
REPUBLIC OF
IRAQ
Table 1 2022
Population, million 42.2

GDP, current US$ billion 247.0

GDP per capita, current US$ 5858.5

Lower middle-income poverty rate ($3.65)a 2.4

Upper middle-income poverty rate ($6.85)a 24.7

National poverty ratea 22.5

Gini indexa 29.5

School enrollment, primary (% gross)b 108.7

Life expectancy at birth, yearsb 69.1

Total GHG emissions (mtCO2e) 259.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2012), 2017 PPPs.
b/ Most recent WDI value (2020).

An oil-driven recovery in 2022 drove

GDP to pre-pandemic levels and led to

significant fiscal and current account

surpluses. The recent exchange rate

volatility has led to an uptick in infla-

tion, piling pressure on poor and vul-

nerable households and young people

who are already facing limited job op-

portunities. Growth is forecast to mod-

erate in the medium term in line with

weaker global demand and limited non-

oil potential GDP.

Key conditions and
challenges

Iraq’s economy is continuing its recovery
after the sharp, pandemic-induced reces-
sion in 2020. The rebound has been driven
primarily by the capital-intensive oil sec-
tor, resulting in limited positive spillover
on the labor market. On the other hand,
non-oil growth is expected to remain mod-
erate due to inefficient public investment,
limited absorptive capacity of the econo-
my, and an unfavorable business environ-
ment for the private sector.
In the context of institutional weakness,
the drive for fiscal reforms to address
budget rigidities and to mobilize non-oil
revenues has slowed. After a yearlong po-
litical stalemate following parliamentary
elections in 2021, the new government
unveiled its economic and social plan in
October 2022, prioritizing social protec-
tion, fighting corruption, and improving
service delivery. Institutional challenges
became more apparent when, in 2022, the
budget was not approved, and full ratifi-
cation of the budget for 2023 has experi-
enced delays. The draft budget signals a
significant expansionary fiscal stance that
could lead to rapid depletion of recent oil
windfall and renewed fiscal pressures.
The economy faces multiple, intertwined
structural challenges. Pre-existing drivers
of fragility, including high oil depen-
dence, low labor force participation, es-
pecially females, high private sector in-
formality, the lack of job opportunities,

financial sector imbalances, poor service
delivery, and security risks remain key
challenges. External shocks including
those related to the impact of climate
change, slowing global growth, and
heightened geopolitical tensions add to
the downward risks.

Recent developments

Iraq’s economic rebound in 2022 was sup-
ported by the revival of the oil sector.
GDP growth is estimated to have accel-
erated to 7.9 percent in 2022 following a
3.2 percent growth in 2021. Growth was
driven by a tapering of OPEC+ produc-
tion cuts in the first nine months of 2022
(9M-22), driving oil GDP up by 14 per-
cent in 9M-22 year-on-year (y-o-y). Oil
production was constrained again in
Q4-22, as the new OPEC+ agreement ex-
tended production limits. Non-oil GDP
grew by 1.5 percent y-o-y in 9M-22 led by
the transport and construction sectors.
While inflationary pressures overall eased
in 2022, the currency depreciation led to
an isolated surge in prices in early 2023.
Headline and core inflation declined to
5.0 and 4.3 percent in 2022, respectively
as the pass-through of higher global com-
modity prices was muted by the passage
of the Emergency Law for Food Security
and Development. However, inflation
surged in January 2023, following the de-
preciation of the dinar in the parallel mar-
ket since November 2022.
Government revenues, dominated by oil,
grew by 48 percent in 2022 y-o-y, directly

FIGURE 1 Republic of Iraq / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Republic of Iraq / Fiscal account and oil price
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reflecting soaring oil prices. The lack of a
budget in 2022 limited expenditures to the
previous year's total allocation plus the
complementary allocation of the Emer-
gency Bill, which partly curbed the pro-
cyclicality of fiscal policy in 2022. Despite
a rising wage bill, the oil windfall is esti-
mated to have led to a budget surplus of
11.4 percent of GDP in 2022. The fiscal sur-
plus in tandem with higher nominal GDP
is estimated to have reduced the debt-to-
GDP ratio to 52.6 percent in 2022. The draft
budget for 2023 proposes a 59 percent ex-
pansion in expenditures compared to 2022,
with recurrent expenditures accounting
for 70 percent of total spending.
The current account, driven by oil exports,
registered a sizeable surplus of 14 percent
of GDP in 9M-2022, despite higher im-
ports. Gross official reserves reached a
record high of US$97 billion (equivalent to
14 months of imports) by end-2022. How-
ever, enforcement of financial reporting
standards of the central bank’s dollar auc-
tions since November 2022 has led to a
sharp decline in the volume of daily CBI
auctions, with part of the demand for dol-
lar being redirected to the parallel market,
which in turn resulted in the depreciation

