
weakened confidence.

slowdown

Growth prospects: Near-term. After its pandemic
-related  collapse in 2020, global growth
rebounded to 5.7 percent in 2021, supported by
unprecedented fiscal and monetary  policy
accommodation. It is now expected to slow to 2.9
percent in 2022 and 3.0 percent in 2023 because
of the war in Ukraine, the fading of pent-up
demand, and the withdrawal of policy support
amid high inflation (chapter 1). Global growth is
expected to remain at 3.0 percent in 2024 as
output in advanced economies returns to its pre-
pandemic trend. The recovery will lag in EMDE:s,
however, where output will remain about 5
percent below pre-pandemic trends even in 2024.
These  projections  represent  significant
downgrades from forecasts six months ago. They
are also subject to substantial uncertainty, with
risks clearly tilted to the downside (see the risks
section of chapter 1).

Growth prospects: Longer-term. Beyond the
near-term, global growth is expected to slow
further the 2020s, reflecting a trend
weakening of the fundamental drivers of growth
(Dieppe 2021; Kose and Ohnsorge 2020; World

over
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EAST ASIA and

PACIFIC

Growth in the East Asia and Pacific (EAP) region is projected to decelerate to 4.4 percent in 2022 as slower
growth in China more than offsets a rebound in the rest of the region. The region has so far been affected less
than the rest of the world by the spillovers from the Russian Federation’s invasion of Ukraine, in terms of both
output and inflation; however, the war’s effects on commodity prices and global demand are expected to
dampen the recovery, especially in commodity-importing economies. Downside risks to the outlook include a
lingering pandemic and resulting mobility restrictions, financial stress triggered by tightening global financial
conditions, larger-than-expected spillovers from the war, and disruptions from natural disasters.

Recent developments

After rebounding to 7.2 percent in 2021, growth
in the East Asia and Pacific (EAP) region has
decelerated rapidly with a slowdown in China
(table 2.1.1). In China, after a much stronger
recovery from the initial phase of the pandemic
than in the rest of the world, growth lost
momentum amid recurrent COVID-19 outbreaks
that were met with strict mobility restrictions
(figure 2.1.1.A). To mitigate the impact of the
pandemic on growth, China has relaxed some
property and financial regulations and eased fiscal
and  monetary policies (figure  2.1.1.B).
Infrastructure investment has rebounded and the
pace of contraction in the real estate investment
moderated at the start of the year, but it has
deepened again as a result of pandemic-related
restrictions (figure 2.1.1.C). The government has
drafted a financial stability law to deal with
systemic risks. It also committed to setting up a
fund to assist troubled financial companies,
including in the real estate sector, which remains
under stress owing to squeezed margins and falling
profits (figure 2.1.1.D).

In the rest of the region, growth reached 2.6
percent in 2021, about half its previous decade
average trend rate. Weak rebound reflected the

Note: This section was prepared by Ekaterine Vashakmadze.

modest scale of fiscal and monetary policy
support, slow progress with vaccinations, and
significant disruptions from COVID-19 outbreaks
(figure 2.1.2.A). The recovery has been uneven
across the region, leaving output in almost two-
thirds of economies below pre-pandemic levels.
Growth has generally firmed this year, supported
by higher commodity export prices in Indonesia
and Malaysia, by a rebound of private
consumption and investment in the Philippines,
and by an incipient recovery of tourism in
Thailand (figure 2.1.2.B). COVID-19 outbreaks
and delayed broader reopenings have impeded the
recovery in some tourism-dependent Pacific Island
economies. Activity has also been disrupted by
natural disasters, including the volcanic eruption
in Tonga in January. Myanmar’s economy appears
to be stabilizing after a steep 18 percent
contraction in fiscal year 2021. The near-term
outlook remains fragile owing to sharply higher
input prices, recurring electricity outages,
escalating conflict, and the recent introduction of
trade and foreign exchange restrictions.

Direct effects of the war on the EAP region have
been limited because of modest trade and financial
linkages with Russia and Ukraine. Consumer price
inflation in the region has been contained until
recently thanks to subdued prices for rice (due to
record-high inventories) and pork (following the
abatement of the African swine fever epidemic in
China). The region, however, is now being

affected by higher global commodity prices which
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FIGURE 2.1.1 China: Recent developments

China, which experienced a much stronger recovery from the initial stages
of the COVID-19 pandemic than the rest of the world, has been
experiencing slowing momentum due to recurrent COVID-19 flare-ups. The
government has eased fiscal policy to mitigate the impact of outbreaks.
Infrastructure investment has rebounded and the contraction in real estate
investment moderated at the start of the year, but it has deepened again
because of pandemic related restrictions. The real estate sector remains in
financial distress.
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are contributing to inflation. Trade flows across
the region have moderated because of disrupted
supply chains and international trade resulting
partly from the war but also from the lockdowns
in parts of China (figure 2.1.2.C). Some countries
with relatively high dependence on food and fuel
imports, such as Mongolia, Thailand, and some
Pacific ~ Island  economies,  have
experienced rapid increases in consumer price
inflation (figure 2.1.2.D). Higher food and fuel
prices are also increasing the budgetary costs of

recently

government subsidies and price controls, limiting
scope for further policy support amid depleted
fiscal buffers (World Bank 2022a).

Several central banks in the region have kept their
nominal policy rates unchanged amid relatively
high real interest rates, low core inflation, and
significant economic slack. Meanwhile, external
financing conditions have tightened, and risk
premiums have edged up following faster-than-
expected monetary policy tightening in the United
States and the war-related volatility in global
financial markets. Net debt and equity flows to
the region have turned negative since late-
February, with pronounced outflows from China.
Some of the region’s major currencies have
weakened against the U.S. dollar despite sustained
current account surpluses and still-large real
interest rate differentials (China, Malaysia).

Outlook

Growth in the region is projected to decelerate to
4.4 percent in 2022, with slowing activity in
China more than offsetting a rebound in the rest
of the region where the relaxation of pandemic-
related restrictions boosts domestic demand
(figure 2.1.3.A). Regional growth is projected to
stabilize at an average of 5.2 percent in 2023-24,
slightly above the estimated post-pandemic
potential growth rate. Regional growth projection
for 2022 is 0.7 percentage point below January
forecast. Median annual headline consumer
inflation in the region is expected to surpass 3
percent in 2022 (above previous expectations),
with inflation now envisioned to overshoot the
upper bound of inflation targets in several
economies (Mongolia, the Philippines, Thailand).

In China, fiscal and monetary policy support for
domestic demand and an easing of restrictions on
the real estate sector are expected to partly offset
the slowdown caused by COVID-19 resurgence
and continued stress in the real estate sector
(figure 2.1.3.B). Growth is projected to slow to
4.3 percent in 2022—0.8 percentage point below
January forecast. The downgrade reflects the
impact of costly lockdowns in parts of China,
weaker-than-expected global trade, and weak
business and consumer confidence. The outlook is
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subject to significant downside risks related to
repeated COVID-19 outbreaks and renewed stress
in the real estate sector (chapter 1). Growth is
projected to rebound in the second half of this
year and stabilize at 5.2 percent on average in
2023-24, led by private consumption.

In the rest of the region, growth is projected to
pick up to 4.8 percent in 2022 as domestic
demand recovers, and to 5.4 percent a year on
average in 2023-24, assuming that the economic
impact of Russia’s invasion of Ukraine gradually
fades. Projected growth in 2022 is 0.2 percentage
point below previous forecasts, reflecting
significant downgrades for commodity-importing
economies. For commodity importers excluding
China, the growth forecast for 2022 has been
downgraded by 0.3 percentage point, the largest
downward revisions being for Thailand and several
Pacific Island economies (table 2.1.2). These
reflect spillovers from the war via higher
commodity prices, weaker international trade, and
tighter financing conditions. Domestic demand is
expected to be dampened by higher inflation and
tighter monetary policy than envisaged in previous
forecasts. In many tourism-dependent economies
output is not expected to recover to pre-pandemic
levels until after 2023 (Fiji, Palau).

Commodity-exporting economies are expected to
outperform commodity importers because of
improved terms of trade. Buoyant fiscal revenue
amid higher commodity prices will allow
Indonesia—the largest commodity exporting
economy in the region—to adhere to the
moderate fiscal tightening envisaged in its
medium-term fiscal plan. More generally, fiscal
policies in the region excluding China are
expected to tighten even if recovery is incomplete.
This will help to stabilize government debt, which
has grown by more than 10 percentage points of
GDP on average since 2019. Output in all
countries is projected to remain below pre-
pandemic trends until at least 2023, with the
shortfall in about half of economies forecast
exceeding 10 percent next year (figure 2.1.3.C).

The pandemic has caused major economic
disruptions, including to human capital
accumulation. Global uncertainties related to
Russia’s invasion of Ukraine will further depress

FIGURE 2.1.2 EAP excluding China: Recent
developments

The region excluding China has experienced a weak recovery from the
pandemic; however, growth has firmed this year. The war in Ukraine is
affecting the region mainly through its impact on global trade and
commodity prices. Higher food and fuel prices have already pushed
inflation above central bank targets, notably in Mongolia and Thailand.
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investment. Weaker human and physical capital
accumulation will weigh on medium- and long-
term growth prospects for the region and
accelerate the ongoing Potential
output in EAP is now projected to expand 4.6
percent a year over 2022-30—down from 6.5
percent in the decade preceding the pandemic
(2011-19; figure 2.1.3.D). The most severe and
long-lasting effects from the pandemic on growth
are in countries that have suffered most from the
COVID-19 outbreaks and the collapse of global
tourism and trade amid the disruptions from
natural disasters, domestic policy uncertainty, and
the terms-of-trade shock (World Bank,
forthcoming).

slowdown.
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FIGURE 2.1.3 EAP: Outlook

Growth in the region is projected to decelerate to 4.4 percent in 2022 as
slowing growth in China more than offsets a rebound elsewhere. In China,
fiscal support and other policy measures are expected to partly mitigate
the slowdown in 2022. Weaker human and physical capital accumulation
will weigh on medium- and long-term growth prospects for the region.
Output is projected to remain below pre-pandemic trends in all countries,
with gaps still exceeding 10 percent in about half of the economies in
2023.
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Sources: Haver Analytics; World Bank.

Note: EAP = East Asia and Pacific; EMDEs = emerging market and developing economies; Commod-
ity exporters include Fiji, Indonesia, Lao PDR, Mongolia, Myanmar, Papua New Guinea, Solomon
Islands, and Timor-Leste. Commodity importers include Cambodia, China, Kiribati, Malaysia, Marshall
Islands, Micronesia, Nauru, Palau, the Philippines, Samoa, Thailand, Tonga, Tuvalu, Vanuatu, and
Vietnam. The International Organization for Standardization (ISO) three-digit alphabetic codes are
used for the abbreviations of each economy (https://www.iso.org). Data in shaded areas indicate
forecasts.

A. Year-on-year change of real GDP in 2010-19 average prices. Aggregate growth rates are calculat-
ed using average 2010-19 GDP weights and market exchange rates.

B. Figure shows year-on-year real GDP growth and expenditure contributions. Last observation is
2021. Data in shaded areas are forecasts.

C. Figure shows percent deviation between the levels of January 2020 and January 2022 baseline
World Bank projections for 2020 to 2022. For 2023, the January 2020 baseline is extended using
projected growth for 2022. Growth rates are calculated using GDP weights at average 2010-19 prices
and market exchange rates.

D. Annual GDP-weighted averages for respective periods. Potential growth estimates based on pro-
duction function approach. EAP sample includes six economies, including China, Indonesia, Malaysia,
Mongolia, the Philippines, and Thailand. Dashed lines refer to 2000-19 period averages for respective
aggregation.

Risks

Downside risks to the baseline growth forecast for
the region predominate and include a lingering
pandemic and resulting mobility restrictions,
larger-than-expected ~ spillovers from  Russia’s
invasion of Ukraine, and financial stress triggered
by global financial tightening. Small island
countries remain particularly vulnerable to risks of

natural disasters and weather-related events, losing
on average about 1 percent of GDP a year to
damage caused by natural disasters (Scandurra et
al. 2018).

A resurgence in COVID-19 in China and other
large economies is a notable downside risk to the
outlook. The impact of pandemic resurgence and
associated restrictions could reduce China’s
growth relative to baseline by 0.5 percentage point
in 2022 and 0.3 percentage point in 2023 (chapter
1). The lingering pandemic and associated
impediments to activity at critical infrastructure
facilities like ports could further disrupt
production and supply chains. This would
prolong shortages of vital inputs like semi-
conductors, dampen investor and consumer
confidence, and lower investment and growth
outlooks.

There are also uncertainties about the size,
composition, and effectiveness of policy stimulus
in China where increased investment in the stock
of public infrastructure faces diminishing returns.
The pandemic has also led to persistently lower
consumption, with the recovery up to mid-2021
heavily based on investment in industry, real
estate, and infrastructure (World Bank 2021a).
The return to investment-led support risks
exacerbating economic and financial imbalances
and could delay progress toward the government’s
objective of rebalancing growth away from exports
and investment in favor of consumption.

Easing of regulatory policies could exacerbate risks
in the real estate sector and fail to restore private
investor confidence. Potential financial stress
among property developers could spill over to
upstream sectors and weigh on investment,
employment, and consumption. Continued heavy
reliance  on  highly leveraged state-owned
enterprises to maintain economic growth may
exacerbate distortions in credit allocation, hamper
productivity growth, and accelerate the ongoing
slowdown in China’s potential output growth.

