
ALGERIA
Table 1 2022
Population, million 44.9

GDP, current US$ billion 191.9

GDP per capita, current US$ 4274.1

National poverty ratea 5.5

International poverty rate ($2.15)a 0.5

Lower middle-income poverty rate ($3.65)a 4.0

Gini indexa 27.6

School enrollment, primary (% gross)b 111.3

Life expectancy at birth, yearsb 74.5

Total GHG emissions (mtCO2e) 284.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2011).
b/ Most recent WDI value (2020).

Algeria’s economy continued rebounding

from the 2020 recession triggered by

COVID-19. The country’s external and

fiscal balances improved markedly in 2022,

as hydrocarbon production and exports

picked up steam before this trend reversed

in late 2022. The fiscal windfall financed an

increase in public spending and some

build-up of international reserves. The im-

plementation of reforms supportive of pri-

vate sector expansion and the improvement

of the macroeconomic policy framework

will be key to achieve economic diversifica-

tion and sustainable growth.

Key conditions and
challenges

Europe’s shift away from Russian energy
supply is generating opportunities for in-
vestment in the Algerian oil and gas sector,
just as the 2019 Hydrocarbon Law aimed
to reinforce the sector’s attractiveness to
foreign investment. However, more pri-
vate investment outside the hydrocarbon
sector is needed to foster faster, inclusive,
and sustainable growth.
The Algerian economy remains dominat-
ed by the oil and gas sector, which ac-
counted for 19 percent of GDP, 93 per-
cent of merchandise exports, and 38 per-
cent of budget revenues between 2016
and 2021. Over the past 15 years, howev-
er, declining investments contributed to
stagnating oil and natural gas produc-
tion, while rising domestic consumption
has led to a steep fall in exports.
As a result, large twin deficits have erod-
ed the country’s reserves and strained
the domestic banking sector. Since 2016
the current account and overall budget
deficits have averaged 11 percent and
10 percent of GDP, respectively, leading
to a marked decline in international re-
serves, currency depreciation, import re-
duction policies, as well as debt mone-
tization. Real public spending stagnated,
and GDP growth slowed down to 1.1
percent in 2017-2019, causing GDP per
capita (in PPP terms) to decline to its
2014 levels. Nonetheless, non-monetary
poverty dropped between 2013 and 2019,

amid improvements in education, health,
and living standards, while inflation fell
to reach 2.2 percent in 2019-2020.
In 2021, a strong recovery in hydrocarbon
output helped the economy rebound from
the COVID-19-induced recession but in-
flation picked up, fueled by domestic and
international factors.
The September 2021 Government Action
Plan (GAP) makes the transition to a
private sector-led growth and job cre-
ation model a developmental priority and
aims to strengthen the macroeconomic
framework through spending rationaliza-
tion and import substitution. Since the
GAP’s publication, authorities imple-
mented policies to encourage foreign
and domestic investment, including the
adoption of the Investment Law. Con-
tinued reform implementation, notably
to improve the business environment,
will be key to foster growth in the non-
hydrocarbon private sector.

Recent developments

GDP growth moderated over the first 9
months of 2022 (+2.9 percent y-o-y),
dragged by the decline in crude oil and
natural gas production from their post-
COVID peak. Over that period, nonhy-
drocarbon GDP growth accelerated (+3.7
percent y-o-y), supported by private con-
sumption and declining import volumes,
suggesting some degree of import substi-
tution. On the production side, the per-
formance of nonhydrocarbon activity was
supported by a rebound in output in

FIGURE 1 Algeria / Real GDP and components, level indexes

70

80

90

100

110

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

2019 2020 2021 2022
Imports Consumption Investment
Exports GDP

Real GDP index (2019=100)

Sources: Algerian authorities and World Bank staff estimates.

FIGURE 2 Algeria / Current account, exports, imports and
changes in international reserves
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agriculture as well as consumer-oriented
manufacturing and services sectors.
The current account deteriorated in
Q3-2022, despite a 10-year peak in Q2, as
hydrocarbon exports revenues tracked oil
prices and declined more markedly than
imports. Nonetheless, the current account
is expected to have reached a 5.9 percent
of GDP surplus in 2022. Despite subdued
domestic investment and stricter import
policies, merchandise imports rose by 7.4
percent in 2022, as rising global commod-
ity prices inflated food, raw, and interme-
diate product imports. External surplus-
es and a valuation effect led reserves to
rise by US$ 15.7 billion, to 61.7 billion
at end-2022, or about 16.3 months of im-
ports of goods and services.
The overall budget deficit is expected
to have drastically shrunk from 7.2 per-
cent of GDP in 2021 to 0.9 percent in
2022, having been driven by rising tax
and hydrocarbon revenues and despite
higher public sector wages, the higher
cost of the new unemployment benefit
scheme, and larger food subsidies. Public
debt is estimated to have declined to
51.8 percent of GDP at end-2022, re-
flecting nominal GDP’s expansion, and
it has remained overwhelmingly domes-
tically held, at long-term maturities and
negative real interest rates.
Monetary policy remained accommoda-
tive and broad money increased rapidly

