
BAHRAIN
Table 1 2022
Population, million 1.5

GDP, current US$ billion 44.2

GDP per capita, current US$ 30029.8

School enrollment, primary (% gross)a 98.0

Life expectancy at birth, yearsa 79.2

Total GHG emissions (mtCO2e) 54.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2019); Life expectancy
(2020).

Economic growth is accelerating driven

by both a continued robust non-hydro-

carbon activity and hydrocarbon produc-

tion expansion. Higher oil prices and re-

newed fiscal reforms momentum are im-

proving fiscal and external balances con-

siderably. Steadfast implementation of

comprehensive fiscal and structural re-

forms under the FBP will reduce debt

vulnerabilities and rebuild fiscal buffers.

Potential emergence of new COVID-19

variants, volatility of hydrocarbon prices

and weaker global demand, potential de-

lays in the implementation of fiscal re-

forms, and rising global inflation and

interest rate pose significant risks to

Bahrain’s economic outlook.

Key conditions and
challenges

Bahrain’s economy is the most diversi-
fied in the GCC region with strengths
in heavy industry (including the world’s
largest aluminum smelter), financial ser-
vices, manufacturing, retail business, and
tourism. As such, the non-oil sector dom-
inated, at over 85 percent of GDP (2021).
Renewed fiscal reform momentum un-
der the revised Fiscal Balance Program
(FBP) announced in October 2021 and
high hydrocarbon prices are mitigating
Bahrain’s fiscal and external vulnerabil-
ities. In January 2023, Bahrain’s govern-
ment endorsed a new four-year program
2023-26, which prioritizes several objec-
tives that aim to raise the standard of
living, improve infrastructure and qual-
ity of government services, and attain
digital transformation, among others.
However, challenges remain. Notwith-
standing progress on diversification,
Bahrain continues to face structural chal-
lenges, most notably those relating to fis-
cal sustainability, the level of youth un-
employment, and the depletion of under-
ground water resources. Meanwhile, the
hydrocarbon sector remains a critical dri-
ver of the economy accounting for al-
most 60 percent of total budget revenues
(2021), thereby making the economy ex-
tremely vulnerable to external shocks.
Lower energy and commodities prices
could renew financing challenges. Down-
side risks to the outlook are mostly

linked to a breakout of new COVID-19
variants, lower hydrocarbon prices, and
potential delays in implementing fiscal
reforms, which could reverse the recent
improvements in the fiscal and external
positions, reduce investor confidence, and
lead to higher external financing costs.
On the upside, adherence to the medium-
term fiscal adjustment and reducing the
fiscal risks from off-budget expenditures
will help build external buffers, contain
external borrowing, and put debt on a
firm downward path.
Advancing structural reforms including
those related to investing in renewable en-
ergy and supporting the transition to-
wards a low-carbon economy would en-
sure a private sector-led inclusive recovery
and increase employment opportunities,
particularly among women and youth.

Recent developments

Bahrain’s economy continues to show
broad-based recovery. Real GDP is esti-
mated to have edged up to 4.3 percent
in 2022. This was mainly driven by the
non-hydrocarbon sector which grew by
almost 5 percent in Q3 2022 y/y as well
as 1.2 percent growth in the hydrocarbon
sector. The recovery was underpinned by
strong performance of the high-contact
sectors, of which hotels and restaurants
achieved the highest growth rate amongst
non-oil sectors (14.7 percent). This was al-
so aided by strong manufacturing sector
which expanded by 5 percent with record
aluminum output. CPI inflation increased

FIGURE 1 Bahrain / Real annual GDP growth
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FIGURE 2 Bahrain / General government operations

-20

-10

0

10

20

30

40

2019 2020 2021 2022e 2023f 2024f 2025f

Revenues Expenditures Budget balance

Percent of GDP

Sources: Bahrain authorities and World Bank projections.

MPO Apr 231



by 3.6 percent y/y in 2022 driven by
stronger aggregate demand, pass through
from higher global inflation, and dou-
bling of the VAT rate to 10 percent.
Preliminary fiscal data released for 2022
indicate that the government’s total rev-
enues increased by 33 percent y/y sup-
ported by higher oil receipts (36 percent)
and the rebound of non-oil revenue (28
percent); driven mainly by the doubling
of the VAT rate. As a result, and consid-
ering prudent management of recurrent
spending, the overall fiscal deficit (includ-
ing extrabudgetary spending) is estimat-
ed to significantly decline, to 3.3 percent
of GDP, by the end-2022 which, in turn,
improves debt dynamics.
Despite the rebound in imports, higher
hydrocarbon, and non-hydrocarbon
prices and exports strengthened the ex-
ternal balance position remarkably, post-
ing a surplus of US$1.6 billion during
Q3 2022, and an estimated surplus in ex-
cess of 12 percent of GDP for the whole
year. As a result, official reserve assets
reached a record high of over US$8 bil-
lion (4 months of imports) by end-2022.
In the second year of the National Labor
Market Plan (NLMP) 2021-2023, the Min-
istry of Labor continued to pursue goals
of private sector job creation and support
for employees and job seekers. The Min-
istry has also continued efforts to ensure