A prolonged war in Ukraine and intensifying
geopolitical uncertainty could further reduce
global confidence and lead to a sharper-than-
projected slowdown in the region’s export growth
due to weaker global demand, further increases in
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shipping costs, and distorted trade flows. The
shortages of essential commodities and inputs
could disrupt production and dampen the
recovery, especially in EAP countries with high
dependance on food and fuel imports (Cambodia,
Mongolia, the Philippines, Thailand, and many
Pacific Island economies) (figures 2.1.4.A and
2.1.4.B). Further commodity price surges and
higher-than-expected inflation could increase the
risk of inflation expectations becoming de-
anchored, particularly if countries, especially
commodity exporters, engage in pro-cyclical fiscal
policies (Ha et al., 2022; World Bank 2021b).
Persistent price pressures from significantly higher
food and fuel prices and sustained supply chain
disruptions, could prompt substantially more
monetary tightening than currently expected.
Additional increases in food prices could also lead
to food insecurity in several small Pacific Island
economies and food shortages for the large
vulnerable segments of populous EAP countries.

An unexpected tightening in major financial
markets would lead to capital outflows from EAP.
This would put pressure on regional currencies,
thereby adding to inflation. This risk is particularly
acute for countries that rely on short-term capital
inflows (Mongolia, Thailand). The broad-based
surge in debt across sectors and countries during
the pandemic is an important source of
vulnerability (figure 2.1.4.C; Kose, Ohnsorge, and
Sugawara 2021). The ratio of public and publicly
guaranteed debt to GDP has almost doubled in
Fiji since end-2019 and has surpassed 80 percent
in Fiji, the Lao People’s Democratic Republic, and
Mongolia, and 60 percent in Malaysia. The
combination of high debt, rising interest rates, and
weak economic risks magnifying
damage from financial stress. The impact is likely
to be concentrated in countries with elevated
external debt levels (Lao PDR, Malaysia,
Mongolia, Papua New Guinea), large external
financing needs (Cambodia, Fiji, Malaysia,
Mongolia, Timor-Leste; figure 2.1.4.D), deeper
and more internationally integrated financial
markets, and commodity-importing countries
where higher commodity prices will significantly
worsen current account deficits (many Pacific

recoveries

Island economies).

FIGURE 2.1.4 EAP: Risks

Cambodia and Thailand, among the larger economies, and Fiji, Palau, and
Samoa, among the smaller ones, are most dependent on fuel imports.
Small island countries are vulnerable to food insecurity. Risk of debt
distress is an important vulnerability. The risk of financial stress is
concentrated in countries with elevated external debt and high external
financing needs.
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Sources: International Monetary Fund; Institute of International Finance; UN Comtrade; World Bank.
Note: EMDEs = emerging market and developing economies. The International Organization for
Standardization (ISO) three-digit alphabetic codes are used for the abbreviations of each economy
(https://www.iso.org).

A.B. Simple average of net exports from 2010 to 2020.

C. Chart shows an estimated stock of domestic and external debt. Domestic debt stock data are
based on World Development Indicators data. Last observation is end-2020. External debt stock data
for Cambodia, China, Fiji, Indonesia, Malaysia, Mongolia, Papua New Guinea, the Philippines, Solo-
mon Islands, Tonga, and Thailand are calculated based on Quarterly External Debt Statistics
(QEDS). Last observation is 2021Q4. External debt stock data for Lao PDR, Myanmar, Samoa,
Timor-Leste, Vanuatu, and Vietnam are based on World Development Indicators (WDI) data. Last
observation is end-2020. Revised GDP methodology is used for measuring Vietnam’s debt-to-GDP
ratio. Domestic debt includes foreign holdings of government bonds, estimated at 4.9 percent of GDP
in China, 19.1 percent in Indonesia, 25.9 percent in Malaysia, and 13.4 percent in Thailand.

D. Figure shows the difference between debt obligations and current account balance for 2022. Debt
obligations include: (1) the sum of principal repayments and interest (in currency, goods, or services)
on long-term, and short-term debt, and repayments (repurchases and charges) to the IMF in corre-
sponding year; (2) Short-term external debt stocks in corresponding year. External debt in 2022 is an
estimate. Positive dark blue bars denote current account deficit.
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TABLE 2.1.1 East Asia and Pacific forecast summary Percentage point
differences from January
(Real GDP growth at market prices in percent, unless indicated otherwise) 2022 projections
EMDE EAP, GDP 5.8 1.2 7.2 4.4 5.2 5.2 -0.7 0.0
GDP per capita (U.S. dollars) 5.2 0.6 6.6 3.9 4.7 4.7 -0.7 0.0
(Average including countries that report expenditure components in national accounts)?
EMDE EAP, GDP 2 5.8 1.2 7.4 4.4 5.2 5.1 -0.7 0.0
PPP GDP 5.7 0.8 7.0 45 5.2 5.1 -0.6 0.0
Private consumption 6.1 -2.1 10.0 3.9 6.2 6.2 -2.1 0.0
Public consumption 71 3.5 4.4 6.5 3.1 3.4 0.4 -2.8
Fixed investment 4.5 3.0 2.8 4.4 5.3 5.0 -0.1 1.0
Exports, GNFS 3 3.1 -1.2 15.1 4.6 4.9 4.7 -0.3 0.2
Imports, GNFS3 0.3 -3.7 10.4 5.8 6.0 6.0 -0.2 0.1
Net exports, contribution to growth 0.7 0.6 1.3 -0.1 -0.1 -0.1 0.0 0.0
Memo items: GDP
China 6.0 2.2 8.1 4.3 5.2 5.1 -0.8 -0.1
East Asia excluding China 4.8 -3.7 2.6 4.8 5.4 5.4 -0.2 0.4
Indonesia 5.0 -2.1 3.7 5.1 5.3 5.3 -0.1 0.2
Thailand 2.2 -6.2 1.6 2.9 4.3 3.9 -1.0 0.0
Commodity exporters 5.1 -1.8 2.0 4.8 5.9 6.0 -0.1 1.1
Commodity importers excl. China 4.6 -5.4 3.1 4.8 5.1 4.9 -0.3 0.0
Pacific Island Economies* 4.4 -5.3 -0.2 3.7 3.6 3.1 -0.7 -0.1

Source: World Bank.

Note: e = estimate; f = forecast; PPP = purchasing power parity; EMDE = emerging market and developing economy. World Bank forecasts are frequently updated based on new information
and changing (global) circumstances. Consequently, projections presented here may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects
do not differ at any given moment in time.

1. GDP and expenditure components are measured in average 2010-19 prices and market exchange rates. Excludes the Democratic People’s Republic of Korea and dependent territories.
2. Subregion aggregate excludes the Democratic People’s Republic of Korea, dependent territories, Fiji, Kiribati, the Marshall Islands, the Federated States of Micronesia, Myanmar, Palau,
Papua New Guinea, Samoa, Timor-Leste, Tonga, and Tuvalu, for which data limitations prevent the forecasting of GDP components.

3. Exports and imports of goods and nonfactor services (GNFS).

4. Includes Fiji, Kiribati, the Marshall Islands, the Federated States of Micronesia, Nauru, Palau, Papua New Guinea, Samoa, the Solomon Islands, Tonga, Tuvalu, and Vanuatu.

TABLE 2.1.2 East Asia and Pacific country forecasts ' Percentage point
differences from January

(Real GDP growth at market prices in percent, unless indicated otherwise) 2022 projections
Cambodia 71 -3.1 3.0 4.5 5.8 6.6 0.0 0.3
China 6.0 2.2 8.1 4.3 5.2 5.1 -0.8 -0.1
Fiji -0.4 -15.7 -4.1 6.3 7.7 5.6 -1.5 0.8
Indonesia 5.0 -2.1 3.7 5.1 5.3 5.3 -0.1 0.2
Kiribati 3.9 -0.5 1.5 1.8 25 2.3 -0.8 0.1
Lao PDR 5.5 0.5 2.5 3.8 4.0 4.2 -0.7 -0.8
Malaysia 4.4 -5.6 3.1 5.5 4.5 4.4 -0.3 0.0
Marshall Islands 6.6 -2.2 -2.5 3.0 2.4 2.6 -0.5 -0.1
Micronesia, Fed. Sts. 1.2 -1.8 -3.2 0.4 3.2 1.9 -0.6 0.2
Mongolia 5.0 4.4 1.4 2.5 5.8 6.8 -2.6 -0.4
Myanmar2 6.8 3.2 -18.0 - - - - -

Nauru 1.0 1.1 1.5 0.9 2.6 24 0.0 1.8
Palau -1.8 -9.7 -17.1 7.2 16.2 4.5 -4.8 2.2
Papua New Guinea 5.9 -3.5 1.0 4.0 2.7 2.5 0.0 -0.3
Philippines 6.1 -9.6 5.6 5.7 5.6 5.6 -0.2 -0.1
Samoa 4.4 -2.6 -8.1 -0.3 25 3.8 -1.8 -0.5
Solomon Islands 1.2 -4.3 0.1 -2.9 5.3 3.8 -7.4 0.9
Thailand 2.2 -6.2 1.6 2.9 4.3 3.9 -1.0 0.0
Timor-Leste 1.8 -8.6 1.6 24 2.8 3.0 -1.3 -1.5
Tonga 0.7 0.7 -2.7 -1.6 3.2 3.2 -4.2 -0.1
Tuvalu 13.9 4.4 25 3.5 3.8 4.0 0.0 0.0
Vanuatu 3.9 -6.8 1.2 2.0 4.1 3.7 -1.0 0.0
Vietnam 7.0 2.9 2.6 5.8 6.5 6.5 0.3 0.0

Source: World Bank.

Note: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information and changing (global) circumstances. Consequently, projections presented here may
differ from those contained in other Bank documents, even if basic assessments of countries’ prospects do not significantly differ at any given moment in time.

1. Data are based on GDP measured in average 2010-19 prices and market exchange rates. Values for Timor-Leste represent non-oil GDP. For the following countries, values correspond to
the fiscal year: the Marshall Islands, the Federated States of Micronesia, Myanmar, and Palau (October 1— September 30); Nauru, Samoa, and Tonga (July 1-June 30).

2. Forecast for Myanmar beyond 2021 are excluded because of a high degree of uncertainty.
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EUROPE and

CENTRAL ASIA

The Russian Federation’s invasion of Ukraine has triggered a humanitarian crisis in Ukraine, set back
economic growth in Europe and Central Asia (ECA) and beyond, and heightened global geopolitical instability.
The invasion has devastated Ukraine’s economy, while output in Russia has plummeted. Output in ECA is
forecast to shrink by about 3 percent in 2022, as the invasion and its repercussions reverberate through
commodity and financial markets, trade and migration links, and business and consumer confidence. The
largest regional spillovers of the war in Ukraine are likely to be through higher commodity prices and weaker
external demand from the euro area. The invasion has increased the risks of widespread financial stress, a de-
anchoring of inflation expectations, and food insecurity. A protracted war is likely to further heighten policy
uncertainty and fragment regional trade and investment integration.

Recent developments

Since 2020, the Europe and Central Asia (ECA)
economy has suffered two major adverse shocks—
the COVID-19 pandemic and Russia’s invasion of
Ukraine. Prior to the invasion, the region’s
economic recovery from the pandemic had been
losing momentum alongside waning external
demand  growth,
policies, and persistent supply-chain disruptions.
The war has delivered a further, major blow to the
recovery. It has also triggered a humanitarian crisis
and the fastest growing refugee crisis in Europe
since World War II, displacing about one-third of
Ukraine’s population, including about two-thirds
of its children (figure 2.2.1.A; UNDP 2022;
UNHCR 2022; UNOCHA 2022).

tightening  macroeconomic

Economic activity in Ukraine has been rendered
impossible in some areas, with the war destroying
productive infrastructure and causing 50 percent
of Ukrainian businesses to shut down completely
(UNDP 2022). Ukraine’s international trade in
goods has virtually come to a halt, especially as the
loss of access to the Black Sea cuts off all seaborne
trade, which accounts for half of Ukraine’s
eXports.

Note: This section was prepared by Collette Mari Wheeler.

Activity in Russia—the  region’s  largest
economy—appears to have contracted, with the
composite PMI shrinking in March and April this
year. The manufacturing PMI for new export
orders has also contracted, reaching its lowest
reading since mid-2020. Financial restrictions
encompass about three-quarters of Russia’s
banking sector (measured in terms of assets), with
several Russian banks cut from the SWIFT
network. About half of Russia’s international
reserves are frozen due to restrictions on the
Central Bank of the Russian Federation (CBR).
Financial markets and the banking sector have
stabilized since March, after pronounced volatility
prompted authorities to raise the policy interest
rate from 9.5 to 20 percent, impose capital
controls, restrict investor activity, and provide
bank liquidity and broad forbearance measures. As
a result of these measures, the ruble surpassed its
prewar level against the U.S. dollar, allowing the
CBR to cut its interest rate three times since April,
to 11 percent.

Neighboring  economies are facing adverse
spillovers from the war, including through
fractures in critical trade and transit routes, sharp
falls in remittances, and higher commodity prices
and inflation (figure 2.2.1.B). Maritime, air, rail,
and road transit routes have been disrupted, while
higher fuel prices and a surge in insurance
premiums due to security concerns have pushed
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FIGURE 2.2.1 ECA: Recent developments

Russia’s invasion of Ukraine has triggered the largest refugee crisis in
Europe since World War Il. Spillovers from the war are causing serious
damage to ECA’s economies due to tight trade, commodity, and financial
linkages. The war has disrupted trade, especially maritime, which is
feeding through regional supply chains.
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Sources: Barutciski (1994); Bloomberg; Ministry of Economy Armenia; United Nations; Comtrade
(database); UNWTO (2021); United Nations High Commissioner for Refugees; U.S. Department of
Agriculture; Winkler, Wuester, and Knight (2022); World Bank.

Note: ECA = Europe and Central Asia; RUS = Russian Federation; UKR = Ukraine.

