
OMAN
Manufacturing is the fastest growing sector with 8.3 percent
annual growth in 2024, yet hydrocarbon dependence per-
sists. Oman Vision 2040 prioritizes economic diversification
and investment in non-hydrocarbon sectors. Fiscal and ex-
ternal positions are exposed to risks from the slowing global
growth and downturn in oil prices. Geopolitical develop-
ments in the Middle East have not had a material impact on
the Omani economy so far.

Key conditions and challenges

Oman’s diversification efforts have accelerated in recent years.
Non-hydrocarbon activities have expanded in manufacturing, ser-
vices, and construction sectors, and the share of the hydrocar-
bons sector has fallen to 30 percent of GDP since Q32024 (down
from 37 percent in the early 2010s). A higher-than-expected de-
cline in global oil prices may constrain capital spending plans with
the fiscal balance falling into deficit.

Vision 2040 prioritizes employment and labor market development
targeting the creation of 220,000 new jobs for Omani nationals by
2032. It emphasizes women’s skills development and the localiza-
tion of leadership and supervisory roles. This is supported by on-
going labor market reforms aiming at expanding job opportunities
for Omanis across all sectors.

Recent developments

Real GDP growth reached 1.7 percent in 2024, reflecting growth in
non-oil activities and gas production. Growth accelerated in 2025,
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reaching 2.5 percent during the first quarter (Q1). The non-oil
sector grew by 3.9 percent in 2024 and 4.4 percent in Q12025,
led by an expansion in the manufacturing, construction and ser-
vices sectors. Within the hydrocarbon sector, oil activities con-
tracted by 0.4 percent in Q12025, whereas natural gas activities
grew by 9.5 percent. Oil production rose to 997,000 barrels/day
in June 2025, reflecting the accelerating rolling-back of OPEC+
and voluntary output cuts. During the first half of the year, av-
erage headline inflation remained stable at 0.8 percent, with a
decline in the food inflation rate being offset by a rise in transport
and hospitality prices.

Fiscal pressures started manifesting in 2025, with the fiscal bal-
ance turning into a deficit of US$673 million (around 1.2 percent
of projected GDP) during the first half of the year (H12025). This
deficit was primarily driven by lower oil prices and declining oil
export revenues. Preliminary data show that total revenues fell
from 30.5 percent of GDP in Q22024 to 25 percent of project-
ed GDP in Q22025. To boost non-oil revenue and income re-
distribution, a personal income tax on high-income earners, ex-
patriates, and larger business was introduced via royal decree
in June 2025, effective January 2028. Meanwhile, public spend-
ing rose from 26.3 percent of GDP in Q22024 to 28.9 percent of

FIGURE 1 / Real annual GDP growth
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FIGURE 2 / General government operations
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projected GDP in Q22025, mainly driven by increased capital ex-
penditure. Oman’s debt stock has declined due to voluntary debt
buyback operations and early repayments. This has further con-
tained debt-servicing costs and reduced public debt to 35.5 per-
cent of GDP in 2024 (down from 37.5 percent in 2023). By the
end of second quarter of 2025, public debt reached 14.1 billion ri-
als (around 34 percent of projected GDP), down from 14.4 billion
rials at the end of the same quarter in 2024.

The external position remains robust, underpinned by an in-
crease in the current account surplus. This was driven by higher
volumes of non-hydrocarbon exports (minerals, plastic and rub-
ber products) and refined fuel exports from the new Duqm re-
finery, which are offsetting the impact of lower oil exports rev-
enues. The value of non-oil exports increased to 15.5 percent of
GDP in H12025, compared to 14.8 percent of GDP in H12024. For-
eign direct investment (FDI) increased by 20.6 percent in Q12025,
reaching 2.9 percent of GDP.