compliance with labor legislation and in-
crease occupational safety, and awareness-
raising workshops. About 29,995 Bahrainis
found employment in the private sector in
2022, reaching almost 150 percent of the
NLMP employment goal for that year.
According to ILO estimates, Bahrain's la-
bor market is continuing to recover from
the impact of the COVID-19 pandemic
but has not yet rebounded fully. The la-
bor force participation rate and employ-
ment-to-population ratio are projected to
reach 71.9 percent and 70.8 percent re-
spectively in 2023, each still a little below
its level in 2019. The unemployment rate is
expected to hold steady at around 1.4 per-
cent in 2023, 0.2 percentage points above
the 2019 rate. The gradual decline in the
unemployment rate since the height of
the pandemic has been slower among
women than among men, with the unem-
ployment rate among women expected to
increase slightly again in 2023. The unem-
ployment rate for youth (15-24 age) is es-
timated at 6.7 percent in 2023, up from
6.6 percent in 2022 (ILO).

Outlook

Bahrain’s economic outlook hangs on
oil market prospects and accelerated

implementation of structural reforms
agenda under the revised FBP. Growth
is projected to moderate around 3.1 per-
cent in 2023 before averaging 2.8 percent
during 2024-25 as fiscal adjustments con-
tinue. Growth in the hydrocarbon sector
is expected to slow down to 0.1 percent
in 2023 while the non-hydrocarbon sec-
tors will continue expanding (by 4.3 per-
cent) supported by the recovery in the
tourism and service sectors and the con-
tinuation of infrastructure projects. Infla-
tion is anticipated to hover around 2.8
percent in 2023 to reflect softening glob-
al commodity prices, tighter monetary
conditions, and the dissipating impact of
doubling the VAT rate.
Declining oil prices, rising global in-
terest rates, and higher cost burden of
debt are projected to widen the fiscal
balance deficit to 4.5 and 5.2 percent
of GDP in 2023 and 2024, respectively.
This will in turn keep the debt and fi-
nancing needs elevated in the absence
of sufficient fiscal adjustment.
High hydrocarbon prices are estimated
to support maintaining the current ac-
counts in surplus throughout 2023-24, al-
beit moderating in 2025, as oil prices fol-
low a projected decline. The comfortable
external position will boost foreign re-
serves and strengthens resilience against
future external shocks.

TABLE 2 Bahrain / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.6 2.7 4.3 3.1 2.8 2.8

Private Consumption -4.4 18.9 4.4 2.4 1.8 1.8
Government Consumption -2.5 6.5 2.4 3.4 3.0 2.6
Gross Fixed Capital Investment -3.8 -4.2 5.3 5.5 2.8 3.2
Exports, Goods and Services -2.5 29.5 7.3 5.1 3.4 3.2
Imports, Goods and Services -0.7 15.2 6.0 4.4 3.8 4.0

Real GDP growth, at constant factor prices -4.6 2.7 4.3 3.1 2.8 2.8
Agriculture 0.1 7.2 1.2 3.5 3.0 1.8
Industry -0.9 0.5 0.6 3.5 4.0 2.3
Services -7.2 4.3 7.2 2.8 2.0 3.2

Inflation (Consumer Price Index) -2.3 -0.6 3.6 2.8 2.4 2.0

Current Account Balance (% of GDP) -9.4 6.7 12.5 8.0 5.4 3.5
Net Foreign Direct Investment Inflow (% of GDP) -3.5 -4.4 -4.0 -4.0 -4.0 -3.9

Fiscal Balance (% of GDP) -17.9 -11.0 -3.3 -4.5 -5.2 -5.7
Revenues (% of GDP) 17.9 20.8 25.3 22.7 19.7 18.8
Primary Balance (% of GDP) -12.8 -6.3 1.2 -0.2 -0.5 -0.6

GHG emissions growth (mtCO2e) 3.4 -4.5 0.9 6.2 3.9 2.9
Energy related GHG emissions (% of total) 61.1 58.6 58.4 60.0 60.6 60.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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