A. Current estimate of Ukrainian refugees is 6.8 million as of May 29, 2022, based on UN data.

B. Bars shows goods exports/imports to/from the Russian Federation and Ukraine as a share of total
goods exports/imports for ECA in 2019-20. Tourist arrivals refer to nonresident tourists at national
borders by nationality. For countries where this data series is not available, estimates use number of
nonresident visitors at national borders by nationality. Orange whiskers show the interquartile range.
C. Based on Winkler, Wuester, and Knight (2022).

D. Percent change in seven-day moving average of port calls compared to February 24, 2022. The
last observation is May 31, 2022.

up shipping costs. Regional value chains have been
interrupted, as many ECA economies heavily
depend on both Russia and Ukraine for imports of
key commodities and intermediate goods (figure
2.2.1.C; Winkler, Wuester, and Knight 2022).
The war is also dampening regional trade by
weighing on external demand from the euro
area—ECA’s largest trading partner—and Russia.

Transit disruptions, including airspace restrictions,
have dented services trade in the region, as tourists
from Russia and Ukraine account for more than
10 percent of arrivals in about half of ECA’s
economies, including those reliant on tourism
such as Georgia, Montenegro, and Turkey. Yet, at

the same time, the influx of Ukrainian refugees
and Russian migrants, particularly of educated and
skilled workers, is likely to have positive effects in
the near term on domestic demand and in the
medium to long term on economic growth by

expanding labor supply.

The region’s food supplies rely on Belarus, Russia,
and Ukraine for key agricultural products and
inputs. Higher input costs—including for
fertilizers from rising energy prices—are posing
constraints to agricultural production. The war
continues to disrupt planting and harvest seasons
in  Ukraine; threaten critical wheat stores,
infrastructure, and production, especially in
eastern Ukraine; and halt shipping from the Black
Sea, from which about 90 percent of Ukraine’s
grains are traded (figure 2.2.1.D). Russia’s trade
restrictions on agricultural products, including
tighter licensing quotas and export bans
announced in March, are putting further strain on
food prices. As a result, a rise in commodity prices
is passing through to inflation and worsening food
security for vulnerable households in the region
(Artuc et al. 2022).

Inflationary pressures have intensified, with
median inflation in the region accelerating to over
12 percent in April—its fastest pace since 2008,
despite tightening monetary conditions in nearly
all economies over the past year. Since the start of
the year, two-thirds of the region have continued
to hike policy interest rates amid upside risks to
inflation from mounting geopolitical tensions and
marked uncertainty. Higher energy prices have
translated directly into larger import bills and
wider current account deficits. They have also
generated sizable fiscal costs in several countries
because of fossil fuel subsidies.

Outlook

Regional output had nearly returned to its pre-
pandemic trend at the start of 2022. Russia’s
invasion of Ukraine, however, has largely reversed
the recovery, with output in 2022 forecast to
contract by about 3 percent—about a 6
percentage point downgrade relative to January
forecasts (figures 2.2.2.A-C). In addition to Russia
and Ukraine, four other ECA economies are
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expected to shrink this year—Belarus, Kyrgyz
Republic, Moldova, and Tajikistan—while most
of the rest are projected to experience a sharp
growth deceleration (tables 2.2.1 and 2.2.2).
Excluding Russia and Ukraine, ECA GDP in
2022 is projected to grow 2.8 percent. Growth
projections for 2022 have been downgraded
throughout most of the region because of
spillovers from the war in Ukraine, weaker-than-
expected growth in the euro area, tighter-than-
anticipated macroeconomic policy, and commo-
dity and financial market shocks.

The baseline projections assume that the war in
Ukraine persists in the near term but becomes
increasingly contained to the eastern part of the
country. They also assume that uncertainty
remains elevated relative to historical norms and
that sanctions on Belarus and Russia remain in
place over the forecast horizon. The forecast is also
predicated on commodity prices moderating (but
remain at high levels), as well as a global
environment characterized by tighter global
financing conditions, softening external demand,
and lingering supply chain bottlenecks. On that
basis, ECA GDP is projected to expand at a tepid
rate of 1.5 percent in 2023. If the war escalates
such that Russian energy exports are further
disrupted, regional output could be far weaker
(figure 2.2.2.D; World Bank 2022b).

In Ukraine, GDP is projected to contract by about
45 percent in 2022. Poverty rates below the $5.50
per day threshold is projected to increase from
about 2 percent to 20 percent of the population in
2022 (World Bank 2022b). Growth is expected to
resume in 2023 but remain weak, with
reconstruction  efforts  gathering momentum
toward the end of the forecast period. The
repercussions  of the are expected to
reverberate beyond the short term, with economic
activity scarred by the destruction of productive
capacity, damage to arable land, and reduced labor
supply—especially if refugees do not return. Wars
inflict particularly severe damage to productivity
for several years, through reducing and disrupting
the labor force, weakening capital deepening,
disrupting value chains, and hindering innovation
(Dieppe, Kilic-Celik, and Okou 2020). Learning
losses stemming from the pandemic are expected

war

FIGURE 2.2.2 ECA: Outlook

Regional output is forecast to contract around 3 percent in 2022, reflecting
a deep recession in Russia and steep economic contraction in Ukraine,
with most other regional economies expected to grow at a weakened

pace. An escalation in the war could worsen the outlook.
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South Caucasus;

the Global

B. Figure shows the percentage point difference between the latest projections and forecasts
released in the January 2022 edition of the Global Economic Prospects report (World Bank 2022).
C. Aggregates calculated using constant GDP weights at average 2010-19 prices and market

exchange rates. The sample includes 23 ECA countries.

D. Figure shows the percent deviation from the prewar baseline in ECA output as a result of the

Russian invasion of Ukraine. Prewar is defined as projections published in the Jan
of the Global Economic Prospects report. "Baseline" entails current projections as
2.2.2. "Downside" entails a scenario in which the war's impact is much more sever

uary 2022 edition
reflected in table
e, as outlined in

World Bank (2022). It assumes that an escalation of the war triggers additional sanctions and
reduces Russian exports to the euro area. The downside scenario also assumes a shock to financial
confidence, a 20 percent contraction in Russian GDP, and a 75 percent contraction in Ukrainian

GDP. The Oxford Global Economic Model (GEM)—a large-scale global semi-struc
model—is used to conduct the simulations described here (Oxford Economics 201

to be amplified by the war given the destruction of
schools and disruption to schooling.

Russian output is forecast to contract by 8.9
percent in 2022, reflecting a sharp fall in domestic
demand and declining exports. GDP is expected
to continue to contract in 2023, by 2 percent, as
the impact of a partial oil embargo on Russia’s oil
exports to the EU dampens net exports. Although
fiscal support to households has helped stave off a

tural projection
9).


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-ECA-Fig2-2-2.xlsx
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larger fall in 2022, private consumption is
expected to remain depressed as income losses and
supply shortages mount. Private fixed investment
is expected to continue to fall amid lower foreign
investment, input shortages, weakened economic
prospects, and high credit costs. Import
compression from the fall in domestic demand
and export bans to Russia will ameliorate external
financing pressures. Over the medium term, there
is the possibility that Russia can manage to reroute
some of its trade and investment from countries
imposing sanctions to others, notably China and
India. The decision by many countries to ban
exports of key high-tech goods to Russia—
including  software,  semiconductors,  and
avionics—will deprive Russian industry of critical
inputs and exacerbate regional supply chain
disruptions. As a result of the war, oil production
will be curtailed due to the exit of foreign oil
companies, investment will weaken, and access to

foreign technology will shrink.

In Turkey—the region’s second largest economy—
growth is projected to slow sharply in 2022, to 2.3
percent, after surging last year. The war in
Ukraine is exacerbating domestic headwinds that
predated the war, including high inflation and
weakening investor sentiment. Following multiple
policy rate cuts, annual consumer price inflation
has more than tripled to 70 percent in April, a 20-
year high, with the lira hovering near last year’s
record lows against the U.S. dollar (World Bank
2022b). Higher commodity prices from the
Ukraine war are expected to add to inflation,
widen the current account deficit, and weigh on
consumption. On the other hand, growth could
be stronger if fiscal policy or tourism prove to be
more supportive this year.

In Eastern Europe excluding Ukraine, GDP is
projected to contract by 5.6 percent in 2022 as the
recession deepens in Belarus. Private consumption
will be set back by recessions in Russia and
Ukraine, as 50 percent and 15 percent of
remittances are sourced from Russia and Ukraine,
respectively. The influx of refugees to Moldova
has at times exceeded 15 percent of Moldova’s
population; although a large share have transited
to the EU, the remaining refugees will likely have
high fiscal costs, squeezing resources for long-term
development priorities.

In ECA countries outside Eastern Europe, growth
is expected to be weakened in most countries in
Central Asia and the South Caucasus because of
tight economic linkages with the Russian econ-
omy. In both subregions, growth is projected to
about halve in 2022 from 2021, falling to 2.4 per-
cent in Central Asia and 3.4 percent in the South
Caucasus. Although higher global commodity
prices should provide windfalls that help
cushion activity in some economies (Azerbaijan,
Kazakhstan, Uzbekistan), these benefits are likely
to be limited. An important reason is supply
constraints, with the oil sector already operating
close to capacity in Azerbaijan and an earlier
disruption to a major pipeline in Kazakhstan.
More broadly, sharp reductions in external
demand and remittances from Russia are likely to
form a larger drag on some of these economies
than the gains from higher commodity prices. In
Central Asia, sanctions on Russia imposed in
response to Russia’s invasion of Ukraine pose
challenges to financial intermediation. The war is
magnifying other vulnerabilities also, including
risks of debt distress in the Kyrgyz Republic and
Tajikistan. Both countries are expected to
experience output contractions this year, wider
fiscal and external current account deficits, and
sharp currency depreciations.

In Central Europe, the key economic transmission
channels from the Ukraine war are the influx of
refugees, higher commodity prices, and lower
external demand from the euro area. Energy
supply disruptions could put additional strains on
production and exacerbate upward pressures on
prices, especially in light of Russia’s cutting off
direct natural gas exports to Poland and Bulgaria
and the EU’s announced plans to ban or phase out
fossil fuel imports from Russia by 2027 (Special
Focus 2). Growth in Central Europe is forecast to
weaken in 2022 alongside that in the euro area,
slipping to 3.7 percent, as external demand slows
and higher inflation, tighter monetary policies,
and greater policy uncertainty dampen domestic
demand. The large inflow of displaced people
from Ukraine—who are predominantly women,
children, and the elderly—is increasing demand
for public services and housing, putting pressure
on public finances. The influx has been especially
large in Poland, with arriving Ukrainian refugees
amounting to about 10 percent of Poland’s
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population. Over the medium term, the Central
European economies will benefit from funding
from the European Union (EU) Recovery and
Resilience Facility—the centerpiece of the Next
Generation EU funds.

In the Western Balkans, GDP growth is forecast to
slow to 3.1 percent in 2022, reflecting higher
commodity prices and weaker euro area growth
from the war, and to continue at about that
annual rate in 2023-24. Over the medium term,
the subregion is expected to benefit from the EU’s
recently adopted Economic and Investment Plan
for the Western Balkans, which will mobilize
funding to support competitiveness and inclusive
growth, as well as the green and digital transition.

Risks

Risks to the ECA outlook remain heavily skewed
to the downside. Prolonged or intensified war or
armed conflict could cause significantly larger
economic damage and greater potential for
fragmentation of international trade and
investment, especially as it comes on the heels of
heightened tensions in the region (figure 2.2.3.A).
There would also be a further deterioration of the
humanitarian situation, which is already dire in
the baseline outlook (figure 2.2.3.B).

The outlook remains vulnerable to financial stress,
especially given high debt levels and elevated
inflation  (figure 2.2.3.C). Russia’s sizable
macroeconomic  buffers are impaired,
increasing the risk of a credit crunch in the
banking sector—additional restrictions could
cause further dysfunction in domestic financial
markets and greater macroeconomic destabi-
lization. There are unknown risks that could
materialize in the regional financial system,
potentially  arising from  under-appreciated
exposures to Russia, such as leveraged over-the-
counter products that depend on underlying
Russian assets.

now

Additional war-driven disruptions in energy
imports from Russia could materially worsen the
growth outlook, especially for the euro area—
ECA’s largest trading partner—and Russia, which
would further damage ECA’s economy. Possible

FIGURE 2.2.3 ECA: Risks

The war comes on the heels of heightened tensions. It is expected to push
millions into poverty in Ukraine, but sharply higher commodity prices could
cause poverty rates to rise across the region. The war has increased the
risk of financial stress, especially given high inflation and debt. Continued
disruptions to regional trade could worsen food insecurity for the most
vulnerable.

A. Number of violent events and
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Sources: Armed Conflict Location & Event Data Project (ACLED), https://www.acleddata.com;
Central bank websites; Food and Agriculture Organization of the United Nations; Haver Analytics;
International Monetary Fund; Comtrade (database); U.S. Department of Agriculture; World Bank.
Note: ECA = Europe and Central Asia.

A. Cumulative number of violent events and demonstrations reported across 23 ECA EMDEs. Violent
events include violence against civilians, riots, protests, battles, and explosions/remote violence. Last
observation is May 27, 2022.

B. The range shows estimates based on four scenarios using previous armed conflict as
benchmarks, as presented in UNDP (2022). The four scenarios simulated are economic contractions
of 7, 15, 20, and 60 percent. The yellow diamond is the World Bank Ukraine poverty estimate.

C. "Current" indicates most recently available monthly year-on-year inflation data. "Current" data are
right-hand side (RHS) and "Central bank target" data are left-hand side for Turkey. Data are through
May 31, 2022.

