
MALDIVES
The current conflict in the Middle East is expected to sig-
nificantly affect Maldives, disrupting tourism and driving up
import costs. In 2026, growth is projected to slow, infla-
tion to rise, unemployment to increase slightly as service-
sector earnings fall, and poverty to increase with eroding
real incomes. Foreign exchange (FX) liquidity pressures are
intensifying, while buffers in the form of usable reserves
remain low.

Key conditions and challenges

Tourism has underpinned Maldives’ rising per capita income and
substantial welfare improvements and poverty reduction over
the past three decades. However, fiscal and external imbalances
have widened due to high public spending, an expanded state-
owned enterprise (SOE) footprint, and increased reliance on non-
concessional external borrowing, resulting in elevated debt dis-
tress and mounting FX liquidity pressures.

The country is still in a demographic dividend phase, but a rapidly
ageing society by 2031 makes efficient and sustainable public
spending critical. Overall unemployment remains low, yet women
and youth face persistent labor-market barriers, reflected in a 27.7
percentage points gender employment gap in 2025Q3.

Urgent fiscal consolidation is needed to restore debt sustainability
while protecting the poor and vulnerable, through better-targeted
social protection programs, more efficient health and capital
spending, and stronger SOE governance. Despite tourism’s recov-
ery post-pandemic, many households remain near poverty and
highly exposed to inflation in an import-dependent economy.

Population1 Poverty2

thousand thousands living on less than $8.30/
day

529.7 54.8
Life expectancy at birth3 School enrollment4

years primary (% gross)

81.0 99.7
GDP5 GDP per capita6

current US$, billion current US$

7.8 14686.3
Sources: WDI, MFMod, and official data. 1/ 2025. 2/ 2019 (2021 PPPs). 3/ 2023.
4/ 2024. 5/ 2025. 6/ 2025.

Recent developments

Real GDP is estimated to have grown by 5.7 percent (y-o-y) in
2025, driven by robust performance in tourism and a recov-
ery in fisheries. Tourist arrivals increased by 9.8 percent (y-o-y)
and reached a historical high of 2.25 million in 2025. Follow-
ing a sharp contraction in fisheries in 2024 – due to sectoral
disruptions, including the closure of a major cannery – fish ex-
ports grew strongly by 94.0 percent (y-o-y) in 2025. As a result,
poverty declined by more than one percentage point in 2025
relative to 2024.

Headline inflation accelerated to 4.0 percent in 2025,
driven mainly by an 80.6 percent increase in tobacco
prices due to higher import duties on cigarettes, and
a 4.7 percent rise in food and non-alcoholic beverage
costs, linked to FX liquidity constraints. Poorer house-
holds are especially affected, as they spend over a third
of their budgets on food. Social protection benefits are
not effectively adjusted for inflation and remain poor-
ly targeted, contributing to declining real non-labor in-
comes and inclusion and exclusion errors.

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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The fiscal deficit is estimated to have narrowed to 4.3 percent of
GDP in 2025. Reported capital expenditure fell sharply by about
35.9 percent (y-o-y), but it is difficult to ascertain whether this re-
flects a decline in commitments or an increase in the accumulation
of arrears due to liquidity challenges. Revenues increased robust-
ly by an estimated 12.2 percent (y-o-y) in 2025, primarily driven by
tourism-related revenues.

With an increase in goods exports and a decline in imports, the
trade deficit is estimated to have narrowed by 6.1 percent (y-o-y)
in 2025. Official reserves increased to US$983 million (2.3 months
of imports) by end-2025 from a low of US$371 million (0.8 months
of imports) in September 2024, supported by a US$400 million cur-
rency swap, rollover of some maturing loans, new FX regulations
for resorts, and a narrowing trade deficit. In the meantime, FX liq-
uidity constraints remain pressing and there was a reported signif-
icant increase in the parallel market exchange rate for US dollars.
Despite the recovery in official reserves, estimated usable reserves
remain significantly lower.