The employment and unemployment rates are estimated at 65.6
and 3.2 percent in 2024, respectively. Women and youth aged
15–24 continue to be the most vulnerable groups in the labor mar-
ket, with the highest unemployment rates of 30.9 and 13.9 per-
cent in 2024, respectively. Modeled ILO employment and unem-
ployment estimates for 2025 and 2026 remain stable, but some
uncertainty arise from oil price volatility and the implementation
of labor market policies aimed at increasing employment among
Omani citizens in the private sector.

Outlook

Oman's growth prospects in the medium term will gain from the
gradual unwinding of OPEC+ and voluntary oil output restrictions,
which began in April 2025. Real GDP growth is estimated to reach
3.1 percent in 2025 with the increasing oil output and despite lower

global oil prices. Nonhydrocarbon growth will continue to be driven
by growth in construction, manufacturing and services sectors. As
per the Vision 2040, the government is expected to advance regu-
latory reforms to attract investments, encourage private sector-led
growth notably in the above sectors, in addition to logistics, green
hydrogen, renewable energy and mineral-processing activities. In-
flation is estimated to reach 1.4 percent by end-2025 and projected
to be around 2 percent in the medium term, as private consump-
tion is expected to increase with falling interest rates, but will con-
tinue benefitting from the stabilizing effect of the currency peg to
the US dollar as a credible monetary policy anchor.

The fiscal position is expected to weaken markedly due to lower oil
prices and government revenues in 2025 and 2026 but is projected
to improve in 2027 thanks to expenditure consolidation, while rev-
enues continue to fall. Public debt is expected to remain high over
the medium term.

On the external front, the current account balance is expected to
remain in surplus, although declining due to lower oil prices. FDI
inflows are projected to increase reflecting ongoing efforts to im-
prove the business environment and the expansion of regional
investments, in addition to the free trade agreements currently
under negotiations.

Risks to the outlook are broadly balanced amidst elevated uncer-
tainty. Key downside risks arise from a further decline in global
oil prices, which could prompt cuts to capital spending. The eco-
nomic impact of the additional US tariffs is expected to be limited
given the low share of exports to the US in the exports’ basket
and the exemption of energy products from the recent blanket
tariff. Yet, wider global economic uncertainty could constrain de-
mand growth for Omani exports such as gas, chemicals and met-
als. On the upside, higher oil production, and the advancement of
reforms aimed at supporting economic diversification and private
sector participation, could further spur growth.

Recent history and projections 2022 2023 2024 2025e 2026f 2027f

Real GDP growth, at constant market prices 8.0 1.2 1.7 3.1 3.6 4.0
Private consumption 7.1 5.4 3.3 2.8 2.7 2.8
Government consumption 0.9 4.0 2.0 2.9 2.5 2.4
Gross fixed capital investment 1.8 2.2 2.6 3.0 3.7 3.9
Exports, goods and services 9.1 1.9 1.5 3.1 4.1 4.7
Imports, goods and services 7.6 1.6 1.8 2.4 3.0 3.0

Real GDP growth, at constant factor prices 7.9 1.4 1.7 3.1 3.6 4.0
Agriculture 6.8 5.9 2.8 3.2 3.4 3.8
Industry 8.0 -0.2 2.6 3.0 3.6 3.8
Services 7.8 3.0 0.6 3.3 3.5 4.3

Employment rate (% of working-age population, 15 years+) 66.7 67.3 67.3 67.3 67.3 67.3
Inflation (consumer price index) 2.5 1.0 0.6 1.4 1.7 1.9

Current account balance (% of GDP) 4.0 2.5 2.2 0.8 0.7 1.2
Net foreign direct investment inflow (% of GDP) 4.5 2.2 4.6 4.8 5.0 5.1

Fiscal balance (% of GDP) 10.5 6.9 6.3 0.5 0.6 1.0
Revenues (% of GDP) 41.4 34.3 34.3 29.0 27.6 27.1
Debt (% of GDP) 41.7 37.5 35.5 35.7 35.7 36.1
Primary balance (% of GDP) 13.0 9.4 8.5 2.7 2.6 3.1

GHG emissions growth (mtCO2e) 6.3 4.6 3.3 4.4 0.4 0.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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