D. Data as of 2020.

disruptions to supplies of natural gas and oil are
acute risks in Central Europe and the Western
Balkans. Available stocks of natural gas vary, with
limited storage capacity in smaller countries, such
as Bosnia and Herzegovina, while in Serbia
inventory could help mitigate the
immediate supply shock.

existing

If record-high food prices persist, monetary policy
tightening could be accelerated and a significantly
higher number of people than currently expected
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could be pushed into extreme poverty and
experience food insecurity, especially in those
countries reliant on Russia and Ukraine for grains
(figure 2.2.3.D). The spike in commodity prices
and subsequently higher inflation could also

TABLE 2.2.1 Europe and Central Asia forecast summary

(Real GDP growth at market prices in percent, unless indicated otherwise)

contribute to social unrest in some countries
(Kammer et al. 2022). Vulnerable countries
typically have weaker governance and social safety
nets, fewer job opportunities, less fiscal space, and
elevated political tensions.

Percentage point differences
from January 2022 projections

EMDE ECA, GDP! 2.7 -1.9 6.5 -2.9 1.5 3.3 -5.9 -1.4
GDP per capita (U.S. dollars) 2.3 -2.2 6.3 -3.1 1.4 3.2 -56.9 -1.4
EMDE ECA, GDP excl. Russian
Federation and Ukraine 3.1 -1.3 7.9 2.8 3.5 3.8 -0.6 -0.1
EMDE ECA, GDP excl. Turkey 3.2 -2.9 5.3 -4.5 1.0 3.0 -7.8 -1.9
(Average including countries that report expenditure components in national accounts) 2
EMDE ECA, GDP2 2.6 -1.9 6.6 -3.5 1.3 3.2 -6.4 -1.4
PPP GDP 25 -1.9 6.6 -4.5 1.3 3.2 -7.3 -1.4
Private consumption 3.7 -3.1 9.7 -4.3 2.4 2.8 -7.4 -0.7
Public consumption 3.0 2.5 2.2 2.7 2.2 1.7 1.2 0.1
Fixed investment -0.8 -1.5 71 -9.7 0.1 8.6 -12.5 -3.9
Exports, GNFS3 3.6 -6.6 9.5 -8.1 4.5 4.8 -13.8 -0.4
Imports, GNFS3 3.0 -4.5 10.0 -4.7 5.3 5.9 -10.2 -0.8
Net exports, contribution to growth 0.4 -1.0 0.2 -1.5 -0.2 -0.3 -1.8 0.0
Memo items: GDP
Commodity exporters 4 2.6 -2.7 4.7 -9.0 -0.7 2.7 -11.7 -3.1
Commaodity exporters excl. Russian
Federationyandekraine 4.6 -2.1 5.3 25 4.0 3.8 -1.6 -0.7
Commodity importers 5 2.8 -1.1 8.3 2.8 3.4 3.7 -0.5 0.0
Central Europe & 4.5 -3.3 6.2 3.7 3.7 3.7 -1.0 0.0
Western Balkans? 3.7 -3.3 7.5 3.1 3.1 3.2 -1.0 -0.7
Eastern Europe? 2.7 -3.1 3.6 -30.6 1.9 3.9 -32.0 -1.3
South Caucasus® 3.8 -5.3 6.7 3.4 3.3 3.3 -0.5 -0.3
Central Asiat° 4.9 -1.3 5.1 2.4 4.3 4.1 -1.9 -0.8
Russian Federation 2.2 -2.7 4.7 -8.9 -2.0 2.2 -11.3 -3.8
Turkey 0.9 1.8 11.0 2.3 3.2 4.0 0.3 0.2
Poland 4.7 2.2 5.9 3.9 3.6 3.7 -0.8 0.2

Source: World Bank.

Note: e = estimate; f = forecast; PPP = purchasing power parity; EMDE = emerging market and developing economy. World Bank forecasts are frequently updated based on new information
and changing (global) circumstances. Consequently, projections presented here may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects
do not differ at any given moment in time. The World Bank is currently not publishing economic output, income, or growth data for Turkmenistan owing to a lack of reliable data of adequate

quality. Turkmenistan is excluded from cross-country macroeconomic aggregates.

1. GDP and expenditure components are measured in average 2010-19 prices and market exchange rates, thus aggregates presented here may differ from other World Bank documents.
2. Aggregates presented here exclude Azerbaijan, Bosnia and Herzegovina, Kazakhstan, Kosovo, the Kyrgyz Republic, Montenegro, Serbia, Tajikistan, Turkmenistan, and Uzbekistan, for

which data limitations prevent the forecasting of GDP components.
. Exports and imports of goods and nonfactor services (GNFS).

. Includes Armenia, Azerbaijan, Kazakhstan, the Kyrgyz Republic, Kosovo, the Russian Federation, Tajikistan, Ukraine, and Uzbekistan.
. Includes Albania, Belarus, Bosnia and Herzegovina, Bulgaria, Croatia, Georgia, Hungary, Moldova, Montenegro, North Macedonia, Poland, Romania, Serbia, and Turkey.

. Includes Albania, Bosnia and Herzegovina, Kosovo, Montenegro, North Macedonia, and Serbia.

. Includes Belarus, Moldova, and Ukraine.
. Includes Armenia, Azerbaijan, and Georgia.

3

4

5

6. Includes Bulgaria, Croatia, Hungary, Poland, and Romania.

7

8

9

10. Includes Kazakhstan, the Kyrgyz Republic, Tajikistan, and Uzbekistan.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-ECA-data.xlsx
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TABLE 2.2.2 Europe and Central Asia country forecasts ' Percentage point
differences from January

(Real GDP growth at market prices in percent, unless indicated otherwise) 2022 projections

Albania 2.2 -3.5 8.5 3.2 3.5 3.5 -0.6 -0.2
Armenia 7.6 -7.2 5.7 3.5 4.6 4.9 -1.3 -0.8
Azerbaijan 2.5 -4.3 5.6 2.7 2.2 2.3 -0.4 -0.5
Belarus 1.4 -0.9 2.3 -6.5 1.5 1.6 -3.7 -0.8
Bosnia and Herzegovina? 2.8 -3.1 71 2.7 3.1 3.5 -0.3 -0.1
Bulgaria 4.0 -4.4 4.2 2.6 4.3 3.7 -1.2 0.7
Croatia 3.5 -8.1 10.4 3.8 3.4 3.1 -1.6 -1.0
Georgia 5.0 -6.8 10.6 5.5 5.5 5.0 0.0 0.5
Hungary 4.6 4.5 7.1 4.6 3.8 3.4 0.4 0.5
Kazakhstan 4.5 -2.5 4.0 2.0 4.0 3.5 -1.7 -0.8
Kosovo 4.8 -5.3 9.1 3.9 4.3 4.2 -0.2 -0.1
Kyrgyz Republic 4.6 -8.4 3.6 2.0 3.4 4.0 6.7 0.9
Moldova 3.7 -7.4 13.9 -0.4 2.7 4.2 -4.3 -1.7
Montenegro 4.1 -15.3 12.4 3.6 4.7 3.7 -2.0 -0.1
North Macedonia 3.9 -6.1 4.0 2.7 3.1 3.2 -1.0 -0.3
Poland 4.7 -2.2 5.9 3.9 3.6 3.7 -0.8 0.2
Romania 4.2 -3.7 5.9 2.9 3.7 3.9 -1.4 -0.1
Russian Federation 2.2 -2.7 4.7 -8.9 -2.0 2.2 -11.3 -3.8
Serbia 4.3 -0.9 7.4 3.2 2.7 2.8 -1.3 -1.3
Tajikistan 7.4 4.4 9.2 -0.4 3.3 4.3 -6.9 -1.2
Turkey 0.9 1.8 11.0 2.3 3.2 4.0 0.3 0.2
Ukraine 3.2 -3.8 3.4 -45.1 2.1 5.8 -48.3 -1.4
Uzbekistan 5.7 1.9 7.4 4.3 5.3 5.5 -1.3 -0.5

Source: World Bank.

Note: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information and changing (global) circumstances. Consequently, projections presented here may
differ from those contained in other Bank documents, even if basic assessments of countries’ prospects do not significantly differ at any given moment in time. The World Bank is currently
not publishing economic output, income, or growth data for Turkmenistan owing to a lack of reliable data of adequate quality. Turkmenistan is excluded from cross-country macroeconomic
aggregates.

1. Data are based on GDP measured in average 2010-19 prices and market exchange rates, unless indicated otherwise.

2. GDP growth rate at constant prices is based on production approach.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-ECA-data.xlsx




LATIN AMERICA and

THE CARIBBEAN

Growth in Latin America and the Caribbean (LAC) is forecast to slow sharply in 2022 and remain weak in
the following two years. Elevated inflation, tighter financial conditions, and policy uncertainty are expected to
take a toll domestically, while slowing growth in key export markets, U.S. monetary tightening, and global
supply bottlenecks impart negative spillovers to the region. The largest economies in LAC will be some of the
slowest growing this year, dragging region-wide growth down to 2.5 percent. Growth is set to slow further in
2023 to just 1.9 percent. The Russian Federation’s invasion of Ukraine has raised prices for many regional
exports, but is likely to have a negative net effect on growth in LAC via weaker global trade and increases in
input costs and consumer prices. Recent high inflation is likely to extend monetary policy tightening cycles. Risks
to the baseline projections are tilted to the downside, and include further shocks to global growth, domestic
stagflation, financial stress, and social unrest linked to sharply higher prices for food and energy.

Recent developments

The war in Ukraine has limited direct effects on
Latin America and the Caribbean (LAC), given
the region’s modest trade and financial linkages
with eastern Europe and central Asia, but there are
substantial indirect spillovers via commodity
prices and global growth. Current account and
fiscal balances of some LAC commodity exporters
are benefitting from high commodity prices (figure
2.3.1.A). However, positive effects on economic
activity are being outweighed by rising consumer
prices, higher policy interest rates to rein in
inflation and weaker sentiment (World Bank
2022c). The net negative effect on growth
compounds a slowdown already underway across
the region. Even before the war, headwinds from
high inflation, rising interest rates, and protracted
supply chain disruptions had been weighing on
activity. The recovery from the pandemic remains
incomplete, hampered by structural impediments
such as low productivity growth and high
inequality (Dieppe 2021; World Bank 2022b).

Inflation across LAC has risen well above central
bank targets. Increases in food and fuel prices have
been a major driver, but recent data show price

Note: This section was prepared by Phil Kenworthy.

acceleration  broadening across consumption
baskets. Adding to the pressures are supply chain
bottlenecks in some countries (Brazil, Mexico) and
above-trend  domestic = demand  following
stimulative policies in others (Chile, Colombia).
In Argentina, amid rising international food and
energy prices, continued, albeit declining,
monetary financing of the fiscal deficit has
contributed to pushing monthly inflation to about
6 percent. Monetary authorities in LAC have
raised policy interest rates significantly and
signaled further increases this year, even as activity
indicators have remained soft in some countries
(figure 2.3.1.B). Governments across the region
(Chile, Colombia, Mexico, Suriname) have
increased subsidies or cut taxes on fuel to limit the
impact of high oil prices on consumers, while the
government of Mexico has also introduced
voluntary price agreements with the private sector,
while suspending import tariffs for staple goods
and facilitating access to fertilizer for small food
producers.

Financial conditions in LAC have tightened
notably in recent months, largely as a result of
rising U.S. and domestic interest rates. Across
Brazil, Chile, Colombia, Mexico, and Peru, the
average ten-year government bond yield has
increased by about 150 basis points year-to-date.
LAC financial markets showed resilience early in
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FIGURE 2.3.1 LAC: Recent developments

Higher commodity prices will benefit fiscal and current account balances
in much of LAC, but positive effects will be offset by sharply higher inflation
and rapidly rising interest rates. High vaccination rates have led to
Substantial reductions in deaths from COVID-19, but supply chain
disruptions continue to curb manufacturing output.
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Sources: Federal Reserve Bank of St. Louis (database); Haver Analytics; national sources; Our
World in Data (database); WTO stats (database); World Bank.

A. B. ARG = Argentina; BRA = Brazil; CHL = Chile; COL = Colombia; ECU = Ecuador; JAM = Jamai-
ca; MEX = Mexico; PER = Peru.

A. Average of annual net exports as a percent of GDP for 2015-19.

B. Policy rates at the end of the reference month. Last observation is May 2022.

C. New deaths show seven-day moving average. Fully vaccinated is the number of people

in LAC fully vaccinated as a percent of the LAC population. Last observation is May 30, 2022.

D. Sum of production of vehicles in Mexico and Brazil. Last observation is April 2022. Price index is
an average of auto prices in Brazil, Mexico, and the United States.

the year, but reversed course in April as
nonresident debt and equity flows turned negative
and South American currencies depreciated
swiftly. Sovereign spreads also widened, though
they generally remain contained compared to
historical episodes of financial stress in the region.

The spread of the Omicron variant of COVID-19
caused a sharp but brief spike in case rates in LAC
in 2022Q1. The regional rise in deaths was muted
by relatively high vaccination levels, though
vaccination rates in several Caribbean countries
remain below 40 percent, reflecting vaccine
hesitancy and insufficient health infrastructure

(figure 2.3.1.C; PAHO 2022). Successive COVID

-19 waves around the world have exacerbated
bottlenecks in LAC supply chains, weighing on
manufacturing. For example, auto production in
Mexico and Brazil remains far below 2019 levels
despite high prices, illustrating the extent of
supply chain frictions (figure 2.3.1.D).

Outlook

Growth in LAC is projected to slow sharply to 2.5
percent in 2022, after a post-pandemic rebound of
6.7 percent in 2021. The region’s growth is
expected to decelerate further in 2023, to 1.9
percent, before picking up slightly to 2.4 percent
in 2024. This slowdown reflects the maturing of
the recovery from the pandemic-recession, tighter
financial conditions, in part because of faster-than-
anticipated U.S. monetary tightening, weakening
external demand growth, increased inflation, and
high policy uncertainty in some countries.
Regional growth in 2022 has been downgraded
marginally from previous projections, by 0.1
percentage point. Growth in 2023 has been
downgraded by 0.8 percentage point. This largely
corresponds to the lagged effects on investment
from rising interest rates. The growth outlook
underscores the challenge to deliver rising living
standards in LAC. Per capita GDP is set to
increase just 0.6 percent between 2019 and 2023,
compared to 1.3 percent per year in the preceding
20 years.