Outlook

The current conflict in the Middle East is expected to weigh
heavily on Maldives’ outlook through tourism disruptions, higher
fuel prices, and tighter financing. Tourism revenue is projected
to fall in 2026 amid fewer arrivals and shorter stays, limiting real
GDP growth to 0.7 percent before a rebound in 2027–28. Infla-
tion is expected to rise to 6 percent in 2026, reflecting higher
global commodity prices, and remain above 4 percent through
2028 due to intensified FX constraints and demand pressures
for food and essential goods.

Unemployment is projected to increase slightly, with ser-
vice sector workers earning less due to reduced hours
worked. Inflation will further erode real incomes, pushing
the poverty rate from 7.7 percent in 2025 to 7.9 percent
in 2026 and increasing vulnerability, particularly in atolls,
where 93 percent of the poor live and access to infra-
structure and markets is limited.

The fiscal deficit is projected at 11 percent of GDP in 2026,
driven by weaker tourism revenues and higher subsidies,
and to remain elevated at around 9.5 percent of GDP in
2027–28 without major fiscal reforms. Heightened global oil
prices are projected to drive up import costs leading to a
widening of the current account deficit to about 21.3 percent
of GDP in 2026, before slight moderation in 2027–28. Debt
servicing obligations are estimated at US$1.5 billion in 2026,
including a Sukuk bullet repayment of US$500 million due
in April, while the official reserves, including the Sovereign
Development Fund, are estimated at US$1.0 billion as of Jan-
uary 2026. Public debt is projected to exceed 140 percent
of GDP in the medium term, reflecting rising fiscal deficits,
increased borrowing costs, and slowing growth.

Maldives faces significant downside risks. Key domestic risks
stem from large upcoming debt repayments and FX liquidity
pressures, while external risks reflect prolonged conflict-related
shocks to tourism, supply chains, and import costs. Fiscal con-
solidation and a credible debt financing strategy remain top pri-
orities to address imbalances and mitigate risks. If left unad-
dressed, these risks could translate into weaker growth, fewer
jobs, and constrained access to essential goods, heightening
poverty and food insecurity.

Recent history and projections 2023 2024 2025e 2026f 2027f 2028f

Real GDP growth, at constant market prices1 4.9 3.5 5.7 0.7 7.2 4.0

Real GDP growth, at constant factor prices 4.8 3.8 5.9 0.7 7.2 4.0
Agriculture 3.2 -25.9 39.5 3.6 3.7 3.4
Industry 3.2 0.8 7.0 2.3 3.1 3.8
Services 5.1 6.0 4.3 0.4 7.9 4.1

Inflation (consumer price index) 2.9 1.4 4.0 6.0 4.3 4.1

Current account balance (% of GDP) -24.2 -21.2 -7.4 -21.3 -16.3 -16.6
Net foreign direct investment inflow (% of GDP) 11.6 11.4 10.9 10.8 10.6 10.6

Fiscal balance (% of GDP) -10.5 -9.9 -4.3 -11.0 -9.4 -9.6
Revenues (% of GDP) 33.5 32.3 32.9 30.4 29.7 28.8
Debt (% of GDP) 123.6 133.4 129.2 137.3 139.8 142.5

Primary balance (% of GDP)2 -6.4 -5.6 -0.2 -4.2 -2.8 -2.6

Upper middle-income poverty rate ($8.30 in 2021 PPP)3 8.7 8.9 7.7 7.9 .. ..

GHG emissions growth (mtCO2e) 8.4 8.4 8.0 7.5 7.3 7.2

Source: World Bank, Fiscal Policy & Growth Department. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise. The fiscal projections do not include arrears, which might be significant.
1/ This MPO was prepared based on published data available on or before March 10, 2026.
2/ The primary balance excludes interest payments received.
3/ Calculations based on SAR-POV harmonization, using 2019-HIES. Actual data: 2019. Nowcast: 2020-2025. Forecasts are from 2026 to 2028. The 2024-2026 poverty estimation uses
growth rates produced by the World Bank microsimulation model, anchored to the 2023 poverty rate. Poverty rates for Maldives are reported relative to the international poverty lines
based on 2021 PPPs.
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