of the dinar. In February 2023, the CBI re-
valued the dinar up by 10.3 percent to
IQD1,300/USD to curb inflation, however,
the parallel market rate remained elevated
at IQD1,590/USD in February 2023, after
the announcement.

Outlook

Iraq’s economy is forecast to continue to
grow, although at a slower pace, assum-
ing global demand for oil weakens. Over-
all growth is expected to moderate to 2.8
percent in 2023. Specifically, non-oil GDP
is projected to grow by 4.5 percent, part-
ly assisted by the anticipated budget ex-
pansion. Limited linkage between oil and
no-oil sectors coupled with public sec-
tor dominance in formal employment will
likely continue to result in a stunted and
largely informal private sector. An envi-
ronment of low appetite for reforms amid
high oil prices, and Iraq’s chronic struc-
tural weaknesses could constrain long-
term economic growth.
Higher expenditures and imports will
worsen both the fiscal and current account

balances, with the former turning into a
deficit. The re-valuation of the dinar will
result in lower dinar-denominated oil rev-
enues for the government while expendi-
tures are expected to increase significantly
as per the announced budget. As a result,
the fiscal account is forecast to register a
widening deficit starting from 2023. The
growing fiscal pressures are projected to
increase the debt-to-GDP ratio. The cur-
rent account surplus is forecast to moder-
ate throughout 2023-25, as oil prices fol-
low a projected decline and higher gov-
ernment expenditures and a stronger di-
nar drive a surge in imports and under-
mine export competitiveness.
Iraq’s economic outlook is subject to sig-
nificant risks. The economy’s high de-
pendence on oil leaves it vulnerable to
volatilities in the oil market and fluctu-
ations in global demand. Heightened cli-
mate change vulnerabilities and commodi-
ty price volatility associated with the Russ-
ian invasion of Ukraine will continue to
intensify pre-existing poverty trends and
raise food insecurity. Competition on ex-
port markets for Iraqi oil, with the heavily
discounted Russian oil, could also pose
risks to growth prospects.

TABLE 2 Republic of Iraq / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -9.0 -0.6 7.9 2.8 4.4 2.5

Private Consumption -5.5 2.6 4.5 4.0 3.7 3.5
Government Consumption -9.5 4.7 6.3 9.0 6.0 4.0
Gross Fixed Capital Investment -65.3 9.4 5.6 12.5 7.3 5.8
Exports, Goods and Services -10.1 -13.4 12.1 1.6 5.4 2.1
Imports, Goods and Services -23.9 7.7 8.5 9.0 7.0 5.1

Real GDP growth, at constant factor prices -11.7 3.2 7.9 2.8 4.4 2.5
Agriculture 22.5 -17.5 -11.2 4.0 3.5 2.0
Industry -16.4 0.3 11.3 1.8 5.2 2.2
Services -4.6 12.5 4.0 4.6 3.0 3.1

Inflation (Consumer Price Index) 0.6 6.0 5.0 7.0 6.0 5.0

Current Account Balance (% of GDP)a -4.0 12.0 12.4 2.6 1.3 0.4

Net Foreign Direct Investment Inflow (% of GDP)a 1.7 1.3 1.3 1.3 1.2 1.2

Fiscal Balance (% of GDP)a -12.1 4.0 11.4 -2.4 -3.1 -4.0
Revenues (% of GDP) 29.3 36.2 41.3 35.5 34.7 33.3

Debt (% of GDP)a 77.4 55.1 52.6 57.6 58.6 60.0

Primary Balance (% of GDP)a -11.0 4.5 12.3 -1.8 -2.5 -3.5

GHG emissions growth (mtCO2e) -17.2 -13.8 12.9 9.5 9.7 12.1
Energy related GHG emissions (% of total) 42.8 42.3 45.4 47.6 49.9 50.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Share of factor cost GDP.
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