All large LAC economies except Mexico are net
commodity exporters, so higher commodity prices
will generally improve terms of trade and export
earnings. Prices of several key exports are expected
to be substantially higher on average in 2022,
including oil, coal, agricultural commodities,
copper, and gold. However, benefits to growth
will take time to materialize and be dampened by
factors such as adverse weather, which is
impacting crop yields, and long lags in the
response of metals production to higher prices
(Boer, Pescatori, and Stuermer 2021). Further,
commodity price developments are not as
favorable for LAC as for predominantly energy-
exporting regions. Surging energy prices instead
represent sharply increasing input costs in many
countries, while higher fertilizer costs will curb
benefits from elevated agricultural export prices.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-LAC-Fig2-3-1.xlsx
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Brazil imports about 80 percent of its fertilizer,
while Argentina imports close to 70 percent.

The ongoing monetary tightening cycle has seen
real policy interest rates climb sharply in some
LAC economies, but inflation is expected to
remain above central bank targets throughout
2022, prompting further tightening (figure
2.3.2.A). In this context, investment in LAC is
expected to rise only modestly, by 2.2 percent in
2022 and 1.6 percent in 2023. The projections
assume fiscal consolidation in about three-quarters
of LAC economies in 2022 and 2023. New
policies to shield consumers from food and energy
price rises in about 40 percent of LAC countries
have reduced the pace of consolidation, but fiscal
policy is still expected to exert a modest drag on
growth (Acosta-Ormaechea, Goldfajn, and Roldos
2022). The regionwide primary fiscal deficit is
expected to narrow to less than 1 percent of GDP
in 2022 (figure 2.3.2.B).

In Brazil, growth is expected to fall sharply to 1.5
percent in 2022, from 4.6 percent in 2021, and
then slow further to just 0.8 percent in 2023.
After a solid start to 2022, growth is expected to
wane over the year, owing to the squeeze on real
incomes from double-digit inflation, stalling
investment growth, and heightened domestic
policy uncertainty. Recently announced programs
to allow extraordinary withdrawals from
unemployment insurance funds, accelerate social
security payments, and extend concessional loans
will offer some relief to households, but possibly at
the cost of further stoking inflation. In 2023, weak
momentum and the ongoing effects of tighter
monetary policy on investment and activity are
expected to limit growth.

Growth in Mexico is forecast to weaken to 1.7
percent in 2022, from 4.8 percent in 2021, before
picking up slightly to 1.9 percent in 2023. Given
above-target and broad-based inflation, the central
bank is expected to continue raising interest rates
throughout 2022, which will weigh on
investment. Weaker output growth is also a
consequence of supply bottlenecks, which have
disrupted  Mexico’s  globally  integrated
manufacturing sector and are expected to abate
only gradually. Regulatory uncertainty in sectors

FIGURE 2.3.2 LAC: Outlook

Real interest rates have risen sharply in some LAC economies, and
monetary policies are expected to tighten further, dampening demand.
Fiscal policy will also exert a modest drag on growth in 2022. With tighter
macroeconomic policies and weakening growth, much of projected growth
in 2022 is due to carryover effects. Caribbean tourism is expected to
continue to recover in coming years.
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Sources: Consensus Economics; Haver Analytics; International Monetary Fund; national sources;
World Bank.

A. Real interest rate is the central bank policy rate minus one-year-ahead inflation expectations
constructed from 2022 and 2023 Consensus Economics estimates for consumer price inflation.
Transformation is via the method used in Ruch (2021), Bordo and Siklos (2017), and Siklos (2013).
“2021 rate” is the equivalent value for June 2021.

A. B. ARG = Argentina; BRA = Brazil; CHL = Chile; COL = Colombia; MEX = Mexico; PER = Peru.
B. Figure shows the GDP-weighted general government primary balance. Gray shading indicates
forecasts. Sample includes 29 LAC economies.

C. Carryover assumes that real GDP is the same in every quarter of 2022 as it was in 2021Q4.

D. Data are international tourist arrivals. Caribbean includes Antigua and Barbuda, The Bahamas,
Barbados, Belize, Jamaica, and St. Lucia. Last observation is February 2022 for tourism to the
Caribbean, April 2022 the Dominican Republic and March 2022 for tourism to Mexico. DOM = the
Dominican Republic.

such as energy and extractives may dampen
investment, despite supportive prices. Tax cuts
intended to limit fuel price increases will provide
some relief for households, but are not targeted to
those most in need.

Output in Argentina is expected to grow 4.5
percent in 2022 and 2.5 percent in both 2023 and
2024. The projected expansion in 2022 represents
a 1.9 percentage point upgrade from previous
forecasts, which is close to the statistical carryover
effect from strong growth momentum (figure
2.3.2.C). Net trade is forecast to be broadly


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-LAC-Fig2-3-2.xlsx
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neutral for growth, while the rising cost of
imported energy compared to 2021 is expected to
limit current account benefits from higher prices
for agricultural exports. High energy prices will
put pressure on spending, given large energy
subsidies. Control of inflation remains elusive,
which will continue to weigh on activity.

Growth in Colombia is projected to reach 5.4
percent in 2022, mostly owing to carryover effects,
and 3.2 percent in 2023. Monetary policy is
expected to tighten this year, while the primary
fiscal deficit is envisioned to decline rapidly over
the forecast horizon as the yield from recent tax
reforms kicks in and pandemic-related spending
declines. Colombia’s current account balance will
benefit substantially from higher prices for oil,
coal, and metals.

Chile is forecast to grow 1.7 percent in 2022
owing to carryover effects from  strong
consumption growth. Rapid tightening of fiscal
and monetary policies in light of elevated inflation
is projected to slow activity in 2022, though the
current account balance is expected to improve
markedly as imports fall. Annual growth is forecast
to slow further in 2023 to 0.8 percent, as export
growth declines and investment remains subdued.

Peru is projected to grow by 3.1 percent in 2022
and 2.9 percent in 2023, bolstered by increasing
mining output, though heightened policy
uncertainty will curb investment. The ongoing
normalization of labor markets will support steady
expansion of consumption, as will growth in
government spending.

Growth in Central America is forecast at 3.9
percent in 2022 (on a GDP-weighted basis),
moderating to 3.5 percent in 2023. Growth and
consumption will slow more than previously
forecast in 2022-23, broadly tracking activity in
the United States, the main source of export
demand and remittances. Fiscal policy is expected
to be contractionary in much of Central America,
as pandemic-related spending is withdrawn, and
governments seek to stabilize debt, though in
Guatemala, public spending is expected to
increase, supporting growth in 2022. Across most
of Central America oil imports will weigh on

terms of trade, while sharply rising food prices will
cut into real household spending. Panama is a set
to outperform the surrounding region, with
growth of 6.3 percent in 2022 thanks to rising
mining output and a pick-up in tourism.

For the Caribbean, robust growth of 6.9 percent is
forecast for 2022, slowing slightly to 6.5 percent
in 2023. The continued, but incomplete, recovery
of tourism towards pre-pandemic levels is an
important driver of growth, supporting exports,
employment, and investment (figure 2.3.2.D). In
addition, Guyana’s economy is forecast to double
in size in 2022-23, on account of the rapid
development of the offshore oil and gas industry.
In Jamaica, increasing alumina production will
boost exports, though dependence on imported oil
will weigh on the current account.

Risks

Risks to the forecast are to the downside. In the
context of unusually high uncertainty over the
global outlook, there is a significant risk that
weaker-than-expected growth in major trading
partners could result in softer exports and
investment in LAC. China is the largest export
market for most South American countries, while
for Mexico and Central America, the United
States provides the majority of export demand and
remittances (figure 2.3.3.A). A sharper slowdown
in China would likely lead to lower prices for LAC
exports such as copper, soybeans, and iron ore.
Given sluggish domestic demand, a negative
external shock would further increase the chances
of recession in some large LAC economies.

Russia’s invasion of Ukraine has exacerbated the
rise in fertilizer prices. The largest agricultural
producers in LAC depend on fertilizer imports, as
the region has limited production capacity. In
2019, LAC countries sourced about one-quarter of
these fertilizer imports from Belarus and Russia
(figure 2.3.3.B). So far, fertilizer inventories and
planting schedules have prevented rising fertilizer
costs from substantially impacting crop yields.
However, if war-related disruptions, recession in
Russia, and continued high energy prices cause
fertilizer shortages, future harvests could be
impacted (World Bank 2022d). As a direct
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consequence, agricultural output in LAC could
fall. Indirect reverberations could be more severe.
Food prices could rise further, increasing food
insecurity and poverty—high food prices could
contribute to an additional 3 million people in
LAC experiencing extreme poverty in 2022, versus
pre-pandemic projections (Mahler et al. 2022).
Social unrest could follow, dampening investment
and sentiment. In response, governments might be
tempted to pursue ultimately counterproductive
policies such as price controls and export
restrictions (World Bank 2020).

Given the history of inflation problems and
macroeconomic instability in LAC, there is a
serious risk that high inflation becomes embedded
in inflation expectations. Though medium-term
measures of inflation expectations appear relatively
well-anchored, core inflation in the region’s largest
economies has risen swiftly alongside food and
fuel prices (figure 2.3.3.C). If inflation does not
decline substantially in the coming months, the
region’s central banks may be forced to raise
interest rates significantly more than expected,
even in the context of slowing growth, possibly
resulting in a sharp slowdown or recession.

Another risk, especially given rising U.S. interest
rates, is that negative sentiment and regional
vulnerabilities combine to generate financial stress.
The pandemic has weakened long-term growth
prospects and public debt-to-GDP ratios in the
largest LAC economies are expected to be on
average 18 percentage points higher in 2022 than
they were in 2015 (figure 2.3.3.D). Sovereign
spreads remain contained, but further shocks to
activity or sentiment could see investors reappraise
growth outlooks and debt-carrying capacity in
LAC. Capital outflows and increases in risk
premia could follow. Countries with elevated
public debt or lacking strong fiscal frameworks
could be at particular risk, especially where high
levels of uncertainty and fractious politics make it
challenging for policy makers to credibly commit
to necessary reforms. Debt management strategies
that lean towards excessive short-term or external
debt could exacerbate vulnerabilities in some
countries in the region.

FIGURE 2.3.3 LAC: Risks

Slower-than-forecast growth in major trading partners would pose risks to
export demand in LAC. Dependence on imported fertilizer could
compromise food production. Increases in core inflation may necessitate
faster-than-expected monetary tightening. Public debt has risen
considerably across the region in recent years, eroding financial buffers.
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Sources: Comtrade (database); Consensus Economics; Haver Analytics; International Monetary
Fund; World Bank.

A. CA = Central America. Shows the source of export demand for 2019 and 2020 exports. “Other’
includes intraregional exports.

B. Percent of imports. LAC sample includes 18 economies.

C. Data represent averages for Brazil, Chile, Colombia, and Mexico. Rates of inflation in each
category and time period are annualized for comparability. Data are seasonally adjusted. 2024
inflation expectation is the Consensus Economics inflation forecast for 2024. Categories contain
some common elements and category definitions vary by country.

D. General government gross debt as a percentage of GDP. ARG = Argentina; BRA = Brazil;
CHL = Chile; COL = Colombia; MEX = Mexico; PER = Peru.
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TABLE 2.3.1 Latin America and the Caribbean forecast summary Percentage point

differences from
January 2022 projections

(Real GDP growth at market prices in percent, unless indicated otherwise)

EMDE LAC, GDP 0.8 -6.4 6.7 25 1.9 24 -0.1 -0.8
GDP per capita (U.S. dollars) -0.3 -7.4 5.7 1.7 1.1 1.6 0.0 -0.8
(Average including countries that report expenditure components in national accounts)?

EMDE LAC, GDP 2 0.8 -6.5 6.7 2.4 1.8 2.4 -0.1 -0.8
PPP GDP 0.8 -6.7 6.9 25 1.9 2.4 -0.1 -0.7
Private consumption 1.1 -7.9 7.3 2.8 2.1 2.4 0.1 -0.8
Public consumption 0.0 -2.4 3.7 0.8 0.5 0.5 -1.0 0.3
Fixed investment -0.7 -11.0 17.4 2.2 1.6 3.5 0.7 -2.1
Exports, GNFS3 0.8 -8.9 8.2 4.9 4.7 4.2 -0.4 0.1
Imports, GNFS3 -0.8 -13.9 17.7 4.3 4.3 4.2 0.2 -0.6
Net exports, contribution to growth 0.4 1.2 -2.0 0.1 0.0 0.0 -0.1 0.1

Memo items: GDP
South America+ 0.9 -5.8 7.0 25 1.6 2.3 0.4 -1.0
Central Americas 2.7 -7.6 10.3 3.9 3.5 3.6 -0.8 -0.2
Caribbean6 3.2 -6.7 8.9 6.9 6.5 4.0 -0.4 0.6
Brazil 1.2 -3.9 4.6 1.5 0.8 2.0 0.1 -1.9
Mexico -0.2 -8.2 4.8 1.7 1.9 2.0 -1.3 -0.3
Argentina -2.0 -9.9 10.3 45 25 25 1.9 0.4

Source: World Bank.

Note: e = estimate; f = forecast; PPP = purchasing power parity; EMDE = emerging market and developing economy. World Bank forecasts are frequently updated based on new information
and changing (global) circumstances. Consequently, projections presented here may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects
do not differ at any given moment in time. The World Bank is currently not publishing economic output, income, or growth data for Republica Bolivariana de Venezuela owing to a lack of
reliable data of adequate quality. Republica Bolivariana de Venezuela is excluded from cross-country macroeconomic aggregates.