in 2022. However, private sector credit
growth remained subdued, with new
credit having been channeled mostly to
Government securities as part of a large
state-owned enterprise debt buyback pro-
gram. Despite moderating in Q4, inflation
reached 9.3 percent in 2022, fueled by
food inflation, hurting vulnerable Algeri-
ans disproportionately, as food accounts
for over half of the spending for the bottom
40 percent of the population.

Outlook

GDP growth is expected to moderate in
2023, as hydrocarbon production stabilizes
and nonhydrocarbon GDP slows down,
amidst tapering agricultural and services
growth. Investment is expected to rebound
in 2023 while net exports are predicted to
act as a drag on growth. In 2024 and 2025,
the economy is expected to return to its
pre-pandemic trajectory, with a moderate
decline in hydrocarbon output and slower
growth in nonhydrocarbon sectors.
In 2023, the current account balance is ex-
pected to post a moderate surplus, as the
sharp decline in hydrocarbon and nonhy-
drocarbon export prices is partly cush-
ioned by lower commodity import prices
and continued import reduction. The over-
all budget deficit is expected to come close

to balance in 2022 but expand in 2023, as
further increases in public spending and
declining hydrocarbon revenues outweigh
expanding tax receipts, buoyed by eco-
nomic activity and inflation. Despite di-
minishing hydrocarbon revenues in 2024
and 2025, sustained import control poli-
cies and a slowdown in public spending
would counterbalance the deterioration in
the current account and budget deficits,
respectively. Inflation is expected to de-
cline gradually, fueled by rising money
supply and public spending but damp-
ened by the dinar’s recent appreciation
against the Euro, the expected dwindling
in import prices, and the strengthening of
food subsidy mechanisms.
The trajectory in external and budget bal-
ances remains dependent on volatile
global oil prices, while a global slow-
down could affect OPEC production quo-
tas. Meanwhile, financing large budget
deficits through the domestic banking
sector and maintaining import reduction
policies could increasingly weigh on
growth and inflation. Europe’s efforts to
diversify its energy supply could support
hydrocarbon sector investment in Algeria
and medium-term growth. At the same
time, fostering sustainable and diversified
growth – and ultimately job creation – will
hinge on ambitious and decisive struc-
tural reforms for broader private sector
participation in the economy.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -5.1 3.4 3.1 2.0 2.0 1.8

Private Consumption -3.0 3.7 2.8 2.4 2.2 2.0
Government Consumption -0.1 1.2 2.1 2.0 2.0 1.9
Gross Fixed Capital Investment -5.2 5.8 1.4 3.7 3.3 3.1
Exports, Goods and Services -11.3 13.4 0.0 -2.9 -2.3 -2.5
Imports, Goods and Services -16.0 -4.1 -3.3 1.8 1.5 1.3

Real GDP growth, at constant factor prices -4.5 4.0 3.1 2.0 2.0 1.8
Agriculture 1.7 -1.9 4.0 1.9 1.9 1.7
Industry -6.8 7.7 1.7 0.8 0.9 0.8
Services -4.3 2.7 4.1 3.0 3.0 2.8

Inflation (Consumer Price Index) 2.4 7.2 9.3 7.8 6.9 6.1
Current Account Balance (% of GDP) -12.8 -2.9 5.9 1.2 -0.5 -1.8

Fiscal Balance (% of GDP) -11.9 -7.2 -0.9 -5.2 -6.3 -6.9
Revenues (% of GDP) 30.5 29.8 32.5 29.5 27.3 25.8
Debt (% of GDP) 51.8 62.9 51.8 54.2 56.1 59.3
Primary Balance (% of GDP) -11.0 -6.5 0.4 -4.0 -5.1 -5.6

GHG emissions growth (mtCO2e) -2.7 -0.9 4.4 3.1 2.5 2.6
Energy related GHG emissions (% of total) 49.8 49.1 50.4 51.1 51.5 52.0

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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