1. GDP and expenditure components are measured in average 2010-19 prices and market exchange rates.

2. Aggregate includes all countries in notes 4, 5, and 6, plus Mexico, except Antigua and Barbuda, Barbados, Dominica, Grenada, Guyana, Haiti, St. Kitts and Nevis, St. Lucia, St. Vincent
and the Grenadines, and Suriname.

3. Exports and imports of goods and nonfactor services (GNFS).

4. Includes Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru, and Uruguay.

5. Includes Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, and Panama.

6. Includes Antigua and Barbuda, The Bahamas, Barbados, Belize, Dominica, the Dominican Republic, Grenada, Guyana, Haiti, Jamaica, St. Kitts and Nevis, St. Lucia, St. Vincent and the
Grenadines, and Suriname.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-LAC-data.xlsx
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TABLE 2.3.2 Latin America and the Caribbean country forecasts Percentage point
differences from January

(Real GDP growth at market prices in percent, unless indicated otherwise) 2022 projections

Argentina -2.0 -9.9 10.3 45 25 25 1.9 0.4
Bahamas, The 0.7 -14.5 5.6 6.0 4.1 3.0 -2.0 0.1
Barbados -1.3 -13.7 1.4 11.2 4.9 3.0 2.7 0.1
Belize 2.0 -16.7 9.8 5.7 3.4 2.0 1.7 1.6
Bolivia 2.2 -8.7 6.1 3.9 2.8 2.7 0.4 0.1
Brazil 1.2 -3.9 4.6 1.5 0.8 2.0 0.1 -1.9
Chile 0.8 -6.0 11.7 1.7 0.8 2.0 -0.5 -1.0
Colombia 3.2 -7.0 10.6 5.4 3.2 3.3 1.3 -0.3
Costa Rica 2.4 -4.1 7.6 3.4 3.2 3.2 -0.1 0.0
Dominica 5.5 -11.0 3.7 6.8 5.0 4.6 -1.3 -0.9
Dominican Republic 5.1 -6.7 12.3 5.0 5.0 5.0 0.0 0.0
Ecuador 0.0 -7.8 4.4 3.7 3.1 2.9 0.6 0.6
El Salvador 2.6 -8.0 10.7 2.7 1.9 2.0 -1.3 -0.6
Grenada 0.7 -13.8 5.3 3.8 3.4 3.1 -0.6 -0.4
Guatemala 4.0 -1.8 8.0 3.4 3.4 3.5 -0.5 -0.1
Guyana 5.4 43.5 19.9 47.9 34.3 3.8 -1.8 9.3
Haiti2 -1.7 -3.3 -1.8 -0.4 1.4 2.0 -0.4 -0.1
Honduras 2.7 -9.0 12.5 3.1 3.6 3.7 -1.3 -0.2
Jamaica 0.9 -10.0 4.6 3.2 2.3 1.2 0.2 0.3
Mexico -0.2 -8.2 4.8 1.7 1.9 2.0 -1.3 -0.3
Nicaragua -3.8 -1.8 10.3 2.9 2.3 25 -0.1 -0.2
Panama 3.0 -17.9 15.3 6.3 5.0 5.0 -1.5 0.0
Paraguay -0.4 -0.8 4.2 0.7 4.7 3.8 -3.3 0.8
Peru 2.2 -11.0 13.3 3.1 2.9 3.0 -0.1 -0.1
St. Lucia -0.1 -20.4 6.6 6.4 5.2 3.3 -3.2 -1.9
St. Vincent and the Grenadines 0.4 -5.3 -2.8 3.7 6.4 3.2 -4.6 0.3
Suriname 1.1 -15.9 -3.5 1.8 2.1 2.7 0.0 0.0
Uruguay 0.4 -6.1 4.4 3.3 2.6 25 0.2 0.1

Source: World Bank.

Note: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information and changing (global) circumstances. Consequently, projections presented here
may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects do not significantly differ at any given moment in time.

1. Data are based on GDP measured in average 2010-19 prices and market exchange rates.

2. GDP is based on fiscal year, which runs from October to September of next year.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-LAC-data.xlsx




MIDDLE EAST and

NORTH AFRICA

Output in the Middle East and North Africa region is expected to expand by 5.3 percent in 2022—0.9
percentage point above previous projections, in part reflecting higher oil prices. This would be the region’s fastest
growth in a decade; however, this rebound is expected to be short-lived. The region faces a growing divide
between oil exporters—uwhich on net should benefit from elevated oil prices and high COVID-19 vaccination
rates—and oil importers, which face higher food and energy prices, deteriorating external balances, and still-
limited vaccination rates. Risks to the outlook are predominantly to the downside, with drought conditions,
policy uncertainty, new outbreaks of COVID-19, and geopolitical tensions threatening to raise prices further,

erode real incomes, and aggravate social tensions.

Recent developments

The economic recovery in the Middle East and
North Africa (MNA) slowed briefly at the turn of
the year as Omicron outbreaks sapped growth
momentum (figure 2.4.1.A). New confirmed cases
of COVID-19 have since abated with broad-based
declines across all economies. The pandemic-
induced slowdown was followed by the Russian
Federation’s invasion of Ukraine, leading to higher
commodity prices, tighter financing conditions
(amid reduced monetary accommodation in both
advanced economies and in the region), and a
further deceleration in global growth. The impact
on the region is, however, notably divergent. On
the one hand, oil exporters are benefiting from
higher energy prices only partly offset by higher
food prices and borrowing costs, even for large
wheat importers like Algeria. On the other, oil
importers face further headwinds to growth.

Oil exporters are benefiting from robust growth in
the oil sector, with increasing oil production and
higher prices—Brent crude oil prices have
increased by about one-half since the start of the
year—helping to bolster growth in the non-oil
sector through improved government revenue and
other spillovers to the broader economy (figure
2.4.1.B). In April 2022, oil production in the

Note: This section was prepared by Franz Ulrich Ruch.

member countries of the Gulf Cooperation
Council (GCC)! was about 3 million barrels a day
higher than a year earlier, a 20 percent increase,
and back above its pre-pandemic levels (IEA
2022). In other MNA oil producers (Algeria, the
Islamic Republic of Iran, Iraq, Libya), oil
production has expanded by 6 percent from a year
earlier. Not all oil exporters have fully benefitted,
with ongoing conflict in the Republic of Yemen
constraining production and prolonging an
unprecedented humanitarian and economic crisis.

Oil importers are facing multiple headwinds. In
the Arab Republic of Egypt, growth slowed in
early 2022 following a boom in the first half of the
fiscal year. Export revenues in March soared about
80 percent above pre-pandemic highs. In
Morocco, growth has also slowed significantly.
The country’s worst drought in decades reduced
output in the agriculture sector (accounting for
about one-tenth of GDP and one-third of
employment) with rising inflation eroding real
incomes. In Tunisia, the recovery is modest and
unemployment, while edging down, remains
elevated. The country faces challenging economic
conditions, with high policy uncertainty, weak
reform implementation, and large fiscal and
current account deficits.

1GCC economies include Bahrain, Kuwait, Oman, Qatar,
Saudi Arabia, and the United Arab Emirates.
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FIGURE 2.4.1 MNA: Recent developments

Economic activity in the Middle East and North Africa has remained robust
despite a short-lived hit from Omicron outbreaks and the net losses to oil
importers due to the war in Ukraine. Oil exporters are benefiting from rising
oil revenues and recovering non-oil sectors. Consumer inflation has been
rising in oil importers and exporters, with an increasing contribution from
food prices. Oil-importing economies are heavily reliant on cereal imports
from the Russian Federation and Ukraine.
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Note: Egypt, AR. = the Arab Republic of Egypt; EMDESs = emerging market and developing econo-
mies; Iran, IR. = the Islamic Republic of Iran; RUS = Russian Federation; UAE = United Arab Emir-
ates; UKR = Ukraine

A. GDP-weighted average of six economies.

B. Based on data for the Islamic Republic of Iran, Qatar, and Saudi Arabia. Weighted using 2021
constant GDP in U.S. dollars.

C. Data for oil importers based on four economies and seven oil exporters. Unweighted averages.
Long-run averages (green lines) refer to 2012-19 or where available. Excludes data for the Islamic
Republic of Iran and Lebanon.

D. Based on data from 2017-19.

Inflation in the region has been rising, surpassing
average inflation in the decade prior to the
pandemic in most economies, as the war in
Ukraine has further increased food and energy
prices (figure 2.4.1.C). Among oil importers,
consumer price inflation averaged 7.7 percent in
April 2022, but with wide variation. In Egypt,
depreciation of the pound and heavy dependence
on food imports have driven inflation to double-
digit annual rates. In Lebanon, consumer prices
recently increased by over 200 percent from a year
carlier, partly owing to a collapsing exchange rate
and economic mismanagement (World Bank

2022¢). Among oil exporters, consumer inflation
has averaged 4.7 percent, more than double its
longer-run average. In the Islamic Republic of
Iran, inflation remained elevated at 39 percent in
May 2022.

With 70 percent of the region’s agricultural
production being rain-fed, below-average rainfall,
along with unusually high temperatures, markedly
weakened wheat yields in many parts of the region
in early 2022 (the Islamic Republic of Iran, Iraq,
the Maghreb region, and the Syrian Arab
Republic; World Bank 2014). With dwindling
domestic supplies due to drought, the war in
Ukraine has also upended access to wheat imports.
Oil importers are particularly vulnerable to rising
food prices and shortages as imports of cereals
(including wheat) from Russia and Ukraine
averaged four-tenths of their cereal imports during
2017-19 (figure 2.4.1.D). Egypt, Lebanon, and
Tunisia are most exposed, given their heavy
reliance on food imports from Russia and
Ukraine, but countries facing fragility and conflict
(Syria, Republic of Yemen) are also vulnerable
given their already high levels of food insecurity
and poverty (FAO et al. 2020; FAO-WEFP 2022).
One-third of the calories people consume in the
region are from subsidized wheat products (Belhaj
and Soliman 2021).

Outlook

Growth in the region is expected to firm to 5.3
percent in 2022, assisted by rising oil revenues,
structural reforms in some economies (Egypt,
Saudi Arabia, United Arab Emirates), and a
general waning of the pandemic’s adverse impacts
(figure 2.4.2.A). These growth projections
represent an upward revision of 0.9 percentage
point from the January forecast, mainly accounted
for by improved prospects among the GCC
economies (figure 2.4.2.B). Regional growth is
expected to reach its fastest rate in a decade in
2022, but the rebound could have been even
stronger had it not been for the detrimental
impact of Russia’s invasion of Ukraine on oil
importers. The war has undermined external
demand, increased uncertainty, and lifted food
and energy prices. Activity in MNA is expected to
slow through 2024, with growth in the region


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-MNA-Fig2-4-1.xlsx
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returning to 3.2 percent as services activity
stabilizes and policy support is withdrawn.

Although output in the region remains below pre-
pandemic trends, the gap is projected to have
roughly halved by 2023 relative to 2020 (figure
2.4.2.C). This projected narrowing of the gap,
however, is more than fully accounted for by faster
growth in oil exporters—particularly in 2022. In
oil importers, the effects of the pandemic and the
war in Ukraine will further widen the gap.

In oil exporters, the support to activity from
higher oil revenues, as well as waning pandemic
effects amid high vaccination rates in the GCC,
will help growth reach a peak of 5.6 percent in
2022—1.2  percentage points higher than
previously projected. Upward revisions are broad-
based, with Saudi Arabia and Oman seeing the
largest upgrades, at over 2 percentage points. The
rebound among oil exporters, however, is expected
to be short-lived, with growth in 2023 falling back
to below the average in the 2000-2019 period.

In Saudi Arabia, strong oil production growth and
a robust recovery in the non-oil sector is expected
to drive 2022 growth to a decade high of 7.0
percent, before slowing to 3.8 percent in 2023.
Non-oil activity will benefit from robust private
consumption growth and capital spending, partly
because of the impact of higher oil prices on
government revenue and the broader economy.
The United Arab Emirates will also benefit in the
near term from rising oil prices, while in the
medium term, reforms to deepen capital markets,
increase labor market flexibility, and accelerate
technological innovation will support growth.
Output in the Islamic Republic of Iran is expected
to grow by 3.7 percent in 2022, boosted by the
waning of the pandemic and higher oil prices.
Growth is expected to slow subsequently,
however, as unresolved structural challenges and
feeble fixed investment limit the country’s growth
potential. In the Republic of Yemen, after two years
of contraction, growth is expected to turn positive
this year, benefiting from increased remittance
inflows and base effects. The outlook, however,
depends crucially on the course of the armed
conflict and its resolution.

FIGURE 2.4.2 MNA: Outlook

Growth is expected to rebound to a decade high in 2022, with a marked
improvement in prospects for oil-exporting economies outweighing a dete-
rioration in the outlook for oil importers. Oil exporters are gradually catching
up to their pre-pandemic output trends, while the gap for oil importers is
expected to remain wide. Increased fiscal revenues and reduced expendi-
tures have resulted in a large reduction of fiscal deficits in oil exporters. Oil
importers’ fiscal deficits are expected to widen because of higher expendi-
tures.
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Sources: International Monetary Fund; World Bank.

Note: EMDEs = emerging market and developing economies; GCC = Gulf Cooperation Council; MNA
= Middle East and North Africa.

A.B. GDP at average 2010-19 prices and market exchange rates. GCC economies include Bahrain,
Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.

C. The pre-pandemic trend is based on the January 2020 Global Economic Prospects Report. For
2023, growth is equal to the 2022 forecast at the time.

D. Based on a GDP-weighted average of 13 economies: 4 oil importers, and 9 oil exporters.
“Previous projection” reflects forecast made in October 2021.

Output in oil importers is expected to grow by 4.1
percent in 2022 before accelerating to 4.4 percent
in 2023. Growth prospects for 2022, however,
have been revised down by 0.5 percentage point as
the impact of the war in Ukraine worsens terms of
trade, and rising food and energy prices weigh on
consumption. In Egypz, stronger-than-expected
activity for the first half of the fiscal year, only
partly offset by repercussions from the war in
Ukraine, saw growth revised up to 6.1 percent in
FY2021/22. Growth is expected to moderate to
4.8 percent in FY2022/23, a 0.7 percentage point
downgrade, as rising food and energy inflation


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-MNA-Fig2-4-2.xlsx



https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-MNA-Fig2-4-3.xlsx
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TABLE 2.4.1 Middle East and North Africa forecast summary

Percentage point
differences from January

Real GDP growth at market prices in percent, unless indicated otherwise
( g P P ) 2022 projections

EMDE MNA, GDP' 0.9 -3.7 3.4 5.3 3.6 3.2 0.9 0.2
GDP per capita (U.S. dollars) -0.9 -5.3 1.8 3.7 2.1 1.8 0.9 0.2
(Average including countries that report expenditure components in national accounts)2
EMDE MNA, GDP2 0.4 -2.9 3.6 5.0 3.5 3.1 0.9 0.5
PPP GDP 0.3 -1.9 3.8 5.0 3.5 3.2 0.9 0.4
Private consumption 2.5 -2.4 5.9 3.6 3.3 3.1 0.5 0.3
Public consumption 0.6 1.1 1.4 2.0 1.8 1.6 1.2 1.0
Fixed investment -1.1 -6.3 4.2 5.4 5.1 4.3 1.7 0.9
Exports, GNFS3 -5.9 -9.7 5.2 9.7 6.1 5.4 2.2 1.1
Imports, GNFS3 -6.1 -12.7 71 7.3 5.7 4.9 2.6 1.4
Net exports, contribution to growth -0.5 0.2 -0.1 1.8 0.8 0.8 0.1 0.0
Memo items: GDP
Oil exporters 4 0.3 -4.4 3.1 5.6 3.4 2.9 1.2 0.4
GCC countries 5 1.1 -5.0 2.7 5.9 3.7 3.2 1.2 0.7
Saudi Arabia 0.3 -4.1 3.2 7.0 3.8 3.0 2.1 1.5
Iran, Islamic Rep.® -6.8 3.4 41 3.7 2.7 2.3 1.3 0.5
Oil importers 7 3.6 -0.5 5.0 4.1 4.4 4.3 -0.5 -0.3
Egypt, Arab Rep.¢ 5.6 3.6 3.3 6.1 4.8 5.0 0.6 -0.7

Source: World Bank.

Note: e = estimate; f = forecast; PPP = purchasing power parity; EMDE = emerging market and developing economy. World Bank forecasts are frequently updated based on new information
and changing (global) circumstances. Consequently, projections presented here may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects
do not differ at any given moment in time.

1. GDP and expenditure components are measured in average 2010-19 prices and market exchange rates. Excludes Lebanon, Libya, the Syrian Arab Republic, and the Republic of Yemen
as a result of the high degree of uncertainty.

2. Aggregate includes all economies in notes 4 and 7 except Djibouti, Irag, Qatar, and West Bank and Gaza, for which data limitations prevent the forecasting of GDP components.

3. Exports and imports of goods and nonfactor services (GNFS).

4. Oil exporters include Algeria, Bahrain, the Islamic Republic of Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.

5. The Gulf Cooperation Council (GCC) includes Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.

6. Fiscal-year based numbers. The fiscal year runs from July 1 to June 30 in the Arab Republic of Egypt, with 2020 reflecting FY2019/20. For the Islamic Republic of Iran, it runs from March

21 through March 20, with 2020 reflecting FY2020/21.

7. Oil importers include Djibouti, Egypt, Jordan, Morocco, Tunisia, and West Bank and Gaza.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-MENA-data.xlsx
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TABLE 2.4.2 Middle East and North Africa economy forecasts’

Percentage point
differences from January

(Real GDP growth at market prices in percent, unless indicated otherwise) 2022 projections

Algeria 1.0 -5.1 3.9 3.2 1.3 1.4 1.2 -0.2
Bahrain 2.2 -4.9 22 3.5 3.1 3.1 0.3 0.2
Djibouti 7.8 0.5 4.3 3.3 5.2 6.2 -1.0 -0.3
Egypt, Arab Rep.2 5.6 3.6 3.3 6.1 4.8 5.0 0.6 -0.7
Iran, Islamic Rep.2 -6.8 3.4 41 3.7 2.7 2.3 1.3 0.5
Iraq 5.5 -11.3 2.8 8.8 4.5 3.0 1.5 -1.8
Jordan 2.0 -1.6 22 2.1 2.3 2.3 -0.2 0.0
Kuwait -0.6 -8.9 2.3 5.7 3.6 25 0.4 0.6
Lebanon3 -7.2 -21.4 -10.5 -6.5

Libya3 25 -31.3 99.3 . . . . .
Morocco 2.6 -6.3 7.4 1.1 4.3 3.6 -2.1 0.8
Oman -0.8 -2.8 2.1 5.6 2.8 2.6 22 -1.3
Qatar 0.8 -3.6 1.5 4.9 4.5 4.4 0.1 -0.4
Saudi Arabia 0.3 -4.1 3.2 7.0 3.8 3.0 2.1 1.5
Syrian Arab Republic3 3.7 1.3 -2.1 -2.6 : - - -
Tunisia 1.3 -8.7 3.1 3.0 3.5 3.3 -0.5 0.2
United Arab Emirates 3.4 -6.1 2.8 4.7 3.4 3.6 0.1 0.5
West Bank and Gaza 1.4 -11.3 71 3.7 3.2 3.1 0.3 -0.2
Yemen, Rep.3 1.4 -8.5 -2.1 0.8 2.5

Source: World Bank.

Note: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information and changing (global) circumstances. Consequently, projections presented here may
differ from those contained in other Bank documents, even if basic assessments of economies’ prospects do not significantly differ at any given moment in time.

1. Data are based on GDP measured in average 2010-19 prices and market exchange rates.

2. Fiscal-year based numbers. The fiscal year runs from July 1 to June 30 in the Arab Republic of Egypt, with 2020 reflecting FY2019/20. For the Islamic Republic of Iran, it runs from March
21 through March 20, with 2020 reflecting FY2020/21.

3. Forecasts for Lebanon and the Syrian Arab Republic (beyond 2022), Libya (beyond 2021), and the Republic of Yemen (beyond 2023) are excluded because of a high degree of
uncertainty.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-MENA-data.xlsx




South Asia has endured significant adverse spillovers from the Russian Federation’s invasion of Ukraine.
Growth is expected to slow from 7.6 percent in 2021 to 6.8 percent in 2022—0.8 percentage points below
previous projections. The external environment has worsened markedly, with soaring energy and agricultural
prices, slowing global growth, and rising financing costs. While domestic conditions remain solid in many
economies, Afghanistan is facing a humanitarian crisis, and Sri Lanka is facing dual balance of payments and
sovereign debt crises. Surging food costs in a region populated by more than one-third of the global poor and
where one-fifth of calories come from wheat products pose significant challenges to poverty alleviation and food
security. Downside risks to the outlook relate to adverse geopolitical developments, the possibility of even-higher
inflation, tighter financing conditions, the re-emergence of stress in the financial sector, and the resurgence of
the COVID-19 pandemic, all in an environment of high debt levels and worsening current account positions.

Recent developments

The Russian Federation’s invasion of Ukraine has
dampened the recovery in the South Asia region
(SAR) and amplified pre-existing vulnerabilities.
The region entered 2022 with robust economic
growth, despite some softening because of an
Omicron-driven pandemic resurgence and its
attendant restrictions  (figure 2.5.1.A). The
Omicron wave has since abated across the region,
leading to the loosening of restrictions.

The war in Ukraine has had a small direct impact
on the region as trade and financial exposure to
Russia and Ukraine is limited. Nonetheless, the
indirect impact has been significant, mainly
through much higher commodity prices, tighter
financial conditions, and weaker external demand.
Rising commodity prices are worsening the terms
of trade and increasing trade deficits (figure
2.5.1.B). Wheat products account for about one-
fifth of calorie intake in the region, however much
of the supply comes from within the region.
Financial conditions have tightened globally and
in SAR (figure 2.5.1.C). The war has also

Note: This section was prepared by Franz Ulrich Ruch.

increased global risk aversion, leading to capital
outflows, depreciating currencies, falling equity
prices, and rising bond yields. Foreign exchange
reserves have been under pressure and are
dwindling in some economies, eliciting import
restrictions (Nepal, Pakistan, Sri Lanka). External
demand growth is also slowing as advanced
economies face substantial spillovers from the war.
In Sri Lanka, with international reserves down to
one-fourth of their pre-pandemic level, the
government abandoned its exchange rate peg in
early March, leading to a close to 80 percent
depreciation against the U.S. dollar. Policy rates
have been raised by 7 percentage points in
response. In India, rising inflationary pressures led
to an unscheduled policy rate hike in May. In
Pakistan, the central bank has raised rates by 4
percentage points since April.

Some authorities have implemented policies to
cushion the impact of high inflation. In Pakistan,
for example, the government announced an energy
price reduction package in February (World Bank
2022f). However, gasoline and diesel pump prices
were recently increased. In India, the government
has extended a food scheme to support poor
households, reduced taxes on fuels, and reduced
import duties on several products. In Bangladesh,
the government reduced the value added tax on
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FIGURE 2.5.1 SAR: Recent developments and less-secure jobs. India’s growth in fiscal year

2021/22, which ended in March 2022, was 8.7
percent, with the release of pent-up demand late
last year following the mid-2021 wave of the
pandemic offset by weakness in early 2022.

Growth momentum this year has slowed because of the Omicron wave
following a robust recovery in the second half of 2021. Increased energy
and food prices are raising import bills and worsening terms of trade.
Financing conditions have tightened as central banks in advanced
economies and the region have reduced policy support, and geopolitical
developments have heightened risk aversion. South Asia is seeing broad-
based increases in consumer inflation, to rates above central bank targets,

For the region excluding India, stronger-than-
on rising food and energy prices.

expected rebounds from the pandemic in
Bangladesh and Pakistan helped to boost activity

A. Economic activity B. Trade through early 2022, helping to maintain robust
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Sources: Bloomberg; Haver Analytics; International Monetary Fund.

Note: EMDEs = emerging market and developing economies.

A. Unweighted average of industrial production in Bangladesh, India, Pakistan, and Sri Lanka, and
tourist arrivals in Maldives. “Range” reflects country minimum and maximum outcomes. Last
observation is March 2022.

B. GDP weighted. “Terms of trade” excludes data for Afghanistan. “Trade balance” based on data for
Bangladesh, India, Nepal, Pakistan, and Sri Lanka.

C. Based on Goldman Sachs Financial Conditions Index for the Brazil, Euro Area, India, Indonesia,

Economic and social conditions in Afghanistan
remain dire, despite increasing international
humanitarian support following the abrupt
cessation of aid inflows in August 2021. The

Japan, Mexico, Turkey, United Kingdom, and United States. Weighted using constant 2010-19 U.S.
dollar GDP for 2021. Last observation is May 27, 2022. economy has collapsed, employment and
D. Unweighted average. Based on data for six economies. Urban consumer prices in Pakistan, impo[ts_including food and ene[gy_are
Colombo prices in Sri Lanka. Last observation is April 2022. .

estimated to have halved, and government

spending has likely fallen by three-fourths since
August 2021 (World Bank 2022h). Recent surveys
show that three-fourths of households report
the import of edible oils (soybean and palm) to  insufficient incomes to meet basic needs.

dampen price increases.
Consumer price inflation in South Asia has been

In India, growth slowed in the first half of 2022 as  rising rapidly and now exceeds central banks’

activity was disrupted both by a surge in COVID-
19 cases, accompanied by more-targeted mobility
restrictions, and by the war in Ukraine. The
recovery is facing headwinds from rising inflation.
The unemployment rate has declined to levels seen
prior to the pandemic, but the labor force
participation rate remains below pre-pandemic
levels and workers have shifted to lower-paying

targets (figure 2.5.1.D). In Pakistan and Sri
Lanka, annual headline inflation
reached double digits by late last year and have
accelerated further during 2022; in the latter to
close to over 30 percent. In India, both headline
and core consumer inflation have breached the
upper end of the central bank’s headline inflation
target range of 2-6 percent. In Maldives, unlike

consumer


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-SAR-Fig2-5-1.xlsx



https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-SAR-Fig2-5-2.xlsx



https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-SAR-Fig2-5-3.xlsx




128 CHAPTER 2.5 GLOBAL ECONOMIC PROSPECTS | JUNE 2022

TABLE 2.5.1 South Asia forecast summary Percentage point
differences from January

(Real GDP growth at market prices in percent, unless indicated otherwise) 2022 projections

EMDE South Asia, GDP .2 4.1 -4.5 7.6 6.8 5.8 6.5 -0.8 -0.2
GDP per capita (U.S. dollars) 3.0 -5.6 6.5 5.6 4.7 5.4 -0.9 -0.2
(Average including countries that report expenditure components in national accounts)3
EMDE South Asia, GDP3 41 -4.5 7.6 6.8 5.8 6.5 -0.8 -0.2
PPP GDP 41 -4.6 7.6 6.8 5.8 6.5 -0.8 -0.2
Private consumption 4.9 -3.4 8.5 5.8 5.6 6.1 -1.7 0.0
Public consumption 3.9 0.2 7.4 10.5 4.7 6.2 1.0 -0.5
Fixed investment 2.6 -9.6 14.8 10.5 5.9 8.3 0.5 -1.2
Exports, GNFS 4 1.5 -9.2 18.4 8.9 8.3 7.9 1.3 -0.3
Imports, GNFS 4 -1.5 -8.6 26.1 11.3 6.9 8.5 2.9 -2.3
Net exports, contribution to growth 0.8 0.8 -4.2 -2.0 -0.7 -1.3 -1.2 0.2
Memo items: GDP2
South Asia excluding India 5.7 3.0 2.6 5.7 4.0 4.7 1.3 -0.8
India 6.5 3.7 -6.6 8.7 7.5 71 0.4 -1.2
Pakistan (factor cost) 3.1 -0.9 5.7 4.3 4.0 4.2 0.9 0.0
Bangladesh 7.9 3.4 6.9 6.4 6.7 6.9 0.0 -0.2

Source: World Bank.

Note: e = estimate; f = forecast; PPP = purchasing power parity; EMDE = emerging market and developing economy. World Bank forecasts are frequently updated based on new information
and changing (global) circumstances. Consequently, projections presented here may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects
do not differ at any given moment in time.

1. GDP and expenditure components are measured in average 2010-19 prices and market exchange rates. Excludes Afghanistan because of the high degree of uncertainty.

2. National income and product account data refer to fiscal years (FY) while aggregates are presented in calendar year (CY) terms. (For example, aggregate under 2020/21 refers to CY
2020). The fiscal year runs from July 1 through June 30 in Bangladesh, Bhutan, and Pakistan; from July 16 through July 15 in Nepal; and April 1 through March 31 in India.

3. Subregion aggregate excludes Afghanistan, Bhutan, and Maldives, for which data limitations prevent the forecasting of GDP components.

4. Exports and imports of goods and nonfactor services (GNFS).

TABLE 2.5.2 South Asia country forecasts Percentage point differences
from January 2022

(Real GDP growth at market prices in percent, unless indicated otherwise) -
projections

Calendar year basis

Afghanistan2 3.9 -1.9 . . . . .
Maldives 6.9 -33.5 31.0 7.6 10.2 71 -3.4 -1.8
Sri Lanka 2.3 -3.6 3.7 -7.8 -3.7 1.0 £ ) -5.9

Fiscal year basis'

Bangladesh 7.9 3.4 6.9 6.4 6.7 6.9 0.0 -0.2
Bhutan 4.4 -2.4 -3.7 4.4 4.7 6.7 -0.7 -0.1
India 6.5 3.7 -6.6 8.7 7.5 71 0.4 -1.2
Nepal 6.7 -2.1 1.8 3.7 4.1 5.8 -0.2 -0.6
Pakistan (factor cost) 3.1 -0.9 5.7 4.3 4.0 4.2 0.9 0.0

Source: World Bank.

Note: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information and changing (global) circumstances. Consequently, projections presented here
may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects do not significantly differ at any given moment in time.

1. Historical data are reported on a market price basis. National income and product account data refer to fiscal years (FY) with the exception of Afghanistan, Maldives, and Sri Lanka,
which report in calendar year. The fiscal year runs from July 1 through June 30 in Bangladesh, Bhutan, and Pakistan; from July 16 through July 15 in Nepal; and April 1 through March
31 in India.

2. Forecast for Afghanistan (beyond 2020) are excluded because of a high degree of uncertainty.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-SAR-data.xlsx
https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-SAR-data.xlsx






https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-SSA-Fig2-6-1.xlsx



https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-Chapter2-SSA-Fig2-6-2.xlsx
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lasting and more serious disruptions to economic
activity in countries where vaccination rates
remain low. As of end-May, only 15 percent of
SSA’s population had been fully vaccinated against
COVID-19, compared to an average of over 60

percent across other EMDEs (figure 2.6.3.D). In
some of the region’s most populous countries,
such as the Democratic Republic of Congo and
Nigeria—Iless than one in 10 people have been
fully vaccinated.

Percentage point
differences from January
2022 projections

TABLE 2.6.1 Sub-Saharan Africa forecast summary

(Real GDP growth at market prices in percent, unless indicated otherwise)

EMDE SSA, GDP1 2.6 -2.0 4.2 3.7 3.8 4.0 0.1 0.0
GDP per capita (U.S. dollars) -0.1 -4.5 1.6 1.1 1.3 1.5 0.1 0.0
(Average including countries that report expenditure components in national accounts) 2
EMDE SSA, GDP 23 2.6 -2.1 4.2 3.7 3.8 4.0 0.1 0.0
PPP GDP 2.7 -1.8 4.2 3.7 3.9 4.1 0.0 -0.1
Private consumption 15 -1.2 3.7 3.3 3.6 3.6 0.2 0.4
Public consumption 41 3.0 2.6 3.0 0.9 2.7 3.1 0.8
Fixed investment 41 2.0 7.6 5.4 7.2 8.1 -1.4 -1.5
Exports, GNFS 4 3.4 -12.8 7.2 6.0 6.2 5.8 0.5 0.7
Imports, GNFS 4 5.1 -10.5 9.7 6.5 6.2 6.2 0.2 0.5
Net exports, contribution to growth -0.5 -0.3 -0.9 -0.3 -0.2 -0.3 0.1 0.0
Memo items: GDP
Eastern and Southern Africa 2.0 -3.0 4.4 3.4 3.6 3.8 -0.2 -0.2
Western and Central Africa 3.3 -0.8 3.9 4.0 4.1 4.3 0.4 0.2
SSA excluding Nigeria, South Africa, and Angola 4.3 0.2 4.6 4.5 5.1 5.4 -0.4 -0.4
Oil exporters s 2.1 -2.0 3.0 3.6 3.4 3.4 0.7 0.4
CFA countries & 4.2 0.5 41 45 5.3 5.8 -0.4 -0.2
CEMAC 1.8 -1.7 1.0 3.4 2.9 3.4 0.3 -0.2
WAEMU 5.7 1.8 5.9 5.1 6.7 7.2 -0.9 -0.1
SSA3 1.0 -4.1 3.8 2.8 25 2.7 0.4 0.2
Nigeria 2.2 -1.8 3.6 3.4 3.2 3.2 0.9 0.4
South Africa 0.1 -6.4 4.9 2.1 1.5 1.8 0.0 0.0
Angola -0.7 -5.2 0.7 3.1 3.3 3.2 0.0 0.5

Source: World Bank.

Note: e = estimate; f = forecast; PPP = purchasing power parity; EMDE = emerging market and developing economy. World Bank forecasts are frequently updated based on new information
and changing (global) circumstances. Consequently, projections presented here may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects
do not differ at any given moment in time.

1. GDP and expenditure components are measured in average 2010-19 prices and market exchange rates.

2. Subregion aggregate excludes the Central African Republic, Eritrea, Guinea, Sao Tomé and Principe, Somalia, and South Sudan, for which data limitations prevent the forecasting of GDP
components.

3. Subregion growth rates may differ from the most recent edition of Africa's Pulse (https://www.worldbank.org/en/region/afr/publication/africas-pulse) because of data revisions and the
inclusion of the Central African Republic and Sao Tomé and Principe in the subregion aggregate of that publication.

4. Exports and imports of goods and nonfactor services (GNFS).

5. Includes Angola, Cameroon, Chad, the Republic of Congo, Equatorial Guinea, Gabon, Ghana, Nigeria, and South Sudan.

6. The Financial Community of Africa (CFA) franc zone consists of 14 countries in Sub-Saharan Africa, each affiliated with one of two monetary unions. The Central African Economic and
Monetary Union (CEMAC) comprises Cameroon, the Central African Republic, Chad, the Republic of Congo, Equatorial Guinea, and Gabon; the West African Economic and Monetary Union
(WAEMU) comprises Benin, Burkina Faso, Cote d'lvoire, Guinea-Bissau, Mali, Niger, Senegal, and Togo.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-SSA-data.xlsx

GLOBAL ECONOMIC PROSPECTS | JUNE 2022 SUB-SAHARAN AFRICA 135

TABLE 2.6.2 Sub-Saharan Africa country forecasts! Percentage point

differences from January

(Real GDP growth at market prices in percent, unless indicated otherwise) 2022 projections

Angola -0.7 -5.2 0.7 3.1 3.3 3.2 0.0 0.5
Benin 6.9 3.8 7.2 5.9 6.1 6.0 -0.6 -0.4
Botswana 3.0 -8.5 12.1 4.1 4.0 4.0 -1.8 -0.4
Burkina Faso 5.7 1.9 7.0 4.8 5.4 5.3 -0.8 0.1
Burundi 1.8 0.3 1.8 25 3.3 4.1 0.0 0.3
Central African Republic 3.1 0.9 0.9 3.2 3.4 4.0 -0.3 -1.1
Cabo Verde 5.7 -14.8 71 5.5 6.1 6.0 0.3 0.0
Cameroon 3.7 0.5 3.5 4.0 4.3 4.4 0.0 -0.1
Chad 3.2 -1.6 -1.2 2.8 3.5 3.9 1.0 0.6
Comoros 1.8 -0.3 2.4 2.8 3.1 3.7 -0.4 0.2
Congo, Dem. Rep. 4.4 1.7 5.7 6.0 6.4 6.1 1.2 1.3
Congo, Rep. -0.1 -6.2 -3.5 3.5 3.0 4.5 0.3 0.0
Coéte d’'lvoire 6.2 2.0 7.0 5.7 6.8 6.6 -0.8 0.4
Equatorial Guinea -6.0 -4.9 -1.6 1.8 -2.6 -2.1 0.3 -1.7
Eritrea 3.8 -0.6 2.9 4.7 3.6 3.7 -0.1 -0.2
Eswatini 2.6 -1.9 3.1 2.0 1.8 1.8 0.2 -0.1
Ethiopia 2 9.0 6.1 6.3 3.3 5.2 5.9 -1.0 -1.3
Gabon 3.9 -1.8 1.5 3.3 2.6 3.0 0.5 -0.4
Gambia, The 6.2 -0.2 5.6 5.6 6.2 6.5 -0.4 -0.3
Ghana 6.5 0.4 5.4 5.5 5.2 5.0 0.0 0.2
Guinea 5.6 4.6 3.1 4.3 5.9 5.8 -1.8 0.0
Guinea-Bissau 4.5 15 3.8 3.5 4.5 4.5 -0.5 -0.5
Kenya 5.0 -0.3 7.5 5.5 5.0 5.3 0.8 -0.1
Lesotho 2.6 -6.5 1.6 2.3 2.1 2.0 -0.7 -0.7
Liberia -2.9 -3.0 4.0 4.4 4.8 5.2 -0.3 -0.2
Madagascar 4.4 =71 4.4 2.6 4.2 4.6 -2.8 -0.9
Malawi 5.4 0.8 2.8 2.1 4.3 4.2 -0.9 -0.1
Mali 4.8 -1.2 3.1 3.3 5.3 5.0 -1.9 0.3
Mauritania 5.3 -0.9 2.4 45 5.3 7.7 0.4 -1.1
Mauritius 3.0 -14.9 3.9 5.9 6.0 3.9 -0.7 1.8
Mozambique 2.3 -1.2 2.2 3.6 6.0 5.8 -1.5 -3.6
Namibia -0.9 -8.5 0.8 2.9 2.1 2.0 0.5 0.6
Niger 5.9 3.6 1.4 5.2 71 10.4 -1.0 -2.3
Nigeria 2.2 -1.8 3.6 3.4 3.2 3.2 0.9 0.4
Rwanda 9.5 -3.4 10.9 6.8 7.2 7.4 -0.3 -0.6
S&o Tomé and Principe 2.2 3.1 1.8 2.8 3.0 3.3 -0.1 -0.3
Senegal 4.6 1.3 6.1 4.4 8.5 10.6 -1.1 -0.7
Seychelles 2.0 -13.3 7.9 4.6 5.7 5.0 -3.1 -1.1
Sierra Leone 5.3 -2.0 3.1 3.9 4.4 4.8 -2.1 0.1
South Africa 0.1 -6.4 4.9 2.1 1.5 1.8 0.0 0.0
Sudan 2.2 -3.6 0.1 0.7 2.0 25 -2.8 -3.0
South Sudan?2 3.2 9.5 -5.1 -0.8 25 4.0 -2.0 -1.0
Tanzania 5.8 2.0 4.3 5.3 5.7 6.1 -0.1 -0.2
Togo3 5.5 1.8 5.1 5.0 5.8 6.4 -0.6 -0.4
Uganda2 6.4 3.0 3.4 3.7 5.1 6.5 0.0 -0.4
Zambia 1.4 -3.0 3.6 3.3 3.6 4.0 0.4 -0.9
Zimbabwe -6.1 -6.2 5.8 3.7 3.6 3.6 -0.6 -0.6

Source: World Bank.

Note: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information and changing (global) circumstances. Consequently, projections
presented here may differ from those contained in other Bank documents, even if basic assessments of countries’ prospects do not significantly differ at any given
moment in time.

1. Data are based on GDP measured in average 2010-19 prices and market exchange rates.
2. Fiscal-year based numbers.
3. For Togo, growth figure in 2019 is based on pre-2020 rebasing GDP estimates.


https://thedocs.worldbank.org/en/doc/18ad707266f7740bced755498ae0307a-0350012022/related/GEP-June-2022-SSA-data.xlsx
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Environmental Benefits Statement

The World Bank Group is committed to reducing its environmental footprint.
In support of this commitment, we leverage electronic publishing options and
print-on-demand technology, which is located in regional hubs worldwide.
Together, these initiatives enable print runs to be lowered and shipping
distances decreased, resulting in reduced paper consumption, chemical use,
greenhouse gas emissions, and waste.

We follow the recommended standards for paper use set by the Green Press
Initiative. The majority of our books are printed on Forest Stewardship Council
(FSC)-certified paper, with nearly all containing 50-100 percent recycled
content. The recycled fiber in our book paper is either unbleached or bleached
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hetp://www.worldbank.org/corporateresponsibility.
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